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DAVID HANAN 


Marcu 4, 1954.—Committed to the Committee of the Whole House and ordered 
to be printed 


Mr. Mixtuer of New York, from the Committee on the Judiciary, 
submitted the following 


REPORT 


[To accompany H. R. 5436] 


The Committee on the Judiciary, to whom was referred the bill 
(H. R. 5436) for the relief of David Hanan, having considered the 
same, report favorably thereon with amendment and recommend 
that the bill do pass. 

The amendment is as follows: 

Page 1, line 6, strike out “$10,000” and insert in lieu thereof 
$3,0007’. 

The purpose of the proposed legislation is to pay David Hanan, of 
Chicago, Ill., $3,000, in full settlement of all his claims against the 
United States for persoral injuries, medical, and hospital expenses, 
sustained by him as the result of improper surgical treatment which 
he received from personnel of the United States Army in an operation 
on April 1, 1943, at Camp Claiborne, La., causing continuing personal 
injury and pain and suffering and necessitating a further operation 
by civilian doctors which disclosed a surgical sponge in his abdomen. 


STATEMENT OF FACTS 


The claimant was inducted into the Army on December 5, 1942. 
He was sent to Camp Claiborne, La., for basic training and on the 
morning of April 1, 1943, he was injured while riding on an Army 
truck in which a stove exploded, and Private Cohen was struck by 
fragments of the stove and also injured as a result of landing on his 
left side after his leap from the truck. He was taken to the station 
hospital at Camp Claiborne, where he was operated upon at 6 p. m. on 
the same day. It was found that he had a ruptured spleen and a 
ruptured left kidney. The spleen was removed and the left kidney 
was sutured and left in place. 
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On August 2, 1943, claimant was honorably discharged from the 
Army on a certificate of disability for discharge. It appears that from 
that period until he was operated on in the American Hospital in 
Chicago, Ill., on March 18, 1950, the claimant suffered reoccurring 
attacks of vomiting, diarrhea and fever, and that the operation re- 
vealed that a piece of sponge or gauze had been left in his abdomen as a 
result of his operation at Camp Claiborne on April 1, 1943. Subse- 
quent thereto, and in May 1952, the claimant was given a physical 
examination at the United States Army Dispensary, Fifth Army 
Headquarters, Chicago, Ill. The salient parts of the examination 
reveal that his weight prior to Army service was 125 pounds and that 
his weight at the time of the examination was 162 pounds, and he had 
lost no weight during all of the intervening period. He stated that he 
suffered from frequent diarrheal episodes with abdominal cramping 
ever since he was age 11. He was described as a well developed and 
well nourished individual and the diagnosis was to the effect that his 
recurrent episodes of fever, vomiting and diarrhea suffered, was due to 
a bladder pathology rather than caused by the failure to remove the 
sponge. As a result of this examination the veteran was rated as 40 
percent disabled, 30 percent for a spleen condition, and 10 percent for a 
nervous condition, and has been since February 22, 1944, receiving 
disability compensation in the amount of $63 per month. 

It is the established law in the courts upheld that military personnel 
could not before the Federal Tort Claims Act, and cannot now, sue 
the Federal Government for injuries where the injury arises out of 
or are in the course of activity incident to service that has been 
handled exclusively by Fe deral law relating only to veterans and 
administered by the Veterans’ Administration. 

The claimant’s present compensation is at the rate of $63 per 
month, which would appear to be adequate for che physical disabilities 
sustained by this claimant as the result of his military service and the 
operation performed on him on April 1, 1943. 

However, it seems entirely equitable, and the Department of the 
Army agrees, that the claimant should be reimbursed for the medical, 
hospital, and incidental expenses, including loss of wages incurred by 
him as the result of the sponge or gauze being left in his abdomen on 
April 1, 1943. 

Since this bill was considered last year, the claimant has submitted 
numerous bills, some of which are only approximations as a result of 
the death or nonexistence of the doctors or drug concerns who furnished 
the services or medicine. The loss of wages is set forth only in approxi- 
mation in an affidavit by the claimant himself. Some bills submitted 
are for dental services and for foot surgery, which would not seem to 
be the result of the injury incurred incident to service. 

All of the bills submitted, which would appear to be relevant and 
pertinent to the injury for which reimbursement should be made, 
including loss of wages according to my capitulation amount to ap- 
proximately $2,772.10. We, therefore, would recommend that this 
bill be amended to strike therefrom the figure of $10,000 and insert 
in lieu thereof the figure of $3,000, and as so amended it is recom- 
mended that the bill do pass. 
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DEPARTMENT OF THE ARMY, 
Washington 25, D. C., October 29, 1952. 
Hon. EMANUBL CELLER, 
Chairman, Committee on the Judiciary, 
House of Representatives. 


Dear Mr. Cetver: Reference is made to your letters enclosing copies of 
H. R. 6653, 82d Congress, a bill for the relief of David C. Hanen (nee David 
Cohen), and H. R. 6853, 82d Congress, a bill for the relief of David Hanan, and 
requesting reports on the merits of said bills. 

H. R. 6653 would authorize and direct the Secretary of the Treasury to pay 
to David C. Hanen, of Chicago, Ill., out of any money in the Treasury not other- 
wise appropriated, the sum of $10,000 “‘in full settlement of all claims against the 
United States for personal injuries sustained and expenses incurred as the result 
of an operation at the base hospital, Camp Clairborne (Claiborne), La., on 
April 1, 1943.” 

H. &. 6853 would authorize and direct the Secretary of the Treasury to pay to 
David Hanan, of Chicago, IIl., out of any money in the Treasury not otherwise 
appropriated, the sum of $10,000 ‘‘in full settlement of all claims of the said 
David Hanan against the United States for personal injuries, loss of income, med- 
ical and hospital expenses, and pain and suffering sustained by him as the result 
of improper surgical treatment which he received from personnel of the United 
States Army in an operation on April 1, 1943, at Camp Claiborne, La., causing 
continuing personal injury and pain and suffering and necessitating a further 
operation by civilian doctors which disclosed a surgical sponge in his abdomen.” 

It appears that the David C. Hanen named as claimant in H. R. 6653 and the 
David Hanan named as claimant in H. R. 6853 are one and the same person. 

Inasmuch as each of these bills would compensate the claimant for damages 
sustained by him as the result of the same incident, a single report is being sub- 
mitted to the Congress on the two bills. 

The claimant named in these two bills was born in Chicago, IIl., on August 26 
1922, and was named David I. Cohen. He was inducted into the Army of the 
United States as a private under that name at Chicago on December 5, 1942. He 
was sent to Camp Claiborne, La., for basic training, and he never served at any 
other military station. On the morning of April 1, :943, Private Cohen who was an 
Arniy cook, was riding in the rear of an Army truck with a group of soldiers on Army 
maneivers. {t appears that there were two portable gasoline stoves on the truck 
iu question which were used to cook food for troops. At about 9 a. m. when one 
of the soldiers lit one of the stoves it exploded and caused the truck to catch on 
fire. Private Cohen was sitting close to one of the stoves when the explosion 
occurred and he and the other occupants of the truck, which was traveling at a 
speed of about 35 miles per hour, immediately jumped from the burning vehicle. 
Private Cohen did not remember being struck by fragments of the stove, but he 
did remember landing on his left side after his leap from the truck. He was taken 
to the station hospital at Camp Claiborne where he was operated on at about 
6p. m. on the same day. It was found that he had a ruptured spleen and a rup- 
tured left kidney. The spleen was removed and the left kidney was sutured and 
left in place. 

On August 2, 1943, Private Cohen was honorably discharged from the Army on 
a certificate of disability for discharge. 

It appears that some time subsequent to his discharge from the Army, Private 
Cohen changed his name to David C. Hanan, but no evidence has been submitted 
to the Department of the Army showing that such change of name was made by 
a decree of court. 

Mr. Hanan states that after he was discharged from the station hospital at 
Camp Claiborne following the operation performed on him on April 1, 1943, he 
began to experience a constant feeling that something had been left inside of him 
at the time of the operation. He also suffered from diarrhea constantly. 

It appears that following his discharge from the Army in August 1943, Mr. 
Hanan was hospitalized at the Veterans’ Administration Hospital at Hines, IIL, 
for a short time, where he was placed on a soft diet which seemed to improve his 
condition. It further appears that in 1948, while he was suffering from an attack 
of vomiting and diarrhea, he went to the Civie Medical Center, 20 East Jackson 
Boulevard, Chicago, IIll., for examination. X-rays of Mr. Hanan’s abdominal 
region were taken at said medical center on April 20, 1948, which disclosed an oval 
opaque shadow below the right 12th rib. He was again examined at such medical 
center on February 23, 1950, and March 4, 1950. On the last-mentioned date 
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X-rays were again taken which revealed the oval shadow previously shown on the 
X-rays taken on April 20, 1948. An operation was advised. 

On March 12, 1950, Mr. Hanan was admitted to the American Hospital 
Chicago, Ill., for observation and treatment. He was operated on in said hospital 
on March 18, 1950, at which time a disintegrating mass of gauze was found ar 
removed from his abdomen. On February 12, 1952, the medical records libraris 
of the American Hospital submitted a report concerning Mr. Hanan which rea 
in pertine nt part, as follows: 

; * * David Hanan, age 27, living at 3223 Douglas Blvd., Chicago, Ill., * 
was admitted to this hospital on March 12, 1950, and was discharged March 24 
1950. 

“History of illness: This patient is suffering from a stomach illness for aby 
2 weeks. The pain was sudden with nausea and vomiting. The patient stat 
he was hurt in an explosion on April 1, 1943. He was operated on about 6 hi 
later at which time his spleen was removed and left kidney was sutured. Sit 
then patient has had some abdominal pain but not continuous until recently. 

‘Diagnosis: Incapsulated foreign body in abdomen. 

“Treatment: Surgery, March 18, 1950. Exploratory laparotomy was done and 
the findings were as follows: Disintegrating mass of gauze enclosed in a mass of 
adherent bowel and omentum whic h is surrounded by free pus. Many larg¢ 
purple lymph nodes are present. 

In May 1952 Mr. Hanan was given a physical examination at the United Stat 
Army Dispensary, Fifth Army Headqi iarters, Chicago, Ill. The report of 
examination, dated May 21, 1952, reads, in pertinent part, as follows: 


‘In February 1950, patient [David C. lcanal experienced chills, fever, na \ 
vomiting, diarrhea and abdominal pain. He was found to have an elevated 
white blood count), and right, upper quadrant abdominal tenderness. H 
was soar erat d, and gall bl ad ider visualization was performed, revealing what was 
thought to be a ‘tumor’ or ‘cyst’ in the right upper quadrant. Surgical explora 
tion at American Hospital, Chicago, in March 1950 revealed the presence of a 


‘sponge’ wl ich presumably had been left within the abdomen during previous 
surgery. 

‘Since the above surgery he has improved somewhat, but still has occasiona 
abdominal pain and episodes of diarrhea. 

‘Patient is intolerant to all greasy or fried foods, onions, cabbages, and ; 
‘rough’ foods. He has lost no weight and at present, weighs 162 pounds. He is 
5 feet 44% inches. His weight prior to Army service was 125 pounds. He gai 
all of his weight following his first operation, at Camp Claiborne. 

“His surgical past history is negative except what has been described above 
His present medical history, ine lude s frequent diarrheal episodes with abdom na 
cramping ever since age 11. He states he has never passed any blood per rect un 
but did have frequent diarrhea and ‘stomach trouble.’ He feels this condi 
was aggravated after his surgery at Camp Claiborne. 

“Physical examination: Patient is a well developed, well nourished, rather obese 
white male, who appears somewhat older than his stated 29 years. Blood pres- 
sure 120/80; pulse 64; height 64 inches; weight 167 pounds. Examinatio 
abdomen reveals fairly marked obesity. There are 2 well healed longitudina 
abdominal scars both approximately 8 inches in length, the older scar, a 
paramedian incision, the more recent one, a right paramedian incision, botn ex- 
tending from their respective costal margins to the level of the umbilicus. Liver 
and kidneys are not palpable. Spleen has been surgically removed. There are 
no masses palpable. Bowel sounds are active. There is moderate right upper 
quadrant tenderness with muscle guarding. 

“Summary: History of frequent diarrhea and abdominal pain since age 11 
Claimant alleges aggravation of the above sy mptoms following emergency surger) 
for ruptured spleen and left kidney performed at Camp Claiborne in 1943. It is 


stated that a surgical sponge was anaes from his abdominal cavity in Mar« 


1950, and the presence of this foreign body was the cause of aggravation of his 
symptoms. He still experiences occasional abdominal pain and diarrhea. Phys- 
ical examination reveals only moderate right upper quadrant abdominal tender- 
ness, which, with history of intolerance to fatty and greasy food, recurrent 
episode s of right upper quadrant pain, with chills and fever, and vomiting w: 
strongly suggest gall bladder pathology. It is believed that his chronic diarrhea 
is on the basis of a mucous colitis (or irritable colon) which, understandab! 
could | e altered in its severity by changes in his emotional stability. 
“Impression: (1) Irritable colon; (2) possible cholecystitis, chronic.” 





on the 


spital, 
Spital 
d and 
rarian 
reads, 


kk * 


h 24, 


about 
states 
hours 
Since 


e and 
LSS of 
large 


tates 
that 
usea, 
VBC 

He 
Was 
lora- 
of a 
vious 


ional 


any 
le is 
ined 


Ove. 
1inal 
bum, 
ition 


| ese 
res- 
n of 
linal 
left 
l @X- 
siver 
» are 
pper 


11. 
2eTY 
It is 
arch 
F his 
hys- 
der- 
rent 
ould 
rhea 
bly, 





DAVID HANAN 5 


On May 22, 1952, the Regional Office of the Veterans’ Administration at 
Chicago, Ill., furnished the Department of the Army with the following in- 
formation concerning David C, Hanan: 

“(a) The claims folder shows that Mr. Hanan is employed as secretary to the 
vice president of Sears Community State Bank. His salary is $275 monthly. 

“(b) The veteran claims as a dependent, his mother, Mrs. Leah Cohen, who 
was born July 2, 1903. 

“(e) The Veterans’ Administration does not have any information onthe amount 
of medical or hospital expenses incurred by Mr. Hanan, * * *. 

“(d) The veteran is now rated as 40 percent disabled and is receiving disability 
compensation of $60 monthly.”’ 

The regional office of the Veterans’ Administration at Chicago in a further 
letter to this office, dated September 29, 1952, concerning David C. Hanan, said: 

“In a decision rendered by this Administration on February 22, 1944, he was 
held disabled to a degree of 30 percent for a spleen condition and 10 percent for 
a nervous condition, both incurred in service in World War II, making a combined 
rating of 40 percent. 

“Under this combined rating he has received disability compensation of $40 
monthly from August 3, 1943, to May 31, 1944; $46 monthly from June 1, 1944, 
to August 31, 1946; $55.20 monthly from September 1, 1946, to November 30, 
1949; $60 monthly from December 1, 1949, to June 30, 1952; $63 monthly from 
July 1, 1952.” 

Subsequent to the introduction of H. R. 6653 and H. R. 6853, and after the 
Department of the Army had been requested to submit reports on said bills to 
your committee, there was submitted to this Department an affidavit executed 
by David C. Hanan on February 21, 1952, which reads, in pertinent part, as 
follows: 

“David C. Hanan, being first duly sworn on oath, deposes and says that he is 
seeking compensation by act of Congress for injuries received by him while in 
military service during 1943 * * *. 

“That since said time [he] has expended in excess of $4,000 for medical, hospital, 
and other expenses in and about endeavoring to get well.” 

Since the Denianne of the Army received the above-mentioned affidavit it 
has on two separate occasions specifically requested Mr. Hanan to furnish it 
with statements, or bills, from each of the private physicians who have examined 
or treated him since his discharge from the Army on August 2, 1943, and also 
statements, or bills, from each of the private clinics where he received hospitali- 
zation or medical treatment since that date, showing the respective amounts of 
their bills, and also evidence showing the approximate amount of the expenses 
incurred by him for medicines and incidental expenses in connection with his 
treatment since August 2, 1943. Up to the present time the claimant has not 
responded to those requests. 

The Federal Tort Claims Act (60 Stat. 843; 28 U. S. C. 931), as revised and 
codified by the act of June 25, 1948 (62 Stat. 933; 28 U.S. C. 1346 (b)), and as 
amended by the act of April 25, 1949 (63 Stat. 62), provides that the United 
States district courts shall have exclusive jurisdiction of all tort claims against 
the United States accruing on and after January 1, 1945, where the amount 
claimed exceeds $1,000, including specifitally claims for “personal injury or death 
caused by the negligent or wrongful act or omission of any employee of the 
Government while acting within the scope of his office or employment, under 
circumstances where the United States, if a private person, would be liable to 
the claimant in accordance with the law of the place where the act or omission 
occurred,” 

In the case of Feres v. United States (340 U. S. 135), 3 separate cases were 
disposed of in the opinion of the Supreme Court, 1 of the cases being that of 
the suit of one Jefferson, a former soldier in the United States Army. On July 
3, 1945, while Jefferson was in the Army he was required to undergo an abdominal 
operation. About 8 months later, in the course of another operation, after he 
had been discharged from the Army, a towel 30 inches long by 18 inches wide, 
marked ‘‘Medical Department U.S. Army” was discovered and removed from his 
abdomen. He filed a suit against the United States in the United States District 
Court for the District of Maryland in which he sought the recovery of damages 
on account of the personal injuries sustained by him as the result of the negligence 
of the Army surgeon in leaving said towel in his abdomen. After a trial on the 
merits the district court concluded that the United States was not liable in this 
type of case under the Federal Tort Claims Act, as amended (Jefferson v. United 
States, 77 F. Supp. 706), and the United States Court of Appeals for the Fourth 
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Circuit affirmed that decision (Jefferson v. United States, 178 F. 2d 518). Thy 
Supreme Court affirmed those decisions, saying, in part, as follows: 

‘'We conclude that the Government is not liable under the Federal Tort Claims 
Act for injuries to servicemen where the injuries arise out of or are in the cours 
of activity incident to service. Without exception, the relationship of militar) 
personnel to the Government has been governed exclusively by Federal law. We 
do not think that Congress, in drafting this act, created a new cause of action 
dependent on local law for service-connected injuries or death due to negligenc« 
We cannot impute to Congress such a radical departure from established law 
the absence of express congressional command.”’ 

The facts in the present case are similar to those in the Jefferson case, except 
that the negligence of the Army surgeon in leaving a sponge of gauze in Mr 
Hanan’s abdomen occurred on April 1, 1943, which was prior to the effecti 
date of the Federal Tort Claims Act (January 1, 1945). The evidence shows that 
Mr. Hanan has been receiving compensation from the Veterans’ Administrat 
since the time of his discharge from the Army on a combined rating of 40 percent 
disability (30 percent for a spleen condition; and 10 percent for a nervous cond 
tion, both incurred while he was on active duty in the Army during World War II 
His present compensation is at the rate of $63 per month, which, in view of his 
condition, will probably continue to be paid to him indefinitely. This compensa 
tion would appear to be adequate for the physical disabilities sustained by tl 
claimant as a result of his military service and the operation performed on him 
April 1, 1943. 

It appears that after his discharge from the Army Mr. Hanan was compelled 
to incur considerable medical, hospital and incidental expenses before he learne 
that there had been left in his abdomen at the time he was operated on at the 
station hospital at Camp Claiborne on April 1, 1943, a sponge of gauze. In 
addition to this he had to pay for surgical treatment and hospitalization incid« 
to the removal of said sponge of gauze. In his affidavit of February 21, 1952 
hereinbefore referred to, Mr. Hanan stated that such expenses were ‘“‘in excess 
of $4,000,” but he has never furnished the bills covering said expenses nor ar 
itemization thereof. 

It is the view of the Department of the Army that Mr. Hanan is equitably 
entitled to be reimbursed by the United States for the medical, hospital, and 
incidental expenses actually incurred by him as the result of the sponge of gauze 
being left in his abdomen on April 1, 1943, provided that he submits to yo 
committee proper statements or bills evidencing such expenses. Pending the 
receipt of such evidence it is reeommended that no legislation for the relief of this 
claimant be enacted by the Congress. 

The Bureau of the Budget advises that there is no objection to the submi 
of this report 

Sincerely yours, 
FRANK Pace, Jr., 
Secretary of the Arn 


Crvic Mepicat CENTER, 
Chicago 4, Ill., April 26, 1950. 
Re David Hanan. 


I. ARcHER LEVIN, 
Chicago, Ill. 

DeaAR Mr. Levin: This patient was first seen by us on April 3, 1948, complaining 
of abdominal pain and diarrhea. He stated that on April 1, 1943, he was injured 
while on duty at Camp Claiborne, La., when a stove on a truck on which he was 
riding exploded. Several hours later he was operated upon, at which time hi 
was told that his spleen had been removed. Following his recovery he went home 
on furlough, but was readmitted because of abdominal pain and diarrhea. He 
was discharged from the camp hospital on August 2, 1943, and 2 weeks later he 
entered Hines Hospital because of chills, fever, diarrhea and abdominal pains 
No X-rays were taken. These complaints have been recurring intermittent] 

On examination there was a left rectus sear, but no masses were felt. Stool 
cultures were negative for ova or pathogenic organisms. Gastro-intestinal X-rays 
taken April 20, 1948, revealed evidences of mild colitis and an oval opaque 
shadow below and parallel to the right 12th rib. 

He was seen again on February 23, 1950, when he complained of severe abdomi- 
nal pain, diarrhea, vomiting, chills and fever. At this time there was tenderness 
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»--........ DAVID HANAN 7 
and rigidity in the right upper quadrant. The white biood count was 20,000+. 
Hospitalization was refused at this time and under treatment he improved. . On 
March 4, 1950, X-rays again revealed the oval shadow previously seen on April 20, 
1948. This had not changed materially. At this time a tender swelling was 
noted to be definitely present in the right upper abdomen. 

An operation was advised, and on March 18, 1950, a laparotomy was performed 
at the American Hospital. This revealed a disintegrating surgical sponge en- 
capsulated by loops of bowel and inflamed omentum, and surrounded by thick 
pus. The sponge and surrounding diseased omentum were removed. Recovery 
has been uneventful. 

Very sincerely yours, 
LAWRENCE Jacquss, M. D. 





Tue AmerRIcAN Hospitat or CHIcaco, 
February 12, 1952. 
Dr. LAWRENCE JACQUES, 
Chicago, Ill. 

Dear Doctor: Following is summary of the a of David Hanan, 
age 27, living at 3223 Douglas Boulevard, Chicago, IIl., who was admitted to this 
hospital on March 12, 1950, and was discharged March 24, 1950. 

C. C.: Pain in stomach and right side of epigastrium. 

History of illness: This patient is suffering from a stomach illness for about 
2 weeks. The pain was sudden with nausea and vomiting. The patient states 
he was hurt in an explosion on April 1, 1943. He was operated on about 6 hours 
later at which time his spleen was removed and left kidney was sutured. Since 
then patient has had some abdominal pain but not continuous until recently. 

Diagnosis: Incapsulated foreign body in abdomen. 

Treatment: Surgery March 18, 1950. Exploratory laparotomy was done and 
the findings were as follows: Disintegrating mass of gauze enclosed in a mass of 
adherent bowel and omentum which is surrounded by free pus. Many large 
purple lymph nodes are present. 

Attached are original X-ray reports and original pathological record. 

A. CANNON, 
Medical Records Librarian. 


Tue AMERICAN HosritaL OF CHICAGO, 
DEPARTMENT OF ROENTGENOLOGY, 
Chicago, Til. 


X-ray No. 74830. Hospital No. 115570. Examination of gastrointestinal tract. 


Room No. 306. Union No........... Dr. Steinberg. 
Mr. David Hanan. Date: March 16, 1950. 


Examination of the gastrointestinal tract by an alimentary procedure reveals 
a cascade type stomach with regular contours of its walls in all projections. The 
duodenal bulb unfolds spontaneously and shows no gross deformities. The bulb 
is posterior and directed downward. The transit of the meal is performed in due 
time. 

An oval shaped calcific density, 5 centimeters in length and 2 centimeters in 
width, is projected on the right transverse process of the 2d lumbar vertebra. 
It has no relation with the gastrointestinal tract. 

Conclusion: (1) No evidence of a gastric, duodenal or, colonic pathology. 
(2) Oval shaped calcific density, 5 centimeters in length projected at the right of 
the lumbar spine, with no direct relation to the gastrointestinal tract. 

On the basis of this and other examinations performed elsewhere it is assumed 
that the structure represents either a foreign body or a calcified hematoma. 


Fritz Rorspart, M. D. 
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THe AMERICAN HospPITAL OF CHICAGO, 
DEPARTMENT OF ROENTGENOLOGY, 
Chicago, Ill 


X-ray No. 74796. Hospital No. 115570 Examination of chest. 
Room No. 106 Union No .... Dr. M. J. Steinberg. 
Mr. David Hanan. Date: March 13, 1950. 


Examination of the chest reveals no evidence of a major pulmonary pathology 
A mild increase of the peribronchial markings in the right lower lung lobe is not 
The costophrenic sinuses are free. The heart and the aorta are of regular si 
shape, and site. 

Conclusion: No evidence of a major pulmonary or cardioaortic pathology. 


Fritz Rornpart, M. D 





AMERICAN HospITaL 
PATHOLOGICAL RECORD 


Name: Hanan, David. Room 306-B Hospital No. S-318; 115570 
Doctor: Dr. Jacques. Date: March 18, 1950 
Clinical diagnosis: Omentum and contents. 

Gross description of specimen: Three irregular masses of soft fatty tissue 
largest measuring 9 centimeters in diameter and containing a surgical sponge 
cystlike structure. One of the smaller pieces has attached to it an oval shap 
piece of firm grey purple tissue. 

Microscopic description: Section of lymph node shows thickening of the caps 
with hyperplasia of the reticulum cells. The interstitial blood vessels are dilat« 
and ccngested. There are two sections of fat present with a dense fibrous capsu 
like lining on one side that has many small arteries present in the capsular wall. 

Pathological diagnosis: Surgical sponge surrounded by fat. Reactive hyper- 
plasia of lymph node. 


Dr. B. H. Netman (WPM), M. D., 
Pathologist 


STATE OF ILLINOIS, 
County of Cook, ss: 
AFFIDAVIT 


} 


David C. Hanan, being first duly sworn on oath, deposes and says that he is 
seeking compensation by act of Congress for injuries received by him whil 
military services during 1943, as will appear more fully from accompany 
documents. 

That since said time has expended in excess of $4,000 for medical, hospital, and 
other expenses in and about endeavoring to get well. 

Affiant further states that he makes this affidavit for the purpose of furthering 
his claim aforesaid, and further affiant saith not. 

Davip C. HANAN. 


Subscribed and sworn to before me this 21st day of February 1952. 


[SEAL] Ropert J. WEIss, 
Notary Publi: 


No. 1651 
8. J. ZAKON, M. D. 


CuicaGco 24, Itu., November 17, 1952 
RECEIVED FROM David Cohen $14 for professional services in 1949. 
S. J. Zaxon, M. D 
BY Gis Ws 
$14. 
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LEONARD GELFAND, D. D. 8. 
Cuicaago, IL. 
Statement 


For dental services to David Cohen September 1, 1948, to January 17, 1949, 
$80. 


L. GetFranp, D. D. 8. 


CIVIC MEDICAL CENTER 


Curcaco, Inu., November 17, 1952. 


Statement 


To David Hanan, 3223 Douglas Boulevard, Chicago, IIL: 
Paid as follows for medical and surgical services: 
Year 1948_____-_- a bella a a ake 
EE Nic capruaaciow wie ends ees 
Year 1951_- creer a Shek cele solaeenaee - . 00 
ee PO Bs: PEt nntyic nao det entonanden es . 00 


Nore.—The above payments do not include drugs, prescriptions. These you 
add to any outside purchases, and add to above totals, plus payments to hospital, 
if any. 


5. 50 








STATEMENT 
DR. DANIEL F. SILBERBERG 


|Dentist 
Curicaco, ILt., November 20, 1952. 


Mr. Davip HANAN, 3223 Douzlas Boulevard: 
For professional services: Dental services rendered for the period commenc- 
ing March 3, 1951 until present date, $200. 
Received by: 
Dr. Dante. F. SILBERBERG. 


Cuicaco, November 18, 1952. 


B. B. SHAPIRO, M. D. 
Mr. Davip CoHEN: 
To professional service: Medical services rendered for the period commencing 
September 1943 until December 1949, approximately $325. 
Received payment: 
Bens. B. SHAPIRO. 
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NOVEMBER 19, 1952. 
To Whom It May Concern: 
This is to certify that David Cohen has spent about $300 in drugs and pre- 
scriptions within 7-year period. 
OapEN-TURNER Drove Co., INc., 
Chicago, Ill. 





Curicaco 13, ILt., 
November 20, 1952. 
Mr. Davip HANAN, 3223 Douglas Boulevard, 


AMERICAN HOSPITAL 


Hospital room and care at $13 per day, from Mar. 18, 1950 to Mar. 24, 
1950 $78. 00 


Hospital room and care from Mar. 12, 1950 to Mar. 18, 1950 at $7.50 per 


eae wen Asked we ae aed ashe 15. 00 
Operating room fee-_-.-.-.-.-.--.-- = : wou ae 
Anesthetic-- ---- ee ; ‘ ‘ . 25.00 
Mecieines.... <<<..-.-- : wie ‘ 5 16. 75 
Ss Sale a ete oh non = er 42. 50 
Laboratory fee__..----- ahs ak bls ba 21. 50 
ee paehaeaanak nme 1. 30 

TEs oi: silenced a ee sepia ea dats is sia ‘in . 295. 05 


AFFIDAVIT 


David C. Hanan, being first duly sworn, deposes and says: 

1. That he is the same person for whose benefit H. R. 6653 and H. R. 6853 
were introduced in Congress. 

2. That he is submitting herewith statements evidencing some of the expenses 
incurred in endeavoring to get well from injuries received while in the United 
States Army. 

3. That the following expenses were occurred by this affiant who is unable to 
get statements therefor, for the reasons hereinafter set forth, to wit: 

Garfield Park Hospital, Chicago, X-rays and treatments, unable to locate 
records, over $100. 

Dr. Remmington, Chicago, foot surgery, unable to locate records, over $50. 

Dr. Hershfield, Chicago, deceased, treatments, over $50. 

Dr. Gordon, Chicago, deceased, treatments, over $200. 

Mesirow drug store, out of business, medications, over $250 

4. That he lost wages in excess of $500 during 1943-45, by absence from illness 
from his employment at the United Wallpaper, Inc., Chicago. 

5. He makes this affiant for the purpose of supplementing the statements 
enclosed herewith to aid in the passage of the bills of aforesaid. 

Further affiant saith not: 

Davin C, HANAN, 


Described and sworn before me this 4th day of May A. D. 1953. 
FRANK P. GulIstTo. 
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MAR 18 1954 CHANCY C. NEWSOM 
LAW LIBRARY 


Marcu 4, 1954.—Committed to the Committee of the Whole House and ordered 
to be printed 


Mr. Lang, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany H. R. 5460] 


The Committee on the Judiciary, to whom was referred the bill 
H. R. 5460) for the relief of Chancy C. Newsom, having considered 
the same, report favorably thereon with amendments and recommend 
that the bill, as amended, do pass. 

The amendments are as follows: 

1. Strike out all after the enacting clause down to the period 
line 1, page 2, and substitute the following: 

That the Secretary of the Treasury is authorized and directed to pay, out of any 
money in the Treasury not otherwise appropriated, to Chaney C. Newsom, 28 
Northwest 36 Court, Miami, Florida, the sum of $17,800. The payment of such 
sum shall be in full settlement of all claims of the said Chaney C. Newsom against 
the United States, personally and on behalf of his minor daughter, Susan M. 
Newsom, arising out of the permanent injuries and disfigurement suffered by said 
daughter on February 21, 1952, when she was severely burned due to the explosion 
of an oil switch at Camp Wood, Kumamoto, Kyushu, Japan. 


Amend title so as to read: 

\ bill for the relief of Chancy C. Newsom. 

The purpose of the proposed legislation is to pay to Chaney C. 
Newsom, of Miami, Fla., the sum of $17,800, in full settlement of all 
his claims against the United States, personally and on behalf of his 
minor daughter, Susan M. Newsom, arising out of the permanent 
injuries and disfigurement suffered by his daughter on February 21, 
1952, when she was severely burned due to the explosion of an oil 
switch at Camp Wood, Kumamoto, Kyushu, Japan. 


STATEMENT OF FACTS 


The Department of the Army’s report, dated January 21, 1954, 
gives in detail the history of this proposed legislation. Such report 
42007 
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recommends that the bill be enacted if it is amended so as to reduce 
the sum from $60,000 to $17,800. 

Therefore, your committee concurs in that recommendation and the 
bill is amended accordingly. 

The report of the Department of the Army is as follows: 


DEPARTMENT OF THE ARMY, 
Washington 25, D. C., January 21, 1954, 
Hon. Cuauncry W. ReEep, 
Chairman, Committee on the Judiciary, 
House of Representatives. 

Dear Mr. Reep: Reference is made to your letter enclosing a copy of H. R, 
5460, 83d Congress, a bill for the relief of Sgt. Chancy C. Newsom, and requesting 
a report on the merits of the bill. 

This bill provides as follows: 

“That the Secretary of the Treasury is authorized and directed to pay, out of 
any money in Treasury not otherwise appropriated, to Sergeant Chancy C. New- 
som, RA-18136142, the sum of $60,000. The payment of such sum shall be in 
full settlement of all claims of the said Sergeant Chancy C. Newsom against the 
United States arising out of the permanent injuries and disfigurement suffered 
by his minor daughter, Susan B. Newsom, on February 21, 1952, when she was 
severely burned due to the explosion of an oil switch at Camp Wood, Kumamoto, 
Kyushu, Japan.”’ 

Records of the Department of the Army indicate that Sfe. Chaney C. Newsom 
(now discharged from the service and residing at 28 Northwest 36 Court, Miami, 
Fla.) was, on February 21, 1952, a member of the military police detachment at 
Camp Wood, Kumamoto, Kyushu, Japan, and that, together with his dependents, 
he occupied public quarters on that post. On the morning of that day, his daugh- 
ter, Susan M. Newsom (referred to in H. R. 5460 as Susan B. Newsom), aged 5 
years, was playing in the immediate vicinity of the family’s quarters. At about 
11:40 a. m. two Japanese electricians, Eiji Sanada and Kazuo Yano, employees of 
the United States security forces in Japan, were dispatched by the office of the 
regional post engineer, Camp Wood, to find and correct a reported electrical 
failure in that area. The transformer bank which controlled that area was located 
in the near vicinity of Sergeant First Class Newsom’s quarters and was enclosed 
by a 10-foot solid wood fence with a door or gate for entrance. As the electricians 
approached the transformer enclosure, they noticed that the child, Susan M. 
Newsom, was following them. They attempted to dissuade her, but were un- 
successful as they were speaking Japanese. Mr. Sanada stayed with the child 
some 8 to 10 feet away from the entrance while Mr. Yano entered the enclosure 
and inspected the equipment. Mr. Yano found that a 3,300-volt oil circuit break- 
er was open. He attempted to close it twice, unsuccessfully, and Mr. Sanada then 
decided to attempt todoso. He left the child alone and went inside the enclosure. 
When he attempted to close the switch, the circuit breaker exploded, spraying 
burning oil over Mr. Sanada, and, through the open doorway onto the young 
child, who ran to her home with her hair in flames. She was treated at the local 
United States Army medical dispensary and taken immediately to Fukuoka 
Army Hospital, where she was found to be suffering from second and third degree 
burns on the left hand, on the left side of her face, and on approximately three 
fourths of her scalp. She remained in the hospital until June 19, 1952, during 
which time 12 blood transfusions were administered to her and 6 skin grafts were 
made. 

Following her release from the Army hospital, she was returned to the care 
of the post surgeon at Camp Wood. His findings with respect to her condition 
at that time are contained in a medical summary dated July 8, 1952, as follows: 

“Susan was returned to my care approximately 4 months after the original 
accident. A complete physical at this time revealed the following findings: Posi- 
tive findings were confined to the skin surface. The donor sites of skin grafts 
were as follows: ant. left thigh, 16 x 7 em.; lat. left thigh, 18 x 8 cm.; post. left 
thigh, 13 x 5 em.; ant. right thigh, 18 x 7 em.; lat. right thigh, 16 x 8 em.; post. 
right thigh, 10 x 4 em.; lower left quadrant of abdomen, 14 x 10 em.; left lower 
back and buttocks, 16 x 4 em.; right lower back and buttocks, 16x 7 em. The 
dorsal surface of the left hand over the entire thumb, portion of the index finger 
and one-third of the middle finger showed scarring and grafting. Except for 
small areas of hair, estimated at one-tenth of the original amount, the entire 
scalp is scarred and grafted. There is minimal scarring of the pinna of the right 
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ear. There is marked scarring, distortion, and destruction of the pinna of the 
left ear. The left side of the face is scarred and grafted from the ear to the 
lateral margin of the left eye extending down three-fourths the length of the 
face. There is no evidence of injury to either eye. 

“There will definitely be factors of permanent disability in this child from both 
the cosmetic and psyehie point of view. Its degree is difficult to estimate at this 
time. A wig will of course be required for the rest of her life and even future 
plastic surgery will not be able to remove evidence of scarring from her face and 
left ear, as well as her left hand.” 

Current photographs of the child indicate that the damage to the scalp, left 
ear, left side of face, and left hand is still very apparent. 

Investigation determined that about 10 minutes before the accident the child’s 
mother had checked on her and found her playing with other children in the 
immediate vicinity. When the mother looked for her again the accident had just 
happened. A Japanese servant also had made frequent trips outside to look 
after the child. 

The circuit breaker which exploded was of a type in general use throughout the 
Far East. It consisted of a casing containing approximately 7 gallons of oil, 
serving as an insulating material in which the switch was immersed. Examina- 
tion of the casing following the incident disclosed that the metal on the inside 
just above the oil level was rusted, indicating the presence of moisture which would 
weaken the insulating value of the oil. Under such conditions, short-circuiting 
currents produced by repeated attempts to close the switch undoubtedly heated 
the oil to its flash point, thus causing it to ignite and explode. The evidence 
further indicated that the repair or adjustment of the oil switch could have been 
accomplished without its exploding and that the method used was characterized 
by negligence. 

Following the accident, the child’s father submitted a claim against the United 
States in the amount of $22,800, consisting of $1,500 anticipated cost of plastic 
surgery, $1,300 anticipated cost of toupees, and $20,000 for torment from de- 
formity, loss of earning power, and general damages. The claim cannot be con- 
sidered under the provisions of the Foreign Claims Act (act of January 2, 1942, 
55 Stat. 880), as amended (31 U. 8. C. 224d), because the child was not an inhabi- 
tant of the country where the incident occurred. It cannot be considered under 
the provisions of the Federal Tort Claims Act of 1946 (60 Stat. 842), as amended 
(28 U. 8. C. 921-934), inasmuch as the cause of action arose in a foreign country. 
The only other statute available to the Department of the Army under which 
the claim could be considered is the act of July 3, 1943 (57 Stat. 372), as amended 
(31 U. 8S. C. 223b), under the provisions of which compensation is limited to 
hospital and medical expenses actually incurred and no compensation may be 
made for pain and suffering or permanent partial aisability. As the child was 
treated at Army medical facilities there were no actual expenses incurred and, 
accordingly, no allowance could be made administratively under such act. The 
claimant was, therefore, left without any remedy by which compensation could 
be provided administratively. 

That the accident occurred through the negligence of Department of the Army 
employees, acting within the scope of their employment, is not to be denied. 
The workmen obviously recognized that danger was inherent in their operations, 
including the possibility of trouble where high voltages and oil were concerned. 
More effective steps should have been taken to protect the child. A mere warn- 
ing in Japanese, where there was good reason to believe that it would not be 
understood, was insufficient under the circumstances. Some positive action, 
such as physical removal of the child, or notification to some adult, was indicated. 
Failure to accomplish this constituted negligence. 

The child’s parents appear to have contributed in no way to the cause of the 
accident. Both personally and through a servant the mother had made frequent 
inspections of the child’s activities. There is no evidence that the parents had 
been informed of any condition in the housing area which should be avoided 
because of its inherently dangerous character. The opening of the transformer 
enclosure and work on the transformer was a special situation which was not 
brought to their attention. The mother’s actions indicate that she exercised 
all reasonable care commensurate with the demands of the known existing 
conditions. 

A 5-year old child is obviously too young to appreciate the danger inherent in 
such devices as high-voltage electrical equipment (32 Am. Jur. 826). There is 
no evidence here that the child was actually within the enclosure. In fact, she 
appears to have remained outside and a few feet away from the open door, a 
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place where she appears to have had a perfect freedom to be in the past. ‘The 
probability of danger resulting to a child who uses premises with the acquiescence 
of the owner, from a condition on the premises, requires the owner to exercise 
sare for the benefit of the child in proportion to the danger involved’”’ (38 Am, 
Jur. 781). Even though it were considered that the child was trespassing, or 
even meddling, which is certainly not the case here, the application of the attrac- 
tive nuisance doctrine (88 Am. Jur. 802), as applied from the first of the “turn- 
table cases’ (Sioux City & P. R. Co. v. Stout, 17 Wall (U. 8S.) 656, 21 L. Ea. 
745), renders inescapable the conclusion that the failure of the Government’s 
employees to take positive action to effect the removal of the child from the 
vicinity of the installation was the proximate cause of the accident. 

The amount of $60,000 provided for in the bill is substantially in excess of that 
considered reasonable by most courts. Although on one occasion an Illinois 
appellate court has held that a jury award of $65,000, including $2,798.75 for 
medical expenses, in a case involving facial burns to a 6-month-old infant was not 
excessive, there were other considerations (shoulder injury, head retracted to one 
side, and no likelihood of success in skin grafting) in the case (Lindroth v. Walgreen 
Co., 1949, 338 Ill. App. 364, 87 N. E. 2d 307). In the absence of a showing of 
improper motives on the part of the jury, appellate courts are reluctant to interfere 
even though it may appear that an error of fact in the amount awarded probably 
occurred (Houston Coca-Cola Bottling Co. v. Kelley, 1942, C. A. 5th, Tex., 131 F, 
2d 627; Fairmount Glass Works v. Cub Fork Coal Co., 287 U. 8. 474, 77 L. Ed. 
439, 53 S. Ct. 242, 16 A. L. R. 2d 21). Also, it must be remembered that trial 
courts are reluctant to disturb a jury’s verdict on the ground of excessiveness 
unless it is clearly shown that the jury disregarded the court’s instructions or was 
influenced by passion, prejudice, corruption of other improper motives (Jones vy. 
Atlantic Refining Co., 1944, D. C. Pa. 55 F. Supp. 17). 

A Virginia court has held that an award of $15,000 to 1 4-year-old boy, in a 
case involving very extensive and disfiguring facial injuries, together with limita- 
tion on movement of lower jaw and a broken collarbone, was not excessive (Na- 
tional Fruit Products Co. v. Wagner, 1946, 185 Va. 38, 37 8S. E. 2d 757). In 
Minnesota, a $10,000 award to a 14-vear-old boy for substantial disfiguring burns 
involving permanently embedded debris and permanent discoloration of both 
hands and face, as well as a change in his personality and attitude toward others, 
similarly was held to be not excessive (Fjellman v. Weller, 1942, 213 Minn. 457, 
7 N. W. 2d 521). In Pennsylvania, when a 4-year-old girl received very extensive 
lacerations of the face involving permanent disfigurement, together with other 
injuries (laceration of right arm and greenstick fracture of right radius and ulna) 
an award of $17,500 (reduced from $25,000 by the trial court) was considered 
excessive and a further reduction of $3,500 to $14,000 was ordered (Felo v. Grocery 
& Baking Co., 1943, 347 Pa. 142, 31 A. 2d 522). In all these cases, of course, 
medical and hospital expenses were involved. 

In the present case, therefore, while the amount of $1,500 could be expended for 
plastic surgery and $1,300 conceivably could be spent for toupees during the child’s 
lifetime, the award of the sum of $60,000 primarily for pain and suffering and dis- 
figurement appears to be grossly excessive in the light of the court decisions 
discussed above. It would appear that, under similar circumstances, the courts 
have found that $15,000 more equitably represents the amount which should be 
awarded as compensation for this portion of the claim and that the total award, 
therefore, should not exceed $17,800 ($15,000 for pain and suffering and disfigure- 
ment; $1,500 for plastic surgery; and $1,300 for prosthetic devices). 

Accordingly, the Department of the Army is opposed to the enactment of H. R. 
5460 in its present form but would have no objection if it should be amended to 


read as follows: 
“A BILL For the relief of Chancy C. Newsom 


“Be it enacted by the Senate and House of Representatives in the United States of 
America in Congress assembled, That the Secretary of the Treasury is authorized 
and directed to pay, out of any money in the Treasury not otherwise appropriated, 
to Chancy C. Newsom, 28 Northwest 36 Court, Miami, Florida, the sum of 
$17,800. The payment of such sum shall be in full settlement of all claims of the 
said Chancy C. Newsom against the United States, personally and on behalf of 
his minor daughter, Susan M. Newsom, arising out of the permanent injuries and 
disfigurement suffered by said daughter, on February 21, 1952, when she was 
severely burned due to the explosion of an oil switch at Camp Wood, Kumamoto, 
Kyushu, Japan.” 
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The Bureau of the Budget advises that there is no objection to the submission 
of this report. 
Sincerely yours, 
Joun SLEZAK, 
Acting Secretary of the Army. 


AtLanta, Ga., February 11, 1954. 
Re Susan M. Newsom, H. R. 5460. 


Hon. James C,. Davis, 
Member of Congress, 
House Office Building, Washington, D. C. 

Dear CONGRESSMAN Davis: In reference to the report of Mr. John Slezak, 
Acting Secretary of the Army, regarding the accident and resulting injuries to 
Susan M. Newsom (referred to in H. R. 5460 as Susan B. Newsom) February 21 
1952, we have given the same careful consideration and study and agree with sub- 
ject report except as to the amount being excessive. 

In reaching the figure of $60,000, as the amount of the claim, we have taken 
into consideration all of the circumstances surrounding this matter. Of course, 
you know that you cannot by any scale except good judgment, based on experi- 
ence, evaluate a claim of this type. I am sure that there is not one person in the 
world that would, if given the opportunity, accept any sum of money to suffer 
what this little girl has had to go through and what she will have to suffer the 
remainder of her life. 

In sustaining the claim for the sum, we shall attempt to show that it is in no 
way excessive, but on the contrary is reasonable and just. 

First, let us consider the physical pain that this little girl (age 5 years) has 
suffered. On the 21st day of February 1952 she was a healthy, happy, and beauti- 
ful child playing in the yard. Then, because of facts and circumstances over 
which she had no control and did not contribute to, she became a human torch, 
covered with burning oil. To suffer such physical pain for these few minutes is 
worth more than all the money in the world. 

The pain and suffering did not stop here. She was given first aid, and immedi- 
ately sent to Fukuoka Army Hospital where she remained for 119 days. During 
this time she was given 12 blood transfusions and 6 skin grafts. This was not 
done to hide a few scars, but to save her life. After leaving the hospital, she 
continued to receive treatment. She has not recovered to date and she will not 
recover. 

This is shown by the medical summary of the post surgeon of Camp Wood, 
which reads in part as follows: 

“There will definitely be factors of permanent disability in this child from both 
the cosmetic and psychic point of view. Its degree is difficult to estimate at this 
time. A wig will of course be required for the rest of her life and even future 
plastic surgery will not be able to remove evidence of scarring from her face and 
left ear, as well as her left hand.” 

In connection with her present condition, I am enclosing 3 pictures of Susan 
which were made on December 9, 1953, almost 23 months after the accident. 

The scars of these burns on the face, head, and hand will go with this little girl 
throughout her life. I am sure that you can see that the disfigurement, which 
cannot be hidden, will cause her whole personality to change. With such dis- 
figurement, she can never know the moments of happiness as other girls do. 

This little girl at the time of the injuries was 5 years of age, and according to the 
1941 Commissioners Standard Ordinary mortality table, she has a life expectancy 
of 59 years, 277 days. Through each and every day during this span of time she 
must go through life handicapped, not only in her personal adjustment but in 
adjusting to public life. 

In reaching the measure of damages, we refer you to the 45th edition of the 
Veterans’ Administration schedule for rating disabilities, which states under 
code 7800: 

“The scars, disfiguring head, face, or neck, complete or especially repugnant 
deformity of one side of face or marked or repugnant by lateral disfigurement, 
50 percent.” 

Under the same code for a severe condition, it states especially if producing a 
marked or unsightly deformity of eyelids, lips, or auricles, ete., 30 percent. 
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There is a footnote under both of these ratings which reads: 

When in addition to tissue loss and cicatrization, there is marked discolorati 
color contrast, or the like, the above 50 percent rating may be increased to 85 
percent and a 30 percent to 50 percent. The 50 percent rating will pay $86.25 
per month and 30 percent, $47.25 per month.” 

The Government definitely fixed the measure of damages for injuries and di 
abilities of the character complained of or suffered by military personnel, and 
certainly if the Department of Defense agrees as to the amount of disability f 
military personnel, it should apply also to this little girl. According to Mr. Johr 
Heist, chief claims officer of Veterans’ Administration here in Georgia, after seeing 
pictures of the child, and basing his opinion upon the above-named diagno 
codes, 50 percent disability would not be excessive, and, basing the remainder 
her life on the mortality table, she would have an additional 58 years of life 
present veteran’s ability at 50 percent is approximately $86.25 per month tha 
multiplied by 12, is $1,035 per year. With 58 years remaining, under the mor 
tality tables of life, she would certainly be entitled to more than $60,000 which the 
bill provide We are sure that if the committee could see this little child per- 
sonally and understand the psychie disability involved in this case, they would 
rate it far above the 50 percent disability, and I believe that the committee will 
understand that, in a female child, disfigurement is far more important from the 
psychie point of view than in a male child. If proper skin and plastic surge 
could evaluate the cost of the repair to this child’s face, head, and hand, we would 
probably find that the Department of Defense’s figure, in correcting any part of 
this disfigurement, is far below what the actual cost would be, if it could be done 
at all. 

We wish to cite the case of Rand versus United States in the southern district 
of Georgia, at Brunswick, when Judge Scarlett awarded a $59,000 judgment 
which the Government did not appeal as excessive. In this case, the child involved 
was a 2-vyear-old male child with a permanently disabled knee due to a rifle bullet 
caused by the negligence of Army personnel at Camp Stewart. We call attenti 
to this case as the judgment was paid by the Government in March 1952, and we 
were of counsel for the plaintiff. 

It is our sincere hope that this matter can be brought to a conclusion at an early 
date. From the file, you will note that this accident took place on February 2] 
1952, and the father of this girl is very anxious to give his daughter the proper 
surgical attention, and whatever else is necessary. However, he is a man of 
very limited means and it is impossible for him to do this at the present time 

I am sending an extra copy of this letter. Thought you might need it. 

With best wishes, I am 

Yours sincerely, 
TarRRis & GOWER, 
By Gertrupe Harris 


Unrrepv Srates Army Hosprrat, 
8162d AU, APO 1105, 17 June 1952. 
Subject: Clinical summary, Susan M. Newsom, dependent of Sgt. Chancy 
Newsom, 8022d Army Unit, APO 37. 

This 5-year-old female admitted this installation on February 21, 1952, with 
the history of accidentally being burned by burning oil approximately 1215 hours, 
February 21, 1952, at Camp Wood, Kumamoto, Kyushu, Japan. She was treated 
at the dispensary at Camp Wood and brought to this hospital immediately. 

Examination on admission revealed second- and third-degree burns of the left 
side of the face, left ear, and scalp. There was no apparent injury to the eyes 
In addition, there are second- and third-degree burns of the left hand over the 
dorsum of the first, second, and third metacarpals and first and second fingers 
Patient received no specific local medication to the burned areas. She was 
given general supportive treatment in the form of intravenous fluid and blood 
She had a moderate amount of vomiting for the first 2 days prior to admission. 

By February 24, patient was taking fluids and food by mouth. The edema 
which was present over the left side of the face was subsiding. On February 28 
the burned surfaces appeared fairly dry and the left hand was immobilized on a 
metal splint in the position of function. On March 4, 1952, under general endo- 
tracheal anesthesia, the burns of the left hand, face, and scalp were debrided 
It was seen that the third-degree burns of the scalp involved approximately 
three-fourths of the calvarium. Fine mesh gauze and 5 percent aureomyci! 
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ointment were applied and pressure dressings were applied to the scalp and left 
hand. On March 7, under endotracheal anesthesia, split thickness skin graft 
was taken from the anterior aspect of both thighs and applied to the left side 
of the face and sealp. The left hand was immobilized in a light circular plaster 
cast. Repeated dressings and split thickness skin grafts were done during the 
following period until the last operative procedure, which was the small split 
thickness skin graft from the back to the scalp on June 2. The skin graft of the 
left hand had a 90 percent take and at the present time is functionally adequate. 
However, there is a moderate amount of searring of the web between the first 
and second fingers which at some later date may need revision. The grafted 
areas of the scalp and face are completely healed except for 4 small granulating 
areas Which will apparently heal in by themselves. Since the greater portion of 
the left external ear is absent, in the future after the patient reaches maturity, 
probably plastic repair will have to be done. 

The patient’s weight during the hospitalization course has remained approx- 
imately the same and at the present time is 39 pounds. 

On June 17, plasma protein was 7 grams percent and hemoglobin was 13 grams. 
During her hospitalization, she received a total of 3,300 cubic centimeters of blood 
with no evidence of transfusion reaction. 

Patient is being discharged at this time for further convelescence at home and, 
if convenient, would like to follow this patient at 1 month intervals for the next 
3 months. 

Diagnosis: 

8403: Burns, second and third degree; left hand, dorsum first and second 
metacarpal region, dorsum of thumb, and proximal two-thirds of index finger, 
left side of face, and approximately three-fourths of scalp, Accidentally burned 
by burning oil, approximately 1215 hours, February 21, 1952, Camp Wood, 
Kumamoto, Kyushu, Japan. 

Operation: 

956: Debridement of burn, left hand; March 4, 1952; sod. pent. N20, ether, 
endotracheal. 

904: Debridement of burn, left side of face and scalp; March 4, 1952; sod. pent., 
N20, ether, endotracheal. 

855: Skin graft, split; March 7, 1952; GOE, endotracheal: anterior aspect, both 
thighs, to left hand, left side of face and scalp. March 21, 1952; pent., N20, 
ether, endotracheal; posterior thighs to head. April 4, 1952; ether, endotracheal, 
02 insufflation vinethene ind.; back and buttocks to head. April 22, 1952; gen. 
endotracheal, GOE; anterior abdominal wall to head. May 13, 1952; endo- 
tracheal; right thigh to back and sealp. June 2, 1952; ether, N20, endotracheal; 
lower back to sealp. 

919: Change of dressing, head: March 17, 1952; sod. pent. N20, ether, endo- 
tracheal. April 14, 1952; GOE, endotracheal with 02 insufflation. April 18, 
1952; gen. GOE, endotracheal. May 1, 1952; GOE, endotracheal, insufflation. 
May 7, 1952; GOE. May 27, 1952; sod. pent. 02, ether endotracheal. 

969: Change of dressing, hand, left; March 17, 1952; sod. pent., N20, ether, 
endotracheal. Right thigh, dorsum: April 14, 1952; GOE, endotracheal with 
02 insufflation. April 18, 1952; gen. GOE, endotracheal. 

939: Change of dressing, buttocks; April 14, 1952; GOE, endotracheal with 02 
insufflation. Back: April 18, 1952; gen. GOE, endotracheal. April 22, 1952; 
Gen., endotracheal, GOE. May 1, 1952; GOE, endotracheal, insufflation. 
May 7, 1952; GOR. 

Disposition: Discharged from hospital, June 19, 1952. 

C. Harowup Conn, 
First Lieutenant, Medical Corps. 

A certified true copy: 

Karu J. VONDERHAAR, 
Captain, Medical Service Corps, Registrar. 


36TH Mepicat DETACHMENT, 
APO 37, July 8, 1952. 
Subject: Medical summary of events concerning Susan Newsom, daughter of 
Sfe. Chaney C. Newsom. 

To: Sfe. Chaney C, Newsom, 8022d A. U., APO 37. 

_ At approximately 1215 hours on February 21, 1952, I was called to the house of 
Sergeant First Class Newsom to see his 5-year-old daughter Susan, who had just 
been injured in an explosion of an oil switch on an electrical transformer. I 
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arrived approximately 5 minutes after the event. The home was filled with the 
pungent odor of burning hair. I first saw Susan seated on her mother’s lap, 
crying, covered with oil, obviously badly burned, and her hair almost completely 
burned off. I took here to the dispensary, where she was treated only with 
codeine and seconal to ease her distress. A close observation of the burns 
revealed extensive burns, either second or third degree, of the left side of the 
face, left ear, scalp, and dorsal surface of the left hand. Her condition remained 
good and at no time did she show evidence of shock. She was taken almost 
immediately to the Fukuoka Army Hospital and admitted. 

First-aid treatment was also given at this dispensary to the Japanese nationa] 
who was working on the transformer switch, who was also badly burned on the 
face, scalp, and arms with second- to third-degree burns. He was then sent to 
a local Japanese hospital. 

Susan was returned to my care approximately 4 months after the origina] 
accident. A complete physical at this time revealed the following findings 
Positive findings were confined to the skin surface. The donor sites of skin 
grafts were as follows: ant. left thigh, 16 x 7 cm.; lat. left thigh, 18 x 8 cm. 
post. left thigh, 13 x 5 em.; ant. right thigh, 18 x 7 cm.; lat. right thigh 16 x 8 em 
post. right thigh, 10 x 4 em.; lower left quandrant of abdomen, 14 x 10 em.; left 
lower back and buttocks, 16 x 4 em.; rt. lower back and buttocks, 16 x 7 cm 
The dorsal surface of the left hand over the entire thumb, portion of the index 
finger, and one-third of the middle finger, showed scarring and grafting. Except 
for small areas of hair, estimated at one-tenth of the original amount, the entiré 
scalp is scarred and grafted. There is minimal scarring of the pinna of the right 
ear. There is marked scarring, distortion, and destruction of the pinna of the 
left ear. The left side of the face is scarred and grafted from the ear to the 
lateral margin of the left eye, extending down three-fourths the length of the face. 
There is no evidence of injury to either eye. 

There will definitely be factors of permanent disability in this child from both 
the cosmetic and the psychic point of view. Its degree is difficult to estimate 
at this time. A wig will of course be required for the rest of her life, and even 
future platic surgery will not be able to remove evidence of scarring from her 
face and left ear, as well as her left hand. 

: R. A. BLoomFIe.p, 
First Lieutenant, Medical Corps, Post Surgeon. 

Certified true copy: 

Luoyp J. Favt, 
First Lieutenant, Military Police Corps, Provost Marshal. 





HEADQUARTERS, Camp Woop, 
OFFICE OF THE Provost MARSHALL, 
APO 87, June 30, 1952. 


STATEMENT SHEET 


Article 31. Compulsory self-incrimination prohibited. 

(a) No person subject to this code shall compel any person to incriminate 
himself or to answer any question the answer to which may tend to incriminate 
him. 

(b) No person subject to this code shall interrogate, or request any state- 
ment from an accused or a person suspected of an offense without first 
informing him of the nature of the accusation and advising him that he 
does not have to make any statement regarding the offense of which he is 
accused or suspected and that any statement made by him may be used as 
evidence against him in a trial by court martial. 

Read and explained by Ist Lt. Lloyd J. Faul. 

“T, Mrs. Chaney C. Newsom, was going about my duties as a housewife in my 
quarters No. 136, Camp Wood dependent housing area, Kumamoto, Kyushu, 
Japan, APO 37, on the morning of February 21, 1952. At approximately 10 
minutes to 12 o’clock I went to quarters 135—-A, M. Sgt. Wendel W. Pflasterer’s 
quarters, to check on my children, who had gone to play with Sergeant Pflasterer’s 
little boy, which they did almost every day. Mrs. Pflasterer was not at home 
but her housemaid was watching her child. The children were sitting in the 
living room looking at comie books. I then told them to be good and to come 
home when they left there. I returned to my quarters. At approximately 12 
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o'clock I went to check the children again. I got about half way to the door 
when I heard my daughter, Susan M. Newsom (5, female, white), screaming. 
Upon arriving in the front part of the house, I found my daughter, with her hair 
burning and a lot of people following her. I tried to put the fire out but the 
maids took over and when they had put the fire out I called the doctor and the 
provost marshal. Upon the arrival of the doctor, my daughter was taken to 
dispensary and given first-aid treatment. She was then taken to the United 
States Army Hospital, Fukuoka, Kyushu, Japan, APO 1105, by the doctor, 
Lieutenant Bloomfield, my husband, and myself. She was released on the June 
19, 1952. I later learned that she had been burned by the explosion of a 3.3- 
kilovolt oil switch to a transformer located behind building 135, dependent housing 
area, Camp Wood, Kumamoto, Kyushu, Japan, APO 37. 
“Mrs. Cuancy C, Newsom, 
“Dependent Wife, Sfc. Chancy C. Newsom, RA18136142, 8022d AU 
Station Complement, APO 37.” 


Sworn and subscribed to before me, the undersigned authority for administering 
oaths, this 31st day of July 1952, at Camp Wood, APO 37. 
Luorp J. Faun 
First Lieutenant, MPC, Summary Court. 


STATEMENT 


Present address: No. 403 Tsuboi, Kurokami-machi, Kumamoto City. 
Occupation: Electrical worker. 

Name and age: Sanada, Fiji; 22 years. 

Nationality and sex: Japanese, male. 

I am the subject living at the said address. I have been working as an electrical 
worker every day between 0800 hours and 1700 hours at Camp Wood since Decem- 
ber 20, 1951. I was questioned about the explosion of the oil switch at transfor- 
mer house right behind house No. 135-D, which happened around 1200 hours 
February 21, 1952, and I will relate as follows: 

Around 1200 hours, February 21, 1952, receiving a call about an electrical 
trouble at house No. 135-A, Yono, Kazuo, and I went to the said place to repair 
the oil switch. The cause of the trouble, we found, was that the oil switch at the 
transformer house was cut off. We were putting the high extension oil switch in. 
At first, Yono tried to put it in, but it didn’t go in. Then I took over, and put 
the oil switch in. All of a sudden, it exploded with a big noise, ‘‘Bang!”’ 

When we got to the transformer house at first, a girl of about 5 years old from 
house No. 136 was playing around the transformer house. As I mentioned above, 
when Yono was putting the switch in, I was standing at the entrance of the tower. 
She ran up to me, and then I thought it dangerous for her, I made her get back 
about 5, 6 meters (approximately 5 yards) away, because I don’t understand 
English. When I was putting the switch in, I had concentrated all my attention 
onit. After the explosion, I got burnt, and I got some water which was found at 
the back of house No. 135, and poured it over my head. I managed to put the 
flame out. The said girl was standing about 5 yards away from the transformer 
house when I was putting the switch in. I do not remember what was what 
after the explosion. 

I received a burn which needed 4 months of medical treatment. The reason of 
the sardrten is unknown, because I haven’t been working too long as an electrical 
worker. 

The foregoing is the truth. 

1 July 1952. 
Sanapa (fingerprint) Er. 


The above was read and explained to the subject, who affirmed it to be the truth 
by signing and affixing his fingerprint. 
Statement taken by: 
Oyama, TAKEYUKI, 
Policeman, South Police Station. 
A true translated copy: 
Tep OKAYAMA, 
Interpreter, PMO, Camp Wood, APO 37. 
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STATEMENT 


Present address: No. 1 dormitory for girls, Camp Wood, Shimizu-machi, 

Kumamoto City. 

Occupation: Housemaid. 

Name and age: Sasaki, Yoshiko; 28 years. 
Nationality and sex: Japanese, female. 

1. Time: Around 1200 hours 

Date: February 21, 1952. 

Transformer house near house No. 135 A. 

I have been working at house No. 135 A since September 8, 1950. 

February 21, 1952, was Bobby Pflasterer’s birthday and 4 or 5 children w 
playing at the house, as we were having his birthday party that afternoon. 
little after 1200 hours, Susie Newson herself alone went out of the house say 

I’ll go home and eat lunch.” I thought she had reached home safely, and 
I didn’t worry about her. About 5 minutes later, I heard a big noise and Su 
erying. I looked outside through the window, and Susie’s hair was burn 
She ran into her house. I also ran out to the house. I took Susie’s overcoat off 
and got a wiping cloth and put them over her head, and the flame went out. | 
put some oil on the burnt area, her head, and hands. About 10 minutes later 
a doctor came to the house and left with Susie. 
Sasaki (fingerprint) YosHrKo 

A true translated copy, July 1, 1952: 

Tep OKAYAMA, 
Interpreter, PMO, Camp Wood, APO 37. 


STATEMENT 


Present address: City house No. 20, No. 602 Ishikami, Shimazaki-machi, Kuma- 
moto City. 

Occupation: Depent housing area house painter. 

Name and age: Shiga, Shigeru; age 40. 

Nationality and sex: Japanese, male. 

I am the subject living at the aforementioned address. 

It was around 1205 hours, February 21, 1952, I and four other fellows were 
engaged in a paint job at houses No. 135, No. 137, and No. 138, area. As it was 
1200 hours, we sat down at the back of the house of No. 137, and, just as I opened 
my lunch box, I saw a real black smoke rising at the back of house No. 135—D 
and the explosion. I was surprised seeing this and thought it was a fire breaking 
out. Just when I started running, I saw a man running out of the transformer 
house with his hands on his head. He was covered with flames all over, and 
ran toward house No. 135—-A. Then I saw a girl of No. 136 house, with her head 
covered with flame, erying running home from the transformer house At the 
same time, another man was climbing over the fence of the transformer house and 
running away. Nothing seemed to have happened to him. 

The above is all I witnessed and is the truth. 

Suiaa (fingerprint) SHiGEerv. 

A true translated copy, July 1, 1952: 

Tep OKAYAMA, 
Interpreier, Provost Marshal’s Office, Camp Wood, APO 87. 


STATEMENT 


Present address: 3-137 Ri, No. 6000 Kengun-machi, Kumamoto City. 
Occupation: Housemaid 

Name and age: Inque, Miyoko; 29 years. 

Nationality and sex: Japanese, female. 

1. Time, date, and place: Around 1200 hours, February 21, 1952. At trans- 
former house at the back of house No. 135—D. 

2. I have been working at house No. 136 since September 1950. Around 1000 
hours, February 21, 1952, Susie Newsom was playing with 4 or 5 children outside 
They usually play at No. 135 house area. I looked outside 2 or 3 times while I 
was cleaning the house. The very next time I looked outside, they were gone 
Then I went over to No. 135—A house (Pflasterer’s), and I learned that it was 


Bobby Pflasterer’s birthday that day and they were going to have a party that 
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afternoon. That was why all the kids were gathered together. Seeing all the kids 
inside of the house, I went back to house No. 136. After a while, I heard a big 
noise and there was a real black smoke rising. I went outside immediately to 
see What had happened. I saw Susie running up to me crying, with her head 
burning up. She ran into the house, and Sergeant Newsom’s wife, and Yoshiko, 
and I put the flames out. Also, we applied some oil over her head, hands, and 
face. Mrs. Newsom called up the hospital. A doctor came over to the house and 
took Susie to the hospital. 
INquE (fingerprint) Mryroxo. 
A true translated copy: 
TEEL OKAYAMA, 
Interpreter, PMO, Camp Wood, APO 37. 


STATEMENT 


Present address: No. 597 Hetami Mifune-machi, Kamimashiki-gun, Kumamoto 

Ken. 

Occupation: Machine repairman. 
Name and age: Yonoo Kazuo, 26, Japanese, male. 

I am the subject residing at above address. 

] have been working as a machine repairman at Camp Wood dependent hous- 
ing area since May 1950. Around 1200 hours, February 2}, 1952, I was ques- 
tioned about the explosion which oceured at No. 16 transformer tower in Camp 
Wood. I will state as follows: ; 

On February 21, 1952, I came to work at 0800 hours. At the noon hour, we 
received a telephone call concerning an electrical trouble from No. 135-A house, 
Then Sanada Eiji and myself, two of us, went over to the house 

The trouble at No. 135—-A house was that an oil switch at No. 16 transformer 
tower (located just behind No. 135—D and 134 houses) was cut off. We, Sanada 
and myself, went inside of the transformer tower No. 16 around 1150 hours to 
fix it up. There was an American girl about 5 vears old playing around the en- 
trance of the tower. She was from No. 136 house. I don’t understand English 
at all, and I told here to keep off the tower and play over there in Japanese. But 
I’m not sure if she understood my warning. I think she was curious about it, and 
kept standing outside the fence around the tower, and watched us. 

In order to put the oil switch in, I pulled the red grip (made of glass) on which 
it read “In.” I pulled it twice. But it didn’t go in. Sanadatook over. I was 
standing right hand side of the entrance, inside of the tower. 

When Sanada pulled the switch for 2 or 3 times, the oil switch (left, outside 
part) blasted out ‘‘Bang’’ with a black smoke, which caught fire and burning 
toward outside through the entrance. Seeing the entrance burning, I climbed 
over the fence in atranct. Seeing Sanada catching fire, I poured some water over 
him near house No. 135—-A and the flames went out. As the house No. 135-B 
was under construction, it was vacant, so I entered and obtaining the fire ex- 
tinguisher, I got the fire at the transformer tower under control. 

I didn’t know what had happened to the girl who had been playing around the 
entrance, because I was in a trance, but later on, I heard that she was burned. 

When I visited Sanada at the hospital, I heard that the girl who was burned 
was standing way back from the entrance of the transformer tower right before 
the switch had exploded. 

The reason for the explosion was found out later when investigated that there 
was some foreign matter in the insulating oil. When the switch was thrown, the 
oil moved and sparked which resulted in the explosion 

I myself received burns which needed 5 days of medical treatment until it was 
completely cured. 

The foregoing is true in every respect. 

Yonoo (fingerprint) Kazuo. 


The above was read and explained to the subject who affirmed it to be the 
truth by signing and affixing his fingerprint. 


OyaMA TAKEYUKI, 
Policeman, Kumamoto South Police Station. 
A true translated copy: 
TED OKAYAMA, 
Interpreter, Provost Marshal’s Office, Camp Wood APO 37. 














p Congress | HOUSE OF REPRESENTATIVES /({ Report 


9d Session \ 1 No. 1302 


Iv MRS. ANN ELIZABETH CAULK 


H 4, 1954. Committed to the Committee of the Whole House and ordered 
to be pri ted 


Mr. Lanse, from the Committee on the Judiciary, submitted the 
following 


REPORT 
[To accompany H. R. 4532] 


The Committee on the Judiciary, to whom was referred the bill 
H. R. 4532) for the relief of Mrs. Ann Elizabeth Caulk, having con- 
sidered the same, report favorably thereon without amendment and 
recommend that the bill do pass. 

The purpose of the proposed legislation is to pay Mrs. Ann Elizabeth 
Caulk, of Annapolis, Md., $1,682.80, in full settlement of all claims 
against the United States for the death benefits she would have 
received if the claim she filed on March 29, 1948, had been considered 
as having been filed on April 1, 1944. 


STATEMENT OF FACTS 


The letter from Congressman Frank Small, Jr., dated December 8, 
1953, gives in part the history of this proposed legislation, and an 
affidavit signed by Mrs. Caulk, dated November 27, 1953, gives the 
full details of the claim. Numerous affidavits are attached and made 
a part of the record, all indicating that the delay in filing claim was 
through ignorance on the part of Mrs. Caulk in not knowing the law. 

After careful consideration, the committee was of the unanimous 
opinion that Mrs. Caulk should be paid death compensation in the 
amount carried by the bill. 

Private Law 235 of the 82d Congress, which was a bill for the relief 
of Ruth Alice Crawshaw, is a precedent for enactment of this bill for 
Mrs. Caulk. 

All pertinent evidence is as follows: 


42007 











2 MRS. ANN ELIZABETH CAULK 


CONGRESS OF THE UNITED STATEs, 
Hovusk o# REPRESENTATIVES, 
Washington, D. C., December 8, 1963 
Hon. Cuauncry W. Reep, 
Chairman, Committee on the Judiciary, 
House of Peprese ntatives, Washington, D. C 


Dear Mr. REEp: Reference is made to H. R. 4532, the private bill which ] 


introduced on April 13, 1953, in behalf of Mrs. Ann Elizabeth Caulk. 

Enclosed herewith are affidavits from Mrs. Caulk and Miss Evelyn C. Wor 
with whom she makes her home. These affidavits show that Mrs. Caulk did 
know and could not reasonably be expected to have known that she was eli 
for a pension as early as April l, 1944 the retroactive date provided for 
H. R. 4532 The facts covered by these affidavits are briefly: Mrs. Caulk app! 
for a pension in 1931, which was denied in 1932 in accordance with the tl! 
existing law. She accepted this decision as final Subsequent to denial of 
claim, illness and the effort to support herself occupied all of her time She i 
no occasion to learn of the subsequent change in the law which made her eli 
to receive a pension Not until 1948 was it brought to her attention, quit 
accident, that she might be eligible for a pension. Promptly upon learning 
she might qualify, she filed another claim which became effective on March 2 
1948. Had she known of the change in law earlier, she definitely would h; 
filed as early as April 1, 1944, since her financial need was extreme 

Additional statements forwarded herewith show that Mrs. Ann Elizab: 
Caulk is a woman of personal integrity, who is thoroughly honest and whx 
word may be unquestionably accepted as the truth 

I will genuinely appreciate it if you can find it possible to set a hearing 
H. R. 4532 shortly after the Congress reconvenes in January. Will you ple: 
advise me when this bill has been placed on vour agenda? 





With many thanks for your continued assistance and cooperation, I am 
Very sincerely yours, 
FRANK SMALL, Jr., M. ( 


ANNAPOLIS, Mp., November 27, 195 
To Whom It May Concern 


David Howard Caulk, my husband, died on November 19, 1931 I mad 
application for a WidoW's pension on December 31, 1931. It was disallo 
because our marriage Was not prior to the year 1922 


Mr. Caulk left very little of worldly benefits, so I was greatly perturbed, a 
was forced to accept What I believed to be final 





Employment was essential, and I became a nurses aide at the Union Memoria 








Hospital. In July 1935 I was notified by my sister, Miss Catharine C. Evar 
at Atlantic Citv, N. J., that our mother had suffered a paralytic stroke, and | 
went down We egreed that my sister continue her work, and I would 
mother and supervise the home On August 10, 1935, our mother ( aw 
On January 7, 1936, my sister was struck by a hit-and-run driver of an a 
mobile, and passed away January 9, 1936, as a result of injuries sustained fr 


said accident. 
I cont nursing in Atlantie City until February 1943. The heavy duti 
of nursing had begun to take a toll on my health so I decided to try other emplo 


' ; 
eda 








ment. I made application and took a position with the American Can C« 
26th and Howard Streets, Baltimore, Md. It was there I met Mrs. Charlott 
Perkins who was a timekeey This was the year 1944. As Mrs. Per! 
husband was in the Army overseas duty, I told Mrs. Perkins my story so 


asked me to come and live with her while her husband was away, as she w 
lonely, and it would help to cut expenses. In March 1944 I took residence: 
her home 

In May 1944, Mrs. Perkins entered the West Baltimore General Hospital fo 
an operation (a thyroidectomy). A week later I visited her at the hospital, a 
while still in the building, I had a complete collapse caused by malnutrition a 
toxemia. JI was there for 2 months 

[ had no one to care for me and had no funds, so I was moved to City Hospi 


Infirmary (poorhouse division) When I became ambulatory I was placed 





charge of the confectionery stand In the meantime Mrs. Perkins recovers 
her health and became curious of my whereabouts, and when she discovered | 


in the poorhouse after a 3-month period she appealed to Mayor Broening to ha 
me released in her (Mrs. Perkins’) care. 
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MRS. ANN ELIZABETH CAULK 3 


\{r. Perkins in the meantime had returned from the war, so I was taken to the 
home of Mrs. Maybelle Jones (Mr. Perkins’ aunt) 

During July and August of this year Mrs. Perkins had Dr. Bonelli treat me for 
angina pectoris, general physical breakdown. Prior to that in 1935 I was informed 
by a Dr. Edward Dyer that I had this heart condition and he treated me for same. 

After I had regained my health and strength sufficiently to go to work I obtained 
a position as nurse and companion to a Miss Katheryn Lochbehler’s mother, who 
was bedridden, at a salary of $50 a month with room and board. I was there for 
about 144 years. 

The patient became very difficult to handle and my health would no longer 
stand the strain. 

Hoping to better myself I took a position at the Emergency Hospital in Annapo- 
lis, Md., on December 1, 1947. It was here I met Miss Evelyn C. Wood as a 
patient. We became friends, and when she asked me why I did not receive a 
pension, I told her it had been denied because I was not eligible for it. This I 
absolutely believed. 

Miss Wood told me later that it sounded so fantastic that her private opinion 
was, “She must not have been married to the man.”’ 

When Miss Wood returned to her home I visited her. Six months prior to her 
operation her father had passed away from a heart attack, and she told me there 
was a lonely spot in her home that I could help to ease. She and her mother 
invited me to come and live in their home. I was to pay no board or room rent. 
All they wanted was companionship. 

Later on Miss Wood approached me about the Spanish-American War widows’ 
pension. I told her if she cared to waste her time in the attempt, I was satisfied, 
but I was sure of failure for I had already filed my claim and it had been denied. 

Miss Wood had insisted that I give up nursing and helped me to obtain a part- 
time position (4 hours a day) as telephone operator at Carvel Hall, Annapolis. 

One day while working, I received a telephone call from Miss Wood saying, 
“Hold your breath, don’t let this get you. Your pension has come through. 
You will receive $48 per month as long as you live.” 

Please believe me, the shock of such blessed relief can only be felt by one who 
has passed through such events as myself. 

Miss Wood has been more than a daughter to me, and she and her mother by 
sharing their home with me have given me so much happiness that I cannot 
express it in words. I can only say, ‘‘God bless them both and thank Him for the 
day He led me to them.” 

On the 24th of October I was struck by a boy riding a bicvele up on the street 
curb. I was carried in an ambulance to the United States Naval Hospital. Dr. 
Spier attended me. I had 3 fractured ribs and 2 broken ones. I was in the 
hospital for 2 weeks and 1 day. 

The doctor has advised me to always have nitroglycerine tablets on my person 
for heart condition after his examination. 

On Sunday, November 8, Miss Wood called for me in her car and I have been 
home 4 weeks Sunday, November 29. How good to be home again. 

If my story has been boring, I crave your forgiveness. I have tried not to go 
into too much detail, only the outline and important facts. 

At no time did I believe or even think that the law had been changed and that 
I was eligible for a pension. If so, I would have filed my claim at once. 

I take this opportunitv to deeply thank the Honorable Frank Small, Jr., for 
giving his valuable time and efforts in my behalf and, in appreciation if need be, 
I will appear in person to verify all and more than I have here stated. 

Since I have so often taken humiliation in so many ways, I trust that this case 
and my story be held as strictly confidential. 

With sincerity and gratitude to those who have helped me along the difficult 
road of life, I remain, 

Mrs. ANN Evizaperu CaAvuLk. 
State oF MARYLAND, 
County of Anne Arundel: 

Sworn and subscribed before me this 27th day of November 1953, in above 
county and State to be true and correct and sworn under due form of law and 
oath. 

[SEAL] Mary L. Dietz, Notary Public. 


My commission expires May 2, 1955. 





4 MRS. ANN ELIZABETH CAULK 


ANNAPOLIS, Mp., Novemlx 


, 
To Whom It Vay Concern: 

It was I, Evelyn C. Wood, who appealed to the Honorable Lansdale G. Sa 
to introduce a private bill in Congress for the relief of Ann Elizabeth Caulk 

First, I would like it to be understood that I am not trying to establish | 
edent. Mrs. Caulk’s case is out of the ordinary, therefore I believe it will rece 
consideration by those who have it in their power to fairly review the er 
story. I also respect Mrs. Caulk’s feelings and desire that all be treated as 
fidential. The old saying, ‘“Kach man to himself,’ I am sure applies to this ca 

I first met Mrs. Caulk in the Emergency Hospital, Annapolis, Md.. room 20] 
I spent 13 days there after an operation performed by Dr. Geo. Basil of Ai 
olis. Mrs. Caulk was my nurse. One day we were talking of various subj¢ 
and she mentioned that her husband was a Spanish-American War veteran 
asked if she received a widow’s pension. She replied, “No, I’m not eligil 
I have already applied and been denied.” I knew at once this could not be 
the thought crossed my mind that perhaps she was not married to the 
We both had a good laugh over this thought at a much later date. WI 
returned to my home Mrs. Caulk visited me at my invitation 

Several months prior to my operation my father, John William Wood, had 
died of a heart attack. My mother and myself had spent many lonely days 
our big home together, so since we both liked Mrs. Caulk we asked her if 
would like to make her home with us. This she did and continued to work at 
the hospital. Soon after she was living with me she had an accident in the 
hospital. She slipped on a freshly waxed floor injuring her ankle and hip 
was greatly worried for her salary stopped. It was at this time that I asked 
is she would like to have me make an attempt to obtain a Spanish-Americar 
War veterans widow’s pension. She almost discouraged me because she seen 
so positive that she was not eligible for same. However, I felt that nothing ri 
nothing gained; so I went to Mr. Walter Quinstead of the Veterans’ Administra 
tion. When I had told him the entire story he remarked that it was a pity inde 
for she had been eligible for many years and explained the change in the la 
Mrs. Caulk was still doubtful but at the expiration of 3 months, July 1948 
received her notice and check. This alone settled her doubts. If anyone could 
have known as I did her relief and joy when she received her pension | 
certain no one would doubt her ignorance of the change in the law. 

Since Mr. Caulk’s death, Mrs. Caulk has known what it is to be ill, to ha 
operations, to accept public charity, and to have no funds whatever. All of t 
I am sure gave her little time for law or its changes. To anyone associated wit 
law or the making of laws it is understandable and simple 

There is much more that could be said and told—all favorable to Mrs. Caulk 
I shall brief it to just this: Mrs. Caulk has lived in my home 5 years. I know her 
to be a lady; her honesty is unquestionable. My mother and I would trust her 
with any possession we have. Her loyalty is beyond doubt. 

I pray her case will be reviewed carefully and favorably. It will help to ass 
her future and make her life comfortable, if granted. 

The Honorable Frank Small, Jr., has seen fit to further the cause for which I 
am grateful and also regard as most gallant. To give aid to a woman who s 
needs it surely is gallant. I feel that Mrs. Caulk is worthy of receiving this 
money that would have been hers had she known the change in the law. 

Sincerely, 
Evetyn C. Woop 
STaTE OF MARYLAND, 
County of Anne Arundel: 


Sworn and subscribed before me this 27th day of November 1953, to be tru 
and correct and sworn under due form of oath and law 


[SEAL] Mary L. Dietz, Notary Pub 


My commission expires May 2, 1955 
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MRS. ANN ELIZABETH CAULK 


\NNAPOLIS, Mo., Ja 
Honorable L. G. Sass¢ ER, 
epresentative in Congress, 


Uppe r Marlboro. Md. 
Dear Srr: The lady who will present this letter, Mrs. Caulk, has been well 


| 
known to me for approximately the 18 months past. 

\t intervals during the time that I have known Mrs. Caulk I have had occasion 
to leave my home and family in her care and charge. I have known ever-in- 
creasing confidence in her personal integrity, discretion, loyalty, and complete 
reliability. She has the nicest sense of honor in all respects. I would not hesitate 

entrust her with any commission. 

| feel certain that this fine lady is morally entitled to that which she requests 

Congress to grant her. 
Thanking you for your very kind attention in this matter, I am 
Very respectfully yours, 


Corutss R. NUGENT, 
Lieutenant, United States Navy. 


BALTIMORE 2, Mp., December 21, 1951. 
To Whom It May Concern: 

his is to certify that I have known Mrs. Elizabeth F. Caulk for a period of 
over 20 years. I represented her in various matters pertaining to her deceased 
husband’s estate; and until a few years ago, I was in contact with her quite 
frequently. 

During the entire time I have known Mrs. Caulk, our professional relations 
ere very pleasant and thoroughly satisfactory; and | have no hesitancy in 
stating that she is thoroughly honest, capable, and intelligent, and entirely 
vorthy of every consideration. 

Very truly yours, 
HARRY SINGERMAN. 


“c 


Notation: The “‘estate’’ mentioned was small, indeed, and if check is made 
Mr. Singerman will verify this statement. ] 


ARLINGTON, Va., November 30, 1953. 
To Whom It May Concern: 

It gives us great pleasure to assure you of the character of Betty Caulk. We 
have known Mrs. Caulk since the birth of our first child. We have trusted Mrs. 
Caulk enough to leave our home twice for a vacation. She took care of our child, 
belongings, and home for a period of a week the first time, and 8 days the second 
time, 

Major Raaen was transferred from Annapolis to the Office, Chief of Ordnance, 
at the Pentagon in 1951. We thought enough of Mrs. Caulk to ask her to take 
care of our child and home the second time, when we took a trip out of the United 
States of America. Upon returning from each vacation we found our home in 
excellent condition, our youngster happy and healthy. She not only kept our 
home intaet, but had done much more in training our child than we had expected. 
We never felt a moments worry away from our home or child with Mrs. Caulk in 
charge. Both of us feel we have a long way to go before we could ever find one so 
responsible, honorable, and trustworthy. 

If you should have any further inquiries as to Mrs. Caulk, we would be most 
happy to answer you. 

Sincerely, 
Emity B. RAAEN, 
Mrs. J. C. Raaen, Jr., 
JoHn C. RAAEN, Jr. 
JoHn (C Raaen, Jr., 
Major, USA, 
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NOVEMBER 27, } 
lo Whom It Vay Concern 


This letter is written as a reference for Mrs. Calk whom we have know 
approximately 1 year. During this period, we have frequently called uw 
to take over the care of our 3 children who range from 1! to 7 vears in agi 
all times we have found her to be honest, very pleasant, reliable, cour 
trustworthy, and responsible. While she has been in complete charge 
household during our absence, she has proven herself to be a person wt 
can recommend as having the highest standards of character and respot 

ROBERT Q. HEGLUND, 
Lieutenant, CHC, United State \ 
Mrs. Ropert Q. HeauuNnp 


ANNAPOLIS, Mp., January 
To Whom It May Concern: 





This letter is to advise that I have represented Mrs. Ann E1 beth ( 
the past several years concerning her legel problems and to my knowl 
hes no means of supporting herself and has no income other then the 
which she receives from the Veterans’ Administration 

The compensation that I reecived has been little if any at all and kno 


destitute conditions, ] he ve not made anv demand for same 

It is my personal belief that any compensetion she mey receive woul 
her to maintain her way of life in a more adequate nature and contribute 
to her personal health and welfare. 

It is a known fact to me that at the present time she is living with friend 
have been very generous in assisting Mrs. Caulk to have a comfortable |} 
So far as [ know I do not believe that Mrs. Caulk hes any property and 


depend solely upon these friends for a place to live 





WiLtuiam J. Bor 


DECEMBER 21, 195 
To Whom It Vay Concern 
Mrs. Anne Elizabeth Caulk has been a friend of mine for some year 
In 1942 she came to live with me when I found out mv husband was to : 


the Army I knew she had no one to take care of her. 

She tried very hard from time to time to work, but her health was not 
I took her to Dr. Bonelli, who treated her for a heart condition I pai 
doctor and medicine bills. Soon after she wes visiting me in the West Balt 
General Hospital when she collapsed and spent 2 months there. All of 
bills at the hospital were taken care of by the city I brought her home 

My husband went into the Army February 1943 I had Mrs. Caulk w 
until Christmas. I closed my apartment and wnet to live with my mother 
took Mrs. Caulk to my husband’s aunt Mrs. Ceulk wes with Mrs. May! 


Jones as a charity guest for over a year. When she became ill again, she 

to the city hospital for help. They put her in the poor house. It was a f 
weeks before I knew these things had happened. I went to visit her. Whi 
saw the conditions in which she was living, and the lack of food and me 

care, I, at once, contacted the mayor. Mrs. Caulk was released to my 

I helped her to get back on her feet again. 

After that she lived from one place to another—all friends. She finally decid 
to go to Annapolis to see if she could work again. 

I have been getting letters from her from time to time, She has still ha 
share of trouble since she left me. What has happened to her in Annapoli 
be had from the people she is living with now 

Yours truly, 
Mrs. CHARLOTTE PERKINS, 
Baltimore 18, M 

I, Anthony A. Sill, notary publie in city of Baltimore, do state that the 
Mrs. Charlotte Perkii s, appeared before me this 8th day of January 1952, a 
did sign the above statement 

[SEAL] AntHony A, SILt, 

Notary Pub 


My commission expires May 4, 1953. 





MRS. ANN ELIZABETH CAULK 


VETERANS ADMINISTRATION, 
Washington 25, D. 3., May 20, 1958. 
Hon. CHauncey W. REeEp, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington 25, D. C. 
Dear Mr. Reep: This has further reference to your request for a report by 
he Veterans’ Administration on H. R. 4532, 83d Congress, a bill for the relief 
f Mrs. Ann Elizabeth Cault, which provides as follows: 


“That the Secretary of the Treasury is authorized and directed to pay, 
out of any money in the Treasury not otherwise appropriated, to Mrs. Ann 
Elizabeth Caulk, Annapolis, Maryland, the sum of $1,682.80. The payment 
of such sum shall be in full settlement of all claims of the said Mrs. Ann 
Elizabeth Cault (Veterans’ Administration claim numbered XC-—2647167 
against the United States for the death benefits she would have received if 
the claim she filed on March 29, 1948, had been considered as having been 
filed on April 1, 1944. No part of the amount appropriated in this Act in 
excess of 10 per centum thereof shall be paid or delivered to or received by 
any agent or attorney on account of services rendered in connection with 
this claim, and the same shall be unlawful, any contract to the contrary 
notwithstanding. Any person violating the provisions of this Act shall be 
deemed guilty of a misdemeanor and upon conviction thereof shall be fined 

any sum not exceeding $1,000.” 


David H. Caulk, bab 2647167, entered active service in the Armed Forces of 
United States on April 24, 1898, was honorably discharged on October 7, 
1898, married the claimant on November 7, 1931, and died of a non-service-con- 
i cause on November 19, 1931. 
\ declaration for widow’s pension under the act of May 1, 1926, was filed with 
Veterans’ Administration on December 31, 1931, by Elizabeth E. Caulk 
e and the same person as Ann Elizabeth Caulk) as the unremarried widow of 
veteran. Her claim was denied on February 6, 1932, on the ground that her 
arriage to the veteran on November 7, 1931, did not occur prior to September 
922, the then applicable marriage delimiting date under the act 
Subsequently, section 2 of the act of March 1, 1944 (58 Stat. 107; 88 U.S. C 
4 (a)), effective April 1, 1944, extended the marriage delimiting date to January 
1938. On March 29, 1948, Ann Elizabeth Caulk filed another application for 
leath pension under the act of May 1, 1926, as reenacted and amended. Based 
ipon this latest application, and upon the Veterans’ Administration determina- 
that the suicidal death of the veteran was not service-connected, an 
award of death pension in the amount of $48 monthly, effective March 29, 
1948, was made to her as his unremarried widow. By letter dated June 18, 1948, 
Veterans’ Administration informed her of this award and, among other 
ngs, further informed her that if she had substantial reason to believe that the 
ision Was not in accordance with the law and the facts in her case, she could 
ippeal to the Administrator of Veterans’ Affairs at any time within 1 year from 
the date of that letter. This she did not do. Under section 5 (a) of the act of 
May 23, 1952 (66 Stat. 90; 38 U. S. C. 277), effective July 1, 1952, this rate of 
ension was increased to $51.60, and monthly installments at the increased rate 
ire presently going forward to the widow. 
Subsequent to the time of the mentioned death pension award, inquiries were 
ide by or on behalf of the widow as to whether pension may be payable for 
period prior to the effective date of the award, March 29, 1948, and partic- 
arly whether the widow was entitled to pension from the date of enactment of 
»act of March 1, 1944, which act rendered her potentially entitled to a pension. 
Veterans’ Administration letters of reply, among other things, advised that 
ler the law the widow was not entitled to death pension for any period prior 
March 29, 1948, the date of filing of application 
Che effective date of an original award of death pension, where entitlement is 
ly the result of enactment of the mentioned act of March 1, 1944, is the day 
following the date of death of the veteran or April 1, 1944, whichever is the later, 
f application is filed within 1 year from the date of the veteran’s death; other- 
Wise pension is payable from the date of filing application. An application 
pending on March 1, 1944 is considered a claim under such act Final adminis- 
trative action of denial of Mrs. Caulk’s prior claim of December 31, 1931, had 
been taken on February 6, 1932, and there was no claim pending in the case on 
March 1, 1944. While Mrs. Caulk became potentially entitled to pension on 
\pril 1, 1944, since her subsequent claim was not filed until March 29, 1948, it 





Ss MRS. ANN ELIZABETH CAULK 


ir that the award of pensior her was properly commenced as 
latter dats 

The sum propo o be paid by the bill, $1,682.89, equals the total a 
thly ments of death pension to which Mrs. Caulk would hay 


of mon 


entitled during the period April 1, 1944, through March 28, 1948, had s! 


applicatior \pril 1, 1944, the effective date of the act of Ma 
1944 
The circumstances of this case have been carefully considered. No reason jg 
apparent why it should be singled out for special legislative treatment by q y 
thorizing payment of death pension from an earlier date than is permitted by 
general law To grant legislative relief in this case would be discriminatory 
against others in the same or similar cireumstances, and might form a precedent 
for similar relief in other cases 
The Veterans’ Administration does not believe that private bills of this 
should receive favorable consideration 
Advice has been received from the Bureau of the Budget that there would } 
no objection to the submission of this report to the committee 
sincerely yours, 
H. V. Strr.ine 
Cari R. Gray, Jr 
(For the Administrator 


Private Law 235—S82p CoNGREsS 


CHAPTER 368—I1sST SESSION 


S 659 


AN ACT For the relief of Ruth Alice Crawshaw 


Be it enacted by the Senate and House of Representat ves of the United States of 
{merica in Congress assembled, That the Secretary of the Treasury is authorized 
and directed to pay, out of any money in the Treasury not otherwise appropriated, 
o Ruth Alice Crawshaw, the widow of Ralph Everett Crawshaw (XC-—687874), 
a sum equal to the amount which would have been payable to her as death com- 
pensation for the period beginning on the date of her original application for such 
benefits and ending on November 4, 1947, on account of the death of the said 
Ralph Everett Crawshaw in the naval service of the United States, had the 
award of such compensation been made effective from the date of such original 
application: Provided, That no part of the amount appropriated in this Act in 
excess of 10 per centum thereof shall be paid or delivered to or received by any 
agent or attorney on account of services rendered in connection with this claim, 
and the same shall be unlawful, any contract to the contrary notwithstanding, 
Any person violating the provisions of this Act shall be deemed guilty of a mis- 
demeaneanor and upon conviction thereof shall be fined in any sum not exceeding 
$1,000. 

Approved August 30, 1951. 
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the committee in lieu of language contained in the bi 
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PROHIBIT 
SOLD 


INDIVIDUALIZED 
BY THE 


PRINTING ON ENVELOPES 
POST OFFICE DEPARTMENT 


\M 14, 1954 Committed to the Committee of 


of the Union and 


v7 


ir. Cote of Missouri, from the Committee on Post Office: 


Service, submitted the follow Ing’ 


and Civil 


REPORT 


ITo accomnnanyv H 


whom 


engraving 


The Committee on Post Office and Civil Service, to 
ferred the bill (H. R. 573) prohibiting lithographing or 


envelopes sold by the Post Office Department, and for other 


Was 


purposes, having considered the same, report favorably thereon with 


in amendment and recommend that the 
The amendment is as follows: 
Strike out all after the enacting clause 


bill as amended do pass 


and insert in leu thereof 


the following: 


ed envelope or any other envelope shall, at t time it furnis! 


tno stam} ( 
the Post Office De artment, | ive on the sutside ereof 


old to the publie by 


lithographing, engraving, printing, advertisement que for return of 
envelope and its contents to the sender 
c. 2. This Act shall not apply to (1) penalty or f 1 envelope und (2 
opes on which appears only the followi printed, li graphe or engraved 
! 
Return to 
Sec. 3. This Act shall take effect on January 1, 1957 


PURPOSE OF THI AMENDMENT 


The purpose of the amendment is to insert language agreed to by 
bill as introduced 


VOHOG 


2 PRINTING ON ENVELOPES SOLD BY POST OFFICE DEPARTMENT’ 


STATEMENT 


This legislation will remove the Post Office Department from cor 
petition with private industry with respect to the printing of names 
addresses, and advertising on enve my s sold by the Department 
will prohibit the furnishing or sale by the Department to the pu 
of envelopes having any printing thereon other than the words “Returt 
to” and three blank lines. As used herein, the term “printing”? means 
printing, engraving, or lithographing. 

Presently the Post Office Department, as a public service, accepts 
and fills orders for ig or eagph envelopes with names 
addresses of individuals, businessmen, or firms printed thereon 
actual printing is done by a single ataniiag under a contract w! 
expires December 31, 1956. Although competitive bids are invited iy 
the letting of this contract, the last time there was competition 
in 1928 when the present contra tor, The International Envelope ( 
underbid the Mid West Suppty ¢ ‘oO The present contractor ha 
the contract without competition since 1928. 


This service was inaugurated nearly 90 years ago, when for a perio 
the westward movement of population outran the development of 
business and industry in newly settled areas of the country. | 
job-printing plants were operating in those days, not many typewrit: 
were in use, and transportation facilities were inadequate to provi 
printing services on a reasonable basis in any but the populous easter! 
centers. Thus, availability through the postal service of envelopes 
with names and return addresses printed thereon contributed to t! 
economic and cultural development of the Nation while at the san 
time serving the practical purpose of reducing the number of dea 
letters in post offices. 

At the present time, however, this practice has long outlived 
original purpose. It is no longer necessary from either an econom 
or cultural standpoint. In fact, the practice now tends to have ai 
opposite effect, representing unfair competition with private business 
which is adverse to the general public interest. Today job-printir 
and other reproduction facilities are readily accessible from any p¢ 
in the United States, and typewriters are probably the most wide! 
used single item of business equipment. The committee is convincé 
therefore, that continuance of the Post Office Departments’ interfer 
ence with private enterprise through furnishing of printed envelope 
is unjustified. 

A great many small printers, local newspaper publishers 
representatives of associations of weekly and daily newspap 
throughout the Nation testified at the hearings on this bill that th 
sale of printed matter by the Post Office Department deprives thet 
of business which they otherwise would enjoy. Printers and publishers 
from the States of Kansas, Arizona, Nebraska, North Dak« 
Mississippi, Ohio, North Carolina, and many others, appeared ar 
urged enactment of this legislation, which they said will repres 
the difference between a profit and a loss for some of their numb: 
It was pointed out that the people and the firms in thousands 
towns throughout the country who presently obtain printed envelopes 
from their post offices would continue to have the envelopes print 
if this service were not available. They would merely call the local 
printer or write the printer in a nearby town or city, in heu of 
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PRINTING ON ENVELOPES SOLD BY POST OFFICE DEPARTMENT 3 


post office. There are no regions in the country so remote that 
adequate private printing facilities are not readily available at this 

Evidence was developed at the hearings showing that the Post 
Office Department for many years has been furnishing and selling 
printed envelopes at a considerable loss. In one recent year when the 
Department handled 538,000 orders for sale of 1 billion envelopes, 
26 clerks at an aggregate salary of $101,000 were required just to 
process the orders. In addition, there were the costs of printing the 
forms used in placing the order, remitting payments, and acknowledg- 
ing receipt thereof, as well as the time consumed by employees in 
accepting the orders, forwarding the necessary copies to departmental 
points, filling the orders, acknowledging receipt thereof, and notifying 
the patrons. All of these orders were forwarded to the patrons by 
parcel post and handled as c. 0. d. mail without any extra charge for 
this special service. 

The Assistant Postmaster General in charge of finance testified 

t the prices of printed envelopes sold by the Post Office Department 
should be increased and handling methods simplified. The Post- 
master General instituted a study of the entire problem, and based 
on this study the 1949 rales list under which printed envelopes had 
been sold by the Department was replaced by a new price list. The 
new price list reduces the number of stampe ‘d envelope items for sale 
from 55 to 28, and the number of items sold in broken lots at post 
offices from 20 to 6. It discontinues a total of 25 separate items of 
envelopes. The price of standard quality printed envelopes is in- 
creased by $2.82 a thousand, and the price of extra quality prin. ed 
envelopes by $3.32 per thousand. These increases average more 
than 55 percent for the printed envelopes. The Department also is 
presently studying the desirability of supplying only one quality of 
paper instead of two. 

The Post Office Department reports that these new prices are not 

infavorably competitive to commercial concerns and mail-order 
houses which are equipped to supply printed envelopes to the public 
With these increased revenues, improvements in operating and ac- 
counting procedures, and simplified handling of funds and paperwork, 
the Department indicates that this business is now at least paying its 
way. The committee appreciates the prompt and effective action 
taken by the Postmaster General to bring the Department’s prices 
into proper relationship with costs. It is a step in the right direction 

While these price increases remove the furnishing of printed enve- 
lopes by the Post Office Department from the subsidy class, they do 
not correct the inequity at which this legislation is directed. Discon- 
tinuance of the service, in the committee’s judgment, is the onl, 
remedy which will permit the small job-printing businessman to come 
in and compete fairly for this business. He is the only businessman 
who has been faced with this kind of direct competition; smalltown 
bankers, lawyers, businessmen and professional people generally have 
not had to contend with a similar problem. 

Obviously, the Post Office Department, with its tremendous volume 
f business, its thousands of outlets and vast assets, can command. far 
lower prices in obtaining printed matter than any small printer could 
offer. Therefore, even though its sale prices are set at a level to return 
costs, the Department will always be in a position to have envelopes 
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printed and to sell them to the public at prices which the small pri 
cannot meet. 

There is another very serious question of price when a large Govern- 
ment department in a sense establishes a yardstick by which prices 
of private industry to consumers are measured and compared | 
the prices of the Government to consumers, Examples wer 


tioned at the hearings of users of printed envelopes not only 
their business to th 
implving that the local printer was gouging because his prices 


pos office instead of the low al printer but 


so much higher than those available at the post office 
t rrossly unfair to private enterprise—which has to pay 
nce premiums and allow for such expenses as bad cd 
epreciatlon, as W tl as all other costs incident to the operation 

a private busines to have to compete with the Government, as 
is the case with the Post Office Department engaged in the sale and 
distribution of printed envelopes The committee believes that W hep. 
ever possible private industry ought to be given an opportunity, 
Many Government agencies in the past have encroached upon privat 
industry. Here is one area where the Government has been engaged 
in active competition with private industry for a long time 

This bill as amended will prohibit printing on envelopes sold | v the 
Post Office Department until after such sales. It will not seca 
purchase of stamped or other envelopes at post offices and subsequent 
printing thereon, by any private means desired, of names, addresses, 
advertising, or other similar matter. The prohibition against printing 
on envelopes does not apply to penalty or franked envelopes. 

Provision in this legislation for the furnishing and sale by the 
Office Department of envelopes having the words “Return to”’ 
three blank lines printed thereon is designed to aid in reducing th 
number of dead letters in post offices. This printing will be accom- 
plished in the same operation as that used to affix stamps where 
stamped envelopes are involved, and will be relatively inexpensive 
since there will be no changes in the type once itisset up. The present 
contractor for printing on envelopes sold by the Post Office Depart- 
ment, of course, will be eligible to compete for this business. 

This legislation will be effective January 1, 1957, coincident with 
expiration of the existing contract under which the re Office Depart- 
ment procures printed envelopes. The postponement in effective 
date will permit the contractor ample time to adjust te operations to 
the loss of this business and convert to other production. The addi- 
tional time is necessary because printing of envelopes for the Post 
Office Departme nt constitutes the entire present operation of the con- 
tractor in accordance with the terms of its contract. 

The Post Office Department and the Bureau of the Budget have no 
objection to this legislation, which will result in no additional cost to 
the Government. 
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p [To accompany H. R. 2098] 
> th The Committee on the Judiciary to whom was referred the bill 
ecom- H. R. 2098) to provide for determining the raeioee of certain 
wher persons whose lands have been floo: led and damaged by reason of 
Nsi\ fluctuations in the water level of the Lake of the Woods, Minn., 
resent having considered the same, report favorably thereon with amend- 
ppart- ments and recommend that the bill do pass. 

The amendments are as follows: 

witl 1. Page 2, line 13, after the comma strike out everything down to 
epart- and including the comma on line 15. 
activi Amend “the title so as to read: ‘‘A bill to provide for determining 
yns to a compensation of certain persons whose lands have been flooded 
addi- and damaged by reason of fluctuations in the water level of the Lake 
Post of the Woods, Minnesota.”’ 

: cOn- PURPOSE 

Ba The purpose of the bill, as amended, is to authorize the Secretary of 
ost ti the Army to investigate all claims filed within 6 months from the date 


of enactment of the bill for losses caused after August 26, 1937, to 
inhabitants of the United States by fluctuations in the water level 
of the Lake of the Woods due to artificial obstructions placed in the 
outlets of the lake pursuant to the convention signed February 24, 
1925, between the Governments of the United States and Great 
Britain, providing for the regulation of the lake level. 

H. R. 2098, provides that damages arising from the fluctuations of 
the water level of Lake of the Woods by reason of obstructions placed 
there in accordance with the convention between the Governments 
of the United States and Great Britain, which convention provided 
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for the regulation of the water level, and was signed at Washington 
D. C., on February 24, 1935. 

By reason of these artificial barriers the water level fluctuates a1 
a great number of property owners have been flooded and their prop 
erty destroyed 

Under the terms of this bill the Secretary of the Army is autho 
and directed to investigate all claims for damages to the various 
injured parties which are filed within 6 months from the enactment 
the bill, for losses and damages caused after August 26, 1937. Th 
Secretary of the Army shall, upon due notice to the claimants, condu 
a hearing or hearings, and report the results of the same to Congress 

The Department of the Army has no objection to the passage of th: 
bill with an amendment providing that no claims for damages arising 
from floodwaters between the elevations of 1,062.5 and 1,064 feet sha 
be within the contemplation of the bill. Since the easements give a 
right to flood up to 1,064 feet (above sea level) the inquiry, under t] 
amendment, will be limited to floods which rose above the level of 1,064 

The bill has been amended to conform with this recommendation 

The treaty of 1925 permitted a flowage easement up to elevatior 
1,064 feet over all lands bordering on the lake in the United States 
and by the terms of the treaty the United States assumed all liabilit 
to the landowners for the cost of the easement. The United States 
acquired the right to flood land up to elevation 1,064 feet, and mack 
payments for damages which occurred prior to the easement acquis 
tion 

The amounts of losses and damages due the inhabitants of tl 


United States caused by fluctuations in the water level since Augus 
26, 1937, would be ascertained by the Secretary of the Army, who 
would report to Congress those amounts and the facts in each cas 
The bill has been amended to provide that the amounts of los 


damage due may be based only upon any flooding exceeding el 
tion 1,064 feet sea-level datum, since the right to flood all lands belo 
that elevation has been acquired under a comprehensive flow 
easement 

A stage of elevation 1,064 feet in the lake level has been reach 
only once since the flowage easements were acquired, that in Ju 
1950. The number of claims that would be filed and investigated 
not definitely known, but it is estimated that the cost of the inves 
cation would be from $20,000 to $60,000. 

The Bureau of the Budget, and the Departments of State and th 
\rmy have no objection to enactment of this legislation, as amend: 
Their comments are as follows: 

FEBRUARY 8, 1954 
Hon. Cuauncry W. REED, 
Chairman, Committee on the Judiciary, 
House of Re presentatives. 

Dear Mr. CHAIRMAN: Reference is made to your request for the views of 
Department of the Army with respect to H. R. 2098, 83d Congress, a bill to 
vide for the compensation of certain persons whose lands have been flooded a 
damaged by reason of fluctuations in the water level of the Lake of the Wood 

The Department of the Army has considered the above-mentioned bill. |! 
purpose of this measure is to authorize the Secretary of the Army to investiga 
all claims filed within 6 months from the date of the enactment of the bill for | 
caused after August 26, 1937, to inhabitants of the United States by fluetuati 
in the water level of the Lake of the Woods due to artificial obstructions pla¢ 
in the outlets of the lake pursuant to the convention signed February 24, 192 
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ton etween the Governments of the United States and Great Britain providing for 
regulation of the lake level. The bill provides that the Secretary of the Army 
il] ascertain the amounts of the damage that may have been sustained by the 
nants and shall report the amounts to the Congress, together with the facts 
prop- each case. The bill also provides that the amounts found to be due the respee 
claimants may be based upon any flooding exceeding elevation 1,064 sea-level 
rized atum, and upon any flooding between elevations 1,062.5 and 1,064 unaffected by 
ds, as provided in the convention signed at Washington on February 24, 1925 
The above-mentioned treaty of 1925 permitted a flowage easement up to 
LU ation 1,064 feet over all lands bordering on the Lake of the Woods in the 
he United States, and by the terms of the treaty the United States assumed all 
nduet ibility to the owners of affected lands for the cost of the easement. The act of 
\ 22, 1926 (44 Stat. 617), as amended by the act of April 18, 1928 (45 Stat 
= 131), authorized the acquisition of flowage easements up to the specified elevation, 
Hf the ind acquisition of all necessary easements Was completed. By the act of August 
rising }, 1937 (50 Stat. 843), the Congress authorized payment for damages which 
shall irred prior to the easement acquisitions, and these payments were completed 
ive a water of the lake rose to a level of approximately elevation 1,064 feet in 
Py 1950, this being the only time since flowage easements were acquired to 
r this elevation 1,064 that a stage of this height has been reached 
| 064 In view of the fact that the right to flood all lands to elevation 1,064 feet has 
on en acquired under a comprehensive flowage easement, and the further fact 
hat the lake level has never exceeded this elevation, it would appear that there 


d be no damages for which the United States should be held liable. However, 
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: nee it is possible that the high lake level in 1950 may have damaged some lands 

bility ibove elevation 1,064 feet which are not covered by flowage easements, this 

‘tates Department has no objection to the enactment of H. R. 2098 provided it is 

made mended, for the reasons set forth above, so as to remove from the contemplation 
f the bill any basis for claims on account of flooding between elevations 1,062.5 

jUlsi and 1,064. 

The fiscal effeet of this bill is difficult to estimate since it depends in great part 


f thi n the number of claims which would be filed and investigated The cost of the 
ist nvestigation with the bill amended as recommended has been estimated to 
is F range from $20,000 to $69,000. 
lhe Bureau of the Budget advised that there was no objection to the submission 
CUse f an identical report on 8S. 215, 83d Congress, an identical bill 
SS Ol Sincerely yours, 
leva {oRERT T. STEVENS, 
Secretar j of the A 
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\UTHORIZING THE SECRETARIES OF AGRICULTURE AND 
INTERIOR TO TRANSFER, EXCHANGE, AND DISPOSE OF 
LAND IN THE EDEN PROJECT, WYOMING 


H 4. 1054 Committed to the Committee of the Whole House on the State 


of the Union and ordered to be printed 


\lr. Miriver of Nebraska, from the Committee on Interior and Insular 
Affairs, submitted the following 


REPORT 


lo accompany H. R. 7057] 


The Committee on Interior and Insular Affairs, to whom was 
eferred the bill (H. R. 7057) to authorize the Secretaries of Avricul- 
and Interior to transfer, exchange, and dispose of land in the 
Eden project, Wyoming, and for other purposes, having considered 
ie same, report favorably thereon without amendment and recom- 
end that the bill do pass. 


t} 


PURPOSE OF THE BILL 


The purpose of this bill is to authorize the Secretaries of Agriculture 
nd Interior to transfer, exchange, and dispose of land in the Eden 
roject, Wyoming, in order to assure the most beneficial application 
{ the water supply available for the Eden project and the maximum 
itilization of the land resources. 

The Eden project, located in Sweetwater County, Wyo., was 

ginally authorized in 1940 and reauthorized in 1949. The Secre- 
urv of the Interior is authorized to complete construction of the 

igation features of the project and to negotiate a suitable repayment 
contract. The Secretary of Agriculture is authorized to complete 
he land development. and settlement features of the project. Lands 
vithin the project area include private lands, public-domain lands, 
State lands, and lands under the jurisdiction of the Secretary of 
\griculture for irrigation development and settlement 

Kxtensive land and soil surveys in the Eden project area reveal that 
some public domain and State lands are of better quality and more 

vorably located for irrigation purposes than portions of the lands 
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under the jurisdiction of the Department of Agriculture, and t] 
exchanges would be desirable. The survevs also disclose that 
several instances it would be desirable that private land be exchange 
for public domain and lands under the jurisdiction of the Departn 


of Agriculture which are more adaptable for irrigation. 


This bill would permit: (1) The Secretary of the Interior and 
Secretary of Agriculture to make cooperative agreements fo 
transfer of jurisdiction on lands owned by the United States, (2 I} 


exchange of federally owned lands for private lands, and (3) thy 
Secretary of Agriculture to dispose of transferred public lands with 
the project to the settlers in the same manner and upon the sai 
conditions as the lands under his jurisdiction. 

Further information is given in the favorable reports of the Depart 
ment of the Interior and the Department of Agriculture, which ar 
set forth below: 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY 
Washington, D. C., February 16 
Hon. A. I MILLER 
Chairmar Committee on Interior and Insular Affa 
House of Re presentatives, Washington, mut. 

My Dear Dr. Mitier: Your committee has requested a report fron 
Department on H. R. 7057, a bill to authorize the Secretaries of Agricultur 
Interior to transfer, exchange, and dispose of land in the Eden project, Wvyon 
and for other purposes 

We recommend that this bill be enacted. 

The Eden project, located in Wyoming, was originally authorized by 
President on September 18, 1940, acting under the authority of the Inter 
Department Appropriation Act, 1940 (53 Stat. 685, 719). Construction of 
Big Sandy Dam, the principal feature of the project, was terminated by ord 
of the War Production Board in December 1942, when the dam was approximat 
16 percent complete. The project was reauthorized by the act of June 28, 1949 
(63 Stat. 277), which also authorized the Secretary of the Interior to complet 
construction of the irrigation features of the project and to negotiate a suita 
repayment contract. The Secretary of Agriculture was authorized to comp! 
the land development and settlement features in accordance with the ge: 
plan approved by the President on September 18, 1940. 

Lands within the project area irclude: (a) Private lands, (b) publie-d 
lands, (c) State lands and (d) lands patented to the State of Wyoming und 
Care \ Act but subsequently reconveved to the United States and piaced 
the jurisdiction of the Secretary of Agriculture for irrigation development a 
settlement, hereinafter referred to 9s acquired lands. Extensive land and 
surveys have been made in the Eden project area. These surveys reveal tha 
some public domain and State lands are of better quality and more favora 
located for irrigation purposes than portions of the acquired lands Many far 
units, as tentatively established, contain both publie domain and acquired la 
Under the existing public-land laws, the Seeretary of the Interior may dis 
of public-domain lands only to settlers after homestead entry He has no au 
ity to transfer jurisdiction of such lands to the Seeretary of Agriculture I 
Seeretary of Agriculture, we understand, proposes to convey title to acquir 
lands to settlers upon payment of at least 5 percent of the purchase price a 
take a mortgage to secure payment of the balance due Obviously, it would 
unsatisfactory to follow a procedure whereby the settler would receive a deed a 
give a purchase-money mortgage covering only a part of bis farm and w: 
make a homestead entry to obtain title to the remainder when, as a matter 
fact, neither portion of the farm would constitute an economie farm unit 
itself. Such procedure could lead to disintegration of many economic-s 
farm units in the project 

Land and soil surveys disclose that private land may in several instance: 
anged for public domain and acquired lands which are more adaptabl 
ration. Similar exchanges would facilitate negotiations for rights-of-wa 
quired for the construction of the project works. 

H. R. 7057 would permit: l The Secretary of the Interior and the Seer 
of Agriculture to make cooperative agreements for the transfer of jurisdictio 
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that F ands owned by the United States; (b) the exchange of federally owned lands for 
t in private lands; (c) the Secretary of Agriculture to dispose of the transferred public 


is within the project to the settlers in the same manner and upon the same 


aged litions as acquired lands; and (¢) the Secretary of the Interior to administer 
nent > the transferred and exchanged acquired lands as public lands, except lands needed 
for the construction, operation, and maintenance of the project irrigation facilities 
| the rhe enactment of this bill would assure the most beneficial application of the 
the supply available for the Eden project and the maximum utilization of the 
s jand resources. 
the r The Bureau of the Budget has advised that there would be no objection to the 
the : mmission of this report to vour committee. 
ithin Sincerely yours, : 
: Prep G. AANDARL, 
same Assistant Secretary of the Interior 
Dart- 
1 are 


DEPARTMENT OF AGRICULTURE, 
Washington, D. C., February 16, 1954 
Hon. A. L. MILuer, 
Chairman, Committee on Interior and Insular Affairs, 
D4 House of Representatives. 


Dear Mr. Miuier: This is in response to your request of January 8, 1954, for 
a report by this Department regarding H. R. 7057, a bill to authorize the Secre- 
taies of Agriculture and Interior to transfer, exchange, and dispose of land 

n this i the den project, Wyoming, and for other purposes 
and The Eden project, located in the State of Wyoming, was originally authorized 
by the President on September 18, 1940, acting under the authority of the Interior 
Department Appropriation Act of 1940 (53 Stat. 685). Construction of the Big 
Sandy Dam, to provide the primary water supply, was terminated by order of 





vy the the War Production Board in December 1942 when the dam was approximately 
iterior i6 percent complete. The project was reauthorized by the act of June 28, 1949 
of the 63 Stat. 277), which directed the Secretary of the Interior to complete construc- 
order tion of the irrigation features of the project, and to negotiate a suitable repayment 
nately contract. The Secretary of Agriculture was authorized to complete the land 
, 1949 development and settlement features in accordance with the general plan approved 
nplet by the President on September 18, 1940 

litable The Department of the Interior has now completed the Big Sandy Dam and 
mplete stored irrigation water is available in the reservoir. The canal and lateral system 
reneral » to deliver water to the land is partially constructed. The repayment contract 


between the Eden Valley Irrigation and Drainage District and the United States 
lomait ; has been executed. 


ler th The Department of Agriculture is proceeding with the development of lands 
under which ean be served by the constructed portion of the new canal system. Because 
nt and of a serious wind-erosion problem, land clearing and leveling should not be done 
nd soi on this erosive-type soil until irrigation water can be applied and the land pro- 
al that tected by growing crops. 
orably Lands within the project area include: (a) Private lands, (b) public domain, 
y farn c) State lands, and (¢) lands hereinafter referred to as acquired lands, consisting 
lands of iands purehased from private owners, together with lands patented to the 
lispore State of Wyoming under the Carey Act and subsequently reconveyed to the 
uthor- United States and placed under the jurisdiction of the Seeretary of Agriculture, 
The for irrigation development and settlement. Onsite studies by representatives of 
‘quired the two Departments have established the desirability of substituting some 
and to private lands, public domain, and State lands for portions of acquired lands 
yuld be Informal agreements on the proposed exchanges have been reached among the 
ed and agencies having administrative responsibility for the lands to be affected. 
would We are informed that, under the existing public-land laws, the Secretary of the 
tter of Interior may dispose of public-domain lands to settlers under a homestead entry, 
init by but has no authority to transfer jurisdiction of such lands to the Secretary of 
ic-sized \griculture. Under present legislation, the Secretary of Agriculture has no 
authority to expend land-developinent funds, appropriated under water conserva- 
nees be tion and utilization legislation, for development and settlement of public-domain 
able to lands. H.R. 7057 would permit such lands in the Eden project to be developed 
way re- and settled in the same manner and upor the same conditions as acquired lands 
authorizing the Secretary of the Interior to transfer jurisdiction of public- 
cretal domain lands in the project to the Secretary of Agriculture 
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Also, by authorizing the exchange of federally owned lands in the State of 
Wvoming for non-Federal lands within the project boundaries, and the transfer 
between the Departments of Agriculture and Interior of jurisdiction of lands 
within the project owned by the United States, the bill would permit the develop- 
ment and settlement of lands within the project area which are more adaptable to 
irrigation than some portions of the acquired lands; permit the consolidation of 
Federal holdings of lands in the project; and facilitate negotiations for rights-of- 
way required for construction, operation, and maintenance of the project works 

H. R. 7057 thus would permit the most beneficial application of the available 
water supply for the Eden project and the maximum utilization of the land 
resources. Enactment would permit the two Departments to immediately plan 
the most efficient and economical project-development program 

The Department strongly recommends that the bill be passed 

Sureau of the Budget advised that, from the standpoint of the 
of the President, thers no objectior the submission of this report 
Sincerely yours 


} D. Viors! Unde * Secrela 


, 


The Committee on Interior and Insular Affairs unanimously recom- 


mends the enactment of H. R. 7057 
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FACILITATING THE ENTRY OF PHILIPPINE TRADERS 


\Marcn 4, 1954.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 


Mr. Granam, from the Committee on the Judiciary, submitted the 
following 


REPORT 


{To accompany H. R. 8092] 


The Committee on the Judiciary, to whom was referred the bill 
(H. R. 8092) to facilitate the entry of Philippine traders having 
considered the same, reports favorably thereon without amendment 
and recommends tbat the bill do pass. 


PURPOSE OF THE BILL 


The purpose of this bill is to facilitate the entry of United States 
and Philippine nationals into the Territories of the Republic of the 
Philippines and of the United States on a reciprocal basis either for 
the purpose of carrying on trade principally between the United States 
and the Philippines or for the purpose of developing and directing the 
operations of enterprises in which they have invested or are actively in 
the process of investing a substantial amount of capital. 


GENERAL INFORMA'ION 


The bill, if enacted, would facilitate the continuation and develop- 
ment of normal commercial relations between the Republic of the 
Philippines and the United States, notwithstanding the fact that 
certain provisions of the 1946 — ment on trade and related matters 
(concluded pursuant to Public Law 371, 79th Cong.) relating to the 
admission of United States citizens into the Philippines, has expired 
and a new satisfactory treaty of commerce and navigation between 
the two countries has not yet been negotiated and signed. 

The pertinent facts in the matter are contained in a communication 
sddvegio’ to the Speaker of the House of Representatives by the 
Acting Secretary of State. Such communication is printed below 


in full. 
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DEPARTMENT OF Sit 
Washington, February 
Hon. Josern W. Martin, Jr 
Speake of the House of Re presentati es 
My Dear Mr. Speaker: There is transmitted herewith a draft of a pr 
bill which would facilitate the entry of United States and Philippine national 
the Territories of the Republic of the Philippines and of the United State 
reciprocal basis either for the purpose of carrying on trade principally bs 
the United States and the Philippine or for the purpose of developing and 
ing the operations of enterprises in which they have invested or are actively 
process of investing a substantial amount of capital. The proposed bill aut! 
the President of the United States to enter into a reciprocal agreement wv 
President of Philippines pursuant to which Philippine nationals, who ar 
to qualify in al cts isas under the provisions of section 101 (: 15 


of the Immigration anc ationality Act except for the fact that the I 


has not entered into a treaty of commerce and navigation with that count 
be issued nonimmigrant visas as treaty traders and treaty investors, ar 
(American citizens would be accorded similar entry privileges into the PI 
Ihe necessity for such legislation erises from the expire ertail 

the 1946 agreement on tri snd related 1 


» the admi 


expire 


ohts to ret 
‘ ‘ember 

Government hs Lllowed 

to enter the | Ippine 


prearrenged-employment cetegory of » Philippine in 


laws This temporary privileg has been extended subject to the ¢ xpre 
of the Philippine Government thet Philippine nationals entering the | 
States, or requesting extension of their stay in this country, for business pur 


receive considerate treetment f il nited States immigretion authoritic H 
ever, under the Immigration and Nationelitv Act there is no provision for 
admission, other than as immigrants, of Philippine nationals who wish to re 
in the | ited States indefinitely to be engaged in Philippine commercial 
prise of a more or le permanent character in the United Stetes inasn 
treaty of commerce and navigation has not been concluded with the Philip; 


which would entitie nationals of thet country to enter the United Stet 


section 101 (a) (15) (E) “ solely to carry on substential trade, principa 
tween the United States and the foreign state of which he is a national 
solely to develop and direct the operations of an enterprise in which he 
vested, or is actively in the process of investing, a substantial amount of capit 

Although a treaty of commerce and navigation has been under considera 
by the two Governments, various factors have prevented the conclusion 
satisfactory treaty. Consequently, although trade matters between the | 
States and the Philippines are governed by a fairly comprehensive trade ag 
ment, failure to conclude a treaty of commerce and navigation is threatening 
structure under which American businessmen have been entering the Philipy 
inasmuch as reciprocal privileges cannot be accorded Philippine nationals 
the Immigration and Nationality Act. There are some 2,000 American natio1 
now in the Philippines engaged as representatives and employees of Amer 
commercial firms and in independent commercial business who have with t 
approximately 1,500 dependents, and whose nonimmigrant status has 
adversely affected by the termination of the special trade agreement referr 
above. In comparison, there is a negligible number of Philippine nationa 
the United States who, although occupying key positions in Philippine comme! 
enterprise in the United States, are not under present law eligible for extensi 
their temporary stay in this country. The enforced departure of these p: 
would threaten the disruption of certain important Philippine ventures i 
country and would possibly result in reprisals on the part of the Philip) 
Government 

In view of the very unsatisfactory basis on which United States nationals 
now admitted into the Philippines for business purposes and the serious econo 
and political repercussions which may occur if a more satisfactory basis for e1 
of such nationals cannot be agreed upon, and inasmuch as the Congress 
previous occasion authorized special immigration provisions pertaining to | 
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St and Philippine nationals (Public Law 371, 79th Cong., sees. 231, 331, and 
192 (e)), the Department recommends that the Congress be requested to enact 
ittached draft bill. The problem it is designed to solve is normally dealt 
through the negotiation of a treaty of commerce and navigation. 
rhe negotiation of such a treaty with the Philippines is not considered presently 
feasible, partly because rights of American citizens in the Philippines are assured 
he 1946 agreement concluded pursuant to the Philippine Trade Act. The 
posed act would not place Philippine nationals in a privileged position but 
{ merely make it possible to accord to them treatment equal to that accorded 
itionals of countries with which treaties of commerce and navigation are in effect 
\ similar letter and draft bill are being sent to the Vice President of the United 
States 
[The Department has been informed by the Bureau of the Budget that there is 
bjection to the submission of this proposed legislation to the Congress for 
sideration. 
Sincerely yours, 













Water B. Smita, 
Acting Secretary. 







lhe draft of the proposed legislation mentioned above has been 
rewritten by the committee before introduction and the legislation 
now appears to be in satisfactory form. 

lhe committee after consideration of all the facts involved is of 
the opinion that there is a real need for this legislation and accordingly 
recommends its enactment. 













CHANGES IN EXISTING LAW 





This legislation does not amend any of the existing statutes. For 
reference purposes, section 101 (a) (15) (E) of the Immigration and 
Nationality Act is printed below. 







Section 101 (a) as used in this Act 
4 Ba * * * 4 * 




















15) The term ‘immigrant’? means every alien except an alien who is within 
ne of the following classes of nonimmigrant aliens 
. k * + * * 





EK) An alien entitled to enter the United States under and in pursuance of the 
provisions of a treaty of commerce and navigation between the United States 
und the foreign state of which he is a national, and the spouse and children of any 
such alien if accompanying or following to join him: (i) solely to carry on sub- 
stantial trade, principally between the United States and the foreign state of which 
he is @ national; or (ii) solely to develop and direct the operations of an enterprise 
in which he has invested, or of an enterprise in which he is actively in the process 
of investing, a substantial amount of capital. 
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rARY : 
93p CONGRESS HOUSE OF REPRESENTATIVES {§ Report 
2d Session t No. 1307 


EXCISE TAX REDUCTION ACT OF 1954 


Marcu 4, 1954.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 


Mr. Reep of New York, from the Committee on Ways and Means, 
submitted the following 


REPORT 


[To accompany H. R. 8224] 


The Committee on Ways and Means, to whom was referred the bill 
H. R. 8224) to reduce excise taxes, and for other purposes, having 
onsidered the same, report favorably thereon without amendment 
and recommend that the bill do pass. 


GENERAL STATEMENT 


Those excise tax rates which are now above 10 percent are reduced 
to 10 percent under this bill. The committee believes that this re- 
duction will stimulate business and employment, not only in those in- 
dustries directly affected by these taxes, but also in other industries, 
since consumers will pay less for many of these taxed items and have 
more money available for other purchases. Some of these taxes enter 
directly into business costs and a reduction of such costs is desirable. 
Furthermore, this change provides a more equitable tax system by 
leveling down those rates which are now excessively high and thus 
removes discrimination. 

The following table lists the taxes which are reduced under this bill, 
showing the rates under present law, and the estimated reductions in 
excise tax collections: 


42006 
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Reduct 











Rates under | Rates under alae 
ollecti 
present law this bill ‘ f ect 
ill 
effe 
Retailers’ excises Percent Percent VU 
Furs 2 10 
Jewelry 20 10 
Luggage 20 10 
roilet preparation 20 10 
Total 
Manufacturers’ excise 
Sporting good 15 10 
Mechanical pens, pencils, lighters 15 10 
Electric light bulbs and tube 20 10 
Pistols and revolvers 11 10 Ne 
Firearms, shells, and cartridges 11 10 
Cameras, lenses, and film 20 10 
Total 
Miscellaneous ex 
relephone, telegraph, radio, cable 10 
Local telephone 15 10 
rransportation of persons 15 10 
Leases of safe deposit boxe 20 10 
n ns 
General 3 20) 10 |) 
Cabaret 20) 10 |f 
Club dues, initiation fees 20 10 
Total 
Grand total 
! Under present law this rate is scheduled for reduction to 10 percent on Apr. 1, 1954 


2 Telephone or radio-telephone messages, toll charges over 24 cents, 25 percent; domestic telegray 
and radio dispatches, 15 percent; international telegraph, cable and radio dispatches, 10 percent; | 
wire service, teletypewriter, or talking circuit special service, 25 percent. 

* Under present law a penalty tax of 50 percent is imposed on sales by proprietors in excess of the « 
lished tax; this rate is not reduced. 


The bill also provides that those excise taxes which, under present 
law, would be reduced on April 1, 1954, will remain at present levels 
except in the case of the tax on sporting goods. In his budget mes- 
sage, the President stated that because of the present need for revenue 
he recommended continuation of the excises scheduled to be reduce: 
April 1, and this bill carries out that recommendation. The tax on 
sporting goods is the only ad valorem tax above 15 percent in this 
group; hence it was included in the group reduced to 10 percent. It 
is contemplated that the committee will review excise tax rates next 
year. 

The taxes which are continued at present rates are listed below and 
the estimates of increased tax collections due to continuation are 
shown: 





EXCISE TAX 


REDUCTION 


ACT OF 1954 


Excise tax rates increased by the Revenue Act of 1951 continued under the bill 


uction in 
cise-tax 
lections 
ill year 
flect 


juor taxes: 
illed spirits. .- 
nted malt liquors 


~ Still wine: 


Unit of tax 


Per proof gallon 
Per barrel 


Containing less than 14 per- | 


cent alcohol 
Containing 14 to 21 percent al- 
cohol. 
Containing 21 to 24 percent al- 
cohol. 
Containing more than 24 per- 
cent alcohol. 
Sparkling wines, liqueurs, cordials, 
ete. 
Champagne or sparkling wine 
Liqueurs, cordials, ete., and 
artificially carbonated wines. 
I ) taxes: Cigarettes = 
fanufacturers’ excises: 
CE cian ontmadinchens 
Passenger cars and motorcycles 


lrucks, buses, truck trailers 
Parts and accessories 


| Per wine gallon 
do 


do 


do 


Per 4 pint 
do 


Per 1,000 


| Per gallon 


Manufacturers’ 


sale price. 
do 
do 
Per gallon 


| 


| Present rate | 


continued 
under bill 


$10.50 
s9 


17 cents 
67 cents 


2 95 


$10.50 


17 cents 
12 cents 


S49 


2 cents 


10 percent 


8 percent 
do 


> 


| Increased 

| collections 

due to con- 

tinuation 

| (full year 
effect) 


Million 
$150 
87 


Rate prior 
to Revenue 
Act of 1951 


15 cents 
60 cents 


go 


$9 


$3.50 


1% cents 
7 percent 


5 percent 
do .. 


Miscellaneous excises: Diesel fuel used for 
ghway vehicles. 


Total. .... eemeestboaceececccesasense 


No excise tax prior to Revenue Act of 1951. 


h, cable, 
; leased 


e estab- EFFECTIVE DATE 


For the retail and manufacturers’ taxes and safe-deposit boxes the 


ak new tax rates are to apply to transactions on or after April 1, 1954. 
ae However, in the case of (1) leases, (2) installment sales, (3) condi- 
renue tional sales, or (4) chattel mortgage installment arrangements, entered 
lnced into before April 1, 1954, payments made after April 1, 1954, are to be 
ax on subject to the new rates. 

+ this For admissions, the new tax rates apply to amounts paid on or 


It after April 1, 1954, for admissions on or after that date. For the 
cabaret tax, the new rates apply with respect to periods after 10 a. m. 
on April 1. For dues, the new tax rates apply to amounts paid on or 
after April 1 as dues or membership fees for periods beginning on or 
after April 1 or as initiation fees. 

The new communications tax rates will apply with respect to 
amounts paid pursuant to bills rendered on and after April 1, 1954, 
for services rendered on and after such date, and for any services 
rendered in February and March for which no previous bill was 
rendered. 

The new rate of tax on transportation of persons applies with re- 
spect to amounts paid on and after April 1, 1954, for or in connection 
with transportation which begins on or after such date. 


next 


y and 
1 are 





fa 
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ES IN 


3 of rule XIII of the Rules of the Hous, 


in existing law made by the bill, 


CHANG EXISTING LAW 


In compliance with clause 
of Representatives, changes 
introduced, are shown as follows (e xisting law propose od to be omitt: 


is enclosed in black brackets, new matter is printed in italics, existin 
law in which no change is proposed is shown in roman): 


INTERNAL REVENUE CODE 


CHAPTER 9A—WAR TAXES AND WAR TAX RATES 


SEC. 1650. WAR TAX RATES OF CERTAIN MISCELLANEOUS TAXES 

In lieu of the rates of tax specified in such of the sections of this title a 
forth in the following table, 
beginning with the effective date of title III of the Revenue 
ending March 


Rate’’: 


are s 
the rates applicable with respect to the period 
Act of 1943 and 
1, 1954, shall be the rates set forth under the heading ‘‘War Tax 


Section | Description of Tax Old Rate | War Tax Rate 
| 


— _ ’ . _ 


1 cent for es 

or fraction thereof or major 

thereof 

| Permanent Use or Lease of | 11 per centum. 20 percentum. 
Boxes or Seats 

Sales of Tickets Outside 
Office 


1700 \a)- Admissions. 1 cent for each 10 cents 





1700 (b 


1700 (ec) Box | 11 per centum 20 per centum 


1700 (e) 

1710 (a) (1) 
1710 (a) (2)... 
2400 (except 


watches selling at re- 

tail for not more than | 
$65 and alarm clocks | 
selling at retail for not | 


3406 (a) (10)... 
3465 (a) (1) (A) 
3465 (a) (2) (A) 
3465 (a) (2) (B 
3465 (a) (3) - 


as respects | 


Cabarets, Roof Gardens, Etc 


| Dues or Membership Fees_ - 
| Initiation Fees 


Jewelry. 


Furs 

Toilet Preparations 

Billiard and Pool Tables; and 
Bowling Alleys. 

Electric Bulbs 
Tubes. 
Telephone, 
Leased Wires, 
Wire and Equipment Service 

Local Telephone Service 


Light 


Long Distance 
Etc 


and | 


5 per centum 

11 per centum 
11 per centum. 
10 per centum. 


10 per centum. 

10 per centum. 

$10 per year per table; 
$10 per year per 
alley. 

5 per centum. 


20 per centum. 
15 per centum. 
5 per centum. 

10 per centum. 


20 per centum 
20 per centum 
20 per centum. 
20 per centum. 


20 per centum. 
20 per centum 


$20 per year per table 


$20 
alley. 
20 per centum. 


per year 


25 per centum. 
25 per centum. 
8 per centum. 
15 per centum., 


t 


3469 (a) Transportation of Persons... 10 per centum. 15 per centum. 
3469 (c) Seats, Berths, Etc... 10 per centum. 15 per centum. 
SEC. 1651. RETAILERS’ EXCISE TAX ON LUGGAGE, ETC, 


more than $5). 
(a) Tax.—There is hereby imposed upon the following articles (including i 


2401... 
each case fittings or accessories therefor sold on or in connection with the sale 


2402... 
thereof) sold at retail a tax equivalent to [20] 16 per centum of the price f 
which so sold 
(1) Trunks, valises, traveling bags, suitcases, satchels, overnight bags, ha 
boxes for use by travelers, beach bags, bathing suit bags, brief cases made of 
leather or imitation leather, and salesmen’s sample and display cases. 
(2) Purses, handbags, pocke tbooks, wallets, billfolds, and card, pass, a 
key cases 
(3) Toilet cases and other cases, bags, and kits (without regard to size, 
shape, construction, or material from which made) for use in carrying toil 
articles or articles of wearing apparel. 
* * * * * * 
SEC. 1657. FLOOR STOCKS REFUNDS ON ELECTRIC LIGHT BULBS 
(a) IN GenerAt.— With respect to any article upon which tax is imposed under 
section 3406 (a) (10), upon which internal revenue tax at the rete prescribed i1 
section 1650 has been paid, and which, on the rate reduction date is held by a1 
person and intended for sale, or for use in the manufacture or production of an) 
article intended for sale, there shall be credited or refunded to the manufactur 
- 


3268... 
or producer of such article (without interest), subject to such regulations as ma) 
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be prescribed by the Commissioner with the approval of the Secretary, an amount 
equal to so much of the difference between the tax so paid_and the tax that would 
have been paid if [section 1650 had not been applicable] the applicable rate had 
been 10 per centum, as has been paid by such manufacturer or producer to such 
person as reimbursement for the tax reduction on such articles, if claim for such 
credit or refund is filed with the Commissioner prior to the expiration of three 
months after the rate reduction date. 
* * * * * * « 


[SEC. 1658. TELEGRAPH, TELEPHONE, RADIO, AND CABLE FACILITIES 

[Notwithstanding section 1650, the rates therein prescribed with respect to the 
taxes imposed by section 3465 (a) (1), (2), and (3) shall continue to apply with 
respect to amounts paid pursuant to bills rendered prior to the rate reduction 
date; and, in the case of amounts paid pursuant to bills rendered on or after the 
rate reduction date for services for which no previous bill was rendered, the 
decreased rates shall apply except with respect to such services as were rendered 
more than two months before such date; and, in the case of services rendered more 
than two months before such date, the provisions of sections 1650 and 3465 in 
effect at the time such services were rendered shall be applicable to the amounts 
paid for such services. ] 
SEC. 1659. DEFINITION OF “RATE REDUCTION DATE” 

For the purpeses of this chapter the term “‘rate reduction date’’ means [such 
date as the Congress shall by law prescribe] April 1, 1954. 


CHAPTER 10—ADMISSIONS AND DUES 


SuscHarTER A—ApMISSIONS 
SEC. 1700. TAX 
There shall be levied, assessed, collected, and paid— 
* * * * * * * 
b) PERMANENT Use or LEASE or Boxes or SEATS.— 

(1) Rare.—In the case of persons having the permanent use of boxes or 
seats in an opera house or any place of amusement or a lease for the use of 
such box or seat in such opera house or place of amusement (in lieu of the tax 
imposed under ee (1) of subsection (a)), a tax equivalent to [11] 10 
per centum of the amount for which a similar box or seat is sold for each per- 
formance or exhibition at which the box or seat is used or reserved by or for 
the lessee or holder. 


Note.—The rate of tax presently in effect on permanent use or lease of boxes 
or seats is the temporary war rate of 20 per centum as provided in section 1650 
of the Internal Revenue Code, which under the bill expires March 31, 1954. 

* * * ok * * * 

(c) Sates OvutsipE Box Orrice.— 

(1) Rate.—Upon tickets or cards of admission to theaters, operas, and 
other places of amusement, sold at news stands, hotels, and places other than 
the ticket offices of such theaters, operas, or other places of amusement, at a 
price in excess of the sum of the established price therefor at such ticket 
offices plus the amount of any tax imposed under paragraph (1) of subsection 
(a), a tax equivalent to [11] /0 per centum of the amount of such excess. 


Note.—The rate of tax presently in effect on sales outside box office is the 
temporary war rate of 20 per centum as provided in section 1650 of the Internal 
Revenue Code, which under the bill expires March 31, 1954. 

* * * * * 


(e) Tax oN CaBarets, Roor GarprENs, Erc.— 

(1) Rarse.—A tax equivalent to [5] /0 per centum of all amounts paid for 
admission, refreshment, service, or merchandise, at any roof garden, cabaret, 
or other similar place furnishing a public performance for profit, by or for 
any patron or guest who is entitled to be present during any portion of such 
performance. * * * 


« * 


Note.—The rate of tax presently in effect on cabarets, roof gardens, etc., is 
the temporary war rate of 20 per centum as provided in section 1650 of the 
Internal Revenue Code, which under the bill expires March 31, 1954. 

* * * * * * * 
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SuspcHaPpTER B—DvEs 
SEC. 1710. TAX 
(a) Rate.—There shall be levied, assessed, collected, and paid— 

(1) Durs oR MEMBERSHIP FEES.—A tax equivalent to [11] 10 per centun 
of any amount paid as dues or membership fees to any social, athletic, or 
sporting club or organization, if the dues or fees of an active resident annua 
member are in excess of $10 per year. 


Note.—The rate of tax presently in effect on dues or membership fees is the 
temporary war rate of 20 per centum as provided in section 1650 of the Interna! 
Revenue Code, which under the bill expires March 31, 1954. 

(2) IniTIATION FEES.—A tax equivalent to [11] /0 per centum of a: 
amount paid as initiation fees to such a club or organization, if such fees 
amount to more than $10, or if the dues or membership fees, not including 
initiacion fees, of an active resident annual member are in excess of $10 
per year. 


Note.—The rate of tax presently in effect on initiation fees is the temporary 
war rate of 20 per centum as provided in section 1650 of the Internal Revenue 
Code, which under the bill expires March 31, 1954. 


* * * * * x 


CHAPTER 12—SAFE DEPOSIT BOXES 


SEC. 1850. TAX 
(a) Ratre.—There shall be imposed a tax equivalent to [20] 10 per centum of 
the amount collected for the use of any safe deposit box. 
* * + * * * * 


CHAPTER 15—TOBACCO, SNUFF, CIGARS, AND CIGARETTES 
SuBCHAPTER A—RATE AND PAYMENT OF TAX 


8S C. 2000. RATE OF TAX 
* * * * * * * 

(c) CiGaRs AND CiGARETTES.—Upon cigars and cigarettes manufactured ir 
imported into the United States, which are sold by the manufacturer or importer 
or removed for consumption or sale, there shall be levied, collected, and paid t! 
following taxes: 

* * + * * * * 

(2) CriGArRETTES.—On cigarettes made of tobacco, or any substitute ther 
for, and weighing not more than three pounds per thousand, $4 per thousand 
{until April 1, 1954, and $3.50 per thousand on and after April 1, 1954] 

Weighing more than three pounds per thousand, $8.40 per thousar 
except that if more than 6% inches in length they shall be taxable at the rat 
provided in the preceding paragraph, counting each 2% inches (or fracti 
thereof) of the length of each as one cigarette. 

The tax imposed by this subsection shall be in addition to any impor 
duties imposed upon imported cigars and cigarettes. 

* * * * * * * 

[(g) FLoor Srocks REerunps on CIGARETTES.— 

[(1) In cenerat.—With respect to cigarettes, weighing not more than 
three pounds per thousand, upon which the tax imposed by subsection 
(2), or upon which floor stocks tax imposed by subsection (f), has been paid 
and which, on April 1, 1954, are held by any person and intended for sal 
or are in transit from foreign countries or insular possessions of the United 
States to any person in the United States for sale, there shall be credited « 
refunded to such person (without interest), subject to such regulations as 
may be prescribed by the Secretary, an amount equal to the differen 
between the tax paid on such cigarettes and the tax made applicable to su 
articles on April 1, 1954, if claim for such credit or refund is filed with th 
Secretary prior to July 1, 1954. 

[(2) LimiraTions ON ELIGIBILITY FOR CREDIT OR REFUND.—No pers 
shall be entitled to credit or refund under paragraph (1) unless (A) sue 
person, for such period or periods both before and after April 1, 1954 (but not 
extending beyond one year thereafter), as the Secretary shall by regulations 
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prescribe, makes and keeps, and files with the Secretary such records of inven- 
tories, sales, and purchases as may be prescribed in such regulations; and (B) 
such person establishes to the satisfaction of the Secretary, with respect to 
the cigarettes for which credit or refund is claimed by him under this section, 
that on and after April 1, 1954, and until the expiration of three months 
thereafter, the price at which cigarettes of such class were sold (until a 
number equal at least to the number on hand on April 1, 1954, were sold) 
reflected, in such manner as the Secretary may by regulations prescribe, the 
amount of the tax reduction. 

[(3) PENALTY AND ADMINISTRATIVE PROCEDURES.—All provisions of law, 
including penalties, applicable in respect of internal revenue taxes on ciga- 
rettes shall, insofar as applicable and not inconsistent with this subsection, 
be applicable in respect of the credits and refunds provided for in this subsec- 
tion to the same extent as if such credits or refunds constituted credits or 
refunds of such taxes. ] 

* * * * * * * 


CHAPTER 20—DIESEL FUEL 


SEC. 2450. TAX ON DIESEL FUEL 
There is hereby imposed a tax of 2 cents a gallon upon any liquid (other than 
any product taxable under section 3412)— 
“ (1) sold by any person to an owner, lessee, or other operator of a diesel- 
powered highway vehicle, for use as a fuel in such vehicle, or 
(2) used by any person as a fuel in a diesel-powered highway vehicle 
unless there was a taxable sale of such liquid under clause (1). 
[On and after April 1, 1954, the tax imposed by this section shall be 144 cents a 
gallon in lieu of 2 cents a gallon.J 
* * * * * * * 


CHAPTER 25—FIREARMS 
SuBcHAPTER A—PIsTOLS AND REVOLVERS 


SEC. 2700. TAX 

(a) Rate.—There shall be levied, assessed, collected, and paid upon pistols 
and revolvers sold or leased by the manufacturer, producer, or importer, a tax 
equivalent to [11 %] 10 per centum of the price for which so sold or leased. 


* * * * * * * 


CHAPTER 26—LIQUOR 
SupcHapTeR A—DISTILLED SprrRits 


PART I—PROVISIONS RELATING TO TAX 
SEC. 2800. TAX 

(a) RatE.— 

(1) DisTILLED sPIRITS GENERALLY.—There shall be levied and collected on 
all distilled spirits in bond or produced in or imported into the United States 
an internal revenue tax at the rate of $10.50 on each proof gallon or wine 
gallon when below proof and a proportionate tax at a like rate on all frac- 
tional parts of such proof or wine gallon, to be paid by the distiller or importer 
when withdrawn from bond. [On and after April 1, 1954, the rate of tax 
imposed by this paragraph shall be $9 in lieu of $10.50.] 

* * * * * * * 

(3) IMPORTED PERFUMES CONTAINING DISTILLED SPIRITS.—There shall be 
levied and collected upon all perfumes imported into the United States con- 
taining distilled spirits, a tax of $10.50 per wine gallon, and a proportionate 
tax at a like rate on all fractional parts of such wine gallon. Sue tax shall 
be collected by the collector of customs and deposited as internal revenue 
collections, under such rules and regulations as the Commissioner, with the 
approval of the Secretary, may prescribe. [On and after April 1, 1954, the 
rate of tax imposed by this paragraph shall be $9 in lieu of $10.50.] 

* * * * * * * 
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SuspcHarpTeR B—WINES 
3030. TAX 


(1) STILL WINES.— 

(A) Imposition. —Upon all still wines, including vermouth, an 
artific ial or imitation wines or compounds sold as still wine, produced jp 
or imported into the United States on or after the effective date of sec- 
tion 452 (a) of the Revenue Act of 1951, or which on such date wer 
on any winery premises or other bonded premises or in transit theret; 
or at any customhouse, there shall be levied, collected, and paid taxes 
at rates as follows, when sold, or removed for consumption or sale: 

On wines containing not more than 14 per centum of absolute aleoho| 
17 cents per wine-gallon, the per centum of aleohol under this section to 
be reckoned by volume and not by weight [, except that on and after 
April 1, 1954, the rate shall be 15 cents per wine-gallon]; 

On wines containing more than 14 per centum and not exceeding 2] 
per centum of absolute alcohol, 67 cents per wine-gallon [, except that 
on and after April 1, 1954, the rate shall be 60 cents per wine-gallon] 

On wines containing more than 21 per centum and not exceeding 24 
per centum of absolute alcohol, $2.25 per wine-gallon [, except that or 
and after April 1, 1954, the rate shall be $2 per wine-gallon]; 

All such w ines containing more than 24 per centum of absolute alcoho! 
by volume shall be classed as distilled spirits and shall pay tax accord- 
ingly. 

Any such wines may, under such regulations as the Commissioner 
may prescribe, with the approval of the Secretary, be sold or removed 
tax-free for the manufacture of vinegar, or for the production of dealco- 
holized wines containing less than one-half of 1 per centum of alcohol 
by volume, 

The taxes imposed by this subparagraph (A) of this paragraph shall 
not apply to dealcoholized wines containing less than one-half of 1 
centum of alcohol by volume; nor, subject to regulations prescribed by 
the Commissioner, with the approval of the Secretary, to wines produced 
for the family use of the duly registered producer thereof and not sold 
or otherwise removed from the place of manufacture and not exceeding 
in any case two hundred gallons per year. 

* * * * * * * 

(2) SPARKLING WINES, LIQUEURS, AND cCoRDIALS.—Upon the following 
articles which are produced in or imported into the United States, on or 
after the effective date of section 452 (a) of the Revenue Act of 1951, or 
which on such date are on any winery premises or other bonded premises or 
in transit thereto or at any customhouse, there shall be levied, collected, and 
paid, in lieu of the internal-revenue taxes imposed thereon by law prior 
such date, taxes at rates as follows, when sold, or removed for consumptior 
or sale: 

On each bottle or other container of champagne or sparkling wine, 17 cents 
on each one-half pint or fraction thereof[, except that on and after April 
1954, the rate shall be 15 cents on each one-half pint or fraction thereof] 

On each bottle or other container of artificially carbonated wine, 12 cents 
on each one-half pint or fraction thereof[, except that on and after April 
1954, the rate shall be 10 cents on each one-half pint or fraction thereof]; 

On each bottle or other container of liqueurs, cordials, or similar compounds, 
by whatever name sold or offered for sale, containing sweet wine, citrus-fruit 
wine, peach wine, cherry wine, berry wine, apricot wine, prune wine, plum 
wine, pear wine, pawpaw wines, papaya wines, pineapple wines, cantaloup 
wines, or apple wine, fortified, respectively, with grape brandy, citrus-fruit 
brandy, peach brandy, cherry brandy, berry brandy, apricot brandy, pruné 
brandy, plum brandy, pear brandy, pawpaw brandy, papaya brandy, pine- 
apple brandy, cantaloup brandy, or apple brandy, 12 cents on each one-half 
pint or fraction thereof[, except that on and after April 1, 1954, the rat 
shall be 10 cents on each one-half pint or fraction thereof]; 

Any of the foregoing articles containing more than 24 per centum 
absolute alcohol by volume (except vermouth, liqueur>, cordials, and sin 
compounds made in rectifying plants and containing tax-paid sweet win 
citrus-fruit wine, peach wine, cherry wine, berry wine, apricot wine, pru 
wine, plum wine, pear wine, pawpaw wines, papaya wines, pineapple w 
cantaloup wines, or apple wine, fortified, respectively with grape bra 
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citrus-fruit brandy, peach brandy, cherry brandy, berry brandy, apricot 
brandy, prune brandy, plum brandy, pear brandy, pawpaw brandy, papava 
brandy, pineapple brandy, cantaloup brandy, or apple brandy) shall be 
classed as distilled spirits and shall be taxed accordingly. 




























































and all The Commissioner, under regulations prescribed by him, with the approval 

duced in of the Secretary, is authorized to remit, refund, and pay back the amount 
e of sec- of all taxes on such liqueurs, cordials, and similar compounds paid by or 
ate were 


assessed against rectifiers at the distilled spirits rate prior to June 26, 1936. 
* 


, thereto * * * * * + 
tid taxes 
ale: SuspcHaPpTeR D—FERMENTED Liquors 
alcohol, SEC. 3150. TAX 
ction to (a) Rave.—There shall be levied and collected on all beer, lager beer, ale, 
nd after porter, and other similar fermented liquor, containing one-half of 1 per centum, 
; or more, of alcohol, brewed or manufactured and sold, or removed for consump- 
ding 21 tion or sale, within the United States, or imported into the United States, by 
ept that whatever name such liquors may be called, a tax of $9 for every barrel containing 
llon]; not more than thirty-one gallons, and at a like rate for any other quantity or for 
ding 24 the fractional parts of a barrel authorized and defined by law. [On and after 
that on April 1, 1954, the tax imposed by the preceding sentence shall be at the rate of 
$8 in lieu of $9.] In estimating and computing such tax, the fractional parts of 
> alcohol a barrel shall be halves, thirds, quarters, sixths, and eighths; and any fractional 
accord. part of a barrel, containing less than one-eighth, shall be accounted one-eighth; 
a more than one-eighth, and not more than one-sixth, shall be accounted one-sixth; 
ussioner more than one-sixth, and not more than one-fourth, shall be accounted one- 
removed fourth; more than one-fourth, and not more than one-third, shall be accounted 
' dealeo- one-third; more than one-third, and not more than one-half, shall be accounted 
alcohol one-half; more than one-half, and not more than one barrel, shall be accounted 
one barrel; and more than one barrel, and not more than sixty-three gallons, 
ph shall shall be accounted two barrels, or a hogshead. 
of 1 per The provisions of this section requiring the accounting of hogsheads, barrels, 
‘ibed by and fractional parts of barrels at the next higher quantity shall not apply where 
roduced the contents 24 such hogsheads, barrels, or fractional parts of barrels are within 
not sold the limits of tolerance established by the Commissioner by regulations which he 
ceeding is hereby authorized to prescribe with the approval of the Secretary; and no 
assessment shall be made and no tax shall be collected for any excess in any case 
* where the contents of the hogsheads, barrels, or fractional parts of barrels here- 
lowing tofore or hereafter used are within the limits of the tolerance so prescribed. 
3, ON or * oa * + + ~ * 
1951, or 
mises or CHAPTER 27—OCCUPATIONAL TAXES 
are SupcnarterR A—Sprectat Provisions 
imption * . * * * * * 
17 cents PART X—BOWLING ALLEYS, AND BILLIARD AND POOL TABLES 
April 1, SEC. 3268. TAX ON BOWLING ALLEYS, AND BILLIARD AND POOL TABLES 
ety; i (a) Rate.—Every person who operates a bowling alley, billiard room, or pool 
April 1 room shall pay a special tax of [$10] $20 per year for each bowling alley, billiard 
; 1: table, or pool table. Every building or place where bowls are thrown or where 
he I games of billiards or pool are played, except in private homes, shal! be regarded 
Satara: as a bowling alley, billiard room, or pool room, respectively. No tax shall be 
= imposed under this section with respect to a billiard table or pool table in a hospital 
° 2 _ if no charge is made for the use of such table. The tax imposed under this section 
a shall not apply for any period beginning after June 30, 1952, with respect to any 
aetrur bowling alley, billiard table, or pool table maintained exclusively for the use of 
eed members of the Armed Forces on any property owned, reserved, or used by, or 
a bait otherwise acquired for the use of, the United States if no charge is made for their 
use 
he rate 7 
Note.—The rate of tax presently in effect on bowling alleys and billiard and 
tum of pool tables is the temporary war rate of $20 as provided in section 1650 of the 
similar Internal Revenue Code, which under the bill expires March 31, 1954. 
t wine, * +. * * * * a 
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CHAPTER 29—MANUFACTURERS’ EXCISE AND IMPORT TAXES 


SuspcHAPTER A—MANUFACTURERS’ Excise Taxes 
* * * * * * * 


SEC, 3403. TAX ON AUTOMOBILES, ETC. 

There shall be imposed upon the following articles sold by the manufactur 
producer, or importer, a tax equivalent to the following percentages of the pr 
for which so sold: 

(a) Automobile truck chassis, automobile truck bodies, automobile bus cha 
automobile bus bodies, truck and bus trailer and semitrailer chassis, truck and 
bus trailer and semitrailer bodies, tractors of the kind chiefly used for highw 
transportation 1n combination with a trailer or semitrailer (including in each of 
the sbove cases parts or accessories therefor sold on or in connection therewit} 
or with the sale thereof), 8 per centum[, except that on and after April 1, 1954 
the rate shall be 5 per centum]. A sale of an automobile truck, bus, truck or 
bus trailer or semitrailer shall, for the purposes of this subsection, be consider: 
to be a sale of the chassis and of the body. 

(b) OruER CHassis AND Bopres, Erc.—Other automobile chassis and bodies, 
chassis and bodies for trailers and semitrailers (other than house trailers) suitabl 
for use in connection with passenger automobiles, and motorcycles (including ir 
each case parts or accessories therefor sold on or in connection therewith or with 
the sale thereof), except tractors, 10 per centum[, except that on and after April 
1, 1954, the rate shall be 7 per centum]. A sale of an automobile, trailer, or semi- 
trailer shall, for the purposes of this subsection, be considered to be a sale of the 
chassis and of the body. 

(ec) Parts or accessories (other than tires and inner tubes and other than radio 
and television receiving sets) for any of the articles enumerated in subsection (a 
or (b), 8 per centum[, except that on and after April 1, 1954, the rate shall be 5 
per centum]. For the purposes of this subsection and subsections (a) and (b), 
spark plugs, storage batteries, leaf springs, coils, timers, and tire chains, which 
are suitable for use on or in connection with, or as component parts of, any of 
the articles enumerated in subsection (a) or (b), shall be considered parts or 
secessories for such articles, whether or not primarily adapted for such use. 
This subsection shall not apply to chassis or bodies for automobile trucks or other 
automobiles. Under regulations prescribed by the Commissioner, with the ap- 
proval of the Secretary, the tax under this subsection shall not apply in the casi 
of sales of parts or accessories by the manufacturer, producer, or importer to a 
manufacturer or producer of any of the articles enumerated in subsection (a) or 
(b). If any such parts or accessories are resold by such vendee otherwise than 
on or in connection with, or with the sale of, an article enumerated in subsection 
(a) or (b) and manufactured or produced by such vendee, then for the purposes 
of this section the vendee shall be considered the manufacturer or producer of 
the parts or accessories so resold. In determining the sale price of a rebuilt 
automobile part or accessory there shall be excluded from the price, in accordance 
with regulations prescribed by the Secretary, the value of a like part or accessor) 
accepted in exchange. 

* * * * * * * 


SEC. 3406. EXCISE TAXES IMPOSED BY THE REVENUE ACT OF 1941 
(a) Imposrrron.—There shall be imposed on the following articles, sold by the 
manufacturer, producer, or importer, a tax equivalent to the rate, on the price for 
which sold, set forth in the following paragraphs (including in each case parts or 
accessories of such articles sold on or in connection therewith, or with the sale 
thereof): 
(1) Sportine Goops.—Badminton nets; badminton rackets (measuring 22 
inches over all or more in length); badminton racket frames (measuring 22 
inches over all or more in length); badminton racket string; badminton 
shuttlecocks; badminton standards; billiard and pool tables (measuring 45 
inches over all or more in length); billiard and pool balls and cues for such 
tables; bowling balls and pins; clay pigeons and traps for throwing clay 
pigeons; cricket balls; cricket bats; croquet balls and mallets; curling stones 
deck tennis rings, nets, and posts; golf bags (measuring 26 inches or more in 
length) ; golf balls; golf clubs (measuring 30 inches or more in length) ; lacross« 
balls ; lacrosse sticks; polo balls; polo mallets; skis; ski poles; snow shoes; snow 
toboggans and sleds (measuring more than 60 inches over all in length 
squash balls; squash rackets (measuring 22 inches over all or more in length 
squash racket frames (measuring 22 inches over all or more in length) ; squash 
racket string; table tennis tables, balls, nets, and paddles; tennis balls; tennis 
nets; tennis rackets (measuring 22 inches over all or more in length); tennis 
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racket frames (measuring 22 inches over all or more in length); tennis racket 
string; [15 per centum, except that on and after April 1, 1954, the rate shall 
be 10 per centum;] fishing rods, creels, reels, and artificial lures, baits, and 
flies; 10 per centum. 

* * * * * * * 

(4) PHOTOGRAPHIC APPARATUS.—Cameras and camera lenses, and unex- 
posed photographic film in rolls (including motion picture film), [20] /0 per 
centum. The tax imposed under this paragraph shall not apply to X-ray 
cameras, to cameras weighing more than four pounds exclusive of lens and 
accessories, to still camera lenses having a focal length of more than one 
hundred and twenty millimeters, to motion picture camera lenses having a 
focal length of more than thirty millimeters, to X-ray film, to unperforated 
microfilm, to film more than one hundred and fifty feet in length, or to film 
more than twenty-five feet in length and more than thirty millimeters in 
width. Any person who acquires unexposed photographic film not subject 
to tax under this paragraph and sells such unexposed film in form and dimen- 
sions subject to tax hereunder (or in connection with a sale cuts such film 
to form and dimensions subject to tax hereunder) shall for the purposes of 
this subsection be considered the manufacturer of the film so sold by him. 

* * * * * * * 


(10) ELrecrTRic LIGHT BULBS AND TUBES.—Electric light bulbs and tubes, 
not including articles taxable under any other prevision of this subchapter, 
[5] 10 per centum. 


Note.—The rate of tax presently in effect on electric light bulbs and tubes is 
the temporary war rate of 20 per centum as provided in section 1650 of the 
Internal Revenue Code, which under the bill expires March 31, 1954. 

SEC. 3407. TAX ON FIREARMS, SHELLS, AND CARTRIDGES 

There shall be imposed upon firearms, shells, and cartridges, sold by the man- 
ufacturer, producer, or importer, a tax equivalent to [11] 1/0 per centum of the 
price for which so sold. ‘The tax imposed by this section shall not apply (1) to 
articles sold for the use of any State, Territory of the United States, or political 
subdivision thereof, or the District of Columbia, or (2) to pistols and revolvers. 

The taxes imposed by this section shall not apply to any firearm on which the 
tax provided by. section 2720 has been paid. 

The provisions of section 3452 (relating to expiration of taxes) shall not apply 
to the tax imposed by this section. 


SEC. 3408. TAX ON MECHANICAL PENCILS, FOUNTAIN AND BALLPOINT PENS, AND 
MECHANICAL LIGHTERS FOR CIGARETTES, CIGARS, AND PIPES 


(a) Imposition oF Tax.—There shall be imposed on the following articles, 
sold by the manufacturer, producer, or importer, a tax equal to [15] 1/0 per 
centum of the price for which so sold: Mechanical pencils, fountain pens, and ball- 
point pens; mechanical lighters for cigarettes, cigars, and pipes. 

* * * * * * * 


SEC. 3412. TAX ON GASOLINE 

(a) There shall be imposed on gasoline sold by the producer or importer 
thereof, or by any producer of gasoline, a tax of 2 cents a gallon, except that 
under regulations prescribed by the Commissioner with the approval of the Secre- 
tary the tax shall not apply in the case of sales to a producer of gasoline. [On 
and after April 1, 1954, the tax imposed by this section shall be 14 cents a gallon 
in lieu of 2 cents a gallon.J 

(b) If a producer or importer uses (otherwise than in the production of 
gasoline) gasoline sold to him free of tax, or produced or imported by him, such 
use shall for the purposes of this chapter be considered a sale. Any person to 
whom gasoline is sold tax-free under this section shall be considered the producer 
of such gasoline. 

(c) As used in this section— 

(1) the term ‘“‘producer” includes a refiner, compounder, or blender, and 
a dealer selling gasoline exclusively to producers of gasoline, as well as a 
producer. 

(2) the term gasoline means (A) all products commonly or commercially 
known or sold as gasoline (including casinghead and natural gasoline), benzol, 
benzene, or naphtha, regardless of their classifications or uses; and (B) any 
other liquid of a kind prepared, advertised, offered for sale or sold for use 
as, or used as, a fuel for the propulsion of motor vehicles, motorboats, or 
airplanes; except that it does not include any of the foregoing (other than 
products commonly or commercially known or sold as gasoline) sold for 
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use otherwise than as a fuel for the propulsion of motor vehicles, motorboat 
or airplanes, and otherwise than in the manufacture or production of such { 
and does not include kerosene, gas oil, or fuel oil. 

(d) Every person subject to tax under this section or section 3413 shall, } 
incurring any liability for tax under such sections register with the collector f 
the district in which is located his principal place of business (or, if he has 
principal place of business in the United States, with the collector at Baltimore, 
Maryland) and shall give a bond, to be approved by such collector, conditioned 
that be shall not engage in any attempt, by himself or by collusion with others, 
to defraud the United States of any tax under such sections; that he shall render 
truly and completely all returns, statements, and inventories required by law or 
regulations in pursuance thereof and shall pay all taxes due under such sections 
and that he shall comply with all requirements of law and regulations in pur 
suance thereof with respect to tax under such sections. Such bond shall 
such sum as the collector may require in accordance with regulations prescribed 
by the Commissioner with the approval of the Secretary, but not less than $2,000 
The collector may from time to time require new or additional bond in accord- 
ance with this subsection. Every person who fails to register or give bond as 
required by this subsection, or who in connection with any purchase of gasoline 
or lubricating oil falsely represents himself to be registered and bonded as pro- 
vided by this subsection, or who wilfully makes any false statement in an appli 
cation for registration under this subsection, shall upon conviction thereof be 
fined not more than $5,000 or imprisoned not more than five years, or bot! 
together with the costs of prosecution. If the Commissioner finds that any 
manufacturer or producer has at any time evaded any Federal tax on gasoline or 
lubricating oil, he may revoke the registration of such manufacturer or producer, 
and no sale to, or for resale to, such manufacturer or producer thereafter shall 
be tax-free under section 3413, this section, or section 3442, but such manufac- 
turer or producer shall not be relieved of the requirement of giving bond under 
this subsection, 

(e) Under regulations prescribed by the Commissioner with the approval of 
the See retary, records required to be kept with respect to taxes under section 3413, 
or this section, and returns, reports, and statements with respect to such taxes 
filed with the Commissioner or a collector, shall be open to inspection by suc! 
officers of any State or Territory or political subdivision thereof or the District 
of Columbia as shall be charged with the enforcement or collection of any tax on 
gasoline or lubricating oils. The Commissioner and each collector shall furnis! 
to any of such officers, upon written request, certified copies of any such state- 
ments, reports, or returns filed in his office upon the payment of a fee of $1 for 
each one hundred words or fraction thereof in the copy or copies requested. 

(f) 1951 FLoor Stocks Tax.—On gasoline subject to tax under this section 
which, on the effective date of section 489 (a) of the Revenue Act of 1951, is held 
and intended for sale, there shall be levied, assessed, collected, and paid a floor 
stocks tax at the rate of % cent per gallon. The tax shall not apply to gasoline 
in retail stocks heid at the place where intended to be sold at retail, nor to gasoline 
held for sale by a producer or importer of gasoline. The provisions of section 3443 
shall be applicable to the floor stocks tax imposed by this subsection so as to 
entitle, subject to all the provisions of such section, (1) any manufacturer or pro- 
ducer to a refund or credit of such tax under subsection (a) (1) of such section, 
and (2) any person paying such floor stocks tax to a refund or credit thereof 
where gasoline is by such person or any other person used or resold for any of 
the purposes specified in subparagraphs (A) (i), (ii), and (iii) of subsection (a) (3 
of such section. 


[(z) Fioor Stocks Rerunps on GASOLINE.— 

([(1) In cenerat.— With respect to any gasoline taxable under this section, 
upon which tax (including floor stocks tax) at the applicable rate has been 
paid, and which, on April 1, 1954, is held and intended for sale by any person, 
there shall be credited or refunded (without interest) to the producer or 
importer who paid the tax, subject to such regulations as may be prescribed 
by the Secretary, an amount equal to so much of the difference between the 
tax so paid and the amount of tax made applicable to such gasoline on and 
after April 1, 1954, as has been paid by such producer or importer to suc! 
person as reimbursement for the tax reduction on such gasoline, if claim for 
such credit or refund is filed with the Secretary prior to July 1, 1954. No 
credit or refund shall be allowable under this subsection with respect to gaso- 
line in retail stocks held at the place where intended to be sold at retail, no 
with respect to gasoline held for sale by a producer or importer of poo 

[(2) Limrratrion ON ELIGIBILITY FOR CREDIT OR REFUND.—No producer or 
importer shall be entitled to a credit or refund under paragraph (1) unless he 
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has in his possession satisfactory evidence of the inventories with respect to 
which he has made the reimbursements described in such paragraph, and 
establishes to the satisfaction of the Secretary with respect to the quantity 
of gasoline as to which credit or refund is claimed under such paragraph, that 
on or after April 1, 1954, such quantity of gasoline was sold to the ultimate 
consumer at a price which reflected the amount of the tax reduction. 

[(3) PENALTY AND ADMINISTRATIVE PROCEDURES.—All provisions of law, 
including penalties, applicable in respect of the tax imposed under this section 
shall, insofar as applicable and not inconsistent with this subsection, be appli- 
cable in respect of the credits and refunds provided for in this subsection to 
the same extent as if such credits or refunds constituted credits or refunds 
of such taxes.] 


* * * * * * * 


CHAPTER 30—TRANSPORTATION AND COMMUNICATION 


* * * * * * 


SupcHAPTER B—TELEGRAPH, TELEPHONE, RADIO, AND CABLE FacILiriEes 


SEC. 3465. IMPOSITION AND RATE OF TAX 
(a) There shall be imposed: 


(1) TELEPHONE AND TELEGRAPH, ETC.— 

(A) On the amount paid within the United States for each telephone 
or radio telephone message or conversation for which the toll charge is 
more than 24 cents, a tax equal to [20] 10 per centum of the amount so 
paid. Ifa bill is rendered the taxpayer for the services described in this 
subparagraph, the amount upon which the tax shall be based shall be 
the sum of all such charges included in the bill, and the tax shall not be 
based upon the charge for each item, separately, included in the bill. 


Note.—The rate of tax presently in effect on long distance telephone messages 
is the temporary war rate of 25 per centum as provided in section 1650 of the Inter- 
nal Revenue Code, which under the bill expires March 31, 1954. 


(B) On the amount paid within the United States for each telegraph, 
cable, or radio dispatch or message a tax equal to [15 per centum of the 
amount so paid, except that in the case of each international telegraph, 
cable, or radio dispatch or message the rate shall be 10 per centum] 10 
per centum of the amount so paid. If a bill is rendered the taxpayer for 
the services described in this subparagraph, the amount upon which the 
tax at each of the rates in this subparagraph shall be based shall be the 
sum of all such charges at that rate included in the bill, and the tax 
shall not be based upon the charge for each item, separately, included 
in the bill. 

If the tax under subparagraph (A) or (B) is paid by inserting coins in coin- 
operated telephones, the tax shall be computed to the nearest multiple of 5 
cents, except that where the tax is midway between multiples of 5 cents, the 
next higher multiple shall apply. Only one payment of a tax imposed ty 
subparagraph (A) or (B) shall be required notwithstanding the lines or sta- 
tions of one or more persons are used in the transmission of such dispatch, 
message, or conversation. 

(2) LEASED WIRES, ETC. 

(A) A tax equivalent to [15] 10 per centum of the amount paid for 
leased wire, teletypewriter, or talking circuit special service, but not 
including an amount paid for leased wire, teletypewriter, or talking cir- 
cuit special service used exclusively in rendering a service taxable under 
subparagraph (B). 





Note.—The rate of tax presently in effect on leased wires, etc., is the temporary 
war rate of 25 per centum as provided in section 1650 of the Internal Revenue 
Code, which under the bill expires March 31, 1954. 


(B) A tax equivalent to [5] 8 per centum of the amount paid for 
any wire and equipment service (including stock quotation and informa- 
tion services, burglar alarm or fire alarm service, and all other similar 
services, but not including service described in subparagraph (A)). 

The tax shall apply under this paragraph whether or not the wires or services 
are within a local exchange area. 


Note.—The rate of tax presently in effect on wire and equipment service is the 
temporary war rate of 8 per centum as provided in section 1650 of the Internal 
Revenue Code, which under the bill expires March 31, 1954. 









































MINORITY VIEWS 


We supported the excise tax reductions in this bill. We object, 
however, to the hasty action of the committee and the inadequate 
consideration given to the subject of excise taxes. 

Involved in the bill is a total of $1.989 billion in excise tax revenue, 
made up by reductions in excise taxes of $912 million and increases of 
$1.077 billion. The net effect is an increase of $165 million in excise 
taxes. 

The bill was not available to the members of the committee until 
we met to consider it in executive session, and deliberations on it 
were completed in 1 day. In all our experience in handling tax 
legislation, there has never been such hasty consideration of legislation 
involving so much revenue. 

We deny the claim that the bill ‘reduces a number of excise tax 
rates on a selective basis.’”” The only selection involved in this bill 
is more or less a line-of-sight proposition where an ad valorem rate 
that stands up above 10 percent is leveled to 10 percent. Such a 
selection completely ignores any excise tax which is below 10 percent, 
or which is levied on a dollar-and-cents basis per unit taxed. 

We do not mean that relief is not needed in the areas covered in 
the bill, but we do believe that consideration should be given to other 
areas of excise taxes and the voluminous testimony which the com- 
mittee received last summer relating to administrative problems in 
the excise tax field. 

Frankly, we were not prepared ouselves on such short notice to 
make well-considered recommendations for other adjustments in the 
field of excise taxes. We did fall back on the adjustments which 
were recommended in the revenue bill of 1950 as it passed the House, 
which provided for excise tax reductions of $1 billion. It will be 
recalled that these reductions were deleted in the Senate, due to the 
advent of the Korean conflict and the necessity of increasing rather 
than decreasing revenues. ‘The recommendations in the revenue bill 
of 1950 were made by the committee after long hearings and consid- 
eration, and there were justifiable reasons for making them. Most 
of the reductions contained in the current bill were also contained in 
that bill. 

Among the additional adjustments which we attempted to make in 
the current bill and which were defeated by the majority were the 
following, many of which were also included in the revenue bill of 
1950: to repeal the tax on handbags, billfolds, key cases, etc.; watches 
selling for less than $65, and clocks and alarm clocks selling for less 
than $5; household water heaters; mechanical pens and pencils; ad- 
missions; admissions where the admission price is 50 cents or under; 
admissions to moving picture theaters where the admission price is 
50 cents or under; admissions to amusement parks and rides where 
the admission price does not exceed 15 cents; household ironers and 
driers; communications; leased wire service furnished to shut-in 
14 
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students; local telephone calls; college and school athletic games; 
and bowling alleys, billiard and pool tables operated without charge 
by nonprofit organizations or governmental agencies. We also 
proposed to cut the tax on transportation of property in half. 

These may not be the only, or necessarily the most deserving, cases 
for adjustments or for reductions at this time, but due to the fact 
that the bill was considered on such short notice we were not as fully 
prepared to make adjustments as we would like to have been. 

Another unusual feature of this bill which seems to us to be difficult 
to defend on its face is the fact that the net effect of the bill amounts 
to an increase in excise taxes of $165 million. It is piously claimed 
in the title of the bill that it reduces excise taxes. We dispute this. 
A more appropriate title would be ‘‘A bill to increase excise taxes.” 

We are also disturbed by the fact that the majority are not just 
continuing the increases in excise taxes that were provided in the 
Revenue Act of 1951 to finance defense preparations for the Korean 
conflict for a temporary period—they are making them permanent. 
This contrasts to their proposal to continue present corporate taxes 
at their present level for only 1 year. This increase in excise taxes 
amounts to over $1 billion. Our only purpose in increasing these 
excise tax rates in the Revenue Act of 1951 was to finance these 
defense preparations, and we inserted a termination date so that the 
taxes would expire automatically. 

We attempted in the current bill to permit the reductions to take 
place on April 1 as scheduled, because these excise tax rates are even 
higher than they were during World War II, and, since they are 
selective, it seems to us that these particular industries should not 
be singled out from all others to bear such a heavy load. Failing in 
this, we attempted to assure these industries that these high rates 
would be continued only for 1 year. The majority defeated us in 
both of these attempts, and the effect of their action, as we stated, is 
to make these increases permanent. 

The majority was determined to present this bill to the House as it 
was introduced, and all our efforts at making it more equitable were 
precluded from success even before they were made. 

The majority also ignored the Treasury Department, which felt 
that the only adjustments in excise taxes which should be made at 
this time are in distressed industries, which they name as being the 
fur industry and the movie industry. The usual procedure of the 
committee in consulting the Treasury Department on legislation which 
it is considering was not followed in this case. 

We would like to point out that this is the third instance in which 
the majority party has increased taxes, despite their claims during 
the last presidential campaign that they were not only going to reduce 
taxes but also balance the budget. We do not mean that we believe 
that the fiscal condition of the Treasury may not require the revenue 
involved in these increases, but we are concerned about the misleading 
promises which the majority party made. It will be recalled that the 
excess profits tax was continued from June 30, 1953, to December 31, 
1953. The committee has already voted to continue the corporate 
tax at 52 percent for another year, and in this bill the excise tax rate 
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increases made in the Revenue Act of 1951 are being made permanent, 
These increases in taxes and the estimated deficit of almost $3 billion 
in the current year’s budget is a case, in our opinion, of actions again 
speaking louder than words. 


JERE Cooper. 

JoHN D. DINGELL. 
WixzBur D. MILLs. 
Nose J. GREGORY. 

A. SIDNEY CAMP. 

AIME J. ForRAND. 
HERMAN P. EBERHARTER. 
Crciu R. Kina. 

Tuomas J. O’BRIEN. 
Hae Boaas. 
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9d Session No. 1308 





AMENDING AND SUPPLEMENTING THE FEDERAL-AID ROAD ACT 
APPROVED JULY 11, 1916 (89 STAT. 355), AS AMENDED AND SUP- 
PLEMENTED, TO AUTHORIZE APPROPRIATIONS FOR CONTINU- 
ING THE CONSTRUCTION OF HIGHWAYS 


Marcu 4, 1954.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 


Mr. DonpEro, from the Committee on Public Works, submitted the 
following 


REPORT 


{To accompany H. R. 8127] 


The Committee on Public Works, to whom was referred the bill 
(H. R. 8127) to amend and supplement the Federal-Aid Road Act 
approved July 11, 1916 (39 Stat. 355), as amended and supplemented, 
to authorize appropriations for continuing the construction of high- 
ways, and for other purposes, having considered the same, report 
favorably thereon without amendment and recommend that the bill 
do pass, 

The Committee on Public Works held extensive public hearings on 
H. R. 7818, 7897, 7841, 7678, 7207, 7124, 3529, 3528, 1407, and 14, 
during which time testimony was offered by Federal, State, and local 
officials, Members of Congress, and witnesses representing agriculture, 
industry, highway users, and other groups interested in highway 
development. 

At the conclusion of the hearings, the committee adopted certain 
amendments to H. R. 7818, and H. R. 8127 was introduced as a sub- 
stitute for H. R. 7818, as amended. 

All the Federal-aid funds thus far authorized through the fiscal 
vear 1955 have been apportioned. Early next year, the legislatures 
of the States will meet in regular biennial_session. This makes it 
imperative that the present session of Congress enact legislation to 
provide Federal-aid authorizations for orderly continuation of the 
program of highway construction for an additional 2-year period so 
that funds for matching the Federal funds may be made available by 
the State legislatures. 


42006—54——__1 
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The bill, therefore, proposes to carry forward the Federal-aid high. 
way program without substantial change from the basic pattern 
heretofore established by Congress under the Federal-aid Highway 
Acts of 1944, 1948, 1950, and 1952, and would authorize for such 
purposes the sum of $600 million for each of the fiscal years 
and 1957, to be available for expenditure as follows: 

(a) $270 million (45 percent) for projects on the Federal-aid pri- 
mary highway system. 

(6) $180 million (30 percent) for projects on the Federal-aid second- 
ary highway system. 

(ec) $150 million (25 percent) for projects on the Federal-aid pri- 
mary highway system in urban areas. 

The division of these funds, percentagewise, among the thre 
categories of projects, and their apportionment among the States js 
on the same basis as provided under existing law. 

The testimony before the committee indicated general accord re- 
specting existing Federal-aid procedures but reflected the urgent need 
for an accelerated highway construction program to overcome t! 
serious deteriorations and deficiencies which have been accumulating 
at a greater rate than the rate of new construction. 

The Subcommittee on Roads of the Committee on Public Works 
conducted a national highway study and held extensive hearings on 
that subject beginning April 15, 1953, and concluding July 14, 195 
As a result of the testimony given by the witnesses which were heard 
before that subcommittee, and the graphic descriptions furnished by 
them with respect to traffic congestion, deaths and accidents, high- 
way obsolescence, and other factors, the urgent need for an increased 
rate of highway improvement was found imperative. Because of t! 
comprehensive hearings and study of the overall highway problen 
by the subcommittee, and the great number of witnesses which had 
appeared and testified, this committee at the time it considered the 
bill which is now being reported was able to confine the testimony 
of the witnesses to the provisions of the bill itself. The American 
Association of State Highway Officials, which is an organization com- 
posed of the principal highway officials of all of the States, was repre- 
sented by State highway officials who testified that carefully pre- 
pared estimates show that construction in the aggregate amount of 
approximately $35 billion would be required now to bring the Federal- 
aid system of highways up to date, as compared to $32 billion 2 years 
ago. The testimony of the witnesses was in accord with the state- 
ments made and the data furnished by the Bureau of Public Roads 
Department of Commerce, to the effect that substantially increased 
authorizations for the national system of highways and especially 
interstate highways, are considered essential in order to overcome thi 
steadily growing deficiencies and to accelerate the urgently needed 
improvements to the highways, which are of the greatest importance 
to national defense. 

The committee is of the view that the 2-year annual Federal-aid 
authorization of $600 million proposed by the bill for the Federal-ai 
primary and secondary systems and the $200 million proposed fo! 
the interstate system are necessary and conservative minima 
relation to the existing critical backlog of improvements required t 
provide an adequate highway transportation system—vital to th 
Nation’s economy. 
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In addition to the authorizations for the regular Federal-aid pro- 
cram, the bill continues the authorizations for work in the national 
forests, the national parks and monuments, parkways, and roads on 
Indian reservations. 

The reports of the Secretary of Commerce, the Secretary of the 
Interior, the Department of State, Department of Agriculture, and 
Bureau of the Budget on H. R. 7818, which as amended is H. R. 8127, 
are as follows: 


Tue SECRETARY OF COMMERCE, 
Washington 25, February 24, 1954. 
Hon. Grorce A. DoNnpeEro, 
Chairman, Committee on Public Works, 
House of Representatives, Washington 25, D. C. 


Dear Mr. CuarrMan: This is in reply to your request of February 10 for the 
views of the Department on H. R. 7818, a bill to amend and supplement the 
Federal-Aid Road Act approved July 11, 1916 (39 Stat. 355), as amended and 
supplemented, to authorize appropriations for continuing the construction of 
highways, and for other purposes. 

Attached is a statement prepared by the Bureau of Public Roads favoring 
enactment of the bill subject to certain amendments. The Department concurs 
in this statement with the addition of a further amendment providing that the 
first proviso appearing on page 3 of the bill be amended to read as follows: 

“Provided further, That in the case of those sums apportioned to any State for 
projects on the Federal-aid secondary highway system, the Secretary of Com- 
merce may discharge his responsibility relative to the plans, design, inspection, 
and construction of such secondary road projects upon his receipt and approval 
of a certified statement by the State highway department setting forth that the 
plans, design, and construction for such projects are in accord with the standards 
and procedures of the respective States applicable to projects in this category 
approved by him.” 

This amendment is in accord with one contained in a letter dated February 14, 
1954, from the Bureau of the Budget to your committee. 

If we can be of further assistance to you in this matter, please call upon us. 

Sincerely yours, 
Sinciarrk WEEKs, 
Secretary of Commerce. 


(Original delivered to room 1414, New House Office Building, 11:25 a. m. 
February 24, 1954.) 


STATEMENT OF THE BureAv or Pusiic Roaps Witn Respect To CERTAIN 
PENDING Roap Binus AND Particunar.ty H. R. 7818, 4 Brrw To AMEND AND 
SUPPLEMENT THE FEDERAL-AIp Roap Act Approved JuLY 11, 1916 (39 Strat. 
255), AS AMENDED AND SUPPLEMENTED, TO AUTHORIZE APPROPRIATIONS FOR 
CONTINUING THE CONSTRUCTION OF HIGHWAYS, AND FOR OTHER PURPOSES 


In view of the length of the bill and in order that this statement may not be 
unduly long, no general analysis of its provisions will be attempted. There is, 
however, attached a summary of the provisions of the bill as compared to the 
provisions of the Federal-Aid Highway Aet of 1952. 

Section 1 of the bill would authorize $600 million for each of the fiscal years 
1956 and 1957 for Federal-aid primary, secondary, and urban projects. Section 
2 of the bill would authorize an additional amount of $200 million for each of the 
fiseal years 1956 and 1957 for projects on the national system of interstate high- 
ways. The level of authorizations as proposed in the bill will make possible 
orderly continuation of needed improvements on the systems of Federal-aid 
highways, including the national system of interstate highways. The substan- 
tially increased authorizations proposed for the national system of interstate 
highways are considered essential in order to overcome the steadily growing 
deficiencies and to accelerate the urgently needed improvements on that system 
which consists of a limited mileage of highways of greatest importance to the 
national defense. 

Based on eareful consideration of the bill, certain amendments thereto are 
mee desirable. These amendments and the reasons therefor are given 
elow: 








ee 
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The second proviso on page 3, would authorize up to 25 percent of a Stat 
apportionment of primary, secondary, or urban funds to be transferred from on 
apportionment to another, if certified by the State and approved by the Secreta; 
of Commerce as being in the public interest. This is a new provision design: 
provide increased flexibility, within reasonable limitations, in the use of thes 
three categories of apportioned funds. The adoption of this new language w 
seem desirable. It is recommended, however, that such transfers also be per- 
mitted with respect to funds heretofore or hereafter authorized. This can be 
accomplished by adding after “25 per centum:” in line 22, page 3, a new proviso 
as follows: 

‘Provided further, That the transfers hereinabove permitted for funds authorized 
to be appropriated for the fiscal years ending June 30, 1956, and June 30, 1957 
shall likewise be permitted on the same basis for funds heretofore or hereafter 
authorized to be appropriated for any prior or subsequent fiscal vear:” 

Section 2 (a), page 4, provides that funds authorized for the national system of 
interstate highways may be used for the construction, reconstruction, and 
provement of such system, inclusive of necessary bridges and tunnels. The ter: 
“highway”’ as presently defined in the law includes bridges but no reference 
made therein to tunnels and it would seem advisable to have the definition of the 
the term “highway”? amended to include tunnels. In such event reference to 
bridges and tunnels in section 2 (a) would be unnecessary. It is recommended 
therefore, that the words “inclusive of necessary bridges and tunnels’’ in lines 2 
and 3, on page 4, be stricken from the bill, and that a sentence be added to sectior 
11 of the bill, as follows: 

“The term ‘highway,’ as defined in section 2 of the Federal Highway Act of 
November 9, 1921 (42 Stat. 212), as amended and supplemented, shall be deemed 
to include tunnels.” 

The proviso in section 2 (b), on page 5, provides that the interstate funds shall 
be deemed to be expended “‘in such amounts, and at such times as the Secretar 
of Commerce shall determine that the recipient State has actually incurr 
contractual obligations thereunder for the performance of specific projects.”’ Su 
language is somewhat at variance with provisions of existing law relating to th 
expenditure of Federal-aid funds and may be difficult to administer. It is reco 
mended, therefore, that said proviso be stricken from the bill and new languag 
inserted in lieu thereof, as follows: 

‘Provided, That such funds shall be deemed to be expended upon execution of 
formal agreements with the Secretary of Commerce for the improvement 
specific projects under this section,”’ 

Under section 2 (ce), apportioned interstate funds unexpended at the end of 
the period during which they would be available would be reapportioned to a 
the States. This provision would be at variance with the existing provisions of 
Federal-aid law relating to other apportioned funds which lapse if not expend 
during the period for which they are available. Accordingly, it is reeomme 
that section 2 be amended by striking therefrom in lines 19 to 22, page 
the words ‘‘be reapportioned within sixty days thereafter to all the States o1 
same basis as if it were being apportioned under this section for the first tin 
and inserting in lieu thereof the word ‘“‘lapse.”’ 

Under the first proviso in section 3, forest highway funds authorized 
unobligated on June 30, 1955, would be canceled as of that date As a provis 
with such date of cancellation would be difficult to administer and would 
an inequitable effect upon the various States, it is reeommended that the pro 
be amended by striking from lines 4 through 6, page 6, the words ‘Pro: 
That any sums beretofore authorized unobligated on June 30, 1955, shall 
canceled as of June 30, 1955’’, and inserting in lieu thereof ‘Provided, That 
authorization in section 3 of the Federal-Aid Highway Act of 1952 for { 
highways for the fiscal vear ending June 30, 1955, is hereby canceled;” 

Section 6 of the bill would provide additional authorizations for the purpos 
carrying out section 1 of the act approved December 26, 1941, relating to 
Inter-American Highway. To make it clear that section 2 of that act, w 
section provides that the survey and construction work shall be administere 
the Bureau of Public Roads, remains in effect, it is recommended that the w 
“of section 1’’, lines 13 and 14, page 8, be stricken from the bill. 

Section 1 would authorize the use of urban funds for projects on approve 
tensions of the Federal-aid secondary system within urban areas. In order tha 
it will be made clear that the Secretary of Commerce may approve as part of 
Federal-aid secondary system, extensions of such system through urban area 
is recommended that the new language be inserted after section 11 of the b 
follows 
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“The Secretary of Commerce may approve as a part of the Federal-aid sec- 
) ondary system, extensions through urban areas, connecting points on that system, 
prov ided that Federal participation in projects on such extensions shall be limited 
© to urban funds.” 

Since its original enactment in 1916, the Federal-aid highway legislation has 
been frequently amended and supplemented throughout the years, and it is be- 
lieved advisable that the whole body of Federal-aid highway legislation be re- 
drafted into a one-package law, to include such changes or new provisions as would 
provide a modernized Federal highway law. As a step toward such objective it 
is recommended that section 12 of the bill be renumbered as section 13, and that 
a new section 12 be added to the bill, to read as follows: 

“Sec, 12. The Secretary of Commerce is authorized and directed to transmit 
to the Congress not later than December 31, 1954, a suggested bill or bills for a 
Federal Highway Act, which will inelude such provisions of existing law, and 
such changed or new provisions as the Secretary deems advisable. The Secretary 
© shall also submit a report commenting on the bill or bills, which shall include 
) specific reference to each change in, or omission of, any provision of existing law.”’ 
' The Bureau of Publie Roads favors the enactment of H. R. 7818 subject to 

the amendments recommended above. 

There are now pending before the committee several bills to provide additional 

Federal-aid authorizations in varying amounts for different fiscal years. These 
© pills are as follows: H. R. 14, H. R. 1407, H. R. 3528, H. R. 3529, H. R. 7207, 
» H.R. 7124, and H. R. 7678. Analyses of these bills showing a comparison with 
the provisions of the Federal Aid Highway Act of 1952 are also attached. It is 
considered unnecessary to comment further with respect to these pending bills. 

F. V. pu Pont, 
Commissioner of Public Roads. 





Fesruary 12, 1954. 


COMPARISON OF 1952 FEDERAL-AID HIGHWAY ACT WITH H. R. 7818 


(M’GREGOR) 
1952 HIGHWAY ACT H. R. 7818 
7 Section 1. Federal-aid system Section 1. Federal-aid system 
Provides total of $550 million of Provides total of $600 million an- 
— contract authorization annually for nually for fiscal 1956 and 1957, divided 
fiscal 1954 and 1955, divided as follows: as follows: 
$247.5 million for the primary $270 million for the primary 
F system; system; 
h $165 million for the secondary $180 million for the secondary 
system; and system; and 
$137.5 million for the primary $150 million for the primary 
j system in urban areas. system in urban areas, and for 
projects on approved extensions of 
B the Federal-aid secondary system 
within urban areas. (Italicized 


language is new.) 
(Percentage distribution between sys- 
tems is same as in 1952 act.) 


Apportionment formula Apportionment formula 
Primary system: One-third area: one- No change. 

third population; one-third rural road 

mileage. 


Secondary system: Same as primary 
_ except that rural population figures 
' used. 
Primary system in urban areas: Based 
solely on population of urban areas. 


ere ore 





6 AMEND AND SUPPLEMENT 


1952 HIGHWAY ACT 


Availab lity of funds 
‘ars beyond 


authorized. 


Two ve 
which 


fiscal year for 


No provision in existing law for out- 
right transfer of funds between systems. 
But if all roads under control of State, 
secondary funds may be used on pri- 
mary system if State and Commissioner 
jointly agree i944 act 


2 > 
(sec. 3 Ol 


Sectton 2. Interstate system 


Provides $25 million of contract au- 
thorization annually for fiscal 1954 and 
1955. 


funds 
manner as 


Interstat 


same 


now apportioned in 


primary funds. 


for 2 
which 


available 
year for 


Interstate funds now 
vears beyond fiscal 
authorized. 


Section 3. Forest highways and forest de- 
velopment roads and trails 


Provides $22.5 million of contract au- 
thorization annually for 1954 and 1955 
for forest highways. Authorizes appro- 
priations of $22.5 million annually for 
1954 and 1955 for forest development 
roads and trails 


THE 





FEDERAL-AID ROAD ACT 
H. R. 7818 
Availability of funds 
$ 
k 
NEW PROVISIONS x 
a 
l. Secretary of Commerce sha : 
deemed to have discharged his re p 
bility relative to plans, design, 
tion, and construction of seco 


projects upon receipt and approvy 
certified statement by State that p 
forms with ; 
ards and procedures 
2, | p to 25 percent of a Stat 
portionment for any of 
may be transferred to another, 
net effect of transfers 
increase any system’s apportionny 
more than 2 percent. 
be requested by State and approved | 
Secretary of Commerce as being i 
lic interest. ‘This would not impair 
viso in 1944 eet regard 
use of secondary funds on primary 
tem where all highways are under « 
of State. 


con state 


approve 1 


o SVS 


above 


such Sha 


lransfers 
D 


section 3 of 


Section 2. Interstate stem 

Provides $200 million 
fiscal 1956 and 1957. 

Federal share payable on accou 
any project to be 
manner as now provided 
projects on primary system 
in existing law 


annually 


determined in 
by la f 
no cl 


NEW PROVISIONS 


funds would be ap 


1. Interstate 
tioned: One-half on basis of populat 
and one-half as now provided by la 
primary funds 

2. Apportionment of interstate f 
shall not be made unless a Federal gas 
line tax of at least 2 cents is in effect a 
time of apportionment. 

3. Interstate funds shall be availal 
only for 6 months beyond fiscal year 
which authorized. Funds shall 
deemed to be expe ded at such times as 
the Secretary of Commerce determines 
that the State has actually incurred 
tractual obligations for performance 
specific projects 

4. Balances remaining unobligated at 
the end of the 6 months’ period to 
reapportioned to all the States. 


Section 3. Forest highways and forest 
velopment roads and trails 
Continues for 1956 and 1957 the lev’ 
authorized in 1952 act for both pro- 
grams. 


NEW PROVISION 


Any unobligated 
year forest highway 


balances of pr 
authorizations 


hall be 
Sponsi- 
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ondary 
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1952 HIGHWAY ACT 


Section 4. Park roads and trails; park- 
ways; and Indian roads 
Authorizes appropriations of $10 mil- 
lion annually for 1954 and 1955 for each 
of these 3 programs. 


Section 5. Rama Road, Nicaragua 
P Authorizes appropriations of $2 mil- 
> lion annualiy for 1953 and 1954 (appro- 
priations under this authorization to be 
made to the Department of Commerce). 





; 
> Section 6. Inter-American Highway 
2 


Authorizes appropriations of $8 mil- 
> lion annually for 1953 and 1954 (appro- 
') priations under this authorization to be 
> made to the Department of Commerce). 
Ps 


Section 7. 


Emergency fund 

Authorizes $10 million annually for re- 
pair of Federal-aid highways or bridges 
damaged by floods or other catastrophes. 
_ This authorization is permanent. 


Section 8. Public lands highways 


Authorizes appropriations of $2.5 
million annually for 1954 and 1955 for 


_ roads through certain federally owned 
lands. 

» Section 9. President’s Highway Safety 
P Conference 

5 


Authorizes Commissioner of Public 
Roads, in cooperation with State high- 
way departments, to assist in carrying 
out the program of the President’s High- 

_ way Safety Conference. Provides not 
to exceed $150,000 annually for this 
purpose. 


a! 


Section 10. Defense access roads 


_Authorizes an additional appropria- 
tion of $50 million, to remain available 
" until expended, for construction of ac- 
_ cess roads to defense plants and military 
_ installations and construction of cireum- 
” ferential highways (a total of $95 million 
has been authorized to date). 





7 


H, R. 7818 


maining on June 30, 1955, are to be 
canceled. 


Section 4. Park roads and trails; park- 


ways; and Indian roads 
Continues for 1956 and 1957 the levels 
authorized in the 1952 act for each 

program. 

NEW PROVISION 
The Secretary of Commerce is desig- 
nated, instead of the Commissioner of 
Public Roads as heretofore, with respect 
to the approval of the location, type, and 
design of Indian roads and with respect 


to supervision of construction. 
Section 5. Rama Road, Nicaragua 


Authorizes to be appropriated not to 
exceed $4 million to complete the road. 
Survey and construction work to be 
under general supervision of the Secre- 
tary of Commerce. 


NEW PROVISION 


Appropriations to be made directly to 
Secretary of State. 


Section 6. Inter-American Highway 


Authorizes appropriations of $8 mil- 
lion annually for fiscal 1955 and 1956. 
NEW PROVISION 


Appropriations to be made directly to 
Secretary of State. 


Emergency fund 
New authorization unnecessary. 


Public lands highways 
No new authorization. 


President’s Highway Safety Conference 


No new authorization. 


Defense access roads 
No new authorization. 
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1952 HIGHWAY AC 
Sections 11, 12, 13, and 14.—Miscel- 
laneous provisions, including saving 
clause 


Section 8 of the Federal-Aid Highway 


of 1944 reads as follows 

“With the approval of the Federal 
Works Administrator (now Secretary 
of , not to exceed 1% per 
centum of the amount apportioned for 
any year to any State under the Federal 
Highway Act, as amended and supple- 
mented, except sections 3 and 23 thereof, 
shall hereafter be used with or without 
State funds for surveys, plans, engineer- 
ing, and economic investigations of proj- 
for future construction in such 
State, on the Federal-aid highway sys- 
tem and extensions thereof within 
municipalities, on secondary or feeder 
roads, urban highways or grade-crossing 
eliminations, and for highway research 
necessary in connection therewith.” 


Act 


Commerce 


ects 


COMPARISON OF 1952 FEDERAL-AII 


(DEMI 


1952 HIGHWAY ACT 


Section Interstate system 


Provides $25 million of contract au- 
thorization annually for fiscal 1954 and 
1955 


COMPARISON OF 1952 FEDERAL-AID 





HE FEDERAL-AID ROAD ACT 
H. R. 7818 
Sections 7, 8, G, and 12. Misce 


provisions, including saving cla 


date changes 
citations inserted. 


YY 
It 


Necessary ade 


new 


Section 10. Study and report on p 
of public utilities relocation 
The Secretary of Commerce, 
operation with State highway 
ments, is directed to study 
of public utilities relocation 
from Federal-aid highway impr 
ments, and to prepare a report to Pr 
dent for transmittal to Congr 
April 1,1955. (New provision. 


pr 


res 


l 


arc 


ra. Toll-road re 
Would amend section 8 of the 1 

to permit States to withit 

1}4-percent limitation, Federal-aid fur 

for surveys, plans, engineerin 

ic investigations pertainir 


Sectior 


Se 
44 act 
use, 
and 
economic 
toll roads and for research in conne 
therewith. (New provisioi ° 


») HIGHWAY 
»SEY) 


ACT WITH H. 


Interstate system 
Would increase from $25 millior 
$225 million the contract authorizatio 


(PATTEN) 


1952 HIGHWAY ACT 


Section Interstate system 


Provides $25 million of contract au- 
thorization annually for fiscal 1954 and 
1955. 


annually for fiseal 1954 and 1955. \ 
other new provisions. 

H. R. 14 identical to H. R. 1407 
HIGHWAY ACT WITH H. R. 1407 
H. R. 1407 

Interstate system 

Would increase from $25 million to 
$225 million the contract authorizati 
annually for fiscal 1954 and 1955. No 


other new provisions. 
H. R. 1407 identical to H. R. 14 
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| COMPARISON OF 1952 FEDERAL-AID HIGHWAY ACT WITH H. R. 3528 


(DONDERO) 


1952 HIGHWAY ACT 


P Section 2. Interstate system 


Provides $25 million of contract au- 


E thorization-annually for fiscal 1954 and 


1955. 


COMPARISON 


H. R. 3528 


Interstate system 

Would increase from $25 million to 
$275 million the contract authorization 
annually for fiscal 1954 and 1955. No 
other new provisions. 

H. R. 3528 identical to H. R. 3529. 

Commerce report on H. R. 3528 sub- 
mitted to committee October 23, 1953. 
Report recommended that action on bill 
be deferred. 


OF 1952 FEDERAL-AID HIGHWAY ACT WITH H. R. 3529 


(OAKMAN) 


1952 HIGHWAY ACT 


Section 2. Interstate system 

Provides $25 million of contract au- 
thorization annually for fiscal 1954 and 
1955. 


H. R. 3529 


Interstate system 


Would increase from $25 million to 
$275 million the contract authorization 
annually for fiscal 1954 and 1955. No 
other new provisions. 

H. R. 3529 identical to H. R. 3528. 

Commerce report on H. R. 3528 sub- 
mitted to committee on October 23, 
1953. Report recommended that, ac- 
tion on bill be deferred. 


COMPARISON OF 1952 FEDERAL-AID HIGHWAY ACT WITH H. R. 7124 (MACK) 


1952 HIGHWAY ACT 


Section 1. Federal-aid system 


Provides total of $550 million of con- 
tract authorization annually for fiscal 
1954 and 1955, divided as follows: 

$247.5 million for the primary 
system: 

$165 million for the secondary 
system; and 

$137.5 million for the primary 
system in urban areas. 


Section 2, Interstate system 

Provides $25 million of contract 
authorization annually for fiscal 1954 
and 1955. 


H. Rept. 1808, 83-2——-2 


H, R. 7124 


Section 1. Federal-aid system 


Would increase the total contract 
authorization for fiscal 1955 only, to 
$825 million, divided as follows: 

$37144 million for the primary 
system; 

$247.5 million for the secondary 
system; 

$2064 million for the primary 
system in urban areas. 

No other new provisions. Percentage 
distribution between systems same as in 
1952 act. 


Section 2. Interstate system 


Would increase the contract author- 
ization for fiscal 1955 only, to $37.5 
million. 

No other new provisions. 

H. R. 7124 (Mack) identical to H. R. 
7207 (Scudder). 
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1952 FEDERAL-AID 
(SCUD 


COMPARISON OF 


1952 HIGHWAY ACT 


Section 1. Federal-aid system 
Provides total of $550 million of con- 
tract authorization annually for fiscal 
1954 and 1955, divided as follows: 
$247.5 million for the primary 
system; 
$165 million for the secondary 
system; and 
$137.5 million for the primary 
system in urban areas. 


2 


Section 2. Interstate system 
Provides $25 million of contract auth- 
orization annually for fiscal 1954 and 


1955. 


COMPARISON OF 1952 FEDERAL-AID HI 


1952 HIGHWAY ACT 


Section 1. Federal-aid system 
Provides total of $550 million of con- 
tract authorization annually for fiscal 
1954 and 1955, divided as follows: 
$247.5 million for the primary 


System; 
$165 million for the secondary 
system; and 


$137.5 million for the primary 
system in urban areas. 


Section 2. Interstate system 


Provides $25 million of 
authorization annually for fiscal 
and 1955. 


contract 
1954 


Federal share from interstate funds is 
same as for projects on primary system 
(not to exceed 50 percent plus sliding 
scale in public lands States). 


Apportionment formula: (Sec. 4, 1944 
act) 

Primary system: One-third area; one- 
third population; one-third rural road 
mileage. 

Secondary system: Same as primary 


except that rural population figures 
used. 

Primary system in urban areas: 
Based solely on population of urban 


areas. 
Interstate system: Same as primary. 





THE FEDERAL-AID ROAD ACT 
HIGHWAY ACT WITH H. R. 727 
DER) 
H. R. 7207 
Section 1. Federal-aid system 
Would increase the total contrac 
authorization for fiscal 1955 only, 
$825 million, divided as follows: 
$371% million for the primar 


system; 
$247.5 million for the secondar 
system; and 
$2064, million for 
system in urban areas. 
No other new provisions. Percentag 
distribution between systems same as 
in 1952 act. 


the primar 


Section 2. Interstate system 

Would increase the contract autho 
zation for fiscal 1955 only, to $37.5 
million. 

No other new provisions. 

H. R. 7207 (Scudder) 
H. R. 7124 (Mack). 


Ss 


identical 


GHWAY ACT WITH H. R. 7678 (WATTS 


H. R. 7678 
Section 1 (a). Federal-aid system 
Provides total of $650 million annual! 


for fiscal 1956 and 1957, divided as 
follows: 
$292.5 million for the primar 
system; 
$195 million for the secondary 


system; and 
$162.5 million for the 
system in urban areas. 
(Percentage distribution between sys- 
tems is same as in 1952 act.) 


primary 


Section 1 (b). Interstate system 
Provides $150 million annually for 
fiscal 1956 and 1957. 


NEW PROVISION 


Federal share from interstate fund 
not to exceed 75 percent of cost of con- 
struction and right-of-way. 


Section 1 (c). Apportionment formula 


Apportionment formula for all Fed- 
eral-aid funds same as now provided bj 
law. 


| R. 72H 


contract 
only, to 
St 
» primary 
secondary 
} primary 


ercentage 
same as 


t authori- 
to $37.5 


ntical to 


(WATTS) 


m 


annually 
ivided as 


primary 
secondary 
primary 


ween sys- 


ually for 


ite funds 
3t of con- 


rmula 


all Fed- 
vided by 


AMEND AND SUPPLEMENT THE FEDERAL-AID ROAD ACT 1] 


1952 HIGHWAY ACT 


No provision in existing law for out- 
right transfer of funds between systems. 
But if all roads under control of State, 
-econdary funds may be used on primary 
eystem if State and Commissioner 
jointly agree (sec. 3 of 1944 act). 


Funds available for 2 years beyond 
fiscal year for which authorized (sec. 1 
of 1952 act). 


Section 8. Forest highways and forest 
development roads and trails 

Provides $22.5 million of contract 
authorization annually for 1954 and 
1955 for forest highways. Authorizes 
appropriations of $22.5 million annually 
for 1954 and 1955 for forest development 
roads and trails. 


Apportionment of Forest Highway Funds 


Apportionment of such funds is to be 
made by Secretary of Commerce. 


Section 4. Park roads and trails; park- 
ways; and Indian roads 
Authorizes appropriations of $10 
million annually for 1954 and 1955 for 
each of these programs. 
Section 5. Rama Road, Nicaragua 


Authorizes appropriations of $2 mil- 
lion annually for 1953 and 1954. 


Section 6. Inter-American Highway 


_ Authorizes appropriations of $8 mil- 
lion annually for 1953 and 1954. 


Section 7, Emergency fund 

Authorizes $10 million annually for 
repair of Federal-aid highways or 
bridges damaged by floods or other 
catastrophes. This authorization is 
permanent, 


Section 8. Public lands highways 
Authorizes appropriations of $2.5 
million annually for 1954 and 1955 for 


roads through certain federally owned 
lands. 


Section 9. President’s Highway Safety 
Conference 

Authorizes Commissioner of Public 
Roads, in cooperation with State high- 
way departments, to assist in carrying 
out the program of the President’s 
Highway Safety Conference. Provides 
not to exceed $150,000 annually for 
this purpose. 





H. R. 7678 
Section 1 (d). Transfer of funds 


NEW PROVISION 


Up to 20 percent of amounts author- 
ized under subsections (a) and (b) may 
be transferred to another system. 
Transfers must be requested by State 
highway department, certified as being 
in the publie interests, and approved 
by the Secretary of Commerce. 


Section 1 (e). Availability of funds 
Same as in section 1 of the 1952 Act. 


Section 2. Forest highways and forest 
development roads and trails 

Provides $24 million of contract 
authorization annually for 1956 and 
1957 for forest highways. Authorizes 
appropriations of $24 million annually 
for 1956 and 1957 for forest development 
roads and trails. 


Apportionment of Forest Highway Funds 

Would change existing law by having 
such apportionment made by Commis- 
sioner of Public Roads. 


Section 3. Park roads and trails; park- 
ways; and Indian roads 
Authorizes appropriations of $11 mil- 
lion annually for 1956 and 1957 for each 
of these programs. 


Rama Road, Nicaragua 
No new authorization. 


Inter-American Highway 
No new authorization. 


Section 4. Emergency fund 

Authorizes $11 million annually for 
repair of Federal-aid highways or 
bridges damaged by floods or other 
catastrophes. Federal share payable 
on interstate system not to exceed 75 
percent. 


Section 5. Public lands highways 
Authorizes appropriations of $2% 
million annually for 1956 and 1957 for 
roads through certain federally owned 
ands. 
Section 6. President’s Highway Safety 
Conference 
Same provision as in 1952 act but 
would increase annual amount available 
for such purpose to $200,000. 
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1952 HIGHWAY ACT H. R. 7678 
Section 10. Defense access roads Section 7. Defense access roads 
Authorizes an additional appropria- Would authorize a further appropria- 


tion of $50 million, to remain available tion of $50 million for such purposes 
until expended, for construction of 

access roads to defense plants and mili- 

tary installations and construction of 

circumferential highways (a total of $95 

million has been authorized to date). 


Sections 11, 12, 18, and 14. Miscellane- Sections 8, 9, 10, and 11. Miscellaneo 
ous provisions, including saving provisions, including saving 
clause 

Necessary date changes made, 
new citations inserted. 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington 25, D. C., February 12, 1954 
Hon. GrorGce A. DonpERO, 
Chairman, Committee on Public Works, 
House of Representatives, Washington 25, D. C. 

My Dear Mr. DonpeEro: This responds to your request of February 10, f 
our comments on H. R. 7818, a bill to amend and supplement the Federal-Aid 
Road Act approved July 11, 1916 (39 Stat. 355), as amended and supplemented 
to authorize appropriations for continuing the construction of highways, and for 
other purposes. 

We favor the enactment of this bill so far as it affects the Department of t! 
Interior. 

This Department is primarily interested in section 4 of the bill which, if enacted 
would authorize the appropriation of $10 million annually for fiscal years 1956 
and 1957 for each of the following three purposes: (a) the construction, recon- 
struction, and improvement of roads and trails in areas administered by th 
National Park Service; (6) the construction, reconstruction, improvement and 
maintenance of parkways, authorized by acts of Congress, on lands owned by 
the United States; and (c) the construction, improvement, and maintenance of 
Indian reservation roads and bridges and roads and bridges to provide access t 
Indian reservations and Indian lands under the provisions of the act of May 26, 
1928 (45 Stat. 750). 

The proposed authorizations in section 4 are satisfactory to this Department 
Representatives of the Department will be prepared to testify at the hearing o1 
H. R. 7818 in support of section 4 of the bill. 

Since I am informed that there is a particular urgency for the submission of 
the views of the Department, this report has not been cleared through the Bureau 
of the Budget and, therefore, no commitment can be made concerning the relation- 
ship of the views expressed herein to the program of the President. 

Sincerely yours, 


or 


Raupu A. Tupor, 
Under Secretary of the Interior 





DEPARTMENT OF THE INTERIOR 
OFFICE OF THE SECRETARY, 
Washington 25, D. C., February 26, 1954 
Hon. Georce A. DonpDERO, 
Chairman, Committee on Public Works, 
House of Representatives. 

My Dear Mr. Donpero: The report of this Department on H. R. 7818, a bill 
to amend and supplement the Federal-Aid Road Act approved July 11, 1916 
(39 Stat. 355), as amended and supplemented, to authorize appropriations for 
continuing the construction of highways, and for other purposes,’”’ was trans- 
mitted to your committee on February 12. In view of information that your 
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CT 
committee desired an immediate statement of the views of this Department, 
the report was submitted without clearance through the Bureau of the Budget. 
, Subsequent to the transmission of the report on H. R. 7818, we have been 
5 advised by the Bureau of the Budget that the views expressed in that report, as 
appropria- submitted to your committee on February 12, are without objection insofar as 
ree, the Bureau of the Budget is concerned. 
Sincerely yours, 
Dovetas McKay, 
Secretary of the Interior. 
DEPARTMENT OF STATE, 
scellaneous Washington, February 16, 1954. 
ing clause The Honorable Gzorae A. DonprRo, 
Chairman, Committee on Public Works, 
1ade, and House of Representatives. 
My Dear Mr. Donpvero: In your letter of February 10, 1954, which trans- 
mitted a copy of H. R. 7818—a bill to amend and supplement the Federal-Aid 
Road Act—the comments of the Department of State were requested on the 
merits of the sections in it relating to the authorizations of funds for the Inter- 
RY American Highway, and the Rama Road in Nicaragua. 
2 195) At the outset, this Department wishes to state its firm, unequivocal support of 
ners congressional action which will provide funds for the eventual completion of the 
Inter-American Highway and the Rama Road. 
The question has arisen whether further authorizations of funds for the Inter- 
American Highway and the Rama Road as proposed in H. R. 7818 are necessary 
ry 10, for at this time. While additional authorizations are desirable in order to show the 
deral-Aid intent of the Congress to complete these roads, they are not requested provided 
lemented, the previous authorizations set forth in the Federal-Aid Highway Act of 1952 
Ss, and for remain valid or are extended so that the funds may properly be appropriated in 
fiscal years 1955 and 1956. 
ent of the It should be recalled that the Federal-Aid Highway Act of 1952 (Public Law 
413, 82d Cong.) provided for continuing the work on the Inter-American Highway 
f enacted, with authorizations of $8 million for each of the fiscal years 1953 and 1954. Like- 
ears 1956 wise, $2 million for each of the same fiscal years were authorized for the continued 
mm, recon- construction of the Rama Road. However, of the total funds authorized to be 
d by the appropriated by the Congress only $1 million has thus far been appropriated for 
ment and the Inter-American Highway, and a similar amount for the Rama Road. There 
owned by remain available for appropriation $15 million for the Inter-American Highway, 
enance of and $3 million for the Sante Road. On January 14, before a subcommittee of 
access to the House Appropriations Committee, this Department vigorously supported the 
May 26, appropriation of $1 million for the Inter-American Highway, and $1 million for 
the Rama Road to the Department of Commerce in its regular budget for the 
partment, fiscal year 1955 so that additional work toward completing the roads could be 
earing on carried on. 
se" The appropriation of funds for the highway construction on the basis of the 
nission of funds authorized and extended, rather than additional authorizations, is needed 
1e Bureau now. The Department of State trusts that the Congress will consider seriously 


» relation- future action in that regard. 


With respect to the change in the language of sections 5 and 6 of H. R. 7818 
authorizing the money to be appropriated to the Department of State instead of 
to the Department of Commerce, the Department of State considers that it is the 
proper agency to provide the necessary political guidance with the nations of 
Central America concerned in the construction work. It will, as it has in the 
past, support the programs before the appropriate committees of Congress, and 
it will negotiate the necessary overall agreements with the foreign governments 
in accordance with the regulations prescribed by the Congress for the use of the 
funds. It agrees that the Bureau of Public Roads of the Department of Commerce 
is the proper agency to supervise the technical details of the cooperative construc- 
tions. It does not, however, consider that it is within its competence to deter- 
mine which is the proper agency of the Government to receive the authorizations 
and seek the appropriation of the necessary funds to complete the construction 


RK, 
nterior. 


RY, 
26, 1954. 


18, a bill work, 

11, 1916, In order that the views of the Department of State may reach the committee 
‘tions for promptly as requested, this report has not been cleared with the Bureau of the 
as trans- Budget, to which copies are being sent. 


hat your incerely yours, 
Turuston B. Morton, 
Assistant Secretary 


(For the Acting Secretary of State). 
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DEPARTMENT OF AGRICULTURE, 
Washington, D. C., February 12, 19 
Hon. Georage A. DoNnpERO, 
Chairman, Committee on Public Works, 
House of Representatives. 


Dear Mr. Donpero: This in reply to your request of February 10, 1954, fo; 
a report on H. R. 7818, a bill to amend and supplement the Federal-Aid Road A 
approved July 11, 1916 (39 Stat. 355), as amended and supplemented, to authori 
appropriations for continuing the construction of highways, and for other purposes 
This Department, which administers the national forests, is directly concert 
with section 3. 

This section would authorize appropriations of $22.5 million for each of fiscal 
years 1956 and 1957 for forest highways with the proviso that sums heretofore 
authorized unobligated at the close of fiscal year 1955 be canceled. Sectior 
would also authorize like amounts for forest-development roads and trails wit! 
proviso that advisory public hearings be held prior to construction or reconstru 
tion of a timber-access road. 

Forest highways are sections of Federal, State, and other important pub 
highways which cross the national forests. Nearly all of these roads are on tl 
State and county systems. The forest-highway funds are administered by t 
Bureau of Public Roads, Department of Commerce, which is assisted by t! 
Department and the respective States in formulating the forest-highway program 

Forest highways furnish the means of access to and outlet from the forest- 
development road system. They are used to haul many of the products of th 
forests to mills and markets as well as for general public travel and by persons 
visiting the national forests for recreation and other purposes. The need for 
improvement of the forest-highway system is urgent, and this Department en- 
dorses the authorizations proposed in H. R. 7818. 

Forest-development roads and trails are of primary importance for the protec- 
tion, administration, and utilization of the national forests. They are a responsi- 
bility of this Department. 

The existing forest-development system consists of about 117,000 miles of road 
and 121,000 miles of trails. The principal operations connected with the systen 
are: 


(1) maintenance of existing roads and trails: 

(2) bridge construction and replacement; 

(3) advance surveys; and the design and engineering supervision for 
roads to be built by timber purchasers; 

(4) construction and reconstruction of general purpose and fire roads 

(5) timber access roads. 

The Department maintains about 80,000 miles of the roads on the system and 
119,500 miles of the trails at a cost of about $8.6 million annually. The balance 
of the roads and trails on the system are maintained by counties, timber purchasers 
and others at their own expense. 

There are 7,500 road and trail bridges on the forest-development system whic! 
were constructed of inferior materials in the 1930’s and under emergency programs 
during the 1930’s and World War II. These bridges are rapidly approaching th 
end of their useful life, and about $3,200,000 is required each year for replacement 
of those which have become unsafe for further use. 

About $1,200,000 is required each year for advance surveys, and the desigt 
and engineering supervision on roads which are built by purchasers of national- 
forest timber under the terms of sales contracts. 

The construction and reconstruction of critically needed roads and trails for 
fire protection, general administration, and the utilization of national-forest 
resources other than timber requires expenditures of about $1,700,000 annually 

A major need is the construction and reconstruction of timber-access roads 
To increase timber cutting on the national forests to sustained-yield capacity 
would require a Federal expenditure of $94.3 million for main-line roads over 8 
period of years. An approximately equal amount should be expended on access 
roads by purchasers of national-forest timber. 

In fiscal year 1953 the national-forest timber cut was about 1.5 billion feet below 
the allowable cutting capacity. In that year the loss to the Federal Government 
through inability to market mature timber was about $20 million in potential 
gross revenue. Losses of this character will continue from year to year until the 
major part of the access-road system has been installed. These losses cannot be 
recovered after the roads are built because they occur primarily in stands of 
old-growth timber. Because of the age and condition of this timber, losses from 
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disease, insects, windfall and fire each year just about balance the relatively small 
amount of growth which occurs on these old trees. This valuable timber should 
be harvested in an orderly way, and the land on which it is standing should be 
conditioned to produce future growth through regeneration to young and vigorous 
timber. 

There are two sources of funds for the forest-development road and trail system: 
(1) The appropriation for forest-development roads and trails authorized for the 
purpose of carrying out the provisions of section 23 of the Federal Highway Act 
42 Stat. 218), as amended and supplemented; and (2) the appropriation for roads 
and trails for States, national forests fund (37 Stat. 843) which now amounts to 
about $7,500,000 annually. 

If the entire proposed annual authorization for forest-development roads and 
trails in H. R. 7818 is appropriated, the total funds available in each of fiscal years 
1956 and 1957 will be $30 million ($22.5 million plus $7.5 million). This would 
enable the Department to perform essential maintenance work on the forest- 
development system, make orderly progress on the bridge-replacement program, 
adequately plan and supervise the construction and reconstruction of development 
roads by timber purchasers, and build the urgently needed roads and trails 
required for fire protection and utilization of resources other than timber. After 
allowance is made for annual expenditures of approximately $14.7 million for 
these purposes, $15.3 million would be available annually for the construction of 
main-line timber-access roads. 

' Following is a summary of estimated annual expenditures for forest-develop- 
ment roads and trails if the full amount authorized in H. R. 7818 is appropriated: 




























Million 

Item dollars 
MAI ote i stance me cuba aa sabdus dee eed eal ele 8. 6 
Bridge construction and replacement_.--_-..-....--.-.--..-----.-------- 3. 2 
Advance surveys; design and engineering of operator roads__________---_- 1.2 

' Construction and reconstruction, fire and general-purpose roads-_ -- __-_-_-- aan 
SS Time ds ope omemsdmeds tuducacuabiaane ob aceite 15. 3 










The utility and safety of the forest-road system would be improved if funds 
provided for development roads and trails could be used for construction and main- 
tenance of necessary parking areas. These are needed for more efficient adminis- 
- tration of the national forests and for the safety of road users. 

_ The Department therefore recommends enactment of section 3, and its amend- 

_ ment as follows: 

- Initem (2), line 16, page 6, after the colon following the word “reconstruction” 

insert ‘‘Provided further, That hereafter funds available for forest-development 

- roads and trails shall also be available for vehicular parking areas:’’. 

_ The Bureau of the Budget advises that there is no objection to the submission 
of this report. 

Sincerely yours, 














E. T. Benson, Secretary. 













Executive OFFICE OF THE PRESIDENT, 
BuREAU OF THE BupDGET, 
Washington, D. C., February 14, 1954. 






Hon. Grorae A. DonpsRo, 
Chairman, Committee on Public Works, 
House of Representatives, Washington, D. C. 

My Dear Mr. CuHairRMAN: This will acknowledge your letter of February 10, 
1954, inviting the Bureau of the Budget to comment on H. R. 7818, a bill to 
amend and supplement the Federal-Aid Road Act approved July 11, 1916 (39 
Stat. 355), as amended, and supplemented, to authorize appropriations for con- 
tinuing the construction of highways, and for other purposes. 

The need for increasing and strengthening our highway programs in order to 
overcome existing deficiencies and to keep pace with the steadily increasing 
traffic demands is well recognized, and will be presented in other agency reports 
and in testimony before your committee. In his state of the Union message on 
January 7, the President set forth the position of the administration regarding 
immediate needs for highway legislation as follows: 

“To protect the vital interest of every citizen in a safe and adequate highway 
system, the Federal Government is continuing its central role in the Federal-aid 
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highway program. So that maximum progress can be made to overcome present 
inadequacies in the interstate highway system, we must continue the Federg| 
gasoline tax at 2 cents per gallon. This will require cancellation of the one-hajf 
cent decrease which otherwise will become effective April 1, and will maintain 
revenues so that an expanded highway program can be undertaken.”’ 

With respect to the longer range aspects of Federal-State cooperation in this 
field the President said: 

‘‘When the Commission on Intergovernmental Relations completes its study of 
the present system of financing highway construction, I shall promptly submit it 
for consideration by the Congress and the governors of the States.” 

H. R. 7818 would accomplish the highway objectives of the administration 
through the fiscal year 1957. The bill does this first by making the necessary 
2-year extension of basic authorities and, secondly, by incorporating several pro- 
visions designed to increase the flexibility of the traditional Federal-aid program 
It is our belief that the bill will also encourage a rapid acceleration in highway 
construction on the national system of interstate highways. Taken all together 
these provisions will permit highway programs to be directed toward projects of 
highest priority both to the States and to the Nation. 

In view of the critical deficiencies of the national system of interstate highways 
the amount of $200 million annually authorized under section 2 of the bill is clearly 
required. At the same time, this increase over the existing level represents a sub- 
stantial additional fiscal commitment. It is vitally important, therefore, that t! 
Federal gasoline tax be continued at its present level of 2 cents per gallon. 1 
bill recognizes this necessity by providing that the increased authorization for 
the interstate system shall not become available unless the 2-cent Federal gasoli 
tax is in effect. 

The bill continues the existing provision that the Federal and State Govern- 
ments shall, in general, share equally the cost of projects on the national system of 
interstate highways. Proposals have been made from time to time, and are re- 
flected in other bills before your committee, which would increase the Federal 
share. In our judgment, the effect of these proposals would be less highway con- 
struction than is possible under the traditional 50-50 matching ratio. In addi- 
tion, since the national system of interstate highways is wholly included withir 
the regular Federal-aid highway systems, we believe that the Federal Government 
and the States should continue as equal partners in programs for the improvement 
of our highway systems. 

In connection with the bill as printed we wish to note and confirm our under- 
standing of advice received from the chairman of the subcommittee, Mr 
McGregor, with respect to an agreed-upon change in the first proviso appearing o1 
page 3. This change involves substituting for the words ‘‘shall be deemed to 
have discharged”’ appearing in line 5, the words ‘‘may discharge’’; striking out 
the word “approved”’ in line 10; and inserting in line 12 after the word ‘‘category” 
the words “approved by him’’. The Bureau of the Budget supports this change 
The purpose of the amended proviso is twofold, specifically to permit the States 
to have greater flexibility in the design and selection of secondary road projects 
and to obtain the most expeditious approval of such projects, provided that 
Federal approval is first given to the State standards and procedures under whic! 
secondary road funds will be spent. 

We have been advised that questions have been raised as to why the authorities 
granted by the bill are vested in the Secretary of Commerce rather than in the 
Commissioner of Public Roads and whether this arrangement is appropriat 
We believe that the bill is correctly drawn and would recommend strongly that it 
not be changed in this respect. The language follows one of the most important 
findings of the first Commission on Organization of the Executive Branch of the 
Government, namely, that executive accountability is defeated when statutory 
authorities are vested in the subordinates of the heads of the executive depart- 
ments. In consonance with that finding, Reorganization Plan No. 5 of 1950 
transferred the statutory functions of the Department of Commerce to the 
Secretary. Since the effective date of the reorganization plan the Secretary of 
Commerce has provided for the carrying out of the Federal-aid highway programs 
and functions through the Bureau of Public Roads and its head, the Commissioner 
of Public Roads. We assume that these existing delegations of authority will 
be continued in their present form. 

Subject to the considerations set forth above, you are advised that the enact- 
ment of H. R. 7818 would be in accord with the program of the President. 

Sincerely yours, 
Row.LaNnp Huaues, Deputy Director 
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The committee has considered seriously the statements of the wit- 
nesses and has adopted some of the amendments suggested by them 
and took no action on others. Witnesses representing the airlines 
testified regarding the segregation of revenue derived from the Federal 
excise tax on gasoline used by them. Consideration was given this 
subject; however, the committee decided that the matter would re- 
quire special treatment; therefore, action thereon was deferred. The 
committee believes that H. R. 8127 contains the suggestions made by 
the departments and other persons, which would help in perfecting the 
Federal-aid highway program. 

A brief section-by-section analysis of the bill is set forth below: 


SECTION 1. FEDERAL-AID HIGHWAY SYSTEM 


Section 1 of the bill authorizes the appropriation of $600 million 
for each of the fiscal years 1956 and 1957. Said annual sum would be 
available for expenditure as follows: $270 million for projects on the 
Federal-aid primary highway system; $180 million for projects on the 
Federal-aid secondary highway system; and $150 million for projects 
on the Federal-aid primary highway system in urban areas, and for 
projects on approved extensions on the Federal-aid secondary system 
within urban areas. This division is on the same percentage basis as 
provided in the Federal-Aid Highway Acts of 1944, 1948, 1950, and 
1952. 

In arriving at the total authorization of $600 million for the Federal- 
aid highway program, the committee took into consideration the 
authorization of $550 million for each of the fiscal years 1954 and 1955 
by the Federal-Aid Highway Act of 1952 and increased construction 
costs experienced since passage of the 1952 act. 

The approximate amounts which each State would receive of the 
sums authorized by sections 1 and 2 of H. R. 8127 have been computed 
and are shown in the following tables: 
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For purposes of comparison, the apportionment for the 1952 


























act 
was as follows: 
TABLE B 
mn seey Secondary or _ Urban Interstate 
State or Territory system | feeder roads | highways system | Total} 
($247,500,000) | ($165,000,000 | ($137,500,000 $25,000,000) | 
, ’ | 

Alabama | $5,217,552] $4 043 gg $1, 758, 127 | $532,314] $11 5 
Arizona | 3, 653, ¢ E , 990 521, 973 | 371, 953 7, 035, 2 
Arkansas | 4, , 652 | 750, 706 | 414, 318 8 484 
California ; > 2. , 764 11, 929, 002 | 1, 154, 002 | a 1As’ > 
Colorado | 4, | , 172 | 1, 115, 307 148, 362 | 8, 905. 8 
Connecticut | 1, 50) 31, 200 | 
Delaware | l | 250) | 2 307 
Florida 3 784 ) OF 
Georgia 6, | ; 705 13. % 
Idaho < & 917 | | 733, 2 
[linois 5, 593 24, SR 
Indiana 4, 020, 406 13. 66) 
Iowa | 4, 328, 851 12 44 
Kansas | 4, 165, 742 | 11, 983 
Kentucky | 3, 736, 080 10. 08 
Louisiana 2, 759, 226 8 92 
Maine 1, 474, 586 4. 30% 
Maryland | 1, 314, 877 | 5, 964. 3 
Massachusetts | 1, 149, 426 10, 156 4 
Michigan 4, 633, 662 19 8 
Minnesota | 4, 545, 371 | 13, 832 
Mississippi 3, 632, 971 | 9, 177 
Missouri 1, 822, 989 15, OR 
Montana 3, 409, 119 9, 186, & 
Nebraska 3, 369, 779 9, 39 
Nevada | 2, 121, 392 5 Q 
New Hampshir. | 800, 250 2 519 
New Jersey__. ; 1, 071, 050 10, 447 
New Mexico | 2, 749, 711 7 ¢ 
New York | 4, 622,354 3 
North Carolina | 5, 170, 669 l @ 
North Dakota 2, 585, 761 6, 7 
Ohio 5,4 22, 497.9 
Oklahoma | ll 
Oregon | Xs 
Pennsylvania 26, 429 
Rhode Island 3. OR 
South Carolina 7, 27 
South Dakota 7 
Tennessee 11, % 
Texas 34,4 
Utah 5, 548 
Vermont 2 
Virginia 


Washington 
West Virginia 








Wisconsin 2 

W yoming 3, 02 

District of Colum 1 1, 200, 375 8 
Hawaii 1, 200, 37 2 
Puerto Rico 1, 269, 948 


The bill provides that the sums apportioned to each State under th 
Provisions of section ] shall be available for expenditure for 2 fises 
years after the close of the fiscal year for which such sums are author. 
ized and that any money so apportioned that remains unexpended at 
the end of such Period shall lapse. It further provides that such sums 
shall be deemed to have been expended if a sum equal to the total of 
the sums apportioned to the State for such fiscal year is covered by 
formal agreements with the Secretary of ( ‘ommerce for the improve- 
ment of specific projects. Jt. therefore, would follow that any mone} 
not expended within the Period provided by the law would lapse ani 
be covered into the Treasury. These provisions are identical witl 
those concerning the period of availability of funds authorized by th: 
‘ederal-Aid Highway Acts of 1948, 1950, and 1952. With respect 
to the language which the committee has approved in subsection 
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1952 act B the amount authorized thereunder may be applied for projects on 
approved extensions on the Federal-aid secondary system within 

urban areas provided that the Federal participation in such projects 

shall be limited to urban funds. 

The second proviso of section | provides that the Secretary of Com- 

merce may discharge his responsibility relative to the plans, design, 

inspection, and construction of secondary projects upon his receipt 


Total 


i 


41, 551. on and approval of a certified statement by the State highway depart- 
$ 1, 551, 89] a I z a oo. a 
7, 035, 2ig ment setting forth that the plans, design, and construction for such 


30, rte projects are in accord with the State standards and procedures appli- 
Sie cable to projects in this category approved by him. The purpose of 
this proviso is to give the Secretary discretionary powers with respect 
to secondary roads, and to permit State highway departments to take 
over to a substantial extent the responsibilities now exercised by the 
Secretary. This should reduce detailed administrative procedures 
and give the States greater latitude in connection with secondary 
roads. Heretofore, the Secretary has been required to exercise specific 
duties, prescribed particularly by the Federal Highway Act approved 
November 9, 1921, with respect to the various steps from approval of 
the secondary system and the filing of a project statement (now termed 
_“program’’) to final payment. While the Secretary may thus relieve 
himself of many of his present duties, he still would have to approve 
the secondary system, and the States would still be subject to existing 
law with respect to maintenance. It is assumed that he would make 
tela) such requirements as would be consonant with his responsibilities as 
13 scian [e the disbursing agent of large sums of money. Nevertheless, he would 
be entitled to rely fully on the statement or statements as te any facts 
contained therein, if such statement or statements are certified by the 
State highway department. These powers may be exercised as soon 
as the act becomes effective. 

Section 1 modifies existing law and procedures with respect to 
transfer of Federal-aid highway funds. It would permit not exceed- 
ing 25 percent of the amount apportioned to any State in any vear 
10, 823, 604 for expenditure on the Federal-aid primary, secondary, and urban 
tin [E highway systems, respectively, to be transferred from the apportion- 
18, 098. 1 ment under one system to either of the others. Such transfer would 
32sia» J be effective only when requested and certified by the State highway 
ht os department as being in the public interest, and approved by the 
Secretary of Commerce. This new provision is designed in the 
interest of flexibility; however, the total of the transfers permitted 
shall not increase the original apportionment under any of the three 
systems by more than 25 percent. The transfers permitted herein 
will apply not only for the fiseal years ending June 30, 1956, and 
June 30, 1957, but also to the provisions of the 1952 Federal-Aid 
Highway Act. 





11, 902, 112 
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SECTION 2. INTERSTATE HIGHWAYS 


Section 2 (a) authorizes to be appropriated the additional sum of 
$200 million for the fiscal year ending June 30, 1956, and a like 
additional sum for the fiscal year ending June 30, 1957, for the purpose 
of expediting the construction, reconstruction, and improvement, 


| by the inclusive of necessary bridges and tunnels, of the national system of 
respect interstate highways, including extensions thereof through urban 
ion (c), areas. The sum authorized for each fiscal year is to be apportioned 





ES 
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among the several States in the following manner: one-half in the 
ratio which the population of each State bears to the total populatio; 
of all the States, as shown by the latest available Federal 
Provided, That no State shall receive less than three-fourths of 
percent of the money so apportioned; and one-half in the manner noy 
provided by law for apportionment of funds for the Federal-aid 
primary system. The Federal share payable on account of an 
project on the national system of interstate highways provided fo 
by funds made available under the provisions of this section sh: ul b 
increased to 60 percent of the total cost thereof, plus a percentage of 
the remaining 40 percent of such cost in any State containing unappro- 
priated and unreserved public lands and nontaxable Indian lands 
individual and tribal, exceeding 5 percent of the total area of al 
lands therein, equal to the percentage that the area of such lands 
in such State is of its total area. 

The Federal-Aid Highway Act of 1952 provided for a 50-50 match- 
ing ratio. The committee in an effort to stimulate construction on 
the interstate highway system approved a 60 (Federal) to 40 (Stat 
ratio for the 2 fiscal years provided for in this bill. 

The Secretary of Commerce is not permitted to. apportion to th 
States the sum authorized by this section for the fiscal year ending 
June 30, 1956, unless a Federal excise tax on gasoline in the amount 
of not less than 2 cents per gallon is in effect on September 30, 1954; 
and the Secretary of Commerce shall not apportion to the States th 
sum authorized by this section for the fiscal year ending June 30, 
1957, unless a Federal excise tax on gasoline in the amount of not 
less than 2 cents per gallon is in effect on September 30, 1955. 

The committee is aware of the fact that the highway users feel that 
all revenue from the Federal excise tax on g: asoline should be e xpended 
for highway construction. 

The availability of funds for the interstate highway system ($200 
million) depends, in a large measure, upon the continuation of the 
present 2-cent Federal excise tax on gasoline. The committee feels 
a high priority should be given to interstate highway construction, 
as is evidenced by the fact that the amount authorized for this system 
was increased from $25 million in the 1952 act to $200 million per 
year. The question of continuing the Federal excise tax on gasoline 
at 2 cents per gallon beyond April 1, 1954, is a matter within the 
jurisdiction of the Committee on Ways and Means. 

Section 2 (b) provides that any sums apportioned to any State 
under the provisions of subsection (a) shall be available for expendit ” 
in that State for 2 vears after the close of fiscal year for which suc! 
sums are authorized and such funds shall be deemed to be ‘cenanited 
upon execution of formal agreements with the Secretary of Commerce 
for the improvement of specific projects under the section. This is 
the same grace period as is now provided with respect to Federal-aid 
primary and secondary funds. 

Under subsection (c) any amount apportioned to the States under 
the provisions of section 2 unexpended at the end of the period during 
which it is available for expenditure under the terms of subsection 
(b) of the section shall lapse. 
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SECTION 3. FOREST HIGHWAYS AND FOREST DEVELOPMENT 
ROADS AND TRAILS 


Section 3 authorizes to be appropriated for forest highways the sum 
of $22,500,000 for the fiscal year ending June 30, 1956, and a like sum 
for the fiseal year ending June 30, 1957. The authorization in section 
3 of the Federal-Aid Highway Act of 1952 for forest highways for the 
fiscal year ending June 30, 1955, is canceled. Section 3 also authorizes 
io be appropriated for forest development roads and trails the sum of 
922,500,000 for the fiseal vear ending June 30, 1956, and a like sum 
for the fiseal year ending June 30, 1957. 

With respect to any proposed construction or reconstruction of a 
timber-aecess road, advisory public hearings shall be held at a place 


‘convenient or adjacent to the area of construction or reconstruction 


is 


with notice and reasonable opportunity for interested persons to 
present their views as to the practicability and feasibility of such 


‘construction or reconstruction. Hereafter funds available for forest 


development roads and trails shall also be available for vehicular 


» parking areas. 


a We 


ey Sa 


ee 


The appropriation authorized for forest highways is to be appor- 
tioned by the Secretary of Commerce for expenditure in the several 
States, Alaska, and Puerto Rico in accordance with the provision of 
section 3 of the Federal-Aid Highway Act of 1950. 


SECTION 4 (A). PARK ROADS AND TRAILS 


Section 4 (a) provides an authorization of $10 million for each of the 


‘fiscal years ending June 30, 1956 and 1957, for the construction, 
) reconstruction, and improvement of roads, trails, and bridges in 


national parks and monuments and approach roads thereto, including 
areas authorized to be established as national parks and monuments. 
The sums authorized are the same in amount as were authorized by 
the Federal-Aid Highway Act of 1952 for the fiscal years 1954 and 1955. 


SECTION 4 (B). PARKWAYS 


Section 4 (b) would authorize the sum of $10 million for each of the 


' fiscal years ending June 30, 1956 and 1957, for the construction, 


ret 


reconstruction, and improvement of parkways over lands to which 
title is vested in the United States. 


SECTION 4 (C). INDIAN ROADS 


Section 4 (c) would authorize the sum of $10 million for each of the 


fiscal years ending June 30, 1956 and 1957, for the construction, 
- improvement, and maintenance of roads and bridges within Indian 


reservations and to provide access to Indian reservations and Indian 


lands. This sum is the same as was authorized for the same purpose 


by the Federal-Aid Highway Act of 1952 for the fiscal years 1954 
and 1955. 
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SECTION 5. RAMA ROAD AND INTER-AMERICAN HIGHWAY 


Section 5 continues the authorizations of the Federal-Aid Hig} 
Act of 1952 for the Rama Road and Inter-American Highway respe 
tively, for the fiscal years 1955 and 1956. No additional funds ap 
authorized. 

Section 6 provides that all or part of the Federal-Aid Highway Act 
specified not inconsistent with this act shall remain in full fore: 
effect. 

Section 7 is a saving provision to the effect that if any section, sub 
section, or other provision of this act, or the application thereof to 
person or circumstance is held invalid, such invalidity shall not affe 
the validity of the remainder thereof. 

Section 8 provides for the repeal of all acts or parts of acts incon- 
sistent with this act and that this act shall take effect upon its passag 


SECTION 9. STUDY OF UTILITY RELOCATION 


Section 9 provides that the Secretary of Commerce is directed | 
make a study in cooperation with the State highway departments an 
other parties in interest relative to the problems posed by necessar 
relocation and reconstruction of public utilities services resulting from 
authorized highway improvements. Among other things, such a stud) 
is to include a review and financial analysis of existing relationships 
between the State highway departments and affected utilities of al 
types, and a review of the various State statutes regulating existing 
relationships, to the end that a full and informative report may b 
made to the President for transmittal to the Congress of the United 
States not later than February 1, 1955. 

Section 10 is a definition paragraph and provides that the tern 
“‘highway,’’ as defined in section 2 of the Federal Highway Act of 
November 9, 1921 (42 Stat. 212), as amended and supplemented, is 
to be deemed to include “tunnels.” 


SECTION 11. AUTHORIZATION FOR SECONDARY EXTENSIONS IN URBAN 
AREAS 


Section 1) provides organic authority to the Secretary of Commerc: 
to carry out the provisions of section 1 (c) of this act. 


SECTION 12. GREAT RIVER ROAD 


Section 12 authorizes to be expended by the Secretary of Com- 
merce from general administrative funds not to exceed $250,000 fo 
the purpose of expediting the interstate planning and coordination of 
a continuous Great River Road and appurtenances thereto traversing 
the Mississippi Valley from Canada to the Gulf of Mexico in general 
conformity with the provisions of the Federal-Aid Road Act of July 
11, 1916, as amended and supplemented, and with the recommended 
plan set forth in the joint report submitted to the Congress Novem- 
ber 28, 1951, by the Secretaries of Commerce and Interior pursuant 
to the act of August 24, 1949 (Public Law 262, 8ist Cong.). The 
amount expended is to be apportioned among the 10 States bordering 
the Mississippi River in proportion to the amount allocated by these 
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respective States for the improvement and extension of existing sec- 
tions of this highway project as approved by the Secretary of Com- 
merce in cooperation with other public agencies concerned therewith. 


B sECTION 1, 








Section 13 provides that this act may be cited as the ‘‘ Federal-Aid 


Highway Act of 1954.” 


CHANGES IN 


EXISTING LAW 


In compliance with paragraph 3 of rule XIII of the Rules of the 
House of Representatives, changes in existing law proposed by the 


Existine Law 


FEDERAL-AID HIGHWAY ACT 
OF 1952 


Any sums apportioned to any State 
under the provision of this section shall 
be available for expenditure in that 
State for two years after the close of 
the fiseal year for which such sums are 
authorized, and any amount so appor- 
tioned remaining unexpended at the end 
of such period shall lapse: Provided, 
That such funds for any fiscal vear shall 
be deemed to have been expended if a 


sam equal to the total of the sums ap- 
\ portioned to the State for such fiscal 


vear is covered by formal agreements 


with the Commissioner of Public Roads 
for the improvement of specific projects 
- as provided by this Act. 


FEDERAL-AID HIGHWAY ACT OF 1944 
(58 Stat. 838) 


Sec. 3. * * * Provided further, That 
any of such funds for secondary and 
feeder roads which are apportioned to 
a State in which all public roads and 


' highways are under the control and 


supervision of the State highway depart- 
ment may, if the State highway depart- 
ment and the Commissioner of Public 
Roads jointly agree that such funds are 
not needed for secondary and feeder 
roads, be expended for projects in such 
State on the Federal-aid highway 
system. 
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" pill are shown in parallel columns as follows: 


NEw LANGUAGE 


SECTION 1 OF H. R. 8127 

* * * Any sums apportioned to any 
State under the provision of this section 
shall be available for expenditure in 
that State for two years after the close 
of the fiscal year for which such sums 
are authorized, and any amount so ap- 
portioned remaining unexpended at the 
end of such period shall lapse: Provided, 
That such funds for any fiscal year shall 
be deemed to have been expended if a 
sum equal to the total of the sums ap- 
portioned to the State ror such fiscal 
vear is covered by formal agreements 
with the Secretary of Commerce for the 
improvement of specific projects as pro- 
vided by this Act: Previded further, 
That in the case of those sums appor- 
tioned to any State for projects on the 
Federal-aid secondary highway system, 
the Secretary of Commerce may dis- 
charge his responsibility relative to the 
plans, design, inspection, and construc- 
tion of such secondary road projects 
upon his receipt and approval of a certi- 
fied statement by the State highway 
department setting forth that the plans, 
design, and construction for such proj- 
ects are in accord with the standards 
and procedures of the respective States 
applicable to projects in this category 
approved by him: 


* * * Provided further, That not more 
than 25 per centum of the amount 
apportioned to each State under sub- 
paragraphs (a), (b), or (¢) of this section 
may be transferred from the apportion- 
ment under one subparagraph to the 
apportionment under either of the other 
subparagraphs: Provided further, That 
such transfer is requested by the State 
highway department and is approved by 
the Secretary of Commerce as being in 
the public interest: Provided further, 
That the total of such transfers shall 
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SECTION 2, EDERAL-AID HIGHWAY 


For the purpose of expediting the 
construction, reconstruction, and im- 
provement, inclusive of necessary 
bridges and tunnels, of the national 
system of interstate highways, desig- 
nated in accor lance with the provisiol s 
of section 7 of the Federal-Aid Highway 
Act of 1944 (58 Stat. 838), there is 
hereby authorized to be appropriated 
the additional sum of $25,000,000 foi 
the fiscal year ending June 30, 1954, and 
a like additional sum for the fiscal vear 
ending June 30, 1955. The sum herein 
authorized for each fiseal year shall be 
apportioned among the several States 
in the manner now provided by law for 
the apportionment of Federal-aid pri- 
mary funds: Provided, That the Federal 
share payable on account of any project 
provided for by funds made available 
under the provisions of this section shall 
be determined in the same manner as 
now provided by law for projects on 
said Federal-aid primary system. 


THE FEDERAL-AID ROAD AC’ 


New LANGUAGE 


not increase the original appor 
under any subparagraph by 
25 per centum: Provided furth 
the transfers hereinabove pert 
funds authorized to be approp1 
the fiscal years ending Junc 
and June 30, 1957, shall like 
permitted on the same basis f 
after authori 
appropriated for any prior 
quent fiscal year: And p 

That nothing herein contain 
deemed to alter or impair the 
contained in the last provi 
paragraph (b) of section 3 of the | 
\id Highway Act of 1944 





heretofore or hers 





SECTION 2 OF H. R. 81 


Sec. 2. (a) For the purpos 
liting the constructio i, recon 
and improvement, inclusive of 1 
bridges and tunnels, of the 
system of interstate highways, i 
extensions thereof thro h urba 
designated in accordance with 
visions of section 7 of the Fed 
Highway Act of 1944 (58 Sta 
there is hereby authorized to be 
priated the additional sum of S20( 
000 for the fi , 
1956, and a like additional sum 
fiscal year ending June 30, 1957 


ig 


» | 
‘al vear ending J 





sum herein authorized for each 


year shall be apportioned anx 
several States in the following 
one-half in the ratio which the 


tion of each State bears tot 


ulation of all the States, as shov 
latest available Federal cens 
vided, That no State shall ree 
than three-fourths of 1 per cent 
money so apportioned and one 
the manner now provided by la 
apportionment of funds for the F 
Aid primary system: Provided 
That the Federal share payab] 
count of any project on the nat 
system of interstate highways pr 
for by funds made available und 
provisions of this section shall bi 
creased to 60 per centum of the 
cost thereof, plus a percentage of 
remaining 40 per centum of such ec 
any State containing unappropr 
and unreserved public lands and 
taxable Indian lands, individua 
tribal, exceeding 5 per centum « 
total area of all lands therein, eq 
the percentage that the area of 
lands in such State is of its tota 
Provided further, That the Secretar 
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ExistTine Law New LANGUAGE 


Commerce shall not apportion to the 











lore tha States the sum authorized by this see- 

lé ha tion for the fiscal vear ending June 30, 
1956, unless a Federal ex 

rated f rasoline in the amount of 
2 cents per gallon is in effect 

e ber 30, 1954: and the Secretarv of Con 

c merce shall not apportion to the States 

Zed the sum authorized by this section for 

I the fiseal vear ending June 30, 1957 
unless a Federal excise tax on gasoline 

shall | in the amount of not less than 2 cents 

ul per gallon is in effect on September 50 
1955. 

 Federa I Any apportioned to any 
State under rovisic of this section 
shall be available for expenditure in that 

7 State for two years after the close 
fiscal vear for hic} = icl sums are 
authorized: Provided, That such funds 

OF eX shall be deemed to be expended upon 

tr xecution of formal agreements with the 

leCessa Secretary of Commerce for the improve- 

na ment of specific projects under this 
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nL SECTION 2, FEDERAL-AID HIGHWAY ACT SECTION 10 OF H. R. 8127 

07 OF 1921 

ch 

101 * * * The term “highway” includes Sec. 10. The term “highway’’, as de- 

ma rights of way, bridges, drainage struc- fined in section 2 of tl Federal High- 

. popula tures, signs, guard rails, and protective way Act of November 9, 1921 (42 Stat. 

ota structures in connection with highways, 212), as amended and supplemented, 

n | it shall not include any highway or shall be deemed to include “tunnels” 


3: street in a municipality having a popu- 
wii ation of two thousand five hundred or 
im ¢ nore as shown by the last available 


e-ha ensus, except that portion of any such 
law { highway or street along which within a 
Federal- stance of one mile the houses average 


 furt} more than two hundred feet apart 
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CONSIDERATION OF H. R. 8127 


», 1954.—Referred to the House Calendar and ordered 


Vr. Auuen of Illinois, from the Committee on Rules, submitted the 


following 
REPORT 
(To accompany H. Res. 460 
The Committee on Rules, having had under consideration House 


Resolution 460, report the same to the House with the recommenda- 
tion that the resolution do pass. 
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\ EN of Illinois, from the Committee on Rules bmitted the 


REPORT 
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Committee on Rules, having had under consideration House 
House with the reeommenda- 


solution 461, report the same to the 


that the resolution do pass 
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CONSIDERATION OF FL. R 


(he Committee on Rules hay ing hi d nder consideration Ho 
tesolution 462 report the same to the House wit he commend: 
that the resolution do pass 


42008 
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9d Session 


LEE SIU SHEE 





\iarcn 5, 1954.—Committed to the Committee of the Whole House and ordered 
to be printed 





\ir. Hype, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany H. R. 4099] 


The Committee on the Judiciary, to whom was referred the bill 
H. R. 4099) for the relief of Lee Siu Shee, having considered the same, 
eport favorably thereon without amendment and recommend that 
the bill do pass, 
PURPOSE OF THE BILL 


The purpose of this bill is to grant nonquota status, as a returning 
resident alien, to the Chinese mother of citizens of the United States. 


GENERAL INFORMATION 

The beneficiary of this bill is a 72-year-old native and citizen of 
China, who is the mother of 3 native-born United States citizens, 
all of whom reside in Hawaii. 

The pertinent facts in this case are contained in a letter, dated 
December 31, 1953, from the Commissioner, Immigration and 
Naturalization Service, to the chairman of the Committee on the 
Judiciary. The said letter, and accompanying memorandum, read as 
follows: 


IMMIGRATION AND NATURALIZATION SERVICE, 
DEPARTMENT OF JUSTICE, 
December 31, 1953. 
Hon. Coauncry W, REep, 
Chairman, Committee on the Judiciary 
House of Representatives, Washington 25, D. C. 

Dear CHarRMAN: In response to your request of the Department of Justice 
for a report relative to the bill (H. R. 4099) for the relief of Lee Siu Shee, there is 
annexed a memorandum of information from the Immigration and Naturalization 
Service files concerning the beneficiary. 

The bill provides that for the purposes of section 101 (a) (27) (B) of the Immi- 
gration and Nationality Act, Lee Siu Shee shall be held and considered to be a 


returning resident alien. 
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LEE SIU SHEE 


The beneficiary appears to be eligible for a preference quota visa under the 
provisions of section 203 (a) (2) of the Immigration and Nationality Act 
Sincerely, 
A. R. Mackey, Commissioner, 


MEMORANDUM OF INFORMATION FROM IMMIGRATION AND NATURALIZATION 
Service Fires Re Lee Siu SHee, Benericiary or H. R. 4099 


The beneficiary, a native and citizen of China, was born on December 21, 188}. 
in Dah Chung Village, Kwangtung, China. Her present address is 427-A Reelg. 
mation Street, first floor, Mong Kok, Kowloon, China. 

The beneficiary last entered the United States on September 6, 1907, at Hono. 
lulu, T. H., as the lawful wife of a naturalized citizen of Chinese descent. On 
January 14, 1914, she returned to China accompanied by her husband and 
daughters, Lee Kum Yoak and Lee Muy. 

Upon her return to Hawaii on August 30, 1915, she was refused admission to 
the United States and ordered deported because she was not coming to Hawaij 
to join her husband, since her husband was at this time in China. She returned 
to China and has since resided in that country. Mrs. Lee has three children, all 
of whom are citizens of the United States living in Hawaii. 

On March 6, 1953, a visa petition tiled with this Service on her behalf was 
approved on the basis of her eligibility for a preference status in the issuance of 
a@ visa under the provisions of section 203 (a) (2) of the Immigration and Nation- 
ality Act. 

Lee Chun Chan, one of the beneficiary’s children, has indicated that he will 
take care of his mother. He stated that his net worth was $58,130 consisting of 
property valued at $21,000 and stocks and bonds in the amount of about $36,000. 
He is married and has no children. He owns his own home. 


Mr. Farrington, the author of this bill, submitted the following 
letter in support of his measure: 


CONGRESS OF THE UNITED STATES, 
House or REPRESENTATIVES, 
Washington, D. C., April 8, 1953 
Hon. CHauncey W. REeEp, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D. C. 


Dear Mr. CHarrMan: Enclosed is acopy of H. R. 4099, which I have introduced 
for the relief of Lee Sui Shee. 

Lee Sui Shee is 72 years of age and was married to a United States citizen, now 
deceased. She is the mother of three American citizen children, all born and 
presently residing in Honolulu, T. H. 

She entered the United States at the port of Honolulu around 1888 at the age 
of about 8 years. She resided there continuously until 1915 with the exception 
of two temporary trips to China. In 1914 she departed on a temporary visit to 
China, but upon her return to Honolulu in 1915 she was refused admission because 
she was unable to produce satisfactory proof of the death of her husband’s first 
wife. Her husband, Lee Ho, died the following year in Hung Mee Village, 
Kwangtung, China, and her children have made munerous attempts to secure a 
visa to enable their mother to return to Honolulu where she had been living since 
a youngster, but all their efforts were in vain. The children desire their aged 
mother to spend her remaining years with them. 

Lee Siu Shee is presently living in Kowloon at 427-A Reclamation Street, 
first floor, Mongkok. 

I am enclosing an affidavit executed by one of Mrs. Shee’s sons, Lee Chun Chan, 
in support of the request that his mother be permitted to return to her family 
in this country. 

I will appreciate having your committee request the necessary departmenta 
reports in order that H. R. 4099 can receive prompt consideration. 

Yours sincerely, 


J. R. FARRINGTON, 
Delegate from Hawaii. 


The documents referred to in Mr. Farrington’s letter are contained 
in the ccmmittee files. 

Upon consideration of all the facts in this case, the committee is of 
the opinion that H. R. 4099 should be enacted and accordingly recom- 


mends that the bill do pass. 
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MARIANNE SCHUSTER DAWES 


P Marcu 5, 1954.—Committed to the Committee of the Whole House and ordered 


to be printed 


Miss THompson of Michigan, from the Committee on the Judiciary, 
submitted the following 


REPORT 


(To accompany H. R. 5961] 


The Committee on the Judiciary, to whom was referred the bill 
H. R. 5961) for the relief of Marianne Schuster Dawes, having con- 
sidered the same, report favorably thereon without amendment and 
recommend that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of this bill is to wive one exclusion clause of our 
immigration laws, concerning the commission of a crime involving 
moral turpitude, in behalf of the wife of a citizen of the United States. 


GENERAL INFORMATION 


The beneficiary of this bill, Marianne Schuster Dawes, is a 27- 
year-old native and citizen of German, who is the wife of an honorably 
discharged United States citizen veteran, Mr. Dennis Dawes. 

The pertinent facts in this case were submitted to the committee 
hy Representative Bentley, the author of this bill, on January 5, 1954. 
Mr. Bentley’s letter, with enclosures, reads as follows: 

House or REPRESENTATIVES, 
Washington, D. C., January 5, 1964. 
Hon. Cuauncey W. ReEeEp, M. C., 


Chairman, Judiciary Committee, 
House Office Building, Washington 25, D. C. 

My Dear Co..eacuE: This in reference to a private bill, H. R. 5961, intro- 
duced by me on June 26, 1953, and referred to your committee, with further 
action to await receipt of a trial record concerning a certain Marianne Schuster 
Dawes, currently excluded from the United States under section 212 (a) (9) of the 
Immigration and Nationality Act for conviction in a German court of a crime 
involving moral turpitude. 
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The trial record is enclosed herewith for consideration by your committee at th, 
time this bill comes up for hearing. It would be appreciated if any additiong 
reports which may be required before a hearing can be scheduled be obtained 
from the appropriate Government department concerned in order that this ) 
may the considered by your committee during this session of Congress. 

Thanking you, I remain, 

Sincerely yours, 
Atvin M. BENTLEY, M. C 


DEPARTMENT OF STATE, 
Washington, August 6, 1958 
Hon, ALtvin M. BENTLEY, 
House of Representatives. 

My Dear Mr. BENTLEY: The American consulate general at Munich has 
referred to the Department for reply a copy of your letter of June 25, 1953, co; 
cerning the immigrant visa case of Mrs. Marianne 8. Dawes, wife of Mr. Dennis 
Dawes, 814 South Baum Street, Saginaw, Mich. You state that it is your 
intention to introduce a private bill for the relief of Mrs. Dawes, and you request 
a transcript of her trial for embezzlement in violation of section 246 of the Germa 
Penal Code which was the reason for the refusal of the consulate general to iss 
an immigrant visa to the alien. 

In compliance with your request I enclose a copy of a translation of the lay 
under which Mrs. Dawes was convicted and a copy of the court record covering 
her case, which documents were previously received from the consulate genera 
at Munich. 

Sincerely yours, 
Epwarp S. Maney, 
Director, Visa Office 


Secrion 246 or THE GERMAN CRIMINAL CopDE (EMBEZZLEMENT) 


Whoever unlawfully converts a movable thing which belongs to another and 
which he has possession or cutsody shall be punished for embezzlement by in 
prisonment not to exceed 3 years, and if the thing has been entrusted to him, by 
imprisonment not to exceed 5 years. 

If there are extenuating circumstances, the punishment may be a fine. 

The attempt is punishable. 


Section 60 or THE GERMAN CRIMINAL CopE (DETENTION DurRiING JupIcIA 
PROCEEDINGS) 


Time spent in detention undergone during judicial proceedings may be, in fu 
or in part, in the rendering of the sentence, accounted as part of the term oi 
punishment served. 


FEDERAL REPUBLIC OF GERMANY, 
Land Bavaria, City of Munich, 
Consulate General of the United States of America, ss: 

I, Dan A. Zachary, a vice consul of the United States of America at Munic! 
Germany, duly commissioned and qualified, do hereby certify that the foregoing 
copy of German Criminal Code is a true and faithful copy of the original this da) 
exhibited to me the same having been carefully examined and compared with thi 
said original and found to agree therewith word for word and figure for figuré 

In Witness Whereof I have hereunto set my hand and official seal this 24th 
day of March A. D. 1953. 

[SEAL] Dan A. Zacuary, 

American Vice Cons 

Service No. 26443, tariff item 38, no fee prescribed. 


{Translation, certified copy] 
In the Name of the German People. 
JUDGMENT 
The district court Wasserburg/Inn pronounces on the basis of the proceedings 
and main trial against— 


1. Schuster Maria, born June 9, 1900, in Traunstein, widow, residing in Wasser- 
burg, Ledererstrasse 113; 
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9, Schuster Marianne, born July 3, 1926, in Traunstein, single, residing in 
Wasserburg, Ledererstrasse 113; 
in the public hearing on Tuesday, October 2, 1945 at which took part— 

|, Amtsgerichtsrat Dr. Ruffini, as district judge. 

9. J. Inspektor Kuehleisen, as official of the public prosecutor. 

3. J. employee Rottmoser as acting registrar. 

Correction: According to the court the judgment was pronounced on October 3, 
1945. Wasserburg, April 19, 1951. s./Hacklechner, I. A. Court employee. 

The defendant, Maria Schuster, is sentenced to 6 months’ imprisonment for 
continuous embezzlement. 

The defendent, Marianne Schuster, is sentenced to 4 months imprisonment for 
continuous embezzlement. 

The period of time spent under arrest since September 11, 1945, before the trial 
will be deducted from the prison term. 

The costs of the proceedings will be paid by the defendants. 

According to section 60 of the German Criminal Code the period of arrest under 
remand of Maria Schuster was deducted from her penalty. 

Costs according to section 465 of Criminal Proceedings. 


(s) Rurrini, Amtsgerichtsrat. 


Above judgment is judicially effective and may be carried out since October 11, 
1945. Wasserburg/Inn, April 24, 1951. The registrar of the office: (s) Hack- 
lechner, I. A. Court Employee. 

{[RouND SEAL] BayeriscHes Amtscericut, Wasserburg/Inn. 


Certified: Wasserburg/Inn, February 7, 1953, Office of the District Court, 
' the registrar: 
KuzmMatr, court employee. 
I, Johanna von Ungelter, being duly sworn, declare that I well and truly know 
' the German and English languages and that the toregoing is a true and correct 
translation of a certified copy of the judgment with reasons. 
JOHANNA VON UNGELTER. 
FEDERAL REPUBLIC OF GERMANY, 
Land of Bavaria, City of Munich, 
Consulate General of the United States of America, ss: 
Subseribed and sworn to before me this 24th day of March 1953. 
Dan A. Zacnary, 
American Vice Consul. 


Service No. 26442, tariff item 38, no fee prescribed. 


REASONS 


\t the beginning of May 1945 the defendant, Marianne Schuster, received a 
parcel from a soldier to keep for him. She gave this parcel to her mother, the 
defendant, Maria Schuster. 

Some time later the defendant, Maria Schuster, opened the parcel and stated 
that it contained a large amount of jewelry. from this jewelry she gave several 
small stones to the witness, Kasparetti, later a ring and then on another occasion 
' 2 rings, 2 pairs of earrings, 1 pair of cufflinks, 2 small fingerrings, and 2 small 
| chains without pendants; the witness, Hummel, received a ring; the witness, 

Winkler, a lady’s ring, 1 men’s ring, 2 pairs of earrings, 2 small neckchains, cuff- 

links, and 2 children’s rings. Further Mrs. Loeffler and another woman, whose 

name is unknown to the defendant, Maria Schuster, received jewelry. 

The defendant, Marianne Schuster, had picked out a number of pieces from 
the jewelry and had locked these objects in her wardrobe. She also wore these 
pieces of jewelry. The defendant Maria Schuster also set aside some of the 

_ jewelry for herself. 
' At the beginning of September 1945 the daughter of the soldier, Miss Bohrer, 
_ was sent by her father to fetch the jewelry. The defendant, Maria Schuster, 
declared that the parcel had been taken by the Americans when their house was 
searched. The defendant, Marianne Schuster, who came later confirmed this 
_ statement. Miss Bohrer, who doubted these statements, then went to the police. 
_ Inthe meantime the defendant, Maria Schuster, took the jewelry down to the 
wood storage on the ground floor. She hid the jewelry in a hole in the wall and 
piled up wood in front of it. 
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It was here that the policeman, Huber, found the jewelry when he came to +} 
house of the defendants with Miss Bohrer. He then went to the apartment of 
the defendants with Miss Bohrer and asked the defendants if they had some mor 
of the jewelry hidden in the apartment. Both defendants denied this. 0); 
after further remonstrances the defendant Marianne Schuster fetched a box wit 
further pieces of jewelry from under the bed. 

The state of the case was proven by the credible statements of the witnesses 
Huber, Kasparetti, Hummel, and Winkler, and by the testimony of the defendants 
However the defendant, Marianne Schuster, testified that she did not know tha: 
her mother had taken away so much jewelry. It might be true that she did no: 
know in detail what pieces of jewelry her mother had taken away, but she did 
know that the defendant, Maria Schuster, had given away jewelry. So the wit. 
ness, Huber, stated credibly that the defendant, Marianne Schuster, told him 
that for example the witness, Kasparetti, had received some jewelry. If the de- 
fendant, Marianne Schuster, furthermore states that she did not know where the 
jewelry was; this is disproven by the fact that she knew well enough where thy 
jewelry was when she chose some of the pieces for herself. Further she also kne 
that the jewelry was under the bed when the witness, Huber, asked for the res 
of it. 

So the defendants were found guilty of continuous embezzlement according 1 
section 246 of the German Criminal Code. The testimony of the defendan 
Maria Schuster, that she deposited money for the misappropriated pieces 
jewelry is not credible. Aside from the fact that this is without importance as 
far as the criminal proceedings are concerned, the defendants’ actions show that 
she had the intention of misappropriating the jewelry unlawfully and that sh 
also did so. 

The defendants had the intention of embezzling the jewelry after they had 
opened the parcel and they carried this out in different instances. The defendants 
also cooperated willingly and premeditatedly. The defendant Maria Schust: 
gave away the pieces of jewelry, but the defendant, Marianne Schuster, knew 
this, even if she did not know the details. She was at least indifferent to what 
the defendant, Maria Schuster, did with the jewelry. The cooperation of bot 
defendants is also proven beyond reasonable doubt by their behaviour toward 
Miss Bohrer and the witness, Huber. 

With regard to the penalty it was considered an aggravating circumstance that 
the defendants apparently made no distinction between objects belonging to the: 
or to someone else. It was necessary to make the difference clear to the de- 
fendants. 

In the case of the defendant, Maria Schuster, it was also considered an aggra- 
vating circumstance that she had opened the parcel, which proved that she showed 
more agility, although one might have expected her as the mother to act differ- 
ently. Her stubborn denials also aggravated the state of her case. 

The fact that she was not previously convicted was considered mitigating 
circumstance. 

The penalty of 6 months pronounced seemed adequate and sufficient. 

As far as the case of Marianne Schuster is concerned it is also considered ar 
aggravating circumstance that she stubbornly denied having anything to do wit! 
the theft. Her youthful age as well as the fact that she was not previously 
convicted were considered extenuating circumstance. 

The pronounced sentence of 4 months therefore seems adequate and sufficient. 


DEPARTMENT OF STATE, 
Washington, April 15, 1953. 
Hon. Atvin M. BENTLEY, 
House of Representatives. 

My Dear Mr. Bent ey: Reference is made to your interest in the immigrant 
visa application of Mrs. Marianne Schuster Dawes, the wife of Mr. Dennis Dawes, 
814 South Baum Street, Saginaw, Mich. 

There is enclosed for your information a copy of a self-explanatory letter whic! 
has been addressed to Mr. Dawes concerning the status of his wife’s visa case. 

Sincerely yours, : 
Epwarp 8. Maney, 
Director, Visa Office 
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= 
Mr. DENNIS DAwWEs, 


MARIANNE SCHUSTER DAWES 


AprIL 15, 1953. 


Saginaw, Mich. 

My Dear Mr. Dawes: Reference is made to your interest in the immigrant 
visa application of your wife, Mrs. Marianne Schuster Dawes. 

A report has now been received from the American consulate general at Munich, 
Germany, stating that Mrs. Dawes is ineligible to receive an immigrant visa 
under the provisions of section 212 (a) (9) of the Immigration and Nationality 
Act by reason of her conviction of an offense involving moral turpitude; namely, 
embezzlement in violation of paragraph 246 of the German Penal Code. 

In the circumstances, there is no further action that can be taken in her case. 
The laws vest no discretionary authority in the Department to authorize or in 
consular officers to issue immigrant visas to aliens who have admitted or have 
been convicted of an offense involving moral turpitude, even though there may 
have been extenuating circumstances in connection with the commission of the 
offense, and the alien’s conduct since conviction has been exemplary. 

Sincerely yours, 
Epwarp S. MANEeEY, 
Director, Visa Office. 


The committee is also in receipt of the following report from the 
Visa Office, Department of State: 


DEPARTMENT OF STATE, 
Washington, January 21, 1954. 


‘Hon. Coauncey W. Reep, 


Chairman, Committee on the Judiciary, 
House of Representatives. 


My Dear Mr. Reep: Reference is made to your letter of January 4, 1954, 


‘and its enclosures, wherein you requested the views of this Department con- 


cerning the enactment of H. R. 5961, a bill for the relief of Marianne Schuster 
Dawes. Reference is also made to the Department’s interim reply of January 
7, 1954. 

According to information contained in the Department’s files, Marianne 


‘Schuster, born at Traunstein, Germany, July 3, 1926, who is believed to be 
identifiable with the beneficiary of the proposed bill, was convicted in the district 


court of Wasserberg/Inn, Germany, on October 3, 1945, of the crime of embezzle- 
ment in violation of section 246 of the German Criminal Code. 
As the offense of which the alien was convicted, namely, embezzlement, has been 


held to constitute a crime involving moral turpitude within the meaning of section 


212 (a) (9) of the Immigration and Nationality Act, the American consular officer 
to whom Mrs. Dawes applied had no choice other than to refuse to issue a visa in 
her case, 

In the circumstances, and in view of the foregoing information, the question 
of the enactment of the proposed bill appears to be a matter for legislative deter- 
mination concerning which the Department does not wish to express any opinion. 

Sincerely yours, 
Epwarp 8S. MANeEy, 
Director, Visa Office. 


In addition, the committee files also contain the following statement 
by the beneficiary of this bill: 


Mrs. Marta Dawes, 


Wasserburg am Inn, Ledererstrase 41/LL. 


On May 6, 1945, I supplied the German soldiers who were imprisoned ‘‘Am 
Gries” and who were waiting to be disarmed and to be transported to the PW 
camp, together with my sister with bread and tea. As the soldiers were mostly 
robbed of their personal property when being disarmed, I was asked by some to 
keep their cameras or belongings until they would be discharged. I asked them 
to open each parcel, because I was willing to take care of their property, however, 
not to receive weapons or Nazi documents. Among these people was an elderly 


soldier, one Mr. Bohrer, who also requested me to keep one small suitcase for him. 


He requested me ardently to bury the suitcase if in any way possible. When I 


asked him to open the suitcase so that I knew the contents thereof, he replied the 
following: “You can be assured that there are no weapons nor Nazi documents in 
the suitease, there are only tobacco, underwear, and family papers in it, however, 
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you can already today look forward to a present which I will give you if you can 
keep this suitease for me. I will be discharged in 3 to 4 weeks, because I am 
already 50 years of age, but I request you very much not to give the suitcase to 
anybody else except me.’ I gave my address to Mr. Bohrer and showed him : 
identity ard without being asked to do so, only to show this soldier that the 
suitcase was in good hands and I said: “I do not want a present, I do this in order 
to help and not to receive presents. I will do my very best to make sure that 
you will get your suitcase back, however, I cannot guarantee for this, as nobody 
knows what will happen.” 

Too young to have any experience I did not think over the fact why a suitcase 
with these contents should have to be buried, but hurried home and asked my 
mother, who was busy with making tea for the soldiers, to bury the suitcase, 
which she did immediately. I myself hurried immediately with new supplies 
to the soldiers, who were dripping wet and had not had one bite to eat since days, 
in order to strengthen them with bread and tea. JI supplied together with my 
family as the only ones in all Wasserburg 3,000 men so that I could show thank- 
fulness to them because my home was not destroyed. The money IJ needed for 
this task I took out of money I had saved for years by working. In this regard 
I have a statement of an inhabitant of Wasserburg who himself was imprisoned 
at that camp. Half an hour later after I had received the suitcase I met Mr 
Bohrer again who pressed both my hands and said: ‘‘My dear Miss I am so glad 
that you took the suitcase along. I have been checked in the meantime and | 
would be rid of the suitcase now, even my watch and my marriage ring wer 
taken from me.” 

On May &, 1945 I went to the Labor Office in order to get employment because 
also I had become unemployed by the end of the war. I was sent to the field 
hospital ‘““Oberschule’”’ together with seven other girls. By mistake of an agency 
we civil employees were treated as internees and only some months later, after | 
had spoken to an inspecting major I received passports for me and the other 
emplovees so that we could leave the hospital. It was in the end of July, when | 
came home on a Sunday after I had been away for weeks. Then my mother 
showed me the contents of the suitcase. She had unburied the suitcase in order 
to see whether the suitcase was damaged by the previous flood. Due to the loca- 
tion of Wasserburg the ground is always wet on account of the ground water 
The suitcase was entirely ruined by the water. Now it was obvious that there 
was no underwear as Mr. Bohrer had told us, but jewelry, gold, and stones and 
a thick leather pocketbook with papers and some tobacco. 

We did not know what to do. Never having owned real stones and gold our- 
selves, we did not know that the water would not ruin them. As at that time 
houses were always checked for weapons, and as at those occasions watches 
and cameras were repeatedly taken and as there lived unreliable people wit! 
six tenants in our house, my mother hid the jewelry in unused coffee pots and 
similar places, so that the jewelry would not be found during a house investigation 
which were held very frequently at that time. The tobacco, which was ruined 
by the dampness, was substituted by my mother (from her own ration) as well as 
other articles. On September 1, 1945, it was announced by radio that th: 
English and French zone were free to be traveled through. As Mr. Bohrer had 
not shown up until then, we decided that I should take the suitcase to Idar- 
Oberstein because we were afraid that they might be stolen. A married couple 
we know, Kollmar wanted to travel to the Rhineland by car in the middle of Sep- 
tember and it was agreed upon that I could come along. While I was planning 
this trip Mr. Bohrer sent his daughter at the same time in order that she might 
get the things. On September 11, I worked in our garden which is located 
outside of town, when my sister called me home, telling me that a girl wanted 
the jewelry. Miss Bohrer has neither introduced herself to my mother, nor 
identified herself, but only demanded the jewelry, whereupon my mother answered 
her—on account of »fr. Bohrer’s request to give the things to him personally 
only—‘‘The matter was taken over by my daughter, I am not authorized to deliver 
the things to you, will you please come back in an hour when my daughter will 
also be here.”’ 

Shortly after I was home the girl came back, accompanied by one, Mr. Huber, 
a policeman, who said immediately: ‘“Miss Schuster where is the jewelry?” | 
asked him who was his companion and when he explained that the girl was the 
daughter of Mr. Bohrer I told him that the jewelry is in our possession and asked 
him to have a seat until my mother would bring the things. 
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My only offense, if it can be called one, was that I asked my mother—with 
regard to the promise of Mr. Bohrer that he would give me a nice present—for her 
permission to buy some things from Mr. Bohrer, to which request she gave her 
consent. I selected some pieces and gave the money to my mother in case Mr 
Bohrer would come while I was not there. As it was not Mr. Bohrer, but his 
daughter and as I did not know whether Mr. Bohrer would be willing to sell, 
| also delivered these pieces. As far as I know the complete set of jewelry was 
given to Miss Bohrer in the presence of Mr. Huber. Mr. Huber took the jewelry 
and asked me to come to the police station. There Miss Bohrer controlled piece 
for piece of the jewelry with an inventory which was contained with the papers 
and stated that jewelry in the value of RM13,000 was missing from the total 
value of RM70,000. I explained to Mr. Huber with a clear conscience that I 
had neither kept, sold or given away any jewelry and that I did not know anything 
about the missing pieces. Mr. Huber called me a liar and took me to interroga- 
tion. Only there I learned that my mother upon advice of a trustful person, 
had bartered some pieces for clothes and soap for my brothers and sisters but 
that she, however, had also kept money ready for Mr. Bohrer. We were taken 
into custody separately, my mother for 3 weeks until the trial on October 2, 
while I was released after 2 days so that I could take care of my small sisters 
and brothers. As I had never had anything to do with police or court, and as 
I had nobody who would advise me as to how and what to do, I came to trial 
entirely unprepared and without a defense counsel. There none of the defense 
witnesses had been summoned whom I had named at the interrogation, why I do 
not know. 

I was unable to defend myself as the former judge, Mr. Ruffini, screamed me 
down as @ liar and thief. But I immediately said that I consider the punishment 
as unjust and that I would make an appeal. I was told that a lawyer had to do 
this for me, whereupon I asked the defense counsel of my mother, Dr. Friese, to 
take over my appeal. He answered me: ‘Miss Schuster, there is no use in mak- 
ing an appeal; you will only get a more severe punishment.’’ To be imprisoned 
for 4 months innocently, I considered so outrageous that I got shy by Mr. Friese’s 
“even more severe”’ and did not make an appeal. Today this man dares to give 
me a statement that he advised me not to file an appeal because there existed no 
court of appeals at that time. There was no incriminating witness against me, 
because nobody could incriminate me. The judge said that the reason for my 
sentence was that I was responsible for the suitcase after I had taken it over. 
I, however, could not take over responsibility in that confused time during the 
first weeks after the end of the war, and I had denied any responsibility to Mr. 
Bohrer. Why was Mr. Bohrer not questioned? A former subtenant who had 
there is proof for it—stolen from this jewelry was only sentenced to 4 weeks. In 
the middle of October 1945 I traveled to Idar Oberstein to Mr. Bohrer and com- 
plained about the action taken by his daughter. My mother and I did not only 
lose a lot of money but our nerves were shattered. Mr. Bohrer apologized for 
the impulsive action of his daughter, and said that had he come himself he would 
not have made a report because he was lucky that so much was saved. But as 
the matter was finished now he could not change anything. He also said that 
he was very amazed that nobody of the police had asked for his comments. 

The policeman, Huber, acted very objectionable in several cases and was 
dismissed from his police service in my presence by the former MP due to a dirty 
act toward me. Two weeks later the MP unit was replaced by another one and 
Mr. Huber was suddenly and silently with the police again. 

In 1948 my husband applied to the State prosecutor in Traunstein for wiping 
the conviction off the penal register which was granted. 1951 I was denied a visa 
by the consulate on account of my conviction which was known at the consulate. 
I do not know why it was reported to them. Now in April 1951 I wanted to get 
& reopening of the case which was partially impossible due to the high costs 
involved and partly for the reason that important persons in the proceedings 
cannot be found any more. My husband came from the United States in spite 
of the high costs in December 1951 in order to marry me and take me home. 
However, I was again denied a visa. These statements I wrote to the best of my 
knowledge before God and the Bible. 

Mrs. MARIANNE Dawes (nee ScHUSTER). 


Upon consideration of all the facts in this case, the committee is of 
the opinion that H. R. 5961 should be enacted and accordingly recom- 


mends that the bill do pass. 
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YOKO KAGAWA 


Marcu 5, 1954 Committed to the Committee of the Whole House and ordered 
to be printed 


Mr. GranAM, from the Committee on the Judiciary, submitted the 
following 


REPORT 
[To accompany H. R. 6647] 


The Committee on the Judiciary, to whom was referred the bill 


H. R. 6647) for the relief of Yoko Kagawa, having considered the 
same, report favorably thereon without amendment and recommend 
the bill do pass. 
PURPOSE OF THE BILI 


The purpose of this bill is to facilitate the admission into the 
United States of the Japanese fiance of a citizen of the United States. 


GENERAL INFORMATION 


The pertinent facts in this case are contained in a letter, dated 
December 1, 1953, from the Acting Commissioner, Immigration and 
Naturalization Service, to the chairman, Committee on the Judiciary. 
The said letter, and accompany ing memorandum, read as follows: 


IMMIGRATION AND NATURALIZATION SERVICE, 
DEPARTMENT OF JUSTICE, 
D noe 1, 1953 
Hon. CHatunceEy W. REEp, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington 25, D. C 


Dear Mr. CHarrMAN: In response to your request to the Department of 
Justice for a report relative to the bill (H. R. 6647) for the relief of Yoko Kagawa, 
ere is attached a memorandum of information concerning t} beneficiary 
[his memorandum has been prepared from the Immigration and Naturalization 
Service files relating to the beneficiary by the Miami, Fla., office of this Service, 


\ich has custody of those files. 





Che bill would provide that the beneficiary shall be eligible for a visa as a non- 
immigrant temporary visitor for a period of 3 months, provided that the admini- 
strative authorities find that the beneficiary is coming to the United States witha 

na fide intention of being married to Harry Sutcliffe and that she is found other 
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ble under the i gration laws In the event that ‘ , 
above-named | s does not occur within 3 months after f 
Kagawa he i I required to depart from the United St 
vith the provisior if sections 242 and 243 of the Immigrati 
\ However, in the event that the marriage between t 
named per hall oceur wit! the 3 months after entry of the beneficia 
Attorney General ill be authorized and directed to record the lawful adr 
for permanent r cde of the beneficiary as of the date of the payment 
f ( re a f 
Sincerel 
Acting Con a 
rik 
TEMORANDUM OF INFORMATION FROM IMMIGRATION AND NATURALI 
SERVI Fy . Re Yoxo Kaaawa, BENErFIciARy, H. R. 6647 
Information concerning tl beneficial vas obtained from Mr. Harry Fr 
Sutcliffe, Huntsville Road, Eureka Springs, Ark., the sponsor of this 
Kagawa was born on September 10, 1927, at Tokyo, Japan She has a 
United Stat _She is pres ntly employed as a clerl typist and inter on 
bv a business firm in Tokv« Japa and resides at No. 215, 6 Chome Aca 
Suginami-ku, Tokyo, Japa Sh a graduate of the Japan Women’s I 
the d estic economy department and has studied English at a school in Ja 
Harry Franklin Sutcliffe was born on November 28, 1927, at Gary, Ind H 
served in the United States Navy from November 28, 1944, to November 14 
and in the United States Army from July 7, 1950, to July 6, 1953. The sp 
lives with his mother at the above-mentioned address and the family ow 
ome in Arkansas together with 40 acres of land The sponsor has a ba k ac 
of approximately $800. Mr. Sutcliffe stated that he planned to marry the 
ficiarv as soon as she arrives in the United States 
Since the records of this Service contain no additional information econee1 Mi 





} 


the beneficiary, who resides abroad, the committee may desire to requ 
Department of State to conduct an appropriate investigation abroad. 

Mr. Trimble, the author of this bill, submitted the follow 
additional information in support of his bill: 

















EUREKA SpRINGS, ARK., July 21 : 
Hon. J. W. TRIMBLE, a 
Vember of Congress, Washington, D. ( 

Dear SIR As one of your constituents, I seek your advice and possibl a 
bringing the Japanese fiance of my son, Harry Sutcliffe, to the States. C 
she come on a Visitor’s visa, and remain here as his wife, or would she ha 
return when her visa expired? 

Harry has the full approval of our entire family Because you may reme! a 
having been introduced to me by the late Mr. Harvey Fuller, I suggested be: 
Harry that I write to you concerning the proper procedure to follow oa 

Harry’s fiance, Miss Yoko Kagawa of Tokvo, Japan, is a charming, cultur hl 
young woman, the daughter of one of Japan’s distinguished families. She has re 
degree in dietetics and the social sciences from Japan Women’s University. § as 
is a linguist and an accomplished musician. You will find her picture enclosed 1) 
in this letter. 

This is not an ordinary GI romance. Miss Kagawa is the childhood friend os 
one of Harry’s college classmates. They had corresponded for some time : 
Harry left college in the summer of 1950 to enlist in the Army His first 


to her home was by the invitation of Miss Kagawa’s father. 

Harry has served a total of 7 vearsin the Armed Forces. With the 7th Div 
he participated in the Inchon landing. He was wounded in the summer of 195 [ 
and spent several weeks at the base hospital in Tokyo. After additional duty the 
the Far East, he was discharged this month 

Harry has two reasons for marrying as a civilian: First, his furloughs in 
were too brief; second, he wished to honor Japanese custom by observing 
interview method. This was accomplished in June. He hopes to be marri 
during his Christmas holidays from the University of Arkansas where he pla! 


me 





to study during the coming year. He has ample funds for Miss Kagawa’s passag 
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. trip to Eureka & g er ‘ é r 
ting your advi us tk eed ’ 
Respectf lV vo Ss 
l M. Sure.ir! 
\Irs. Willis H. Sutcliffe 
Uni RSITY F ARKA \ 
(‘or oO AR’ AND SCTEN( 
Dd RTM F Socio! Y 
Fay l | j 

H J. W. TRIMBLE, 

House of Representatives, Washington, D. C. 

Dear Str: Mr. Harry F. Suteliffe has asked tl ‘ ! } behalf pul 
to the immigration of his alien fiance to th 
Although my contacts with Mr. Sutcliffe have been confined largely to the class 

1, | have found him to be a pr rson ot leep since! LV, du rio ( pable and 

ght character. In my view he possess« o personality characteristics whic 
would interfere with his present intent. 

Sincerely yours, 
Frep W. Voat 
Asso tte Professor of Soe ology. 
THe Foret SERVI oO 
[ ITE] STAT oO AME! \ a) 
\MERI¢ kimi sy, CONS AR DIvIsio 
lo » Jar ! 5 WwW 


Yoko KAGAWa, 
Care of Kyowa Bussan K. K.., 
Chuo Ku, Tol 
Mapam: The receipt is acknowledged of your letter of January 22, 1954 
ich you inquire if you may enter the United States for the purpose of marrias 
Under the authority of the Immigration and Nationality Act, title 22, sectior 
11.17 of the Code of Federal Regulations states that every alien shall be presumed 
be an immigrant until he shall establish to the satisf 
cer that he is properly classifiable wlthin a nonimmigra ategory. As you 
ild be going to the United States for the purpose of marriage, it is not probable 
t you could qualify as a nonimmigrant 
However, you may if you otherwise qualify under the Immigration and Nation- 
ty Act, enter the United States as (1) a quota immigrant or (2) a nonquota 





‘tion of the cor ilar 
‘¥ 





migrant. (1) You may apply at this office for registration on the quota wait 

g list. There is attached an information sheet explaining the different quota 
preferences under the quota of 185 vearly for Japan. There is, of course, no 
ssurance that a quota visa can be issued in the near future and there will prob- 

b bly be an indefinite waiting period 2) A United States citizen may petitior 
; for nonquota immigrant status for an alien spouse. In other words, if your 


fiance returns to Japan and marries you he may submit form I-133, Petition by 

; United States Citizen for Issuance of Immigrant Visa, to the Immigration and 

Naturalization Service for approval. There 

leseribing in detail the marriage procedures in Japan 
Very truly yours, 


is enclosed an information sheet 


MARGUERITE G. WHITEHEAD, 
American Vice Consul. 


5 Upon consideration of all the facts in this case, the committee is of 
the opinion that H. R. 6647 should be enacted and accordingly recom- 
mends that the bill do pass. 
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MRS. HOOEY SHEE ENG 


H 5, 1954.—Committed to the Committee of the Whole House and ordered 
to be prin ed 


Water, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany H. R. 6754] 


The Committee on the Judiciary to whom was referred the bill 
H. R. 6754) for the relief of Mrs. Hooey Shee Eng, having considered 
the same, report favorably thereon without amendment and recom- 
mend that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of this bill is to grant nonquota status, as a returning 
esident alien, to the Chinese mother of citizens of the United States. 


GENERAL INFORMATION 


\Irs. Hooey Shee Eng, the beneficiary of this bill, is a 56-year-old 
native and citizen of China, who resided in the United States from 
922 until 1936 when she returned to China with her husband, who 
died in 1943. Mrs. Eng’s eight United States citizen children all 
reside in this country. Two of her sons are honorably discharged 
veterans and one son is presently serving in the United States Armed 
Forces. 

The pertinent facts in this case are contained in a letter dated 
January 4, 1954, from the Commissioner, Immigration and Naturali- 
zation Service, to the chairman of the Committee on the Judiciary. 
The said letter, and accompanying memorandum, reads as follows: 


12007 


2 MRS. HOOEY SHEE ENG 


IMMIGRATION AND NATURALIZATION SERVICE, 


Hon. CHAUNCEY \\ REED, 


Stassss af Menceuadation Weshiaies 06 DD. 4 


Dear Mr. CHAIRMAN: In response to your request of the Department of 





for areport1 itive to the bill (H. R. 6754) for the relief of Mrs. Hooev She 

there atta 1 a memorandum of information concerning the benef 

a memorand has been prepared from the Immigration and Natur: | 

Ser f ela r to the beneficiary by N York, N Y., office s} 

© ce, en he tody of the I Ss, a 
I} il] pre that, for the purpose of the Immigration and Nat rec 





A. R. Mackey, Comn 


\ieMORANDUM OF INFORMATION FROM IMMIGRATION AND NATURALI 
Service Finks Re Hoory SHee bnNG, BeENericiary or H. R. 67 





Hooey Shee Eng is a native and citizen of China, born 1897 in Tai Ho 
Sun, Kwantuns She entered the United States in 1922, gave birth to 
ren, and in Sey ‘ f 19 ! d to China, and des in H K 
pre t The benificiary’s vaand died in 1943 in China. She ha 
rel Ives 1 ae | (hina A regoll g into ‘ Vas Up} 
Hing Eng—elde on of the | eficiary 

The sponsor stated that he was born in Norfolk, Va., on May 2, 192: 
resided in the United State il August 1936, wh he returned to (C} 
his family He returned to e United States in 1 441, entered the | ite 
Army in 1943, and was honorably discherged in January 1946 He gra ' 
from Virginia Polytechnic Institute in June 1951 and is presently empk 
Howard Ne dles, Pamn ! ‘ Berge aori, Cous It LY ¢ piceers, at dv pe 
His assets consist of $500 in cash a $1,000 in personal effects 

I addition to the spo ) the beneficiary’ ‘hildren are: Fook Long ] 
Fook He ing, 27, Gim Gee Eng, 27, Bo-Gee Eng, 25, Fook Young ] 2] 
Len Eng, 20, and Thew Fone Eng, 17, all native-born citiz 

The sponsor stated that the beneficiarv’s eight children will cont: 
support and will guarantee that she will never become a public charge 


Mr. Hardy, the author of this bill, submitted the following lett 
support of his measure. 


House oF REPRESENTATIV!I 
Washington, D. , July 31 
Hon. Cuauncey W. REED, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington 25, D. ¢ 


Dear Mr. CuarrMan: I have today introduced H. R. 6754, a bill for the 
of Mrs Hooey Shee Eng. 

The information which IT have concerning this matter is as follows: I 
1920 Eng Shew, the husband ( f Mr Hooey Shee Eng, entered the Unite 5 
and about 3 years later was joined by Mrs. Hooey Shee Eng. Between the 
Mrs. Eng entered the country and the time of her departure in 1936, they 
in Norfolk, Va., and operated the Oriental Restaurant. They had eight ch 
born in the United States. At the time of their departure in 1936 they took t 
eight children with them. All of the children have now returned to the I 
States, and in 1943 two of the sons were drafted into the Armed Forces. On 
the sons served with the 36th Division in Europe, and earned the Purple H 


for his services (nother son was attached to the 28th Division and serv: 
the German border, was subsequently injured and evacuated to Belgium, E1 
and then to the United States At the present a third son is serving ir 


Force 

In 1943 Mrs. Eng’s husband died and since that time the children hav 
attempting to have her admitted to the United States. Since she lived 
United States for approximately 13 years, and since she is now alone in ‘ 





MRS. HOOEY SHEE ENG 3 


separated from her children, I believe preferential admission of her at this 
warrants consideration. 

is understood that she could file for admission as the mother of American 
ns, but she is now 57 years of age and has been told that a considerable period 
me will elapse before she could gain admission to the United States. I 
efore hope that the committee may find it appropriate to approve this 
lation. 

Sincerely, 
PortTeR Harpy, Jr. 


Upon consideration of all the facts in this case, the committee is of 
the opinion that H. R. 6754 should be enacted and accordingly 
ecommends that the bill do pass. 
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2d Session ‘ Ul No. 1316 


THERESE BOEHNER SOISSON 


Marcu 5, 1954.—Committed to the Committee of the Whole House and ordered 


to be printed 


Mr. Wavrer, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany H. R. 7452] 


The Committee on the Judiciary, to whom was referred the bill 
(H. R. 7452) for the relief of Therese Boehner Soisson, having con- 


sidered the same, reports favorably thereon without amendment and 
recommends that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of this bill is to waive an excluding clause of our 
immigration laws, concerning the commission of a crime involving 
moral turpitude, in behalf of the wife of a citizen of the United 
States. 

GENERAL INFORMATION 


The beneficiary of this bill is a 26-vear-old native and citizen of 
Germany who is presently residing in Canada, where she was married 
to Sgt. James A. Soisson on January 8, 1953. Mrs. Soisson is ineligible 
for admission into the United States because of her conviction in 
Germany in 1948 for falsifying a food-ration card and an employment 
card, 

Certain pertinent facts in this case are contained in the following 
letter from the Director, Visa Office, Department of State, dated 
February 17, 1954, tothe chairman of the Committee on the Judiciary: 

FEBRUARY 17, 1954. 
In reply refer to VO 150 Soisson, Therese B. 
Hon. CHauNncey W. REeEp, 


Chairman, Committee on the Judiciary, 
House of Representatives. 

My Dear Mr. Reep: Further reference is made to your letter of January 29, 
1954, transmitting for the comments of the Department copies of H. R. 7452, 
for the relief of Therese Boehner Soisson. 

42007 
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The Department has received a report from the American Consulate General at 
Toronto wherein it is stated that Mrs. Soisson was convicted on June 16, 1948. 
of falsification of documents, in violation of section 267 of the German Crimina| 
Code, by the Lower Court at Nurnberg. A conviction under section 267 of the 
German Criminal Code constitutes a conviction of a crime involving mora] 
turpitude within the meaning of section 212 (a) (9) of the Immigration and 
Nationality Act. This provision of law renders ineligible to receive visas and 
excludable from admission into the United States aliens who have been convicted 
of, or admit having committed, a crime involving moral turpitude. 

In the light of the information presently available to the Department, the 
alien appears to be eligible to receive an immigrant visa, except for the grounds of 
ineligibility stated above. However, it should be borne in mind that any other 
ground of ineligibility which may come to light prior to visa issuance would 
preclude Mrs. Soisson from receiving a visa. 

Sincerely yours, 
Epwarp 8S. MAneEy, 
Director, Visa Office 
(For the Acting Secretary of State). 


a 


Mr. Graham, the author of this bill, appeared before the Committee 
on the Judiciary and recommended the enactment of his measure. 
In support of the bill Mr. Graham submitted a letter from the husband 
of the beneficiary of this bill, and a copy of the court record concerning 
the crime for which Mrs. Soisson is excluded. They read as follows: 


630TH QUARTERMASTER GRAVES REGISTRATION CoMPANYy, 
Fort Lee, Va., November 3, 1953. 
Hon. Lovts GRAHAM, 
House of Representatives, 
New House Office Building, 
Washington, D. C. 

Dear Mr. Granam: I am in receipt of your letter of October 26, pertaining to 
the immigration of my wife, Therese Soisson, a German national. 

On January 8, 1953, I was married in Toronto, Canada. I made application 
for my wife to be admitted to the United States as a nonquota immigrant. After 
making application for immigration, I received word from the Immigration and 
Naturalization Office in Baltimore, Md., that my application had been tentatively 
approved. Subsequent to this date, I received word from the American consulate 
in Toronto, Canada, that my wife was barred from immigration by virtue of the 
provision of section 212 (a) (9) of the Immigration and Naturalization Act 
(Public Law 414, 82d Cong.). Apparently the consul’s decision was based upon 
a conviction in a German court for making improper entries on a ration card. 
A copy of said sentence and proceedings is being enclosed herein. 

As you will notice from the sentence of the German court, the court itself did 
not anticipate that this conviction would bar my wife from immigration. It is 
entirely possible that had they known such a result would be reached, they would 
have found her guilty of some lesser offense which could not possibly be construed 
to involve moral turpitude. I am of the opinion that this conviction based upon 
the facts as set forth in the sentence of the court does not involve moral turpitude 
Therefore, it is requested that you submit the sentence to the Department of 
Justice, or such other office as may be appropriate for an opinion as to whether this 
sentence does, in fact, involve moral turpitude within the meaning of section 
212 (a) (9) of the Immigration and Naturalization Act. 

If the Department of Justice or the Attorney General or another appropriate 
agency should construe this offense as not involving moral turpitude, I am of the 
opinion that my wife would be eligible for immediate entry. However, in the event 
that this should not be true or they did not construe the sentence as not involving 
moral turpitude, it is requested that you advise me as to what other steps I might 
take in lieu of a private bill in Congress to have my wife admitted to the United 
States without further delay. 

Any information you could give me on the above matters will be greatly 
appreciated. I am, of course, anxious to have this matter processed prior to the 
time that my wife’s Canadian visa expires. 

With best wishes. 

Sincerely yours, 
James A. Sorsson, Sergeant, RA13290131. 
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THERESE BOEHNER SOISSON 


(Translation] 
No.: DS 304/48 
» sentence is valid in law and to be executed. Nurenberg, September 7, 1948 
Weigel, Justizoberinspektor 
SENTENCE 


In the name of the law. 


In a public session on June 16, 1948, in its proceedings against Boehner, Therese, 
orn May 21, 1927 at Nurenberg, single, office clerk, residing at Nurenberg, 
188/III Sehnieglingerstrasse, for falsification of documents, the Magistrate Court 
{mtsgericht) at Nurenberg represented by 
(1) Amtsgerichtsrat Dr. Wilhelm, Judge in charge 
(2) Staatsanwalt Poten, representative of the State Attorney’s Office 
(3) Justizangestellter Stiegler, assistant registrar 
finds the accused guilty of the charge of continuous offense of falsification of 
documents according to paragraph 267 of the German Criminal Code. 
Instead of an imprisonment of 30 days, the accused is sentenced to pay a fine 
of RM 300—as well as the cost of the procedure. 


REASONS 


Since the termination of the war the accused has not been employed, and con- 
sequently her proof of employment card did not bear an employer’s stamp and 
signature entitling her to receive food ration tickets. 

In order to obtain these food ration tickets in spite of existing regulations she 
stamped her proof of employment card with the stamp of her uncle, owner of a 
lairy shop at 114 Schnieglingerstrasse, Nurenberg, and forged his signature 
thereto. The entries on the proof of employment card from the 93d to the 112th 
food rationing period were made by the accused. 

According to the court these facts were confirmed by the accused’s own state- 
ments and the reliable statements of the witnesses Alfred Back and Karl Baer. 

The accused was found guilty for an offense of falsification of documents accord- 
ing to paragraph 267 of the Criminal Code, since she prepared a forged document 
in order to deceive in legal transactions. 

Settling the punishment the court recognized to the disadvantage of the accused, 
that as a matter of principle severe punishment has to be pronounced in order to 
protect a document against abuse in legal transactions. In favor of the accused 
the court recognized that she has had no previous convictions and that she will- 
fully confessed to the subject-crime. ‘The accused did not forge her proof of 
employment card in order to circumvent employment, since she would bave been 
exemptible from employment upon an orderly application to the labor office, 
inasmveh as both parents were employed. 

Since the accused was not punished b:zfore, and the fact that she wants to 
immigrate to the United States the court holds that the purpose of the punish- 
ment 1s reached by a fine of RM 300—instead of 30 days’ imprisonment according 
to paragraph 267 of the Criminal Code. 

Cost of proceedings: Paragraph 464 and 465 of StPO (Crim. Proc. Code) 
THe Maaristrate Court, 
[STAMP] s. Dr. WILHELM, 
Amtsgerichtsrat. 

True copy certified: 

THE REGISTRAR OF THE NURENBERG 
MAGISTRATE COURT 

[STAMP] s. HOELLERER, J uslizinspektor. 

This is a certified true translation of the original German document. 

JAMES P. PARKER, 
United States Vice Consul. 


Upon consideration of all the facts in this case, the committee is of 
the opinion that H. R. 7452 should be enacted and accordingly recom- 
mends that the bill do pass. 

O 
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Id Session J U No. 1317 


DEPARTMENT OF LABOR 


Mexican Farm Laspor PrRoGRAM 


\larcu 5, 1954.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 


Mr. Bussey, from the Committee on Appropriations, submitted the 


following 


REPORT 


[To accompany H. J. Res. 461] 


The Committee on Appropriations, to which was referred House 
Joint Resolution No. 461, reports the same to the House with the 
recommendation that the joint resolution be agreed to. 

This resolution provides an additional amount of $478,000 for the 
operation of the Mexican Farm Labor Program. The Labor, Health, 
Education, and Welfare Appropriation Act, 1954, included $1,250,000 
for this program. This amount was to provide $1,150,000 for opera- 
tion of the program for approximately 6 months and $100,000 for 
liquidation of the program should the agreement with Mexico, which 
expired December 31, 1953, fail to be renewed. Since this agreement 
has not been renewed, the program has been in liquidation and only 
a small core of personnel is currently on the payroll. 

House Joint Resolution 355, which has now passed both the House 
of Representatives and the Senate, provides for the operation of the 
Mexican Farm Labor Program either under an agreement with Mexico 
or unilaterally by the United States. The Department of Labor has 
only enough funds to pay the salaries of the staff they now have 
through March 12 and no funds with which to start actual program 
operations. 








Z MEXICAN FARM LABOR PROGRAM 


As soon as it became evident, by action on House Joint Resolution 
355, that it was the desire of a large majority of the Congress that 
this program be reinstituted, the committee held hearings on the 
Department of Labor’s request for $550,000 included in House 
Document No. 308. As a result of these hearings it was determined 
that the officials of the Department believed they could administer 
the program for the remainder of the fiscal year 1954 with $478,000, 
a reduction of $72,000 from the request submitted about one month 
earlier and the exact amount recommended by the committee to be 


appropriated. 











ssp Coneress | HOUSE OF REPRESENTATIVES § REpPorT 
2d Session \ 1 No. 1318 


REQUESTING AMERICAN CHURCHES AND SYNAGOGUES TO GIVI 
SPECIAL PRAYERS ON APRIL 18 (EASTER AND THE PASSOVER 
FOR DELIVERANCE OF THOSE BEHIND THE IRON CURTAIN 


Marcu 5, 1954.—Referred to the House Calendar and ordered to be printed 


Mr. Curtis of Massachusetts, from the Committee on the Judiciary, 
submitted the following 


REPORT 


[To accompany S. Con. Res. 63] 


The Committee on the Judiciary, to whom was referred the Senate 
concurrent resolution (S. Con. Res. 63) requesting American churches 
and synagogues to give special prayers on April 18 (Easter and the 
Passover) for deliverance of those behind the Iron Curtain, having 
considered the same, report favorably thereon with amendments and 
recommend that the Senate concurrent resolution do pass. 

The amendments are as follows: 

Amendment No. 1: On page 1, line 2, after the word ‘‘Congress’”’ 
strike ‘‘reverently requests’ and insert in lieu thereof “respectfully 
suggests that’’. 

Amendment No. 2: On page 2, line 1, after the word ‘“ America” 
strike the word “‘to’’. 

Amendment No. 3: On page 2, line 6, strike the word “fashion” 
and insert in lieu thereof “‘way’’. 

And amend title to read: 

A bill requesting American churches and synagogues to give special prayers 
on April 18 (Easter and the Passover) for deliverance of those behind the Tron 
Curtain. 

PURPOSE OF THE AMENDMENTS 


These are merely perfecting amendments as to language. 


STATEMENT 


This resolution gives further recognition by Congress to the plight 
of those peoples living under the iron heel of Communist tyranny 
behind the Iron Curtain. It emphasizes their deprivation of one 
of the fundamental freedoms granted in the American Bill of Rights, 
the right to freedom of religion. 

42000 
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This resolution will receive the heartfelt approval of those millior 
of American citizens wl.o sympathize with the plight of these peopl 
and resent especially t injustice to them resulting from the denial] 
of freedom of re! 

At the same time may furnish a measure of encouragement a 
hope to those behin e Jron Curtain who will perhaps be enablk 
to learn of th action taken hy the Congress of the United States 
ill be in accord with the recent mi ssavt 
of the Preside nt of the’ United States as to the observance of Ma 


Passage of this 


5, 1954, on which “‘the hosts of people who take part 1n this W 
Day of Prayet ure seeKIng the help ol the Almighty toward the Os 


of peace, toward the triumph ol freedom and the unity of men 


This resolution was introduced by Senators Leverett 
and John F. Ken ly of Massacl 
Smith of New Jers¢ \ 

In introducing this resolution on February 19, 
Saltonstall said on the floor of the Senate: 


1usetts, and Senator 


in Budapest, Hung: 


nee pri 


all fait! 














p Congress (| HOUSE OF REPRESENTATIVES § Report 
2d Session j No. 1319 


CONSIDERATION OF HOUSE JOINT RESOLUTION 461 


Marcu 5, 1954 


Mr. AtueN of Illinois, from the Committee on Rules, submitted the 


following 
REPORT 
{To accompany H. R 


The Committee on Rules, having had under consideration House 
Resolution 464, report the same to the House with the recommenda 
tion that the resolution do pass 
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83p Congress (| HOUSE OF REPRESENTATIVES REPoRT 
Id Session j No. 1321 


ZDZISLAW (JERZY) JAZWINSKI 





Marcu 8, 1954 Committed to the Committee of the Whole House and ordered 
to be printed 


Miss THompson of Michigan, from the Committee on the Judiciary, 
submitted the following 


REPORT 


[To accompany H. R. 6563) 


The Committee on the Judiciary, to whom was referred the bill 
H. R. 6563) for the relief of Zdzislaw (Jerzy) Jazwinski, having con- 
sidered the same, report favorably thereon with amendment and 
recommend that the bill do pass. 

The amendment is as follows: 

On line 10, after the words “from the United States.’”’ add the 
following: 
Upon the granting of permanent residence to such alien as provided for in this 
Act, the Secretary of State shall instruct the proper quota-control officer to 
deduct one number from the appropriate quota for the first year that such quota 
is available. 

PURPOSE OF THE BILL 


The purpose of this bill, as amended, is to grant the status of 
permanent residence in the United States to Zdzislaw (Jerzy) Jaz- 
winski, a native and citizen of Poland. The bill also provides for the 
payment of the required visa fee and for an appropriate quota deduc- 
tion. The bill has been amended in accordance with established 
precedents. 

GENERAL INFORMATION 


This is the case of the second young Polish airman who flew a 
Soviet-made MIG plane from an air force base in Poland to the 
Island of Bornholm, Denmark, a little time after another flyer 
(Franciszek Jarecki, for whose benefit Private Law 109, 83d Cong. 
was enacted) performed exactly the same act of courage. 

The pertinent facts in this case are contained in a letter from 
the Commissioner, Immigration and Naturalization Service, to the 
chairman of the Committee on the Judiciary, dated February 15, 
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1954. ~The said letter, and accompanying memorandum, reads ag 
follows: 
Unitep States DEPARTMENT OF JUSTICE, 
IMMIGRATION AND NATURALIZATION SERVICE, 
Washington, D. C., February 15, 1954. 
Hon. Cnoauncry W. REEp, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington, Dut. 

Dear Mr. CuarrMAN: In response to your request of the Department of Justice 
for a report relative to the bills (H. R. 6563 and H. R. 6564) for the relief of 
Zdzislaw (Jerzy) Jazwinski, there is attached a memorandum of information 
concerning the beneficiary. This memorandum has been prepared from the 
Immigration and Naturalization Service file relating to the beneficiary by the 
Washington field office of this Service, which has custody of these files. 

The bill will grant the alien the status of a permanent resident of the United 
States as of the date of the enactment of this act and provide that his past mem- 
bership in the classes defined in section 212 (a) (28) of the Immigration and 
Nationality Act shall not hereafter be a cause for his exclusion from the United 
States. 

The beneficiary is chargeable to the quota of Poland. 

Sincerely, 
ArGYLE R. Mackey, Commissioner. 


MEMORANDUM OF INFORMATION FROM IMMIGRATION AND NATURALIZATION SERVICE 
FILES RE ZDZISLAW (JERZY) JAZWINSKI, BENEFICIARY OF H. R,. 6563 AND H, R, 
6564 


The beneficiary, Zdzislaw (Jerzy) Jazwinski, a Polish subject, was born in 
Warsaw, Poland, on April 13, 1931. His last residence abroad was with the 
Polish Air Force, Warsaw, Poland. The beneficiary entered at New York, N. Y,, 
on July 11, 1953, when he was paroled into the United States under authority of 
section 212 (d) (5) of the Immigration and Nationality Act of 1952. 

The beneficiary graduated from high school in Warsaw, Poland. He entered 
the Polish Air Force as a cadet in July 1951. After training he was promoted to 
warrant officer, and later promoted to second lieutenant. He became a fighter 
pilot and flight leader with a fighter squadron. 

On May 20, 1953, he made his escape from Poland by flying a MIG jet plane 
from his base at Mabork to Bornholm Island, Denmark. He was taken into 
custody in Denmark, but later released. 

The beneficiary claims that he has never been a member of the Communist 

Party in Poland. He asserts that he left Poland because he was dissatisfied with 
the Red rule there, and that when he joined the Polish Air Force he determined 
that he was going to make his escape. 
D During his stay in the United States, the beneficiary has been attending night 
school. He is desirous of getting into the United States Air Force. The bene- 
ficiary has been touring various Air Force installations throughout the United 
States. He has also been very active under the auspices of the Polish American 
Congress, traveling to various meetings and speaking in support of our democratic 
way of life, as opposed to the Communists’. 

The beneficiary is unmarried. His parents, who are Polish nationals, reside in 
Poland 

Mr. O’Konski, the author of a similar bill (H. R. 6564), also urged 
the favorable consideration of this case. 

At the present time the beneficiary is attending Alliance College 
at Cambridge Springs, Pa. 

Upon consideration of all the facts in this case, the committee 
is of the opinion that H. R. 6563, as amended, should be enacted 
and accordingly recommends that the bill do pass. 
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937, CONGRESS t HOUSE OF REPRESENTATIVES § REPoRT 
2d Session Ul No. 1322 


GRANLING. THE STATUS OF PERMANENT RESIDENCE TO 
CERTAIN ALIENS 


Marcu 8, 1954.—Committed to the Committee of the Whole House and ordered 
to be printed 


r. Water, from the Committee on the Judiciary, submitted the 
following 


REPORT 
[To accompany H. J. Res. 455] 


The Committee on the Judiciary, to whom was referred the joint 
resolution (H.J. Res. 455) granting the status of permanent residence to 


certain aliens, having considered the same, report favorably thereon 
without amendment and recommend that the joint resolution do pass. 


PURPOSE OF THE JOINT RESOLUTION 


The purpose of the joint resolution is to grant permanent residence 
in the United States to 47 aliens, upon the payment of the required 
fee of $18, in accordance with the provisions of section 244 (d) of the 
Immigration and Nationality Act (66 Stat. 216-217; 8 U. S. C. 
1254 (d)). 

GENERAL INFORMATION 


Eleven of the aliens named in House Joint Resolution 455 applied 
for and were granted suspension of de portation under the provisions 
of section 19 (c) of the act of February 5, 1917, as amended (54 Stat. 
671; 56 Stat. 1044; 62 Stat. 1206), while the remaining 46 aliens named 
therein were determined by the Attorney General to be eligible for 
permanent residence in the United States under the provisions of 
section 4 of the Displaced Persons Act of 1948, as amended (62 Stat. 
1011; 64 Stat. 219). 

Section 19 (c) of the 1917 law, supra, provided in substance that 
the Attorney General may suspend deportation and adjust the im- 
migration status in the United States of certain deportable aliens. 
Under this provision of the law, aliens subject to deportation on the 
so-called technical charges may have their deportation suspended for 


42006 





2 GRANT STATUS OF PERMANENT RESIDEN( E TO CERTAIN ALIENS 


months if thev are persons of cood moral character and if 
deportation would result in a serious economic detriment to a citi 
of the United States or legally resident alien, who is the spouse, pa 

ninor child of such deportable aliens. This privilege does not 

favor Ol persons subject to deportation for the serious causes su 
as on the eround ol being a political undesirable, a narcotic 
violator, a criminal, an immoral person, ete 


Section 4 of the 1948 law, as amended in 1959, supra, has autho | 


the cranting of the status of permanent residence in the United States 
; 


to a limited number (15,000) of “displaced persons residing in 
United States” who establish that they meet several specific require- 
ments such as (1) lawful entry into this country as a nonimmigrant 
under section 3, or as a student under subsection 4 (e) of the Immigra- 
tion Act of 1924, as amended, and (2) displacement from the country of 
their birth or nationality or of their last residence as the result of 
events subst q rent to the outbreak of World War II, and 5) inabil \ 
to return to anv of such countries because of persecution or fear of 
persec ition on account of race, ré livion, or political opinion. 

Under both statutes sun marized above, the Attorney General’s 
adjudication in the cases of aliens apply ing for relief thereunder is not 
final \ record of 
in the United States may not be created unless, pursuant to 
\ttorney General’s report on all the pertinent facts involved in each 
case, the Congress passes a concurrent resolution stating in substance 
that it favors the granting of relief to the alien. 

Aeain under both statutes, the Congress may pass such concurrent 
resolution either during the session of Congress at which the case was 
reported by the Attorney General, or during the session next following. 
The payment by the alien of a fee of $18 is an additional statutory 
requirement to be complied with before a record of his entry for 
permanent residence in the United States is created. 

in the course of the years 1951 and 1952, the Attorney General 
referred to the Congress several cases of aliens which, in the opinion of 
the Committees on the Judiciary of the House and of the Senate, 
required the submission of additional evidence and the holding of 
hearings before a determination could be made as to whether or not 
the case merits congressional approval. In each case included in 
this joint resolution an additional check has been made to determine 
whether or not the alien (a) has met the requirements of the law, (6) is 
of good moral character, (c) is possessed of strong equities which would 
warrant the granting of the status of permanent residence, and (d) his 
residence in the United States would not be contrary to the public 
interest. 

Since the two sessions of Congress in which the Attorney General’s 
recommendation could be confirmed through the passage of a con- 
current resolution have lapsed, it is necessary to take action through 
the passage of a joint resolution, giving it the effect of a private law, 
granting to each of the aliens named in this measure the privilege to 
reside permanently in the United States, such residence commencing 
on the enactment date of this legislation. 

The committee, after careful consideration of all the facts in each 
case referred to in the joint resolution (H. J. Res. 455) recommends 
that the joint resolution do pass. 
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831 CONGRESS ) S Report 
2] Session No. 1323 


AMENDING THE REFUGEE RELIEF ACT 


Marca 8, 1954.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 


Mr. WALTER, from the Committee on the Judiciary, submitted the 
following 


REPORT 
{To accompany H. R. 8193] 


The Committee on the Judiciary, to whom was referred the bill 
(H. R. 8193) to amend the Refugee Relief Act of 1953 having con- 
sidered the same, report favorably thereon without amendment and 
recommend that the bill do pass. 


PURPOSE OF THE BILL 


The bill proposes to make the existing allotments of special non- 
quota visas for Italian, Greek, and Dutch nationals under the Refugée 
Relief Act of 1953 available to applicants of either the refugee or 
relative preference group according to current demand; it provides 
for exemption from the requirement of certificates of readmission in 
the cases of eligible orphans; and permits refugees within the United 
States who would fear persecution on return to the country of birth, 
nationality and last residence, as well as a small group of aliens brought 
from other American republics for internment, to apply for adjustment 
of status prior to July 1, 1955. 


GENERAL INFORMATION 


Operations under the Refugee Relief Act of 1953 ' were inaugurated 
on December 4, 1953, with the issuance of the first “relative prefer- 
ence” visas in Italy and Greece. 

The keen interest evidenced in the opportunity provided through 
this medium for the uniting of families is best set forth in statistical 
data submitted to the committee by the Visa Office of the Department 
of State, indicating that (as of February 27, 1954) 2,815 approved 
“relative preference” petitions are already recorded for Greek bene- 


1 See appendix, 
42006. 





- AMENDING THE REFUGEE RELIEF ACT 


ficiaries, while such petitions approved for Italian nationals numbe; 
38,264. 

This registered demand far exceeds the apportionment for such 
relatives under the Refugee Relief Act of 1953. On the other hand 
the committee found that the allocations of 45,000 visas for Italigy 
refugees and 15,000 for Greek refugees remain undersubscribed at this 
time. It appears to the committee highly desirable to bring this 
situation into better balance and an arrangement to achieve bilateral] 
availability of numbers for persons in the three ethnic groups would 
appear to accomplish this purpose. 

Conversely, the demand for “relative preferences’? under th, 
Netherlands allotment is very small, only 385 approved petitions 
being recorded for such nationals. A _ bilateral arrangement 
permit a greater apportionment of these numbers to Dutch refugees 
from Indonesia and from the 1953 flood disaster would seem desirab|e 
here. 

In the course of the hearings before the Subcommittee No. 1 of th: 
Committee on the Judiciary on the proposed amendment of th 
Refugee Relief Act of 1953, it was ascertained that certain impedi- 
ments in the way of issuance of visas to otherwise eligible orphans 
(under 10 years of age) would be removed through the deletion of 
the requirement for possession of certificates of readmission guarantee- 
ing acceptance by the country of emigration in accordance wit! 
section 7 (d) (2) of the act. 

The proposed amendment of section 6 of the Refugee Relief Act of 
1953 would permit adjustment of status in the case of the alien who 
fled a country dominated by a government practicing persecution 
after the fall of the preceding regime, as well as the alien, who, having 
effected his departure from those lands in happier days, now faces 
with dread the possibility of return to the country of his birth o1 
nationality or last residence, because of fear of persecution in any of 
these countries. 

Adjustment of status is also made available to a small group (ap- 
proximately 97 persons) of Japanese nationals who were brought to 
the United States from Peru in 1942, at the request of the United 
States Government, for the purpose of internment and whose return 
to their former place of abode has not been possible. The following 
statement relating to the disposition of these cases has been submitted 
by the Commissioner of Immigration and Naturalization: 

With reference to H. R. 7475 introduced by Mr. Graham, chairman of the 
subcommittee, and House Joint Resolution 303 introduced by Mr. Hand, ther 
is furnished the following information concerning the Peruvian Japanese whi 


were brought to the United States for internment by the Department of Stat 
during World War II: 


Approximate number of Peruvian Japanese brought to the United States_ 1 


tepatriated to Japan (voluntarily) 
Repatriated to Peru 

Deceased 

Miscellaneous closed cases 


Residing in the United States 


Under orders of deportation 

Suspension cases pending before Congress 

Suspension cases approved by concurrent resolutions 

Approved suspension cases where records of lawful entry have been 
created 

Suspension case, not approved - - - 
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The remaining Peruvian Japanese have not been removed from the United 
States because of our inability to effect their repatriation to Peru. We have 
been pressing the Department of State for a decision in this matter for many 
years, and on January 25, 1952, a list of the Peruvian Japanese who were brought 
to the United States for internment by the Department of State and who, 
according to our records, are still in the United States, was furnished to the 
Department of State for presentation to the Prisoner of War Committee in Geneva, 
Switzerland. Information was received in May 1952 which indicated that the 
entire matter Was again taken up orally with the Minister of Peru, and although 
there was some indication that the Peruvian Government intended to restudy 
the problem and to formulate a set of conditions under which Peruvian Japanese 
vould be able to return to Peru, no decision has been received by the Department 
f State. 

On December 8, 1952, the matter was again referred to the Department of 
State. We were advised that the return of the Peruvian Japanese to Peru was 
very doubtful. It was stated that the Peruvian Government would not give 
the Department of State an outright declination, but the reply received was 
similar to that mentioned in previous communications, in that ‘the matter of 
the Peruvian Japanese is still receiving study and consideration.” 

In view of the foregoing, I doubt very much whether permission will ever be 
granted to return the remaining 97 Peruvian Japanese to Peru. 


Letter of February 9, 1954, addressed to the chairman of the 
Judiciary Committee by the Assistant Secretary of State follows: 


DEPARTMENT OF STATE, 
Washington, February 9, 1954. 
Hon. Coauncey W. ReeEp, 
Chairman, Committee on the Judiciary, 
House of Representatives 


My Dear Mr. ReEeEp: Further reference is made to your letter of January 27, 
1954, transmitting for the comment of the Department of State copies of H. R. 
7475, to amend the Refugee Relief Act of 1953. 

The Department of State recommends the enactment of H. R. 7475 with the 
following changes and additions: 

|. Delete the word “‘unused”’ in line 5. 

2. In addition to deleting the words “because of events which have occurred 
subsequent to his entry into the United States” from the first sentence of section 
6 of the Refugee Relief Act of 1953, it is suggested that the cutoff date of July 1, 
1953, specified in the first sentence of section 6 of the act, be changed to January 
1, 1954. 

3. In the first sentence of section 6 of the Refugee Relief Act of 1953, insert 
it the appropriate place the words ‘‘natural calamity” and ‘‘ military operations”, 
thereby providing two additional reasons for the alien’s inability to return to 
the country of his birth, or nationality, or last residence. 

If these latter two amendments are acceptable to your committee and are 
enacted by the Congress, the first sentence of section 6 of the Refugee Relief 
\ct of 1953 would read as follows: 

“Sec. 6. Any alien who establishes that prior to January 1, 1954, he lawfully 
entered the United States as a bona fide nonimmigrant and that he is unable to 
return to the country of his birth, or nationality, or last residence, becsuce of 
persecution or fear of persecution on account of race, religion, or political opinion, 
or because of a natural calamity or military operations, may, within one year 
after the effective date of this Act, apply to the Attorney General of the United 
States for an adjustment of his immigration status.” 

In view of the urgency of this matter, this report has not been cleared with 
the Bureau of the Budget, to which copies are being sent. 

Sincerely yours, 

For the Acting Secretary of State: 

Turuston B. Morton, Assistant Secretary. 


Consideration was given to the amendments suggested by the 
Department of State in this communication and the Committee 
agreed to delete the word “‘unused”’ appearing before “allotments of 
visas” in section 1 of H. R. 7475, since, it appears, this was susceptible 
of misinterpretation. The proposal to extend the admission date to 
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January 1, 1954, however, was believed to be in conflict with othe 
residential requirements of section 6; and insofar as the third proposal] 
was concerned, the Committee adhered to the view that persecution 
or fear of persecution should remain the sole grounds on which thy 
alien’s inability to return to his country of birth, nationality and 
last residence should be based. 
Following the conclusion of the hearings on the bill, H. R. 74 
a new bill, H. R. 8193 was drawn, incorporating the amendments 
adopted by the committee, which is now recommended to the House 
for enactment. 
CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the House of Repre- 
sentatives, there is printed below in roman existing law in which no 
change is proposed by enactment of the bill here reported; matter 
proposed to be stricken is enclosed in black brackets; new language is 
printed in italics: 


ALLOCATION OF SPECIAL NONQUOTA VISAS 


Sec. 4. (a) Special nonquota immigrant visas authorized to be issued 
section 3 of this Act shall be allotted as follows: 

(1) Not to exceed fifty-five thousand visas to German expellees residir 
the area of the German Federal Republic or in the western sectors of Berlir 
Austria: Provided, That the visas issued under this paragraph shall be issued 
in the German Federal Republic or in the western sector of Berlin or in Aust: 

(2) Not to exceed thirty-five thousand visas to escapees residing in the area 
the German Federal Republic or the western sectors of Berlin or in Au 
Provided, That the visas issued under this paragraph shall be issued only 
German Federal Republic or in the western sector of Berlin or in Austria 

(3) Not to exceed ten thousand visas to escapees residing within the Europea: 
continental limits of the member nations of the North Atlantic Treaty Organi 
tion or in Turkey, Sweden, Iran, or in the Free Territory of Trieste and whi 
not nationals of the area in which they reside: Provided, That such visas shall 
issued only in the area or areas mentioned in this paragraph. 

(4) Not to exceed two thousand visas to refugees who (a) during World War | 
were members of the armed forces of the Republic of Poland, (b) were honora!| 
discharged from such forces, (c) reside on the date of the enactment of this A I 
in the British Isles, and (d) have not acquired British citizenship. 

(5) Not to exceed forty-five thousand visas to refugees of Italian ethnic origir 
residing on the date of the enactment of this Act in Italy or in the Free Territor 
of Trieste: Provided, That such visas shall be issued only in the area or area 
mentioned in this paragraph. 

(6) Not to exceed fifteen thousand visas to persons of Italian ethnic origi 
residing on the date of the enactment of this Act in Italy or in the Free Territor 
of Trieste, who qualify under any of the preferences specified in paragraph 
(3), or (4) of seetion 203 (a) of the Immigration and Nationality Act: Prov 
That such visas shall be issued only in Italy or in the Free Territory of Triest 

(7) Not to exceed fifteen thousand visas to refugees of Greek ethnic origi 
residing on the date of the enactment of this Act in Greece: Provided, That su 
visas shall be issued only in Greece. 

(8) Not to exceed two thousand visas to persons of Greek ethnic origin, resid- 
ing on the date of the enactment of this Act in Greece, who qualify under any 
the preferences specified in paragraph (2), (3), or (4) of section 203 (a) of the 
Immigration and Nationality Act: Provided, That such visas shall be issued on! 
in Greece. 

(9) Not to exceed fifteen thousand visas to refugees of Dutch ethnic origi! 
residing on the date of the enactment of this Act in continental Netherlands 
Provided, That such visas shall be issued only in continental Netherlands 

(10) Not to exceed two thousand visas to persons of Dutch ethnic origi 
residing on the date of the enactment of this Act in continental Netherlands 
who qualify under any of the preferences specified in paragraph (2), (3) or (4 7 
of section 203 (a) of the Immigration and Nationality Act: Provided, That su 
visas shall be issued only in continental Netherlands. 
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Not to exceed two thousand visas to refugees, residing within the district 
American consular office in the Far East: Provided, That such visas shall be 
1 only in said consular office district and only to refugees who are not in- 
h the {igenous to the area described in this paragraph. 
2) Not to exceed three thousand visas to refugees, residing within the dis- 
f an American consular office in the Far East: Provided, That such visas 
all be issued only in said consular office district and only to refugees who are 
(475. ndigenous to the area described in this paragraph 
nents 3) Not to exceed two thousand visas to refugees of Chinese ethnie origin 
passports for travel to the United States are endorsed by the Chinese 
nal Government or its authorized representatives 
Not to exceed two thousand visas to refugees who on the date ot the 
tment of this Act are eligible to receive assistance from the United Nations 
ef and Works Agency for Palestine Refugees in the Near East: Provided, 
epre- [Ea That such visas shall be issued only in the area described in this paragraph. 
b) The allotments provided in subsection (a) of this section shall be available 
he issuance of immigrant visas to the spouses and unmarried sons or daughters 
der twenty-one years of age, including stepsons or stepdaughters and sons or 
age 1s jaughters adopted prior to July 1, 1953, referred to in section 3 of this Act, of 
ersons referred to in subsection (a) of this section. 
Any allotments of visas provided in paragraphs (5) and (6), paragraphs (7) 
8). and paragraphs (9) and (10 of subsection (a) of this section, shall be avail- 
aterally within each of the three ethnic groups therein defined. 


louse 


ch ho 
Latter 


ORPHANS 


Sec. 5. (a) Not to exceed four thousand special nonquota immigrants visas 

ay be issued to eligible orphans as defined in this Act who are under ten years of 

at the time the visa is issued: Provided, That not more than two such special 

juota immigrant visas may be issued to eligible orphans adopted or to be 

idopted by any one United States citizen and spouse, unless necessary to prevent 
( separation of brothers or sisters. 

b) When used in this Act the term ‘‘eligible orphan” shall mean an alien child 
ropeat who is an orphan because of the death or disappearance of both parents, or 
ganiza- ecause of abandonment or desertion by, or separation or loss from, both parents, 
vho ar » or who has only one parent due to the death or disappearance of, abandonment or 
shall be lesertion by, or separation or loss from the other parent and the remaining parent 

s incapable of providing care for such orphan and has in writing irrevocably 
War Il @& ‘eleased him for emigration and adoption; (2) (a) who has been lawfully adopted 
10rabl abroad by a United States citizen and spouse, or (b) for whom assurances, satis- 
his Act ; tactory to the consular officer to whom a visa application on behalf of the orphan 

smade, have been given by a United States citizen and spouse that if the orphan 
 origit | isadmitted into the United States they will adopt him in the United States and will 
srritory are for him properly; and (3) who is ineligible for admission into the United States 
rr areas solely because the nonpreference portion of the quota to which he would other- 

wise be chargeable is oversubscribed by applicants registered on the consular 
origin waiting list at the time his visa application is made: Provided, That no natural 
prritory parent of any eligible orphan who shall be admitted into the United States pur- 
yph (2), suant to this Act shall thereafter, by virtue of such parentage, be accorded any 
rovided right, privilege, or status under the Immigration and Nationality Act. 
Triesté c) The assurances required in this section shall be in lieu of the assurances 
> origi! required in section 7 of thisAct [.], and the provisions of section 7 (d) (2) shall not 
at suc apply to eligible orphans as defined in this section. 


1, resid ADJUSTMENT OF STATUS 
any of . 

“ “the an 6. Any alien who establishes ths at prior to July 1, 1953, he lawfully entered 
‘ed only the United States as a bona fide nonimmigrant and that [because of events which 
} liave occurred subsequent to his entry into the United States] he is unable to 
e origin Ae Tturn to the country of his birth, for] nationality, [or] and last residence, 
oiheaae because of persecution or fear of persecution on account of race, religion, or political 
il pinion, or who was brought to the United States from other American republics for 
antes - rnment, may, [within one year after the effective date of this Act, ] not later 
salons an June’ 30, 18 95, apply to the Attorney General of the United States for an 
oni adjustment of his immigration status. If the Attorney General shall, upon con- 
sk aaah side ration of all the facts and circumstances of the case, determine that such alien 
has been of good moral character for the preceding five years and that the alien 
was physically present in the United States on the date of the enaetment of this 
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Act and is otherwise qualified under all other provisions of the Immigratio 
Nationality Act except that the quota to which he is chargeable is oversubs 
the Attorney General shall report to the Congress all the pertinent facts 
case. If, during the session of the Congress in which a case is reported or 
to the end of the session of the Congress next following the session in whicl 

is reported, the Congress passes a concurrent resolution stating in substanc 
it approves the granting of the status of an alien lawfully admitted for per 
residence to such alien, the Attorney General is authorized, upon the payn 
the required visa fee, which shall be deposited in the Treasury of the United S 
to the account of miscellaneous receipts, to record the alien’s lawful admiss 
permanent residence as of the date of the passage of such concurrent reso 
If, within the above specified time, the Congress does not pass such a con 
resolution, or, if either the Senate or the House of Representatives passes a 
tion stating in substance that it does not approve the granting of the status 
alien lawfully admitted for permanent residence, the Attorney General 
thereupon deport such alien in the manner provided by law: Provided, T} 
provisions of this section shall not be applicable to any aliens admitted int 
United States under the provisions of Public Law 584, Seventy-ninth Cong: 
second session (60 Stat. 754), Public Law 402, Eightieth Congress, second sessio 
(62 Stat. 6): Provided further, That the number of aliens who shall be granted t} 
status of aliens lawfully admitted for permanent residence pursuant to this sect 
shall not exceed five thousand. 





APPENDIX 


FIRST SEMIANNUAL REPORT OF THE ADMINISTRATOR 
OF THE REFUGEE ACT OF 1953 


To the President and the Congress: 

This is the first semiannual report submitted to you in accordance 
with section 19 of the Refugee Relief Act of 1953 (67 Stat. 407; Public 
Law 203, 83d Cong., 1st sess.), which provides: 

Sec. 19. The Administrator shall report to the President and the Congress on 
the operation of the program established under this Act on or about January 15 
and June 15 of each year and shall submit a final report not later than June 15, 
1957. Such reports shall include full and complete details regarding the ad- 
ministration of the funds provided for in section 16 of this Act. 

This report is in three parts. The first part deals with the history, 
substance, and purpose of the legislation. The second part covers 
the action taken to administer the act, including the administration 
of the funds provided for in section 16 of the act. The third part 
envisages the plans for future operations under the act. 


Part 1 
HISTORY, SUBSTANCE, AND PURPOSE OF THE LEGISLATION 


In a letter of April 22, 1953, President Eisenhower urged the Con- 
gress to consider his recommendation concerning the enactment of 
emergency legislation for the special admission within the framework 
of the immigration laws of 120,000 refugees and escapees from behind 
» the Iron Curtain in each of the next 2 succeeding years. He referred 
to the population pressures in certain friendly European countries and 
to the problem of countless thousands of persons who are homeless 
refugees in the heart of Europe, stating: 

It is imperative that we join with other nations in helping to find a solution to 
these grave questions. These refugees, escapees, and distressed peoples now 
constitute an economic and political threat of constantly growing magnitude, 
They look to traditional American humanitarian concern for the oppressed. 
International political considerations are also factors which are involved. We 
should take reasonable steps to help these people to the extent that we share the 
obligation of the free world (S. Rept. 629, 838d Cong., Ist sess.). 

On May 15, 1953, Senator Watkins of Utah, for himself and 
Senators Wiley of Wisconsin, Hendrickson of New Jersey, Dirksen of 
lllinois, Taft of Ohio, Bridges of New Hampshire, Langer of North 
Dakota, Aiken of Vermont, Ferguson of Michigan, Ives of New York, 
Saltonstall of Massachusetts, Flanders of Vermont, Carlson of Kansas, 
Bennett of Utah, Bush of Connecticut, Payne of Maine, Young of 
North Dakota, and Smith of New Jersey, introduced a bill (S. 1917) 
| to authorize the issuance of 240,000 special-quota immigrant visas to 
certain escapees, German expellees, and nationals of Italy, Greece, 
and the Netherlands, during a period of 2 years beginning 120 days 
after the enactment of such act, which was to be cited as the ““Emer- 
gency Migration Act of 1953.” 


7 
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Hearings were held by the Subcommittee on Immigration and 
Naturalization of the Committee on the Judiciary of the United 
States Senate on May 26, 27, and 28, and July 1, 1953, on S. 1917, 
the purpose of which Senator Watkins, chairman of the subcommittee, 
had stated at the time of its introduction to be: 


President Eisenhower has recommended the enactment of emergency imn 
tion legislation, within the framework of the immigration laws, wl ich 
demonstrate in a concrete fashion this country’s concern for and support 
escapees from communism, expellees from communism, and the distressed nati 
of certain European nations within the community of the North Atlantic Treaty 
Organization. ‘The President emphasized that the plight of those made homeless 
by tyranny and the population pressures caused by forced migration constit 1 
political and moral problem of constantly growing magnitude. He also made it 
clear that it is imperative, in our own interest, that we join with the other na 
of the free world in helping to find a solution to these grave, human prob 
(S. Rept. 629, 83d Cong., Ist sess.). 


The Acting Secretary of State, Gen. Walter Bedell Smith, testified 
before the Senate subcommittee on May 26, 1953, in support of 
bill (S. 1917) and stated during the course of his testimony that: 


The Department of State is interested in the proposed legislation primar 
because of its foreign-policy implications. The humanitarian aspects of 
program are obvious. Its effect upon our relations with our European 
will be most favorable. It will assist in relieving situations which, under 
tain circumstances, would adversely affect the national security of the United 
States by undermining the economic and political stability of our allies. 

We are faced with a number of serious problems having an important im 
on the political, economic, and social life of friendly countries in Europe. Some 
of these problems are a direct outgrowth of World War II; others trace t} 
origin to totalitarianism. They are problems of population pressures ar 
escape from persecution and they are creating situations in certain Europ: 
areas which constitute a grave threat to important objectives of American for- 
eign policy. During and after World War II the pressures from basic over- 
population increased tremendously. This is attributable in part to the virtual 
cessation of migration during the war years. Millions of people became refugees 
other millions, because they were Germans, were expelled from their homes in 
Eastern Europe. There has been a steady stream of persons fleeing to freedom 
from Communist terror in Eastern Europe (8. Rept. 629, 83d Cong., Ist sess 


The Honorable Martin P. Durkin, then Secretary of Labor, also 
testified before the Senate subcommittee in support of the bill (S. 
1917). In the course of his testimony he made these most significant 
statements regarding the objectives of the proposed legislation and 
the administrative plan of operations under it: 


I give my unreserved and wholehearted endorsement to the basic purposes of 
this special program and the techniques for their accomplishment. 
* “ * * * * * 


If Congress decides that it should be carried out, you have this assurance. The 
staff of my Department is prepared to assume its proper role alongside other 
interested agencies of the Government in insuring the most effective adminis- 
tration possible of the statute. A good many lessons have been learned from the 
operations of the displaced-persons program which was terminated last year 
This is all to the good. 

For example, in the employment field the program being considered by the 
committee gives preference to farmworkers and to others who possess services 0f 
skills needed in the United States. The Department of Labor, which coordinates 
our Federal-State system of public employment services, would be instrumental 
in certifying these needs. Also, the program contemplates occupational ser« 
of immigrants by officials of the United States. This is in the best interests not 
only of those admitted under the program but also in the best interests of the 
United States. 

It was only during the latter stages of the displaced-persons program that 
trained interviewers recruited from the Federal and State employment services 
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were sent to Europe to work with the voluntary agencies to help match the 
candidates against the job assurances that were outstanding. I might add that 
county farm agents, who spoke the native tongue of the refugees they interviewed 
made an invaluable contribution. 

We know, too, that many of the persons who were settled here under the 
displaced-persons program did not stay on the job because of lack of proper 
selection and this was later recognized by the voluntary agencies which partici- 
pated in the program. I have confidence in the mechanism provided by this 
proposed program. It would make use at the outset of an employment service 
which is geared to the requirements of American industry and agriculture. I 
believe that this approach holds great promise with respect to the screening and 
selection of the prospective immigrants who are not being sponsored by relatives. 
Employer job assurances developed on this side of the ocean on the basis of 
particular skills required in particular places would go to our personnel on the 
‘ther side who have the know-how in this specialized work. We may expect 
that these job orders will then be realistically matched with the worker who 
meets the specifications. 

I hope that what I have said provides assurances that American interests need 
not and will not suffer. I am inclined to go further, however, in the belief that 
we may anticipate some very real dividends from the skillful execution of this 
program. Our present experience indicates that we may expect to attract some 
skilled workers and persons with much-needed scientific and technical abilities. 
{nd we benefit also from the unskilled who perform useful and needed tasks in 
industry and agriculture. Furthermore, these people will, I am sure, contribute 

the betterment of America as useful and industrious wage earners, as consumers, 
as taxpayers, and eventually as citizens of our country. 

Finally, it is important to note that this program contains safeguards to 
protect our own citizens from outside pressures on employment and housing, and 
against any drain on public charities; it maintains our health and moral standards; 
it guards against the infiltration of subversives: and it seeks, through good 
planning, to insure that the immigrant is well received. But beyond all this, I 
personally share the serious conviction apparent in the President’s message. 
It is in keeping with our tradition to give some modest measure of hope to the 
victims of tyranny. At the same time the program presents a sensible and 
economie way of relieving some of the population pressures on friendly govern- 
ments. That which saps the vitality of Germany, Italy,.and Greece, the Nether- 
lands, and other European nations important to our defensive posture, may 
itimately affect our own. (Hearings before the subcommittee of the Committee 

the Judiciary, United States Senate, 83d Cong., Ist sess., on S. 1917, pp. 20, 
22-23.) 

The Senate bill (S. 1917) was revised in the Judiciary Committee 
and was reported favorably to the Senate by Senator Watkins on 
July 23, 1953. 

Meanwhile, the Subcommittee on Immigration and Naturalization 
subcommittee No. 1) of the Committee on the Judiciary of the House 
of Representatives, under the chairmanship of Hon. Louis Graham, 
of Pennsylvania, had been giving concurrent consideration to the 
President’s request for the ena:tment of emergency migration legisla- 
tion. Hearings had been held on a number of bills before the subeom- 
mittee and testimony had been received from the Government 
witnesses and others who testified before the Senate subcommittee. 

[he first congressional floor action on the emergency migration 
legislation was on July 28, 1953, when the House of Representatives 
passed H. R. 6481, a revised counterpart of S. 1917, which was still 
pending before the Senate. On July 29, 1953, the Senate passed 
H. R. 6481 with amendments and the legislation went before a 
Senate-House conference committee, which issued its report on July 
31, 1953, recommending the enactment of H. R. 6481 with certain 
further amendments which had been worked out by the Senate- 
House conferees. (H. Rept. 1069, 83d Cong., Ist sess.). The con- 
ference report was accepted by the Senate and the House of Repre- 

H. Rept. 1323, 88-2 2 


’ 
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sentatives, the legislation was enacted by Congress, and President 
Eisenhower approved it on August 7, 1953 

The legislative history of the Refugee Relief Act of 1953 is of 
paramount importance in determining the intent of Congress, whic] 
must be given maximum effect by the administrative authorities jy 
connection with the administration and enforcement of every statut 
The testimony of witnesses regarding the purpose and objective of 
the proposed legislation, the changes made in the bills under considera- 
tion in each House in the light of testimony and discussion, and the 
chronology of the various steps leading to the final action of thy 
legislative body, together with the committee reports and debate o1 
the floors, trust constitute for the administrative authorities incon- 
trovertible evidence of the true substance and purpose of the law 

From the legislative history of the Refugee Relief Act of 1953 a 
number of conclusions pointing toward the proper administration of 
the law have been drawn, among which are: 

1. The legislation is remedial in character. It was intended to 
afford relief from the normal requirements and restrictions of th 
existing immigration laws, but only to the extent specifically provided 
It must therefore be given such interpretation and application as 
may be necessary to accomplish the purpose and provide the remedy 
which Congress intended. 

2. The change in the title of the proposed statute to “Refug 
Relief”? from “Emergency Migration’? Act shows the clear intent of 
Congress that emphasis should be placed upon the refugee status of 
the immigrants to be issued visas as such under the act instead of t] 
emergency aspects of individual cases which do not fit squarely wit! 
the framework of the law. 


3. Congress was obviously unwilling to embark upon what might 
prove to be an endless series of immigration enactments designe: 


primarily to relieve any country of its excess population, as such, but 
was willing to make a substantial contribution to the solution of a 
problem resulting from population pressures created by an influx of 
refugees, escapees, or expellees from other areas. 

1. In providing a haven of refuge in the United States, Congress 
also intended to provide adequate safeguards not only against t 
infiltration of subversives but also for the preservation of the employ 
ment and housing enjoyed by the citizens and residents of the Unit 
States. 

5. Congress desired to grant nonquota status to the immigrants 
be « dmitted under the Refugee Relief Act of 1953, and did not requir 
as was provided in the Displaced Persons Act, that the immigrants 
be charged Lo aA national quota even on a future quota morteagcing 
basis 

6. Instead of permitting individuals, voluntary agencies, and othe! 
organizations to bring immigrants into the United States on a blanket 
assurance basis and thereafter attempt to find, or to impose quotas 
on their constituencies for providing employment, housing, and sup- 
port for the unfortunate immigrants and their families who had 
actually arrived in this country, Congress intended to reverse that 
procedure by prohibiting the administrative authorities from accepting 
blanket assurances, and requiring that appropriate assurances 0! 
suitable employment, housing, and support be given by America! 
citizens before the immigrants are brought to the United States. 
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AMENDING THE REFUGEE RELIEF ACT 1] 
7. The statement on page 7 of Senate Report 629, in which the 
Senate committee emphasizes 
that the overall quota stated in the bill is an upper limit and is not intended as 
a mandate to those who will have the responsibility of aaa istering the act 
requiring them to achieve the number declared by Congress to be the maximum 
was not intended to discourage the administrative authorities from 
issuing the full number of immigrant visas permitted under the bill, 
but was intended to place greater emphasis on the proper resettlement 
of each individual immigrant in the United States than upon the 
number of such immigrants who might be permitted to enter this 
country under the various provisions of the act. 

8. Congress did not desire to limit the benefits of the Refugee Relief 
Act entirely to a narrowly circumscribed category of refugees in 
Europe, but took cognizance of the refugee problem in other areas of 
the world without stultifying discriminations based upon race, creed, 
or national origin. Some of the provisions of the law are therefore 
broad enough to provide relief upon a worldwide basis and without 
geographical restrictions or limitations. 

In revising the bill to eliminate the title, staff, personnel, and 
office of a Coordinator, Congress decided that there should be no 
new board, body, commission, or agency of the Government created 
. administer the act with an expansive and expensive bureaucracy, 
but that the act should be administered under the supervisory juris- 
diction of the Administrator, acting through the established operating 
agencies of the Government, for each of which initial funds were 
appropriated by Congress to enable them to initiate their operations. 

10. Congress did not desire to limit the period of operations under 

he legislation to 2 years, with a preliminary period of 120 days for 
the administrative authorities to organize and plan their operations 
before the act should become effective, but decided to permit the 
issuance of visas under the act during a period of 3 years, 4 months, 
and 24 days, which would enable the administrative authorities to 
begin the issuance of visas as soon as possible within that period. 


Part 2 
ADMINISTRATIVE ACTION 


After President Eisenhower approved the Refugee Relief Act on 
August 7, 1953, steps were taken immediately by the Administrator 
of the Bureau of Security, Consular Affairs, and Personnel of the 
Department of State, who was designated in section 2 (d) of the act 
as the Administrator thereof, to organize his office and make plans 
for the administration of the act by the six existing agencies of the 
Government operating in the field covered by the act. 

The first step was to appoint Mr. Robert C. Alexander, a veteran 
career officer with more than 30 years’ experience in the Department 
of State, as Assistant Administrator of the Bureau in charge of the 
refugee relief program. He was then serving as Assistant Director 
of the Visa Office of the Department of State, a post he had held for 
many vears and in which he had become widely known in Congress, 
throughout the country, and over the “— world. 

With economy and efficienc y as the objectives only five persons 
have been added to the Assistant Administrator’s office. These con- 
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sist of a special assistant for budgetary, fiscal, personnel, and general 
management, 2 secretaries, | file clerk, and 1 messenger. The c 
ministrator is therefore operating the refugee relief program with 
supervisory coordinating staff and personnel consisting of a total of 6 
persons, instead of the 60 persons which were envisaged i in the original 
budget estimates for the staff and personnel of a coordinator as con- 
templated in the early drafts of the legislation which culminated in 
the Refugee Relief Act of 1953. 

Under the supervision of the coordinating staff just mentioned ste] 
were immediately taken to obtain unanimous agreement upon a ri 
of operations among the six agencies of the Government for which 
Congress had appropriated funds to initiate the program, to present 
this plan to the Bureau of the Budget and obtain the allocation of th: 
necessary funds, to begin the drafting of regulations and the necessary 
official forms for the administration of the act, to work out the neces- 
sary staffing patterns to meet the additional burden imposed upon thy 
existing agencies of the Government, to develop plans for the recruit- 
ment, security clearance, appointment, and transportation of the 
necessary additional personnel, their families and effects, to the 
foreign posts where they would perform their duties in connection 
with the administration and enforcement of the law. Meanwhile, this 
staff, as well as the Administrator, has been besieged by several 
thousands of applicants for employment under the refugee relief 
program, to the great majority of whom it was necessary to grant 
personal interviews at the urgent and often impassioned request of 
their sponsors. 

On the basis of a preliminary plan of operations filed with th 
Executive Office of the President he issued Executive Order 10487 on 
September 16, 1953, transferring to the Department of State the funds 
for the administration of the Refugee Relief Act, which had been 
appropriated by Congress under the ‘he ading ‘Emergency migration” 
appearing in chapter VII of the Suppleme ntal Appropriation Act, 
1954 (Public Law 207, 83d Cong. Ist sess., approved August 7, 1953 
In that Executive order the President also designated the Department 
of State as the investigative agency of the Government, subject to the 
provisions of section 2 of the order, which should make and prepare 
the thorough investigations and the written reports required by section 
11 (a) of the Refugee Relief Act, regarding the character, reputation 
mental and physical health, history, and eligibility of persons seeking 
admission into the United States under the act. Section 2 of th 
Executive order reads: 

Sec. 2. The Department of the Army and such other agencies of the Gov 
ment as the Department of State may request shall, in accordance with arrangé 
ments agreed upon between the Department of State and any such agency, furnis! 
the Department of State such assistance as it may need in carrying out its res} 
sibilities under section 1 of this order (18 F. R. 5635). 

On September 18, 1953, the Secretary of State issued a departmental 
order (18 F. R. 6268) delegating to the Administrator of the Bureau o! 
Security, Consular Affairs, and Personnel the authority, functions, and 
responsibility which had been placed in the Department of State b) 
the Executive order. The funds transferred to the Department were 
then allocated by the Administrator among the six agencies of the 
Government concerned in the operations under the refugee relief pro- 
gram, according to an outline of their authority, functions, and respon- 
sibilities unanimously agreed to by all concerned, which reads: 
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INTERAGENCY OPERATIONS 


The functional operations of the several departmental and other governmental 
agencies involved in the program for the administration of the Refugee Relief Act 
of 1953, are: 

Security Office, Department of State—This Office will recruit and employ, with 
the Administrator’s approval, investigative officers and supporting personnel to 
conduct the investigation and file with the consular officer in each district abroad 
the written report on each applicant for an immigrant visa as required by the act. 
It will also conduct such investigations of sponsors in the United States as the 
Administrator may find to be necessary in order to prevent frauds upon the Gov- 
ernment or the local communities in connection with the assurance of employment 
and housing, and the adoption of orphans, as required by the act. 

Visa Office, Department of State-——This Office will perform under the refugee- 
relief program its usual duties in connection with the supervision of the visa- 
issuing funetions of American consular officers abroad. It will also examine 
and verify, on behalf of the Administrator, the assurances of housing and employ- 
ment, and the evidence submitted in each case concerning the adoption of orphans. 
It will make and maintain a suitable record and index of the assurances, as re- 
quired by the act, and furnish the necessary statistical data currently on the issu- 
ance and refusal of visas for the reports which the Administrator must submit 
semiannually to the President and to Congress. It will transmit on behalf of 
the Administrator the verified assurance forms to the respective consular officers 
in the districts of the alien beneficiaries’ foreign residence, in such manner as 
it handles on behalf of the Secretary of State the approved petitions for preference- 
quota status received from the Attorney General under the Immigration and 
Nationality Act. It will furnish as usual through its Information Section appro- 
priate information to the public and to Members of Congress regarding the pro- 
cedure to be followed and distribute the forms to be used in individual cases 
under the Refugee Relief Act. It will develop on its own initiative, and through 
its liaison with the Immigration and Naturalization Service of the Department 
of Justice, regulations and forms to be issued for use in implementing the act. 
The Visa Office, like the Security Office, is a part of the Administrator’s Bureau. 

Office of Personnel, Department of State——This Office will perform its usual fune- 
tions in connection with the recruitment of the necessary personnel to be employed 
in the Department, and at our consular offices abroad, with the approval of the 
Administrator. It will also make available to agencies outside of the Depart- 
ment, which are involved in the refugee-relief program, the applications of persons 
who have sought employment under the program but whose services are not 
deemed necessary or suitable to the requirements of the Department of State. 
In such cases it must be understood that the Administrator is not making a 
blanket request that all such persons be employed by such agencies, but will 
specifically indicate each individual case in which he is interested in having the 
particular person employed. 

Regional bureaus, Macatinchl of State-—These bureaus will assist the Adminis- 
trator in the development and, with the guidance of the Visa Office and the Office 
of Personnel, the fulfillment of staffing patterns for the various consular offices 
(with the exception of the security investigators) in connection with the allocation 
of consular officers and their supporting staffs at each office for the issuance or 
refusal of visas under the act. All proposals and plans developed in this connec- 
tion must be approved by the Administrator, the keynote being economy and 
avoidance of overstaffing. 

Immigration and Naturalization Service, Department of Justice-—This Service 
will send a small group of immigrant inspectors and supporting personnel abroad, 
to be attached to the consular offices operating under the program. The inspec- 
tors will act as technical advisers to the responsible consular officers abroad, and 
also abroad, as immigration officers, will inspect the aliens under the Immigration 
and Nationality Act and the Refugee Relief Act to determine admissibility into 
the United States. Cases in which the consular officer and the immigration 
inspector are not in agreement regarding the issuance of a visa, and in which the 
immigrant inspector thinks the visa should be refused, will be referred to the Visa 
Office for adjudication through its relations with officials of the Department and its 
liaison with the central office of the Immigration and Naturalization Service. 
No investigations will be conducted abroad by the Immigration and Naturaliza- 
tion Service. 

United States Employment Service, Department of Labor.—Within the United 
States the United States Employment Service, and its affiliated State employ- 
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ment services, in its normal operations will process employer job orders, in « 
nection with assurances of suitable employment filed, or to be filed, for wh 
overseas refugees are sought, for authenticity, bora fide needs for workers, and 
assurances of nondisplacement of American workers. Overseas the United States 
Employment Service, through a carefully selected staff, will determine alic 
occupational skills and their suitability to fill job orders, processed in the United 
States, and to be admitted if otherwise qualified under approved assurances 

the extent feasible, the United States Employment Service will occupationa 
catalog visa applicants with skills for which no assurances have been given and 
make this catalog available for operational use in the developing and processing 
of job orders in the United States and in the processing of job orders abroad. [) 
determining an alien’s occupational skill, the United States Employment Service 
will, to the maximum extent tound practical, use existing foreign-employment 
services for initial occupational screening. Because of the interrelationship of its 
activities with those of other cooperating agencies, it will assist in the dratting 
rules, regulations, forms, and procedures implementing the act. Its activities wi 
not involve those refugees to be admitted as preference-quota immigrants (relative- 
sponsored cases) under the act. No investigations, other than the usual technical- 
employment-service inquiry into occupational qualifications ot the aliens, wi 
conducted abroad by the United States Employment Service. 

United States Public Health Service, Department of Health, Education, and Wel- 
fare.—This Service will perform its usual functions in connection with the menta 
and physical examination of aliens applying for visas at our consular offices 

Counterintelligence Corps, Department of the Army.—This corps will conduct 
security investigations concerning visa applicants in areas where it functions 

Treasury Department.—This Department will administer section 16 of the act 
relating to the granting of loans to finance the transportation of immigrants fro: 
ports of entry to the places of their resettlement in the United States, and will 
furnish the Administrator with semiannual reports for inclusion in his report to th 
President and the Congress. 


The first report of the Treasury Department regarding its adminis- 
tration of section 16 is attached hereto and is identified as appendix A. 

After the drafts of regulations and official forms were prepared and 
agreed to by the interested agencies of the Government they were 
submitted for comment to certain voluntary sectarian and non- 
sectarian agencies operating in the field of immigration. Discussions 
with the voluntary agencies, revision of the regulations and forms, 
and still further discussions with certain agencies, consumed a pe sriod 
of more than 2 months in planning the program. 

An informal procedure under which agencies recognized by the 
Administrator may underwrite or endorse the assurances of individual 
American citizens, particularly in orphan cases, was developed, al- 
though the agencies are not permitted to execute the assurance forms 
as assurers or coassurers, in view of the statutory restriction that 
such assurances must be given by citizens of the United States who 
would thereby assume an individual or personal obligation. There 
was no substantial objection to the regulations and they were issued 
and published in the Federal Register of December 3, 1953 (18 F. R. 
7783). Some of the voluntary agencies are still objecting to the 
official forms for assurances, however, and have proposed a new form 
which they would be permitted to execute along with an individual 
American citizen assurer. The proposed new form is under considera- 
tion. 

It was obvious from the date of enactment of the Refugee Relief 
Act of 1953 that there were two separate and distinctly different 
phases of the operations contemplated by its provisions. The first 
phase relates to the authority contained in the act to issue nonquota 
immigrant visas without the requirement of assurances of employ- 
ment or housing to the 15,000 preference quota immigrants in Italy, 
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900 such cases in Greece, and 2,000 in the Netherlands. There 
are more than 15,000 such cases backlogged against the quota in 
Italy, less than 2,000 in Greece, and none in the Netherlands. 

In each of these preference cases now pending in Italy and Greece 
some American citizen has filed a petition with the Attorney General 
on behalf of the immigrant, the Attorney General has approved the 
petitions, and the Secretary of State has authorized the American 
consular officer concerned to grant the alien beneficiary a preference 
status under the quota in accordance with the pertinent provisions 
of the Immigration and Nationality Act. Final action by the con- 
sular officers in these cases is awaiting the availability of quota num- 
bers, as the law prohibits the issuance of quota visas in excess of 10 
percent of the quota in any month, except the 11th and 12th months 
of the quota year, in which months the oversubscribed quotas are 
usually exhausted. 

Staffing patterns were worked out to handle these pending cases in 
Italy and Greece and certain personnel was recruited, in accordance 
with the wishes of members of the Senate and House Appropriations 
Committees, from among the hundreds of employees of the Govern- 
ment who were caught in the reduction in forces abroad. The per- 
sonnel so reemployed abroad were moved into Italy and Greece, 
together with their families and effects, augmented by the recruitment 
of certain supporting clerical employees in Italy and Greece, and 
assigned to the American consular offices which issue immigrant visas 
in those countries. Six inspectors of the Immigration and Naturaliza- 
tion Service were assigned to the immigrant visa-issuing offices in 
Italy and Greece. 

On December 4, 1953, the day after the regulations were published 
in the Federal Register, the issuance of visas under the Refugee Relief 
Act was started in Italy and Greece among the preference quota 
immigrants whose cases were pending in those countries. The 
Administrator and the Commissioner of Immigration and Naturaliza- 
tion were present in Italy and Greece when the refugee relief pro- 
gram was inaugurated in those countries, and they completed a 
survey of plans for the opening of the program in certain other coun- 
tries of Europe. 

Although the beginning of operations under the refugee relief pro- 
gram occurred in Italy and Greece before the 120 days provided in 
early drafts of the legislation had expired, it has not been possible 
to begin the second phase of the program, which involves the issuance 
of 190 ,000 visas to refugees, escapees, expellees, and orphans on whose 
behalf some American citizen or citizens must execute the assurances 
of employment, housing, and support, or adoption and proper care 
in the cases of orphans. The official assurance forms are now being 
received from the Government Printing Office, however, and are 
being widely distributed in order that they may be available to those 
citizens who desire to execute them on behalf of an immigrant under 
the Refugee Relief Act. 

Part 3 


PLANS FOR FUTURE OPERATIONS 


As additional funds become available the Administrator plans to 
recruit additional personnel to complete the fulfillment of the staffing 
patterns worked out for the visa operations now underway among 
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the preference immigrants in Italy and Greece. It is hoped that this 
phase of the visa operations may be largely if not entirely completed 
by the end of the present fiscal year. 

With reference to the second phase of the refugee relief program 
the Administrator is confronted with an imponderable problem, 
It is not possible at the present time to estimate with a satisfactory 
degree of accuracy how many American citizens will execute assurances 
of suitable employment, housing, and support for aliens in the different 
countries where the refugee relief program will operate. Even if it 
were possible to give approximate figures on the aliens in the various 
countries for whom assurances will be executed, it still would not be 
possible to say how many of such aliens will be found to be qualified 
upon examination to receive visas under the law and regulations for 
the administration of the Immigration and Nationality Act and the 
Refugee Relief Act, under both of which all immigrants must qualify 
in order to receive visas under the refugee relief program. 

Notwithstanding the imponderables above mentioned it has been 
deemed necessary for the Administrator to plan a program of opera- 
tions in the various areas of the world principally affected by the 
provisions of the Refugee Relief Act of 1953. Such a plan would 
not seem to be reasonable if it did not start with the assumption that 
the entire number of visas authorized by the act in various parts of 
the world will have to be issued before December 31, 1956, the date 
on which the operations under the act must cease, as provided therein 

On a fiscal year basis, as distinguished from the actual figures for 
the different areas in which the refugee relief program will be opera- 
tive, the Administrator has prepared and filed with the Bureau of the 
Budget a plan of operations which contemplates the issuance in 


volume of the total number of 209,000 visas authorized by the act 
as follows: 


From Aug. 7, 1953, to June 30, 1954_-_- i ee _ 15,000 
From July 1, 1954, to June 30, 1955_ - pitts 512 d _. 65,000 
From July 1, 1955, to June 30, 1956_ - - 82. 000 
From July 1, 1956, to Dee. 31, 1956 . cd a Se 47, 000 


Total authorized by the act 209, 000 


There are, of course, many considerations which entered into the 
above assumption and computation, any one of which, by failing to 
materialize, will upset the timetable and make necessary a revision 
in the operating schedule. This plan does, however, allow for time 
in which the volume of assurances may develop. It provides a reason- 
able initial period during which the Administrator may obtain the 
necessary additional appropriation of funds from Congress to defray 
the cost of operations, and during which the Administrator may 
develop more precise staffing patterns for the various areas of opera- 
tions in accordance with the actual volume of business existing in 
such areas. What is perhaps more important it provides the necessary 
period for the recruitment, training, and clearance of the required 
staffs and subordinate personnel, their transportation, together with 
their families and effects, and their establishment in suitable quarters 
to live and work at their posts of duty in the various areas of the 
world in which the refugee relief program will be operating. 

The recruitment abroad of the initial personnel to inaugurate the 
program in Italy and Greece provided a very substantial saving of 
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funds as compared to the cost of the recruitment of such personnel 
in the United States among untrained persons who must be investi- 
cated and cleared for security, given a brief course of training and 
orientation, and transported, together with their families and effects, 
to their foreign posts of duty. 

A further necessity for planning the program with a modest volume 
of initial operations lies in the fact that section 7 (d) (2) of the act 
prohibits the issuance of a visa under its provisions to an immigrant 
in any country or area of the world, unless the government of such 
country or area will issue to the immigrant a certific ate guaranteeing 
that the immigrant will be accepted back into such country or area 
in the event it should be discovered that the immigrant obtained a 
visa by fraud or by misrepresenting a material fact. Soon after the 
Refugee Relief Act was approved by the President negotiations were 
initiated through diplomatic channels with the governments of the 
various countries and areas of the world in which the refugee relief 
program could operate, with a view to obtaining an assurance from 
such governments that they would issue the necessary guaranty-of- 
return certificates in order that the refugee relief program could be 
instituted in such countries or areas as provided in the act. Up to 
the time this report is being written, however, only the Governments 
of Italy and Greece have agreed to issue the necessary certificates. 

Some governments have balked at the issuance of such a certificate 
on the ground that it must be valid for an unlimited period, preferring 
to limit the period of validity of such a certificate, or to make its 
validity contingent upon the immigrant remaining a national of such 
country, or contending that such a certificate should not obligate the 
foreign government to accept an alien back into the country or area 
where the visa was issued if the alien should become a naturalized 
citizen of the United States, even if he should later be denaturalized 
on the ground that his entry into the United States and his subsequent 
naturalization were obtained by fraud. 

The Administrator has steadfastly declined to accept any proposal 
that such certificates be limited with respect to the period of their 
validity. He has agreed that such certificates do not bind any govern- 
ment to accept back an alien on grounds other than he obtained a visa 
by fraud or by misrepresenting a material fact. The Administrator 
also was inclined to agree that the foreign governments which issue 
such a certificate should be relieved of their obligation when the 
immigrants become naturalized citizens of the United States, and 
that subsequent denaturalization would not restore the former obliga- 
tion resting upon the foreign government. The legal authorities of the 
Government have advised the Administrator that the law does not 
permit him to accept such a qualified certificate. 

Meanwhile, negotiations with the various foreign governments 
concerned are continuing through diplomatic channels and they have 
been informed that, unless they are prepared to issue the guaranty-of- 
return certificates required by section 7 (d) (2) of the Refugee Relief 
Act it will not be possible for the refugee relief program to operate in 
the countries or areas concerned. 

Reference has been made to the possibility that certain eventualities 
may develop which would have a material bearing upon the volume 
of visas issued and require revision of the plans for the operation of 
the refugee-relief program in different areas of the world. The ques- 
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tion of the issuance of the guarantee-of-return certificates is one 
factor. However, there are others. It is obvious that any change in 
the labor market in the United States, such as might be caused by 
an increased demobilization of the Armed Forces, or a slackening of 
draft calls, or a recession in commerce, industry, or agriculture, with 
adjunctive effects upon transportation and communications, could 
make it more difficult for immigrants seeking admission into the 
United States under the Refugee Relief Act to obtain the necessary 
assurances of suitable employment upon arrival in this country. As 
the volume of visa cases which may be considered under the refugee- 
relief program depends upon the volume of assurances of employ- 
ment, housing, and support forthcoming from citizens of the United 
States the labor market in this country is necessarily a barometer of 
the extent of operations under the refugee-relief program. 

Another important factor, which may have a substantial bearing 
upon the volume of assurances of employment, housing, and support 
likely to be given by American citizens on behalf of immigrants under 
the Refugee ‘Relief Act, is the question of the extent to which a sponsor 
may find himself to be legally bound by the assurances he has given 
for the employment, housing, and support of an immigrant. This 
question has been raised with the Administrator on many occasions 
by organizations and individuals. The Administrator takes the posi- 
tion that, in the last analysis, the question is a judicial one, and 
therefore must be determined by the courts in which litigation may be 
instituted by a plaintiff who seeks adjudication of the question. It is 
the Administrator’s view, however, for whatever it may be worth, 
that when section 7 (a) of the Refugee Relief Act of 1953 specifies 
that ‘‘Each assurance shall be a personal obligation of the individual 
citizen or citizens giving or submitting such assurance” it means that 
Congress did not go so be as to create a statutory legal obligation, but 
intended to rule out the assumption or the acceptance of obligations 
by aliens, organizations, and persons who are nationals but not citizens 
of the United States. The Administrator considers the ‘personal 
obligation” imposed by the statute to be one which ordinarily may 
cease upon the death of a sponsor, and would not usually be one which 
would survive a decedent to the extent of becoming a legitimate charge 
against his estate. 

A provision in an early draft of the legislation, which would require 
an immigrant to subscribe to an oath that he will remain in the em- 
ployment assured to him by a sponsor, was struck from the bill before 
it was enacted by Congress. No immigrant is therefore considered 
to be bound to remain in the employment assured to him by his 
sponsor. Involuntary servitude, except as a punishment for crime, 
is prohibited by the Constitution of the United States. 

While an immigrant, in the absence of a contractual obligation, is 
not bound to remain in the employment his sponsor has assured to 
him, and is free to improve his lot by accepting more favorable 
employment, it is not believed that the sponsor would be bound to 
continue the employment of an immigrant who is found to be un- 
qualified for the work, or who seeks to take unfair advantage of the 
employer through chronic tardiness, loafing, unapproved absences 
from work, alcoholism, or by an undue and unfavorable influence 
upon the morale of his fellow employees. Similar considerations 
should have a similar effect upon an assurance of housing, while 4 
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sponsor who assures an immigrant of support should not be required 
to support an able-bodied and capable immigrant in his chosen 
idleness. Force majeure may also be found to vitiate a statutory or 
contractual obligation. 


CoNCLUSION 


In concluding this first semiannual report of the Administrator of 
the Refugee Relief Act of 1953 the Administrator desires to assure 
the President and the Congress that constant effort is being made to 
overcome the many obstacles encountered in establishing and operat- 
ing the refugee relief program. The Administrator desires that this 
report include a record of his gratitude for the splendid support he 
and his staff have received from the White House and from the 
Congress in ironing out some of the difficulties encountered. The 
Administrator confidently solicits a continuation of this support and 
confidence. 

It is realized that little has been said in this report concerning the 
problem of security screening of the immigrants who may seek to be 
admitted into the United States under the Refugee Relief Act. The 
Administrator has purposely refrained from discussing in a public 
document the nature and methods of such screening, for obvious 
reasons, and is content to stand upon his letter of July 28, 1953, to 
the Honorable Patrick J. Hillings, House of Representatives, which 
is incorporated in this report and identified as appendix B. 


Scotr McLerop, Administrator. 
JANUARY 15, 1954. 


ApPENDIX A 


LoaNs TO PuBLIc OR PRiIvATE AGENCIES UNDER THE PROVISIONS OF SECTION 
16 oF THE ReFuGeE Rewier Act or 1953 


Section 16 of the Refugee¥Relief Act of 1953 (Public Law 203, 83d Cong., 
approved August 7, 1953), authorizes and directs the Secretary of the Treasury to 
make loans not to exceed $5 million in the aggregate, to public or private agencies 
of the United States. Such loans are for the purpose of financing the transporta- 
tion, from ports of entry within the United States to the places of their resettle- 
ment, of persons receiving immigrant visas under the act. 

Regulations covering the method of making application for loans, the require- 
ments to be met, and the terms and conditions of loans, were approved by the 
Secretary of the Treasury and published in the Federal Register of December 3, 
1953. 

No loans have yet been made under the above-mentioned authority. 


APPENDIX B 


DEPARTMENT OF STATE 
’ 


Washington, July 28, 1953. 
Hon. Patrick J. Hiiuinas, 


Joint Committee on Immigration and Nationality Policy, 
House of Representatives. 

My Dear Mr. Hruurnos: I refer to your telephone conversations with my 
office and Mr. L’Heureux concerning the extent of the security investigation which 
would be conducted by the Department of State under the proposed emergency 
immigration bill. 

\lthough it has never been considered desirable to outline, specifically, the 
various steps which are followed in the investigation of an applicant for a visa, 
as such outline could be used by the applicant in concealing information and avoid- 
ing or evading appropriate investigation, it may be stated that every possible 
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source of intelligence, political, and criminal information will be checked before 
preparing the written report required under the act in the case of each applicant 
for a visa, The administrative authorities have assiduously avoided making 
public the investigative procedures and methods under the normal immigration 
laws; and there is even more reason why such publication should be avoided with 
reference to this act. 

The investigative functions are operated in a generally satisfactory manner 
under the Immigration and Nationality Act and should be even more effective 
under this act, which contains a provision enabling the consular officer to Withe- 
hold the issuance of a visa in the case of an alien concerning whom he does not 
have sufficient information to form a clear judgment of eligibility. An appli- 
cant’s self-serving declaration, regarding the facts in his case, will be of no avyaijj 
under this act in the absence of corroborative, substantive, and supporting eyj- 
dence, such as affidavits from persons who know the applicant and are able to 
testify regarding his antecedents. If the applicant is unable to submit corrob- 
orating evidence to the consul, an investigation will not, necessarily, be under. 
taken in his case, thereby reducing the number of overall investigations. 

In other words, an applicant under this act is required to meet all of the very 
stringent security requirements of the Immigration and Nationality Act. More- 
over, he is required to produce affirmative evidence which will satisfy entirely 
the consular officer and the immigration inspector. Under the Immigration and 
Nationality Act the consul may withhold the visa only if he knows, or has reason 
to believe, that the applicant is inadmissible under one or more excluding pro- 
visions of the act. Under the provisions of the act now being considered, the 
consul may withhold the visa on the mere basis that sufficient information is not 
available to determine, reasonably, the applicant’s eligibility and admissibility, 
The security provisions under the proposed act are stronger than under any 
present or former immigration laws. Any doubt that may exist will be resolved 
against the applicant and in favor of the United States. 

n the event that the consular officer is reasonably satisfied upon the basis of 
his examination of the applicant and in the light of affirmative evidence adduced 
by the applicant, that he may qualify for a visa, he defers final judgment of the 
case until appropriate investigative agencies of the United States Government 
have made a thorough investigation and prepared a written report. The nature 
of the investigation and its scope will vary according to the agency charged with 
this responsibility and the available sources of this information But one thing is 
certain, the investigation will be thorough and every available source of infor- 
mation will be checked. The consul and the immigration inspector will there- 
after independently make their final determination regarding the alien’s eligibility 
and admissibility. 

It has been determined that the Department of State, Office of Security, will 
undertake investigations of applicants under the proposed act in all areas except 
the United States zones of Germany, Berlin, and Austria. Since this is a new 
function of the Office of Security there is no experience on which to base any 
results of the investigative procedures. However, it is contemplated that each 
consular establishment authorized to issue visas under this act will have assigned 
to it a group of security investigators who will be responsible for conducting 
thorough investigations on each applicant. The investigation will cover as much 
as possible information pertaining to the applicant’s character and reputation, 
medical history, ete. It is anticipated that competent investigators will be as- 
signed this task and that these investigators will develop local sources of informa- 
tion including city government officials, local police, businessmen, and social 
leaders. Every effort will be made to check police in each locality in which the 
applicant may have resided in addition to actually making neighborhood checks, 
employment checks, ete. It is hoped that clear channels of communication will 
be set up between these investigative teams and headquarters of the Office of 
Security presently overseas so that all United States Government agency files 
will be checked. In most cases, this will include a check of Central Intelligence 
Agency files overseas. 

It is also hoped that this information fulfills your request on the subject. 

Sincerely yours, 


sa Scorr McLeop, 
Administrator, Bureau of Security and Consular Affairs, 
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Mr. Horrman of Michigan, from the Committee on Government 
Operations, submitted the following 


NINTH INTERMEDIATE REPORT 


SUBMITTED BY THE SPECIAL SUBCOMMITTEE TO INVESTIGATE 
FEDERAL-STATE COOPERATION IN ENFORCEMENT OF ANTIRACKET- 
EERING LAWS AND THE LABOR MANAGEMENT RELATIONS ACT OF 
197 AND OTHER FEDERAL LABOR LEGISLATION 


On March 3, 1954, the Committee on Government Operations had 
before it for consideration the joint subcommittee report of the special 
subcommittees of the Committee on Education and Labor and the 
Committee on Government Operations concerning the investigation 
of racketeering in the Detroit area. 

After full consideration of the joint report as submitted by the sub- 
committee, upon motion made and seconded, the joint report was 
accepted as the report of the full committee. The chairman was 
directed to transmit a copy to the Speaker of the House. 


JOINT REPORT 


The special subcommittees submit the following joint report to the 
Committee on Education and Labor and the Committee on Govern- 
ment Operations. 

AUTHORITY AND PURPOSE 


| The Special Subcommittee on Strikes and Racketeering in the De- 

troit Area was established by the Committee on Education and Labor 
pursuant to House Resolution 115, 83d Congress, Ist session, a resolu- 
tion authorizing the Committee on Education and Labor to conduct 
studies and investigations relating to matters within its jurisdiction. 

The Committee on Education and Labor designated Wint Smith, 
chairman, and Clare E. Hoffman and Phil M. Landrum as members 
of their special subcommittee. 

1 
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The Special Subcommittee to Investigate Federal-State Coopera- 
tion in Entoreumtent of Anti-Racketeering Laws and the Labor- 
Management Relations Act of 1947 and Other Federal Labor Legis. 
lation was established by action of the Committee on Government 
Operations on June 4, 1953. 

This subcommittee was established to investigate Federal-State co- 
operation in the suppression of racketeering, to evaluate the effective- 
ness of the administration and enforcement of statutes to suppress 
racketeering, to determine whether the Anti-Racketeering Act of 1934, 
as amended, and the Federal statutes regulating interstate and foreign 
commerce were being fairly interpreted and adequately administered: 
to ascertain whether the interpretation, administration, and enforce 
ment of the laws complied with the spirit and intent of Congress; and 
to determine whether additional legislation is necessary to bring about 
the objectives Congress had in mind when such were enacted. 

The Committee on Government Operations designated Clare EF. 
Hoffman, chairman, and George H. Bender and Robert L. Condon as 
members of their special subcommittee. 

The hearing was held by these special subcommittees sitting jointly. 
By request of Mr. Hoffman, Mr. Wint Smith acted as chairman of 
the joint subcommittee. 

The hearing was open to the public. It was held in Room 859 of 
the Federal Building at Detroit, Mich., on June 8, 11, 12, and 13, 1953. 


All witnesses were subpenaed and all testimony was under oath. 


BACKGROUND 


The subcommittee had received numerous complaints from indi- 


viduals who resided in and around Detroit, Mich., and who did busi- 
ness placing coin-operated phonograph, cigarette, photograph, and 
game machines in various places in Detroit on either a stipulated or 
percentage rental basis, showing conclusively that there existed a 
gigantic, wicked conspiracy to, through the use of force, threats of 
force, and economic pressure, extort and collect millions of dollars not 
only from unorganized workers but from members of unions who are 
in good standing, from independent businessmen, and, on occasion, 
from the Federal Government itself. 

These individuals alleged that William E. Bufalino, president of the 
service, drivers, and helpers division, local No. 985, affiliated with anda 
local of the International Brotherhood of Teamsters, Chauffeurs, 
Warehousemen and Helpers of America, American Federation of 
Labor, had conspired and confederated with other members of the 
union for the purpose of creating a union monopoly in the above- 
mentioned business ventures, all in violation of Federal and State 
laws. 

The monopoly was created by forcing the operators (owners and 
employers) of these ventures and/or their employees to join loca] No. 
985 under the threat of bombing and picketing the establishments 
that do business with the complainants. 

In addition to the threat of bombing and picketing, the teamsters 
union also warned the location owners that all teamsters union drivers 
and members of other locals of the AFL engaged in carrying supplies 
(beer, food, etc.), waitresses, and bartenders, would not be allowed to 
cross the picket line—a threat of secondary boycott. 
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The allegation was also made that the union demanded that self- 
employers (owner-operators), as differentiated from an employee, 
become members and pay monthly dues to the union. One of the re- 
quirements of membership in the union was that each employer- 
member must furnish to the union the name and address of all estab- 
lishments with which he did business; the name and address of any 
establishment from which he intended to solicit new business, and 
obtain the union’s permission to solicit this new business. The com- 
plainants further alleged that the union had conspired and con- 
federated with so-called “fair haired” members of the union for the 
purpose of creating a monopoly in the coin-vending machine business 
in Wayne County, Mich., by permitting the “fair haired” boys to 
jump the locations of union members not in the “good graces” of the 
union. 

“Jumping a location” is jargon of the trade meaning that by vari- 
ous devices one operator induces a location owner to replace his present 
machine with one of the new operator’s machines.’ 

The above-mentioned union was being used, not to advance the in- 
terests of labor, nor to protect labor in genuine labor disputes, but to 
advance the interests of a few owners and Bufalino-favored members 


ofthe union, at the expense of other union members and owners. 


The complaint was made that though they had involuntarily become 


» members of the teamsters’ union to prevent their business from being 
E 5S 


ruined, a few competitors and fellow union members seemed to have a 


' “Bufalino license” to jump their locations and steal their clients. The 
_ “Bufalino license” was referred to by the complainants as being an 


unorthodox and illegitimate operation of the teamsters union, local 


| No. 985. 


The perpetrators of this concerted action held high positions in or- 

| labor. Not only did they have no concept of fair, decent 
treatment of other members of society and no regard for their duties 
and obligations to members of their own union organization, but they 
openly practiced extortion through use of force in utter disregard of 
State and Federal legislation. 

These individuals are not truly labor leaders, but are racketeers who 
have infiltrated into the labor movement and deprived the average 
union member, who is a patriotic, well informed, independent Ameri- 
can citizen, of his constitutional right to work. Union members are, in 
fact, being compelled to pay tribute to the racketeering labor bosses. 
The “bosses” forced employers, who are not eligible for membership 
under the Taft-Hartley Act, to become dues-paying members of the 
union. 


ORGANIZATIONS INVOLVED IN CONTROVERSY 


The principal organizations involved in the controversy are— 

(1) Michigan Automatic Phonograph Owners Association, 
Inc.—Roy W. Clason, business manager, Detroit, Mich. 

(2) Music Operators Guild of Michigan—A. Sirocuse, presi- 
dent, Detroit, Mich. 

(3) Local 985, service, drivers and helpers division, Interna- 
tional Brotherhood of Teamsters, Chauffeurs, Warehousemen and 
Helpers of America, AFL—William E. Bufalino, president, 
Detroit, Mich. 


*Roy W. Clason (hearings, p. 23). 
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The Michigan Automatic Phonograph Owners Association, Inc., was 
incorporated on January 9, 1945, in Detroit, Mich. It is comprised 
of individuals who own coin-operated music-vending machines, com- 
monly known as jukeboxes.? The association is an organization based 
on the rendering of legal services to their members, furthering their 
best interests, and settling differences within the industry. It js 
wholly supported by dues paid by its members. The dues are based 
on 50 cents per month for each machine the member owns and operates, 
There was no competitive or similar association in existence until Jan- 
uary 1953, when the Music Operators Guild of Michigan was incor. 
porated.® 

The Music Operators Guild of Michigan was incorporated on Jan- 
uary 15, 1953, in Detroit, Mich. The purposes of the guild are to 
foster trade and commerce among all persons, firms, and corporations 
engaged in the musical appliance and affiliated businesses or enter- 
prises, and to reform abuses and secure freedom from any unlawful, 
unjust, and inequitable transactions.* This guild was formed princi- 
om by former charter members of the Michigan Automatic Phono- 
graph Owners Association, Inc. They were considered to be unco- 
operative with association officials, to have enjoyed the friendship of 
teamsters union, local No. 985, and were referred to as “rebels” by their 
former associates. 

The rebels were permitted to jump locations ® of their fellow asso- 
ciates through the help of a “Bufalino license,” and, when called to 
task by the association, made an effort to take over the Michigan Auto- 
matic Phonograph Owners Association, Inc. When this effort failed, 
they organized the Music Operators Guild of Michigan. 

Local No. 985, service drivers and helpers division, International 
Brotherhood of Teamsters, Chauffeurs, Warehousemen and Helpers 
of America, American Federation of Labor, was organized on June 
15, 1947, and has as its president William E. Bufalino. The member- 
ship consists of 400-450 members, who are automatic coin machine 
workers (operators or employees), who pay dues of $20 per month, and 
car wash rack employees, whose dues are 10 cents per day, with a 
maximum of $3 per month. The initiation fee is $50 per member. 


OPERATIONS OF TEAMSTERS UNION, LOCAL NO. 985 


The teamsters union, local No. 985, through its president, William E. 
Bufalino, is the principal offender and perpetrator of the racketeering, 
extortion, and gangsterism which was disclosed by the hearings. The 
union attempted, and to some extent succeeded, in obtaining a monop- 
oly in the “jukebox” business. Bufalino and the executive board of 
local No. 985 conspired and confederated to obtain this monopoly and 
used the union not to advance the interests of labor, nor to protect 
labor in genuine labor disputes, but to advance the interests of a fav- 
ored few jukebox owners and operators at the expense of other owners 
and union members.’ 





2 Roy W. Clason (hearings, p. 22). 

* Roy W. Clason (hearings, p. 8). 

* Articles of incorporation, Music Operators Guild of Michigan (hearings, p. 4, exhibit 1 
5 Roy W. Clason (hearings, p. 23). 

*Roy W. Clason (hearings, p. 9). 

*™ Warren Ayres (hearings, pp. 110-111). 





«+, WaS 
yrised 
com- 
based 
their 
It is 
based 
rates, 
| Jan- 


incor- 


1 Jan- 
are to 
ations 
enter- 
awful, 
Tinci- 
>hono- 

unco- 
hip of 
y theit 


7 ASso- 
led to 
Auto- 
failed, 


itional 


[elpers 
1 June 
ember: 
achine 
th, and 
with a 


ver. 


‘iam E, 
eering, 
s. The 
nonop- 
yard of 
ly and 
protect 
a fav- 
owners 


xhibit 1) 


INVESTIGATION OF RACKETEERING IN THE DETROIT AREA 5 


One witness, a sales manager of a cigarette-vending company, testi- 

fied that he had been a member of the. teamsters union, local No. 985, 
since its beginning. During this time, 5 or 6 years, he had never re- 
ceived a request from the union to raise the wages of his employees, to 
improve the working conditions of his employees nor to reduce the 
hours of employment for his employees. In fact, he had never re- 
ceived any request from the union to take action beneficial to his 

employees. He testified his employees never attended the union meet- 
ngs, as they were not interested because the union did nothing for 
them and that the payment of dues was in the form of a “tribute” 
rather than union dues.® 

In an effort to carry out this conspiracy to create a monopoly, Bufa- 
lino forced certain members of the union in good standing out of the 

union, and then proceeded to picket est: iblishments where their juke- 
boxes were located. He would first contact the owners of the estab- 
lishments where the jukeboxes were located and demand that they be 
removed, at the same time suggesting that they be replaced by juke- 
boxes owned by his favored few. He would threaten the owners of the 
establishments, and indicate that if they did not comply wtih his de- 
mands a picket line would be established, and that no member of the 
teamsters union would cross the picket line to make deliveries of beer, 
food, etc. In instances where these methods were not successful, : 
few weeks later the locations would be bombed—this forced the owner 
to comply with Bufalino’s demands. 

The establishments not being able to withstand this type of racket- 
eering were forced to either go out of business or capitulate. Nu- 
merous instances of this type of threat, extortion, ana violence are set 
forth in more detail in this report under individual cases. 

There was no labor dispute involved which led to this type of vicious 
operation on the part of Bufalino and his assistants. There was no 
attempt on his part to increase the wages of the members of the union, 
settle labor disputes between the union and the employers, or to give 
union members any benefits, but only a concerted effort to obtain a 
monopolistic control of the entire jukebox business in the metropolitan 
Detroit area. 

Through these types of illegal operations Bufalino attempted to 
force out of the union, and in some cases succeeded in fore ing out, any 
members who would not comply with his demands and wishes, and 
to take over the business formerly owned by these members and give 
it to his cohorts, all to the disadvantage of the former union members. 
The picketing, which was instigated by Bufalino, was designed to ruin 
the business of certain union members. It was not peac eful, but was 
accompanied by threats of ruin, by violence to the establishments 
picketed, if this was necessary to accomplish his objective. 

Bufalino and his assistants were unable to obtain the complete co- 
operation of the Michigan Automatic Phonograph Owners Associa- 
tion, Inc., in their efforts to create a monopoly in the jukebox business. 
His friends, who were members of this association, attempted to seize 
control and, when they were unsuccessful in this venture, withdrew 
from the association and were the principal founders of the Music 


*Warren Ayres (hearings, p. 111). 
H. Rept. 1324, 83—2 
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Operators Guild of Michigan. The guild has cooperated in all re 
spects with the union. 

The financial records of the union, local No. 985, were requested for 
the purpose of determining the disposition of the funds which had 
been extorted from the workingman. The committee was advised 
that the financial records of the union are destroyed at the close of 
each year.° Thus, any attempt to ascertain who spent the moneys 
obtained by force and violence and why, by an examination of the 
union records, was successfully blocked. 


LICENSED VIOLENCE—BOMBS AWAY 


Several owner-operators of jukeboxes and coin-vending machines 
endeavored to renegotiate new contracts with the teamsters union, 
local No. 985, through its president, Bufalino. Testimony was given 
to the effect that their previous contract was illegal, as the old contract 
required the payment of $20 dues for each employee per month by the 
employer to the union, in violation of the provisions of the Taft- 
Hartley Act and the Wage Stabilization Act.” During the negotia 
tions for a new contract, these owners, on advice of counsel, refused 
to continue paying dues to the teamsters union. 

Subsequent to the refusal to continue paying dues to the union, the 
establishment of one of these owners was bombed during August 1952. 
The bombing caused considerable damage ($4,000-$5,000) to the estab- 
lishment and to the cigarette-vending machines located therein." 

Again, in January of 1953, the place of business of another one of 
these owners was bombed, resulting in serious damage to his building 
and his machines ($5,500 ‘damage).”” 

At about the same time, two car-washing-machine companies were 
also bombed." This was during the time that the teamsters union, 
local No. 985, was attempting to organize and unionize the car-washing 
industry in Detroit, Mich. 

It was the opinion of the owners and the persons testifying at the 
hearings that these bombings were Leulanaied ier Bufalino, or the team- 
sters union. Only one person was ever arrested as a suspect in the 
bombings by the Detroit police, and he was subsequently released for 
lack of evidence." 

After this series of bombings, the owners of the jukeboxes and 
coin-operated vending machines decided that discretion was the bet- 
ter part of valor, and started again paying their $20 per month dues 
to the union for each of their employe es. These payments were made 
involuntarily and through fear and intimidation. The owners were 
fearful that their places ‘of business or their customers’ places of busi- 
ness would be picketed and that other acts of violence on the part of 
the union would force them to liquidate their business. 

During the period of negotiation for a new contract with Bufalino 
and local No. 985, other union companies with “Bufalino’s blessing” 
were promiscuously jumping their locations. No new contract was 
ever negotiated with the union; the old one still prevails.” 


* James R. Hoffa (hearings, pp. 293-304). 

1° Warren Ayres (hearings, p. 105), William F. Emig (hearings, pp. 228-281). 
1 Paul Gold (hearings, pp. fo1, 103). 

% Warren Ayres (hearings, p. 107) 

8 Roy W. Clason (hearings, pp. 27- 28), Paul Gold (hearings, p. 101). 

14 Paul Gold (hearings, pp. 101, 103). 

1° Warren Ayres (hearings, p. i107). 
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{nother owner who had been successful in competing with other 
iukebox companies suffered union retaliation in that the union ad- 
vised establishments where he had jukebokes that he was no longer a 
union man, and that they would save themselves immeasureable trou- 
ble by replacing his machines with union machines. When the indi- 
viduals in these locations refused to comply with the union demands, 
they received anonymous phone calls of threats of violence to their 
property, the result being that this owner lost many of his locations.” 
- This type of operation on the part of the union is illegal. It is ag- 
vravated in view of the fact that up to the time that this owner re- 
placed other companies’ jukeboxes with his own, he was a paid-up 
union member.’ The dispute between the owner and the union had 
no relation whatever to the question of wages, hours, or working con- 
ditions. The principal dispute was the outrageous and exhorbitant 
dues which were demanded by the union, for which no benefits were 
received, and the denial of the rights of free enterprise, namely solic- 
tation of new business. In effect, this. was not the payment of union 
dues, but “tribute” to individuals who, under the mantle of unionism, 
were establishing a monopoly of the jukebox and car-wash industries. 

A self-employer who operated 8 jukeboxes and had been a mem- 
ber of the teamsters union, local No. 985, for a period of 4 or 5 years, 
testified that at one time he was in arrears in his union dues. He tes- 
tified that he received anonymous phone calls threatening damage to 
his jukeboxes, as well as the breaking of windows at his locations, if 
he did not immediately pay his dues. 

A few days after receiving this call, individuals at his locations re- 
ceived personal visits from parties representing and identifying them- 
selves to be union representatives. These union representatives 
threatened to break windows and jukeboxes if the location proprietors 
did not forcibly remove the machines which they declared to be non- 
union and replace them with union-company machines. 

After this event took place, the owner-operator contacted the Detroit 
Police Department, who in turn advised him that they were powerless 
to take any action until some overt act of violence had been committed. 
He further testified to receiving a phone call from a person represent- 
ing himself to be a teamsters union official, who threatened him in a 
scurrilous manner. ‘The witness decided that, in order to stay out of 
trouble, he would have to pay up his past dues and reinstate himself 
in the “good graces” of the union. This was involuntarily done, but 
he indicated that he had no other recourse if he desired to stay in 
business.!* i 

Each member of the teamsters union, local No. 985, is required to 
furnish the union with the names and addresses of all business estab- 
lishments where his machines are located and to obtain “union permis- 
sion” before he can solicit business at new locations.*® This device is 
utilized by the union to effectuate a monopoly in the jukebox industry, 
and allied coin-operated vending machines in the city of Detroit, Mich. 
_ An owner of a jukebox company, during July of 1950, was called 
before a meeting of the teamsters union, and requested to remove 3 or 
t of his jukeboxes from locations he had previously acquired. He 

Linden F. Bush (hearings, p. 193). 

Linden F, Bush (hearings, pp. 193. 197) 


» Walter Szewezyk (hearings, pp. 124-129). 
Roy W. Clason (hearings, p. 18), Henry C. Lemke (hearings, p. 141) 
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testified that he was so requested in order that other operators and 
fellow union members could piace their jukeboxes in his locations: 

At the time that he appeared before the board of the teamsters union, 
he was a paid-up union member and was not involved in any dispute 
with the union concerning wages, hours, or working conditions. Ney- 
ertheless, he was suspended from the union, and this suspension was 
based on his refusal to remove jukeboxes from his locations as re- 
quested by the union. 

The owner added that Bufalino made the statement that local N 
985 controlled the coin-operated vending-machine business to the ex 
tent that he, Bufalino, had the last word as to where and with w 
businessmen in the jukebox industry could operate. 

When the witness refused to remove his jukeboxes and turn these 
locations over to three companies suggested by Bufalino, the business 
establishments where his jukeboxes were located were picketed to ai 
extent that beer and food were not delivered, and picket lines were 
formed in front of these places of business.” 

Thereafter, the witness instituted suit against local No. 985 and 
its officials on the grounds that Bufalino, the union, and members of 
the union, were conspiring and confederating for the purpose of 
establishing a monopoly in the jukebox business in Wayne County, 
Mich. 

During the period of the suit, a cartage company, at the direction 
of Bufalino, picked up one of his machines and carried it away with- 
out his permission. ‘The witness stated that another one of his ma- 
chines was stolen, but that he subsequently reached an agreement, 
through his attorney, with the union, at which time a new machine 
was returned to him at the instigation of Vincent Meli, a brother-i: 
law of Bufalino. One individual was subsequently apprehended for 
the theft of this machine, but was never prosecuted. 

The substance of the agreement consisted of the witness’ promise 
to pay all of his union dues, which were in arrears, and in return t 
union promised to replace his machines and honor his locations. 

The witness strenuously cbjected to being forced to submitting 
names and addresses of the establishments with which he did business, 
and paying exhorbitant dues in the amount of $20 a month per em- 
ployee to the union. He testified that he had no choice but to capitu 
late if he desired to remain in business. 

Another owner and operator, who had been in business for 34 years, 
testified that his operation consists of coin-operated game and photo 
graph machines. He, a member of the teamsters union, local No. 985, 
for over 2 years, was forced not only to pay dues for himself but als 
for his employees. In order to join the union he had to hire a! 
attorney, who was friendly with the union officials, and pay a $50 
legal fee in addition to the $25 initiation fee.” 

Membership in the union permitted him to place union stamps 0! 
his coin vending machines. In addition to union stickers, the unio! 
promised to maintain peace and harmony in the industry and to pr 
hibit competitors from jumping his locations. The witness also testi- 


2° William J. Patterson (hearings, pp. 85-86). 
** William J. Patterson (hearings, pp. 89-91). 
22 Wiliam J. Patterson (hearings, pp. 91-94). 
=Henry C. Lemke (hearings, pp. 185-137). 
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fied that subsequent to joining the union he was forced to pay Vincent 
Meli $500 to remove his machine from one of his locations. 

Prior to making this payment, he complained to Bufalino about 
Meli jumping his ‘locations, but Bufalino refused to help him, indi- 
cating that he would have to settle this matter with Meli. Vincent 
Meli is the owner of Meltone Music Co., of Detroit, Mich. His uncle, 
Angelo Meli, financed this jukebox business by loaning him $30,000 
to start the business. Angelo Meli is currently the subject of pro- 
ceedings concer ning cancellation of his naturalization. The Govern- 
me nt’s case is based on alleged illegal and fraudulent statements made 

Angelo Meli in his application for naturalization. 

The witness was also forced to sign a union contract which con- 
tained a clause providing for a 44-hour employee workweek, and when 
he complained that he could not afford a 44-hour week, Bufalino ad- 
vised him that he could negotiate the hours with his employees and 
that he, Bufalino, would not enforce the 44-hour-week clause. 

Approximately a year later, the witness testified, he was called to 
task by Bufalino and advised that the union was going to institute 
suit against him for the difference between the 44- and 52-hour 
workweek, which his employees had been working. 

A local attorney, for a legal fee of $500, again was successful in 
obtaining a release for the employer from his employees for their 
overtime claim.”® 

The witness further testified that currently he is approximately 
2 months arrears in his union dues and that he is particularly afraid 
of Bufalino, and fearful concerning his wife’s and his own lives. 


LOCAL LAW ENFORCEMENT—INACTION 


The Wayne County prosecutor’s office and the Detroit Police De- 
partment have taken no effective action with regard to any of the 
illegal actions on the part of the teamsters union or its officials. The 
reasons for this are many and varied, but they still amount to 
“inaction.” 

In one instance where a location window had actually been broken 
into by one of Bufalino’s assistants, the Wayne County prosecutor 
refused to issue a warrant and the Detroit Police Department refused 
to do anything, saying it was a matter between the association and 
the union.?* 

In connection with one of the bombings, the police department 
arrested one suspect, who was subsequently released. Their investiga- 
tions were not energetic or thorough and they did not encourage an 
aggressive attitude on the part of the complainants.” 

In another case, where an operator’s locations were threatened with 
acts of violence, the local authorities advised they could do nothing 
about mere threats, but that some damage or harm must take place 
before they would act.” 

In one instance, an inspector of the Detroit. Police Department 
suggested to a complainant that he arm himself with a gun for his 


* Henry C. Lemke (hearings, pp. 138-139). 
* Henry C. Lemke (hearings, pp. 139-140). 
** Henry C, Lemke (hearings, p. 141). 

“ Harry S. Toy (hearings, p. 38). 

* Paul Gold (hearings, p. 101). 

” Walter Szewezyk (hearings, p. 126). 
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self-protection and even validated a permit to expedite his purchase 
of a gun. In other words, the police advised him to protect himself.” 


HOFFA INFLUENCE 


Mr. James R. Hoffa is unquestionably the “teamster boss” in De- 
troit, as well as in many other areas. He is president of teamsters 
union, local No, 299; president of teamsters joint council 43; 10th vice 
president of the Teamsters International; secretary-treasurer of t 
Teamsters Temple Association; president of the Michigan Confer 
ence of Teamsters; chairman of the Southern Conference of Tean 
sters and the Midwest Conference of Teamsters; negotiating chai: 
man for 23 States on highway and city transportation and Central 
States Drivers Council; chairman, Central States Conference; trustee, 
Central States Welfare Fund; and trustee for locals Nos. 247 and 614 
of the teamsters union. 

He has been described as the “brains” between this shakedown 
and power grab by Bufalino and his teamsters local No, 985. In any 
event, Bufalino could not have succeeded in gaining monopolisti 
control of the coin-vending business in Detroit without the cognizance 
and approval of Hoffa. 

Hoffa is a dominant figure in the teamsters union and virtually a dic 
tator in certain areas, despite the fact that he has been found guilt) 
and convicted of violation of the Michigan State labor law and 
the Federal antitrust laws.” 

In his testimony, Hoffa was contemptuous in that in three instances 
he refused to answer questions propounded by the committee which 
were pertinent to the inquiry. The transcript on pages 302 and 303 
indicates that Hoffa was questioned as to whether his wife was ever 
carried on the payroll of the union and he refused to answer on ad- 
vice of counsel, alleging that the question was improper, not material 
or pertinent to the inquiry.” 

Again, as set forth on pages 305 and 306 of the transcript, Holla 
was requested to name all the business organizations, Erne yere nes 
partnerships, or corporations in which ‘he had a financial interest 
On advice of counsel, he refused to answer on identical grounds. 

Pages 306 and 307 of the transcript reflects that Hoffa was ques- 
tioned concerning his interest in the Test Fleet Corp. Hoffa again 
refused to answer on the same grounds, that this question was 1m- 
proper, not material or pertinent to the inquiry.® 

According to Hoffa’s testimony, all financial su” of teamsters 
union, local No. 299, of which he is president, are destroyed each year. 
His authority for the destruction of records, he cli aimed, is provided 
for in the Teamsters International constitution. Hoffa stated that the 
international constitution permits the joint council to make their own 
bylaws. Joint council No. 43, of which Hoffa is president, has juris- 
diction over his local No. 299 and he claimed the joint council issued 
directions to the locals to destroy their records each year. This was 
done to save storage space, according to Hoffa’s testimony.® 





% William F. Emig (hearings, p. 232). 

31 James R. Hoffa (hearings, pp. 311-318). 
82 James R. Hoffa (hearings, pp. 302-303). 
3 James R. Hoffa (hearings, pp. 305-306). 
% James R. Hoffa (hearings, pp. 306-307). 
* James R. Hoffa (hearings, pp. 293-304). 
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Internal Revenue Regulations, Treasury Decision 5381 and amend- 
ment to section 29.5401, regulation 3, reads as follows: 
The books of record required by this section shall be kept at all times avail- 


able for inspection by internal-revenue officers and shall be retained so long 


as the contents thereof may become material in the administration of any inter- 
nal-revenue law. 


RESULTING LOCAL ENFORCEMENT ACTION 


Incidental to the hearings; the purposes of which were to investi- 
gate Federal and State cooperation in the suppression of racketeering, 
to evaluate the effectiveness of the administration and enforcement of 
statutes to suppress racketeering, to determine whether the Anti- 
Racketeering Act of 1954, as amended, and the Federal statutes regu- 
lating interstate and foreign commerce were being fairly interpreted 
and adequately administered ; to ascertain whether the interpretation, 
administration, and enforcement of the laws complied with the spirit 
and intent of Congress; and to determine whether additional legisla- 
tion is necessary to bring about the objectives Congress had in mind 
when such legislation was enacted; but as a result thereof, the local 
authorities instituted corrective action against some of the extortion- 
ists, gangsters, and perpetrators of violence. 

Asa result of their action, 12 individuals, including Bufalino, were 
indicted for extortion and conspiracy to extort, conspiracy to obtain 
money and property under false pretenses, conspiracy to molest certain 
persons in their occupation, and conspiracy to force certain persons 
to become members of a labor organization. 

Hoffa, who has the authority and power to remove or suspend Bufa- 
lino as president of one of the teamsters union locals, has remained 
inactive, but not silent. Hoffa has indicated that he intends to take 
no action toward removing Bufalino unless he is convicted. 


CONCLUSION AND RECOMMENDATIONS 


A review of the hearings indicate clearly that there exists in De- 
troit, Mich., a situation which is injurious to the rank and file union 
member. Ifthe situation is permitted to continue to exist and spread, 
as it no doubt will unless corrective action is taken, it could well mean 
the destruction of the labor movement itself, and result in great hard- 
ships to workers and the disrupting of the economic life of the coun- 
try. Immediate steps must be taken to avert this trend of extortion, 
gangsterism, and dictatorship by a few selfish and power-lustful 
racketeers who are operating under the guise of being Tabor leaders. 

The following recommendations are submitted with a view of recti- 
fying and eliminating the continuation of the atrocious situation 
which was disclosed as a result of the hearing: 

(1) That copies of the official transcript of the proceedings 
and the accompanying report thereto, be furnished the Attorney 
General of the United States, the United States attorney at De- 
troit, Mich., and the district attorney at Detroit, Mich.; 

(2) That those officials initiate appropriate action to secure 
grand jury investigations of those phases of the hearings which 
reflect possible violations of Federal and State laws; 

(3) That those officials be invited to report to the House Com- 
mittee on Education and Labor and to the House Committee on 
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Government Operations and to the House Committee on the Judi- 
ciary their findings; 

(4) That consideration be given by the full Committee on 
Education and Labor and the Committee on Government Opera- 
tions to citing James R. Hoffa for contempt in three instances; 

(5) That additional investigation and hearings be held to 
further develop the racketeering which exists in labor activities; 
and 

(6) That the hearing record be further examined by the Com- 
mittee on Education and Labor for evidence of the manner in 
which Federal statutes could and should be amended to prohibit 
the continuation of this type of operation and to insure that the 
intent of Congress when they enacted the Labor-Management Re 
lations Act of 1947 is not being disregarded. 

Wrint Smita, Joint Chairman. 
Ciare E. Horrman. 
Grorce H. Benver. 
Pum M. Lanprum. 





ADDITIONAL VIEWS BY ROBERT L. CONDON, 
OF SUBCOMMITTEE OF GOVERNMENT OPERA- 
TIONS 


As is stated in the majority report, hearings were held in Detroit, 
Mich., on June 8, 11, 12, and 13, 1953. The hearings were concerned 
primarily with the problems existing in that area relating to jukeboxes 
and coin vending machine operators. During the hearings, I ex- 
pressed the opinion that I did not see where the Federal Government 
had authority to legislate on what seemed to me to be a matter of 
local jurisdiction in its entirety. There have been many expressions 
recently made that the Federal power is invading matters of local 
concern and that more and more business and human relationships 
should be entirely surrendered to the sovereignty of the States. I do 
not wholeheartedly subscribe to the views of these spokesmen of States 
rights, but it seems obvious that if a situation exists in a community 
upon which the Federal Government cannot constitutionally legislate, 
then I do not believe the Federal Government should spend its time, 
and the taxpayers’ money, to investigate. Iam not hereby maintaining 
that the power to investigate on the Federal level is as narrow as the 
power to legislate. On the other hand, I do maintain that where a 
situation exists in which it must be conceded there is no power to 
legislate then I think Federal investigations serve no useful function. 

Labor racketeering in industries affecting commerce is undoubtedly 
within the scope of the Federal power. Labor racketeering in an 
industry which does not affect commerce, such as the jukebox and 
coin vending machine business, which can only have a remote effect 
on commerce are not within the scope of Federal jurisdiction. The 
attorneys for the union involved challenged the jurisdiction of the 
subcommittee on the grounds, among others, that the industry was not 
subject to the control of the Federal administration. The attorney 
for some of the individuals who testified stated that he thought the 
Federal power under the commerce clause did apply. It was signifi- 
cant, however, that at no time did anyone file any charges under the 
Labor-Management Relations Act of 1947, and apparently no com- 
plaints were made to the United Stats attorney or Department of 
Justice relating to any of the activities which were developed as a 
result of testimony before the committee. 

I am not condoning and do not condone hoodlumism, acts of vio- 
lence, extortion, or other crimes that may be committed by members 
of trade unions and by other citizens of the United States, nor do I 
believe that such activities are widespread. I do not believe, more- 
over, that it is the function, or should be the function, of the Federal 
Government to take over local police powers unless it can be shown 
that some rights secured under the Federal Constitution are clearly 
being violated. Such a showing, in my opinion, was not made in con- 
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nection with the hearings in Detroit. Indeed, part of the recom- 
mendations of the majority relate to further procedures and _ possible 
criminal actions under the laws of the State of Michigan. It is my 
understanding that the State of Michigan has in fact taken action un- 
der local law against some of the persons named in the hearings. 
This, I think, is proper and I think the whole matter can, and should, 
be resolved by the officials of the city of Detroit, of Wayne County, 
and of the State of Michigan. 

[ cannot join in the conclusions and recommendations of the ma- 
jority for another reason. On January 20, 1954, the Committee on 
Government Operations, by a majority vote, referred to the Subcom- 
mittee on Public Accounts, headed by Hon. George Bender, a resolu- 
tion to investigate labor racketeering insofar as it affects Federal 
power. Mr. Bender was a member of the subcommittee which held 
the Detroit hearings and is fully apprised of the testimony therein 
taken. His committee has been given full jurisdiction over such 
activities insofar as the Federal power attaches. My recommendation 
would therefore be that the transcript and information obtained dur- 
ing the investigation be referred to this subcommittee for whatever 
action within the Federal jurisdiction his subcommittee deems neces- 
sary. 

Respectfully submitted. 

Rosert L. Connon, 
Member of Congress. 
Frepruary 12, 1954. 
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ADDITIONAL VIEWS OF CLARE E. HOFFMAN 


In the additional views filed by the gentleman from California, 
Hon. Robert L. Condon, he again, as he did at the hearings, questions 
the jurisdiction of the Committee on Government Operations. He 
writes : 

* * * Tt seems obvious that if a situation exists in a community upon which 
the Federal Government cannot constitutionally legislate then I do not believe 
the Federal Government should spend its time, and the taxpayers’ money, to 
investigate. 

[ agree that if the Federal Government has no interest in and cannot 
legislate to correct, a harmful situation, congressional investigations 
might not be proper, but where citizens are being deprived of their 
right to earn a livelihood, of their property; are being compelled by 
an organization and individuals operating in more than one State to 
pay tribute to an organization not authorized to collect funds from 
citizens, and where individuals or groups are acting in direct violation 
of the Anti-Racketeering Act of 1934, as amended, it is obvious that 
the Federal Government can and should enact legislation to protect 
its citizens. 

Beyond question, it is within the authority, and then becomes the 
duty, of congressional committees to obtain the necessary information 
to enable the Congress to legislate wisely. 

Apparently, my colleague has a short memory for, in the next 
sentence, contradicting himself, he writes: 

I am not hereby maintaining that the power to investigate on the Federal 
level is as narrow as the power to legislate. 

Historically and in court decisions, there is ample proof that each 
committee had authority to compel the giving of the information it 
sought. 

Respectfully submitted. 


Crare E. Horrman. 
15 
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Subsequent to the acceptance of the subcommittee report by the 
full committee, the following additional views were submitted by two 
committee members, Clare E. Hoffman and Robert L. Condon. 

Mr. Robert L. Condon reiterated his previous additional views (Feb- 
ruary 12, 1954) with the exception of the last paragraph. His latest 
additional views are set forth below. 
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ADDITIONAL VIEWS BY ROBERT L. CONDON, 
OF SUBCOMMITTEE OF GOVERNMENT OPER- 
ATIONS 


As is stated in the majority report, hearings were held in Detroit, 
Mich., on June 8, 11, 12, and 13, 1953. The hearings were concerned 
primarily with the problems existing in that area relating to jukeboxes 
and coin vending-machine operators. During the hearings, I ex- 
pressed the opinion that I did not see where the Federal Government 
had authority to legislate on what seemed to me to be a matter of 
local jurisdiction in its entirety. There have been many expressions 
recently made that the Federal power is invading matters of local 
concern and that more and more business and human relationships 
should be entirely surrendered to the sovereignty of the States. I do 
not wholeheartedly subscribe to the views of these spokesmen of States 
rights, but it seems obvious that if a situation exists in a community 
upon which the Federal Government cannot constitutionally legislate, 
then I do not believe the Federal Government should spend its time, 

ind the taxpayers’ money, to investigate. Iam not hereby maintaining 
that the power to investigate on the Federal level is as narrow as the 
power to legislate. On the other hand, I do maintain that where a 
situation exists in which it must be conceded there is no power to 
legislate then I think Federal investigations serve no useful function. 

Labor racketeering in industries affecting commerce is undoubtedly 
within the scope of the Federal power. Labor racketeering in an 
ndustry which does not affect commerce, such as the jukebox and 

in vending-machine business, which can only have a remote effect 
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mendations of the majority relate to further procedures and possible 
criminal actions under the laws of the State of Michigan. It is my 
understanding that the State of Michigan has in fact taken action un. 
der local law against some of the persons named in the hearings, 
This, I think, is proper and I think the whole matter can, and should, 
be resolved by the officials of the city of Detroit, of Wayne County, 
and of the State of Michigan. 

I wish also to make a few further observations upon the action take 
by the committee and the scope of its jurisdiction. 

“On March 3, at the executive session of the Committee on Govern. 
ment Operations, the committee voted unanimously “to accept” the 
report of the special subcommittee of the Government Operations 
Committee and of the special subcommittee of the House Committee 
on Education and Labor. The committee did not adopt the report 
and it was clearly understood that by acceptance, rather than adop- 
tion, the committee was not necessarily approving the contents of the 
majority report. 

I question the jurisdiction of the Government Operations Com- 
mittee over the subject matter of the hearing in Detroit. Rule XI, 
subsection 8, defines the jurisdiction of the Committee on Govern 
ment Operations, so far as here pertinent, as follows: 

(a) Budget and accounting measures, other than appropriations. 

(bd) Reorganizations in the executive branch of the Government. 

(c) Such committee shall have the duty of— 

(1) receiving and examining reports of the Comptroller General of the 
United States and of submitting such recommendations to the House as it 
deems necessary or desirable in connection with the subject matter of suc! 
reports ; 

(2) studying the operation of Government activities at all levels with a 
view to determining its economy and efficiency ; 

(3) evaluating the effects of laws enacted to reorganize the legislativ 
and executive branches of the Government ; 

(4) studying intergovernmental relationships between the United States 
and the States and municipalities and between the United States and inter 
national organizations of which the United States is a member. 

It would appear from the report and the record behind it that the 
executive and legislative branches of the Federal Government wer 
only remotely, if at all, involved in the activities investigated in the 
Detroit area. 

On February 25, 1954, at a time when the Subcommittee of Publi 
Accounts of the Government Operations Committee was seeking funds 
for a further investigation into so-called labor racketeering the Hous 
itself was apparently of the view that our committee lacked jurisdic- 
tion and that the appropriate committee was the House Committe 
on Education and Labor. (See Congressional Record, February 2%, 
1954, pp. 2184-2192. 

Respectfully submitted. 

Rosert L. Connon, 
Member of Congress. 
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ADDITIONAL VIEWS OF CLARE E. HOFFMAN 


The additional views submitted by the Honorable Robert L. Condon 
contain the following statements, not covered in his original statement, 
which cannot be permitted to go unchallenged: 

(1) “I question the jurisdiction of the Government Operations Committee over 
the subject matter of the hearing in Detroit.” 

(2) “It would appear from the report and the record behind it that the execu- 
tive and legislative branches of the Federal Government were only remotely, if 
at all, involved in the activities investigated in the Detroit ares.” 

(3) “On February 25, 1954, at a time when the Subcommittee on Public Ac- 
counts of the Government Operations Committee was seeking funds for a further 
investigation into so-called labor racketeering, the House itself was apparently 
of the view that our committee lacked jurisdiction and that the appropriate 
committee was the House Committee on Education and Labor.” 

To those who complain that the jurisdiction over the racketeering 
practiced by union officials and others belongs to the Committee on 
Education and Labor, let me point out that the Committee on Govern- 
ment Operations has an overall jurisdiction over all executive branches 
and activities of the Federal Government, and to check and evaluate 
the effectiveness of all legislation. 

The present jurisdiction, authority, and duties of the committee are 
granted and imposed by the Legislative Reorganization Act of 1946 
and subsequent amendments; the scope of which duties and its powers 
are clearly delineated under the rules of the House, rule XI, section 8. 
Here we find clearly set out the following: 

Studying the operation of Government activities at all levels with a view to 
determining its economy and efficiency.” 

One of the aspects into which the Committee on Government Opera- 
tions may clearly go, despite the fact that some seem to challenge this 
right, is the proper execution and the enforcement of laws and amend- 
ments. No fair or impartial study of the operations of executive 
agencies could be made if the scope of the committee’s operations were 
limited solely within the physical bounds of the agency. 

It is necessary to also study the administration and enforcement of 
these laws, particularly in relation to other agencies and, above all, 
with the citizens, with a view to needed amendments.’ 

The Congress, or through its established committees, can compel a 
witness to divulge information, providing the subject may have “any 
possible relevancy and materiality, no matter how remote, to some 
possible legislation.” 

The legislative purpose of a congressional investigation will be 
presumed, and a congressional inquiry may be as broad as the legis- 


lative purpose requires. 


1H. Res. 5, 88d Cong.; Rules of the House, rule XI, sec. 8 (c) (2). 
* Grant v. Daugherty (273 U. S. 135 (1927)). 
°U. 8. v. Bryan (72 F. Supp. 58 (D. C. 1947) ). 
‘In Re Chapman (166 U. S. 661, 672 (1897) McGrain v. Daugherty (27 U. 8S. 135 
(1927).).; Townsend v. U. 8. (95 F. 2d 352, 361 (1 dg) )). 
19 





20 INVESTIGATION OF RACKETEERING IN THE DETROIT AREA 


Long and vigorously has been heard the argument that jurisdiction 
to make investigations and hold hearings in connec tion with racketeer- 
ing growing out of labor disputes, or in the jukebox or other industries 
was not vested in this committee. Members of the committee who 
vigorously asserted that such investigations and hearings should be 
carried on by the House Committee on Education and Labor, reversed 
themselves on January 20, 1954, when they gave to Mr. George H, 
Bender, through the Subcommittee on Public Accounts, authority to 


conduct just such type of investigations. 

There can be no sustained charge made against the committee that 
we are infringing on the territory of the Committee on Education and 
Labor or any other standing committee of the House. No infringe- 
ment can be committed on our part since there are no bounds set up in 
the Rules of the House, nor in the Legislative Reorganization Act of 
1946, as amended, from which we derive by statute our functions, but 
we are at home and in our proper field of activity at “all levels of 
Government activities.” 

The statement made by Mr. Condon, as indicated in item No. 3 
above, that the House itself apparently holds the view that our com- 
mittee lacked jurisdiction cannot be substantiated and is, as a matter 
of fact, not correct. 

Such an inference was made by a newspaper editorial writer a few 
days ago and I propose to introduce in the House if recognized for that 
purpose, a resolution requesting that this editorial writer, the news- 
paper involved, as well as the syndicate, all be advised of the true fact 
surrounding the recommitting of House Resolution 419 which is a pro- 
posal to appropriate $100,000 for the Public Accounts Subcommittee 
of the Committee on Government Operations. 

That resolution is as follows 

Be it resolved, That the Clerk of the House be, and he hereby is, instructed 
to advise Victor Riesel; the editor of the Washington Times-Herald; and the 
manager of the Post-Hall Syndicate, that, in the action taken by the House in 
approving the resolution of the gentleman from North Carolina, Mr. Grahat 
Barden, to recommit House Resolution No. 419, the House did not (a) express 
disapproval of investigations into illegal activities growing out of labor disputes; 
that (b) it has always insisted that the House had jurisdiction, through a com 
mittee, to investigate unlawful activities which were in violation of Federal 
law, activities which injuriously effect the public heaith and welfare or the 
national security; that (c) the House has at all times been willing, and today 
is willing, to appropriate whatever funds may be necessary to investigate any 
situations referred to under subparagraph (b) just stated; but that (d) when 
the motion to recommit was voted upon, permission to offer a perfecting amend- 
ment which would have insured the expenditure of the funds asked to the 
purpose authorized by the Committee on Government Operations was denied; 
hence (e) the House was foreed into a situation where it was asked to appro- 
priate $109,000 for an undefined purpose; that (f) the action of the House, 
instead of’ affording grouuds for the inference that any of those who voted 
for the motion to recommit were opposed to any investigation into racketeer- 
ing shows that those who voted to recommit were, in fact, determined to insure 
that any funds voted to the subcommittee which proposed to carry on such 
investigations would be expended for that purpose only; (g) intended to prevent 
any conflict of jurisdiction between regular committees of the House: and 
(h) the resolution which was recommitted was a proposal to appropriate 
$100,000 to the Subcommittee of the Committee on Government Operations which 
had jurisdiction over Public Accounts; it did not, directly or indirectly, refer 
to racketeering; it was a blunt request for an appropriation of $100,000 to the 
Subcommittee on Public Accounts of the House Committee on Government 
Operations. 

Crare E, Horrman. 
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ELIMINATION OF CENSUS OF RED-CEDAR SHINGLES 





\Iarcu 8, 1954.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 


Mr. Rees of Kansas, from the Committee on Post Office and Civil 
Service, submitted the following 


REPORT 


{To accompany 8. 2348] 


The Committee on Post Office and Civil Service, to whom was 
referred the bill (S. 2348) to repeal the act entitled “‘An act to authorize 
the Director of the Census to collect and publish statistics of red- 
cedar shingles,” having considered the same, report favorably thereon 
without amendment and recommend that the bill do pass. 


STATEMENT 


This legislation authorizes discontinuance of the collection and 
publication by the Bureau of Census of monthly statistics on the 
production, shipment, and importation of red-cedar shingles. These 
statistics are no longer necessary since the trade agreement which 
gave rise to the requirement therefor has been superseded. 

The act of May 25, 1937 (50 Stat. 204) requires the Director of the 
Census to collect and publish these statistics. This statute was 
enacted as the direct result of a 1937 trade agreement between the 
United States and Canada which authorized the President of the 
United States to impose a tariff on red-cedar shingles imported from 
Canada when such imports exceeded a certain proportion of the com- 
bined totals of shipments from United States mills and imports from 
Canada. 

A general trade agreement between the United States and Canada, 
entered into in 1947, superseded the 1937 agreement and eliminated 
the provision for a tariff on red-cedar shingles which resulted in the 
1937 act. There is no present trade agreement which requires collec- 
tion and publication of statistics on red-cedar shingles. 

The Bureau of the Census informed the committee that the special 
statistics compiled under the 1937-act are useful to only a relatively 
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small er up eng wed in the red-cedar shingle industry, and th 


cost of this service to the Government is disproportionate to the \ 
The Bureau generally does not collect and disseminate this typ« 
statistical data for individual industries It has done so with re 

to red-cedar shingles not for the benefit of any particular industry 
because of the statutory requirement made obsolete by the ri 
trade agreement Present appropriations of the Bureau of 
Census are reported to be adequate to compile total production of 
red-cedar shingles annually and include statistics thereon in the reg 
quinquennial census of manufacturers 


f i 1 »— 


smce the purpose of the act o! May 20, 1¥dof NO longer eX! 
should bi repealed 
The Secretary of Commerce recommet ds enactment of this les 


tion and the Bureau of the Budget reports no objection thereto 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the Hi 
of Representatives, changes in existing law made by the bill, as 
duced, are shown as follows (existing law proposed to be omitt: 
enclosed in black brackets, new matter is printed in italics, exis 
law in which no change is proposed is shown in roman): 


t the Cor to ¢ tand nubili tat f red-ced 


[AN AC1 


[Be it enacted by the Senate and House of Representatives of the United S 
1merica in Congress assembled, That the Director of the Census be, and 
hereby, authorized and directed to collect and publish statisties coneert 
number of squares of red-cedar shingles produced in shingle-manufact 
establishments in the United States: the shipments of red-cedar shing! 
producers; the withdrawals from warehouses of red-cedar shingles whit ‘ 
been imported into the United States from Canada; and the imports of red-c« 
shingles from Canada 

[Sec. 2. That the statistics as to the number of squares of shingles as pre 
for herein shall relate to each calendar month and shall be published as 
possible after the close of the month All of these publieations containi: 
tistics of red-cedar shingles shall be mailed by the Director of the Census 
red-cedar-shingle producers and to all dealers in shingles in the United § 
who shall request the same, and to all daily newspapers throughout the | 
States. The Director of the Census shall furnish to the State Depart 
immediately after the publication of each report of that Bureau regardin 
cedar shingles, the complete available statistics hereinbefore mentioned 

[Sic. 3. That the information furnished by any individual establishment 
the provisions of this Act shall be considered as strictly confidential and 
be used only for the statistical purpose for which it is supplied. Any en 


of the Bureau of the Census who, without the written authority of the Dir 
of the Census, shall publish or communicate any information given it 


possession by reason of his employment under the provisions of this Act 
be guilty of a misdemeanor and i 
than $300 or more than $1,000 or imprisoned 
year or both so fined and imprisoned, at the discre 
(Sec. 4. That it shall be the duty of every owner, president, treasurer 
tary, director, or other officer or agent of any red-cedar-shingle-producing 
manufacturing establishment, warehouse, or other place where red-cedar s! 
are manufactured, dealt in, stored, or handled, whether conducted as I 
tion, firm, limited partnership, or by individuals, when requested by the Di 
of the Census or by any special agent or other emplovee of the Bureau 
Census acting under the instructions of said Director, to furnish complet 
correctly, to the best of his knowledge, all of the information concernin 
number and grade of red-cedar shingles produced, shipped, sold, im 
consumed, handled, or held in storage, and the number of machines prod 
red-cedar shingles. The request of the Director of the Census for inforn 





ll, upon conviction thereof, be fined 1 





for a period of not exceedi 





tion of the court. 
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MPORARY EXTENSION OF THE RIGHTS OF PRIORITY OI! 
NATIONALS OF JAPAN AND CERTAIN NATIONALS OF GERMANY 
WITH RESPECT TO APPLICATIONS FOR PATENTS 


cu 9, 1954.—Committed to the Committee of the Whole House on the 


State of the Union and ordered to be printed 


r. CrumpAcKER, from the Committee on the Judiciary submitted 
the following 


REPORT 
[To accompany H. R. 6280] 


The Committee on the Judiciary, to whom was referred the bill 
H. R. 6280) a bill to extend temporarily the rights of priority of 
nationals of Japan and certain nationals of Germany with respect to 
applications for patents, having considered the same, report favorably 
thereon without amendment and recommend that the bill do pass. 


PURPOSE OF 1HE BILL 


The purpose of the bill is to give those nationals of Germany and 
Japan a limited extension of time to apply for such patent rights in the 
United States. This bill applies only to inventions made subsequent 
to January 1, 1946. It extends for a period of 9 months after the date 
of the enactment of this act the priority rights of nationals of Japan 
and Germany, except those residing in or subject to the jurisdiction of 
the zone of Germany occupied by the Union of Soviet Socialist Repub- 
lies, the Soviet sector of Berlin or other areas of Germany under Soviet 
or Polish administration. 

STATEMENT 


Public Law 380 of the 80th Congress provided that nationals of 
Germany and Japan should be permitted to apply for and obtain 
United States patents for their inventions. These nationals, however, 
in many instances were not able to avail themselves of these privileges 
and rights owing to difficulties existing during the postwar period, 
such as inability to obtain foreign exchange in order to file and prose- 
cute their patents here in the United States and also an uncertainty 
as to just what the rights were with regard to these patent applica- 
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tions. These difficulties were not wholly eliminated until about 
April of 1950 so that between 1946 and 1950 many of these nationals 
were not able to secure the full benefits of the United States patent 
law that Congress had intended under Public Law 380 of the 80th 
Congress. 


{Pustic Law 380—S80rH ConcrREss] 


[CHapTeR 511—IstT SeEsston] 
{H. R. 4070] 


AN ACT To carry into effect certain parts relating to patents of the treaties of peace with Italy, Bu 
Hungary, and Rumania, ratified by the Senate on June 5, 1947, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United State 
America in Congress assembled, That the International Convention for the Prot 
tion of Industrial Property of 1883, as amended, is considered as reestablis! 
and in full force and effect between the United States and Italy, Bulgaria, Hu 
gary, and Rumania from the date of this Act and the nationals of the latte 
countries may hereafter apply for and obtain patents in the United State 
their inventions and enjoy the rights and privileges thereof as provided in article : 
of said convention: Provided, however, That patents shall not be applied fo 
obtained, or if obtained, shall not be valid, for inventions heretofore made relating, 
to war material as specified in article 6 of annex XV A of the Treaty of Peac 
with Italy, article 6 of annex IV of the Treaty of Peace with Bulgaria, artic] 
of annex [V A of the Treaty of Peace with Hungary, and article 6 of annex I\ 
of the Treaty of Peace with Rumania. 

Sec. 2. The rights of priority and the times for the taking of any action spe 
ified in sections 1 and 3 of Public Law 690, Seventy-ninth Congress, approved 
August 8, 1946, which had not expired on Deeember 8, 1941, or which com- 
menced after such date, shall be and are hereby extended until February 29, 1948, 
in favor of nationals of Italy, Bulgaria, Hungary, and Rumania, subject to t! 
conditions and limitations specified in sections 1, 3, 4, and 10 of said Public Law 
690: Provided, however, That nothing in this Act shall affect any act which | 
been or shall be done by virtue of special measures taken under legislative, execu- 
tive, administrative, or military authority of the United States during World 
War II 

Sec. 3. Nationals of Germany and Japan may hereafter apply for and obtain 
patents in the United States for their inventions in accordance with the patent 
laws and enjoy the rights and privileges thereof: Provided, however, That patents 
obtained for such inventions shall be subject to any conditions and limitations 
with respect to duration, revocation, utilization, assignment, and licensing whic! 
may be imposed by Congress, or by the President in accordance with the provi- 
sions of any space treaty hereafter entered into with Germany or Japan: Ani 
provided further, That, except for patents based on applications filed in the United 
States Patent Office prior to the date of enactment of this Act, patents may not 
be applied for or obtained, or if obtained, shall not be valid, for any inventio: 
made, or upon which an application was filed by any such national, before Janu- 
ary 1, 1946, in Germany or Japan or in the territory of any other of the Axis 
Powers cr in any territory occupied by the Axis forces. 

Approved August 6, 1947. 


The enactment of this bill would extend the time for filing of patent 
applications by these nationals for 9 months from the date of passage 
of this act and they would thereby be accorded the same treatment 
as had been previously accorded to nationals of allied countries and 
of Italy, Hungary, Rumania, and Bulgaria. This bill, however, 
would not restore to any of these nationals any rights in inventions 
made during the war or vested in the United States Government under 
the Trading With the Enemy Act. 

The bill H. R. 6280 was introduced at the request of the State De- 
partment in an executive communication dated July 3, 1953. Both 
the Department of State and the Department of Commerce recom- 
mend the passage of this bill. In view of those recommendations, 
the Committee on the Judiciary recommends the enactment of the 
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bill. Attached hereto and made a part of this report are communi- 
cations from the Department of State and the Department of 
Commerce. 
DEPARTMENT OF STATE, 
Washington, July 3, 1953. 
JoserH W. Martin, Jr., 
Speaker of the House of Representatives. 


My Dear Mr. Speaker: There is transmitted herewith a proposed bill to 

nd temporarily the rights of priority of nationals of Japan and certain nationals 

f Germany with respect to applications for patents, which the Department of 

state recommends be enacted into law. A similar communication is being sub- 
ted to the President of the Senate. 

lhe Congress has previously determined that nationals of Germany and Japan 

ild be allowed to obtain patents in the United States on inventions made sub- 

ent to January 1, 1946 (Public Law 380, 80th Cong., approved August 6, 
1947). Nationals of these countries were not, however, immediately able to avail 
themselves of this right owing to difficulties existing during the years immediately 

wing World War II. These difficulties, which included the difficulty of ob- 

ing foreign exchange to file and prosecute United States patent applications 
uid uneertainty on their part as to the rights accorded them under United States 
aw, were not wholly eliminated until about April 1950. Therefore, with respect 

nventions made between 1946 and 1950, nationals of Germany and Japan, in 
many cases, Were unable in fact to secure the benefits of United States patents 
that had been intended by Congress. 

The purpose of the proposed bill is to give those nationals of Germany and Japan 
limited extension of time to apply for such patent rights in the United States 
his extension of time would be of the same type as that previously accorded to 
itionals of allied countries and of Italy, Hungary, Rumania, and Bulgaria by 
Publie Law 380, 80th Congress, approved August 6, 1947. It would not, however, 

ve the effect of restoring to nationals of Germany and Japan any rights what- 

ever in inventions made during the period of hostilities nor any rights vested by 
the Government of the United States under the Trading With the Enemy Act, 
Ss amended. 

During the period of occupation, both Germany and Japan restored to nationals 
f the United States all the patent rights, and rights to obtain patents, of which 

r nationals were deprived during World War II, and have accorded to them the 
same rights enjoyed by their nationals during the post-war period. In addition, 
oth countries have indicated their intention to continue to adhere to the Inter- 
ational Convention for the Protection of Industrial Property, which is the basic 
nd major international agreement relating to patents 

In view of these actions by Germany and Japan, and the policy of the United 
States to accord to these countries such treatment as will enable them to take 
their places on an equal basis with the free-world countries, it is considered 
lesirable that this proposed bill be enacted 

The Department of Commerce, because of its interest in the foreign trade and 
patent administration aspect of the measure, has also sponsored and cooperated 

the drafting of this bill. 

The Department has been informed by the Bureau of the Budget that there 
s no objection to the submission of this proposed legislation to the Congress for 
its consideration. 

Sincerely yours, 


Wa.rerR B. Smita, Acting Secretary 


Tue SecreETARY OF COMMMERCE, 
Washington, September 1, 1953. 
Hon. Coauncgy W. REEb, 
Chairman, Committee on the Judiciary, 
Howse of Representatives, Washington, D. C 
_ Dear Mr. CuatrMan: This letter is in reply to your request of July 23, 1953, 
lor the views of this Department with respect to H. R. 6280, a bill to extend 
temporarily the rights of priority of nationals of Japan and certain nationals of 


| Germany with respect to applications for patents. 


The extension of time provided for in H. R. 6280 would be of the same type as 
that previously accorded to nationals of aHied countries and of Italy, Hungary, 
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Rumania, and Bulgaria, by Public Law 380, 80th Congress, approved Augus 


1947 As a no new principles or procedures would be involved, a 


difficulties are rely to occur | 
The Department of Commerce sponsored the temporary extension of 
bill, because it appeared 


tant ()4 


the administration of the act by the Paten 


rights of priority, and cooperated in drafting the 


fai 


| 
r, under all the circumstances to grant to Germany and Japan equal treat ent 


th other nations in this respect Furthermore, it is desirable to maintain 
endly commercial relations in line with the policy of the Government of the 
Inited States in encouraging and aiding in the adoption of the German peace 
contract and European Defense Treaty, and the Japanese Treaty 
Therefore, the Department of Commerce recommends the enactment of 
H. R. 6280 
We have been advised by the Bureau of the Budget that it would interpose no 
objection to the submission of this letter. 
If we can be of further assistance in this matter, please call on us. 
Sincerely yours, 
Rosert B. Murray, Jr., 
Acting Secretary of Commerce. 
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L& 1954 SAHAG VARTANIAN 


L\W LIBRARY 


Marcu 9%, 1954.—Committed to the Committee of the Whole House and ordered 
to be printed 


Mr. Lang, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany H. R. 1509] 


The Committee on the Judiciary, to whom was referred the bill 
(H. R. 1509) for the relief of Sahag Vartanian, having considered the 
same, reports favorably thereon without amendment and recommends 
that the bill do pass. 

The purpose of the proposed legislation is to pay to Sahag Var- 
tanian, of Racine, Wis., the sum of $500 in full settlement of all 
claims against the United States as a refund for security bond posted 
for Perous Mary Derderian (nee Donaldson) which was declared 
forfeited April 18, 1949. 


STATEMENT OF FACTS 


The report from the Department of Justice, dated July 21, 1953, 
gives in detail the history of this proposed legislation. Also a letter 
addressed to Hon. Lawrence H. Smith, House of Representatives, 
dated February 12, 1953, from Baumblatt, Hardy & Storms is at- 
tached, and made a part of the record. 

After careful consideration of the facts disclosed by these and other 
documents, the committee is of the opinion that claimant is entitled 
to the relief sought, and recommends favorable consideration of the 


bill. 


The report of the Department and pertinent evidence is as follows: 
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2 SAHAG VARTANIAN 


DEPARTMENT OF JUSTICE, 
OFFICE OF THE DEPUTY ATTORNEY GENERAL, 
Washington, July 21, 195 
Hon. Caauncey W. ReEeEp, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington, mi. 


Dear Mr. CHatrMAN: This is in response to your request for the views of the 
Department of Justice concerning the bill (H. R. 1509) for the. relief of Sahag 
Vartanian 

The bill would provide for payment of the sum of $500 to Sabaz Vartania 
Racine, Wis., in full settlement of all claims against the United States as a1 | 
for a security bond posted for Perous Mary Derderian (nee Donaldson 
was declared forfeited on April 18, 1949. 

From the information contained in the files of the Immigration and Naturaliza- 
tion Service of the Department of Justice, it appears that Perous M. Derde: 
entered the United States at Detroit, Mich., on June 17, 1947. She was adn 
as a visitor until September 16, 1947, upon her representation that she was ec 
to the United States to marry Sahag Vartanian, a citizen of the United § 
who had served honorably in our Armed Forees during the World W ar I] s 
was admitted under the provisions of the act of June 29, 1946 (50 U.S. ¢ 8 
1855), authorizing the admission of alien fiancées or fiancés of members the 
Armed Forces Section 2 of the act required that the alien depart fron 
United States in the event the contemplated marriage did not take place : 
the period for which the alien was admitted. Section 4 required the prosp é : 
citizen spouse to furnish a bond in an amount sufficient to cover the cost 
alien’s deportation if and when the alien became deportable On June 11, 
at Milwaukee, Wis., Sahag Vartanian had executed the required bond in thx 
of $500 and pledged a Treasury bond of that amount as security. 

Perous M. Derderian did not marry Sahag Vartanian, but on September 12 
1947, she married another citizen veteran of the Armed Forces. On the ba 
this marriage, the alien’s status was adjusted in October 1947 to that of perma 
residence under the provisions of the act of December 28, 1945 (59 Stat. 659; 8 
U.S. C. 282-236). However, on February 10, 1948, the marriage was an) 
by order of the municipal court of Racine, Wis. The Immigration and Nat 
zation Service, not having been advised at the time of the annulment, on Februar 
17, 1948, ordered the cancellation of the bond on the understanding that the t 
of the bond had been met, and so notified Mr. Vartanian. Having learned later 
of the annulment, the Immigration and Naturalization Service on April 18 
1949, determined that the bond had been breached. On April 23, 1949 
Treasury bond was redeemed by the Government and the proceeds depos 
the Treasury of the United States. 

Deportation proceedings were instituted against the alien and are still p 
On February 17, 1953, she was granted the privilege of voluntary departur 
lieu of deportation She was married on December 19, 1951, to Charles M 
Donaldson, a citizen of the United States who is serving in the United States 
Navy, and a child has been born of such marriage. It may be inferred, there- 
fore, that she will be able to qualify for readmission to the United States 
nonquota immigrant under section 101 (a) (27) (A) of the Immigration a 
Nationality Act. 

Whether the bill should be enacted presents a question of legislative p 
concerning which the Department of Justice prefers to make no recommendation. | 

The Bureau of the Budget has advised this office that there would be 
objection to the submission of this report. 

Sincerely, 


WixiuraM P. Rogers, ‘ 
Deputy Attorney General, 


SraTeE or Wisconsin, Racine County, ss: 

Vartan Vartanian, being first duly sworn, on oath deposes and says that | 
naturalized citizen of the United States of America; that your affiant is p1 t ; 
residing at 946 Peck Avenue, Racine, Wis.; that your affiant is the father of Sahag 
Vartanian, who is presently serving with the United States Navy; 


That your affiant knows of his own knowledge that the said Sahag 
was instrumental in bringing one Paruz Mary Derderian to this country 


4 


Varta 
in tl 


spring of 1947 for the purpose of becoming married to her; that the said Sahag ( 
Vartanian discussed the prospective marriage to Paruz Mary Derderian wit! t 
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nt and that your affiant, as father of the said Sahag Vartanian, had approved 
the marriage: 

That this affidavit is made for the purpose of showing that the said Sahag 
Vartanian acted in good faith in bringing said Paruz Mary Derderian to this 
country for the purpose of marrying her and that said Sahag Vartanian acted in 
od faith in attempting to consummate the marriage, but that the said Paruz 
ary Derderian refused to enter into said marriage with said Sahag Vartanian. 

JACOB VARTANIAN. 


Subseribed and sworn to before me this 31st day of July, A. D. 1953. 


or 
if 


[SEAL] Louis Harpy, 
Notary Public, Racine County, Wisconsin. 
\fy commission expires April 24, 1955. 


Strate OF WISCONSIN, 
County of Racine, ss: 
Sahag Vartanian, being first duly sworn, on oath deposes and says that he is 
tizen of the United States of America and at the present time is in the armed 

ervices of the United States of America; that your affiant, on June 11, 1947, 

sted a $500 bond with the Immigration authorities in Milwaukee, Wis., for the 
purpose of having one Paruz Mary Derderian come to this country so that vour 
affiant and the said Paruz Mary Derderian could be married; that your affiant 
requested the said Paruz Mary Derderian to come to this country in good faith 
for the purpose of entering into a valid marriage, and that your affiant at the time 
he requested the said Paruz Mary Derderian to come to the United States believed 

zood faith that they would be married within the 90-day period as prescribed 
by law; that vour affiant acted in good faith and did everything within his power 
to consummate the marriage after the said Paruz Mary Derderian had arrived in 
the United States; that, in fact, your affiant had purchased an engagement ring 
and a wedding ring and after such purchases the said Paruz Mary Derderian ap- 
parently fell in love with one Harry Gengozian and married the said Harry 

Gengozian, who is also a citizen of the United States and who had served the United 
States of America in World War II, and that such marriage took place prior to 
the expiration of the 90-day period. 

That this affidavit is made for the purpose of showing that your affiant was in- 
rumental in bringing the said Paruz Mary Derderian to this country in good 
faith for the purpose of becoming married to her and that the marriage was not 
consummated through no fault of your affiant. 





SaHAG VARTANIAN. 
Subseribed and sworn to before me this 31st day of July A. D. 1953. 


SEAL] Lours Harpy, 
Notary Pub ic, Racine County, Wis. 
My commission expires April 24, 1955. 


oe 


BauMBLaATT, Harpy & Storms, 
‘ Racine, Wis., February 12, 1953. 
Re Sahag Vartanian. 
Hon. LAWRENCE H. Smirua, 
Old House Office Building, Washington, D. C. 


Dear ConGRESSMAN Situ: I am sorry that I did not send you the facts in 
the above-entitled matter sooner, but I believe I told you in another letter that I 
had been gone fora month. The facts in the above matter are as follows: 

In June of 1947, Sahag Vartanian, an American-born citizen, petitioned the 
Immigration Department for a visa on behalf of one Perouz Mary Derderian to 
come to this country from Lebanon with the intent of marrying Miss Derderian. 
He was permitted to bring her here under some Federal act which permitted 
engaged veterans to bring any individual to whom they were engaged for the 
purpose of marrying within 90 days. The Immigration Department requested 
that Mr. Vartanian post a $500 bond, which was done on June 11, 1947, and 
posted with the Immigration office in Milwaukee. It was Mr. Vartanian’s 
inderstanding that the purpose of the bond was that if he did not marry within 
90 days, this money could be used for the purpose of paying Miss Derderian’s 
transportation back to Lebanon. 
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Thereafter Miss Derderian arrived in this country the first part of July, and 
soon thereafter difficulties arose between Mr. Vartanian and Miss Derderian and 
the engagement was broken off. Miss Derderian then married Harry Gengozian, 
who was also a veteran of the Second World War, on the 12th day of Se pte mber 
1947. Thereafter this marriage was annulled on the 8th day of January 1948 in 
an action in the Municipal Court wherein Harry Gengozian was plaintiff and 
Miss Derderian was the defendant. 

Thereafter Miss Derderian was arrested on December 22, 1947, for forgery, but 
the charges were withdrawn. Thereafter on January 12, 1949, she was arrested 
for forgery again and sentenced to Taycheedah for a period of 1 year to 18 months 
on 1 count and 1 year on the second count, both counts to run simultaneous ly, 
She was thereafter released from Taycheedah and was permitted to remain in 
the United States. 

Thereafter she married Charles Donaldson, who is now in the United States 
Navy and that she is presently residing at 309 West 27th Street, Norfolk, Va. 

I believe that tnat covers tne facts of the case very well. If there is any 
additional information that you desire, kindly let me know. 

Yours very truly, 
Louis Harpy. 
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Marcu 9, 1954.—Committed to the Committee of the Whole House and ordered 
to be printed 


RDY. 


Mr. Lang, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany H. R. 3008] 


The Committee on the Judiciary, to whom was referred the bill 
H. R. 3008) for the relief of Esther Smith, having considered the same, 
report favorably thereon without amendment and recommend that 
the bill do pass. 

The purpose of the proposed legislation is to pay Esther Smith, of 
Wilmington, N. C., the sum of $2,500 in full settlement of all her 
claims against the United States as a result of being struck by an 
Army vehicle while she was walking along North Fourth Street, 
Wilmington, N. C., on December 22, 1944. 


STATEMENT OF FACTS 


The report of the Department of the Army, dated February 25, 
11954, gives in detail the history of this proposed legislation. 

After careful consideration your committee concurs in the recom- 
mendation of the Department of the Army, which states it favors 


enactment of the legislation, and recomme nds favorable consideration 
to the bill. 
The report of the Department of the Army is as follows: 


DEPARTMENT OF THE ARMY, 
Washington, D. C., February 25, 1954. 
n. Coauncey W. ReeEp, 
Chairman, Committee on the Judiciary, 
House of Representatives. 

Dear Mr. Reep: Reference is made to your letter enclosing a copy of H. | 
3008, 83d Congress, a bill for the relief of Esther Smith, and requesting a report 
on the merits of the bill. 

This bill provides as follows: 

That the Secretary of the Treasurv is authorized and directed to pay, out of 
any money in the Treasury not otherwise appropriated, to Esther Smith, Wil- 
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mington, N. C., the sum of $2,500. The payment of such sum shall be in f 
settlement of all claims of the said Esther Smith against the United States as 4 
result of being struck by an Army vehicle while she was walking along N 
Fourth Street, Wilmington, N. C., on December 22, 1944.” 

On December 22, 1944, at about 4 p. m., Esther Smith, accompanied | 
mother, was walking south (facing traffic) on the sidewalk of North Fourth Stree; 
in Wilmington, N. C. As they approached the vicinity of the City Wholesa 
Market Building, an Army jeep, operated by a soldier, traveling north on Nort 
Fourth Street suddenly turned off of the paved road to the right to pass anot 
vehicle, and, in so doing, the Army jeep struck and injured Esther Smith. 

Officers of the Wilmington Police Department were apparently the firs 
vestigators to reach the scene of the accident and according to their official report 

“The army vehicle after striking Ester [Esther Smith] did not stop and witnesses 
stated that it left the scene at a very high rate of speed. There were skid 
indicating that the vheicle left the highway trying to pass another vehicle tra 
in the same direction about 60 feet before striking the woman, and the 
upon our arrival was lyiag about 60 feet from where witnesses stated sh 
struck. 

“Ester [Esther Smith] was taken to James Walker Memorial Hospital 
14 and was admitted with a fractured right erm and left leg and bruises, abras 
contusions, and lacerations about the face and body. 

‘An Army vehicle damaged on the right front was apprehended by State Pat: 
men Riddick and Mitchell near Castle Hayne and Pvt. Johnnie Glimbuts 
Chester Wyatt, and Pfe. John 8S. Ritlop were held for questioning. Gli 

and Wvatt denied having struck anvone but Ritlop stated that they did str 
woman and that Wyatt was driving.” 

Esther Smith was a patient of the James Walker Memorial Hospita 
December 22, 1944, to January 8, 1945 \ summarized medical report 
from the hospital contains the following information: 


““PHYSICAL EXAMINATION 


‘This revealed a fracture of the left tibia, Colles fracture of the right ar 
multiple contusions and abrasions of the body. Other systems [symptoms] 
essentially negative, although there was a profuse leukorrhea which had 
present for several months prior to admission. 


“X-RAY 


“Left leg —Tibia: There is an oblique fracture at the junction of the upper ar 
middle thirds. 

“Fibula: There is an oblique fracture through the head 

“Right forearm.—Radius: There is an oblique fracture through the 
portion of the distal end. The line of fracture extends into the joint 

‘Ulna: There is a transverse fracture through the base of the styloid 
All fragments are in good alinement 


} 


“COURSE IN HOSPITAL 


“On admission to the dispensary per stretcher, an upper lip lacerati 
sutured and abrasions were dressed. The fracture of the right arm was r 
and asplint was applied. The left leg was splinted until a closed reducti 
be done Although abrasions of the right knee caused some stiffness, this cl 
on motion. On December 27, 1944, the patient was taken to the operatir 
where a closed reduction of the left tibia and an application of cast was 
out under sodium pentathol anesthesia. The immediate postoperative co! 
was good, and on January 8, 1945, the patient was discharged improved 


“FINAL DIAGNOSIS 


“Fractured tibia, left; fractured radius and ulna, right; multiple abrasi 


“OPERATIONS 

“Closed reduction and application of casts.” 

Colonel B. 8. Burnet, of the Army Medical Corps, on December 4, 1950 
mitted the following report: 
“Subiect: Physical examination of Esther Smith. 
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> in full “Patient states that on or about December 22, 1944, she was struck by an 

tes as a Army vehicle on North Fourth Street, Wilmington, N. C. She states she sus- 

s North JF tained injuries to the left leg; which was broken below the knee; to the left hip; 
to the right knee; to the right wrist, and that her lip was cut. She was treated 

| by her fF at the James Walker Hospital in Wilmington, N. C., for a period, as she can 

b Street remember, of about 3 weeks. The treatment was done at her own expense, 

holesale according to her statement. 

n North “At the present time her right knee gives her considerable trouble, is painful, 

another aches, and at times swells. The left knee does the same thing but to a lesser 

: jegree. Her right wrist also hurts her and she is not able to do any washing and 

first in- ironing on account of her wrist. 

report— “On examination, this is a large, somewhat overweight colored female. Her 

vitnesses eft knee has motion within normal limits. X-ray negative. There is no swelling, 

d marks no instability in straight or flexed position, to test. 

raveling “Left hip: Motion is within normal limits. No muscle spasm noted. X-ray 

} Woman fleft hip negative. 

she was “Left leg: There is a scar 10 inches long running transversely across the mid 
third of the ealf of the left leg, well healed. There is good range of motion in 

by car the left ankle. There is no gross deformity of the leg. X-ray reveals fracture, 

brasions, junction of mid and upper third of the tibia with firm bony union and very slight 
yosterior angulation. 

e Patrol- “Right knee: There is a slight restriction on flexion and marked lateral insta- 

ski, Pvt jility of the right knee to test when the knee is extended. X-ray shows a slight 

imbutsk leformity of the outer border of the lateral condyle of the right tibia. The head 
trike the {the right fibula is enlarged and misshapened. 

“Right wrist: There is no gross deformity. There is no instability of inferior 
tal fron ® radio-ulna joint. There is normal range of motion on flexion and extension. 
received X-ray reveals old healed fracture through radial styloid in good position. There 
appears to be a minimal irregularity of the surface of the lower end of the radius 
at the site where the fracture entered the joint. 

“Conclusion: This claimant has made an excellent recovery from all of her in- 
juries with the following exception: Lateral instability of the right knee and a 
mild degree of weakness of the right wrist. It is believed that these two residuals 
constitute a partial permanent disability” 

Mrs. Smith in a formal written statement dated November 29, 1950, discloses 
that this aecident affected her as follows: 

“T was 37 years old at the time of the accident, 23d day of December 1944. 
At that time I was working for Sunshine Laundry for the amount of $12 per 
pper and week. Since I was injured in the accident I haven't been able to do any public 

work, and I have difficulty in doing some of my housework, such as scrubbing 
floors and cleaning out cabinets that are close to the floor. 

“T was taking care of my mother at the time of the accident. She was 63 
years old at that time. 

1 process “T can’t give the complete medical and hospital expense that incurred as a 
result of my injury from the accident, but I do remember of making the first 
payment of $103.60. I made another payment of $5.50 for an X-ray, and also 
paid $3 for exchanging cast. I was discharged from the James Walker Memorial 
Hospital some time in January of 1945. For several weeks after I was discharged 

ation was @ ‘fom the hospital, I had to go back for treatments which cost from $3 to $5 for 

gs reduce each trip. I don’t remember how many trips I made back to the hospital. 

tion could “The property that I lost in the accident were as follows: Glasses broken, one 

is cleared ff shoe lost and the other one cut, and pocketbook ripped open.” 

ting roon Although the accident which resulted in the injuries sustained by Mrs. Smith 

as carried Mm occurred on December 22, 1944, no formal claim was filed by her or on her behalf 

conditior intil July 23, 1951, a lapse of about 6% years. The only statute available to 
the Department of the Army for the consideration of Mrs. Smith’s claim was 
the act of July 3, 1943 (57 Stat. 372; 31 U. 8. C. 223b), as amended, which 
provided, in pertinent part, as follows: 

“No claim shall be settled under this act unless presented in writing within 1 
asions. year after the accident or incident out of which such claim arises shall have 
occurred: Provided, That if such accident or incident occurs in time of war, or 
if War intervenes within 1 year after its occurrence, any claim may on good 
cause shown be presented within 1 year after peace is established.” 

Inasmuch as Mrs. Smith’s claim is barred by the statute of limitations quoted 
above, there is no method by which she may be compensated by the Department 
of the Army for the damages sustained by her as the result of the accident of 
December 22, 1944. 
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The evidence in this case fairly establishes that the accident of December 29 
1944, involving Esther Smith was not caused by any fault or negligence o1 
part, but resulted primarily from the negligence of the driver of the Army j 
involved in said accident in driving in a careless manner and in not maintai: 
proper control over his vehicle. The Department of the Army, therefore, is oj 
the view that the claimant should be compensated in a reasonable amount 
the damages sustained by her as a result of this accident. Considering th 
occupation, and earnings of the claimant at the time of her injury, and the nat 
of the injuries, which appear to have resulted in a partial degree of perman 
disability, as well as the other facts and circumstances in this case, it is the 
of the Department that the award proposed by the bill constitutes a fair and 
reasonable settlement for all of the damages sustained by the claimant as 
result of this accident. Accordingly, the Department of the Army has | 
objection to the enactment of this bill. 

The Bureau of the Budget advises that there is no objection to the submiss 
of this report 

Sincerely yours, 
Rospert T. STEVENS, 
Secretary of the Ar 


CLAIM FOR DAMAGES 


Smith, Esther, 1406 North Seventh St., Wilmington, N. C. Near Ideal G; 
1510 North Fourth St., Wilmington, N. C.—Personal injury, $2,500. Decem- 
ber 22, 1944, 4:07 p. m. 

Claimant walking south with her mother near Ideal Grill and City Wholesal 
Market. Building, 1510-14 North Fourth Street., Wilmington, N. C., December 22 
1944, about 12 feet off paved highway, when an Army jeep traveling northwar 
along North Fourth Street suddenly pulled off of paved surface to the right t 
a car, ran into claimant knocking her down with such force as to break her 
leg and right wrist, also injuring her right leg and left hip and eutting lip 
required two stitches to close wound. 

Has suit been filed in any United States District Court? No. 

Personal injury: Esther Smith, 1406 North Seventh Street, Wilmington, N. ( 
Broken left leg and right wrist; severe bruises and contusions about bod 
lacerated lip. 

Witnesses: L. S. Jeffords, Wilmington Police Department, Wilmington, N. ( 
Houston Carter, Wilmington Police Department, Wilmington, N. C.; Lou 
Skinner, 1406 North Seventh Street, Wilmington, N. C. 


STATEMENT 


Witminaton, N. C., November 29, 
Strate oF NortH CaRo.ina, 
County of New Hanover: 

Having been warned of my rights under the fifth amendment to the Constitu- 
tion of the United States, I, Esther Smith, 1406 North Seventh Street, Wilmingto: 
N. C., choose to make the following statement: 

I was 37 years old at the time of the accident, 23d day of December 1944 
that time I was working for Sunshine Laundry for the amount of $12 per week 
Since I was injured in the accident I haven’t been able to do any public work, 
and I have difficulty in doing some of my housework, such as serubbing floors 
and cleaning out cabinets that are close to the floor. 

I was taking care of my mother at the time of the accident. She was 63 years 
old at that time 

I can’t give the complete medical and hospital expense that incurred as 4 
result of my injury from the accident, but I do remember of making the first 
payment of $103.60. I made another payment of $5.50 for an X-ray, and als 
paid $3 for exchanging cast. I was discharged from the James Walker Memorial 
Hospital sometime in January of 1945. For several weeks after I was discharged 
from the hospital, I had to go back for treatments which cost from $3 to $5 for 
each trip. I don’t remember how many trips I made back to the hospital 

The property that I lost in the accident were as follows: Glasses broken, one 
shoe lost and the other one cut, and pocketbook ripped open. 

My husband (George Smith) turned the case over to Lawyer W. K. Rhodes, Jr 
to put in a claim for my injuries that was caused by an Army jeep striking ! 
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Later on in the summer of 1945, my husband and I stopped in to see Lawyer 
Rhodes; at that time he took a statement from me, asking me about the condition 
of my leg and wrist. I didn’t sign the statement of the questions he had asked 
me, and I didn’t sign any papers for a claim being that Lawyer Rhodes was 
handling the case. During the past summer of 1950, Lawyer Rhodes sent word 
to my husband for he and I to come down to his office to see him. He had me 
to give him another statement asking the condition of my leg and wrist, and 
how much it bothered me to try to work 

Further deponent sayeth not. 

EsTHER SMITH 
Witnessed by: 
Witt C. Pearce, 
Captain, Ordnance Corps, 
Assistant Post Claims Officer, Fort Bragg, N. C. 





STATEMENT 


WILMINGTON, N. C., November 29, 1950. 
STATE OF NORTH CAROLINA, 
County of New Hanover: 


Having been warned of my rights under the fifth amendment to the Constitu- 
tion of the United States, I, George Smith, 1406 North Seventh Street, Wilming- 
ton, N. C., choose to make the following statement: 

The next day after my wife was put in the hospital from the results of an accident 
which broke her leg and arm and injuring her hip, I went to see Lawyer Rhodes 
and told him that she was in the hospital. I asked Lawyer Rhodes to see about 
the accident and see if he could give me some help on it as to what could be done. 
Lawyer Rhodes told me he would take care of the case for me. 

I got my wife out of the hospital some time in January 1945, and she wasn’t 
able to get up until some time in March, when she started to using crutches; she 
ised crutches until the Ist day of June 1945. 

Since my wife was injured I have been her full support and have helped her 
mother. 

Further deponent sayeth not. 

GEORGE SMITH. 

Witnessed: 

Wixturam C. Pearce, 
Captain, Ordnance Corps, 
Assistant Post Claims Officer, Fort Bragg, N. C. 


Address: Ideal Grill 

Nature of complaint: Signal 14 and 17 with injury 

Received: Sikes. How received: Phone. Time: 4:07 p. m. 
Officers assigned: Jeffords and Carter. Date: December 22, 1944. 


DETAILS OF COMPLAINT 


Investigated above and found that Ester Smith (B), who lives at Hilton Park 
near the Johnson Cotton Co. had been struck by an Army vehicle traveling north 
on Cornelius Harnett Drive near the Ideal Grill. 

The Army vehicle after striking Ester did not stop and witnesses stated that it 
left the scene at a very high rate of speed. There were skid marks indicating that 
the vehicle left the highway trying to pass another vehicle traveling in the same 
direction about 60 feet before striking the woman, and the woman upon our 
arrival was lying about 60 feet from where witnesses stated she was struck. 

Ester was taken to James Walker Memorial Hospital by car 14 and was ad- 
mitted with a fractured right arm and left leg and bruises, abrasions, contusions, 
and lacerations about the face and body. 

An Army vehicle damaged on the right front was apprehended by State Patrol- 
men Riddick and Mitchell near Castle Hayne and Pvt. Johnnie Glimbutski, 
Pvt. Chester Wyatt, and Pfc. John 8S. Ritlop were held for questioning. Glim- 
butski and Wyatt denied having struck anyone but Ritlop stated that they did 
strike the woman and that Wyatt was driving. 

Further investigations by State highway patrol. 

Per JEFFORDS 
(Signatures of investigating officers). 
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AFFIDAVIT 
Strate or Nortu CARO.Lina, 
County of New Hanover: 

W. K. Rhodes, Jr., being duly sworn, deposes and says: 

That he is now and has been a practicing attorney in the city of Wilmingt 
county of New Hanover, and State of North Carolina, for a period of 18 year 
that his office is located at No. 22 ¢ Jdd Fellows Building in the city of Wilming 
N.C 

That on or about the last week in December of 1944, George Smith, husbar 
Esther Smith, who now resides at No. 1406 North Seventh Street in the city 
Wilmington, came by the affiant’s office and informed him that his wife, wl 
walking along North Fourth Street on December 22, 1944, was struck down by 
Army vehicle which inflicted serious and permanent injuries about the bod 
his wife, to wit, compound fracture of the right wrist, fracture of the left le 
bruises, abrasions, and lacerations about the face and body, and that the dr 
and occupants of the Army vehicle had fled the scene without stopping to re1 
assistance to the wife of George Smith, who at the time was accompanied by 
mother, and that the State highway patrol had picked up the driver and ocx 
of the Army vehicle 

That the affiant suggested to George Smith that he bring his wife to the affiant’s 
office as soon as she was able; that some few months thereafter George &: 
and his wife Esther Smith came to the office of the affiant at which time she relate: 
just how she was injured stating that she had been unable to return to work at 
@ local laundry and that she had been informed that it would be several months 
before she would be able to return to work, if then. Smith and his wife wer 
informed that an investigation would be made of the matter and necessary forn 
for filing a claim would be obtained through the proper channels, thereupon, the 
affiant took the matter up with Hon. J. B. Clark, Congressman from the Sev- 
enth North Carolina District; that in some way or another, the file apparently 
became misplaced in the office of Congressman Clark as several months thereafter 
inquiry was made and one of Mr. Clark’s assistants wrote me that the first time 
he came to Wilmington, he would drop bv my office and straighten the matter out 
Mr. Marion Shuffler, Mr. Clark’s assistant, at that time, came by the affiant’s 
office in Wilmington, N. C., and stated that the file had been misplaced and 
requested that the affiant let him have the entire file on the matter which t 
affiant did and apparently that file became misplaced as the matter was taker 
with the present Congressman from the Seventh North Carolina District on t! 
13th day of June 1950, and upon advice from Mr. F. Ertel Carlyle’s office, that 
they could not locate the file on this particular matter, the affiant sent | 
Carlvle all information he had with reference to the claim. According to 
affiant’s best recollection, the original file contained a claim for $2,500 for persona 
injuries sustained by Esther Smith; however, the affiant is not in position to sa 
just how the claim was made. 

According to the affiant’s best recollection, that at the time the claim was sent 
to the office of Congressman Clark, the claim was sent to Mr. Clark’s office { 
the reason that the air base at Bluethenthal Field had been closed. 

Chis the 28th day of November 1950. 

W. K. Ruopss, Jr., Affiant 


Sworn and subscribed to before me this the 28th day of November 1950. 
Joan Mincy, Notary Publ 
My commission expires September 16, 1951. 


DEPARTMENT OF THE ARMY, 
OFFICE OF THE JUDGE ADVOCATE GENERAL, 
Washington, D. C., February 15, 1951 
Hon. F. Erte, Cary.e, 
House of Representatives, Washington, D. C. 

Dear Mr. Caruyte: Further reference is made to your inquiry concerning t 
injuries sustained by Esther Smith, 1406 North Seventh Street, Wilmingto1 
N. C., on December 22, 1944, when she was struck by an Army truck neal 
Wilmington. 

A report of investigation concerning the accident in which Mrs. Smith was 
injured has been received by this office. On December 22, 1944, at approximati 
t p. m., Esther Smith was struck by an Army vehicle while she was walking along 








ESTHER SMITH 7 


North Fourth Street in Wilmington As a result of this accident, Mrs. Smith 
sustained a fractured left leg, a fractured right arm, and numerous cuts and 
ises. She was hospitalized at James Walker Memorial Hospital, Wilming- 
from December 22, 1944, until January 8, 1945. She was not able to walk 





hout the assistance of crutches until June 1, 1945 As a result of the accident 
1g tor of December 22, 1944, Mrs. Smith incurred medical and hospital expenses in the 
re amount of $162.10 ($5.50 for X-ray, $103.60 for hospital expenses, $3 for changing 
1 a ist, and $50 for outpatient visits) and suffered loss of perso al property in the 
te 1 int of $25 ($15 for a pair of glasses, $5 for a pair of shoes, and $5 for a pocket- 
avy ol It appears that the Army vehicle which struck Mrs. Smith did not stop. Some 
by . time later, however, the North Carolina & Police apprehended an Army 
ry 9 hicle near Castle Hayne, N. C., which showed evidence of having been involved 


n accident. The driver of this vehicle denied having struck anyone, but a 
isted man who was a passenger in the vehicle stated that it had struck a womat 
On December 4, 1950, Mrs Smith was examined by a medical officer at the 





render | ed States Army Hospital, Fort Bragg, N.C. Tha xamination revealed 
Dy that Mrs. Smith had received some parti rmanent disability of the right kne« 
' ; and right wrist as a result of the accident of December 22, 1944 
At the time of the accident Mrs. Smith was emploved at the Sunshine Laundry 

fiant’s Wilmington and was paid approximately $12 per week. She was married and 
ws had one dependent, her mother, Mrs. Lueller Skinner 
related No claim has been filed by Mrs. Smith with the Department of the Army for 
rork at umages on account of the injuries which she sustained in the accident of December 
nonths 22,1944. It appears from an affidavit made by W. K. Rhodes, attorney for the 
e wer aimant, that there was an attempt made to file a claim on behalf of Mrs. Smith 
forms rough Hon. J. B. Clark, then United States Representative from the Seventh 
on, the District of North Carolina, but it further appears that the file concerning this 
le HEvV- laim Was misplaced in the office of Mr. Clark 
arently There is no statute or appropriation available to the Department of the Army 


realtel ler which a claim, if filed now by Mrs. Smith, for the damages sustained by 


st time rin the above-mentioned accident could be administratively paid It appears 
— : r 

ter out therefore, that the only method by which the claimant may be compensated for 

ffiant’s the damages in question is through the enactment by the Congress of a privat 


ed and relief bill for her benefit. 

ich the It is regretted that the facts and circumstances in this case and the law applicable 
ken up thereto do not permit a more favorable reply. 

on Ul Sincerely yours, 
Ce, that EK. M. BRANNON, 
nt Mr Major General, United States Arm . 

to tl The Judge Advocate General 


ersonal 


ning t 
ningtol 
ick neal 


nith was 
ximate 
ng along 











83p CONGRESS t HOUSE OF REPRESENTATIVES f REpPortT 
t No. 1329 


} 1 Né Ssion 


HERSCHEL D. REAGAN 


House and ordered 


\ir. Forrester, from the Committee on the Judiciary, submitted the 


following 


REPORT 
[To accompany H. R. ! 


The Committee on the Judiciary to whom was referred the bill 
H. R. 5933) for the relief of Herschel D. Reagan, having considered 
the same, reports favorably thereon without amendment and recom- 
mends that the bill do pass. 

[he purpose of the proposed legislation is to pay Herschel D 


wan of Cairo, Ga., the sum of $500 in reimbursement for bond 


ed for Efthalie Ray (nee Kyriakides) in 1948. 


NN 


OS 
STATEMENT OF FACTS 


The report of the Department of Justice, dated November 25, 1953, 
gives in detail the history of this proposed legislation, and states it 
has no objection to the enactment of the legislation. 

Your committee concurs in the report of the Department of Justice, 
and recommends favorable consideration of the bill. 


DEPARTMEN1 
F THE Dex 


Cuauncey W. REEp, 
hairman, Committee on the Judiciary, 
House of Repre sentatives, Washington, D. C. 
Dear Mr. CaairMAN: This is in response to your re t for the views of the 
Department of Justice concerning the bill (H. R. 33) for » relief of Herschel 
D. Reagan, 
he bill would provide for the payment of the sum of $500 t« ‘schel D 
PReagan, of Cairo, Ga., in full settiement of all claims against the United States 
As reimbursement for bond posted for Efthalie Ray (nee Kyriakides) in 1948 
From the in ‘ormation contained in the files of the Immigration and Naturaliza- 
Service of the Department of Justice, it appears that Eithalie Kyriakides (or 
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Kvriacou) was admitted to the United States on October 5, 1948, as a 
until January 5, 1949, upon her representation that she was coming to the | 
States to marry Herschel D. Reagan, a citizen of the United States, w 
served honorably in our Armed Forces during World War II. Her ad 
was authorized under the provisions of the act of June 29, 1946 (50 U.S. ¢ 
1855). relating to the admission of alien fiancées or fiancés of member 
Armed Forces. Section 2 of the act provided that the alien would be requ 
depart from the United States in the event the contemplated marriage d 
take place within the period for which the alien was admitted. Section 4 re 
the prospective spouse to furnish a bond. 

A bond in the amount of $500 was furnished by Herschel D. Reagan : 
cipal and the Great American Indemnity Co. as surety. The conditions 
bond were that the alien would conclude a valid marriage with Her 
Reagan during the period of her authorized stay or permanently depa 
the United States within such period without expense to the Governmer 

Herschel D. Reagan decided not to marry Miss Kyriakides. She did no 
from the United States within the period of her authorized stay She re: 
in the United States unlawfully and subsequently, on March 10, 1949, she 
William Daniel Ray, a citizen of the United States, who was then serving 
United States Army. 

On June 24, 1949, deportation proceedings were instituted against Mr 
on the ground that she had remained in the United States for a longer per 
time than authorized Her application for suspension of deportation w: 
ably acted upon and approved by a joint resolution of the 82d Congr 
record has been created showing that she was lawfully admitted to the | 
States for permanent residence as of October 5, 1948. 

An order was entered declaring the bond breached because the alien « 
marry Mr. Reagan and did not depart from the United States within the pe 
of time specified in the bond. No appeal was taken from this decision 

In view of the decision in United States v. Manufacturers Casualty Ins 
Company (113 KF. Supp. 402), the Department of Justice peresives no obj 
to the enactment of the bill. 

The Bureau of the Budget has advised this office that there would be no 
tion to the submission of this report. 

Sincerely, 
WiuuraM P. Rocers, 
Deputy Attorney Gene 


UNiTED SratvTes DEPARTMENT OF JUSTICE, 
IMMIGRATION AND NATURALIZATION SERVICE, 
San Ant 20, Tex.., Ju yf Ss. / 
Re Great American Indemnity Co. bond 417679, claim B—25871, Her 
Reagan. 
Mr. A. J. Wurrenurst, 
Altorne y ar d Counselor at Law 
Thomasville, Ga. 
Dear Str: With reference to your letter or June 29, 1953, you are inforn 
Efthalia Kyriakidou Ray was found to be deportable under the act of Ma 


1924, in that, after her admission as a visitor she remained in the United 8 


for a longer time than permitted under said act or regulations made ther« 
Pursuant to deportation proceedings had in the matter, her deportation wa 
pended in accordance with provisions of section 19 (c) of the Immigrat 
of 1917, as amended, the warrant of arrest canceled and a record of her per! 
residence created by this Service. 

You are further informed that the expense to you for filing an appeal 
class of case is a $10 fee which may be rendered in the form of a postal, expr 
bank money order made payable to the Treasurer of the United State 
amount stated. In the event you decide to appeal the decision of this offic 
entire record will be forwarded to the Assistant Commissioner, Inspectio1 
Examinations Division, Immigration and Naturalization Service, Washing! 
D. C., for final decision. You will be permitted to submit in connection wi 
appeal any additional evidence that you may desire bearing upon the case 
decision of the Assistant Commissioner in this class of case is final. Fror 
foregoing, you will no doubt be able to arrive at an estimate of the expense | 
incurred in appealing the case. 
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ated in previous communications to you, a period of 10 days was allowed 

1 an appeal could be made. However, it has been decided to extend that 
i, under the circumstances, and if you submit notice of appeal in time for it 
h this office not later than Monday, July 13, 1953, it will be considered. 
Sincerely yours, 


Unitep States DEPARTMENT 
IMMIGRATION AND NATURAI 


American Indemnity Co. bond 417679, 


W HITEHURST, 
4 and Counselor at Law, 
Thomas l 
AR SIR: With reference to your | tter lay 28, 
1 to the fact that you have requested a reconsideration of this es ibsequen 
mn of May 25, 1953, anc at vou failed to sub1 I c r such 
ideration as prescribed by } ction 2.5 (6 tl proper 
ot submitted for reconsideration of the matter, | 
y and am convi 4 f cision of this offi rec ig the bond 
si the following 
which | hope wi i that ich l UL § | iitable: 
Kfthalie Kyriakides was : the United States, er 5, 1948, 
mynd in the: sunt of $50 


ran » whom t 
itted under the Vision , act of June 29, 1946 
liv stated that the Attorn 
include ‘ 


fan alien covered by the prov 


a requireme! 


Immigration and 
nt suffiicient to cover the « 
shall be forfeited to the 
‘table, * * ee 
Reagan decided not to marry the ¢ 
nited States within 90 days from the ds adi 
e deportable and the bond provided f r entr) 


hat she later married an American citizen who wa 


did not serve to adjust her status under the imm 


vas unlawfully in the United States, it was necessar 


irrest and thereby institute the deportation proceedin 


1 


inder which she was admitted to the United State 
Che fact that she married a citizen of the United States who was a member of 
(Armed Forces of this country and because of that was eligible for suspension 
‘portation would have no bearing upon the status of the 


] 
iC} ne 
dv been violated bv the alien becoming subject to denortati 


ich } acd 


. . 
[It will be seen that the alien’s status could not be adjusted to that of a per- 
manent resident under the provisions of the law governing her admission, and it 
therefore was necessary for the Immigration and Naturalization Service to pro- 
ceed against her upon the basis of the fact that she had become deportable and 

finally submit the case to Congress for a ruling before her status could 
adjusted. It was to save the Government of the United States any expense in 
this class of case that the provision was made in the law that a bond should be 
posted by the prospective American spouse prior to the admission of the fiance. 
lo rule that the bond in this case should not be declared breached would, in 
opinion, be contrary to the law which Congress passed, as such action would 
ce the expense of the deportation proceedings, which ensued as a result of 

e to comply with the conditions of the bond, upon the public 

eviously stated, you have a right to appeal to the Assistant Commissicner, 
ions and Examinations Division, Immigration and Naturalization Service, 
gton, D. C., and to submit with such appeal whatever argument, brief, 
vou may have to offer Although the time for appe al from the decision of 
s office dated May 25, 1953, has long since expired, you will be afforded another 


be properly 
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10 days after the receipt of this letter within which to execute and forw 
attached form I-129B, with appropriate fee, if you desire to appeal 
It is kindly requested that you submit your appeal, with appropriate fi; 
this office, Post Office Box 2539, San Antonio, Tex., or that this matter be 
in line for immediate settlement by the submission of certified check 
amount of the bond, $500, payable to the Treasurer of the United State 
Yours very truly, 
J. W. HoLianp 


District Director, San Antonio D 


JUNE 3, 
Hon. J. L. Pitcuer, M, C 


348 House O ffice Building, 
Washington, D. C. 

Dear J. L.: Several vears ago Herschel Reagan, who is one of the mem 
the big Reagan family throughout Thomas and Grady County, came back 
overseas and had arranged to marry an Egyptian girl 

This girl was permitted to leave Greece to enter the United States, but 
she left Greece to enter this country, it was necessary for her to post a $500 
in case she did not fulfill the terms of her entrance to this country. She d 
have the $500, so Herschel Reagan borrowed the money and put it up ii 
with Paul Searey, which fulfilled the requirements of the Great Amer 
Indemnity Co. for them to sign the bond as surety. 

You may recall then that the chamber of commerce and all of the civic « 
took over when the girl got to this country, and they were exploited mor 
noon, and night by all of the local interests who set the date for the marriag¢ 
did not even give them a chance to be together for 15 minutes to become 
quainted. They were flooded with invitations of the Macon Chamber of ( 
merce to visit Macon for a while; from Atlanta to visit up there for a wl 
songwriters writing them dedicating songs to them, ete. This was tak 
country boy too fast when he didn’t have any money and nothing but tw 
of clothes that were 5 years old and he could not keep them clean to meet 
the engagements that were made for them. So, the up-shot was that he a 
girl called off their proposed marriage 
Among the conditions of the bond for her entry into this country wa 
e Was to marry Herschel Reagan or depart from this country within 90 d 
After the plans blew up between her and Reagan, she left Thomas ¢ 
and went to Albany where, during the 90-day period, she marrie a Am 
citizen from Texas in the service, stationed at Albany. 
any hindrance or help from Herschel Reagan. 

When the plans blew up for the marriage, Herschel notified the immigr 
authorities. When she married somebody else within the 90 days he forwar 
them a certified copy of the marriage certificate. 

Now, Immigration Service is attempting to declare the bond breache 
eall on the Great American Co. for the penal sum of the bond and have no 
the bonding company to that effect, and sent a copy of the letter to Mr. Re 

We wrote back to the Immigration Service, a copy of the letter being e1 
expressing our objections. We have small hope that they will pay much att 
to it 

We know our position is sound in that any bond or contract to fore: 
people to marry is void as against public policy, so the intention of the bo 
to the effect that she would marry an American citizen within 90 days, 
she did, and the further intention of the bond is to have money available to d 
her if necessary, and this was not done. 

The action that should be taken is that the bond should henceforth be dé 
null and void and then the insurance company could refund to Mr. Her 
Regan the $500 cash that he has deposited with them. 

We realize this is a troublesome proposition, but we know that all of 
teagans in your district would appreciate assistance from you in intervening 
the Immigration Service in the matter. 

Wistar Jay asks that we send his personal regards along with ours. 

Very sincerely, 


A. J. WHITEHU! 
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May 28, 1953. 





In're your file No. 1400-17726, A-7069284. 
ce. t In re Great American Indemnity Co. bond 417679, claim B-25871, Herschel D. 
} ed Reagan. 


Unirep StaTes DEPARTMENT OF JUSTICE, 
Immigration and Naturalization Service, 
San Antonio, Tex. 
(Attention: R. F. Abbott, acting district director, San Antonio District.) 

GENTLEMEN: Copy of your letter of the 25th instant forwarded to Great 
American Indemnity Co. received by us. 
1953 We note that the bond executed by Mr. Herschel D. Reagan in behalf of 
- thalie Kyriakides bas been breached for the reason that Mr. Reagan did not 

ury the alien within the specified time, nor did she depart from the United 
Stetes within a period of 90 days from admission to this country. 

We wish to forward to your office our arguments as to why the above action 
should not be taken. 
*k from As to Mr. Reagan not marrying the alien within the specified time—Mr 
Reagan, within the specified time, went to the immigration office in Atlanta, Ga., 
and advised them the purported marriage plans had gone astray and that he would 
i = it marry the alien. Mr. Reagan was advised in Atlanta to notify his insurer, 





did ot Great American Indemnity Co., which was done, and he was twice contacted by 
in Cas! ; Jacksonville immigration office’s representative. On the first instance an 
merical ® affidavit was prepared and executed by Mr. Reagan to the effect he was not 
B = going to marry this young lady. On the second instance, which was after the 
ic clubs (0-day period, the first instance being within such period, he was advised that 
nor 7 


all probability, the bond would, in time, be void, but that any action taken 
him to close the file at that time would result in a declaration for a breach 
ne reac- \s to her failure to depart within the 90-day period— during this 90-day period, 


of Cor e alien married an American citizen in Albany, Ga., whose residence was Texas, 
a whil¢ ® and a photostatic copy of the marriage license was forwarded, by Mr. Reagan, 
aki , to the immigration authorities. 

wo sults We agree that upon strict technical grounds the bond can probably be declared 
et all ot i breached, but on broad equitable principles, we think it should be declared null 
and this 


and void, the security released and the cash money deposited by Mr. Reagan 
refunded to him for the reason that, even though she entered this country to 
vas tat He marry Mr. Reagan, it would certainly be contrary to public policy to force a 

marriage Which was subsequently against the will of the two parties, and since 





( did marry an American citizen within the time specified by the bond, this 
me filled her purpose in being admitted to this country even though it was not 
‘ e identical party for whom admission was originally granted 
; While we agree that none of the statements made by any of the Immigration 
grat and Naturalization Service’s employees could in any way alter the terms of the 
Ewart bond, we do say that such Service has been fully informed by Mr. Reagan of all 
eh f the activities of this alien and that her entry into this country was for the pur- 
he pose of marrying an American citizen within 90 days, and this was done. We 
7 DOK light further add in such connection that Mr. Reagan had no connection what- 
re ver in her marrying the other citizen and that such marriage was consummated 
enclosed freely and voluntarily by both parties without any persuasion or influence or 
Ut action whatsoever on the part of Mr. Reagan. 
’ We believe that the terms of the bond have been fully fulfilled in spirit, and tnat 
Orcs § the violation or breach, if any, was merely a technical breach, and we, therefore, 
pone 


ask that the action taken by the Immigration and Naturalization Service in 
declaring the bond breached be rescinded and instead the bond be declared null 
and void. 

Very truly yours, 
A. J. WHrIrenvrst. 


HUR 
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\larcu 9, 1954.—Committed to the Committee of the Whole House and ordered 
to be printed 


\(r. Jonas of Illinois, from the Committee on the Judiciary, submitted 
the following 


REPORT 
[To accompany H. R. 7258] 


The Committee on the Judiciary, to whom was referred the bill 
H. R. 7258) for the relief of the Willmore Engineering Co., having 
considered the same, report favorably thereon with amendment and 
recommend that the bill do pass. 

The amendment is as follows: 

Page 1, line 9, after the word “contract” insert the words “if any”’ 

The purpose of the proposed legislation is to merely refer to an 
arbitrator to be appointed by the chief judge of the District Court of 
the District of Columbia, the claim of Willmore Engineering Co., for 
services and expenses in connection with its contract, if any, with the 
United States for the production of winches for transport vessels neces- 
sary to the prosecution of World War II, for which it is alleged the 
United States has failed to provide adequate payment. 


STATEMENT OF FACTS 


The claim of Willmore Engineering Co. under H. R. 7258 arises out 
of the emergencies of the World War II, when the United States 
Maritime Commission was faced with the necessity of equipping cargo 
vessels with facilities for the handling and transportation of heavy 
equipment and war materials urgently required by the Armed Forces 

‘the United States. One of the most essential pieces of equipment 
was large and powerful electric unit winches for installation on such 
vessels, 

\ll of the old line, experienced manufacturers of this type of winch 
were overloaded with orders, and to increase the production required 
unusual techniques. Contracts were made by the Maritime Com- 
mission, in the exigencies of this situation, with emergency manu- 
facturers which were known by the Maritime Commission to be inex- 
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perienced, incompetent, and incapable of performing under 
contracts without the engineering skill and special knowledg 
expe rience possessed by the Willmore Ke ngineering Co., who 
complete project engineers, capable of supplying “what the mai 
facturer lacked in the matters of engineering, procurement, product 
supe rv ision, management, ace ounting, and cost control. 

The peculiar pattern required, of necessity, to be followed 
production of these winches, and the tec hniques de ‘veloped by 
Willmore Engineering Co. specially adapted to their manufact 
were beyond the limited si ope of the capabilities of the manufactu: 
selected by the Maritime Commission, and through the incompeten 
of those in charge of the production in the organizations of both thy 
manufacturer and Maritime itself, the project became slowed down 
and, finally, within a few short months, stalled completely. 

The Willmore Engineering Co. were requested by Maritim: 
remain on the job. They continued to furnish valuable techni 
and engineering services, and were, in fact, instrumental in sa\ 
the situation and assuring the continuance of the produc tion ‘ oject 
all of which was most urgently necessary to the prosecution of th 
war. From this point onward the Maritime Commission placed mo 
and more reliance upon the Willmore Engineering Co., who we: 
required thereby to undertake increased responsibilities of manag 
ment, supervision, and control, in addition to the engineering a 
other services theretofore performed by them. 

The admitted incompetence of the prime contractors continued | 
produce difficulties which were insurmountable without some definit 
underwriting arrangement for the Willmore Engineering Co.’s com 
pensation. In recognition of these circumstances and the necessi 
for the continuance of the services of the Willmore Engineering Co 
to the final completion of the project, all previous arrangements be- 
tween the parties were supplanted by a commitment made by th 
officials of the Maritime Commission whose responsibility it was to 
make this program successful in the interest of the prosecution of th 
war—the same officials who had arranged satisfactory settlements 
with other contractors similarly situated. This official commitment 
guaranteed to the Willmore Engineering Co. that, to assure its con- 
tinued services in the completion of the project, Willmore Engineering 
Co. would be compensated for the reasonable value of its services 
throughout the entire project, both past and future, without regar 
to prior contracts, arrangements or commitments. The Willmo 
Engineering Co., in good faith reliance upon this commitment by t! 
Maritime Commission, continued their performance and remain 
faithful to the successful execution of the project. 

It is evident, from the record, that the Maritime Commiss 
relied heavily upon Willmore Engineering Co. during several 
periods, and in particular the accounting period subsequent to 
delivery of all winches. The incompetent prime contractor was se 
to recover excessive profits. 

The record shows conclusively that Willmore Engineering 
stayed with the project through situations of extreme difficulty, a 
that they did so at considerable sacrifice, personal and financial 
their willingness and desire to serve the Government and aid | 
prosecution of the war. It is also evident in the record, and great! 
to the credit of these claimants as engineers, that not one winch 
the whole number delivered was found defective in any respect. 


} 
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The Willmore Engineering Co. produced in support of their claims 
an accounting record computed according to standard engineering 
practices, and peculiarly adapted to and required by this project, 
natond of the usual accounting technique familiar to the auditors of 
the Maritime Commission; and that fact alone, being wholly mis- 
understood by the Maritime Commission officials, resulted in the 
anomalous action of the same people approving payment to the 
Willmore Engineering Co., and refusing payment at other times, 
with innumerable variations in reasons therefor. The ‘'y found them- 
selves confronted by a completely chaotic condition in the handling 
of claims, and all attempts to secure any settlement were frustrated. 
They were shunted from one officer, committee, or board, to another, 
n each instance being denied a settlement because of technical 
ibstacles and objections by these officials. 

A just and fair handling of the claim required, in addition to a 
proper conception of the applicable accounting technique, an intelli- 
vent understanding of the terms of the special commitment made to 
these claimants and the circumstances that formed the consideration 
for that commitment. 

The committee finds ample ground for the conclusion that Mari- 
time claims officials persistently misunderstood, misinterpreted, and 
misconstrued the plain and evident meaning of the agreement made 
— the Willmore Engineering Co. by Maritime representatives at 

April 19, 1945, conference, at which the commitment was made, 
Jou the intention of that agreement was clearly apparent on the 
face of the documentary evidence in their own files. When the same 
evidence was presented to the United States District Court for the 
District of Columbia, the court judicially determined the terms of 
that commitment to be those so unsuccessfully urged upon Maritime 


) personnel by the claimants. 


The Willmore Engineering Co., as the result of the aforesaid 
persistent misinterpretation by the Maritime officials and _ their 


; misconstruction of the terms of the agreement, and the continued 
obstruction of payment for contract services rendered, and litigation 


forced upon them by Maritime Commission personnel and Government 
attorneys, have exhausted their legal remedies. 

A considerable portion of the time at the hearings before this 
committee was consumed by contentions of the Maritime witnesses 
based upon reports of Maritime Commission auditors who were 
assigned to examine the records of the Willmore Engineering Co. 


| during their attempts to secure a settlement, and the interpretation 


attempted to be placed upon these audit reports by personnel of the 
Commission. Upon the whole record, however, it appears to the 
satisfaction of the committee that there is no substantial basis for 
the criticisms instigated by Commission personnel. 

An audit performed at the instance of the committee by an experi- 
enced certified public accountant, entirely independent of the Maritime 
Commission, who made his audit of the Willmore Engineering Co. 
records during recesses of the hearings, stated that he had been enabled 
by reference to the accounting data, invoices, book records, time 
charge records, receipts, canceled checks, hotel bills, travel and expense 
vouchers, ete., submitted to him by the Willmore Engineering Co., to 


) prepare a complete set of double-entry books reflecting accurately 


all financial transactions of the individual members of the Willmore 
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Engineering Co. during the entire progress of their employment 
upon this wartime project. This auditor stated that he had found 
the records of the claimant to have been kept in meticulous detail, 
down to the last penny. He found no duplications, no false, erroneous 
or misleading entries, no item claimed before this committee that 
was not supported by reliable accounting data. Upon examination 
of the Maritime Commission audits, and comparison with the audit 
prepared by this witness, it was satisfactorily established that no 
discrepancy exists between these audits insofar as the receipts and 
expenditures of the claimant were concerned. 

Two separate appeals made by the claimants from the actions taken 
against them by Maritime officials to the Appeal Board set up unde: 
the Contract Settlement Act of 1944, were dismissed upon technical 
objections of these officials, the first because they had appealed too 
soon, and the second because they had appealed too late. 

Thereafter, the claimants appealed to the United States Court of 
Claims. On objection made by Government counsel, that court 
declined to take jurisdiction—a decision that resulted from the con- 
fused proceedings before the Maritime Commission officials, commit- 
tees, and boards, by which the claimants sought to follow methods 
provided by acts of Congress for the relief of war contractors such as 
they. The claimants were misled as to technical procedural require- 
ments in making their objections and appeals, and were deprived of 
the opportunity to present their claims on their merits before th 
Court of Claims. 

In March 1948, Maritime officials referred these claims to th 
Attorney General for investigation and action, upon the representa- 
tion, now determined judicially to have been unfounded, that the: 
was “suspicion” of fraud. Within a month thereafter, a full investi- 
gation of the claimants and their claims was made by the Federal 
Bureau of Investigation, which made a report to the Maritin 
Commission that completely exonerated the claimants of any fraud 

Over 3 vears later, at the insistence of Maritime personnel, an actior 
for civil fraud was filed in the United States District Court for th 
District of Columbia. The claimants accepted service of process 11 
the case, waiving technical objections which they were entitled to 
make thereto, and promptly answered the complaint. With their 
answer, the claimants filed counterclaims against the United States 
based upon their claims theretofore continuously asserted as above set 
forth. On objection by the Government, these counterclaims were 
dismissed by the court upon the ground that the amount thereof 
exceeded the jurisdiction of the district courts: 

The chairman of this committee insisted that the case be advanced 
for trial. Counsel for the Maritime Administration refused to cooper 
ate to that end. 

It was evident before the committee that the civil fraud action was 
instigated by Maritime officials as a dilatory and obstructive barrier 
to the assertion of the rights of the claimants. 

The trial commenced on March 5, 1953, and at the close of the 
Government’s evidence on March 10, 1953, the court, upon the motion 
of counsel for the claimants, instructed the jury to return a verdict 
in favor of the Willmore Engineering Co. The decision of the United 
States District Court for the District of Columbia, March 10, 1953, 
in this case, effectively disposes of all imputations and charges of bad 
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faith on the part of the claimants herein, and judicially establishes 
“that the Government adduced overwhelming evidence of the good 
faith of this transaction.” 

The court decision further establishes that: 

|. There was a bona fide agreement between the Maritime Com- 
mission representatives and the claimants on April 19, 1945, that the 
claimants should be compensated on a fair and reasonable basis for 
all their services in connection with the contract, and in connection 
with the work of completing the winch project, and that they were to 
make their claims on that basis. 

9. That by their diligence and good faith the claimants had actually 
<erved the best interests of the Government, saving the Maritime 
Commission approximately $300,000, as indicated by the court’s 
decision. 

3 That the per diem charges claimed are such as are ordinarily 
charged by engineers in similar work. 

It is evident to the committee that the Willmore Engineering Co. 
have been caused to bear great expenses for legal and accounting 
services, and other incidental expenses, including an unnecessary and 
wasteful expenditure of their professional time, on account of the 
unwarranted opposition to their claims. 

It is evident from the record and the decision of the United States 
district court that the United States Government is obligated to the 
claimants for fair compensation for its servlces in the Norwood, the 
Haarman, and the subsequent accounting and collection stages of 
their efforts during which payments were unfairly withheld. This 
committee has found that arbitration as provided for in H. R. 7258 
is the practicable and mutually agreeable method of finally settling 
the Government’s obligations to Willmore Engineering Co. 

The misunderstandings heretofore existing among the Maritime 
officials concerned as to the basic nature of this claim have now been 
resolved. ‘The committee is of the opinion that resort to the volum- 
‘nous record of hearings previously held in this case, confused as it is 
by the contentions of Maritime Commission witnesses founded upon 
misconceptions and misunderstandings, 1s impracticable and should 
be avoided. Inasmuch as a basis for adjustment of the claim has now 
for the first time been established, it remains only for Congress to 
provide a method of settlement that will be fair and equitable, both 
to the claimants and the United States. 

The Secretary of Commerce has carefully reviewed the facts of 
these claims in the light of the decision of the United States district 
court and has recommended the enactment of H. R. 7258, which fairly 
provides for arbitration and the expert evaluation of the many 
elements involved. The Secretary of Commerce has written to this 
committee as follows: 

Please be advised that we have carefully reviewed the facts regarding this 
situation. We believe that the relief provided by the bill is fully justified by these 
facts and we, therefore, have no objection to the enactment of this bill. In 
fact, we wish to indicate our specific approval of this bill which fairly provides 


for arbitration so as to determine any amounts required to satisfy the obligations 
of the Government to the company. 

The Bureau of the Budget has advised that they have no objection 
to the submission of this report. 

Therefore, your committee recommends favorable consideration of 
the bill, as amended. 
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Tue SECRETARY OF COMMERCI 
Washington 25, February 19, 1 
Hon. Cuauncrey W LEED, 
Chairman. Committee on the Judiciary, 
House of Representatives, Washington, D. C. 
Dear Mr. Cuatrman: This letter is in reply to your request of January 15 
for the views of this Department with respect to H. R. 7258, a bill for the 
of the Willmore Engineering Co 


Please be advised that we have carefully reviewed the facts regardin 
situation believe that the relief provided by the bill is fully justifi 
these facts ar we, therefore, have no objection to the enactment of thi 


In fact, we wish to indicate our specifie approval of this bill which fairly pr 
for arbitration so as to determine any amounts required to satisfy the oblig 
of the Government to the company. We believe this is a fair and « 
nanner of determining the questions involved. To make clear that the « 
of a contract is one of the issues to be resolved by the arbitrator, we recom: 
that the words if any,’’ be inserted after the word ‘‘contract”’ on page 1 
There are attached copies of a letter from the Assistant Director of the B 
of the Budget and a memorandum from my General Counsel Ciscu 
feasibility of arbitrating this matter under section 13 of the Contract 5S 
Act of 1944 
We have been advised by the Bureau of the Budget that it would interpo 
objection to the submission of this letter to vour committee. 
If 1 desire any further information kindly let us know. 
your 
SincLarrR WEE* 
Secretary of Comme 


FEBRUARY 2, 19 
Mr 
the Budget 
Erecutin iil } sident, Washington 25, D. C. 
Dear Mr. B rs: Responding to your telephone call of vesterda 


I am pleased to have 1. Lawrence B. Slater, my administrative assistant 
wilh vou and/or Mr Hyde ir vour office today, as arranged, abou 
H. R. 7258, for the relief of the Willmore Engineering Co. 

The following information, pertinent to this case, will be of interest 

H. RR. 7258 was drafted *ointly by the Office of General Counsel, Depar 
Commerce, and Mr. Slater of my staff, pursuant to an understand 
bv the Secretary of Commerce, with a view to arbitration 

I have suggested an alternative through which arbitration 
plished under existing law, specifically Public Law 395, 78th ¢ 
13 

The contracting agency responsible for settling any claim and 

contractor asse g the claim, by agreement, may submit all or any part 
termination clain arbitration, without regard to the amount in disput 
arbitration } edings shall be governed by the provisions of the United 5 
Arbitration he same extent as if authorized by an effective agree 
writing between the Government and the war contractor Anv such arb 
award shall be final and conclusive upon the United States to the same extent 
settlement under subsection (c) of section 6, but shall not be subject to appr 
by anv settlement review board.”’ 

This law requires only a simple agreement appointing an arbitrator, or 
request to the chief judge of the district court to appoint an arbitrator a 


Or 


embody in his appointment the language of H. R. 7258. 

I am prepared to press for passage of my bill, H. R. 7258. However, a r 
mendation from the Executive Office of the President to proceed under P 
Law 395 would obviate the necessity of cumbersome legislative procedur 
would have the net effect of practical direct action in the interest of final adjud 
tion of this claim 

Questions of law and fact bearing on the legitimacy of this claim by Will 
Engineering Co. were decided by the United States District Court for the D 
of Columbia on March 10, 1953, in Civil Action No. 1702-51, in favor of 
Willmore Engineering Co. 
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~ 
‘ 
ir interest in expediting proper consideration of this matter is appreciated 
ich. 
Very sincerely yours, 
FRANK SMALL, 
Member of Congress 


EXECUTIVE OFFICE OF THE PRESIDENT 
Burt OF THE But I 
Washir jton 2 D. ¢ I ! 8 195 
ionorable the SECRETARY OF CoMMER(‘ 
\iy Dear Mr. Secretary: This will acknowledge Mr. Dunn’s letter of January 


1954, transmitting copies of a proposed report t 
Judiciary with re H. R. 7258, a bill for the 


ering Co. 


pect to 


You are advised that while tl 








i¢ t con 
e of such report on H. R. 7258 as you d ppropriat e Bureau of the 
iget cannot concur in the Dills pre sions [ er nittee i the opinio 
the circumstances of ase warrant setting a le I udicatiy 
edings and waiving the ite of limit yns then we think e should 
idjudicated not by an aribtrator but rather by the Court of Cla with its 
experience hearing comples Lin a st the ¢ \ re 
It is recommended, therefore, that if adjudication of the case to be authorized 
be done preferably by a House resolution refert th to t Court of 
ns under the authority of section 257 of title 28 of [ ted States Code 
enactment of a bill conferring jurisdiction on that court to hear the cas 
novo. 
There is attached a copy of a letter from Congressman Small which was pr 
d to this office and which is self-explanatory It is ass ed that befor 
rwarding your report to the committee vou will explore the feasibility or desir 
lity of handling the case under the provisions of general law referred to in that 
tor 
It would be appreciated if you would attach a copy of this letter to ye r report 
en it is forwarded to the committe: 
Sincerely yours, 
Rocer W. Jones 
1 fant D te Legislative Refe 
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ESTATE OF CARLO pe LUCA 


Marcx 9, 1954.—Committed to the Committee of the Whole House and ordered 


to be pri ted 


Mr. Lanz, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany H..R. 7753] 


The Committee on the Judiciary, to — was referred the bill 
(H. R. 7753) for the relief of the estate of irlo de Luea, having 
considered the same, report favorably heseie with amendment and 
recommend that the bill do pass. 

The amendment is as follows: 





’ Strike out all after the enacting clause, and insert in lieu thereof: 
m® That jurisdiction is hereby conferred upon the United States Court of Claims 
™ to hear, determine, and render judgment upon, notwithstanding the bar or 
defenses of res judicata, lapse of time, | s, or any settlement or : stment 
heretofore made, the claim of Carlo de a, decease arising « of an error 
alle ged to have been made by the Court of Claims in « putu he amount of 
lamages awarded him in a judgment rendered ¢ December 7, 1936. The court 
shall have such jurisdiction if suit is institut vithin one hundred and twenty 
days after the date of enactment of this Act. 

An identical bill was favorably reported by the committee and 

passed the House in the 82d Congress, but no action by the Senate. 
{H. Rept. No. 39, 82d Cong., 1st sess. 

The purpose of the proposed legislation is that jurisdiction is hereby conferred 
upon the Court of Claims to hear, determine, and render judgment upon, not- 
withstanding the bars or defenses of res judicata, lapse of time, laches, or any 
settlement or adjustment heretofore made the claim of Carlo de Luca arising out 
of an error alleged to have been made by the Court of Claims in computing the 
amount of damages awarded him in a judgment rendered on December 7, 1936 

H The court shall have such jurisdiction if suit is instituted within 120 days after 

» the date of enactment of this act. 

i STATEMENT OF FACTS 

Fy 

5 It is to be noted that the court found that the contract price for both vessels 
pl 

: was $2,555,000 (finding No. 5); that, prior to the ts the United States, 





de Luca had paid to the shipbuilder on the said contr: the sum of $562,100 


4 (finding No. 6) , and that at the time of the taking the balance unpaid on the con- 
® tracts from de Luca to the shipbuilder was $1,992,900 (finding No. 6). The court 
; further found that the value of the contracts at the time of taking was $3,796,000 
§ (finding No. 21). 

= The just compensation of $1,241,000 as found by the court (finding No. 22) is 
| the difference between $3,796,000, tne market value of the contracts 


at the time 
of the taking, as found by the court (finding No. 21), and the contract price of 


42007 


tet 
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$2,555,000, as found by the court (finding No. 5). Such computation of just 
compensation failed to give de Luca credit for the payments of $562,100 already 
paid by him to the shipbuilder, which payments are, however, credited to the 
Government by the shipbuilder (finding No. 18). 

De Luca was entitled to credit for the $562,100 paid by him to the shipbuilder 
(finding No. 6) and for which payments the Government received credit from 
the shipbuilder (finding No. 18). Just compensation to de Luca as of the dat, 
of taking was, therefore, the difference between the value of the contracts as of 
the time of the taking, to wit, $3,796,000 (finding No. 21) and the balance remain. 
ing unpaid on the contracts at that time, to wit, $1,992,900 (finding No. 6). 

The ‘just compensation” to which de Luca was entitled under the enabling 
act was found by the court in its arithmetical calculation to be $1,241,000, a: 
which figure it arrived by taking the difference between the value of $3,796.000 
at the time of taking and the contract price of $2,555,000. Included in the figur 
of $602,100 for which credit was given to the Government in the court’s compu- 
tation is the $562,100 which had been paid by de Luca on account of the contracts 
to the shipbuilding corporation (finding No. 19), and for which the Gover: 
took and received credit in its settlement with the shipbuilding corpor , 
Thus, the Government has received credit twice for the $562,100 paid by de Luca 
to the shipbuilding corporation and thus, too, de Luca did not receive any credit 
for the $562,100 paid by him. That sum is actually charged back against him 
to his loss and to the Government’s gain. In other words, de Luca had paid th 
shipbuilding corporation $562,100 and the Government took credit for th 
in its settlement with the shipbuilding corporation and, therefore, the Go 
ment on June 11, 1919, reimbursed de Luca for the said payments of $562,100 
But the court, by arriving at a so-called just compensation, as of August 3, 1917 
on the basis of the difference between the value of $3,796,000 and the full contract 
price of $2,555,000, and then giving the Government credit as of June 11, 1919 
for the $562,100 (which is included in the deduction of $602,100) de Luca was 
therefore deprived of $562,100 and the Government improperly benefited thereby 
Such error in arithmetical calculation did, of course, result in an injustice to d 
Luca and in a deprivation of that just compensation which was his entitlement 

It is true that de Luca accepted payment in accordance with the judgment 
and, likewise, it is true that he did not then pursue his application for a rehearing 
nor did he institute any proceedings to correct the apparent arithmetical error 
However, it is not now believed that the failure to assiduously and immediately 
pursue the remedies then open to de Luca should deprive him of the right to nov 
at a subsequent date, petition Congress for a correction of what was obvious] 
an error. In that way, and only in that way, can de Luca secure that just com- 
pensation which the Congress has heretofore resolved that he should obtain. 

It seems needless here to state that the chaotic condition of the world which 
followed comparatively shortly after the rendition of the judgment herein should 
not be deemed prejudicial to de Luca and should not be construed as a deprivation 
of his rights because he “‘slept on them.” 

An affidavit dated April 4, 1950, signed by Walter E. Ernst, gives an explana- 
tion of the history of this proposed legislation. 

Therefore, your committee recommends favorable consideration to this bill. 


DEPARTMENT OF JUSTICE, 
Orricre oF THE ASSISTANT TO THE ATTORNEY GENERAL, 
Washington, December 5, 1949. 
Hon. EMANUEL CELLER, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D. C. 

My Dear Mr. Cuatrman: This is in response to your request for the views ol 
a of Justice concerning the bill (H. R. 6195) for the relief of Carlo 
de Luca. 

The bill would confer jurisdiction upon the Court of Claims to hear, determine 
and render judgment, notwithstanding the bars or defenses of res judicata, laps 
of time, laches, or any settlement or adjustment heretofore made, upon the claim 
of Carlo de Luca arising out of an error alleged to have been made by the Cour! 
of Claims in computing the amount of damages awarded to him in a judgmen' 
rendered on December 7, 1936. The bill would further provide that the cour 
shall have such jurisdiction if suit is instituted within 120 days after the date 0 
enactment of the act. 
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From the information contained in the files of the Department of Justice, it 
appears that in 1930 the Court of Claims dismissed a suit brought by this claimant 
for just compensation for the requisitioning in 1917 of two contracts held by him 
for the construction of ships, on the ground that the claimant was precluded by a 
settlement agreement entered into by him with the Emergency Fleet Corporation 
under which he was paid $602,100 (De Luoa v. United States, 69 C. Cls. 262). The 
Supreme Court denied certiorari (282 U. S. 862). - 

By a private act of Congress approved June 26, 1934, the Court of C'sims was 
given jurisdiction to determine this claim, notwithstanding any defenses of settle- 
ment or adjustment, res judicata, lapse of time, laches, and the statute of limita- 
tions. Under that act the Court of Claims adjudicated this claim on the merits 
and awarded claimant a judgment of $1,592,464.46, together with interest at 6 
percent per annum on the unpaid balance of this amount (84 C. Cls. 217). The 
claimant was apparently satisfied with this judgment for he made no motion for a 
new trial in the Court of Claims and did not petition the Supreme Court for 
certiorari 

The Department of Justice is aware of no basis for the contention that the Court 
of Claims erred in computing the amount of the judgment given claimant. Claim- 
ant in his brief before that Court requested just compensation in the principal 
amount of $1,314,000, or, in any event, not less than $1,226,490. The Court of 
Claims substantially accepted plaintiff’s contention, awarding him just compensa- 
tion in the principal amount of $1,241,000, plus interest at 6 percent from 1917. 

No reason appears why claimant should have waited until this late date to 
assert an error in the amount of the judgment of the Court of Claims, when he had 
ample opportunity to correct any such errors within a reasonable time after the 
rendition of the judgment by the Court of Claims, either by motion for new trial 
in that court or by petition for certiorari to the Supreme Court. 

In view of the fact that claimant was enabled to obtain his judgment by the 
grace of Congress in waiving the bar of the settlement which he made and of 
the statute of limitations, it would appear that he has already had generous and 
liberal treatment far in excess of that accorded other litigants. If judgments of 
the courts are to be accorded any finality whatever, there appears to be no justi- 
fication for reopening this case at this late date, particularly since the claimant 
has already been given every reasonable opportunity to assert his rights. 

In view of the foregoing, the Department of Justice recommends that the 
bill be not enacted. 

The Director of the Bureau of the Budget has advised this Department that 
there would be no objection to the submission of this report. 

Yours sincerely, 
Prerer CAMPBELL Brown, 
Acting the Assistant to the Altiorney General 





STaTemMentT Re H. R. 6195 


My name is Walter E. Ernst and I am a member of the New York State bar 
and have been such since 1907 and am a member of the firm of McManus & 
Ernst, with offices at 170 Broadway, Borough of Manhattan, city of New York. 
{ am likewise admitted to practice in the United States Supreme Court, in the 
local Federal courts, and in most, if not all, of the departments at Washington 
where license to practice is required. I make this statement in amplification of 
the Memorandum in Support of the Proposed Bill—Carlo de Luca, which was 
prepared by me and submitted to the Judiciary Committee of the House of 
Representatives in support of H. R. 6195. 

I feel that the aforesaid statement is deficient in that it does not contain a 
reference to, and an explanation of, the delay of de Luca in asking that H. R. 
6195 be enacted. In that respect, certain dates or chronology should be given. 

The judgment in the Court of Claims was rendered December 7, 1936. 

: By reason of intermediate proceedings, the recommendation of the Attorney- 
General of payment of such judgment was not made to the appropriate depart- 
ment until February 18, 1907. 

It was then necessary that the amount to be paid be contained in an appro- 
priation bill and the resultant delay permitted payment of the amount of the 
judgment to be effected on June 14, 1937. 

In October 1937 Mr. de Luca asked me to give attention to the “rectification” 
of the judgment of the Court of Claims, and I immediately wrote to the attorneys 
of record (in the Court of Claims case) stating that Mr. de Luca had requested 
of me while 1 was in Naples, at the home of Mr. de Luca, that proceedings be 
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immediately instituted for correction of the arithmetical error which he contended 
was in the decision of the Court of Claims. No such proce 

because it was too late then to move in the Court of Claims, but it was beliey; 
expedient and proper by such attorneys of record to present a bill to the Congress 
authorizing such correction to be made by the Court of Claims. Such bill was 
drafted read presentation to the Congress, but it was deemed unwise by such 
attorney hen } nt it, as a tax matter had been introduced into de Luca’s 
ituation. at tax matter can best be explained as follows: 

At the time Mr. de Luca received payment of the award he attended at the 
office of the collector of internal revenue, in New York, with me and present 
copy of the judgment of the Court of Claims and stated that it had been pai 
that he desired a permit to return to his home in Italy, and that it was his opinion 
that the income-tax incidence was upon the interest paid to him from the date of 
the judgment fixi ist compensation to the date of payment of the judgment, 
(That amount was $22,864.86.) The office of the collector of internal revenue 
agreed with such construction and a sailing permit was granted on the statement 
of Mr. de Luca that there would be left (and there was left) in this country a sum 
to the credit of de Luca more than sufficient to pay such tax. Later, the Com- 
missioner of Internal Revenue took the position that all sums denominated as 
interest included in the judgment by way of just compensation was taxable as 
income to de Luca. It was not until July 17, 1939, that the Circuit Court o 
App¢ als for the Second ( ‘uit decided in the Seaside Improvement Co. case 
Seaside Improvement Co. vy. Commissioner of Internal Revenue, 105 F. (2d) 990 
that interest included in an award of just compensation was not taxable as income 
On December 4, 1939, the Supreme Court refused to grant a petition for a writ of 
certiorari (see 84 Ed. 576) in that case. Consequently, only on December 4 
1939, the law was definitely settled that there was no income-tax liability of de 
Luca because of the interest included in the award of just compensation. 

Therefore, during the period when there existed a possibility of an additional 
income-tax liability to de Luca, it was believed by such attorneys inappropriat 
to press for passage by the Congress of a bill correcting the aforesaid alleged 
error in the said judgment. 

The income-tax liability of de Luca had been adjusted prior to the decision 
above referred to, and de Luca had paid to the Commissioner of Internal Revenue 


by way of acompromise, a sum at least equal to the tax on the aforesaid $22,864.87 
\ 


In 1939, again when I was at Naples, de Luca requested me to press the introduc- 
tion of a bill for rectification of the judgment of the Court of Claims and I ex- 


plained to him the situation with respect to the taxes. Notwithstanding that 
situation, he requested the presentation of the bill then and again in December 
1939, when I saw him in Naples; and, in accordance with his request, I so notified 
the attorneys of record who had the matter in charge. Nevertheless the attorneys 
advised me that it was not a propitious time for presentation of any bill, and th 
matter was deferred. 

Then, on September 1, 1939, came the commencement of what subsequently 
has been denominated World War II. Although Italy and the United States 
were not then embroiled in the war, de Luca feared that at least Italy would be 
engaged in the war; and, by reason of that fact, there was a further delay in the 
presentation of a bill of such congressional relief. 

Congressional relief could not be sought immediately after the cessation of 
hostilities for the reason that no treaty of peace was signed until long after such 
cessation of hostilities. 

As noted by H. R. 6195, it was presented to the House on September 1, 1949. 

All of the foregoing data is taken from my office docket entries and it is sub- 
mitted to show the reason for any delay on behalf of de Luca. 

It is to be here noted that de Luca has not visited this country since 1937 
and that his home is in Italy and that he is and always has been a national of Italy 

It is respectfully submitted that the claim for correction being a just al 
proper one, as shown in the memorandum filed, de Luca should not be deprived 
of his day in court, or of an opportunity to have an error corrected, merely 
because of lapse of time not attributable to any fault of omission or commission 
on his part. 

Inasmuch as this statement contains a record of facts, I desire to file it under 
oath. 


WaLrerR FE, Ernst. 


Sworn to before me this 4th day of April 1950. 

{sEAL| FrepeErIcK S. Hitt, 
Notary Public, District of Columbia. 

My commission expires May 31, 1954. 
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MEMORANDUM IN Support or Proposep Bitt—Carto pe Luca 


By the proposed bill it is sought to correct an arithmetical error made by the 
Court of Claims in a judgment by which that court purported to award just 
compensation to Carlo de Luca for the appropriation by the United States of two 
contracts made by de Luca for the construction of ships for de Luca. Jurisdic- 
tion was given to the Court of Claims to hear and determine the claim of de Luca 
by 8. 2806, approved June 26, 1934, which is as follows: 

“That the Court of Claims of the United States be, and it is hereby, given 
jurisdiction to hear and determine the claim of Carlo de Luca, and to award him 
just compensation for losses and damages, if any, which he may have suffered 
through action of the United States Shipping Board Emergency Fleet Corporation 
in commandeering or requisitioning two certain contracts dated June 25, 1917, 
which the said Carlo de Luca owned and which he had with the Standard Ship- 
building Corporation of New York for the construction and delivery of two cer- 
tain ships designated as “hulls 12 and 13”; and to enter decree or judgment 
against the United States for such just compensation, if any, notwithstanding the 
bars or defenses of any alleged settlement or adjustment heretofore made or of 
res judicata, lapse of time, laches, or any statute of limitation; Provided. however, 
That the United States shall be given credit for any sum heretofore paid the said 
Carlo de Luca by reason of said action of the United States Shipping Board 
and/or the United States Shipping Board Emergency Fleet Corporation 

Sec. 2. Such claim may, under section 1 of this Act, be instituted at any time 
within four months from the approval of this Act. Proceedings in any suit 
brought in the Court of Claims under this Act, appeals therefrom, and payment 
f any judgment therein shall be had as in the case of claims over which such court 
has jurisdiction under section 145 of the Judicial Code, as amended.” 

Thereafter judgment was duly rendered on December 7, 1936, by the Court of 
Claims. In connection with the proposed bill, we quote the pertinent findings 
contained in that judgment: 

“5. On June 25, 1917, plaintiff entered into two contracts in writing with the 
Standard Shipbuilding Corp., a corporation duly organized and existing under 
the laws of the State of New York, owning and operating a shipyard at Shooters 
Island, State of New York, in and by which the Standard Shipbuilding Corp. 
agreed to build at its yard for the plaintiff, two single-screw, ’tween-deck, steel 
cargo steamships of approximately 7,300 tons dead-weight capacity each, at an 
agreed price of $175 for each ton of dead-weight capacity, making the price of 
$1,277,500 for each ship, or $2,555,000 for both ships, payable in certain install- 
ments, as set forth in said contracts. * * * 

“6. Prior to August 3, 1917, the date of the issuance of the requisition orders 
hereinafter set forth, there had been paid by plaintiff to the Standard Shipbuilding 
Corp., on account of the construction of the vessels, the first installments amount- 
ing to the sum of $383,250; and after said date and prior to August 16, 1917, the 
date of the notice of requisition sent to plaintiff as set out in finding 11, there was 
likewise paid the second installment amounting to $178,850. There was thus paid 
by plaintiff to the Standard Shipbuilding Corp. on account of the construction of 
hulls the total sum of $562,100. 

“On July 23, 1917, the Globe Indemnity Co., as surety for the Standard Ship- 
building Corp., issued two bonds, numbered 90151 and 90152, respectively, each 
nthe amount of $191,625, in favor of the plaintiff, conditioned upon the construc- 
tion and delivery of the vessels by the shipbuilder in accordance with the terms of 
the contracts. There stiil remained on August 16, 1917, to be paid 10 installments 
aggregating $1,992,900. 

* * . * * * x 

“18. The cost of the construction of the two vessels, hulls 12 and 13, was the 
sum of $3,127,889.82, of which $519,485.93 was for overhead, the items of which 
do not appear. The two vessels cost $572,889.82 more than the contract price of 
$2,555,000. The United States Shipping Board Emergency Fleet Corporation in 
its settlement with the shipbuilder took credit for the total sum, $562,100, paid 
by plaintiff to the shipbuilder. 

* + * * * * * 

“21. The plaintiff’s two contracts on August 3, 1917, had a fair market value 
of $260 per ton, or $3,796,000, which amount less the contract price of the vessels 
was the value of plaintiff’s right, title, and interest in and to the contracts on the 


| date of their requisition by the defendant. 


“22. Just compensation to the plaintiff for his rights and contracts which were 
appropriated by the Government was the sum of $1,241,000 as of the date of the 
taking of the contracts August 3, 1917.” 
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And the concluding paragraphs of the unanimous opinion of the Court of 
Claims are as follows: 

“The findings disclose that during 1916 and 1917 many contracts were ms 
with American shipyards for the construction of ships for citizens of the [ 
States and citizens of other countries, and that beginning in 1916 and conti 
until August 3, 1917, when plaintiff’s contracts were requisitioned, and there- 
after such contracts were subject to free and ready sale and were frequent 
transferred from the original owners to assignees and by the first and late: 
assignees to subsequent assignees; that there was an active demand for such co; 
racts; and that the market value of these contracts continually rose during thi 
period. The plaintiff, therefore, had he desired to sell the contracts in question 
could easily have done so on the date of their requisition, August 3, 1917, there 
then being a ready and active market for them. The plaintiff has submitted in 
evidence a record of numerous sales of such contracts for the months immedi- 
ately preceding and following the date on which his contracts were requisitioned 
On the basis of the prevailing prices at which these contracts were bought and 
sold, the fair market value of the plaintiff’s two contracts, on August 3, 1917 
conclusively shown to have been not less than $260 per ton. In addition to 
record of actual sales, the plaintiff has established by expert witnesses of 
highest character and standing that $260 per ton was the market value of the 
contracts at the date on which they were requisitioned. There can be no ques- 
tion that the plaintiff could have disposed of his two contracts on August 3, 1917 
at $260 per ton, and he is clearly entitled to an award of compensation on t 
basis of that valuation. We have therefore found (finding No. 22) that just 
compensation to plaintiff—that is, the sum that would put him in as good positior 
pecuniarily as if his property had not been taken by the defendant—was as of 
August 3, 1917, the date of the taking, the sum of $1,241,000. 

“Under the law of the case the plaintiff, upon the facts shown, is entitled 
recover the sum of $1,592,464.46, computed as follows: 


Just compensation due plaintiff as of Aug. 3, 1917- . $1, 241, 000. 00 
Interest thereon at 6 percent per annum from Aug. 3, 1917, tc 


1, 379, 164. 64 
Less amount paid June 11, 1919 602, 100. 00 


Balance _ __ _. ; 777, 064. 64 


Interest on balance at 6 percent per annum from June 11, 1! 
ROE FEIOE, ZT. CUO oc. cn vacdenws chest een Ko Lee 815, 399. 82 


Total amount due plaintiff to date____-_ 1, 592, 464. 46 


“Judgment is accordingly awarded plaintiff in the sum of $1,592,464.4 
together with interest on $777,064.64 thereof from December 7, 1936, until paid 
It is so ordered.” 

It is to be noted that the court found that the contract price for both vessels 
was $2,555,000 (finding No. 5); that, prior to the taking by the United States, d 
Luca had paid to the shipbuilder on the said contract price the sum of $562,1| 
(finding No. 6); and that at the time of the taking the balance unpaid on the 
contracts from de Luea to the shipbuilder was $1,992,900 (finding No. 6). Th 
court further found that the value of the contracts at the time of taking wa: 
$3,796,000 (finding No. 21). 

The just compensation of $1,241,000, as found by the court (finding No. 22 
the difference between $3,796,000, the market value of the contracts at the tin 
of the taking, as found by the court (finding No. 21), and the contract price 
$2,555,000, as found by the court (finding No. 5). Such computation of just 
compensation failed to give de Luca credit for the payments of $562,100 alread; 
paid by him to the shipbuilder, which payments are, however, credited to th 
Government by the shipbuilder (finding No. 18). 

De Luca was entitled to credit for the $562,100 paid by him to the shipbuilder 
(finding No. 6) and for which payments the Government received credit from thi 
shipbuilder (finding No. 18). Just compensation to de Luca as of the date 
taking was, therefore, the difference between the value of the contracts as of the 
time of taking, to wit, $3,796,000 (finding No. 21) and the balance remainil 
unpaid on the contracts at that time, to wit, $1,992,900 (finding No. 6). 

he just compensation to which de Luca was entitled under the enabling act 
above quoted, was found by the court in its arithmetical calculation to be $1,241; 
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000, at which figure it arrived by taking the difference between the value of 
$3,796,000 at the time of taking and the contract price of $2,555,000. Included 
in the figure of $602,100 for which credit was given to the Government in the 
court’s computation is the $562,100 which had been paid by de Luca on account of 
the contracts to the shipbuilding corporation (finding No. 19), and for which the 
Government took and received credit in its settlement with the shipbuilding cor 
poration. Thus, the Government has received credit twice for the $562,100 paid 
by de Luca to the shipbuilding corporation and thus, too, de Luca did not receive 
any credit for the $562,100 paid by him. That sum is actually charged back 
against him to his loss and to the Government’s gain. In other words, de Luca 
had paid the shipbuilding corporation $562,100 and the Government took credit 
for the same in its settlement with the shipbuilding corporation and, therefor 

the Government on June 11, 1919, reimbursed de Luca for the said payments of 
562,100. But the court, by arriving at aso-called just compensation, as of August 

1917, on the basis of the difference between the value of $3,796,000 and the ful! 
ontract price of $2,555,000, and then giving the Government credit as of June 11 
1919, for the $562,100 (which is included in the deduction of $602,100). de Luca 
was therefore deprived of $562,100 and the Government improperly benefited 
thereby. Such error in arithmetical calculation did, of course, result in an injust- 
tice to de Luca and in a deprivation of that just compesnation which was his 
entitlement. 

It is true that de Luca accepted payment in accordance with the judgment, 
and likewise it is true that he did not then pursue his application for a rehearing, 
nor did he institute any proceedings to correct the apparent arithmetical error. 

wever, it is not now believed that the failure to assidiously and immediately 

irsue the remedies then open to de Luca should deprive him of the right to 
now, at a subsequent date, petition Congress for a correction of what was ob- 
viously an error. In that way, and only in that way, can de Luca secure that 
just compensation which the Congress has.heretofore resolved that he should 
obtain. 

It seems needless to here state that the chaotic condition of the world which 
followed comparatively shortly after the rendition of the judgment herein should 
not be deemed prejudicial to de Luca and should not be construed as a deprivation 
of his rights because he “slept on them.” 

While, in form, the proposed bill confers jurisdiction on the Court of Claims, 
it is respectfully submitted that the miscalculation is so obvious that the Congress 
could make a correct calculation and thus avoid sending this matter to the Court 
of Claims. 


Respectfully, 








Water E. Ernst. 


O 
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83p CONGRESS HOUSE OF REPRESENTATIVES REpPortT 
od Session No. 1332 


GRANTING THE CONSENT OF CONGRESS TO A BOUNDARY 
\GREEMENT BETWEEN THE STATE OF ALABAMA AND 
THE STATE OF FLORIDA 


cu 9, 1954.—Committed to the Committee of the Whole House on the State 


of the Union and ordered to be printed 


——— 


Mr. Taytor, from the Committee on the Judiciary, submitted the 
following 


REPORT 


‘ 


[To accompany H. J. Res. 347] 


The Committee on the Judiciary, to whom was referred the joint 
resolution (H. J. Res. 347) giving the consent of Congress to an agree- 
ment between the State of Alabama and the State of Florida estab- 

| lishing a boundary between such States, having considered the same, 
reports favorably thereon without amendment and recommends that 
the joint resolution do pass. 


PURPOSE OF THE BILL 


The purpose of this bill is to give the consent of Congress to an 
agreement between the State of Florida and the State of Alabama 
establishing a boundary between such States. 


GENERAL STATEMENT 


For several years the common boundary between the States of 
Alabama and of Florida has been in dispute. Although the con- 
stitutions of both of those States fixed the mouth of the Perdido River 
as the common boundary line, this particular point had no definite 
‘fixed location. Over a period of several years, under the force of 
-winds, waves, and currents, the mouth of the Perdido River has 
‘ shifted and so the boundary line as fixed in the State constitutions 
between Florida and Alabama in regard to that particular locality 
» has likewise shifted. 
» In order to solve their common problem, the Governors of the 
States of Florida and of Alabama set up a joint commission to study 
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— 


the problem of the Florida-Alabama boundary at the mouth of ¢ 
river. After conducting its study, that commission filed a joint report 
and recommended that the boundary be permane ntly fixed by describ- 
ing it in terms of longitude and latitude. The recommendations of 
that joint commission were then adopted by the respective State 
Legislatures of Florida and of Alabama. The exact description of the 
location of the boundary in question is contained in the attach 
bills which were enacted into law. 


ee 


ALABAMA LAW 


tegular session, 1953) 
Act No. 440 S. 231—Faulk 
AN ACT Locating the boundary between the States of Florida and Alabama as defined by the cor 

of each respective State, at the mouth of the Perdido River and adjacent thereto 
Be it enacted by the Legislature of Alabama: 

SECTION | The State of nbd hereby ratifies, confirms and adopts t 
recommendations of the joint committee heretofore appointed by the Gov: 
of Florida and the Governor of Alabama to locate and mark the bounda 
between the said States at the mouth of Perdido River and adjacent theret 
said committee consisting of Honorable Richard W. Ervin, Honorable Ri 
H. Simpson, Honorable Philip D. Beall and Honorable F. C. Elliot, all 
part of the State of Florida, and Honorable Earl M. McGowin, Honorable 
Pruett and Honorable William N. McQueen, all on the part of the Stat 
Alabama. 

Sec. 2. In accordance with the recommendations of the said joint com 
the boundary at the location referred to in section 1 hereof shall be as fo 
to wit: 

The middle of the Perdido River at its mouth, as defined by the constitut 
of the Sts ites of Alabama and Florida, is at latitude 30°16’53’’ north and | 
tude 87°31'06’’ west as the control point; 

That the boundary line at the mouth of Perdido River is fixed, as near] 
may be, in the axis of the mouth of said river, passing through the control p 
and running north and south and having as its northern terminus a poi 
latitude 30°17'02’’ north and longitude 87°31'06’’ west, and as its souther 
terminus a point 1,000 feet due south of the control point; 

That from the northern terminus of the boundary line at the mouth 
river, the boundary up the lower portion of said river be a straight line to a p 
at latitude 30°18’00’’ north, longitude 87°27’08’’ west, thence by a strai 
to a point in the center line of the Intracoastal Canal at longitude 87°27 
west; 

That the seaward boundary between Florida and Alabama extends fron 
south end of the boundary line at the mouth of Perdido River, thence 
0°01'00’’ west to the seaward limit of each respective State; and shall be deemed 
taken and declared, and is hereby deemed, taken and declared to be the bounda: 
line between the States of Florida and Alabama, at the mouth of the Perd 
River and adjacent thereto, and shall be deemed and taken as such | 
authorities and people of this State, upon the adoption and ratification ther 
by the State of Florida. 

Sec. 3. The Secretary of State shall transmit a duly certified copy of this A 
to the Governor of the State of Florida and the Governor of Alabama, when 
officially advised that the State of Florida has ratified, confirmed and adopted t 
recommendations of the joint committee aforesaid, shall make proclamatio! 
that fact including in such proclamation the boundary as set out in section 2 
above, and proclaiming that henceforth the said boundary shall be taken by all 
the authorities and people of this State as the true and only boundary between the 
States of Florida and Alabama at the mouth of the Perdido River and adjacent 
thereto. A copy of said proclamation shall be published one time in a newspaper 
published in Montgomery, Alabama, and in such other newspapers of the State 4s 
the Governor may direct. Failure to publish such proclamation shall in no wa) 
effect. the validity and effectiveness of this Act. 

Sec. 4. The Congress of the United States is petitioned to give its consent ! 
the settlement and location of the above-described portion of the common bount 
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arv between the States of Florida and Alabama, pursuant to clause 3, section 10, 
article 1 of the Constitution of the United States, as soon as the State of Florida 
is ratified, confirmed and adopted the recommendations of the joint committee 
aforesaid. The Secretary of State of the State of Alabama shall transmit duly 





certified copies of this Act to the presiding officers of the Senate and House of 
Representatives of the United States and to the several Senators and Representa- 
tives from the States of Alabama and Florida to the Congress of the United States, 
» are hereby petitioned to take such action as they deem proper to procure the 

consent of the Congress of the United States to this compact or agreement between 

e States of Alabama and Florida 

Sec. 5. Nothing contained herein, nor any operations of the provisions of this 
t, shall prejudice the rights or claims of private individuals to any of the lands 
herein involved. 
ec. 6. This Act shall take effect immediately upon its passage and approval 
by the Governor or its otherwise becoming a law. 

Approved August 28, 1953. 

Time: 8:40 a. m. 

I hereby certify that the foregoing copy of an Act of the Legislature of Alabama 
as been compared with the enrolled Act and it is a true and correct copy thereof. 

Given under my hand this 31 day of August, 1953. 





J. E. Speiaut, 
Secretary of Senate. 


Tue STatTe or ALABAMA 
DEPARTMENT OF STATE 


I, Mrs. Agnes Baggett, secretary of state of the State of Alabama, do hereby 
certify that the pages hereto attached contain a true, accurate, and literal copy 
of Act No. 440, Senate Bill No. 231, passed by the 1953 session of the legislature 
and approved by the Governor on August 28, 1953, relocating the boundary 
between the States of Florida and Alabama, as the same appears on file and of 
record in this office. 

In testimony whereof, I have hereunto set my hand and affixed the Great 
Seal of the State, at the Capitol, in the city of Montgomery, this 25th day of 
September, one thousand nine hundred and fifty-three. 

(Signed) Mrs. Aanges BaGGert, 
Secretary of State. 
[ALABAMA GREAT SEAL] 





CHAPTER 28141 
SENATE BILL NO. 1155 


AN ACT Locating the boundary between the States of Florida and Alabama, as defined by the constitu- 
tions of each respective State, at the mouth of the Perdido River and adjacent thereto 


Be it enacted by the Legislature of the State of Florida: 

Section 1. The State of Florida hereby ratifies, confirms and adopts the 
recommendations of the joint committee heretofore appointed by the Governors 
of Florida and Alabama to locate and mark the boundary line between the said 
® States at the mouth of the Perdido River and adjacent thereto, as defined by the 
P constitution of each respective State, said committee consisting of Honorable 
» Earl M. MeGowin, Honorable W. G. Preutt, and Honorable William N. McQueen, 
) on the part of the State of Alabama, and Honorable Richard W. Ervin, Honorable 
Richard H. Simpson, Honorable Philip D. Beall, and Honorable F. C. Elliot, on 
the part of the State of Florida. 

Sec. 2. In accordance with the recommendations of the said joint committee, 
the boundary, at the location referred to in section 1, shall be as follows, to wit: 
» The middle of the Perdido River at its mouth, as defined by the constitutions 
}of the States of Alabama and Florida, is at latitude 30°16'53’’ north and longi- 
ptude 87°31'06’’ west as the control point; 

That the boundary line at the mouth of Perdido River is fixed, as nearly as 
smay be, in the axis of the mouth of said river, passing through the control point 
and running north and south and having as its northern terminus a point of 
platitude 30°17'02’’ north and longitude 87°31'06’’ west, and as its southern 
pterminus a point 1,000 feet due south of the control point; 

. That from the northern terminus of the boundary line at the mouth of the 
™ iver, the boundary up the lower portion of said river be a straight line to a 
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straight line to a point in the center line of the Intracoastal Canal at longitude 
87°27'00"' west: 

That the seaward boundary between Florida and Alabama extends from the 
south end of the boundary line at the mouth of Perdido River, thence south 


0°01'00’’ west to the seaward limit of each respective State; 


point at latitude 30°18’00’’ north, longitude 87°27’08’’ west, thence by ; 


and shall be deemed, taken and declared, and is hereby deemed, taken and 
declared to be the boundary line between the States of Florida and Alaba na, 
at the mouth of the Perdido River and adjacent thereto, and shall be deemed 
and taken as such by the authorities and people of this State, upon the adoption 
and ratification thereof by the State of Alabama 
Sec. 3. The secretar if state of the State of Florida shall transmit 

certified copy of the Governor of the State of Alabama; a 
Governor of 2 S » whenever officiall advised that the State of Al 

| tified fir: 1 and adopted the recommendations of the joint com: 
nation of that fact cluding in such proclan 


in section 2 above and proclaiming that hencefort 


cen bv all the authorities and peopl of this St 


ly ul etween the States of Florid: d Alaban 
Perdido River and adjacent thereto. A copy of said procle 
ublished one time in a newspaper published in Tallahassee, Florid: 

such other newspapers of the State as the Governor of the State of Florida 
direct Failure to publish sueh proclamation shall in no way affect the 
and effectiveness of this Act 

Src. 4. The Congress of the United States, as soon as the State of Alabama has 
ratified, confirmed and adopted the recommendations of the joint committee 
aforesaid, is hereby petitioned to, pursuant to clause 3, section 10, article |, of 
the United States Constitution, give its consent to the settlement and location 
of the above described portion of the common boundary between the States of 
Alabama and Florida, as made herein on the part of the State of Florida. The 
secretary of state of the State of Florida shall transmit duly certified copies of this 
Act to the 1 residing officers of the Senate and House of Representatives of the 
United States and to the several Senators and Representatives from the States of 
Alabama and Florida to the Congress of the United States, who are hereby peti 
tioned to take such action as they deem proper to procure the consent of the 
Congress of the United States to this compact or agreement between the States 
of Alabama and Florida 

Sec. 5. Nothing herein contained nor any operations of the provisions of this 
Act shall prejudice the rights or claims of private individuals to any of the lands 
herein involved whether such rights or claims arise or exist upon the basis that 
the lands herein defined as being within the boundaries of the State of Alabama 
were previously a part of the State of Florida or included within the boundaries 
of the State of Florida or otherwise 

Sec. 6. This Act shall take effect immediately upon its becoming a law. 

Approved by the Governor June 12, 1953. 

Filed in office, secretary of the State June 12, 1953. 


STATE OF FLORIDA 
OFFICE OF SECRETARY OF STATE 


I, R. A. Gray, secretary of state of the State of Florida, do hereby certify that 
the above and foregoing is a true and correct copy of chapter 28141, Laws of 
Florida, Acts of 1953, as approved by the Governor and filed in this office 

Given under my hand and the Great Seal of the State of Florida at Tallahassee, 
the Capital, this the 2d day of February A. D. 1954. 


[FLORIDA GREAT SEAL] (Signed) R. A. Gray, 
Secretary of State. 


The Committee on the Judiciary recommends the enactment of 
the bill. 
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83p CONGRESS HOUSE OF REPRESENTATIVES Reporr 
No. 1333 


CHANGING ARMISTICE DAY TO VETERANS DAY 


Marcu 9, 1954 Referred to the House Calendar and ordered to be printed 


Mr. McCuttocs, from the Committee on the Judiciary, submitted 
the following 


REPORT 


[To accompany Li. R. 7786} 


The Committee on the Judiciary, to whom was referred the bill 
H. R. 7786) to honor veterans on the 11th day of November of each 
year, a day dedicated to world peace, having considered the same, 
report favorably thereon without amendment and recommend that 
the bill do pass. 

STATEMENT 


It is the general purpose of H. R. 7786 to expand the significance of 
Armistice Day and to change its name to Veterans Day. 

\rmistice Day was declared a legal public holiday by an act of 
Congress approved May 13, 1938, to be observed on the 11th day of 
November of each year, in commemoration of the close of World War 
|. The holiday was dedicated to the cause of world peace, and has 
been regarded and observed throughout the land as a day to honor the 
veterans of the First World War who fought, and especially those who 


: died, for that cause. 


Since 1938, however, the United States has been involved in two 
other military conflicts, World War Il and the Korean conflict, in 
each of which our country sought to advance permanent peace in the 


} world and each of which added millions of veterans to those of World 


War I who had fought for the same noble objective. 
This legislation does not establish a new legal holiday. Rather, it 


. expands the significance of an existing holiday in order that a grateful 
nation, on a day dedicated to the cause of world peace, may pay proper 


homage to all its veterans who have contributed so much to that cause 
and the preservation of our way of life. It is altogether fitting that 
the United States should honor all of its veterans on a day when those 
of World War I, in commemoration of the cause of world peace, pause 
to pay tribute to their comrades who gave their lives fighting for that 


P cause 
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CHANGING ARMISTICE DAY TO VETERANS DAY 


At a hearing held February 22, 1954, before Subcommittee 
of the Committee on the Judiciary, representatives of the Amer 
Legion, Veterans of Foreign Wars, and Disabled American Vet 
appeared and strongly urged favorable action on the bill. 

During his testimony before the subcommittee, Mr. Miles D 
Kennedy, national legislative director of the American Legion, 
mitted for the record a copy of a resolution adopted by the nat 
convention of the American Legion held in New York City in Augus 
of 1952. That resolution urged the passage by Congress of legislatio; 
designating November 11 as a day to be observed annually to 1 
sent the closing of all previous wars in which the United States has 
participated and designating a suitable name for such a commemora- 
tive day. 

Mr. Adin M. Downer, assistant legislative representative of th 
Veterans of Foreign Wars, presented at the hearing the following 
letter from Mr. Wayne Richard, commander in chief of that organi- 
zation: : 

VETERANS OF FOREIGN WARS OF THE UNITED STatTEs, 
Washington 5, D. C., February 22, 19 
te H. R. 7786. 
Hon. WitttamM M. McCuttocn, 
Chairman, Subcommittee on Revision of Laws of the 
House Judicary Committee, 
House Office Building, Washington 25, D. C. 

My Dear Mr. McCotiocn: This is to express the interest and approval of t 
national organization of the Veterans of Foreign Wars of the United States wit 
respect to H. R. 7786, by Mr. Rees, of Kansas, to change Armistice Day, Nover 
ber 11, to “Veterans Day.” 

The 54th Annual National Encampment of the Veterans of Foreign Wars | 
last August in Milwaukee, Wis., unanimously adopted Resolution No. 165, co 
which is attached, recommending legislation almost identical to the bill sponsor 
by Mr. Rees 

I am hopeful your committee will give favorable consideration to this n 
and we believe it will give greatly added significance to a day which has alr 
become recognized in the hearts and minds of the American people as com# 
rating the end of hostilities. It is believed that rather than to set aside additio 


days as national holidays to commemorate the ending of hostilities of the differ 
wars, or phases of a war, it would be better to commemorate all in this one 
November 11, which is already set aside and significant for that purpose 
Respectfully yours, 
Wayne E. Ricuarps, 
Commander in CI 


Mr. Charles Foster, acting legislative representative of the Dis 
abled American Veterans, presented at the hearing a copy of a resoli- 
tion of the national executive committee of that organization, whic! 
he stated, has the same weight and effect, so far as the national : 
ganization is concerned, as a resolution adopted by a national « 
vention of the DAV. The resolution is as follows: 


Whereas the date of November 11 has been chosen by the Congress t 
memorate the close of World War I; and 

Whereas this date was dedicated to world peace and to the veterans 
First World War; and 

Whereas since the dedication of November 11 as Armistice Day, the | 
States had been involved in two great military efforts, each of which h: 
millions of veterans living and dead to the honor rolls of this Nation: and 

Whereas the war dead of World War II and the Korean conflict as well 
living veterans of these two great military efforts have not been duly reco 
by having an approved date set aside to properly commemorate their n 
achievements: Now, therefore, be it 

Resolved by the national executive committee of the Disabled American \ 
meeting in Washington, D. C., this 21st day of February 1954, That we ur 
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tive representative to support the bill H. R. 7786, introduced in the 2d 
of the 83d Congress by the Honorable Edward Rees, of Kansas, which has 
purpose the establishment of ‘‘Veterans Day” on the 11th day of November 
year and that such day be declared a legal holiday so that the people of 
Nation can pay homage to the war dead of all the Nation’s wars and that 
iving ean dedicate such date to the cause of world peace and to the veterans 
Nation’s wars. 


By this proposed change in name and significance it is expected 

at the observance of Veterans Day will become universal in the 
United States to the end that the great sacrifices of American veterans 
in the cause of world peace shall be appropriately commemorated. 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the House of Repre- 
sentatives, there is printed below in roman type existing law in which 
no change is proposed by enactment of the bill here reported; existing 
law proposed to be omitted is enclosed in black brackets; and new 
matter is printed in italic: 

Act oF May 13, 1938, 52 Star. 351:5 U.S. 
lhe 11th day of November in each year, a day to be dedicated to the cause of 
1 peace and to be hereafter celebrated and known as [Armistice] Veterans 
, is made a legal public holiday to all intents and purposes and in the same 
ner as the Ist day of January, the 22d day of February, the 30th day of May, 
ith day of July, the first Monday of September, and Christmas Day are now 
ade by law public holidays. 








iwU nion Calendar No, 495 


Congress, 2d Session - - - - House Report No. 1334 


SECURITY AND PERSONNEL PRACTICES 
AND PROCEDURES OF THE 
DEPARTMENT OF STATE 


TENTH INTERMEDIATE REPORT 
OF THE 


COMMITTEE ON GOVERNMENT 
OPERATIONS 


MARCH 9, 1954.—Committed to the Committee of the Whole House 
on the State of the Union and ordered to be printed 


UNITED STATES 
GOVERNMENT PRINTING OFFICE 
WASHINGTON : 1954 








COMMITTEE ON GOVERNMENT OPERATIONS 


CLARE E. HOFFMAN, Michigan, Chairman 





R. WALTER RIEHLMAN, New York WILLIAM L. DAWSON, Illinois 
CECIL M. HARDEN, Indiana CHET HOLIFIELD, Californi 

GEORGE H. BENDER, Ohio FRANK M. KARSTEN, Missouri 
CHARLES B. BROWNSON, Indiana JOHN W. McCORMACK, Massa 


MARGUERITE STITT CHURCH, Illinois BILL LANTAFF, Florida 


GEORGE MEADER, Michigan 


FRANK C, OSMERS, JR., New Jersey FRANK IKARD, Texas 
CLARENCE J. BROWN, Ohio JACK B. BROOKS, Texas 
LOUIS E. GRAHAM, Pennsylvania LESTER HOLTZMAN, Nev ork 
WALTER H. JUDD, Minnesota ROBERT L. CONDON, Calif 
GORDON L. McDONOUGH, California ROBERT H. MOLLOHAN, 
KATHARINE ST. GEORGE, New York L. H. FOUNTAIN, North Carolir 
WILLIAM E. MILLER, New York J. L. PILCHER, Georgia 
JEFFREY HILLELSON, Missouri HARRISON A. WILLIAMS, Jt 
GLENARD P,. LIPSCOMB, California 

HELEN M. Boyer, Staff Director 

CLYDE W. Situ, General Counsel 

ANNABELL ZUE, ( Cler 
LESTER P. CONDON, Chief Investigator 
CHRISTINE Ray Davis, Minority Professional Staff 
INTERNATION AL OPERATIONS SUBCOMMITTER 
CHARLES B. BROWNSON, Indiana, Chairmar 

GEORGE MEADER, Michigan BILL LANTAFYF, Florida 
WALTER H. JUDD, Minne i LESTER HOLTZMAN, New rk 
KATHARINE ST. GEORGE, New York HARRISON A. WILLIAMS, Jr., > 

Maur J. MOUNTAIN, Staff Director 

EpWaRD C, KENNELLY, Counse 


WALTON Woops, Staff Investigator 


II 





EARL CHUDOFYF, Pennsylvania 


‘ 
; 


LETTER OF TRANSMITTAL 


House or REPRESENTATIVES, 
Washington, D. C’.. Mareh 9. 1954. 
Hon. JosepH W. Martin, Jr., 
| Speaker of the House of Representatives, 
Washington, D. C. 


Dear Mr. Speaker: By direction of the Committee on Govern- 
ment Operations, I submit herewith the 10th intermediate report of 
e committee. 
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Mr. Horrman of Michigan, from the Committee on Government 
Operations, submitted the following 


TENTH INTERMEDIATE REPORT 


SUBMITTED BY THE SUBCOMMITTEE ON INTERNATIONAL 
OPERATIONS 


On March 3, 1954, the Committee on Government Operations had 
before it for consideration the report of its subcommittee studying 
security and personnel practices and procedures of the Department of 
State. 

After full consideration of the report as submitted by the subcom- 
mittee, upon motion made and seconded, the report was unanimously 
approved and adopted as the report of the full committee. The 
chairman was directed to transmit a copy to the Speaker of the Hous». 


INTRODUCTION 


The late John C. Montgomery was a little-known Government 
employee in charge of the Finnish desk in the Office of the British 
Commonwealth and Northern European Affairs in the Department 
of State. In the early morning of January 24, 1953, he committed 
ssuicide in the Georgetown, D. C., home he shared with a Washington 
attorney. 

Six days after Montgomery’s death, Congressman Fred E. Busbey, 

of Illinois, on the floor of the House of Representatives, requested a 

congressional investigation into the circumstances of the death in 

view of the position Mr. Montgomery held in the Department of 

State, and because a certain degree of secrecy appeared to have 

shrouded the Department of State’s inquiry and report on the matter. 
|The request was referred by the House to the Committee on Govern- 


1 
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ment Operations and in turn referred to the International Operations 
Subcommittee. 

The subcommittee, through its staff, reviewed the separate invest; 
gations made by representatives of the Homicide Squad of the Metro. 
polits in Police De ‘partment of the District of Columbia and by agents 
of the Office of Security of the Department of State, supplementin 
this review with inquiries of its own. It was determined that hear 
gomery, a bachelor, aged 42, had been an employee of the Stat 
Depaitinent since Se ptember 3, 1946. Although originally hired as 
an economist, he had been detailed as the Finnish desk officer sinc: 
September 1951, a post in which the handling of political as well as 
economic affairs was required. 

The police, supported by the coroner’s autopsy report, establishe 
the cause of death as strangulation while in the early stages of in toxic a- 
tion and and concluded that Mr. Montgomery’s death was a suici id 
Neitber the police nor the De :partment of State investigation fone \ 
the suicide to bave been related to Mr. Montgomery’s official duties 
The Department of State’s investigation did reveal, however, that |i 
had been rejected for military service in 1942 on the basis that he was 
suffering from psychoneurosis and from tachycardia. Moreover 
was learned during this investigation that his life, from childhood, had 
been one of frustration. While no specific reason for the suicide 
found, it seemed apparent that a crucial factor was Mr. Montgomery's 
reported mental and emotional instability. In this connection, 
seems appropriate to make mention of the fact that none of thes 
investigations disclosed anything that would reflect upon Mr. Mont- 
gomery’s integrity, reputation, or abilities. 

It is the subcommittee’s belief that the investigations made by th 
Metropolitan Police Department and the Department of State wen 
thorough and that the conclusions they reached were justified on th 
basis of the evidence obtained. 

However, in the course of the subcommittee’s investigations, and 
during the subsequent hearings, certain aspects of the Department o! 
State’s security and personnel practices, as they applied to Mr. 
Montgomery’s employment with the Department, were examined 
close ly. It is with the findings of this phase of the subcommittee’s 
work that the body of this report is concerned. 


SUMMARY OF PriIncIpAL FINDINGS 


Security and personnel practices and procedures of the Department 
of State during the period covered by this investigation appear to have 
been deficient in many important respects 

A case study of the records of John C. Montgomery disclosed thi 
following specific instances of poor administrative management: 

The original personnel investigation of Mr. Montgomery had 
been inadequate and incomplete. 

2. The physical-examination form submitted by Mr. Mamigene 
upon his employment was defective in that no answer was given tot 
— “Have you any physical defect or disability whatsoever? 

Mr. Montgomery was Classified in the Division of Departme ntal 
anon as an “international economist (commercial policies)” bul 
had been detailed as Finnish desk officer from September 1951 wnt 
his death on January 24, 1953, without the knowledge of that Divi 
sion and in violation of a Department regulation limiting such details 
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without approval of the Division of Departmental Personnel and the 
Division of Budget, to a period of 90 days. 

4. None of Mr. Montgomery’s three principal supervisors had 
kno wledge of the existence of the regulation referred to in paragraph 3 
above. 

5. Mr. Montgomery was rated “‘satisfactory” on an efficiency report 
of April 18, 1952, but no action was ever taken during his 17 months 
detail as Finnish desk officer to have the Division of Departmental 
Personnel permanently assign him to this position. 

6. The latest efficiency report on record with the Division of De- 
partmental Personnel was dated April 11, 1950, and covered his former 
duties as an economist for the period April 1, 1949, to March 31, 1950, 
although departmental regulations called for submission of efficiency 
reports at least once a year. 

7. The Division of Departmental Personnel had no official record of 
the absence of a supplementary efficiency report and the Division’s 


‘followup system, designed to detect delinquent reports, had not been 


effective in this case. 

8. The later efficiency report on Mr. Montgomery dated April 18, 
1952, covering the period January 1, 1951, to November 15, 1951, 
was never forwarded to the Division of Departmental Personnel al- 


> though Department regulations provide that efficiency reports must 


be filed within 60 days after their due date.! 
9. This later efficiency report carried Mr. Montgomery’s former job 


s description as an economist only although he had been working as 
| Finnish desk officer since the previous September. 


The value of the country desk in the State Department structure is 
open to question. In the case of the Finnish desk, the officer in charge 
was given the minimum of responsibility and authority and during 
the period covered by this report the desk was little more than a 
message center. 

RECOMMENDATIONS 


The Subcommittee on International Operations recommends that 
the Department of State: 

1. Regularly review the workload and organization of its Office of 
Security to ensure that it is effectively organized and staffed to meet 
its current heavy responsibilities. 

2. Review its personnel practices and procedures for the purpose of 
ensuring that adequate administrative safeguards are established to 
prevent the recurrence of such instances of inefficient and improper 
personnel management as are set forth in this report. 

3. Survey the authority and responsibilities of the country desk 


) officers with a view to determining whether some of these positions 


can be eliminated or further consolidated. 
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into effect on December 29, 1950. 
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Mr. G. Hayden Raynor, Director, Office of British Common- 
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Service System for his testimony concerning those phases of the cas 
which involved the Selective Service, and to Frank Barley, inspector 
for the Civil Service Commission who, following the hearings, directed 
a team that inspected certain personnel practices of the Department 
of State. 

FinpincGs 1n Deratn 


SECURITY PRACTICES AND PROCEDURES 


This report does not consider, except inferentially, the problems of 
determining the competency of personnel from the standpoints of 
intelligence, education, and experience. It will treat, however, of 
methods for ascertaining the suitability of personnel in terms of 
loyalty, stability, reputation, and similar requisites of a satisfactory 
Government employee. Further, this report deals almost exclusively 
with departmental personnel as distinguished from Foreign Service 
personnel. 

Personnel investigations 

An indispensable step in the process of successful personnel selection 
is thorough investigation and screening of all applicants. Executive 
departments and agencies cannot consistently recruit suitable per- 
sonnel unless they are in a position to ascertain through investigation 
the facts concerning an applicant’s past career and to evaluate the 
significance of such facts. In the Department of State these investi- 
gations and the preliminary steps in the evaluation process are handled 
by the Office of Security, one of the offices under the Bureau of Secur- 
ity, Consular Affairs, and Personnel. At present, the Bureau is 
headed by an Administrator, R. W. S. McLeod, appointed March 3, 
1953. At the time of the subcommittee’s hearings the Office of 
Security was under the direction of John W,. Ford who had assumed 
that position on December 23, 1952 

The International Operations Subeommittee’s interest in the ques- 
tion of personnel investigations resulted from the evidence of defici- 

2 Mr. Ford is now regional Security Supervisor at Manilla, Philippine Islands. Mr. Dennis Flinn was 
appointed as Director of the Office of Security on October 12, 1953. 
* The Division of Departmental Personnel has now been consolidated with the Division of Forelt 


Service Personnel to form the Office of Personnel. Mr. Jean is Chief of the Employment Division of that 
office. 





ent of 
sonnel, 


mmon- 
State. 
| Com- 
ent of 


ropean 
Eu ro- 


nvesti- 
Metro- 
ord its 
lective 
he case 
spector 
lirected 
rtment 


lems of 
ints of 
ver, of 
rms of 
factory 
usively 
Service 


election 
cecutive 
rle_ per- 
tigation 
ate the 
investi- 
handled 
f Secur- 
ireau is 
[arch 3, 
fice of 
ssumed 


he ques- 
yf defici- 
is Flinn was 


1 of Forelgn 
ision of that 


SECURITY AND PERSONNEL PRACTICES AND PROCEDURES 5 


encies in the original investigation of Mr. Montgomery at the time of 
his appointment. Mr. Montgomery entered the employ of the 
Department of State on September 3, 1946, by transfer from the 
Foreign Economic Administration, 1 of 5 wartime agencies which in 
that year were absorbed by the Department in an amalgamation that 
effected the transfer into the Department of 11,697 new employees. 

At the time of his employment a very limited investigation of Mr. 
\ontgomery was made by the Department. Mr. Ford testified that 
his file indicated that the investigation had been limited to a review 
of Mr. Montgomery’s school and employment records supplemented 
by interviews with two persons named as references. Whether the 
interviews had been made personally or by telephone was not evident 
in the investigative file. 

Because this kind of limited investigation appeared to be completely 
superficial, the subcommittee examined the elements of what is 
accepted as being good investigative procedure. 

Full field investigations 

To insure that a personnel investigation is thorough, certain 
inquiries should be made by the investigating agent. If these in- 
quiries are made the investigation is referred to by security officers as 
a “full field investigation.”’ 

In his testimony Mr. Ford recounted the nature of the information 
which should be obtained and some of the sources which should be 
referred to in order to satisfy the minimum requirements of a full 
field investigation. Mr. Ford enumerated these requirements as 
follows: 

1. The applicant’s place of birth should be verified. If he states 
he is a naturalized citizen this also should be verified. 

2. Inquiries should be made concerning the background and general 
reputation of the applicant’s family. 

3. A review should be made of the applicant’s scholastic records 
including interviews with former teachers and other qualified persons. 

4. The applicant’s employment experience should be reviewed. 
This review should include a check of available records and discussions 
with former employers and coworkers. 

5. References given by the applicant should be interviewed. While 
references are inclined to give only favorable information, a minimum 
of three should neverthel»ss be interrogated. They often are able 
to supply leads as to the identity of other persons acquainted with the 
applicant. In any event, other persons should be interviewed, in- 
cluding persons residing in the neighborhoods where the applicant 
has lived, 

6. A review should be made of available selective service and armed 
service records, which would include a notation of the results of 
physical examinations. 

7. A review should be made of information which may be available 
concerning the applicant in the files of the Federal Bureau of Investi- 
gation, the Committee on Un-American Activities of the United States 
House of Representatives, the Civil Service Commission, and other 


| governmental agencies. 


8. Credit records of the applicant should be reviewed, and a check 
made of appropriate police agencies to determine if he has a criminal 
record. 
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The applicant should be interviewed, if necessary, to clarify 
any unaccounted for time, et cetera. , 

10. In some instances special inquiries will be required as, for 
example, in cases w here the applicant has resided in a foreign country, 

Clearly there must be some limit to the time and scope of investi- 
gations of prospective personnel. On the other hand, every position 
in the Department of State can be regarded as a sensitive one to some 
degree. Perhaps the best resolution to the problem of how far to 
carry out full field investigations beyond minimum requirements 
is to be found in Mr. McLeod’s statement that the limit to be placed 
upon security measures is reached only when there has been obtained 
“the maximum amount you can afford and still get the job done,” 

Mr. Ford’s review of the requisites of a full field investigation readily 
reveals the inadequacy of the original investigation made of Mr. Mont- 
gomery, which has been described above. In addition, although Mr, 
Montgomery had been rejected for military service in 1942 on the 
grounds of psychoneurosis and tachycardia this fact was not officially 
known to the Department of State until after his death.‘ 

Some question arose during the hearings as to the procedures re- 
quired in 1946 for security officers of the Department to obtain selec- 
tive-service records and whether those procedures prevented examina- 
tion by the Department of Mr. Montgomery’s record. Mr. Ford 
testified that, based on his examination of the files, such records were 
made available for inspection in other cases during the period when 
Mr. Montgomery was hired. 

Maj. Gen. Lewis B. Hershey, Director of the Selective Service 
System, testified that prior to October 21, 1947, the Department of 
State was entitled to obtain information from the files of individual 
registrants under the 1940 act only by requesting authorization from 
the Director of Selective Service in specific cases. Effective October 
21, 1947, authority to obtain such information was granted by regula- 
tion of the Director to certain officers of the Department of State, 
including the chief and special agents of the then Division of Security 
and Investigation. However, following the subcommittee hearings, 
there was located in the Office of See urity a copy of a dire : ee from Mr 
T. F. Fitch, then Chief Special Agent, dated December 30, 1944, which 
indicated that departmental practice prior to that date had been to ask 
applicants for a letter authorizing the Department to examine their 
Selective Service files. The directive instructed all special agents 
that in the future no applicant for employment would be asked to sign 
a form permitting a representative of the Department to inspect 
confidential records pertaining to the applicant’s mental and physical 
condition. This directive was based on a Department circular of 
the Civil Service Commission dated December 16, 1944, indicating 
that health records at selective service boards were confidential and 
that requiring prospective e employees to give permission to have suc h 
records inspected did not constitute good personnel practice. There 
was no evidence that the Fitch directive of December 30, 1944, was 
not in effect when Mr. Montgomery was hired in 1946. 

It can only be speculated at this time, however, whether any infor- 
mation concerning Mr. Montgomery’s reported physical condition 

4 The physical examination form filled out by Mr. Montgomery upon his employment by the Department 
had a question ‘‘Have you any physical defect or disability whatsoever?’”’ This question was not answer 


by Mr. Montgomery. The same question was answered ‘‘No” by him, however, on the application form 
completed at that time. 
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would have been developed from other sources if a full field investiga- 
tion had been conducted. 

In its reference to this matter the subcommittee wishes to reiterate 
that it is not critical of Mr. Montgomery or his record as a loyal em- 
ployee. Nor is judgment passed upon the validity of the 1942 medical 
diagnosis or its relevance per se to Mr. Montgomery’s employment. 
The significance of the matter is that the Department of State did 
not know the medical history of one of its employees serving in a key 
position. Obviously such information must be known concerning 
applicants so that it can be evaluated with all other suitability factors. 

Department of State witnesses could offer no explanation of the 
superficial treatment given the investigation of Mr. Montgomery ex- 
cept to suggest that it was symptomatic of the difficulties the Depart- 
ment has experienced in handling its administrative responsibilities in 
the light of its rapid growth to gargantuan size since 1942. In this 
connection, the Department furnished the subcommittee with the 
following schedule indicating the number of new personnel entering 
the Department since 1940: 


New personnel entering the Department of State, by year, since 1940} 


Continental) Aliens at | |Continental) Aliens at | 
Fiscal year United posts Fiscal year United posts Total 
States | abroad | | States abroad 


| 
1940 | 1947 
— ‘ . 1948 h @ 

1942 s 2 } . 1949 2, B85 3 5, 939 
43 , 486 2 1950 2, 737 3,970 | 5, 707 
M4 2, 775 2 2) 1951 | s 4, 757 8, 636 
45 ‘ ; 2) 1952 3, 607 4,083 | , 690 
194¢ 7 3, 676 2 | 2) 1953 1, 897 2, 725 | , 622 


| Figures shown in the ‘‘Continenta! United States’’ column for 1940 through 1943 exclude appointments 

to the Foreign Service, for which statistics are unavailable. The figure in the same column for 1946 ex- 

ludes the employees acquired during that year from wartime agencies under merger, who were previously 

reported to the subcommittee as totaling 11,697. All programs financed from appropriated funds are 

included, but figures on appointments of aliens paid from nonappropriated local currencies are excluded. 
? Not available for years prior to 1949. 


It will be noted that, during 1946, 3,676 new employees were hired 
in the continental United States and, as previously indicated, another 
11,697 were taken over from wartime agencies, making a total of 
15,373 employees added during that year. 

On the other hand, there was no corresponding increase in the 
number of security officers available to handle personnel investigations 
as well as the other aspects of security work. Before entering into 
this phase of the report, the organizational history of the Office of 
Security of the Department of State will be reviewed. 


DIGEST OF THE ORGANIZATIONAL HISTORY OF THE OFFICE OF SECURITY 


The investigative functions of the Department of State from 1940 
until January 17, 1946, were the responsibility of the Office of the 
Chief Special Agent which was located organizationally under the 
Assistant Secretary of State in charge of administration. 

From January 17, 1946, to February 24, 1947, the functions of the 
former Office of the Chief Special Agent were carried on by a Division 


, of Investigations. This Division was located organizationally under 
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the Office of Controls which, in turn, was under the Assistant Secretary 
for Administration. 

From February 24, 1947, until August 27, 1948, security functions 
were the responsibility of the Division of Security and Investigations 
which was also located under the Office of Controls. 

From August 27, 1948, to December 23, 1952, the Division was 
known as the Division of Security. On May 16, 1949, however, the 
Office of Controls was redesignated the Office of Consular Affairs: 
and on May 31, 1949, it was placed organizationally under the 
Deputy Under Secretary of State for Administration. 

Two years later, on May 3, 1951, the Office of Consular Affairs 
was redesignated the Office of Security and Consular Affairs. On 
December 23, 1952, the Division of Security became known as the 
Office of Security. 

As of March 3, 1953, the Bureau of Security and Consular Affairs 
became known as the Bureau of Security, Consular Affairs, and 
Personnel, of which the Office of Security is a part. 

FBI survey of investigative caseload 

The Department of State has not been unaware of the heavy in- 
vestigative burden carried by its security officers. In February and 
March 1947 the Federal Bureau of Investigation conducted a survey 
of the then Division of Security and Investigations. The report 
which followed this survey, one section of which is quoted below, 
clearly shows how during the period 1943-47 the increase in investi- 
gative personnel failed to keep pace with the increasing investigative 
caseload in the United States.’ The report states as follows: 


It has been pointed out elsewhere herein that one cannot regard the current 
caseload as a delinquency, for the reason that no standard of delinquency has 
been established with reference to the various types of cases handled by 
Division. The following figures, ree will show why a backlog of cases has 
been built up. The fiscal year of July 1, 1943, to June 30, 1944, shall be used as 
a starting point. In that year a total or 11,278 new cases was received by this 
Division for investigation. In that year the Division had an average of 40 
special agents. In the following fiscal year of July 1, 1944, to June 30, 1945, a 
total of 18,168 new cases was received by the Division. This was an increas 
61 percent in new cases received over the same period in the preceding year 
During the fiscal year of July 1, 1944, to June 30, 1945, there was an average 
special agent personnel of 47, which is an increase of 25 percent in the agent 
personnel over the preceding year. Therefore, while the new cases received 
increased by 61 percent there was an increase of but 25 percent in agent personnel 
to handle the increase in cases received. In the fiscal year of July 1, 1945, to 
June 30, 1946, a total of 26,345 new cases was received by the Division for inves- 
tigation. This was an increase of 45 percent in new cases received over 
previous year. During the fiscal year of July 1, 1945, to June 30, 1946, there | 
an average special agent personnel of 62, which is an increase of 17.5 percent 
the agent personnel over the preceding year. Therefore, while the new cases 
received increased 45 percent there was an increase of but 17.5 percent in agent 
personnel to handle the increase in cases received. In the fiscal period of July | 
1946, to March 1, 1947, a total of 28,827 new cases was received by the Diy isin. 
#his was an increase of 46 percent in the number of new cases received during the 
same 8-months period in the preceding fiscal year. In the fiscal period of July |, 
1946, to March 1, 1947, there was an average special agent personnel (stre ngth 
of 72 which js an increase of 20 percent in agent personnel over tbe same 8-months 
period of the preceding fiscal year. Therefore, while the new cases received 
increased 46 percent there was an increase of but 20 percent in the agent persor nel 
to handle the increase in cases received. 


4 The term “investigative caseload’’ includes not only applicant investigations but other types of invest! 
gations as well 
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Due to the disparity in the number of new cases received and the new agent 
personnel added to the rolls a backlog of uninvestigated cases increased with the 
beginning of each new fiscal period. The present backlog of cases is attributable 
in part to this fact. The increase in such backlog of unhandled cases is as follows: 
With the beginning of the fiscal year, July 1, 1943, there was a backlog of 882 
cases. One year later, on July 1, 1944, this backlog had increased to 1,488, an 
increase of 68.7 percent. One year later, July 1, 1945, this backlog had increased 
to 3,735, an inerease of 151 percent. One year later, on July 1, 1946, this backlog 
had increased to 5,013, an increase of 34 percent. 

It will therefore be seen that the agent personnel of the Division commenced 
each fiscal year, not with a clean slate but with an enormous burden of unin- 
vestigated cases. 

It should also be pointed out that the work of this Division is not enttrely 
devoted to the investigation of cases. The Division handles a type of work 
known as special assignments. This includes the assignment of special agents 
to international conferences of various kinds, the performance of special tasks for 
iflicials of the State Department, accompanying foreign guests during their travels 
in the United States, and matters of a related nature. In addition thereto it 
has been necessary for the Division to assign one agent to the handling of Axis 
property. This has deprived the Division of his services in the investigation of 
eases. The total amount of time expended on duties of this kind is not accurately 
known, but it is considerable. It should bé considered, however, when studies 
are made of delinquencies in the handling of the caseload. 

The productivity of the agent personnel is shown by the average number of 
cases closed per agent per month during the same fiscal periods. For the fiscal 
period ending June 30, 1944, each agent had closed an average of 25 cases pér 
month. For the fiseal period ending June 30, 1945, each agent had closed an 
average Of 35 cases per month. For the fiscal period ending June 30, 1946, each 
agent had closed an average of 33 cases per month. For the fiscal period of from 
July 1, 1946, to March 1, 1947, each agent had closed an average of 45 cases per 
month. 


The Office of Security caseload 

Following the hearing, the Department of State furnished additional 
information concerning the workload of the Office of Security. As of 
December 31, 1953, the backlog of cases in the United States was 


5 5,533 despite the fact that 9,560 cases were closed during the year. 


Of the 104 security officers available today, only 83 were actually 
assigned to investigative work. The remainder were assigned to 
making evaluations of investigations, as supervisors or on special 
assignments. The 83 officers closed an average of approximately 6.5 
cases each per month. This is a great drop from earlier days as 
indicated in the FBI report referred to above. It may be attributable 
to many things as, for example, the thoroughness of present investi- 
gations, particularly in personnel cases where a full field investigation 
is the rule and not the exception. 

These figures must be looked at, however, against the larger picture 
of work completed by the Office of Security. From January 1947 to 
November 30, 1953, the office investigated a total of 91,979 employees 


} or prospective employees in the United States and abroad. Over the 


7 year period from January 1947 to December 1953, 9,744 persons were 
rejected for employment as a result of investigations. 
x . . . 
Mr. Ford revealed that as of the date of the hearings it was estimated 


P that at least 2,300 Department employees had never been investigated 
jand that some 2,000 other employees had been inadequately investi- 
pgated. He was reluctant to make any firm recommendations as to 
Hthe number of additional officers required pending certain organiza- 
Puonal changes in the Security Office which will be referred to below. 


/ Budget estimates of Office of Security 


The subcommittee was at a loss to understand why sufficient security 
fficers have not been available over the years to meet the Depart- 
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ment’s needs. An examination of budget requests for the security 
functions of the Department from 1947 to date indicated that the 
Office of Security and its predecessor organization always had been 
authorized the amount of funds requested. In those instances where 
Congress had appropriated less than the overall amount requested for 
the Department as a whole the Department had met the security 
budget by an internal apportionment of available funds. 


Increased emphasis on the importance of security 

During his testimony Mr. Ford introduced a chart showing the grad- 
ual increase in emphasis on full field investigations oo 1940 to 1953 
This chart is attached to this report as appendix No. 1. As the chart 
shows, it was not until 1948 that any cases were given approxims itely 
full coverage, and full field investigations were not made in all cases 
until 1953. This growing cognizance of the importance of security js 
discernible also from an examination of the written directives con- 
cerned with investigative procedures issued over the years. From 
research undertaken by the Office of Security it appears that from 1942 
until 1948 the only existing written procedures were set forth in 
sporadically issued memoranda or letters of instruction. The first 
manual codifying these instructions and regulations was issued j 
1948 and then revised and brought up-to-date in 1952 

It was not until 1947 that security officers were regularly stationed 
abroad. Previously, at posts overseas security work was handled for 
the most part by administrative officers who not only had othe: 
duties but who were, moreover, untrained for this type of work. 

Since 1947 greater support has been given to the Office of Security 
in the selection, training, and compensation of competent, trust- 
worthy officers capable of handling their tasks in the United States 
and abroad. As of the date of the subcommittee’s hearings there 
were 61 positions for security officers overseas covering a total of 261 
diplomatic posts. All the positions were not filled, however. As of 
January 1, 1954, there were 57 such positions although only 45 were 
filled. These officers service 238 posts. 

Handling of cases involving sex perversion 

The problem of sex perverts in Government departments generally 
was brought into national focus in 1950 by the Subcommittee on 
Investigations of the Senate Committee on Expenditures in the Ex- 
ecutive Department. In its interim report of December 15, 1950, 
Senate Document No. 241, 81st Congress, 2d session, entitled “Em- 
ployment of Homosexuals and Other Sex Perverts in Government” 
that subcommittee disclosed that between January 1, 1947, and No- 
vember 1, 1950, a total of 106 employees had been dismissed for sex 
perversion in the Department of State while 12 additional cases wer 
still pending. 

Most significant of all, the Senate subcommittee branded homo- 
sexuals and other perverts as security risks susceptible to pressure 
by foreign agents or blackmailers. 

Until June 6, 1951, investigations of cases involving sex perversion 
among employees overseas were conducted only by inspectors of the 
Foreign Service Inspection Corps, except that since October 1946, 
security officers occasionally were detailed from Washington to inve* 
tigate particularly difficult situations. 
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It was not until the spring of 1951, however, that it was agreed that 
the then Division of Security as well as the Foreign Service Inspection 
Corps could both conduct investigations in this area. Since this 
agreement officers of the Office of Security serving overseas gradually 
took over this responsibility in its entirety. 

The effectiveness of the Office of Security in this field is demon- 
strated by statistics furnished by Mr. McLeod indicating that whereas 
in calendar 1950, a total of 54 persons were separated following investi- 
gation of sex perversion, in 1951, this number was 119, and in 1952, 134. 
During calendar year 1953, 98 persons were so terminated. 

The Office of Security today 

What is past is past. The subcommittee is more concerned with 
the future plans of the Office of Security. Admittedly, it has heavy 
responsibilities. 

As of May 22, 1953, it was estimated that the Office of Security was 
servicing 50,505 persons in this country and overseas. This total 
broken down was as follows: 

In the United States as of the date of the hearing there were 10,534 
employees of the Department of State within the continental limits 
of the United States. Of this number 3,387, who were initially investi- 
gated by the FBI or the Civil Service Commission, were attached to 
the Voice of America and the Technical Cooperation Administration. 

In the Foreign Service there were 28,043 employees including per- 
sons hired locally in foreign countries. Of this number, 1,073, who 
were originally investigated by the FBI or the Civil Service Com- 
mission, were attached to the VOA. 

In addition, the Office of Security also was servicing overseas 11,928 
Americans and locally hired persons who were assigned to programs 
of other agencies and departments. 

It is expected however that reduction of personnel through the 
reorganization and economy programs of the new administration will 
lessen this workload to some extent. By Executive Order No. 10458, 
dated June 1, 1953, the responsibility of the Department of State 
for TCA and certain other functions was transferred to the Mutual 
Security Agency. Under Reorganization Plan No. 7, effective August 
1, 1953, further functions of the Department were removed and trans- 
ferred to a newly created Foreign Operations Administration which 
has taken over the responsibilities of the Mutual Security Agency and 
the Office of the Director of Mutual Security. Finally, Reorganization 
Plan 8, also effective August 1, 1953, removed most of the activities 
formerly administered by the International Information Administra- 
tion, and the information activities of the Department in occupied 
areas, including the Voice of America, and transferred them to the 
new United States Information Agency. Exact figures as to the 
eventual reduction in personnel are not predictable at this time, but 


) these reorganizational moves, together with the present executive 


freeze’ in the hiring of personnel in the executive branch, should 


| streamline the Department of State to manageable size to the benefit 


of all its service elements including the Office of Security. 

The latest information available indicates that as of December 1, 
1953, there were 5,539 employees on the departmental rolls; 5,896 
employees (American) on the rolls of the Foreign Service, including 


| Foreign Service officers, staff and reserve employees; and 8,327 alien 
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employees. In addition, the Office of Security was servicing 7,000 
USIA employees overseas (1,000 Americans and 6,000 aliens); 6,069 
FOA employees overseas (2,610 Americans and 3,459 aliens). This 
makes a grand total of 32,831 employees for whom the Office of Se- 
curity has security responsibilities. Of this total, 5,935 employees 
were stationed in the United States and 26,896 at posts abroad. 

In terms of a decreased workload this total figure offers a significant 
comparison with the figure of 50,505 persons serviced by the Office of 
Security as of May 22, 1953. 

The new security criteria 

On the other hand, the burden of the Office of Security office has 
been increased at least temporarily by the issuance of Executive 
Order No. 10450, effective May 27, 1953, which sets forth the security 
and suitability standards required of all Federal employees. In 
brief, this order goes far beyond the requirements of the former 
loyalty program (initiated by Executive Order No. 9825 of March 21, 
1947) and, while embracing the former loyalty criteria, requires 
consideration of many other factors from the standpoint of securit 
and suitability. Further, the order calls for the review by each de- 
partment and agency of all cases of civilian officers and employees 
who were fully investigated under the former loyalty program, together 
with a readjudication of any such cases which were originally evaluated 
under standards not commensurate with the full criteria established 
by the new order. 

To meet its responsibilities in the fields of personnel and security 
and in line with the administration’s increased emphasis on security 
the Department of State selected Mr. McLeod, a former special 
agent of the FBI, who had never served in the Department, to head 
the Bureau of Security, Consular Affairs, and Personnel, as Ad- 
ministrator. Mr. McLeod retained Mr. Ford, also a former FB! 
agent with considerable overseas experience, in the security service 
to head the vital Office of Security. As indicated previously, however, 
Mr. Ford is now regional supervisor of security with headquarters 
in Manila, Philippines, and the present Director of the Office of 
Security is Dennis A. Flinn, also a former special agent of the FBI, 
who, in addition to having served in the Department of State, served 
abroad for several years as a Foreign Service officer. 

In the application of the new loyalty criteria, only the original 
evaluation of a case is made in the Office of Security; the final deter- 
mination is made by the Secretary of State with the endorsement of 
the Under Secretary for Administration, Mr. Donold B. Lourie and 
of Mr. McLeod. In commenting on the administration of the new 
loyalty criteria, Mr. McLeod estimated that there would be some 
2,000 fully investigated cases requiring review but he felt that the 
necessary investigations and adjudications or evaluations could be 
handled by the Office of Security at the same time it is processing the 
2,300 cases in which no investigation was made and the 2,000 cases 
in which only partial investigations were made. 


Investigation before transfers and promotions 

Several steps in the right direction have already been made. Mr. 
Ford testified that in order to handle the delinquent investigative 
caseload of 2,300 noninvestigated cases and 2,000 inadequately 1n- 
vestigated cases referred to above, Mr. McLeod instituted a system 
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under Which the Office of Security is to be advised when an employee 
is being considered for a transfer or promotion. At this time the 
employee's investigative file will be examined, and in those instances 
where there has been either no investigation or an inadequate one, an 
appropriate investigation will be ordered. In all cases, the files will 
be brought up to date. 

An advantage of this system is that it prevents needless investiga- 
tions of persons about to leave the service. Mr. MeLeod felt it of- 
fered the most effective use of available manpower and said he hoped 
that after 2 or 3 years they would be in a position to continually re- 
view and keep up to date the investigation files on employees as they 
are transferred or promoted in the normal course of their careers. 
Surve y of the Bureau of Security, Consular Affairs, and Personnel. 

In order to get a fresh look at the problems needing attention Mr. 
McLeod ordered and recently has had completed an organizational, 
functional and personnel survey of the Office of Security. As of this 
printing the results of this survey and the recommendations based 
thereon had not been fully put into effect. 

The subcommittee will be interested in the results of the survey and 
will follow the Department’s future efforts in this field with a view to 
lending congressional assistance as may be required in the interest of 
constructive reform. In view of the importance of security today it 
will be particularly interested in the effort made to reduce the backlog 
of 5,533 eases referred to previously. ‘The subcommittee hopes that 
the Department of State’s attempt, through better organization, in- 
creased efficiency, and the addition of trained investigators in con- 
sonance with predictable needs, to gear itself to handle today’s 
security problems will be effective. 


PERSONNEL PRACTICES AND PROCEDURES 


Personnel management 

Of equal importance with proper selection of personnel is effective 
personnel management. It can be effective only if personnel policies 
and practices result in a maximum coordination of employee effort 
without suppression of individual initiative, identity, and rights. 

In examining Mr. Montgomery’s experience with the Department of 
State the subcommittee discovered that in many respects the basic 
principles of good personnel management had not been observed and 
that officially he was a forgotten man. 

As previously indicated, Mr. Montgomery entered on duty with the 


| Department on September 3, 1946, as an economist. In 1949 during 


the general reorganization of the Department he was transferred from 
the so-called economic area to the Office of British Commonwealth 


|.nd Northern European Affairs. He was given the title “interna- 


tional economist (commercial policies)’ and assigned the responsi- 
bility of providing advice on economic problems relating to Scandi- 
navia. At that time he prepared a job description specifically delineat- 
ing the nature of his duties which was appropriately filed in the 
Division of Departmental Personnel. Apparently his services in this 


} capacity were satisfactory and his superior rated him as ‘‘very good”’ 


in an efficiency report dated April 11, 1950, covering the period 
April 1, 1949, through March 31, 1950. 
44241548 
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With that action, however, Mr. Montgomery, as far as the official] 
records were concerned, was lost in the substructure of the rt get 
of State, to be rediscovered orly after his death in January of 1953. 
As the story was pieced together during the hearings, it appeared that 
Mr. Montgomery served for a respectable period as a specialist in 
Scandinavian economic affairs until Se ptember of 1951 when he was 
detailed on a temporary basis as the Finnish desk officer; i. e., the 
desk that is concerned principally with the political relations between 
the United States and Finland. He was selected tor this position 
partly because the responsibility of his economic job was decreasing 
and partly because he had expressed a desire to gain experience in 
political affairs. 

Temporary assignments 

The subcommittee was advised by Mr. Jeon, former Chief of what 
was then known as the Division of Departmental Personnel, that 
under administrative practices at that time such temporary assign- 
ments or details between organizational units were permissible for a 
period not to exceed 90 days. 

Under these regulations, not later than 90 days after the initial 
date of the detail a request had to be made to the Departmental 
Personnel to place the employee in an established position unless 
both the Division of Departmental Personnel and the Division of 
Budget approved the continuation of the detail. In Mr. Montgom- 
ery’s case, no such approval was sought or given, and he continued 
to carry out his new duties for some 17 months until his death in 
January 1953. It can only be a matter of speculation as to how long 
he would have so remained had not tragedy intervened. 

While fully cognizant of the advantages of testing a man in a new 
job before making his appointment permanent, the subcommittee 
tried unsuccessfully to discover any reason other than bureaucratic 
apathy for Mr. Montgomery’s protracted trial period in this assign- 
ment. ‘Typical of the testimony was this colloquy between Chairman 
Brownson and Mr. 8S. Hayden Raynor, Director of the Office of British 
Commonwealth and Northern European Affairs: 

Mr. Brownson. Now Mr. Montzomery went on this job in September 1951. 
What was the reason that, althouzh he was there for 17 months, he was never 
transferred into the actual job and classifiel as the Finnish desk officer? 

Mr. Raynor. I put him in on the theory that it was a trial run. I know 17 
months seems like a very long perio’, and it is. I suppose that the status should 
have been changed one way or the other before that time. But I do want to 
point out that a political officer is not, at least it has been my experience, is not 
made overnight. This man had been an economist. He had not been a politica! 
officer. He was starting this from scratch and it was my idea to give him a ver 
thorough trial period. I felt he was improving and was doing better as he went 
along. I think if I had been pinned down to make the appointment permanent 
after 6 to 9 months I woul? have done so. 


Submission of efficiency reports 

The official indecision regarding Mr. Mongtomery’s capabilities on 
this job was not helped by the fact that Mr. Montgomery was appar- 
ently regarded as a “satisfactory” employee. The last efficiency 
report which was executed conc erning his services and signed by him 
on April iP 1952 , covered the period January 1, 1951, to November 
15, 1951; . it embraced his work as the Finnish desk officer as well 
as an economic specialist. This report was prepared under authority 
of the Performance Rating Act of 1950 and the Department’s per- 


eos 
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formance rating plan as approved by the Civil Serivee Commission 
mn December 29, 1950. Under this plan all emplovees are rated 
‘outstanding,’ “satisfactory” or “unsatisfactory” and the previous 
rating’ categories of “excellent,” " very good,” “sood,”’ “foir’’ and 
unsatisfactory” have been abolished. 

There is a question, however, whether any significance can be 
attached to the rating “satisfactory.” The disadvantage of the new 
ratings apparently lies in the fact that only the “ultras’’ and the 
infras’’ of the spectrum of employees can be graded “outstanding” or 
“unsatisfactory,” respectively, and then only under cumbersome pro- 
cedural steps. These facts, adding to the burdens of hurried or 
timid supervisors have led to a great caste of employees rated neither 
very good nor very poor, but known only as “‘satisfactory.”’ Despite 
this rating, however, Mr. Montgomery apparently was not considered 
sufficiently satisfactory to be officially classified as the Finnish desk 
officer. 

Moreover, Mr. Montgomery was not given even the nominal 
advantage of having his satisfactory rating recorded in the Division 
of Departmental Personnel. Mr. Montgomery approved the effi- 
ciency report dated April 18, 1952, and it was sent by Mr. Andreas 
G. Ronhovde, Officer in charge of Northern European Affairs, his 
immediate supervisor, to Mr. Andrew B. Foster, Deputy Director, 
Office of British Commonwealth and Northern European Affairs, but 
there it remained. 

{n explaining this development, Mr. Foster testified at the hearings 
as follows: 


Mr. Foster. In accordance, again, with routine, Mr. Ronhovde then sent it 
in to me, with Mr. Montgomery’s signature and his own signature, and it fell 
my lot, as Deputy of the Office, and with the general responsibility for the entire 
office in matters of this sort, in behalf of Mr. Raynor, to review it for accuracy and 
fairness, both from the Government viewpoint and Mr. Montgomery’s, and then 
sign it under Mr. Ronhovde’s signature. There are three signatures called for. 
I did so sign it; but there was a very minor point, which I am sorry to say I have 
forgotten—it was a vear ago—of phraseology, or something of the kind, which 
caused me to feel that Mr. Ronhovde and I should discuss it, possibly with the 
view of amending it in some minor particular, and it went in my outbox and 
from thenee into some file where it was buried—a matter we very deeply regret. 
We regret it not alone because it seems to be an indication of poor management: 
we regret it also in the case of the employee, who might thereby have been harmed 
through the failure of the record to be completed in his case 

It was a favorable report— Mr. Raynor has said it was satisfactory—and if Mr. 
Montgomery were still living it might have in some way prejudiced his career, 
if there had been a gap in his record. 

We regret it very much on that score, indeed. I particularly regret it because, 
[ think I can say—and there have been a good many jobs | have had with the 
responsibility, for some part in the preparation of efficiency ratings—I have always 
prided myself on seeing that they were adequate, complete, fair to both the Gov- 
ernment and the employee. This is the one case which has come up and it seems 
to suggest the entire system is deficient and throws some doubt on the very earnest 
labors we have given this in our office during the year and a quarter I have been 
there, and before then, to make sure that not only were rules and regulations in the 


formal sense complied with but that justice was done to cach employee. 


Accuracy of efficiency reports 
When, during the investigation of Mr. Montgomery’s death, the 
April 1952 efficiency report was finally resurrected from its resting 


* Torate an employee “outstanding” it must be demonstrated conclusively to a Performance Rating Com- 
mittee that his work is far above average. To rate an employee “‘unsatisfactory’’ he must be given 90 
lays notice of such intention. Ifthe rating is formalized the employee is given the opportunity to appeal to 
sppropriate administrative authorities. 
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place of 9 months it was revealed that although it purported to cover 
the period January 1, 1951, to November 15, 1951, including some o{ 
the time Mr. Montgomery served as Finnish desk officer, the report 
carried only his former title of “international economist (commercial 
policies)” and his former job description. No description of his actual 
duties as the Finnish desk officer, which during his incumbency em- 
braced economic as well as political considerations, was on recor! 
anywhere. The nearest facsimile was a generalized description of the 
duties of a typical country desk. 

Delinquent efficiency reports 

It must be said, however, that on the efficiency report of April 1s. 
1952, there was a notation that the job description was inaccurate, end 
it may be that this was the reason for Mr. Foster's original dissatis- 
faction with the report. If the report had proceeded through regular 
channels to the Division of Departmental Personnel the notation woul: 
not necessarily have apprised that Division that Mr. Montgomery 
had a new job but it would have been some indication that further 
inquiry should be made if an accurate job description were not forth- 
coming. 

Mr. Jean explained that he had not, during the period in question, 
sufficient manpower to constantly check on the assignments of all of 
the employees of the Department, and reliance had been placed on the 
operating and administrative officials in the various bureaus and offices 
of the Department to keep the Division of Departmental Personne! 
currently advised. This explanation is, of course, understandable 
Personnel officers in a department as large as the Department of State 
cannot be expected to have full personal knowledge at all times of the 
activity and movement of each employee. On the other hand, a per- 
sonnel division should have adequate administrative machinery which, 
if operating, would detect such miscarriages of personnel procedures 
as failures to submit efficiency reports for extended periods of time, 

Mr. Jean stated that his Division did have a followup system in 
effect to bring delinquent reports to its attention. He indicated that 
efficiency reports are due 60 days after the due date unless there is a 
written justification for the delay. He could offer no explanation 
of why the followup system failed to function in this instance except 
that the Department had been going through a transitional period 
in shifting from the old efficiency rating system to the new performance 
rating plan and that somewhere in the ponderous operation the case 
of Mr. Montgomery, by some mischance, had been overlooked. 

The Finnish desk 

This investigation and the subsequent hearings also gave the sub 
committee an insight into the purposes and functions of country 
desks backstopping United States activities in small countries. 

The Finnish desk officer is, in a sense, low man on the totem pole 
of command. He is responsible to the officer in charge of Northern 
European Affairs, Office of British Commonwealth and Northern 
European Affairs, who, in turn, is responsible to the Deputy Director 
and Director of the Office of British Commonwealth and Northern 
European Affairs. The full line of command is indicated on the chart 


entitled “Line of Command”’ attached to this report as appendix 
No. 2. 
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Before Mr. Montgomery was assigned to the desk it had been 
handled by a man who also handled the Norwegian desk. While 
\[r. Montgomery was so detailed, he continued to carry on some of 
his duties as an economic adviser although they had diminished in 
importance. Following Mr. Montgomery’s death it was handled 
by an officer who was also responsible for the Danish desk. 

The evidence received concerning the importance and necessity of 
the Finnish desk did not clarify the matter to the subcommittee’s satis- 
faction. Mr. Raynor testified that while it was true the present 
incumbent was responsible also for the Danish desk he was able to 
handle both jobs only by working overtime. On the other hand, he 
also said: 

No; I do not believe the Finnish desk by itself, in the last 2 years while I have 
been in the office is a full-time job for 1 man. It hasn’t been handled as such 
at any time. 

In a later written statement submitted to the subcommittee the 
Department of State delineated at length the duties expected of desk 
officers in maintaining liaison in Washington with the representatives 
of foreign countries and in briefing superior officials on particular 
problems of the countries concerned. The subcommittee recognizes, 
of course, that some employees must do the basic pick and shovel 
work to enable their superiors to formulate policy and that the need 
for such work is greater in backstopping United States policy formu- 
lation with large countries such as Great Britain and Canada. It 
questions, however, whether in practice this concept is effectively 
carried out. During its investigation the subcommittee was furnished 
with several examples of the work handled by Mr. Montgomery. 
From these examples it appeared that the work of the Finnish desk 
officer consisted only of routine tasks and relaying information to 
superiors. Further, even in the handling of these functions Mr. 
Montgomery was given only the barest responsibility and permitted 
only a minimum of initiative. 

The subcommittee has not had the opportunity to explore this 
question thoroughly, but it does feel that the Department of State in 
its present effort to reorganize and streamline its functions should give 
the operations of the various country desks a good hard look to deter- 
mine whether some of those positions can be eliminated or further 
consolidated. 

The subcommittee recognizes that the Department of State has been 
going through a transition period and is making an effort to strengthen 
its personnel and other administrative practices and procedures. 

Following the hearings the chairman received a letter from Thruston 
B. Morton, Assistant Secretary of State, concerning some measures 
which were immediately taken by the Department as a result of these 
hearings which reads in part as follows: 

I wish to thank the subcommittee for the courtesy, fairness, and constructive 
spirit shown in its examination of witnesses from this Department. 

The inquiry conducted by the subcommittee has served to identify some areas 
of operation within the Department which are in need of improvement, for which 
We are grateful to the committee. Pursuant to the committee’s suggestions and 


in order to eliminate deficiencies pointed out during the hearings, the Division of 
| Departmental Personnel has initiated two new administrative circulars, copies of 
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which are enclosed? It is hoped that these will result in correcting the deficiencies 
revealed. 

This disposition for constructive change is encouraging. On its 
part the subcommittee has assured the Department of continuing 
interest in the achievement of effective and responsible personne! 
management. 

CONCLUDING STATEMENT 


The subcommittee’s chief concern was whether the various devia- 
tions from accepted personnel management practices pointed up in 
this report are isolated instances or symptomatic of a chronic admin- 
istrative weakness and apathetic attitude toward organization and 
efficiency. The subcommittee noted the fact that some of the State 
Department witnesses seemed to be in doubt as to the exact require- 
ments of many of the personnel regulations. For example, Mr. 
Montgomery’s three superiors were aware of neither the existence of 
a regulation concerning temporary assignments of personnel nor of the 
exact requirements of regulations on the submission of efficiency 
reports. 

In fairness to the Department of State, the subcommittee, following 
the hearings, requested the Civil Service Commission to make an 
intensive survey of the personnel practices and procedures of the 
Division of Departmental Personnel with special emphasis on the 
kinds of administrative failure pointed out in this report. The Civil 
Service Commission made this survey and submitted to the subcom- 
mittee a copy of the report, dated September 11, 1953. <A digest of 
its findings is set forth as appendix No. 5 of this report. 

Evidence of administrative deficiencies found by the inspectors 
formed the basis of the report’s 15 recommendations for corrective 
actions, and 30 additional suggestions for improving the Department's 
personnel administration. In a letter to the Commission dated 
November 19, 1953, from George F. Wilson, Assistant Administrator 
for Personnel, of the Bureau of Security, Consular Affairs and Per- 
sonnel, the Department of State, with minor exceptions, substantially 
adopted the recommendations and suggestions set forth in the inspec- 
tion report. 

Some of the findings of the Commission’s inspectors were in the 
same administrative avenues where deficiencies were found in the 
examination of the Montgomery records. Particularly, further 
evidence was found of inadequate medical records, abuse of personnel 
manual provisions governing the transfer and detail of employees 
between organizational units, and pronounced apathy on the part of 
rating officials and employees alike in carrying out the performance- 
rating program. 

As the subcommittee found in the case of Mr. Montgomery, defi- 
ciencies relating to the transfer and detailing authority and the per- 
formance rating system are the direct result of what appears to be 
weak coordination between the personnel organization and the operat- 
ing units. For example, what the inspectors define as a “progressive 
and forceful’ performance-rating system is weakened by delinquent 
reporting on the part of rating officials and lack of employee interest. 

7 The new administrative circular on the subjects of Employee Details and Report on Status of Perform 


ance Ratings to which Mr. Morton referred are attached to this report as appendixes 3 and 4. It is further 
understood that additional regulations concerning details of employees will be forthcoming soon. 
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Abuse of the administrative power to make temporary details can, 
of course, be bottled up in operating units by the failure of officials to 
report the transfer or detail of their employees to the personnel 
office. In view of the civil service inspection report the subcommittee 
can only conclude that the findings of its case study of Mr. Mont- 
gomery’s employment were generally applicable to personnel prac- 
tices and procedures of the Department of State. Having disclosed 
and documented this series of deficiencies, the subcommittee believes 
that necessary corrective measures, many of which have already been 
taken by the Department of State, will ensue. 








ADDITIONAL VIEWS OF CLARE BE. HOFFMAN 


Adherence to duty compels the filing of these additional views. 

The objectives of this report, as I see them, are noteworthy and 
laudatory, but the apparent initial basis for conducting this study or 
investigation is repugnant.! The request (to conduct a congressiona| 
investigation into the circumstances of the death of Mr. Montgomery 
in view of the position he held in the Department of State) was yo 
referred by the House to the Committee on Government Operations. 
Congressman Fred E. Busbey made the request personally by letter. 
dated January 29, 1953, to this committee.” 

[ was opposed to making the investigation, and so advised the sub. 
committee chairman in my referral of the matter to his subcommittee 
In my opinion, a congressional committee should not have to await a 
sensational suicide to bestir themselves into the performance of their 
official duties. 

The subcommittee submitting this report is charged with the respon- 
sibility of studying the operations of the State Department.’ Why, 
then, must they wait until the shadow of death darkens their doo) 
before they see the light of necessity to energetically perform their 
duties? With a planned and balanced program, they would have 
checked these functions, as they had been alerted by the press on 
numerous occasions that the security program was lax in that 
department.‘ 

After the subcommittee made the decision to investigate the security 
and personnel practices and procedures of the State Department, wh) 
did they then not make a complete and thorough investigation, rather 
than exploit the unfortunate case of a single suicide?®> The report 
fails to indicate that the subcommittee made an actual inspection of 
the operations, but they apparently relied almost exclusively upon 
statements by administration officials that the operations were 
deficient.® 

The report is replete with references to this single case of suicide, 
which has been used to point up the deficiencies of the State Depart- 
ment operation.’ The “Summary of principal findings” and “Recom- 
mendations” of the report appear to be based on one case only—\r 
Montgomery.’ One gains the impression that the subecommitiee was 
as interested in the reasons for the suicide as in determining deficiencies 
in the administration of the security and personnel procedures. 

Hearings were held in April 1953, only 1 month after the appoint- 
ment of Administrator McLeod and before he had an opportunity to 

! Report, p. 1, par. 4. 

? Congressional Record, vol. 99, No. 16, January 29, 1953, p. 680. 

3 Legislative Calendar, Committee on Government Operations, p. 10 
*S. Doe. 241, 81st C yng., 2d sess., dated Dec. 15, 1950. 

5 Report, p. 2, par. 4 

® Report, pp. 3, 6, and 8. 

? Report, p. 2. 

§ Report, pp. 2 and 3. 
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rect any deficiencies he may have found. It is the same old 
story of the administration being blamed for situations created by the 
former administration and holdover employees.’ No doubt the report 
would be more useful and helpful if all reference to the unfortunate 
cide had been omitted. 
lhe general substance of the report, which is factual and statistical, 
appears to be meritorious. Undoubtedly the problems raised by the 
study will be, and have been beneficial to the administrative officials 
of the State Department. As a result of the study, a survey was 
made by the Civil Service Commission of the personnel practices and 
procedures and all of their recommendations have been substantially 
adopted by the Department.'® This, no doubt, will be beneficial, 
both administratively and financially. 

\[v principal objection to the report lies in my abhorrence to 
vilifving the dead—Let them rest in peace. 

CiarE E. Horrman. 


R. W.8. McLeod was appointed Administrator of the Bureau on Mar. 3, 1953—R« port, p. 4. 
Report, p. 18 and appendix No. 5, exhibit A. 








APPENDIXES 


APPENDIX No. 1 


Fuuut Frevp 


U.S. DEPT. OF STATE PERSONNEL INVESTIGATIONS 
Degree of Departmental coverage in comparison to 
Full Field Investigation 


100% 


wll 


FUULFIELD = FY 1940 4142 43 44 45 46 47 48 49 ‘50 ‘SI ‘52 3 
INVESTIGATION 
Norre.—The height of each stack indicates the percentage of personnel in each 
year on whom investigations were conducted. 
The width of the stack indicates that a full field investigation was made. 
Where, asin 1948, 1949, and 1951, the stacks are broken, some full and som 
partial investigations are indicated. 
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AppENDIXx No, 2 


LINE oF COMMAND 


LINE OF COMMAND Seecary 
Typical Country Desk Officer 


BUREAU OF EUROPEAN AFFAIRS 


Deputy Under Secretary 


in Sop Bares 
Deputy Assistant Secretary 


Office Director 
Deputy Director 


Officer-in -Charge 


Country Desh Officer 
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APPENDIX No. 3 
EMPLOYEE DETAILS 

Department of State Administrative Circular No. 24, June 10, 1958 
EMPLOYEE DETAILS 


1. Importance of Accurate Job Description 


1.1 It is fundamentally important that the official job description of eve; 
departmental employee be accurate. The legality and proper amount of pay to 
which an employee is entitled and the extent to which an employee may 
credited with experience toward turther promotion depends on the accuracy of 
such job descriptions. To a certain extent, accurate job descriptions are necessary 
also in order to insure compliance with security regulations. Both Civil Servic 
and departmental regulations therefore place great emphasis upon the accuracy 
of current job descriptions. 

1.2 Conversely, it is equally imperative that once a job description has bee: 
officially approved an employee not be changed to duties not covered by such j 
descriptions and allowed to remain on such duties indefinitely without this change 
being officially recognized and approved. To do so may render employee's pa 
illegal, may deprive him of credit for experience toward future promotions, and 
may render the administrative officials responsible for such misassignment liab): 
to disciplinary action. 





2. Regulations Governing Details 

It may be necessary on oceasion to assign an employee for a short period of tiny 
to duties not covered by his job description. Such assignment constitutes a detail 
The Department has relied largely heretofore on direct compliance with the Civi 
Service Commission’s regulations on details contained in section 14, chapter X 
of the Federal Personnel Manual. Recently, however, certain laxities have beer 
discovered in the application of these regulations, some of which have beer 
brought to congressional attention. This has emphasized the necessity for explicit 






departmental regulations on this subject. Such revised regulations are being f 
prepared for insertion in section.353 of the Manual of Regulations and Procedures 

In the meantime, the following. procedures shall be followed in making employe: 
details: 

a. Less than 30 days.—Details for less than 30 days may be made informally I 
by merely instructing the employee to assume temporarily the duties of the c 
position to which detailed. Such instructions may be issued orally or in writing 
but should include the date, not more than 30 days in advance, by which the 
employee will be expected to return to his regular duties, 

b. 30 to 90 days—lIf it becomes necessary for the employee to remain on de 
tail 30 days or more, Standard Form 52, Request for Personnel Action, shall be 
executed on or before the 30th day of such detail and submitted to the Division 
of Departmental Personnel. The nature of action shall be shown as “detail 
and the form shall show the effective date (the date the detail actually began 
the job from which detailed, and the one to which detailed. If the duties to T 
which detail is made have not been classified, this fact shall be noted and ther F 
shall be attached a brief statement of the duties and an identification of their S 
organizational location. Standard Form 52 so executed shall be treated by the 
Division of Departmental Personnel as a memorandum of information and kept | 
in a suspense file pending receipt of Standard Form 52 announcing the termina- ™ 
tion of detail and the effective date. Details up to 90 days may be accomplished 

) 


by the authority of the office having supervision over the employees to be de- 


tailed and do not require approval or authorization by the Division of Depart- 
mental Personnel. 

c. 91 to 120 days—Details extending beyond 90 days require the prior approva 
of the Division of Departmental Personnel based on the classification of | 
position and a determination by the Division of Departmental Personnel, on or 
before the 90th day, that the employee is qualified for the position to which de 
tailed. Requests for authorization to extend a detail beyond 90 days shall 
accompanied by a statement of the duties to be performed, prepared in sufficien! 
detail to serve as a basis for classification of the position. Requests need not ! 
accompanied by a statement of the employee’s qualifications unless it is «i 
sired to present qualifications which are not on record in the employee’s person 
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If the Division of Departmental Personnel finds the employee meets the 
jualification standards, the detail may be continued not to exceed the 120th day. 
By the end of the 120th day, the detail shall be terminated either by the return 
of the employee to his regular duties or by transfer to the new duties, such trans- 
fer to be approved by the Division of Departmental Personnel in advance in the 
isual manner. 


Prohibitions 
iimployees serving in excepted positions (that is, positions in schedule A, B, 
or C, or positions exempted from Civil Service requirements by statute) shall 
not be detailed for any period of time to perform the duties of competitive posi- 
tions. Employees shall not be detailed for any period of time to perform duties 
for which they do not have the necessary security clearance. 
Sureau of Security and Consular Affairs—SCA.) 


APPENDIX No. 4 


REPORT ON PERFORMANCE RATINGS 


Department of State Administrative Circular 21, May 25, 1953 
REPORT ON STATUS OF PERFORMANCE RATINGS 
1. Purpose 
This circular notifies executive and administrative officers that, effective 
immediately, each administrative officer shall submit a quarterly certification as 
to the status of all performance ratings due employees under his jurisdiction 
during the preceding quarter. 


2. Procedure 

The report shall be submitted to the Division of Departmental Personnel in 
accordance with the format shown on the attachment hereto within 5 workdays 
following the close of each quarter. The first report is due on July 7, 1953. 


3. Effect on periodic pay increase 


Hereafter, periodic pay increases otherwise due employees will not be cleared 
by the Division of Departmental Personnel for processing until an appropriate 
current official performance rating has been submitted. 


(Attachment: Sample Copy of Report.) 
(Division of Departmental Personnel—DP.) 


[Attachment] 
QUARTERLY CERTIFICATION AS TO PERFORMANCE RATINGS 


Date: 
To: Division of Departmental Personnel. 
From: 
Subject: Performance Ratings. 

This is to certify that all official performance ratings falling due for employees 
within the administrative jurisdiction of this effice up to and including 30 days 
prior to the date of this certification have been completed and submitted with the 
following exceptions: 


Name 


Reason for delay 
(Signed) 
Title 
Organization 
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APPENDIX No. 5 
Civit Service Inspection Rerort 
BASIS FOR INSPECTION 


On the basis of what were established as a number of administra- 
tive failures in connection with the Department of State’s manage- 
ment of the personnel records of the late John C. Montgomery, the 
Chairman in a letter dated May 6, 1953, to Chairman Philip Youn 
of the Civil Service Commission, requested an audit of the Depart- 
ment’s personnel system under the provisions of Executive Order No 
9830 empowering the Civil Service Commission to conduct periodic 
inspections of personnel programs in the executive agencies. The 
Chairman’s letter follows: 

Exhibit A 


CONGRESS OF THE UNITED STATES, 
House or REPRESENTATIVES, 
INTERNATIONAL OPERATIONS SUBCOMMITTEE OF THE 
COMMITTEE ON GOVERNMENT OPERATIONS, 
Washington, D. C., May 6, 195 
The Honorable Pattie Youna, 
Chairman, United States Civil Service Commission, 
Washington, D. C. 

Dear Mr. Youna: In the course of this subcommittee’s investigation into t] 
circumstances of the employment by the Department of State of the late John C. 
Montgomery, a number of administrative failures in connection with the Depart- 
ment’s handling of his personnel records have come to light. 

This development has given rise to the question of whether the eight specific 
deficiencies the subcommittee noted in this one instance are indicative of general| 
poor administrative practices within the Department of State or whether they 
represent, as we might hope, only an isolated even though extreme case of poor 
management. 

I am aware of the work done by your Inspection Division in making periodic 
inspections of personnel activities in various Government departments in accord- 
ance with the provisions of Executive Order 9830, dated May 1, 1947, and the 
regulations pursuant to it. Inasmuch as no recent inspection of the Department 
of State’s personnel records has been made, to my knowledge, I feel this sub- 
committee would be reassured about the true state of these records if your Com- 
mission would undertake an immediate and complete audit of them. 

I am, therefore, requesting that you undertake such an audit at the earliest 
possible moment and shall be glad to supply you with information on the defi- 
ciencies our investigation disclosed on the Montgomery records so that your 
examiners may have some knowledge of the conditions which have been of grave 
concern to this subcommittee. 

Sincerely, 
Cuartes B. Brownson, 
Chairman, International Operations Subcommittee. 


Chairman Young, in a reply to the subcommittee chairman dated 
May 22, 1953, announced that inspection schedules had been adjusted 
to provide for an inspection of the Department of State beginning 
June 3, 1953. Mr. Young’s letter follows: 
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Exhibit B 


UnitEp States Crvit Service Commission, 


Washington, D. C., May 22, 1953. 
CuarLes B. Brownson, 


Chairman, International Operations Subcommittee, 
Committee on Covernment Operations, 
United States House of Re presentatives. 

DeAR Mr. Brownson: By way of replying further to your letter of May 6, I 
am glad to tell you that we shall begin inspection of the Department of State on 
June 3. We are able to make this possible by adjusting the inspection schedule 

ch is made out some months in advance. 

Within a few days Mr. Frank Barley, Chief of our Inspection Division, will 
call you for an appointment He and Miss Elizabeth Cosgrove, who will be in 
charge of the inspection, would like to receive from you or your staff any infor- 
ition you may care to give them as a result of your investigation in the Depart- 


Sincerely yours, 


Puitie Youne, Chairman. 









TRANSMITTAL TO 





LETTER 





THE 





SECRETARY 


In a letter dated September 11, 1953, John W. Macy, Jr., Executive 
Director of the Civil Service Commission, transmitted a copy of the 
Commission’s report on its inspection of the Department of State as 
requested by the subcommittee. Together with this Mr. Macy also 
enclosed a copy of his letter to Secretary John Foster Dulles which 
accompanied the transmittal of a copy of the Commission’s report 
to the Department of State. 

To Secretary Dulles Mr. Macy wrote that the report directed at- 
tention to a substantial number of areas in the personnel administra- 
tion that needed attention and noted that some of these areas were 
duplications of fields cited in previous Commission inspection reports 
as requiring correction. The letter requested from the Department a 
written report within 60 days on those matters where the Commis- 
sion’s report recommended specific action. It was explained to the 
Secretary that the report did not discuss those aspects of the Depart- 
ment’s personnel program that were found satisfactory by the inspec- 
tors in terms of the standards of the Federal Personnel Manual. In 
this connection, however, Mr. Macy pointed out that the Depart- 
ment’s performance-rating program was commendable and could be 
of assistance to other agencies. 


DIGEST OF INSPECTORS’ REPORT ! 





Scope of inspection 

Conducted by Civil Service Inspectors Frank Barley, Elizabeth 
Cosgrove, Charles E. Wager, and Frederick W. Weber during the 
period June 8 to July 31, 1953, the inspection was for the stated pur- 
poses of (1) determining compliance with ens regulations and 
instructions under authorities delegated by the Civil Service Com- 
mission, (2) giving assistance to the Department in evaluating its 
pe rsonnel program, and (3) securing from the Department comments 
on the Commission’s operations as they affect the Department. 








This Digest was prepared by the subcommittee staff. 
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The criteria employed in conducting the inspection were set forth 
in the introduction (part I) to the report in the following terms: 

In determining compliance with the Commission’s regulations, a sample of 
personnel actions was reviewed in detail. The sample was drawn, from a random 
start, in such a way as to give reasonable grounds for believing that a representa- 
tive sample had been obtained of the total personnel actions taken during the 
year June 1, 1952, through May 31, 1953. 

In the conduct of the inspection pertinent reports, directives, instruebtions and 
other records including the sample of official personnel folders were reviewed. 
The operation of the personnel program was also observed through interviews 
with 77 employees inside and outside of the Personnel Division. These employees 
included administrative officials, first-line supervisors, and nonsupervisory em- 
ployees, 

The field of coverage was limited to the 6,987 departmental em- 

5 ~ * . 
ployees on the Department of State roster as of the inspection dates 
for whom the departmental personnel maintained personnel folders. 

A summary of the findings is contained in part II of the report 
and part III sets forth the details on which the findings that are noted 
in the summary are based. The findings are summarized under two 
categories: “recommendations” and “suggestions.’”? As explained in 
the summary, proposals of the inspectors identified as recommenda- 
tions are those which fall within the Commission’s legal and regulatory 
responsibility and for that reason require action by the Department 
and a report thereof to the Commission. Proposals identified as 
“suggestions” are those which fall within areas where ultimate 
responsibility lies with the Secretary of State and which are offered 
to the Department for optional use. Suggestions are further defined 
in the report as reflecting the Commission’s thinking as to the action 
desirable from the standpoint of improving Federal personnel admin- 
istration. 

Fifteen recommendations and thirty suggestions were listed in the 
ten following areas of inspection: 


Sugges- Recom- 
| tions mendations 
supernpiennnightnmipljnmipeeteeinettagpenaliamiretsy deep enesatitieariinthety - 
1. Organization for personnel management -_--- --._- : det 3 | 0 
2. Formulating and issuing policy - | | 
3. Position classification and pay administration 2 | 
4: BRSTRAS...-4.<<0,--- oo, } 6 } 
5. Employee performance evaluation . -_._-.-- ; : | 1 
6. Employee development. 4 
7. Employee relations and services 4 l 
8. Employee recognition and incentives 2 
9. Personnel records and reporting 7 
10. Program evaluation _._. 1 
Total ae ; a : a ‘ 30 | 


Recommendations and suggestions were concentrated in the fields 
of recruitment, selection, placement, and promotion, which directly 
affect employees and the personnel records and reporting practices 
which more particularly pertain to record systems. 


PERSONNEL MANAGEMENT ORGANIZATION 


In the area of personnel management organization, reference was 
made in the report to the organizational changes that were develop- 
ing during the period of inspection. It was pointed out that the direc- 
tion of the Office of Personnel had been shifted from the Assistant 





m- 
tes 
Ts, 

ort 
ted 

[wo 

| in 

da- 
ory 
ent 

as 

Late 
red 
ned 

tion 

nin- 


the 


“om- 
lations 


e Wis 
-elop- 
direc- 
istant 


SECURITY AND PRRSONNEL PRACTICES AND PROCEDURES 29 


Secretary for Administration to the Assistant Secretary heading the 
Bureau of Security, Consular Affairs, and Personnel. In connection 
with this change, the report suggested study of problems attendant 
upon the new organizational structure, particularly with regard to 
insuring coordination at operating levels without the need of clearing 
through the Under Secretary for Administration. 

The inspectors noted that a few personnel functions had been com- 
bined to serve both foreign and departmental services but went on to 
point out that, except for these, separate staffs are provided and sepa- 
rate programs are conducted for each service. This condition was 
represented in the report as posing a question as to how much addi- 
tional integration could be accomplished in the interest of economy 
without sacrifice of efficiency. In this connection the report suggested 
that the Department be advised that the Civil Service staff is available 
for consultation and advice.” 

Another organizational suggestion, looking toward tighter per- 
sonnel administration and taking into account the fact that operating 
nits of the Department of State are scattered throughout Washing- 
ton in more than a score of separate buildings, was to have the Office 
of Personnel make more effective use of the executive and adminis- 
trative officers of these operating units who are engaged in personnel 
functions. 

POSITION CLASSIFICATION 


In the position classification and pay administration sections the 
inspectors suggested an issuance of a statement to all employees in 
classified positions informing them of their right to appeal a classi- 
fication, a right the inspectors alleged had not been made known to 
employees heretofore. 

RECRUITING PROGRAM 


In the recruiting program the inspectors found, among other things, 
that (1) although a vigorous program was initiated in the fall of 1952 
among colleges and universities, recruitment had been at a standstill 
since February 1953, with only 104 appointments having been made 
during April, May, and June; (2) about 50 junior management as- 
sistants had been selected each year but that no plans were current 
in the Department for selecting any in calendar 1953; (3) the ex- 
change program between the Foreign Service and the Department had 
stopped as of January 1953; and (4) the civil-service registers had been 
inactive since January 15, 1953. 

A finding that all eligible applicants had been notified that their 
applications would become inactive after 1 year brought from the 
inspectors a recommendation that, before applications of eligible 
veterans became inactive, the veterans were to be notified so that the 
files of only those veterans who failed to request further consideration 
would become inactive. Strengthened procedure for insuring that 
no veteran applicant could be passed over in favor of a nonveteran 
in the selection process was also recommended. 

The practice of filing applications in inactive files was the subject of 
a recommendation in the previous civil-service inspection. The 
inspectors found the practice still prevalent in the current inspection, 


? In another intermediate report, soon to be published, the subcommittee will set forth its findings on the 
general question of amalgamation of the Foreign Service and departmental personnel system, 
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improved procedure notwithstanding. <A review of the applicant 
files was recommended so that the active files would include all those 
applications falling into categories for which applicants were being 
accepted. ' 

It was found that the requirement providing for evaluation by 
supervisors of employees during their probationary period was not 
being met, and it was recommended that the Department institute 
a followup system to obtain compliance of this requirement. 

Ten personnel actions relating to the appointment, transfer, and 
promotion of employees were found by inspectors to be in violation of 
civil-service regulations. These violations include indefinite appoint- 
ments effected (1) without required specialized experience, (2) after 
authority to make such appointments had been withdrawn, (3) where 
no grade and position standards existed as required by the Whitten 
amendment, (4) without required written tests, and (5) when the 
incumbent had been reduced in force from an excepted position. 
Corrective measures in these cases were instituted by the Department. 

In several cases examined by the inspectors it was found that no 
physical examination had been administered, and other cases were 
found where physical examinations were incomplete. A suggestion 
was made to improve the maintenance of medical files. 

Other personnel file deficiencies included the following: 1 case 
where the race of the applicant was indicated, 3 instances where the 
employees’ experience and qualifications had not been substantiated 
as required; and an undisclosed number of cases where experts and 
consultants were appointed under section 15 of Public Law 600 
without receiving the required prior approval of the Commission. 


PROMOTION PROGRAM 


The inspectors found flaws in the Department’s new promotion 
policy and program statement issued in February 1953. Since con- 
sideration for filling vacancies is restricted first to employees in the 
area concerned, the inspectors believed that this policy failed to 
provide for one of the fundamental elements of a fair and effective 
program; that is, the establishment of the broadest possible area of 
consideration. From interviews with employees, the inspectors wrote 
that they were given the impression that the employees knew little 
concerning the Basedtimentte promotion program and believed that 
promotions were based upon personal contact. Inspectors were 
told, too, that operating officials were reluctant to release employees 
for promotion. 

On the basis of these inadequacies the report recommended that 
the Department review its promotion policy decisions for the: purpose 
of establishing a promotion system that will meet the standards of 
the Federal Personnel Manual. When the inspectors called the 
Department’s attention to a promotion that violated the two-grade 
promotion restriction of the Civil Service Regulations, the Depart- 
ment “‘corrected” the action by transferring the position to schedule 
A. (Schedule A appointments are those for which an examination Is 
not considered practicable and for which the Department is authorized 
to appoint without CSC qualification standards.) Although this 
action placed the two-grade promotion question outside Civil Service 
Regulations, the inspectors were at a loss to understand how it met 





en 
he 
yn. 
nt. 
ho 
ere 
ion 


ase 
the 
ted 
und 
HOU 


tion 
‘On- 
the 
| to 
tive 
a of 
rote 
ittle 
that 
were 


yees 


that 
‘pose 
is of 

the 
rrade 
part- 
edule 
ion is 
rized 

this 
vice 
{| met 


SECURITY AND PERSONNEL PRACTICES AND PROCEDURES 31 


the requirements of the Whitten amendment and referred the case 
to the Secretary for adequate corrective action. 

In another instance the inspectors were unable to determine the 
basis on which an employee was eligible for promotion to budget 
analyst, GS-9 since the required form setting forth her eligibility was 
not in the file. When this form finally was submitted, it was dis- 
closed to the inspectors that the qualifying experience which rendered 
her eligible bad been provided through her 2-year detail to the 
position, with no evidence that the detail was covered by a personnel 
action as required in the regulations. Since it is necessary to rely on 
operating officials for the reporting of position details to the Personnel 
Division, the report recommended that top-level officials and the 
Department take steps to prevent such details except under the 
provisions of the Commission’s regulatians. 


PERFORMANCE RATING SYSTEM 


The performance rating program was found to be generally ‘‘pro- 
gressive and forceful.”’ It was set forth without comment that during 
the year ending 1952 all departmental performance ratings (covering 
6,987 employees) were in either the “satisfactory” or the ‘“outstand- 
ing’ categories. There were only 19 “outstanding” ratings. A lone 
“unsatisfactory”? rating had been changed to “satisfactory” upon 
appeal. 

lt was observed in connection with the performance rating program 
that one of the difficulties was the matter of getting the ratings sub- 
mitted on time—a deficiency which the inspectors attributed to a 
common reluctance to evaluate others. Another reason advanced in 
the report for the delay was that rating officials and employees alike 
appeared not to be convinced that the ratings are considered in con- 
nection with promotions—or for any other purpose. These observa- 
tions brought a suggestion thet the Under Secretary for Administration 
bring to the attention of the Department’s top ranking officials their 
responsibility for seeing that the provisions of the Performance 
Rating Act of 1950 are met in their respective areas. 


PERSONNEL RECORDS 


No substantial fault was found in the maintenance of personnel 
records and reporting although the inspectors set forth several recom- 
mendations and suggestions ‘“‘in the spirit of helping the Department 
to more fully comply with the required systems and procedure.” It 
appeared to the inspectors that the conversion to the new type person- 
nel folder from the time-consuming and space wasteful old folder 
system has been an ultimate goal since October 1951, toward which 
little progress has been made. The opinion of the inspectors was that 
the job never will be completed without the establishment of a firm 
target date for the conversion and one was recommended. Other 
recommendations in this area related to the elimination of various 
obsolete and duplicatory forms and recordkeeping procedures. Cer- 
tam recordkeeping irregularities were noted including two instances 
where two-grade promotions had not been documented as having 


been occasioned by authorized training agreements under which salary 


> 


advances after an appropriate period of training are made a part of 
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the initial agreement with an employee at the time of recruitment, 
In several other cases the documentation required in connection with 
two-grade promotions were not in the file. One case was found 
wherein the personnel file included a record of a personnel action 
showing that the employee had been suspended on March 9, 1953, 
and later reinstated. The Service Record Division of the Commis. 
sion’s files indicated that the employee had been on annual leave during 
the period of suspension. The Service Record Division on the basid 
that for civil service record purposes an employee may not be carried 
on annual leave and at the same time be suspended advised a cancella- 
tion of the personnel suspension action. This, the inspectors recom- 
mended, (Additional information received from the State Depart- 
ment disclosed this employee had been suspended as required by law 
pending a loyalty hearing. She was puheorpenmi cleared. The De- 
partment, in harmony with a decision of the Comptroller General 
placed her on an annual leave status for the suspension period on the 
basis that her accrued annual leave, under existing regulations, would 
have to be paid to her even if she had not been cleared.) 

A review was made of the departments! self-evaluating program 
designed to scrutinize its own personnel system in the interests of 
maximum employee contribution to the mission of the Department 
of State. In an interview with the Assistant Secretary in charge of 
the Bureau of Security, Consular Affairs and Personnel he was quoted 
by the inspectors as stating that a primary responsibility of his 
office was the further study of problems attendant upon the Depart- 
ment’s endeavor to combine the 2 personnel systems, functioning 
under 2 separate statutes. In this connection it was noted that 
the Assistant Secretary had appointed a committee of three high- 
level nonpersonnel officials to study personnel organizations, policies, 
and practices. 


DEPARTMENT OF STATE’S RESPONSE TO THE INSPECTION REPORT 


In a letter to Mr. Macy dated November 19, 1953, Mr. George F, 
Wilson, Assistant Administrator, Personnel, Bureau of Security, 
Consular Affairs and Personnel, acknowledged the findings of the 
Inspection Division and attached a summary of the action which 
the Department had taken on the recommendations and suggestions. 
Exeept for the recommendation to cancel the suspension action, 
previously referred to, the State Department adopted all of the 
recommendations set forth in the inspection report. (The Depart- 
ment explained that since the law provided for the suspension of the 
employee, the notice of such suspension could not legally be cancelled 
and must remain a part of the record.) The matter is being resolved 
in correspondence separate from the inspection report. Except for 
two suggestions which were not considered pertinent to this report 
the Department either adopted or were considering the suggestions 
made by the inspectors. 
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AUTHORIZING THE EXCHANGE OF LAND BETWEEN THE 
UNITED STATES AND PUERTO RICO 


Maren 9, 1954.—Committed to the Committee of the Whole House on the 


State of the Union and ordéred to be printed 


Mr. SHarer, from the Committee on Armed Services, submitted the 
following 


REPORT 


(To accompany 8. 1548] 


The Committee on Armed Services, to whom was referred the bill 
(5. 1548) to provide for the exchange between the United States and 
the Commonwealth of Puerto Rico of certain lands and interests in 
lands in Puerto Rico, having considered the same, report favorably 
thereon with an amendment and recommend that the bill as amended 
do pass. 

The amendment is as follows: 

Strike all after the enacting clause and insert in lieu thereof, the 
following: 

TITLE | 


Sec. 101. The Secretary of the Army is authorized to convey to the Common- 
wealth of Puerto Rico, in exchange for the land identified in title IV hereof, all 
right, title, and interest of the United States in and to real estate identified in 
titles II and III and more fully described on maps and in deseripticns on file in 
the Office, Chief of Engineers, United States Army 


TITLE I] 


Sec. 201. Those lands acquired by the United States of America, without pay- 
ment of compensation, under the Treaty of Paris and set aside for military pur- 
poses by Executive order, dated June 30, 1903, identified as follows 

a) A strip of land along side of Munoz Rivera Avenue, San Juan, and east 


of Army medical building, containing four and eight-tenths acres; the site of the 
San Sebastian Guardhouse at 205 Sol Street, San Juan, containing five one 


hundredths acre; old walls around La Fortaleza containing, sixty-six one-hundredths 
acre; driveway to Insular Department Justice containing eleven one-hundredths 
acre, and all shown in detail on drawing numbered 15-02-—142, dated August 15, 
1951, entitled Fort Brooke Military Reservation 

b) Fort Mayaguez Military Reservation, com r seven al i 
hundredths acres and shown on drawing numbered 18-01—-180, dated August 17, 
1949, entitled Fort »favaguez Military Reservation. 


one- 
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TITLE Ill 


Sec. 301. Those lands acquired by the United States of America through con- 
demnation proceedings and payment of just compensation as determined thereby 
identified as follows: 

(a) Punta Las Marias Military Reservation, comprising eighty-seven 
hundredths acre, and shown on drawing numbered 18-01—150, dated Nove 
24, 1948, entitled Punta Las Marias SL and FC Site. 

(b) Punta Cangrejos (Battery Lancaster) Military Reservation, comprisin 
fifteen and eight one-hundredths acres, and shown on drawing numbered 18-0] 
114, dated November 10, 1948, entitled Battery Lancaster (No. 264) Militar 
Reservation. 

(c) Punta Maldonado Military Reservation, comprising one acre, and 
on drawing numbered 18—01-151, entitled Punta Maldonado SL and F¢ 

(d) Mata Redonda Military Reservation, comprising ninety-eight and 
seven one-hundredths acres of fee-owned land and one and ecighty-o: 
hundredths acres of roadway ecasements,. and shown on drawing nu 
18—-01—155, dated December 3, 1948, entitled Mata Redonda Gun Emplac: 
Site. 


(e) Point Lima Military Reservation, comprising one hundred thirty-fiy 
eighty-two one-hundredths acres of fee-owned land and nine acres of roa 
electric transmission line, and water pipeline easements, and shown on drawing 
numbered 18—-01-152, dated November 24, 1948, entitled Point Lima Gun FE: 
placement Site. 

(f) Camp O’Reilly Military Reservation, comprising nine hundred six and 
eightv-nine one-hundredths acres, and shown on drawing numbered 18-01-160 
entitled Camp O’Reilly Military Reservation. 

g) Tract 16 of Salinas maneuver site, comprising three hundred sixty-ni1 
ninety-eight one-hundredths acres, and shown on drawing numbered 18-0! 
dated November 1, 1948, entitled Salinas maneuver site. 


TITLE IV 


Sec. 401. The Secretary of the Army is authorized to accept from the Con 
wealth of Puerto Rico, without cost to the United States, a conveyance by thy 
Governor of Puerto Rico of the lands identified below and more fully described 
on maps and in descriptions on file in the Office, Chief of Engineers, United States 
Army: 

(a) Area numbered 1 comprising about one thousand and four hundred acer 
of rural and agricultural lands abutting along the upper one-half of the east 
boundary of the existing Salinas maneuver site and area numbered 2 comprising 
about five thousand and one hundred acres of rural and agricultural lands abutti! 
along the west and north boundaries of the reservation. These areas are s 
on drawing numbered 15-02-24, dated April 10, 1951, entitled ‘‘Expans 
Salinas Maneuver Site.” 


PURPOSE OF THE BILL 


This proposed legislation is designed to provide for the transfer to 
the Commonwealth of Puerto Rico of approximately 1,540.78 acres of 
fee-owned land and 10.81 acres of roadway, electric transmission line 
and water pipeline easements, no longer required for military use, in 
exchange for approximately 6,500 acres urgently required to expand 
the Salinas maneuver site which is owned by the United States. 


BACKGROUND OF THE BILL 


The lands owned by the United States proposed for exchange com- 
prise former harbor defense and training installations and consist o! 
12 separate parcels. Five of these were set aside from the public lands 
by the President for military use at the time Puerto Rico was ceded 
to the United States by Spain. Seven parcels were acquired there- 
after by the Federal Government. Four of the sites are within the 
city of San Juan. The lands required by the United States for mili- 
tary utilization comprise about 6,500 acres of rural and agricultural 
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lands adjacent to the Salinas maneuver site. The present value of 


his area, including the improvements thereon, has been appraised at 
820,202. The insular government is now acquiring this area with 
nds appropriated for that purpose in anticipation of this proposed 
change. The area now comprising Camp Salinas is too narrow for 
listic artillery firing and too small for battalion-size tactical field 
ieuvers and there is no other military installation in Puerto Rico 
ough to conduct this necessary training and it is essential that 
idditional 6,500 acres of land contiguous to Camp Salinas be 
ed in order to properly train Army troops in Puerto Rico. 
view of the economic implic ations of removing 6,500 acres of land 
the Puerto Rican economy, Army representatives discussed the 
ter with the Governor of Puerto Rico prior to taking any other 
nm. These discussions led to an agreement between Gov. Luis 


\fufioz-Marin, of Puerto Rico and the then Secretary of the Army, 


\Ir. Frank Pace, Jr. Under this agreement Puerto Rico agreed to 
the 6,500 acres required by the Army, resettle in other areas the 
than 150 families residing thereon, and allow the Army to use the 

ea immediately without charge. The Army agreed to sponsor legis- 

ition to authorize the transfer of certain federally owned properties 

o Puerto Rico in exchange for the 6,500 acres and to allow Puerto 

Rico to use some of the federally oeued properties without charge 

(he purpose of the proposed exe -hange of properties was to reduce the 

nomic impact of removing 6,500 acres of land from the Puerto 

Rican economy by returning to that economy certain federally owned 

lie 
Puerto Rico has carried out its part of the agreement by buying the 
500 acres required by the Army; by resettling the families residing 
>and by allowing the Army to use the area without reimburse- 
nt "Phe Army has ‘proceeded with its part of the agreement by 
mmending the enactment of legislation to authorize an exchange 
he properties involved and by allowing Puerto Rico to use some of 
ederally owned properties without monetary reimbursement 


THE AMENDMENT 


ve of the twelve parcels proposed for conveyance to Puerto Rico 
in the ownership of the Federal Government pursuant to the Treaty 
of Paris. These were, of course, acquired at no cost and today — 
ie, for the most part, only as historical sites. In view of this fac 
hey are not susceptible of evaluation in the normal fashion and healt 
therefore, be removed from the category of evaluable realty and 
conveyed to Puerto Rico without any intimated money relationship 
to the property proposed for conveyanee to the Federal Government 
Puerto Rico. It should be understood that the amendment in 
no way affects the substance of the bill and is designed only to make 
omparable the respective values of the mutual conveyances 


FISCAL EFFECT 


The enactment of this bill into law will not involve the expenditure 
of any Federal funds. The value of the property to be conveyed by 
the United States to Puerto Rico and the value of the property to be 
conveyed by Puerto Rico to the United States are, after excluding 
the Treaty of Paris properties as explained above, virtually equal 
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DEPARTMENTAL DATA 


S. 1548 is a part of the Department of Defense legislative program 
and has been approved by the Bureau of the Budget as is evidenced 
by the letters dated January 5, 1953, and April 9, 1953, from Roger 
Kent, General Counsel, Department of Defense, which are attached 
hereto and made a part of this report. 


ASSISTANT SECRETARY OF DEFENSE, 
Washington 25, D. C., January 5, 1953 
Hon. Joserpn W. Martin, Jr., 
Speake of the House of Re prese ntatives. 

DeaR Mr. SpeakeErR: There is forwarded herewith a draft of legislation to 
provide for the exchange between the United States and the Commonwealth of 
-uerto Rico of certain lands and interests in lands in Puerto Rico. 

This proposal is a part of the Department of Defense legislative program for 
1953 and the Bureau of the Budget has advised that there is no objection to 
the presentation of this proposal for the consideration of the Congress. The 
Department of Defense recommends that it be enacted by the Congress 


1 
} 
I 


PURPOSE OF THE LEGISLATION 


This proposed legislation is designed to provide for the transfer to the Common- 
wealth of Puerto Rico of approximately 1,540.78 acres of fee-owned land and 10.81 
acres of roadway, electric transmission line and water pipeline easements, no 
longer required for military use, in exchange for approximately 6,500 acres urgently 
required to expand the Salinas maneuver site which is owned by the United States, 
This addition will increase the maneuver site to an area comprising approximately 
13,000 acres 

The lands owned by the United States proposed for exchange comprise former 
harbor defense and training installations and consist of 12 separate parcels. Five 
of these were set aside from the public lands by the President for military use at 
the time Puerto Rico was ceded to the United States by Spain. Seven parcels 
were acquired thereafter at a cost of about $355,000. Four of the sites are within 
the city of San Juan and have now become very valuable business-district property, 
accounting for one-third of the current value of the 12 parcels. The present 
appraised value of the 12 parcels is $1,561,399.45. 

The lands required by the United States for military utilization comprise about 
6,500 acres of rural and agricultural lands adjacent to the Salinas maneuver site. 
The present value of this area, including the improvements thereon, has been 
appraised at $820,202. The insular government is now acquiring this area with 


funds appropriated for that purpose in anticipation of this proposed exchange. 
DEPARTMENT OF DEFENSE ACTION AGENCY 


The Department of the Army has been designated as the representative of the 
Department of Defense for this legislation. 
Sincerely vours, 
Rocer Kent, General Counsel 


OFFICE OF THE SECRETARY OF DEFENSE, 
Wash ington a. a2. 65.2 April 9, 1958 


Hon. Dewey SHORT, 
Chairman, Commattee on Armed Services, 
House of Representatives. 


Dear Mr. CuairnMAN: On January 5, 1953, the Department of Defense sub- 
mitted to the Speaker of the House of Representatives a proposed draft of legis- 
lation, to provide for the exchange between the United States and the Common- 
wealth of Puerto Rico of certain lands and interests in lands in Puerto Rico. This 
proposal was introduced in the House of Representatives by Congressman Shafer, 
numbered H. R. 2811, and referred to the Armed Services Committee, 

I am authorized to advise you that the Department of Defense reaffirms its 
request that this legislation be enacted and that the Bureau of the Budget has 
no objection to the Department presenting this proposal for the consideration of 
the Congress. 

Sincerely vours, 
Rocer Kent, General Counsel. 
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QUIETING TITLE TO CERTAIN REAL PROPERTY IN THE 
STATE OF WASHINGTON 


Marcu 9, 1954.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 


Mr. SHarer, from the Committee on Armed Services, submitted 
the following 


REPORT 


[To accompany S. 1827] 


The Committee on Armed Services, to whom was referred the bill 
S. 1827) to authorize the Secretary of the Army to disclaim any 
interest of the United States in and to certain property located in the 
State of Washington, having considered the same, report favorably 
thereon without amendment and recommend that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of this measure is to effect the release of all right, 
title, and interest or demand of the United States in or to the lands 
described in S. 1827 and to release, remise, and quitclaim such right, 
title, and interest to the persons who are successors in interest of the 
city of Seattle and King County, Wash., with respect to such lands. 


FACTUAL BACKGROUND 


On August 19, 1899, King County, State of Washington, conveyed 
to the United States fee-simple title to approximately 38.6 acres of 
land in Seattle, Wash., required in connection with the development of 
the Lake Washington ship canal, an authorized navigation improve- 
ment project. In 1907 the city of Seattle appropriated the land de- 
scribed in S. 1827 for the extension of Ewing Street, since renamed 
West Canal Street. The land adjoins but is wholly north of the land 
acquired by the Government and was acquired by the city of Seattle 
from private individuals. However, it has never been developed for 
public street purposes, and, in 1950, the owners of vested rights in 
the abutting property were successful in an action which they took to 
secure the vacation of the proposed.street. 

42006 
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LEGAL BACKGROUND 


Section 35.47.04 of the Revised Code of Washington provides: 

If any street or alley in any city or town is vacated by the city or town co 
the property within the limits so vacated shall belong to the abutting prop: 
owners, one-half to each 

Relying on the statute, the Washington Title Insurance Co., when 
asked to insure the title to the properties involved, advised the prop- 
erty owners “to procure appropriate and sufficient disclaimer by the 
United States.”” The Washington Bureau of Statistics, a privately 
owned and operated unincorporated public relations agency in Seattle 
retained by the property owners to advise them and to clear the titles, 
asserts that the courts have held that such provisions of the general 
statutes apply only in case the proprietors on each side of the street 
contributed to the dedication. The bureau made application on behalf 
of the owners for a disclaimer by the Secretary of the Army of any 
interest in the property in the vacated street. However, the Secret 
does not have the requisite authority to grant the disclaimer. 

The committee was informed that the Department of the Army 
has not made an exhaustive study of court decisions interpreting 
statutory provisions such as that involved in this case, and that in the 
absence of such a study it cannot state categorically that the Govern- 
ment has no title interest in the street property. However, the prop- 
erty interest of the United States, if any, in the vacated street is not 
required in connection with the use and operation of the Lake Wash- 
ington ship canal and its release will not adversely affect operation of 
the ship-canal project. 

FISCAL DATA 


The enactment into law of this measure will not involve the ex- 
penditure of any Federal funds. 


DEPARTMENTAL DATA 


The Department of the Army, for the Department of Defense, has 
no objection to this measure as is evidenced by the letter dated Sep- 
tember 8, 1953, from Robert T. Stevens, Secretary of the Army, 
which is attached hereto and made a part of this report: 


Tue D5PARTMENT OF THE ARMY, 
Washington, D. C., September 8, 19 
Hon. LEVERETT SALTONSTALL, 
Chairman, Committee on Armed Services, 
United States Senate. 


Dear Mr. CHArrRMAN: Reference is made to your request for the views of t 
Department of Defense with respect to 8S. 1827, 83d Congress, a bill to quiet title 
and possession with respect to certain real property in the State of Washingto! 

The Department of the Army has considered the above-mentioned bill and has 
no objection to its enactment. 

The purpose of this measure is to effect the release of all right, title, and interest 
or demand of the United States in or to the lands therein described and to release, 
remise, and quitclaim such right, title, and interest to the persons who are suc- 
cessors in interest of the city of Seattle and King County, Wash., with respect to 
such lands. 

On August 19, 1899, King County, State of Washington, conveyed to the United 
States fee simple title to approximately 38.6 acres of land in Seattle, Wash., 
required in connection with the development of the Lake Washington ship canal, 
an authorized navigation improvement project. In 1907 the city of Seattle 
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ippropriated the land described in S. 1827 for the extension of Ewing Street 
e renamed West Canal Street. The land adjoins but is wholly north of the 
ind acquired by the Government and was acquired by the city of Seattle from 
vate individuals. However, it has never been developed for public street 
ses, and, in 1950, the owners of vested rights in the abutting property were 
ecessful in an action which they took to secure the vacation of the proposed 





, Section 35.47.04 of the Revised Code of Washington provides: 
Hen “If any street or alley in any city or town is vacated by the city or town council, 
rop- the property within the limits so vacated shall belong to the abutting property 
the wners, one-half to each.” 
a While the courts have held that these provisions of the general statutes apply 
- 0 nivy in ease the proprietors on each side of the street contributed to the dedica- 
tule the Washington Title Insurance Co. considers that a disclaimer by the 
ties, ted States is necessary in order to remove any cloud on the title to the va- 
eral 7 ited street acquired by the abutting owners. The Secretary of the Army does 
reat F not have the requisite authority to grant the disclaimer. The property interest 
w if m of the United States, if any, in the vacated street is not required in connection 
Heal th the use and operation of the Lake Washington ship canal 
any ;. \lthough 8. 1827 in its present form is considered adequate to accomplish its 
tarv | purpose, it is customary in legislation relating to the disposition of property 
; the United States to authorize a designated official of the United States Gov- 
; ment to execute a deed or other appropriate instrument which can be readily 
ny recorded among the land records of the county in which the property is located. 
ting | Since the purpose of 8. 1827 is to clear the title to the property described therein, 
1 the » it is suggested that the bill be amended to authorize the Secretary of the Army 
ern- to disclaim any and all right, title, lien, or interest of the United States in and 
to the property described in the bill. 
rOp- Enactment of the proposed bill will not involve the expenditure of any Federal 
s not ; funds 
ash- § The Bureau of the Budget advises that there is no objection to the submission 
yn of if this report. 
: Sincerely yours, 
s {0BERT T. STEVENS, 
7 Secretary of the Army 
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INTERNAL REVENUE CODE OF 1954 


Marcu 9, 1954.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 


Mr. Reep of New York, from the Committee on Ways and Means, 
submitted the following 


REPORT 
[To accompany H. R. 8300] 


The Committee on Ways and Means, to whom was referred the 
bill (H. R. 8300) to revise the internal revenue laws of the United 
States, having considered the same, report favorably thereon without 
amendment and recommend that the bill do pass. 


I. GENERAL STATEMENT 


Your committee has undertaken the first comprehensive revision 
of the internal-revenue laws since before the turn of the century and 
the enactment of the income tax. This revision includes a rearrange- 
ment of the provisions to place them in more logical sequence, the 
deletion of obsolete material, and an attempt to express the internal- 
revenue laws in a more understandable manner. Cress-reference 
tables between the new and old section numbers appear as an appendix 
to the bill itself. 

In addition to the rearrangement, however, your committee has 
made many substantive changes in the code. In general, the pur- 
pose of these changes has been to remove inequities, to end harass- 
ment of the taxpayer and to reduce tax barriers to future expansion 
of production and employment. 

lhe restrictive effects of the present tax law on economic growth 
ave been obscured and somewhat offset during the past decade by 
the inflationary pressures of the war and postwar periods. It is now 
apparent that prompt adoption of this new tax law is especially 
timely in order to create an environment in which normal incentives 
can operate to maintain normal econemic growth. 

This bill is a long overdue reform measure which is vitally necessary 
regardless of the momentary economic conditions and should not be 
confused with other measures which may be, or might become, ap- 
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ropriate in the light of a particular short-run situation. The bill 
ca been developed through extensive and lengthy study of ways and 
means of removing tax inequities and tax restraints. Its passage 
will lead to increased employment and a higher standard of living. 

It should be pointed out that slightly over half of the revenue loss 
in the fiscal year 1955, which is expected to result from the provisions 
of this bill, represents amounts which will be available to individuals 
and not corporations. Section II indicates that $778 million out of a 
total revenue loss of $1.4 billion will go to individuals. This is without 
taking into consideration the fact that this bill continues the present 
level of the corporate rate for 1 more year. This continuation of 
the present corporate rate is expected to produce approximately $1.2 
billion in revenue for the Government in the fiscal year 1955. This 
almost offsets the entire revenue loss otherwise resulting from this bill. 

It should also be recognized that this bill is only one feature of your 
committee’s tax program for 1954. The Congress has already 
allowed an individual income tax reduction of approximately 10 per- 
cent to go into effect as of the first of this year. This represents a 
saving to individuals of over $3 billion a year which will largely be 
available for consumption expenditures. Your committee has also 
reported out a bill reducing excise taxes by approximately $1 billion 
on a full-year basis. This also in large measure represents additional 
funds available for consumer spending. 

The bill contains many provisions which are important to the growth 
and survival of small business. These include more adequate de- 
preciation, a more realistic policy with respect to retained earnings, 
more liberal provision for research and development expenditures, a 
stimulus to equity financing through dividend relief, recognition of 
business practices for tax accounting purposes, and simplified pro- 
cedures for partnerships and corporate reorganizations. 


Il. Revenve Errecrs 


The effects of the committee’s bill on the revenue in the fiscal year 
1955 are shown in the table below. Reductions going to individual 
taxpayers amount to $778 million; those to corporations amount to 
$619 million. However, the corporate reductions are more than 
offset by the increased revenue of $1.2 billion arising from the exten- 
sion of the present 52 percent corporation income tax rate for 1 year 
to April 1, 1955. As a result there is a net gain from the provisions 
affecting corporations of $581 million and a net loss from the entire 
bill of $197 million. 

The revenue losses in the bili fall into two main categories: (1) 
permanent losses and (2) temporary losses which occur because of 
shifts in the timing of deductions, but with no long-run loss in rev- 
enue except as tax rates may change over the intervening period. 
However, some of the permanent losses and some of the temporary 
losses may reasonably be expected to stimulate production and the 
national income and hence lead to indirect gains in revenue more or 
less offsetting such losses. 

Most of the changes in individual income taxation involve net 
losses in revenue. The new provisions concerning dependents, medi- 
cal expenses, child care, heads of families, retirement income, and 
annuities involve permanent losses in revenue. They are necessary 
to remove inequities. 
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Most of the changes in corporation-income taxation involve shifts 
in the timing of deductions. The allowance of more rapid deprecia- 
tion, for example, makes no change in the total amount of depreciation 
over the life of a building or machine. Also, the new rules on tax 
accounting will not change total taxable income over the years; they 
simply bring tax accounting in line with business accounting. The 
extension of the loss carryback to 2 years will primarily serve to give 
immediate tax adjustments for losses which would otherwise be ab- 
sorbed in the subsequent 5 years. 


Effect on receipts, fiscal year 1955, of measures contained in your committee's bill 


{Millions of dollars} 


Loss } Gain 


INDIVIDUALS: 
Jrems HAVING PERMANENT EFFECT: 


Full split income for head of family __.- ae: 5O | 
Dividends received exclusion and credit * oe nee 240 


‘Taxation of annuities on life expectancy __- foie d 0 
Deduction for certain dependents regardless of earnings*_.- 75 
Dependent deduction for member of taxpayer’s household who meets sup 


port test_. ‘ dp safer ee ‘ ‘ 10 
Retirement income credit a 125 
Deduction of interest charges in installment contracts. ..._.—_. j da 10 
Medical expense deduction__.... a a ad sO 
Child care deduction Sheehadaathinwsceisabbaladiencnstouwe igen i) 
Personal exemption for trusts ___- sasebbeeanncadees bake } 3 


Premium test on life insurance 5 25 
Increase in charitable contribution limitation from 20 percent to 30 percent 


Subtotal a 
Items Warich MERELY Suirt DepuctionN oR INcOME BETWEEN TAXABLE 
YEARS 
Soil and water conservation expenditures* - . __ ES 
SII chichencri cuaritncmmannans Aone linc taiad atinsaliinenitiadientacenteaiiaiiel TF lhesesasetian 
illic hatin ih clei cubic whiimatinaleeaaigah biodanandmalenaubacdes 5 
Combined effect for individuals. ...........-. as 778 | 
CORPORATIONS: | 
Irems HAVING Direct REVENUE EFFECT: } 
Natural resources ! EEE 
Treatment of income from foreign sources !._......- ssicuddes bine 147 
SIE ie Declared nctncse on nbtath muslanina natal mmuaeelieanien 174 
Irems Wuich MERELY Swirt DEDUCTIONS OR INCOME BETWEEN TAXABLE 
YEARS: 
Depreciation*_.___. lieing al dnc Atha li i ing ticle ia | a 
Net operating loss deduction® !__......_- ; — - Te bevocasnnnn 
Accounting provisions !_.............-...--.. ines . aaa ‘ ‘ 45 | 
I ie Gin ke se teeta rn Sen oe pre  we dani atic nc eccueandgeeee 445 2 
619 ‘ 
sh, ee 
ee 581 
} gs Se 





* Items with substantial incentive effects. 
1A small part of this estimate applies to individuals, but this cannot be clearly segregated. 


_ Several of the changes which appear to involve “permanent’’ 
income losses will stimulate production and the national income and 
thereby expand the tax base both immediately and in the long run. 
"he change in the tax treatment of depreciation, the exclusion and 
tax credit for dividends received, and the deduction for soil- and water- 
conservation expenses are conspicuous examples of tax changes which 
will expand the tax base. Their apparent effects on the revenue give 











4 INTERNAL REVENUE CODE OF 1954 


an incomplete indication of their real or ultimate net effect. No 
specific estimates are made of the extent or timing of the expansion in 
the revenue base from these changes, but your committee believes 
that they will substantially expand the revenue base both immediately 
and in the long run. An effect of the dividends exclusion and credit, 
for example, will be to shift corporate financing away from debt issues 
towards equity issues. Eventually this will more than offset the loss 
presently anticipated from the new dividends provisions. Interest 
payments on debt are fully deductible to the corporation and in this 
manner reduce corporate income tax liabilities. On the other hand, 
the new dividends provisions offset only a part of the corporate tax. 
Thus, any shift from debt to equity financing resulting from the bill 
will eventually result in a revenue gain despite the temporary loss 
from the new dividend provisions. 

The changes affecting depreciation and the double taxation of divi- 
dends are the two most important changes made to reduce tax barriers 
to production and employment and are in fact necessary to maintain 
as well as to increase the revenue base. 

Of the losses shown in the table the following will have favorable 
incentive effects which will indirectly increase revenue by encouraging 
production and employment and thereby expanding the tax base: 


PID, ccudbasivncpases reveisedionrberssebtideatbens>tnneduatpparns olbhdtainidintunhdhdiss 375 
Soil and water conservation expenditures. ...........-.. id 

Dividends received by individuals.............-------- 
Deduction for certain dependents regardless of earnings 2 
DIGS CATRIREE TOUR. GOGUCEIER.... cen cnenednnesencncastspctnereesenvecessessecedaunceccususeucesees 100 






Nore.—Many other provisions in the bill which do not involve an important revenue loss at the present 
time are also expected to stimulate production and employment. ‘These include such provisions as the new 
treatment for research and development expenditures and the more liberal capital gains treatment provided 
for inventors. 

In addition to the items listed in the table many of the other changes 
in the law will produce negligible increases or decreases in the revenue, 
It has not been possible to make precise estimates of the amounts 
involved because of uncertainty as to the number of situations affected. 
Some of the many changes made to close loopholes may result in 
appreciable but indeterminant revenue increase over the years. On 
balance, the total of the changes for which no specific revenue effect is 
given is as likely to result in a net gain as in a net loss of revenue. 


III. Tax on INDIVIDUALS AND CORPORATIONS 


A. Combination of normal tax and surtax (sec. 1) 

Under present law the individual income tax rate structure consists 
of a 3 percent normal tax and a graduated surtax. 

Since the definition of income subject to the normal tax and the 
surtax is the same for the vast majority of taxpayers, your committee 
believes that the retention of the separate normal tax and surtax 
represents an unnecessary complication. 

Accordingly, the normal tax and surtax rates have been combined 
into a single rate schedule. This simplification is made possible by 
providing a credit against tax (in a subsequent provision) equal to 
3 percent of the interest received on Federal overnment bonds, 
exempt from the normal tax but subject to the surtax. 


B. Head of family (sec. 2) 
Under present law, half the benefits of income splitting are extended 
to persons who qualify as “heads of households.” The term “head 
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of household” is defined as a single individual who maintains in his 
home a child, grandchild, or any person whom he claims as a dependent. 

Your committee believes that the present provision is unfair in 
that it denies full income splitting to widows and widowers with small 
children who prior to the death of their spouses had this tax advantage. 
Moreover, the fact that a dependent may not be able, or willing, to 
live in the home of the taxpayer may increase, rather than decrease 
the expenses of the taxpayer. On the other hand, the present provision 
grants head of household status on account of children orgrandchildren 
whom the taxpayer does not actually support. 

Under this bill a “head of family” is entitled to full income splitting 
benefits. This not only removes the hardship described above but 
also makes it possible te do away with the separate rate sehedule 
required by present law for heads of households. Also, under the 
bill the dependent giving the taxpayer head of family status no longer 
must live in his household. On the other hand, the taxpayer will 
have to actuaNy support the dependent giving him “head ef family” 
status, and the classes of dependents.which may make the taxpayer 
eligible for this status are limited to his son, daughter, father, mother, 
brother, or sister. However, the taxpayer’s stepson, stepdaughter, 
mother-in-law, and father-in-law also may give him this status but 
only if his spouse has died (and they were not legally separated at that 
time and he has not remarried since then). If a taxpayer’s spouse 
is not dead, he may be classified as a head of family only if they are 
legally separated under a decree of divoree or separate maintenance. 

[t is estimated that the changes made in this provision will decrease 
revenues by $50 million in the fiscal year 1955. 


('. Corporate income-taz rate (sec. 11) 


Under present law the corporate normal tax as of April 1, 1954, 
automatically decreases from 30 to 25 percent. ‘Thus, the present 
52-percent maximum corporate rate as of this date reverts to 47 
percent. 

Your committee’s bill extends the present 52-percent rate (30- 
pereent normal tax rate) for 1 year. Thus, the April 1, 1954, reduction 
scheduled by present law, under your committee’s bill will oecur on 
April 1, 1955. 

While your committee is reluctant to continue the present abnor- 
mally high tax on corporate income, it believes that the present 
budgetary situation requires a l-year extension of the 52-percent rate. 

The continuation of the present corporate rate is expected to save 
approximately $1.2 billion in revenue for the Government in the fiscal 
year 1955. 


IV. Crepirs Acatnst Tax 


A. Dividends received by individuals (sees. 34 and 116) 

Under present law the earnings of a corporation are taxed twice, 
once as corporate income and again as individual income when paid 
out as dividends to shareholders. This is due to the fact that divi- 
dends unlike wages or interest do not constitute a deduction to the 
corporation. 

This results in a higher tax burden on distributed corporate earnings 
than on other forms of income. In addition, this has contributed to 
the impairment of investment incentives. Capital which otherwise 
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would be invested in stocks is driven into channels which involve less 
risk in order to escape the penalty of double taxation. This has 
restricted the ability of companies to raise equity capital through stock 
issues and has forced them to rely more heavily on borrowed money 
than is desirable either for the economy or for the firm. This is 
evidenced by the fact that debt financing has accounted for a high 
proportion of the total new financing. The penalty on equity financ- 
ing has been especially harmful to small business which cannot 
easily borrow funds and must rely on equity capital for growth and 
survival. 

Your committee has reduced double taxation of corporate dividends 
by adopting two related provisions: One (sec. 116) affords complete 
relief from the double tax on small amounts of dividend income. 
Under the bill an individual may exclude from his gross income up to 
$50 of dividend income received from a domestic corporation during 
a taxable year ending after July 31, 1954, and before August 1, 1955. 
In subsequent taxable years he may exclude up to $100 of the dividend 
income he receives. These exclusions are granted for each individual 
filing a tax return which means that a husband and wife filing a joint 
return will have two exclusions where each is a dividend recipient. 

In addition, the other provision (sec. 34) provides relief by making 
available a dividend-received credit for part of the corporate tax paid 
on the dividends in excess of the amount excluded. This is a credit 
against tax equal to 5 percent of dividend income above the exclusion 
received after July 31, 1954, and before August 1, 1955, and 10 percent 
of dividend income above the exclusion received after July 31, 1955. 

The amount of the credit is limited to 2 percent of taxable income 
in 1954, 7 percent in 1955 and 10 percent in subsequent years. ‘This 
limitation is imposed in order to restrict the credit to the amount of 
dividend income which actually enters into the tax base. The use 
of 2 percent and 7 percent for 1954 and 1955 removes the necessity of 
prorating income in the 2 years. 

The August 1 date for the credit was selected in order to minimize 
the likelihood that corporations will change the dates of dividend 
payments in the year in which the credit is introduced or increased. 

The relief offered by the dividend-received credit is limited to sit- 
uations in which double taxation actually occurs. Accordingly, the 
dividend-received credit is not allowed with respect to dividends paid 
by foreign corporations or tax-exempt domestic corporations, ‘Thus, it 
does not apply to dividends of exempt farm cooperatives or to dis- 
tributions which have been allowed as a deduction (in effect treated 
as interest) to a mutual savings bank, cooperative bank, or building 
and loan association. Moreover, the dividend-received credit is not 
available to nonresident alien individuals not subject to the regular 
individual income tax. 

Special rules are provided for the application of the dividend- 
received credit where the dividend is received in securities or in prop- 
erty other than money and in the case of dividends received from a 
regulated investment company having substantial interest income, the 
credit is to be computed only on the amount of the distribution 
designated by the company as arising from dividends. 

The proposed dividend exclusion and credit confers partial relief 
for double taxation in the most administratively feasible manner. 
Moreover, the method of adjustment adopted by your committee 
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affords greater relief for the low-income investor than for those at 
higher income levels. The percentage reduction of tax under the 
combined dividend exclusion and credit is greatest in the lowest 
bracket and declines progressively as the income level rises. For 
example, in the case of a married couple filing a joint return, the 
10-percent credit alone will reduce existing tax liabilities on dividend 
income in the $4,000 first bracket (subject to a 20-percent rate) by 50 
percent; on dividend income in the $12,000-$16,000 bracket (subject 
to a 30-percent rate) by 33 percent; and on dividend income in the 
$32,000-$36,000 bracket (subject to a 50-percent rate) by 20 percent. 
At very high income levels, the percentage reduction in tax on dividend 
income will be about 11 percent. 

The combination of a dividend exclusion and a credit for dividends 
received was adopted by your committee in preference to various 
other methods which have been proposed to relieve the existing double 
taxation of dividend income. A credit to corporations for dividends 
paid would be unsatisfactory because it would in effect make the 
remaining corporation income tax an undistributed profits tax, or a 
tax on retained earnings which are the principal source ef equity 
capital for established companies. Also, because a large amount of 
dividends go to tax-exempt organizations, a dividend paid credit for 
corporations would completely relieve this segment of income from 
all taxes. 

The method of relief from double taxation selected by your commit- 
tee is a modification of the dividends received credit adopted in Canada 
in 1949. However, the present Canadian credit is 20 percent instead 
of the 10 percent provided in this bill. Moreover, limiting the credit 
to the amount of taxable income, when it is less than the amount of 
dividends, is a restriction not imposed under the Canadian system. 
On the other hand, the dividend exclusion provided by your commit- 
tee’s bill is more liberal than the Canadian method for persons 
receiving small amounts of dividend income 

In effect, the 5-percent or 10-percent credit, restricted as it is under 
this bill, exempts dividend income frem 5 percent to 10 percent of 
the tax rate applicable to an individual’s income. In this country, 
prior to the middle 1930’s, dividends were exempt from the normal 
individual income tax, which was generally the first bracket rate. 
This gave recognition to the fact that the inc»me from which they 
were paid had already been taxed at the corporate level. Your 
committee, however, has not considered it appropriate to give a 
credit equal to the entire 20-percent first bracket rate. 

Another suggestion has been to give the dividend recipient a 
deduction in computing taxable income for some specified percentage 
of dividends received instead of the credit against tax. However, 
your committee has rejected this proposal because it gives higher 
proportionate tax relief to stockholders in the upper income brackets. 

It is estimated that the dividend-exclusion and dividend-received 
credit provided by your committee’s bill will reduce revenues by $240 
million in the fiscal year 1955. 


B. Retirement income credit (sec. 38) 


Under existing law benefits payable under the social-security 
program and certain other retirement programs of the Federal Gov- 
ernment are exempt from income tax. Your committee believes that 
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the tax-exempt status of such benefits discriminates against persons 
receiving retirement pensions under other publicly administered 
programs, such as teachers, as well as against persons who receive 
industrial pensions or who provide independently for their old age. 
Your committee has sought to adjust this differential tax treatment 
by extending a limited exemption, by means of a tax credit, to all 
forms of retirement income. In a number of respects, the exemption 
provision parallels the provisions applicable to benefits paid under 
the social-security program. 

Under the bill, an individual who is 65 years of age is granted 
a credit against his tax liability equivalent to the tax, at the first 
bracket rate, on the amount of his retirement income up to $1,200. 
Retirement income is defined to include pensions and annuities, 
interest, rents, and dividends. Since some types of retirement pen- 
sions are already excluded from gross income an adjustment is made 
to avoid duplication. The amount of retirement income up to $1,200 
which an individual receives is to be reduced, for purposes of computing 
the credit, by any social security, railroad retirement, military 
retirement pension, or other retirement pension which is excluded 
from gross income. Military disability pensions or workmen’s com- 
pensation payments, however, do not serve to reduce retirement 
income. 

Since the benefit of the credit is intended for retired individuals, 
the bill employs substantially the same test of retirement as that 
adopted for social-security purposes. An individual would be per- 
mitted to earn up to $900 a year as an employee or in self-employment 
without affecting the amount. of the retirement credit. However, 
earnings in excess of $900 reduce, dollar for dollar, the amount of 
retirement income on which the credit is based. If an individual's 
earnings equal $2,100, he would get no tax credit for any retirement 
income. 

The bill also adopts a work-qualifying test similar to one used 
for social-security purposes to determine whether an income recipient 
above the age of 65, who is not deriving earned income, is a person 
who was actually engaged in gainful employment prior to age 65. 
Thus, to qualify for the credit an individual must have derived 
earnings of at least $600 a year in each of any 10 years prior to the 
taxable year. A widow whose spouse would qualify under this require- 
ment is herself qualified. Where a husband and wife meet this 
requirement, each can qualify for the retirement credit. 

ncome which qualifies for the retirement credit may also be the 
basis for other credits. Income from certain Government bonds, for 
example, would entitle a taxpayer to a partially tax-exempt interest 
credit as well as to a retirement-income credit. Hence, provision is 
made to avoid tax refunds by virtue of such double credit. The 
retirement credit may not exceed the tax computed after deducting 
any credit allowed under sections 33, 34, and 35, relating respectively 
to credits on account of foreign taxes, dividends received by indi- 
viduals, and partially tax-exempt interest. 

It is estimated that this provision will reduce revenues by $125 
million in the fiscal year 1955. 
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V. DepuctTions IN ARRIVING AT Apsgustep Gross INcoME 


A. Transportation expenses (sec. 62 (2) (€)) 


At present, business transportation expenses can be deducted by 
an employee in arriving at adjusted gross income only if they are 
reimbursed by the employer or if they are incurred while he was 
away from home overnight. Business transportation expenses not 
falling in these categories presently cannot be deducted. unless the 
employee is willing to forego the use of the standard deduction 
and itemize all of his deductions. 

Because these expenses, when incurred, usually are substantial, 
it appears desirable to treat employees in this respect. like self- 
employed persons. For this reason your committee’s bill permits 
employees to deduct business transportation expenses in arriving at 
adjusted gross income even though the expenses are not incurred in 
travel away from home or not reimbursed by the employer. Thus, 
employees will be able to deduct business transportation expenses 
and still use the standard deduction. The business transpertation 
expenses which are deductible under this provision of your committee’s 
bill include only expenses for actual travel, such as payments to others 
for transportation or, if the individual’s own car is used, the cost of 
gasoline, oil, auto repairs, and depreciation. 

The new transportation deduction is not available for commuting 
expenses between home and the place of employment since these are 
not business expenses. 


B. Business expenses of outside salesmen (sec. 62 (2) (D)) 

As in the case of the transportation expenses described above, 
business expenses of an “outside salesman” who is an employee 
presently may be deducted in arriving at adjusted gross income only 
if they are reimbursed or incurred while he is away from home 
overnight. 

If these salesmen were independent contractors they would be 
permitted to take business expense deductions in computing adjusted 
gross income and still use the standard deduction. Moreover, the 
business expenses incurred by outside salesmen usually are substantial 
relative to their incomes. 

This bill treats outside salesmen in effect like self-employed persons 
with respect to these expenses, permitting their deduction of expenses 
in arriving at adjusted gross income even though the salesmen use 
the standard deduction. These deductions include expenditures for 
meals, split commissions paid on subcontracts, ete. An “outside 
salesman” is defined as an employee engaged principally in the solici- 
tation of business for his employer at places other than the employer’s 
place of business. 


VI. Specrat INcitusions In Gross Incomp 


A. Alimony and separate maintenance payments (sec. 71) 

Present law taxes to a recipient, and allows the payor a deduction, 
for periodic alimony or separate maintenance payments if the pay- 
ments are a legal obligation imposed by a court decree or by a written 
agreement incident to a decree, 
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The attention of your committee has been called to the fact that 
the present treatment discriminates against husbands and wives 
who have separated although not under a court decree. 

Your committee’s bill extends the tax treatment described above 
to periodic payments made by a husband to his wife under a written 
separation agreement even though they are not separated under a 
court decree if they are living apart and have not filed a joint return 
for the taxable year. 


B. Annuities (sec. 72) 


The so-called 3 percent rule under present law taxes an annuitant 
on the annuity payments he receives to the extent of 3 percent of 
the amount he paid for the annuity. Any payments he receives above 
this amount are considered to be the return of his capital and are 
excluded from tax until the cumulative amount excluded equals the 
amount he paid for the annuity. Thereafter, the annuity payments 
received are taxable in full. 

This present rule is objectionable because it is erratic. Where the 
amount paid for the annuity represents a large proportion of its value 
at the time payments begin, the present rule does not return to the 
annuitant on a tax-free basis the amount he paid for the annuity during 
his lifetime. On the other hand, where the amount the annuitant 
paid for the annuity represents a small proportion of its value at the 
time payments begin, the exclusion is used up rapidly. In such cases 
the annuitant finds that after being retired for a few years and becom- 
ing accustomed to living on a certain amount of income after tax, he 
suddenly has to make a sizable downward adjustment in his living 
standard because, when his exclusion is used up, the annuity income 
becomes fully taxable. 

Your committee has adopted a provision which spreads the tax-free 
portion of the annuity income evenly over the annuitant’s lifetime. 
In the usual case the exclusion will equal the amount the annuitant 
paid for the annuity, divided by his life expectancy at the time the 
payments begin. ‘This exclusion is to remain the same even though he 
outlives this life expectancy. Under this rule the company providing 
the annuity will be able to supply the annuitant with a statement indi- 
cating that for the rest of his life a stated amount of his annuity income 
will be excluded annually from his income subject to tax. 

So employees will not have to make computations where small 
amounts of exclusions are involved, an individual receiving a pension 
financed in part by contributions from his employer will not be taxed 
under the life expectancy method if the amounts payable under the 
annuity in the first 3 years equal, or exceed, his cost for the annuity. 
Such individuals are to exclude all annuity payments until they have 
recovered their capital tax free; thereafter, all annuity payments wil 
be taxable in full except, of course, for the retirement income credit 
which may exempt as much as $1,200 of this income each year. 

Any refund paid to a beneficiary at the death of an annuitant is 
to be exempt from tax. However, to avoid granting a double exclu- 
sion, the annuitant’s cost (to be spread tax-free over his expected 
life) is to be reduced by the refund anticipated computed in accord- 
ance with his life expectancy. 

In the case of —_ and survivor annuities, the cost of the annuity, 
in determining the annual exclusion, is to be spread over the cot- 
bined life expectancy of the annuitants. 
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The life expectances of those already receiving annuity payments 
will be determined as of January 1, 1954, and the cost, or considera- 
tion, to be recovered tax-free will be reduced by any amounts already 
recovered tax-free under the 3-percent rule. 

The rule described above applies to payments for a fixed number 
of years as well as to payments for life. Amounts received under a 
paid-up endowment contract also will be taxed in this manner where 
the policyholder elects, within 60 days after he has the right to receive 
a lump sum, to receive the payments in installments instead. 

It is estimated that the annuity rules will decrease revenues by $10 
million in the fiscal year 1955. 


CO. Amounts which are not annuity payments, but received under annuity 
or endowment contracts (sec. 72 (e) and (h)) 

Individuals frequently receive under annuity contracts amounts 
which are not strictly speaking annuity payments, such as dividends 
and amounts received from the surrender, redemption or maturity 
of the annuity contract. Under present law, such amounts are taxed 
to the extent that they exceed the portion of the consideration paid for 
the contract which has not previously been recovered free of tax. 

Your committee’s bill makes two changes in the present treatment. 
First, proceeds other than annuity payments which do not constitute 
a complete discharge of the carrier’s obligation under the annuity 
contract (for example, dividends as contrasted with amounts received 
from the surrender of the contract) are to be taxed in full without any 
exclusions, if received on or after the date the annuity payments 
begin. The reason for the change is that if part of such proceeds 
were excluded, it would be necessary to recompute the annual annuity 
exclusions allowed under the life expectancy method used in the taxa- 
tion of annuities. Where the proceeds from the annuity contract are 
received either before the date annuity payments begin or in full 
discharge of the contractual obligation these proceeds will be taxed, 
as under existing law, only to the extent that they exceed the consid- 
eration, 

A second change made by your committee gives relief where such 
proceeds are received in a lump sum in one year. In such cases, the 
tax on the lump-sum proceeds cannot exceed the tax which would be 
payable if such proceeds had been received in three equal install- 
ments: one in the year of receipt, and the other two in the two pre- 
ceding years. 


D. Prizes and awards (sec. 74) 


Your committee’s bill includes in income subject to tax all prizes 
and awards except those made in recognition of past achievements of 
a religious, charitable, scientific, educational, artistic, literary, or 
civic nature, where the recipient was selected without any action on 
his part and is not required to render substantial future services. 
This exception is intended to exempt such awards as the Nobel and 
Pulitzer prizes. 

The provision eliminates the confusion resulting from certain court 
decisions. The Pot O’Gold case and the Ross Essay Contest case 
are overruled insofar as these cases held the receipts not to be income 
under the code. In these cases the courts held that prizes on give- 
away programs and prizes for winning essays are not includible in 
income subject to tax, 
44140°—54 
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Scholarships and fellow ships are not covered by the rules described 
above. Your committec’s bill contains a specific provision dealing 
with them. (See sec. 117 in VIIG.) 


E. Discharge of indebtedness (secs. 76, 108, 1017) 


Although it has been established that cancellation of indebtedness 
may result in income to the debtor, no clear and comprehensive rules 
exist at the present time as to when cancellation results in income and 
how such income shall be treated for tax purposes. Whether ean- 
cellation results in income to the debtor and. to what extent is now 
a matter to be determined aceording to various rules developed by 
the courts. 

Statutory provisions now existing apply only to the tax treatment 
of income m cases where income is deemed to be realized and cover 
bankruptcy situations or corporations with indebtedness evidenced 
by securities. 

Under existing law, a corporation is permitted to exclude income 
attributable to discharge of its indebtedness if the indebtedness was 
evidenced by a security and the corporation also elects a corresponding 
reduction in the basis of its property. Railroads may exclude income 
attributable to cancellation where the cancellation is made pursuant 
to bankruptcy or receivership proceedings without having to make a 
corresponding reduction in basis of property. This special provision 
for railroads is inapplicable after December 31, 1954. The National 
Bankruptcy Act contains a number of provisions permitting exclusion 
of income attributable to discharges under bankruptcy. <A reduction 
in basis of the debtor’s property is often required. 

In order to provide an overall clarification of the income conse- 
quences of a discharge of indebtedness, your committee has written 
into the law the situations where such discharge will and will not be 
considered to result in income to the debtor. In addition, definite 

rovision has been made for the tax treatment of sums deemed to 
xeincome. The provisions of the National Bankruptcy Act, however, 
have not been changed. 

With respect to discharge of indebtedness the bill provides that all 
discharges shall be included in income of the debtor unless they fall 
within specified categories where income is deemed not to accrue. 
The specified exemptions include full payment of the debt in cash plus 
transactions where the creditor and debtor have dealt with each other 
on the basis of business or personal factors going beyond the mere 
debtor-creditor relationship and thus have consummated a transaction 
of essentially a capital nature. Such cases are deemed to include: 

(1) Transactions having the character of a gift to the taxpayer; 

(2) Transaetions having the character of a contribution to the 
capital of the taxpayer; 

(3) Transactions effected as an adjustment of the purchase 
price of property acquired in connection with the assumption 
of the inde btedness discharged; or 


(4) Any other transaction in which the discharge is attributable 
to the existence between the parties of a relationship other than 
that of debtor-creditor. 

These enumerated exceptions are to be inoperative where the indebt- 
edness discharged is an accrued item which the debtor has deducte:! 
on his income fax return and from which he has received a tax benefit 
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(and the creditor has not accrued his claim as income). In such cases, 
the debtor will be reauired to fnelude as income the amounts deducted 
for tax purposes but never “paid out or counted as income by 
his creditor. 

Specification that discharges for less than full cash value may 
constitute gifts, contributions to capital, or adjustments of purchase 
price will give recognition to the situations as they actually exist in 
day-to-day transactions. In a father-son relationship, for example, 
the father can start the son in business by giving him funds or by 
lending him money. If the transaction is originated as a loan, the 
close personal relationship makes it very simple for the loan sub- 
sequently to be forgiven, in which case the transaction is essentially 
no different than if a gift had been made at the very beginning. 
Even in cases where there is not such a close personal relationship, a 
creditor may settle a debt for less than full value to assure con- 
tinued business relations with the debtor. 

In actual practice, the determination of whether discharge of 
indebtedness results in income or not will be dependent on the circum- 
stances of individual cases. The computation of the amount of 
income will similarly be dependent on individual circumstances. 

Even though income is deemed to accrue to the debtor from dis- 
charge of indebtedness, provision is made under certain circumstances 
for the exclusion of this income from the debtor’s gross income. If 
the indebtedness was incurred by a corporation, or an individual in 
connection with property used in his trade or business, the debtor 
may exclude all or part of the income arising from discharge of the 
indebtedness if he applies the amount so excluded to reduce the basis 
of any property held during any portion of the taxable year in which 
the discharge occurred. This privilege will not be available, however, 
in cases where the debtor discharged a debt representing an accrued 
liability taken as a deduction on his tax return and for which he 
received a tax benefit. 

The provision allowing reduction of basis of property held is an 
expansion of present law which permits such reduction only in cases 
where the income arises from the discharge of the indebtedness of a 
corporation evidenced by a security. By virtue of this basis reduction 
alternative, taxpayers generally will be permitted to avoid a bunching 
of income in any one year arising from cancellation. The circum- 
stances leading to the cancellation often will have cumulated over a 
period of time, and the basis reduction alternative will give taxpayers 
a chance to take this income from cancellation into taxable income 
over time through lower year-to-year depreciation deductions or as 
property is sold and cash income is received. 

Taxpayers who have received tax benefits from the deductions of 
accrued debts which are subsequently canceled are not given the 
pee of basis reduction since they, in effect, have already had the 
venefit of spreading this income out over the years in which deduc- 
tions were taken, 

The provision relating to income arising from discharge of indebted- 
ness by railroad corporations occurring by reason of a bankruptcy 
or receivership proceeding has been extended for 1 year, to De- 
cember 31, 1955, 
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VII. Exctusions From Gross IncomE 


A. Employce death benefits (sec. 101)() 

Present law provides a special exclusion of up to $5,000 for pay- 
ments by an employer to beneficiaries of a deceased employee. Under 
existing law, however, this exclusion is available only where the em- 
oe is under a contractual obligation to pay the death benefits. 

foreover, present law has been interpreted to the effect that this 
exclusion is not available where an employee has a nonforfeitable 
right to the benefit before death. 

Restricting the exemption to benefits paid under a contract dis- 
criminates against those who receive benefits where this contractual 
obligation does not exist. To avoid this problem your committee’s 
bill extends this exclusion to death benefits whether or not paid under 
a contract. The bill also extends the exclusion to apply to distribu- 
tions under a qualified employee’s profit-sharing plan, whether or not 
the employee had a nonforfeitable right to the amount while living, 
where the distributions are made by reason of the death of the em- 
ployee and made within 1 taxable year after the decedent’s death. 

The $5,000 limit on the exclusion under present law applies to pay- 
ments with respect to any one employer. This limitation can be 
avoided by arranging to have two or more employers each pay $5,000 
of death benefits. Your committee’s bill removes this avoidance de- 
vice by limiting this exclusion to $5,000 with respect to the death of 
any employee. 


B. Interest element in life-insurance proceeds (sec. 101 (d)) 


Existing law exempts the proceeds of life insurance from tax where 
they are received under a life-insurance contract and are paid by rea- 
son of the death of the insured. Where the life-insurance contract 
contains an option to have the proceeds paid at a date later than death, 
either in a lump sum or in installments, the total payments continue to 
be exempt, even though a substantial portion of such payments may 
include interest earned after the death of the insured. On the other 
hand, where the proceeds are retained by the insurer under a specific 
agreement to pay interest (for example, where proceeds are left with 
the insurer under an agreement to pay the interest to the beneficiary 
for life and to pay the principal to a second beneficiary on the death 
of the first), the interest payments must be included in gross income. 
Similarly, where the beneficiary and the insurer, by a supplemental 
agreement instead of an option contained in the policy, provide for 
payment in installments, the installments are not considered to be 
paid by reason of death and as a result the interest becomes taxable. 

Your committee recognizes that this exemption of the interest 
element in imsurance proceeds paid in installments has resulted in 
tax avoidance. On the other hand, your committee believes that it 
is desirable to encourage the family of a decedent to leave life insur- 
ance proceeds with the company to prevent unwise dissipation of the 
decedent’s savings. 

The bill, therefore, provides that the interest element in life insur- 
ance proceeds accruing after the death of the insured is to be included 
in the income of any beneficiaries, except that an exclusion of up to 
$500 a year is provided for the widow of a decedent and an exclusion 
of up to $250 a year is to be provided for each other beneficiary who 
is a child or lineal descendent or ancestor of the decedent. 
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The new provisions apply to amounts received because of deaths 
occurring after the enactment of the new code. 

The changes made by your committee do not affect the present 
taxation of interest received on proceeds left with an insurance com- 
pany under an agreement to pay interest. 

C. Payments for injury and sickness (secs. 104, 105, and 106) 

Under present law, amounts received as accident or health benefits 
are exempt only if the benefits are paid under a contract of insurance. 
This results in substantially different tax treatment to recipients of 
sickness and accident benefits who are similarly situated except for 
the technical nature of the plan under which the benefits are made 
available. Moreover, very troublesome legal and administrative 
problems have arisen in determining whether particular plans, espe- 
cially self-insured plans which are financed by employers without the 
use of a carrier or insurance company, constitute insurance for pur- 
poses of the exemption. 

Your committee’s bill grants equal tax treatment to sickness and 
accident benefits financed by employers whether paid under insured 
and noninsured plans. Such benefits are (1) entirely excluded from 
tax if received as compensation for personal injury or sickness and 
(2) excluded up to $100 a week (minus benefits under nonqualified 
plans) if received as compensation for loss of wages. Benefits received 
under employer-financed plans are taxed in full if they do not meet 
the qualifying tests described below. 

For the benefits to qualify, plans must be for the exclusive benefit 
of employees and meet tests designed to prevent discrimination as to 
coverage, contributions, and benefits, which are generally similar to 
those to be used to qualify pension plans. In addition, employees 
must have an enforceable right to benefits. Moreover, the exclusion 
will not apply during a waiting period before benefits, which compen- 
sate for loss of wages, begin. 

Your committee’s bill also makes it clear that employers’ contribu- 
tions to sickness and accident plans are not to be taxed to the 
employees on whose behalf they are made. The exclusion applies 
whether or not the plan is qualified, and does not depend on whether 
the employer’s contribution is made directly to a fund or in the form 
of payment of premiums for individual or group health and accident 
insurance. 


D. Rental value of parsonages (sec. 107) 


Under present law, the rental value of a home furnished a minister 
of the gospel as a part of his salary is not included in his gross income, 
This is unfair to those ministers who are not furnished a parsonage, 
but who receive larger salaries (which are taxable) to compensate 
them for expenses they incur in supplying their own home. 

Your committee has removed the discrimination in existing law by 
providing that the present exclusion is to apply to rental allowances 
paid to ministers to the extent used by them to rent or provide a home. 
E. Income taxes paid by lessee corporation (sec. 110) 

Under many long-term leases, the lessee contracts to pay a fixed 
income to the lessor corporation (or its stockholders) without reduction 
for income taxes assessed on the rental payment. 
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Under present law the lessor is deemed to derive additional taxable 
income from the income tax paid on its behalf by the lessee. The 
lessee, in turn, is required to pay a tax on such income to the lessor, 
and so on. This tax on a tax is pyramided to the point where the 
income tax liability of the lessee is greatly in excess of the initial tax 
on the rental. Although the lessee is entitled to deduct such tax 
payments in computing its own income tax liability, under some 
conditions the taxable income of the lessee is not sufficiently large to 
absorb this deduction, with the result that no tax benefit is realized. 

Under your committee’s bill, the income tax liability payable by 
the lessee on such rental income is to be excluded from the lessor’s 
gross income and denied as a deduction to the lessee. This applies 
only to leases entered into before January 1, 1954, where both lessee 
and lessor are corporations. 

This provision adopts for income tax purposes a rule which has been 
in effect with respect to excess profits tax liabilities. 


F. Combat pay of members of the Armed Forces (secs. 112, 692) 

Present law provides an exclusion from gross income for members of 
the Armed Forces serving in combat zones or hospitalized as the 
result ef wounds, disease, or injury incurred while serving in a combat 
zone. In the case ef enlisted personnel, an exclusion from gross 
income is granted for all pay received for service in a combat zone or 
while hospitalized as a result of such service; for commissioned officers 
the exclusion is limited to the first $200 of pay received in a month. 
Under present law this exclusion is available only for service in a 
combat zone between June 24, 1950, and January 1, 1955. 

Your committee believes that this exclusion should be available for 
any period in which persons are generally subject to. induction inte the 
armed services under the Universal Military Training and Service 
Act. For that reason your committee’s bill provides that this exclu- 
sion is to be available with respect to service in a combat zone after 
June 24, 1950, during an “‘induction period.” 

Present law also has a special tax forgiveness provision applicable 
to an individual who dies after January 24, 1950, and before January 1, 
1955, while in the Armed Forces if his death resulted from service in 
a combat zone. Any income tax he owes the Government at the 
time of his death is forgiven. As in the case of the exclusion, your 
committee’s bill extends this provision to apply to service in a combat 
zone after June 24, 1950, during en “induction period.” 


G. Scholarships and fellowship grants (sec. 117) 

Your committee’s bill sets forth rules for determining the extent to 
which scholarships and fellowship grants are te be included in gross 
income and eliminates the existing confusion as to whether such pay- 
ments are to be treated as income or as gifts. The present statute and 
regulations do not cover these grants. The basic ruling of the Internal 
Revenue Service which states that the amount of a grant or fellowship 
is includible in gross income unless it can be established to be a gift 
provides no clear-cut method of distinguishing between taxable and 
nontaxable grants. Hence, the tax status of these grants presently 
must be decided on a case-by-case method. 

The bill provides that amounts received as scholarships or fellow- 
ships are excludable from gross income, but the exclusion is not to 
apply to (1) amounts received as payment for research or teaching 
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services, and (2) in the case of individuals who are not candidates for 
degrees, amounts received as grants which in effect represent a con- 
tinuing salary during a period ‘while the rec ipient is on leave from his 
regular job. Amounts received to cover expenses for travel, research, 
clerical help, or equipment which are incident to the scholarship or 
fellowship grant are to be excluded to the extent that they are ex- 
pended by the recipient for these purposes. 

The provision excludes from tax all grants to students at educa- 
tional institutions which are made without requirement that the 
recipient render teaching or research services to the institution. The 
exclusion covers, in addition to money received, the value of services 
and accommodations contributed, such as room, board, and laundry. 
Such grants generally are of small amount and are usually received 
by individuals who would have little or no tax liability in any case. 

When the scholarships and fellowships are granted subject to the 
performance of teaching or research services, the exclusion is not to 
apply to that portion w vhich represents payments which are in effect 
a wage or salary. The amount included will be determined by refer- 
ence to the going rates of pay for similar services. This allocation of 
the amount of the grant between taxable and nontaxable portions 
represents more liberal treatment than is allowed under present prac- 
tice. Present law taxes the grant in its entirety unless services re- 
quired of the recipient are nominal. 

This limitation on the exclusion will not result in the taxation of the 
portion of a grant which involves research or teaching services per- 
formed primarily for the training and education of the recipient. 

In the case of individuals who are not candidates for degrees, the 
bill provides a specific standard to be used in determining whether 
the grant is in effect a salary payment. In the case of such indi- 
viduals, the grant is excluded ouly if the annual amount (exclud- 
ing amounts received and expended to cover incidental expenses) 
plus any compensation received from the recipient’s previous employer 
is less than 75 percent of the recipient’s salary in the year preceding 
the grant. 

This will tax those grants which are in effect merely payments of 

a salary during a period while the recipient is on leave from his regular 
‘ob, Hence, in the case of persons who have completed their formal 
education and are continuing to teach or carry on research as part of 
their life work, the grant will be excluded only if it is merely a supple- 
ment to the individual’s own funds which make it possible for him to 
carry on research or further his educational development. 


H. Contributions to the capital of a corporation (secs. 118, 355) 


Your committee’s bill provides that in the case of a corporation, 
gross income is not to include any contribution to the capital of the 
taxpayer. This in effect places in the code the court decisions on this 
subject. It deals with cases where a contribution is made to a cor- 
poration by a governmental unit, chamber of commerce, or other 
association of individuals having no proprietary interest in the cor- 
poration. In many such cases because the contributor expects to 
derive indirect benefits, the contribution cannot be called a gift; yet 
the anticipated future benefits may also be so intangible as to not 
warrant treating the contribution as a payment for future services, 
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Under your committee’s bill the basis of property representing 
contributions to operating facilities, as contrasted to the basis of 
property representing contributions to capital, is to be zero, In this 
manner an income tax will eventually be paid with respect to contri- 
butions for operating facilities either in the form of a larger capital 
gain than would otherwise occur if the corporation sells the property, 
or by a smaller depreciation deduction, if the property is used in the 
corporation’s trade or business, 


I, Meals and lodging (sec. 119) 


Under present law meals and lodging have been held to be taxable 
to the employee unless they were furnished for the convenience of the 
employer. Even in such cases, however, they would not be excluded 
from the gross income of the employee if there is any indication that 
they are intended to be compensatory. For example, under present 
law it has been held that the value of meals and lodging are includible 
in the employee’s income, even where they are furnished for the con- 
venience of the employer, if there is an indication that the meals and 
lodging were taken into account in establishing the salary paid. 

Your committee has adopted a provision designed to end the con- 
fusion as to the tax status of meals and lodging furnished an employee 
by his employer. Under your committee’s provision these meals and 
lodging are to be excluded from the employee’s income if they are 
furnished at the place of employment and the employee is required to 
accept them at the place of employment as a condition of his employ- 
ment. 


J. Subsistence payments to State police officers (sec. 120) 

Your committee’s bill provides an exclusion from gross income, not 
to exceed $5 a day, for subsistence allowances paid to officers of a 
police department of a State, Territory, the District of Columbia, or a 
possession. ‘There is no comparable exclusion under existing law. 

our committee believes that this exclusion is desirable because 
State police officers are required to make frequent trips away from 
their posts of duty. Under present law these expenses cannot be 
deducted if the police officer is to use the standard deduction. 


VIII. Persona, Exemptions 


A. Earnings test for dependent (sec. 151) 

Under existing law a $600 exemption may be taken for a dependent 
only if he has gross income of less than $600. Thus, if a child helps 
to pay his way through school by securing part-time employment, 
the parent is denied a dependency exemption if the child happens to 
earn more than $600. Not only does this represent a hardship to 
parents who provide most of the support for their children, although 
the latter earns slightly over $600, but it also represents an inducement 
for m child to stop work just before his earnings reach the $600 
level. 

Your committee’s bill provides that the $600 earnings limit for 
dependents is not to be applicable if the dependent is the taxpayer's 
child and is under the age of 19 or is a student. The term “student” 
is defined as an individual who is a full-time student at an educational 
institution during 5 months of the year. An “educational institution” 
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is one which normally maintains a regular faculty and curriculum and 
normally has a regularly organized body of students in attendance at 
the place where its educational activities are carried on. This excludes 
correspondence schools, employee training courses, and similar insti- 
tutions and programs. 


B. Definition of dependent (sec. 152) 


Under existing law a dependent is defined as an individual over 
half of whose support is received from the taxpayer and one who 
bears 1 of 8 specified relationships to the taxpayer. 

The bill modifies the support test in two respects. It provides that 
in the case of children of the taxpayer who are students, any scholar- 
ships they receive for study at an educational institution are to be 
ignored in applying the support test. Your committee believes that 
this is desirable since a taxpayer who is sending his child through 
college, even with the help of a scholarship, is likely to be incurring 
more expenses for the child than is true in the case of taxpayers with 
dependents not in college. 

Another problem is presented i in connection with the support test 
where two or more persons supply the support of another individual 
but no one can claim the dependency exemption because of the failure 
of any one to supply more than one-half of the support. Sometimes 
the contributors are able to vary their contributions from year to 
year in order to qualify one of them. In most cases, however, such 
arrangements are difficult and frequently all of the contributing group 
lose the dependency exemption. Under the bill a group of contrib- 
utors may annually designate one of their number to claim the depend- 
ency exemption where no one in the group contributed more than half 
of the dependent’s support if all of the tests with respect to the depend- 
ency exemption (except the support test) are met by each member of 
the group; the person designated to receive the dependency exemption 
has contributed more than 10 percent of the dependent’s support; and 
all other members of the group who have contributed more than 10 
percent of the support have agreed in a written statement that they will 
not claim the exemption for that year. 

Your committee’s bill also modiies the “relationship” test of existing 
law. Many complaints have been received that the relationships 
specified in existing law are not sufficiently flexible to allow for the 
various types of situations under which taxpayers frequently support 
an individual in their home. This point is most frequently raised in 
the case of foster children or children in the home awaiting adoption. 
As a result this bill provides that a taxpayer may claim as a dependent 
an individual over half of whose support he supplies, irrespective of 
the relationship of such individual to the taxpayer, if the individual 
has as his principal place of abode the home of the taxpayer and is a 
member of the taxpayer’s household, The bill also provides a depend- 
ency exemption for cousins of the taxpayer, whom he supports, who 
are receiving institutional care Genaxek by reason of a physical or 


mental disability) but prior to being placed in the institution were 
members of the same household as the taxpayer. 

At present individuals may not be claimed as dependents if they 
are not citizens or residents of the United States unless they are 
residents of a contiguous foreign country. The committee expanded 
this exception for contiguous countries to permit taxpayers to claim 
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as dependents individuals who are residents of the Canal Zone, Pan- 
ama, and in certain cases the Philippines. For a resident of the 
Philippines to qualify he must be a child born to or adopted by the 
taxpayer in the Philippines before July 5, 1946, and the taxpayer must 
have been a member of the United States Armed Forces at the time 
the child was born or adopted. 


€. Revenue effect 

It is estimated that the change in the earnings test and the definition 
of dependents will decrease revenues by $85 million in the fiscal year 
1955. 


IX. Iremizep Depuctions ror INDIVIDUALS AND CoRPORATIONS 


A. Business expenses not to inelude charitable gifts above limitation 
(sec. 162) 

At the present time corporations are allowed a deduction for chari- 
table contributions up to a limit of 5 percent of their income otherwise 
subject to tax. In addition, they are allowed to take as business- 
expense deductions contributions to charitable and other organizations 
where the institution is to render a service commensurate to the con- 
tribution. However, where no service is rendered, a business-expense 
deduction may not be taken for amounts not allowable as charitable 
contributions only because they are in excess of the 5 percent limita- 
tion. However, in the case of individuals, there has been some 
question as to whether or not a business-expense deduction can be 
claimed for gifts (for which no service is to be rendered) which are in 
excess of the percentage limitation applicable to individuals. 

Your eommittee’s bill makes it clear that the rule presently appli- 
cable to corporations is also to be applicable in the case of individuals. 


B. Interest (sec. 168) 

Although interest. payments are deductible under present law, ad- 
ministration practice has denied any deduction for carrying charges on 
installment purchases unless the interest element is vated saiatetely. 
This denial of the deduction is based on the belief that part of the 
earrying charge may represent charges other than that for the use of 
money. Sellers, however, frequently do not state the interest charge 
separately to avoid emphasizing the amount of the interest charged 
or to avoid any possibility of conflict with State limitations on interest 
charges. As a result, taxpayers who purchase from such sellers are 
denied any deduction for the interest they pay. 

Your committee’s bill permits the deduction of these carrying 
charges on installment purchases as interest, but limits the deduction 
in these cases to 6 percent of the average unpaid balance due under the 
installment contract during the taxable year. 

It is estimated that the committee’s amendment will decrease 
revenues by $10 million in the fiscal year 1955. 


CO, Apportionment of taxes on real property between buyer and seller 
(sec. 164) 

Under present law, a taxpayer who buys real estate may be denied 

a deduction for the local property taxes which he assumes and pays 

if under local law, the seller of the property had become liable for the 

tax prior to the date of sale. This occurs because the Supreme Court 
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has held that the deduction for taxes depends upon the time when 
the tax becomes a lien upon the property. If, for example, the 
tax lien attached to the property before the date of sale, only the seller 
would be allowed to deduct the tax for income tax purposes, regardless 
of the manner in which the sales contract allocated the tax between 
buyer and seller. The purchaser would be allowed no deduction but 
would include the portion of the tax he paid in the basis of the property. 

To correct this situation, your committee’s bill provides that the 
purchaser and seller of real property are to each claim a deduction for 
that part of the real property tax which is proportionate to the number 
of months in the property tax year during which he held the property. 
This provision applies whether or not the parties to the sale actually 
apportion the tax. A special rule extends the benefit of this provision 
to cash basis taxpayers. 


D. Theft losses (see. 165 (e)) 


The regulations under present law indicate that generally ordinary 
losses can be taken only in the year in which they are sustained. In 
embezzlement and other theft losses, however, the taxpayer may not 
find out about the loss until the statute of limitations has run for the 
year in which the loss was incurred. 

The committee has adopted a provision which provides that theft 
losses can be deducted in the year in which the taxpayer discovers the 
loss, and only in that year. 


E. Losses on securities in affiliated corporation (sec. 165 (g)) 

Present law provides that a parent corporation may take an ordi- 
nary loss on worthless stock or securities, held in a subsidiary 95 per- 
cent of the stock of which it owns, if 90 percent or more of the gross 
income of the subsidiary for all years is derived from sources other 
than rents, royalties, and other investment-type income. 

Applying this 90 percent test on the basis of “‘gross income,’”’ which 
is after the deduction of the cost of goods sold, means that a decline 
in the gross profit margin (or a loss) may reduce non-investment-type 
income to less than the required 90 percent. 

For this reason your committee has amended this provision to per- 
mit ordinary loss treatment if the subsidiary company derives 90 
percent or more of its “gross receipts” from non-investment-type 
income. However, in the case of the sale of stock only gains are to 
be included for this purpose. Since “gross receipts” is before deduc- 
tion of cost of goods sold, the change makes this provision somewhat 
less restrictive. 

Your committee has also reduced the 95 percent ownership re- 
quirement to 80 percent to conform this provision with the change 
your committee has made in the general affiliation requirement 
for consolidated returns, 


I. Bad debts (sec. 166) 


Under existing law, business bad debts may be deducted in full. 
Nonbusiness bad debts of an individual, however, are treated as short- 
term capital losses which can be deducted from capital gains but in the 
case of ordinary income are deductible only to the extent of $1,000 
(although there also is a 5-year carryover). 

If a debt at the time it becomes worthless is not directly related to 
the taxpayer’s trade or business, under present law it is treated as a 
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nonbusiness bad debt. This rule is applied even though the debt 
was related to the taxpayer’s trade or business at the time it was 
created. For example, a taxpayer is not permitted to treat as a 
business bad debt, which is fully deductible, an account receivable 
which proves uncollectible after the taxpayer has gone out of 
business. 

The rule your committee has adopted eliminates this harsh treat- 
ment by permitting the taxpayer to deduct as a business bad debt 
an obligation which becomes worthless, whether or not it is directly 
related to the trade or business at that time, if it was a bona fide | 
business asset at the time it was created or acquired, | 


G. Depreciation (sec. 167) 

Present law allows as a depreciation deduction a reasonable allow- 
ance for the exhaustion, wear and tear of property used in the trade 
or business, including a reasonable allowance for obsolescence. De- 
preciation allowances are the method by which the capital invested 
m an asset is recovered tax-free over the years it is used in a business, 
The annual deduction is computed by spreading the cost of the 
property over its estimated useful life. Most taxpayers use the 
straight-line method which spreads the cost evenly over the years, 
although other methods are available, including the declining-balance 
method subject to a limitation of the rate to 150 percent of the cor- 
responding straight-line rate. 4 

Interpretation of the word “reasonable” has given rise to consider- 


able controversy between taxpayers and the Internal Revenue Service. 3 
The determination of useful life for a particular asset, or the average ‘ 
useful life for a group of similar assets, is a matter of judgment in- bs 
volving, in addition to physical wear and tear, technological and ES 
economic considerations. The method of allocating depreciation al- y 


lowances to the years of use is also a matter of judgment. In many 
cases present allowances for depreciation are not in accord with eco- 
nomic reality, particularly when it is considered that adequate depre- 
ciation must take account of the factor of obsolescence. The average 
machine or automotive unit actually depreciates considerably more 
and contributes more to income in its early years of use than it does 
in the years immediately preceding its retirement. ; 

There is evidence that the ereer system of depreciation acts as a “ 
barrier to investment, particularly with respect to risky commitments s 
in fixed assets. Comparatively slow rates of write-off tend to dis- 
courage replacement of obsolete equipment and the installation of 
modern, up-to-date machinery. Under long-run peacetime condi- 
tions, in the absence of the inflationary pressures existing in the 
forced-draft economy of the postwar period, present tax depreciation 
methods might depress business capital expenditures below the level 
needed to keep the eeonomy operating at high levels of output and 

employment. 

Your committee’s bill provides for a liberalization of depreciation 
with respect to both the estimate of useful life of property and the 
method of allocating the depreciable cost over the years of service. 

The bill specifies that depreciation allowances computed under any 
one of the following methods are to be considered reasonable for new 
property acquired or constructed after December 31, 1953: 

(1) The straight-line method allowable under present law. 
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(2) The declining-balance method, using a rate not in excess of 
twice the straight-line rate. Under this method a uniform percent- 
age is applied to the unrecovered basis of the property. Since the 
basis of a particular property is constantly reduced by prior deprecia- 
tion, the percentage is applied to a constantly declining balance. The 
depreciation allowances under this method, therefore, are considerably 
larger in the early a of the life of a property than those resulting 
from the straight-line method. The declining-balance method at 
twice the appropriate straight-line rate will write off approximately 
40 percent of the cost of an asset in the first quarter of its service life 
and two-thirds of the cost in the first half of its life. 

(3) Any other method consistently applied so long as the accumu- 
lated depreciation allowances for a property at the end of each year do 
not exceed the allowances which would have resulted from the use of 
the declining-balance method described above. Alternative methods 
which would be considered reasonable would include those based on 
units of production or a combination of straight-line rates. 

Your committee’s proposals do not disturb any method of depre- 
ciation which, under existing law, has been shown to be reasonable for 
a taxpayer's property regardless of the method of writeoff used. The 
provisions of the bill are not intended to preclude a taxpayer from 
basis his depreciation rates on circumstances and facts which neces- 
sitate a more rapid writeoff than will be permitted under the declin- 
ing balance method, 

The liberalized depreciation methods provided in the bill are to 
apply to all types of tangible depreciable assets, including farm 
equipment, machinery, and buildings, rental housing, and industrial 
and commercial buildings as well as machinery and equipment. They 
are limited, however, to property new in use and therefore never before 
subject to depreciation allowances. Hn the case of property con- 
structed by the taxpayer, the methods apply to construction com- 
pleted after December 31, 1953, but only to that portion of cost 
incurred subsequent to that date. In the case of property acquired 
by the taxpayer after December 31, 1953, the liberalized depreciation 
methods apply only to new property-7 

Your committee felt it necessary to limit the application of the 
liberalized depreciation methods to new assets acquired after the 
effective date of the bill primarily as a means of minimizing transitional 
revenue losses and obtaining maximum incentive effect. The appli- 
cation of the new methods to used property might artificially encourage 
transfers and exchanges of aaetialy depreciated assets motivated only 
by tax considerations. The stimulus to investment through liberalized 
depreciation is most important with respect to the creation of new 
assets. Moreover, the reality of faster depreciation in the early years 
is. generally greater in the case of new than used property. 

/In the formation of its liberalized depreciation policy your com- 
mittee relies heavily upon the use of an improved declining-balance 
method. 7 This method concentrates deductions in the early years of 
service Whd results in a timing of allowances more in accord with the 
actual pattern of loss of economic usefulness. With the rate limited 
to twice the corresponding straight-line rate and based on a realistic 
estimate of useful life, the proposed system conforms to sound account- 
ing principles, 
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More liberal depreciation allowances are anticipated to have far- 
reaching economic effects. ‘The incentives resulting from the changes 
are well timed to help maintain the present high level of investment in 
plant and equipment. The acceleration in the speed of the tax-free 
recovery of costs is of critical importance in the decision of management 
to incur risk. The faster tax writeoff would increase available working 
capital and materially aid growing businesses in the financing of their 
expansion. For all segments of the American economy, liberalized 
depreciation policies should assist modernization and expansion of 
industrial capacity, with resulting economic growth, increased produc- 
tion, and a higher standard of living. 

Small business and farmers particularly have a vital stake in a 
more liberal and constructive depreciation policy. They are especially 
dependent on their current earnings or short-term loans to obtain 
funds for expansion. The faster recovery of capital investment 
provided by this bill will permit them to secure short-term loans 
which would otherwise not be available. 

Various forms of faster write-off of fixed assets have been almost 
universally adopted in recent years by countries with modern income 
tax systems. Among such countries are Great Britain, Canada, and 
Sweden, The results of the liberalized depreciation policies have 
generally been favorable in stimulating plant modervization and 
expansion. While comparisons are difficult, the proposals contained 
in your committee’s bill do not go as far in the direction of accelerated 
depreciation as the treatment in some other countries nor as far as 
some of the proposals which have been brought to your committee’s 
attention. Mindful of the need for constructive action within the 
limits of sound budgetary policy, your committee has adopted pro- 
visions which will give the economy added stimulus and resilience ; 
without departing from realistic standards of depreciation accounting. 

Your committee’s bill also contains provisions for removing sources 
of irritation and fruitless controversy in administering depreciation 
policy. It provides that where the taxpayer and the Internal Revenue 
Service have agreed in writing to a rate of depreciation to be applied 
to a particular property or te a group account, that rate will continue 
to be appropriate for tax purposes until such time as evidence is pro- 
duced which was not taken into consideration when the agreement 
was made. The burden of proving the evidence rests with the party 
initiating the change to a different rate. When the necessity for a 

nge has been established it will be made only prospectively. 
he bill also provides that the Internal Revenue Service may not 
disturb a depreciation rate used by a taxpayer so long as the useful 
life determined by the Internal Revenue Service to be correct does not 
differ by more than 10 percent from the useful life used by the tax- 
saver. 
. At the present time, the Internal Revenue Service has announce: 
that, as a matter of administrative policy, internal revenue employees 
will not disturb depreciation deductions unless there is a clear and 
convincing basis for a change. The committee’s bill is not intended 
to affect that particular administrative policy in any way nor is it 
intended to be a statutory substitute for that policy. However, if 
the Commissioner finds by clear evidence that the useful life of 
roperty as estimated by the taxpayer is too short, but the difference 
Letivess, the Commissioner’s estimate and that of the taxpayer is 
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10 percent or less, the bill provides that no change can be made by 
the Commissioner. Moreover, should the Commissioner decide to 
withdraw present administrative policy, the bill provides statutory 
assurance to taxpayers that in no event will Internal Revenue Service 
employees disturb the taxpayer’s estimate of useful life where judg- 
ment as to its duration differs by less than 10 percent. 

It is hoped that by providing a minimum statutory leeway for the 
taxpayer in making his estimates of useful life, most of the needless 
friction in this area will be eliminated. 

The changes made by your committee’s bill merely affect the timing 
and not the ultimate amount of depreciation deductions with respect 
to a property. No accurate estimate can be made of the cost of this 
provision even in the early years of its application because of uncer- 
tainty concerning the extent to which the new declining-balance 
formula will be adopted and because of the difficulty in allowing for 
the effects of the increased investment resulting from the provision 
upon tax revenues. If there were no stimulus to investment and all 
eligible taxpayers adopted the new formula, the loss in the fiscal year 
1955 would be about $375 million. In the second and immediately 
subsequent years there would be greater losses if the effect on invest- 
ment were ignored but it is highly likely that by that time the 
stimulus which the new formula Seine ill have produced a volume 
of additional investment and taxable income which will result in 
there being no net revenue loss under this provision. 


H. Charitable and similar contributions (sec. 170) 


Under present law individuals and corporations are allowed deduc- 
tions for contributions to charitable, educational, and religious organ- 
izations where the earnings do not accrue to the benefit of private 
shareholders and the propaganda activities, if any, are limited to 
specified governmental units; to veterans’ organizations if their earn- 
ings do not accrue to the benefit of private individuals; and, in the 
case of individuals, to fraternal socieities to the extent the contribu- 
tions are used for religious, charitable, or educational purposes. 
However, in the case of individuals, the total charitable contribution 
deduction is limited to 20 percent of the taxpayer’s adjusted gross 
income and in the case of corporations, the deductions are limited 
to 5 percent of the corporation’s net income before allowance of the 
charitable deduction. 

Your committee’s bill raises the charitable contribution limit for 
individuals from 20 percent to 30 percent, but this extra 10 percent is 
to be allowable only with respect to contributions to religious orders, 
educational institutions, hospitals and churches, conventions of 
churches. The term “educational institution’ is defined as an 
organization which normally maintains a regular faculty and curricu- 
lum and normally has a regular organized body of students in attend- 
ance at the places where its educational activities are carried on. 
This extra 10 percent deduction for charitable contributions is to 
be available with respect to any contributions to the specified types 
of organizations, even though contributions to other organizations 
account for the full amount allowable under the regular 20 percent 
limitation. This amendment by your committee is designed to 
aid these institutions in obtaining the additional funds they need, 
in view of their rising costs and the relatively low rate of return they 
are receiving on endowment funds. 
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The committee made two other relatively minor changes in the 
charitable contribution deduction. 

At present a taxpayer (either corporate or individual) who has made 
the maximum allowable charitable contribution, if he subsequently 
carries back a net operating loss to that year, finds his allowable 
charitable contributions have been reduced by this downward adjust- 
ment in his income. Your committee adopted a provision which 
will ignore the net operating loss carryback in applying the percentage 
limitations. 

At present the 20-percent limitation on charitable contributions 
does not apply where the combination of the taxpaver’s charitable 
contributions and income tax in the current year and in each of the 
past 10 years equal 90 percent or more of his taxable income. Your 
committee considered this unduly strict and the bill, therefore, pro- 
vides that this 90 percent test needs to be met in only 9 out of the 
last 10 years. 

It is estimated that the changes made in the charitable contribution 
deduction by your committee will decrease revenues by $25 million 
in the fiscal year 1955. 

Your committee has also liberalized the tax benefits available to 
charitable contributions under other provisions of the new code. 
The charitable contribution limitation applicable to deductions of 
trusts having unrelated business income is raised from 15 percent to 
20 percent to conform with the general limit provided for individuals. 
Your committee has also provided that the income of an irrevocable 
trust will not be taxed to the grantor if the trust was established for 
the benefit of a religious organization, educational organization, or 
hospital (as these terms are described in the second paragraph of this 
section) and the income or property of the trust would not revert to 
the grantor within a period of 2 years. 

I. Amortization of premium on callable bonds (sec. 171) 

Under existing law, a bond premium may be amortized with 
reference to the amount payable on maturity or on earlier call date, 
at the election of the taxpayer. In the case of bonds with a very short 
call feature, such as those providing for call at any time on 30-day 
notice, the entire premium may be deducted in the year of purchase. 

This provision has given rise to tax-avoidance opportunities. 
Substantial bond issues have been made subject to a 30-day call, 
permitting the purchaser to take an immediate deduction for the 
entire premium against ordinary income. Where the call feature is 
nominal or inoperative this permits a deduction for an unreal loss, 
since the market value of the bonds ordinarily remains fairly stable 
over considerable periods. The bonds may then be resold after 6 
months subject to long-term capital gain treatment. The writeoff 
of premium thus affords a gratuitous tax saving, equivalent to the 
conversion of a corresponding amount of ordinary income into capital 
gain. This process may be repeated indefinitely. 

To curb this type of abuse, your committee’s bill provides that the 
premium on callable bonds may be amortized to the nearest call date 
only if such date is more than 3 years from the date of original issue of 
the securities. This provision will apply only to bonds issued aiter 
January 22 1951, and acquired after January 22, 1954. 
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The January 22, 1954, date corresponds to the date of announcement 
of this action by your committee. This effective date limitation, 
together with the exemption of bonds issued prior to the 3 preceding 
vears, will prevent unfair retroactive application of the provision to 
previous investors or long outstanding issues. ‘The proposal is also 
confined to bonds having a call date within 3 years from the original 
date of issue, in order to avoid disturbing market effects on issues 
bearing an original long-call date as they approach or come within the 
3-year period prior to possible call, : 

J. Net operating loss deduction (sec. 172) 

Under present law a net operating loss may be offset against net 
income of other years by means of a 1-year carryback and a 5-year 
carryforward. Your committee has extended the period for the 
carryback to 2 years. This, in combination with the 5-year carry- 
forward, provides a total span of 8 years for absorbing a loss. 

The longer period for averaging will improve the equity of the tax 
system as between businesses with fluctuating income and those with 
comparatively stable incomes, and will be particularly helpful to the 
riskier types of enterprises which encounter marked variations in 
profitability. ‘The additional year for the carrybacx also increases the 
liquid funds available for a business experiencing economic reverses, 
This should be especially helpful to small businesses. 

Your committee has also made changes in the method of computing 
the net operating loss deduction, in order to lessen the differences in 
tax treatment of firms with fluctuating and those with stable incomes. 
Under present law the loss is reduced for certain items with respect 
both to the loss year and the income year to which the loss is carried, 
before the loss can be offset against taxable income of the latter year. 
Thus under existing law taxpayers with loss carryovers are denied the 
use of tax benefits which are fully available to these with stable in- 
comes. ‘The items are tax-exempt interest, the excess of percentage 
depletion over cost depletion, the excess of nonbusiness deductions 
over gross income from other sourees (but only for the purpose of 
determining the amount of the loss),the excess of capital losses over 
capital gains, the 50-percent deduction with respect to long-term 
capital gains for individual taxpayers, and the corporate dividends 
received credit. 

Under the bill the reductions in the net operating loss deduction for 
tax-exempt interest are eliminated. The other adjustments are 
continued for items of the loss year but not for items in the income 
year to which the loss is first carried. In the event the loss is not 
fully absorbed in this first year, however, these adjustments will 
continue to reduce the balance of the loss carried to a subsequent 
year, 

Limiting the net operating losses to expenses or losses incurred in 
operating a business has also given rise to inequities. This limitation 
prevents individual taxpayers from using deductions unrelated to their 
business in the computation of a net operating loss. However, a 
limitation has not been imposed on corporations since al! their deduc- 
tions have been regarded as related to the business. As a result, a 
loss sustained on the sale of a corporation’s asset has been includible 
as part of the corporation’s net operating loss for the year of sale. 
But the loss on e sale of all or part of a business by an individual has 
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been held to be not includible in his net operating loss on the grounds 
that such a sale was not attributable to the “operation”’ of a business 

Your committee has removed this disparity in the treatment of 
corporate and noncorporate businesses by permitting taxpayers other 
than corporations who sell a business or certain business assets to 
include as part of the net operating loss for the year any loss sustained 
on the sale of business assets. 

It is estimated that the revenue loss under the amendments to the 
net operating loss deduction provision will be $100 million in the 
fiscal year 1955. ‘'Thisis a nonrecurring loss. Moreover, much of this 
oe would in any event have occurred in the next 5 years under present 
aw. 


K. Research and experimental expenditures (sec. 174) 

No specific treatment is authorized by present law for research and 
experimental expenditures. To the extent that they are ordinary and 
necessary they are deductible; to the extent that they are capital in 
nature they are to be capitalized and amortized over useful life. 
Losses are permitted where amounts have been capitalized in connec- 
tion with abandoned projects, and recovery through amortization is 
provided where the useful life of these capital items is determinable, 
as in the case of a patent. However, where projects are not abandoned 
and where a useful life cannot be definitely determined, taxpayers have 
had no means of amortizing research expenditures. 

To eliminate uncertainty and to encourage taxpayers to carry on 
research and experimentation the committee bill provides that these 
expenditures, incurred subsequent to December 31, 1953, may, at the 
option of the taxpayer, be treated as deductible expenses. It also 
provides that a taxpayer may elect to capitalize such expenditures and 
if no other means of amortization is provided, may write them off 
over a period of not less than 60 months, beginning with the month in 
which benefits are first realized. 

The tax treatment for these expenditures, once adopted, must be 
adhered to consistently unless approval for a change (with respect to 
all or a part of such expenditures) has been obtained from the Secre- 
tary or his delegate. 

These options do not apply to expenditures for land or for depre- 
ciable property used in experimentation work. Also excluded are ex- 
ploration expenditures incurred for minerals, oil, or gas which are 
presently provided for under other provisions. 


L. Soil and water conservation expenditures (sec. 175) 


Under present law expenditures made by farmers to improve their 
land are generally required to be capitalized rather than being de- 
ducted as current expenses. The capitalized expenditures increase 
the farmer’s tax basis for the land and since land is not depreciable, 
are recoverable for tax purposes only upon sale of the land. How- 
ever, there has been some confusion under present law about the 
deductibility of such expenditures since the Tax Court has held that 
substantial expenditures for the terracing of farms may be regarded 
as maintenance costs and, hence, be deducted as current expense. 

Your committee has adopted a prevision which permits farmers to 
elect to expense, rather than capitalize, expenditures for soil and water 
conservation, including the expenditures for the prevention of land 
erosion. ‘The deductions for soil and water expenditures for any 
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1 year are limited, however, to 25 percent of the gross income derived 
from farming. In any year in which actual expenditures of this type 
are more than the maximum deduction permitted, the excess of these 
expenditures may be carried over to the following year and will be 
considered the first expenditures made in that year. If the carry- 
over plus similar expenditures actually made in the second year 
exceed the maximum allowable deduction, the balance of soil and 
water conservation expenditures may be carried over to subsequent 
vears to be deducted subject to the annual limit of 25 percent of 
vross income from farming. 

The deduction for soil and water conservation expenditures is also 
limited to land which, prior to or at the same time as the expenditures 
for soil and water conservation are made, was or is used in farming, 

Taxpayers must decide whether they are going to expense soil and 
water conservation expenditures in the first year after 1953 in which 
they have such expenditures, and must continue this policy with 
respect to subsequent similar expenditures unless they receive per- 
mission from the Secretary or his delegate to make a change. 

Expenditures for soil and water conservation mean expenditures 
fer treatment or moving of earth. These expenditures include, but 
are not limited to, leveling, grading, and terracing; contour furrow- 
ing; construction of diversion channels and drainage ditches; control 
and protection of watercourses, outlets and ponds; eradication of 
brush; and planting of windbreaks. ‘These expenditures do not in- 
clude the purchase or construction of facilities, appliances, and struc- 
tures subject to allowance for depreciation. ‘ 

In addition to clarifying existing tax treatment of soil and water 
conservation expenditures, the provision adopted by your committee is 
designed to encourage sound conservation practices. The 25-percent 
limitation will relate the expensing of capital costs to farm income and 
will prevent current deduction for substantial investments in farm 
lands of funds obtained from sources other than farming. 

The reduction in revenues resulting from this provision in the fiscal 
year 1955 is estimated to be $10 million. 


X. Specrat Iremizep DepucTIONS FOR INDIVIDUALS OR CORPORATIONS 


A. Expenses for production of income (sec. 212) 

Existing law allows an individual to deduct expenses connected 
with earning ineome or managing and maintaining income-produeing 
property. Under regulations costs incurred in connection with con- 
tests over certain tax liabilities, such as income and estate taxes, 
have been allowed, but these costs have been disallowed where the 
contest involved gift-tax liability. A new provision added by your 
committee allows a deduetion for expenses connected with deter- 
mination, collection, or refund of any tax liability. 

B, Medical, dental and similar expenses (sec 213) 

Present law allows the deduction of medical, dental, ete., expenses 
which are in excess of 5 percent of adjusted gross income, and any 
outlays for drugs and medicine may be included in ‘‘medical expenses.” 
The maximum medical expense deduction allowable under present 
law is $1,250 for each exemption but with an overall limit of $2,500 
per return or $5,000 in the case of a joint return. 
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Several problems have been raised in connection with the medical- 
expense deduction. There is general agreement that limiting the 
deduction only to expenses in excess of 5 percent of adjusted gross 
income does not allow the deduction of all “extraordinary” medical 
expenses. Also, in many cases the maximum limitation has created 
a hardship by preventing the deduction of large medical expenses 
actually incurred. In addition, it has been the practice of many 
taxpayers to deduct amounts spent for ordinary household remedies, 
which do not represent extraordinary medical expense items. 

Your cemmittee’s bill makes three major changes in this provision 
to meet these problems: It allows medical expenses in excess of 3 
percent of adjusted gross income to be deducted, instead of only those 
in excess of 5 percent; outlays for drugs and medicines may be in- 
cluded in “medical expenses”’ only to the extent they exceed 1 percent 
of adjusted gross income; and the maximum limitations are raised 
from $1,250 to $2,500 per exemption, and the overall limit per return 
is raised from $2,500 to $5,000, or in the case of a joint return from 
$5,000 to $10,000. For a head of family the overall limitation is 
raised from $2,500 to $10,000. 

A new provision has been added to allow the expenses of a last 
illness to be deducted on the final return of a decedent even if paid 
after death. A new definition of “medical expenses” is provided 
which incorporates regulations under present law and also provides 
for the deduction of transportation expenses for travel prescribed for 
health, but not the ordinary living expenses incurred during such a 
trip. 

The reduction of the lower limitation from 5 to 3 percent and the 
doubling of the maximum deductions would involve a revenue loss 
of $125 million in the fiscal year 1955, but with the limitation oa drugs 
and medicine this loss ig reduced to $80 million. 

C. Child-care expenses (sec. 214) 

Your committee’s bill provides a new deduction for child-care 
expenses paid by a working widow, widower, or divorced person, or a 
working mother whose husband is incapacitated. The child must be 
below the age of 10 (or 16 if the child is physically or mentally unable 
to attend a regular school). The deduction is limited to actual ex- 
penses, but it may not exceed $600. The expenses must be for the 
purposes of permitting the taxpayer to follow a gainful employment. 
I-xpenses paid to a person who is a dependent of the taxpayer may not 
be deducted. An individual deducting these expenses may not use 
the standard deduction. 

Your committee has added this deduction to the code because it 
recognizes that a widow or widower with young children must incur 
these expenses in order to earn a livelihood and that they, therefore, 
are comparable to an employee’s business expenses. 

The estimated fiscal year 1955 revenue loss resulting from this 
provision is $40 million. 

D. Taxes and interest paid to cooperative housing corporations (sec. 216) 

Tenant-stockholders in a cooperative apartment corporation are 
presently allowed the same deduction for property taxes and interest 
available to a howeowner. The bill extends this treatment to stock- 
holder-tenants in a cooperative development of homes, 
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E. Corporate organization expenditures (sec. 248) 

Under present law the expenses incurred on behalf of a corporation 
prior to the date of its charter and incident to its creation are not 
deductible. They may be amortized for tax purposes only when their 
useful life may be determined definitely by reference to a limited term 
of existence specified in the corporate charter. In the vast majority 
of eases where the corporate life is perpetual, organizational expenses 
are recovered for tax purposes only in the year of liquidation. 

The committee bill provides that a corporation may elect to amortize 
organizational expenses over a period of not less than 60 months, 
beginning with the month in which the corporation is first active in 
business. ‘This treatment will conform tax accounting more closely 
with general business accounting for these costs. 

This provision is not applicable to the professional fees and other 
expenses incurred in connection with stock issues or transfers of 
corporate assets in reorganization. As is now the generally accepted 
practice, these expenses are to be charged directly to the capital paid 
in to the corporation as a result of the transaction. 


XI. Irems Nor Depvucris.y 


A. Certain seers paid in connection with insurance contracts 
(sec. 264) 


Under existing law, no interest deduction is allowed in the case of 
indebtedness incurred, or continued, to purchase a single-premium 
life-insurance or endowment contract. In addition, if substantially 
all the premiums on a life-insurance or endowment contract are paid 
within 4 years from the date the contract is purchased, it is treated 
as a single-premium contract and the same rule applies. 

Existing law does not extend the denial of the interest deduction to 
indebtedness incurred to purchase single-premium annuity contracts, 
It has come to your committee’s attention that a few insurance com- 
panies have promoted a plan for selling annuity contracts based on 
the tax advantage derived from omission of annuities from the treat- 
ment accorded single-premium life-insurance or endowment contracts. 
The annuity is sold for a nominal cash payment with a loan to cover 
the balance of the single-premium cost of the annuity. Interest on 
the loan (which may be a nonrecourse loan) is then taken as a de- 
duction annually by the purchaser with a resulting tax saving that 
reduces the real interest cost below the increment in value produced 
by the annuity. 

Your committee’s bill will deny an interest deduction in such cases 
but only as to annuities purchased after March 1, 1954. 

In the case of life-insurance contracts, a method has been devised 
to avoid the limitation on the interest deduction for indebtedness on 
single-premium contracts. The purchaser borrows an amount ap- 
proximating the single-premium cost of the policy but, instead of 
purchasing the policy outright, deposits the borrowed funds with the 
insurance company for payment of future premiums on the policy. 

Your committee’s bill will prevent this type of avoidance by pro- 
viding that if an amount is deposited with an insurer for payment of a 
substantial number of future premiums on the policy, the contract 
will be treated as a single-premium contract. No interest deduction 
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will be allowed on the indebtedness incurred, or continued, to purchase 

or carry such a contract. 

B, Disallowance of losses, expenses, and interest between related tar- 
payers (sec. 267) 

In transactions between related taxpayers, present law denies losses 
on sales or exchanges of property and deductions for unpaid expenses 
or interest. 

The committee bill tightens present law by expanding the concept 
of related taxpayers to include (1) a fiduciary dealing with a benefi- 
ciary of any other trust created by the same grantor; (2) a fiduciary 
dealing with a corporation controlled by the grantor or the trust; 
and (3) an exempt organization controlled by a person or his family. 
Dealings between these parties are no less subject to abuse than those 
covered by present law. 

Where losses on the disposition of property are disallowed, present 
law makes no provision for an adjustment of gain when such property 
is subsequently sold to outsiders. 

The committee bill remedies this defect by recognizing gain to the 
original transferee only to the extent that it exceeds the amount of 
loss not previously allowable to the transferor. In this way, the com- 
bined tax results on sale of property to an unrelated taxpayer gen- 
erally will be the same as if the initial sale to a related taxpayer did not 
take place. This new rule does not affect the basis of the property 
for determining gain; consequently, depreciation and other items which 
depend on that basis are unaffected. 


C. Acquisitions made to evade or avoid income tax (sec. 269) 

Existing law authorizes the Commissioner of Internal Revenue to 

disallow a deduction, credit, or allowance not otherwise available, in 

cases where control of a corporation is acquired principally for the 
purpose of tax evasion or avoidance. The effectiveness of this pro- 
vision has been impaired by the difficulty of establishing whether or 
not tax avoidance was the principal purpose of the acquisition. 

A provision added by your committee has the effect of throwing 
on the corporation the burden of proving that there was no purpose 
of evasion or avoidance in cases where the consideration p.id in 
acquiring control of another corporation, or corporation property, is 
substantially disproportionate to the sum of the adjusted basis of the 
property and the tax benefits not otherwise available. This provision 
will apply to cases where the tax basis of the property acquired for 
depreciation and other purposes, together with the tax value of other 
tax benefits, such as operating loss carryovers, is substantially greater 
than the amount paid for the property. Disparities of this type gen- 
erally arise where the old basis is continued in the hands of the new 
owner. The corporation in such cases is to be required to establish 
by a clear preponderance of the evidence that the purpose of the 
acquisition was not tax avoidance. 

tt is believed that the addition of this new provision will strengthen 
enforcement of existing law in an area that has presented a serious 
tax-avoidance problem. 


D. Hobby losses (sec. 270) 
Under present law, if losses from a trade or business exceed $50,000 
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a year for 5 consecutive years, only $50,000 of the annual loss may 
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be offset against income from other sources and the portion of annual 
loss above $50,000 is disallowed. This is to prevent the deduction as 
siness losses of expenditures on hobbies, such as racing stables and 
recreational farms. However, the present provision may penalize 
certain bona fide business enterprises, such as farms suffering from 
lrought, mining businesses with large development costs, and busi- 
nesses ine urring casualty and abandonment losses. 

To avoid such results, your committee’s bill removes from the 
application of this provision losses and expenses incurred by farmers 
because of drought, casualty and abandonment losses, and expendi- 
tures which may, at the taxpayer’s option, either be capitalized or 
deducted when incurred. Deductions for these items are to be 
omitted in computing the amount of the taxpayer’s loss for purposes 
of determining whether he has a loss in excess of $50, 000. Moreover, 
these deductions are to be allowed even if the taxpayer’s losses exceed 
$50,000 a year for 5 consecutive years. This prevides the same 
treatment for these losses and expenses as is presently provided for 
nterest and taxes. 


it. Rental payments. to governmental units for use of manufacturing 
facilities (sec. 274) 
Present law exempts from Federal income-tax interest on securities 
jsstied by States and their political subdivisions as well as Territories 
nd possession of the United States. There has been a growing abuse 
of f this privilege by many local governments which issue securities to 
finance the construction of industrial buildings for lease to private 
industry, In this way the benefits of Federal tax exemption are 
diverted to private business in an attempt to attract local industry. 
Your committee has added a new provision to the code which 
dis lows deductions to private businesses for rental payments made 
o State or local governmental units for the use of property acquired 
by the governmental unit by the issuance of industrial de velopment 
revenue bonds after January 21, 1954. Industrial development 
revenue bonds are those issued to finance the acquisition of a real- 
estate improvement which is to be used to any substantial extent by 
private business for manufacturing purposes and which do not pledge 
the full faith and credit of the issuing authority for the payment of 
principal and interest. 
This provision will deny the benefits of tax exemption to private 
industry without impairing the longstanding privilege of State and 
local governments to issue tax-free obligations. 


XII. Corporate DistrisutTions AND ADJUSTMENTS 


Existing law with respect to corporate distributions, liquidations, 
mergers, consolidations, separations and other transactions is so con- 
fused that taxpayers cannot plan transactions with any degree of 
certainty. Administration of the law by the Internal Revenue Serv- 
ice has been made correspondingly difficult. Im many cases tax- 
payers and the Government can ascertain the tax consequences of 
these transactions only after protracted and expensive litigation. 

With respect to stock dividends, for example, the simple rule of 
Kisner v. Macomber (352 U. S. 189) has been subject to so many re- 
strictive judicial and administrative interpretations, and the pro- 





34 INTERNAL REVENUE CODE OF 1954 


portionate interest test has been so refined by a series of court decisions 
and administrative rulings that, in many cases, it is virtually impos- 
sible to ascertain the taxability of a stock dividend. 

The present tax treatment of corporate liquidations is similarly 
uncertain and contains a multiplicity of statutory provisions which, 
while providing numerous traps for the unwary, offer the possibility 
of tax avoidance. The result has been in many, cases to tax liquida- 
tions undertaken merely to simplify corporate structure and increase 
business efficiency while at the same time such devices as collapsible 
corporations have been successful in avoiding taxes. 

When the sections relating to corporate reorganizations and other 
intercorporate transactions were first adopted in the Revenue Acts of 
1921 and 1924 (and revised in 1934), it was thought that they would 
provide certainty and would eliminate many of the difficulties arising 
from the taxation of paper profits under the earlier acts. However, 
with the increasing complexity of business transactions they have 
proved to be inadequate. The result has been that court decisions 
and administrative interpretations have sought to supply rules where 
no specific statutory guides exist. These interpretations and decisions 
are often inconsistent. As a consequence numerous business reorgani- 
zations cannot be carried out with certainty and many worthwhile 
simplifications of corporate structure and other changes in corporate 
form which would greatly increase the efficiency of the enterprise in 
question have had to be abandoned. 

Your committee has carefully considered existing law with respect 
to all of these corporate and intercorporate transactions. As a re- 
sult your committee’s bill represents a complete structural overhaul 
of existing law in this area. Your committee’s bill has had three 
basic objectives. First, it has endeavored to make existing law more 
certain by redrafting existing provisions so as to clarify their mean- 
ing, and by supplying statutory provisions where none now exist. 
Second, your committee’s bill is designed to provide for nonrecogni- 
tion of gain or loss in cases which involve a mere rearrangement of 
the corporate structure or other shifts in the form of the corporate 
enterprise which do not involve any distribution of corporate assets 
to shareholders. ‘These provisions, like those in existing law, are 
designed to insure that the full tax will be imposed through the opera- 
tion of the basis provisions when there is such a realization. Third, 
your committee’s bill is designed to make impossible a number of tax 
avoidance devices which exist under the present statute and have 
received the sanction of court decisions. 

Because of these objectives your committee’s bill is considerably 
more detailed than the existing code. As a result of the complexity 
of the transactions involved, statutory brevity is to a large extent 
incompatible with clarity in this area. However, by codifying nu- 
merous judicial and administrative decisions and by replacing many 
others by clear statutory provisions your committee’s bill represents 
a real simplification of existing law. 

Your committee believes that the accomplishment of objectives 
sought in this area is of significance to the future growth of our econ- 
omy. It believes that existing law has seriously impeded the efficiency 
of many business enterprises. Furthermore, it believes that the time 
has come to recognize the fact that the tax avoidance devices which 
are available to certain corporations and their shareholders, particu- 








se 


er 
of 
ld 
g 
r, 
ve 
ns 
re 
ns 
i= 








INTERNAL REVENUE CODE OF 1954 35 


larly in the case of closely held corporations, cause a loss m revenue 
whieh is becoming progressively more important as they become 
judicially sanctioned and more widely known. 


A. Corporate distributions (secs. 8301-312) 


(1) Distributions of stock, stock rights, and securities—Your eom- 
mittee’s policy is implemented by allowing the distribution, or 
exchange, of equity interests in a corpor: ition to the greatest extent 
possible, As long as a shareholder’s interest remains in corporate 
solution, there is no appropriate occasion for the imposition of a tax. 
Accordingly, the general rule is that no tax is imposed upon the dis- 
tribution of stock rights and stock dividends or upon exchanges of 
stock pursuant to readjustments of the corporate structure without 
regard to whether or not a particular shareholder’s proportionate 
interest in the continuing business has varied. In addition, stock of 
a subsidiary if distributed will be subject to the same rules although its 
subsequent disposition may give rise to ordinary income in accordance 
with the rules later described. (See C, below.) 

Your committee has provided a rule to eliminate the necessity under 
present law of making negligible basis allocations between stock and 
stock rights issued on such ‘stock. Under this rule the basis of the 
rights w “ill be zero unless the taxpayer elects to allocate or unless the 
value of the right is 15 percent of more of the value of the stock at the 
time of distribution, in which event the allocation must be made. 

Consistent with this policy with respect to tax-free stock distribu- 
tions, a rule is adopted by your committee also to allow securities to 
be exchanged for other securities whether in a recapitalization or 
other readjustment of the corporate structure. Accordingly, your 
committee has followed and expanded the principles expressed ji in the 
decision in Commissioner v. Neustadt’s Trust (131 F. 2d 528) so that 
under the bill no gain or loss is recognized with respect to any exchanges 
of securities by a security holder. However, where securities are 
received by a shareholder in a greater principal amount than the 
securities surrendered, if any, tax-avoidance possibilities require that 
a tax shall be imposed to the extent of the differences in principal 
amounts as if there had been a property distribution. 

(2) Redemptions of stock—Under present law it is not clear when a 
stock redemption results in capital gain or ordinary inconre. Some 
courts have held that a distribution disproportionate to the share- 
holder’s ownership of common stock in the corporation results in 
capital-gains treatment. Other courts have required, in addition, a 
contraction of the business for such treatment. In general, because 
of the considerable confusion which exists in this area, taxpayers have 
been faced with potential dividend-tax lability in many cases where 
such result is unwarranted, and in other cases have avoided such lia- 
bility where the redemption was the equivalent of a dividend. 

Your committee’s bill sets forth definite conditions under which 
stock may be redeemed at capital-gain rates. In general, these include 
redemptions to pay death taxes, complete liquidations, partial liquida- 
tions (defined to insure a definite corporate contraction), and redemp- 
tions by a shareholder holding less than 1 percent of the common 
stock. In addition, your committee has defined when a substantially 
disproportionate redemption of a shareholder’s stock will qualify so 
as not to be taxable as a dividend; namely, that a particular share- 
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holder’s holdings of participating stock after the distribution be less 
than 80 percent of his holdings before the distribution. 

A distribution in complete redemption of a shareholder’s stock will 
also result in capital gain. ‘To prevent evasion of the complete re- 
demption test a shareholder is considered as owning stock held by 
members of his immediate family, or by partnerships, corporations 
and trusts which he controls. At the present time a possible oppor- 
tunity for tax avoidance results where redemptions are effected in the 
case of family-owned corporations. ‘To prevent tax avoidance, but 
at the same time to provide definitive rules for the guidance of tax- 
payers, your committee has provided precise standards whereby under 
specific circumstances, a shareholder may be considered as owning 
stock held by members of his immediate family (or by partnerships, 
corporations, or trusts which he controls). 

The rules of family ownership will not apply if the shareholder 
completely terminates his interest in the corporation and does not 
reacquire, other than by bequest or inheritance, an interest (other than 
an interest as a creditor), for a period of 10 years thereafter. How- 
ever, such a shareholder may not have made or received a gift of stock 
of the corporation, to or from his wife, for example, within 10 years 
prior to the distribution. If any interest is reacquired by a share- 
holder within the prohibited period, an additional tax may be recovered 
as if the original distribution had been a dividend. Thus, modified, 
the family attribution rules will be applied to insure a bona fide 
severance of a particular shareholder’s interst in an enterprise without 
applying where there is no purpose of tax avoidance. 

In recent years, a mechanism known as the “preferred stock bailout” 
for attempting to withdraw earnings from a corporation at rates appli- 
cable to capital gains, rather than those applicable to dividends, has 
developed. ‘The shareholders, usually of a closely held corporation, 
cause a dividend in preferred stock on their holdings of common to 
be declared. ‘This dividend stock is then sold. Although it may be 
subject to immediate redemption from the purchaser, such a trans- 
action has been held to give rise to only a capital gains tax on the 
shareholders at the time of sale (Chamberlin v. Commissioner (207 
Fed. 2d 462)). 

In order to eliminate the use of the preferred stock bailout, your 
committee proposes to impose a tax at the corporate level at the time 
any such dividend stock is redeemed within 10 years from its date of 
issuance. This tax would amount to 85 percent of the amount paid 
out in redemption of nonparticipating stock. Your committee’s bill 
imposes the tax at the corporate, rather than at the shareholder, level 
since it is less complex to administer such a tax by a check on the 
corporate books than to attempt to trace sales of stock. 

Your committee has retained and broadened existing provisions 
of law insuring that stock of certain corporations may be retained to 
pay death taxes free of any dividend liability. This treatment fur- 
thers your committee’s policy of preventing the forced sale of family- 


held businesses to large corporate enterprises solely because of the 
combined impact of estate and income taxes. Experience since 
enactment of the existing provisions has proven that hardship mry 
still exist because of the unduly restrictive nature of the operations 
of this provision. 
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Accordingly, the application of this provision has been broadened 
to allow stock to be redeemed where it not only constitutes 35 percent 
of the value of the gross estate but also if it constitutes 50 percent of 
the value of the net estate. Thus, the marital deduction allowed for 
estate tax purposes will not preclude the availability of this special 
redemption provision. 

The provision has also been broadened by (1) including funeral and 
administration expenses as one of the purposes for which stock may 
be redeemed, (2) extending the time for redemption to 60 days after a 
decision of the Tax Court conc erning the estate tax liability has 
ped ome final, and (3) allowing stock of two or more corporations to 
be redeemed if certain tests are met. 

While your committee has retained the provision of existing law 
which prevents tax avoidance where a subsidiary corporation | pur- 
chases stock in its parent from the shareholders of the parent, there 
has come to the attention of your committee an area of possible tax 
avoidance by the use of substantially the same device. ‘This involves 
sales of stock between corporations owned by the same interests. 
Thus, an individual owning all of the stock of two corporations may 
sell stock of one to the other. Under these circumstanc es, your 
committee has provided that where the effect of the sale is in reality 
the distribution of a dividend, such sale will be taxed as such. 

(3) Current distributions to sharcholders and effect on earnings and 
profit.—In general, the rules of present law are retained with respect 
to current distributions by a corporation to its shareholders. Thus, 
the amount of a distribution is the amount of money or the fair 
market value of any securities or property distributed and as under 
present law, a shareholder, other than a corporation, is taxed at 
ordinary inceme rates on the fair market value of property distributed 
to the extent of the earnings and profits of the distributing corporation. 
Similarly, to the extent the distribution is not out of earnings and 
profits, it reduces the basis of the stock on which the distribution is 
made and any excess is taxable at capital gain rate. 

The bill incorporates in the statute a rule derived from the Supreme 
Court decision in General Utilities & Operating Co. v. Helvering (296 
U. S. 200) that a corporation does not realize gain by reason of a 
distribution of its property even though the value of the property 
distributed may exceed its cost to the corporation. ‘Two exceptions 
are made to this general rule, however, in order to preclude the use of 
avoidance devices under existing law. The first of these concerns 
distributions of LIFO inventory. In such cases, the amount of tex 
temporarily deferred under the LIFO method of accounting will be 
paid by the corporation if the inventory is distributed in kind to 
shareholders. ‘The second exception imposes a tax where property 
distributed is subject to a liability in excess of its cost to the corpora- 
tion, 

Under your committee’s bill, the adjustments to the earnings and 
profits of the distributing corporation to be made where there is a 
distribution of property will, for the first time, be set forth in the 
statute. Under the bill, the adjustment will be the cost to the cor- 
poration of the property distributed. If, however, the corporation 
distributes inventory assets, its earnings and profits. will be increased 
by the excess of the fair market value of their cost and then decreased 
on distribution by the value of the inventory. While the net effect 
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is to reduce the earnings and profits of the corporation by its invest- 
ment in the inventory, this prevision insures that the shareholder 
will always pay a tax on the value of the inventory thus preventing 
an avoidance device existing under present law. It may be noted 
that this is part of your committee’s solution to the problem of the 
collapsible corporation, discussed generally elsewhere. 

While your committee has retained the rules of existing law relating 
to the effect on earnings and profits where there are tax-free distribu- 
tions and where there are distributions out of increase in value of 

roperty accrued before March 1, 1913, an additional rule has also 
Ceea supplied in order to determine the manner in which earnings and 
profits shall be allocated where there is a partial liquidation, a corporate 
separation, or a redemption. 


B. Liquidations (secs. 331-336) 


Under existing law, the tax consequences of a corporate liquidation 
may vary with the statutory provision under which it is effected. 
Your committee has combined these provisions into one set of rules 
of general application. 

(1) General rules —Your committee’s liquidation rules conform to 
its policy of not imposing a tax until there has been an economic 
realization of gain. Accordingly, unrealized appreciation in the value 
of property received upon the liquidation of a corporation will not be 
taxed to the shareholder or the corporation. At the same time, if 
the value of any property received in the liquidation is less than the 
shareholder’s cost of his stock in the corporation, a deduction for a 
capital loss will be allowed to the shareholder. Moreover, under the 
bill, a shareholder will in general be permitted to receive the purchase 
— for his stock as his basis for the assets distributed to him in 
iquidation irrespective of the assets’ cost to the corporation. In 
this respect, the principle of Kimbell-Diamond Milling Co. (187 I. 
2d 718) is effectuated. 

These rules, together with your committee’s rules relating to basis 
of property received on liquidation, make impossible the device under 
existing law whereby assets with a low basis to the corporation, but 
with a high market value, may be distributed to the shareholders at 
capital gains rates and thereby receive a basis increased to fair market 
value for the purpose of depreciation deductions. 

(2) Collapsible corporations.—A new approach has been adopted for 
the tax treatment of corporations which manufacture property and 
are immediately liquidated in order that the imposition of a tax at 
the corporate level may be avoided. Since the tax avoided is ordi- 
narily a tax at the rates applicable to ordinary income, your committee 
will preserve this tax at either the corporate or shareholder level. In 
order to accomplish this result, inventory assets (defined to include 
certain depreciable business property and rights to future income) 
which have appreciated in value will retain the basis in the hands of 
the distributee which such assets had in the hands of the liquidating 
corporation. This will insure recovery on subsequent disposition by 
the recipient of a tax measured by the cost of the property constructed. 

(3) Court Holding Company.—Y our committee’s bill eliminates ques- 
tions arising as a result of the necessity of determining whether 
corporation in process of liquidating made a sale of assets or whether 
the shareholder receiving the assets made the sale. Compare Com- 
missioner v. Court Holding Company (324 U. S. 331), with U. S. v. 
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Cumberland Publie Service Company (338 U.S. 451). This last decision 
indicates that if the distributee actually makes the sale after receipt 
of the property then there will be no tax on the sale at the corporate 
level. In order to eliminate questions resulting only from formalities, 
your committee has provided that if a corporation in process of liqui- 
dation sells assets there will be no tax at the corporate level, but any 
rain realized will be taxed to the distributee-shareholder, as ordinary 
income or capital gain depending on the character of the asset sold. 


C. Corporate reorganizations, acquisitions, separations and insolvency 
reorganizations (secs. 351-373) 

Your committee has revised existing law in conformity with its 
objective of making it sufficiently definite to permit taxpayers to 
ascertain in advance the tax consequences of their actions. Your 
committee’s bill is designed to insure that the same tax consequences 
result from the different types of transactions which are available to 
accomplish substantially the same result. ‘This correlation is impor- 
tant not only because it promotes clarity and certainty in the law 
but also because it insures that taxpayers cannot, by choosing the type 
of transaction, in effect choose the type of tax for which they are 
liable. Thus, for example, such essentially similar transactions, as 
spinoffs and splitups are subjected to the same statutory rules. 

Under existing law relating to corporate organizations, the interest 
of the shareholders or securityholders in the corporation after the 
transfer must be in substantially the same proportion as their res- 
pective interests in the property transferred in order to avoid recog- 
nition of gain or loss on the entire transfer. Inasmuch as it is often 
impossible accurately to value the property transferred this require- 
ment has resulted in great uncertainty which has been compounded 
by disagreement among the courts as to the proper rule applicable 
to determine the disproportion. Your committee’s bill eliminates 
this requirement. However, any substantial disproportion resulting 
in a shift of interest between the persons contributing money or other 
property will be subject to tax either as a gift or as compensation, 
as the facts of the case may indicate. 

Your committee’s bill in its provisions dealing with mergers and 
consolidations takes cognizance for the first time of the fact that such 
transactions between publicly held corporations are often quite dif- 
ferent in substance from those involving closely held corporations. 

Publicly held corporations usually have a corporate existence sepa- 
rate from that of their shareholders and as a rule do not merge or con- 
solidate with a view to the tax advantages which may result therefrom 
at the shareholder level. There is ample evidence, however, that 
closely held corporations may undertake these transactions solely in 
the hope of distributing earnings to shareholders at capital gains rates. 
Accordingly, your committee’s bill makes a distinction in the require- 
ments applicable to the determination of whether gain or loss shall 
be recognized between transactions involving only publicly held cor- 

orations on the one hand and closely held corporations on the other. 

he relatively unrestrictive requirement of existing law that there be 
merely a statutory merger or consolidation in order to preclude recogni- 
tion of gain or loss is in substance retained for transactions involving 
only publicly held corporations. The only new requirement is that 
shares of the corporation being merged into or consolidated with such 
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other corporation be exchanged for shares in the surviving corporation 
in a number not less than that required by existing law to approve the 
transaction. Under the bill, a corporation will be considered to be 
publicly held unless 10 or fewer shareholders own more than 50 percent 
of its stock, ownership being determined with the application of the 
family attribution rules. 

In the case of transactions involving corporations, other than pub- 
licly held corporations, mere compliance with corporation statutes 
providing for mergers or consolidations will not be sufficient to effect 
nonrecognition of gain or loss. Your committee’s bill imposes statu- 
tory safeguards in the case of such corporations, the most important 
of which are that the transferor corporation must liquidate in the 
case of corporate acquisitions of property and that, in the case of both 
corporate acquisitions of property and corporate acquisitions of stock, 
the shareholders of the transferor corporation must receive at least 20 
percent of the participating stock of the acquiring corporation. Your 
committee eliminates the technical requirements of existing law that 
the corporation cannot acquire assets in a merger in exchange for the 
stock of its parent thus overruling Groman v. Commissioner (302 
U. S. 82) and Helvering v. Bashford (302 U.S. 454) and that share- 
holders of the acquired corporation receive only voting (as opposed to 
nonvoting) common stock. 

Your committee’s bill continues existing law by permitting a cor- 
poration to distribute, without immediate tax, stock of a newly created 
subsidiary, and changes existing law by according the same treatment 
to distributions of stock of an existing subsidiary. The bill further 
changes existing law by permitting the distribution to be made to the 
shareholders of the parent non pro rata to their holdings of stock of 
the parent. Existing law is also changed in that such distribution is 
permitted without immediate tax even though the subsidiary is an 
inactive corporation which receives all of its income from investments, 
However, a new and effective safeguard to preclude the transformation 
of ordinary income into capital gains is contained in the requirement 
of your committee’s bill that any disposition of such stock (within 10 
years of its receipt) by the shareholder or his donee or any distribution 
with respect to such stock (including a liquidation of the corporation) 
will give rise to ordinary income consequences. The one exception 
to this rule is where the stock is redeemed to pay death taxes. 

Your committee’s bill retains the substance of the basis provisions 
of existing law except that the basis provisions relating to the cor- 
porate acquisitions of stock have been correlated with those relating 
to corporate acquisitions of property. 

Your committee’s bill contains additional safeguards against tax 
avoidance not found in existing law. It imposes a tax when property 
subject to liability in excess of its basis is transferred to a controlled 
corporation. It also contains a specific provision designed to make 
impossible the withdrawal of corporate earnings at capital-gains rates 
through the device of liquidating the corporation and reincorporating 
the business assets, a device which has been sanctioned by certain 
courts under existing law. 

Your committee’s bill continues existing law with respect to insol- 
vency reorganizations. 

The determination of the tax treatment of transactions of the types 
described in subchapter C of the bill carried out prior to the effective 
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date thereof is to be made as if the bill had not been enacted and 
without inference drawn from the fact that the amendments made 
therein are not made expressly applicable to prior taxable years in 
which transactions of these types may have been effected. The pro- 
visions in your committee’s bill are not intended to disturb the deter- 
mination in present litigation of a rule of existing law. 


D. Carryovers to successor corporations (sec. 381) 


Present law makes no provision for the transfer from one corporation 
to another, in a tax-free merger or consolidation, of the major tax 
benefits, privileges, elective rights and obligations which were avail- 
able to the predecessor. These include such items as loss carryovers, 
unamortized bond discount, installment sales reporting, Lifo inventory 
method, ete. The courts have held, in general, that such tax attri- 
butes of a corporation may be preserved only by continuing the 
corporation’s identity. For example, the surviving corporation in a 
merger is generally entitled only to the tax attributes frem its own 
premerger experience and not from the experience of the other corpo- 
rations merged. More recently, however, this separate entity rule 
appears not to have been followed. 

As a result, present practice rests on court-made law which is 
uncertain and frequently contradictory. Moreover, whether or not 
the carryover is allowed should be based upon economic realities 
rather than upon such artificialities as the legal form of the reor- 
ganization. 

The bill provides for the carryover of about 16 specific tax attributes 
or items from one corporation to another in certain tax-free reorganiza- 
tions. Under this provision, a corporation which acquires substan- 
tially all the property of another corporation in a tax-free transfer is 
to take inte its accounts certain specified items of the distributer or 
transferor corporation. The principal items are loss carryovers, earn- 
ings and profits, and certain elections, such as those relating to 
LIFO inventory accounting and those relating to the use of the 
special declining balance depreciation method. No provision is made 
for the apportionment of such items in the case of split-ups, spin-offs, 
er other divisive reorganizations. 

The new rules enable the successor corporation to step into the 
“tax shoes’ of its predecessor corporation without necessarily con- 
forming to artificial legal requirements which now exist under court- 
made law. Tax results of reorganizations are thereby made to depend 
less upon the form of the transaction than upon the economie integra- 
tion of two or more separate businesses into a unified business enter- 
prise. At the same time the new provision makes it difficult to escape 
the tax consequences of the law by means of a legal artifice such as 
liquidation and reincorporation or merger into another corporation. 


E. Special limitation on net operating loss carryover (sec. 382) 


Under present law where a controlling interest in a corporation is 
acquired for the purpose of avoiding or evading tax liabilities the 
Internal Revenue Service may disallow the benefits of a deduction, 
credit, or allowance which would otherwise be enjoyed by the acquir- 
ing person or corporation. This provision has cenieel, ineffectual, 
however, because of the necessity of proving that tax avoidance. was 
the primary purpose of the transaction. It has also been so uncertain 
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in its effects as to place a premium on litigation and a damper on valid 
business transactions. 

The committee added a provision designed to limit undue tax bene- 
fits of this character by restricting the amount of net operating loss 
carryover which may be deducted where 50 percent er more of the 
participating interest in a corporation was acquired by new owners. 
In such cases the net operating loss carryover to the current and subse- 
quent taxable years is to be reduced by the percentage of new owner- 
ship acquired either by purchase or by decrease in the participating 
stock outstanding. This provision does not apply to publicly held 
corporations. 

This special limitation on net operating loss carryovers provides an 
objective standard governing the availability of a major tax benefit 
which has been abused through trafficking in corporations with oper- 
ating loss carryovers, the tax benefits of which are exploited by persons 
other than those who incurred the loss. It treats a business which 
experiences a substantial change in its ownership, to the extent of 
such change, as a new entity for such tax purposes. 


XIII. Pension, Prorit-SHarina, AND Stocx-Bonus PLANs 


The bill continues the present policy of granting tax advantages to 
encourage the growth of qualified pension, profit-sharing, and stock- 
bonus plans. Contributions made by employers to qualified plans 
continue to be deductible at the time they are made. The earnings 
of qualified trusts which are established to administer the plans are 
exempt from tax except for unrelated business income. Moreover, 
as under present law, employees covered under qualified plans are 
not taxed on contributions made for them by their employers until 
they receive the benefits. 

Because of the uncertainties in the present law, however, taxpayers 
generally can ascertain whether their plans qualify for the special tax 
treatment only by securing a ruling from the Internal Revenue 
Service based on their individual circumstances. Your committee’s 
bill simplifies the pertinent provisions and provides more precise 
rules to minimize the ambiguities and inconsistencies under present 
law. Greater flexibility is provided for the establishment of pension, 
profit-sharing, and stock-bonus plans to enable employers and employ- 
ees to adjust their plans to their individual needs. At the same time, 
adequate safeguards have been provided and in some areas the new 
rules are more strict than present law. 


A. Tax treatment of employees receiving benefits (secs. 401, 402) 

As under present law, the bill provides that employees are not to be 
taxed on contributions made by employers on their behalf either in 
the form of payments to a qualified trust or as premiums under a 
qualified insured plan. Covered individuals would be taxed on bene- 
fits as they receive them, to the extent that such benefits exceed their 
own contributions. The annuity rule would be used to determine tlie 
taxable and nontaxable portions of the benefit. 

Under present law, the tax treatment of employees under non- 
qualified plans varies according to the rights of the employee under 
the plen. If the covered employee has nonforfeitable rights, he is 
taxed on the contribution at the time it is made. If the employee's 
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rights under the plan are forfeitable, he is not taxed until he actually 
receives a benefit. Your committee’s bill provides that employees 
covered by nonqualified plans (including deferred compensation con- 
tracts) are to be taxed only on the receipt of benefits. 

Under present law, lump-sum distributions paid under qualified 
trusteed plans because of separation from service are treated as long- 
term capital gains. However, similar distributions from insured 
plans are taxed as ordinary income. Moreover, regardless of the type 
of plan, lump-sum distributions to beneficiaries of covered individuals 
who die after terminating their employment are not entitled to capital 
gains treatment. This has resulted in considerable inequities and 
hardship. ‘To grant equal tax treatment, your committee’s bill pro- 
vides long-term capital gains treatment for lump-sum distributions 
from both trusteed and insured plans if they are qualified, which are 
made either because of separation from service or because of the death 
of the covered individual after retirement. 


B. Tax treatment of payments by an employer (sec. 403) 

Subject to limitations, employers under present law may take 
deductions for payments to a qualified stock bonus, pension, er profit- 
sharing trust or plan at the time the contributions are made. The 
provisions in the bill retain this treatment for payments to qualified 
trusts or plans although some changes are made in the limitations on 
these deductions. The more important of these are summarized 
below: 

(1) At present, employer deductions to qualified pension plans 
are generally limited to 5 percent of the wages and salaries of 
covered employees, although greater deductions may be taken if 
substantiated by the actuarial cost of the plan. The bill raises 
the allowable deduction to 10 percent of the wages and salaries of 
the covered employees, with greater deductions allowable if they 
can be substantiated on the grounds of actuarial cost. However, 
after past service costs have been met, deductions are limited to 
current normal costs. 

(2) In the case of profit-sharing plans under present law, it is 
possible to obtain a deduction for the purchase of retirement 
annuities only if purchased through a trust. The committee 
provision permits deductions for these amounts even though not 
purchased through a trust, if purchased under a qualified plan. 

(3) The committee provisions permit affiliated corporations to 
act as a unit in making deductible contributions under profit- 
sharing plans. Present law forbids deductions for contributions 
with respect to employees of any company in the group which has 
lost money (and has no accumulated earnings). The committee 
provision would permit deductions for contributions for these 
employees if the group as a whole has income (or accumulated 
earnings). 

Under present law, the tax treatment of employers under non- 
qualified plans varies according to the rights of the employees under 
the plan. If the covered employee has nonforfeitable rights, the 
employer receives a deduction for his contribution at the time it is 
made. If the employee’s rights under the plan are forfeitable, the 
employer never receives a deduction for his contribution. Your 
coramittee’s bill grants the employer a deduction for contributions to 
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nonqualified plans (including deferred compensation contracts) but 
defers the taking of the deduction until the time the funds are paid 
or made available to the employee. The employer cannot take a 
deduction when he makes his contribution unless the benefits are 
immediately paid to the employee. 

C. Requirements for qualified plans (sec. 501 (e)) 

As under present law the tax advantages accruing from qualification 
are limited to plans whose capital and income are used solely for the 
benefit of employees or their beneficiaries. 

A qualified plan must be nondiscriminatory. Present law considers 
a plan to meet the coverage requirements for nondiscrimination if it 
either (1) covers 56 percent of the employees (i. e. if 70 percent of the 
employees are eligible to participate and if 80 percent of those eligible 
actually participate) or (2) establishes classifications for coverave 
which are determined by the Commissioner of Internal Revenue to be 
nondiscriminatory in favor of shareholders, officers, supervisory per- 
sonnel or highly paid employees. The latter option, which has no 
percentage requirement regarding the number of employees which 
must be covered, accounts for almost all of the plans which presently 
do qualify. 

The coverage requirements adopted by your committee are more 
specific and more liberal than the present requirements but are care- 
fully limited to prevent discrimination. The following are examples 
of nondiscriminatory categories of employees which an employer may 
use in setting up 4 pension, profit-sharing, or stock-benus plans: 

(1) Employees compensated on an hourly basis. 

(2) Employees compensated on a salary basis. 

(3) Employees who have been employed for a minimum period 
not exceeding 5 years. 

(4) Employees whose annual compensation exceeds a specified 
amount not greater than $4,000. 

(5) Employees who have reached 35 years of age or any lesser 
age. 

(6) Employees employed in a designated plant, division, de- 
partment, or other operating unit of the employer. 

However, nondiscriminatory plans are not limited to these classifi- 
cations and the employer may establish other nondiscriminatory 
classifications including combinations of these six categories. 

Plans may also not discriminate in favor of shareholders or key em- 

loyees. A plan is considered to discriminate in favor of stockholders 
if more than 30 percent of the funds are used for stockholder benefits. 
For this purpose, an employee is considered to be a stockholder if he 
owns 10 percent or more of the company’s stock (ineluding stock held 
by close relatives). A plan is considered to discriminate in favor of 
key enpenees if more than 10 percent of the participants of the plan 
are in this category. Key employees are the 10 percent in the highest 


pay brackets (but not more than the 100 highest paid). 

owever, regardless of the number of key employees covered, 

plan will not be considered discriminatory if it covers 25 percent or 

more of all employees but not less than 10 employees (if there are less 

than 20 employees the plan will not be considered discriminatory if it 

covers 50 ve of the employees). An employee is to be counted 
for qualification purposes only if he would be entitled to 
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benefits if he continued to work for the firm at his current salary until 
retirement. ‘This is to preveut plans from meeting the coverage re- 
quirements by extending nominal coverage to employees who will not 
be eligible for benefits. Under the so-called mtegration rules in 
present law, employees earning less than $3,600 a year may be counted 
as covered even though benefits are given only to those earning more 
than $3,600 a year. 

Under the bill certain requirements must also be met as to non- 
discriminatory conditions within the covered group. For pension or 
annuity plans the ratio of contributions and benefits to wages or 
salaries must not be higher for a high-paid employee than a low-paid 
employee, except that the first $4,000 of wages paid (approximating 
social-security coverage) can be ignored in establishing the benefits. 
This eliminates the complex problems encountered under present law 
in combining the private benefits with social-security benefits under 
the so-called integration rules. 

For profit-sharing or stock-bonus plans 75 percent of the employer’s 
contributions must be allocated to employees on the basis of their 
total compensation, imcluding the first $4,000 of earnings. The re- 
maining 25 percent of the contributions, in order to leave flexibility to 
increase-work incentives, may be allocated as the employer sees fit. 
However, the contributions made on behalf of any employee cannot 
be more than twice as high a portion of wages as contributions for 
any other employee. 

Certain restrictions presently imposed by regulations are also 
removed. ‘To qualify a plan need not use a definite, predetermined 
formula; benefits for beneficiaries may be restricted to the employee’s 
close relatives; and in the case of a profit-sharing plan amounts 
contributed by the employer may be in excess of current earnings if 
accumulated earnings are sufficient to cover the contributions. 

Despite the new qualifications described above a pension trust will 
be considered as qualified if it already has qualified under existing law. 


D. Taz treatment of an employee's exempt trust (secs. 501 (a), 503-506, 
611-515) 


Under your committee’s bill, qualified pension trusts are treated 
in the same manner as tax-exempt educational foundations under 
present law. While the income of these trusts generally will be exempt, 
a tax is to be imposed on “unrelated business income’ derived from 
the active conduct of a business or from rental income from certain 
lease arrangements, ‘This is provided in order to place trusts engaging 
in these activities on the same tax basis as business competitors. 
Also, the exempt status of such trusts may be removed if they engage 
in certain “prohibited transactions,” such as making loans to the 
employer creating the trust without adequate security aud a reasonable 
rate of interest. 

In addition, certain restrictions are placed on the investments of the 
trusts. ‘To insure diversification in the investment of funds and to 
protect the interests of covered employees, the trust’s investments 
in securities of any one company may not exceed 5 percent of the value 
of the assets of the trust or more than 10 percent of the voting power of 
the stock of the company. ‘The first of these restrictions also applies 
to parcels of real estate. 
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These investment restrictions do not apply to existing investments, 
to investments in the employer corporation (or its parent or sub- 
sidiaries), to annuity or retirement-income contracts, to Government 
securities, to cash items, or to investments in regulated investment 
companies. 

The income of a trust not qualified or not meeting the investment 
restrictions or which engages in certain prohibited transactions is 
fully subject to tax. 


XIV. Emptoyrer Srock Oprions (sec. 421) 


The revenue bill of 1950 established a new set of rules for the tax 
treatment of certain employee stoek options. As a result of this aet 
“restricted stock options” can be used as incentive devices by corpora- 
tions who wish to attract new management, to convert their officers 
into “partners” by giving them a stake in the business, to retain the. 
services of executives who might otherwise leave, or to give their 
employees generally a more direct interest in the success of the corpora- 
tion. When an option qualifies as a “restricted stock option” no tax 
is imposed at the time the option is granted or exercised. Instead the 
tax is deferred until the stock is sold and at that time if certain condi- 
tions are met any gain realized is a capital gain. 

Before the Revenue Act of 1950, the Internal Revenue Service held 
that the employee was taxable at the time he exercised the option and 
at that time had ordinary income to the extent the difference between 
the market value of the stock at the time of exercise and the purchase 
price of the stock under the option. This rule still applies for com- 
pensatory options which do not meet the qualifications of a 
“restricted stock option.” 

The bill retains the present “restricted stock option’ provision but 
makes certain changes to eliminate ambiguities, to provide more 
definite rules with respect. to problems raised since this provision was 
first enacted and to further the use of stock options as incentive 
devices. 

Under present law the tax treatment of the exercise of a “restricted 
stock option” after the death of an employee is not provided for even 
though “restricted stock options” are transferable by will. Your 
committee believes that the untimely death of an employee should 
not penalize his estate or beneficiaries by denying an option the 
status of a “restricted stock option” merely because of the employee's 
death. For that reason the bill provides that the exercise of “re- 
stricted stock options” by the estate or beneficiary of a deceased 
employee is to have the same tax effect as if the employee had exer- 
cised the option. In addition, the estate tax attributable to the inclu- 
sion of the option in the decedent’s estate is to be allowed as a deduc- 
tion for income tax purposes in the year in which the estate or bene- 
ficiary has an increased income as a result of disposing of the stock 
acquired under the option. 

further clarification provides that variable price options may 
qualify as “restricted stock options.” A variable price option is an 
option in which the price to be paid by the employee for the stock is 
determined by reference to the market value of the stock, for example, 
an option permitting an employee to oo stock at 85 percent of 
the value of the stock. The variable price option was not easily 
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adaptable to the statutory language of present law because the 
existing provision appears applicable only to an option which stipu- 
lated its option price in dollars and cents. Your committee believes 
that variable price options should be able to qualify as “restricted stock 
options” since they are widely used by corporations to encourage the 
interests of their employees in the affairs of their business. The bill 
provides that. these options are to qualify as restricted stock options 
if the option price is within 85 percent of the value of the stock at the 
time the option was granted, and the other qualifications of restricted 
stock options are met. 

Under present law if the employer corporation is reorganized in a 
tax-free reorganization and the employee foe not exercised his option, 
it is not clear as to whether the employee still has a “restricted stock 
option.” On the other hand, the rights of employees who have 
exercised their “restricted stock options” are protected. The bill 
preserves the rights of the employee holding an unexercised restricted 
stock option since the reorganization of an employer corporation is 
not an event which the employee can control. 

The bill also provides that changes in the terms of a restricted stock 
option, exercisable over a period of 10 years or less, which are attrib- 
utable to the reorganization of the employer corporation are not to be 
considered a modification requiring a new option price. Also, any 
changes in the terms of an option exercisable over a period of 10 
years or less, which do not benefit the employee, are not to be con- 
sidered a modification requiring a new option price. Under present 
law any substantial change in the terms of the option requires a new 
option price, irrespective of whether or not the employee received an 
additional benefit. 

Your committee also provided that any options granted after the 
enactment of this bill in order to qualify as restricted stock options 
may only be exercisable over a period of 10 years or less. This 
action was taken because options granted over a longer period of time 
are almost certain to benefit the employee even if there is no action 
on his part to increase the success of his employer. 

Under present law a person who owns more than 10 percent of his 
employer corporation cannot receive a “restricted stock option.” 
This is intended to prevent abuses where the corporation is closely 
held. However, the attention of your committee has been directed 
to cases of stockholder-employees of closely held corporations who 
use stock options to retain control of their company when procuring 
outside equity financing. This use of stock options appears to be a 
legitimate business purpose and where the option price is substantially 
above the market price of the stock and the option may be exercised 
only for a limited time it would appear that the options in these cases 
are not intended as compensation. As a result the bill provides that 
if the option price at the time the option is granted is at least 110 
percent of the value of the stock at that time and the option is exer- 
cisable over a period not exceeding 5 years an employee, even though 
owning more than 10 percent of the stock of his employer, can receive 
a “restricted stock option.” 

The paren under present law relating to the acquisition or 
transfer of stock acquired under a “restricted stock option” in joint 
tenancy have been incorporated in the new law. Your committee 
believes that this is desirable in order to insure that stock acquired 
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in common-law States may be owned jointly without incurring a 
tax liability. 

Under present law when stock acquired under a “restricted stock 
option” is disposed of prior to 2 years from the date the option was 
granted or 6 months from the date the stock was acquired, the past 
returns of the employee and the employer for the year the option was 
exercised must be reopened to tax the employee and allow the em- 
ployer a deduction for any difference between the optien price and 
the price of the stock at the time the option was exercised. The bill 
provides that any necessary adjustments are to be made in the year 
the stock is sold. This eases the administrative problems presented 
by existing law. 

XV. Accountina PRovistons 


Present law provides that the net income of a taxpayer shall he 
computed in accordance with the method of accounting regularly 
employed by the taxpayer, if such method clearly reflects the income 
and the regulations state that approved standard methods of account- 
ing will ordinarily be regarded as clearly reflecting taxable income. 
Nevertheless, as a result of court decisions and rulings, there have 
developed many divergencies between the computation of income for 
tax purposes and income for business purposes as computed under 
generally accepted accounting principles. ‘The areas of difference are 
confined almost entirely to questions of when certain types of revenue 
and expenses should be taken into account in arriving at net income. 

The changes embodied in your committee’s bill are designed to bring 
the income-tax provisions of the law into harmony with generally 
accepted accounting principles, and to assure that all items of income 
and deductions are taken into account once, but only once in the 
computation of taxable income. 

A. Prepaid income (sec. 452) 

Under present law payments received in advance for the use of 
property in future years er for services to be rendered in future years 
are includible in the income of the recipient in the year they are re- 
ceived. This is true regardless of the taxpayer’s method of account- 
ing. However, well-established accounting procedure provides that 
in the case of those on an accrual accounting system payments for 
rentals, club dues, warehouse fees, and the like should be ineluded in 
income in the year in which the income is earned and in the year in 
which the related expenses are incurred. ‘This is not necessarily the 
year of receipt. 

The committee’s bill permits accrual basis taxpayers to defer the 
reporting of advance payments as income until the year, or years, in 
which, under the taxpayer’s regular method of accounting, the income 
is earned. However, it provides that the period over which the pre- 
payments may be deferred cannot exceed 5 years after the year of 
receipt. This limitation will not affect the great majority of prepay- 
ments which are earned within 5 years, but will reduce substantially 
the administrative work. 

Where amounts are received in advance and are not to be earned 
within the 5-year period, taxpayers who have so elected are to take the 
prepayments into account ratably over the period of the taxable year 
of receipt and the 5 sueceeding taxable years, With the consent ol the 
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Secretary or his delegate, however, the taxpayer may allocate the 
income in another manner. 

Where a taxpayer dies or where for any other reason, the liability 
with respect to the deferred income ceases, the prepayments not 
previously reported as income become taxable in the year in which 
such an event occurs. 

The election provided in this provision is available only with respect 
to advance payments received by a taxpayer in a taxable year begin- 
ning after to December 31, 1953. 


B. Reserves for estimated expenses (sec. 462 


Under present law deductions for expenses and losses incurred by a 
taxpayer may be taken only when all events have occurred which fix 
the fact and the amount of the taxpayer’s liability. This, in many 
cases, is at variance with generally accepted accounting principles 
which require all determinable liabilities relating to reported income 
to be taken into account. 

The committee’s bill conforms the tax treatment of expenses more 
closely to general business treatment by permitting an accrual-basis 
taxpayer to deduct reasonable additions to reserves for estimated 
expenses. ‘The expenses must be related to income taxed during the 
year (except for adjustments or corrections of previously established 
reserves) and must be allowable deductions which the Secretary or 
his delegate is satisfied can be estimated with reasonable accuracy. 
A reserve is to be considered reasonably estimated when it is based on 
reliable data or statistical experience of the taxpayer or of others in 
similar circumstances. Reserves for general contingencies, indefinite 
future losses, or for amounts in litigation do not fall in this category. 

At the end of each year these reserves are to be adjusted to reflect 
the best estimate currently available; any amount by which a reserve 
is found to be excessive is to be taken into account in the year of 
determination. 

The election to establish reserves for estimated expenses is not 
available with respect to any deduction attributable to income reported 
in a taxable year beginning before 1954, or to prepaid income which the 
taxpayer has elected to defer. 


C. Initial payment before use of installment method (sec. 453 (b)) 

Under present law, in order to use the installment method of report- 
ing income in the case of sales of real property or casual sales of personal 
property some payment must be made in the year in which the sale 
occurs. There have been many legitimate transactions which could 
not be reported under the installment method merely because there 
was no payment in the year of sale. 

Your committee’s bill provides that in the future in the case of a 
sale of real property or a casual sale of personal property there need be 
no payment made in the taxable year in which the sale occurs. 


D. Change of method from accrual to installment (sec. 453 (c)) 


Under present law a taxpayer who changes his accounting method 
from the accrual basis to the installment basis pays a double tax on 
certain income. Under the accrual method the entire profit from a 
sale is taken into account in the year of sale, regardless of when the 
collection is made. Under the installment method, the profit from a 
sale is recognized piecemeal as the cash is collected. In the early 
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years following a change from the accrual to the installment method, 
present law taxes portions of the profit realized under the installment 
method on the collection of sales despite the fact that this profit 
previously had been reported as taxable income under the accrua! 
method. 

The bill provides that a taxpayer shifting from the accrual to the 
installment method of accounting is not to be taxed twice on the same 
income. The tax attributable to an amount included in income for the 
second time is eliminated or is at least decreased to the extent of th: 
tax attributable to its inclusion under the earlier method of accounting. 


E. Other changes in methods of accounting (sec. 481) 

At present taxpayers who request permission to change their method 
of accounting (other than to the installment method), or to change the 
manner in which they compute significant items such as. inventories, 
are required to make certain adjustments in the year of the change. 
These transitional adjustments are necessary to prevent mcome and 
expenses from being reported for tax purposes more than once and to 
prevent the omission of certain income entirely. Under certain cir- 
cumstances, however, where a change in accounting method is made 
involuntarily, the courts have denied the Internal Revenue Service the 
right to require these adjustments. In other cases where the adjust- 
ments are made, the tax resulting from a “bunching” of income in the 
ypar of change is a burdensome one for the taxpayer. 

Your committee’s bill provides that the necessary transitional ad- 
justments will be made in all cases where there is a change in method 
of accounting, whether the change is voluntary or involuntary.} It 

also provides an averaging device where the taxpayer has had a east 
2 years’ experience ander the old method of accounting and where the 
transitional adjustments result in an increase in his taxable income of 
more than $3,000 in the year of change. The averaging device to be 
used provides that the tax of the person making the change is not to 
be increased by more than it would be if the net transitional adjust- 
ment were spread evenly over the year of the change and the 2 preced- 
ing years. 
F. Accrual of real property taxes (sec. 462) 

Under present law a deduction for the payment of local property 
taxes accrues upon the date when the amount and liability for the tax 
become fixed. In many jurisdictions the amount end liability for a 
property tax for the calendar year 1955 would be fixed on a date late 
i 1954 and, under court decisions, is deductible for accrual basis 
taxpayers only at that time. 

The bill provides that an accrual basis taxpayer may in the future 
accrue a real property tax ratably over the period for which the 
property tax is imposed. 

Special rules are provided to cover the transitional problems which 
may arise as a result of the change. 


G. 52- or 53-week year accounting periods (sec. 441) 


Under present law the accountin ng period used by a taxpayer in 
roneh Fe taxable income must end on the last day of a calendar 
month. TEorporations fin certain industries (e. g., retail sales, meat- 


packing, radio and vision) for business reasons close their annual 


accounting period on a particular day of the week rather than on the 
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last day of the month. The books of these orporations fre closed on 
whatever date a particular day of the week occurs for the last time in 
a calendar month (or falls nearest to the end of a calendar month). 
As a result their annual accounting periods consist of 52 weeks (364 
days) in 5 out of 6 years, and 53 weeks in the sixth year. 

Your committee bill enlarges the term “fiscal year’ to include this 
52-53-week period. This will make it possible for corporations which 
use such a period for business purposes to elect to use the same 
period in the computation of income for tax purposes. 

Special rules are provided for effective dates and for the transitional 
problems which may arise in the year of change. 


IT. Revenue effect 


It is estimated that the changes made by your committee relating 
to accounting periods and principles will decrease revenues by $45 
million in the fiscal year 1955. 


XVI. Tax-Exempr OrGAnization (Sec. 514) 


The committee has extended the unrelated business income tax to 
exempt pension, profit-sharing and stock bonus trusts. The provi- 
sions of present law relating to “prohibited transactions” and also the 
provision imposing certain limitations on accumulations on certain 
exempt organizations are also made applicable to these trusts. This is 
discussed farther under the section of this report relating to pension, 
stock bonus and profit-sharing plans. (See No. XIII (D).) Apart 
from this change, the committee made only one minor modification in 
the tax treatment of exempt organizations. 

Under the “unrelated business income’’ tax, educational, charitable 
and certain other organizations presently are subject to tax on their 
rental income derived from leases, for more than 5 years, to the extent 
of their outstanding indebtedness which was incurred to acquire or 
construct the leased property. 

It has been called to the attention, of your committee that certain 
exempt organizations have been avoiding this tax by continuous 
renewals of leases for less than 5 years. To eliminate this avoidance 
device, your committee’s bill subjects rental income to the unrelated 
business income tax in the case of these exempt organizations where 
the lease is for 5 years or less, but the same business tenant occupies 
the property for more than 5 years. However, in such cases, the tax 
is to become applicable only in the sixth year in which such a tenant 
occupied the leased property. As in the case of leases for more than 
5 years, the tax is to apply only to the extent outstanding borrowed 
funds were used to acquire or construct the leased property. 


XVII. Corporations Usep to Avorn INcomn Tax ON SHAREHOLDERS 


A. Accumulated earnings tax (secs. 531-536) 


Section 102 of existing law imposes a special tax on any corporation 
ormed or availed of for the purpose of avoiding the surtax on share- 
holders by permitting earnings or profits to accumulate in the cor- 
poration. The statute further provides that if earnings and profits 
are permitted to accumulate beyond the reasonable needs of the 
business, this fact will be considered determinative of the purpose to 
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avoid tax unless the corporation proves otherwise by the clear pre- 
ponderance of the evidence. 

Your committee has received numerous complaints that this pro- 

vision is prejudicial to small business, that it has been applied in an 
arbitrary manner in many cases, and that it is a constant threat to 
expanding business enterprises. Fear of the penalty tax is said to 
result frequently in distribution of funds needed by the corporation 
for expansion er other valid purposes. 

Your committee believes it is necessary to retain the penalty tax 
on unreasonable accumulations as a safeguard against tax avoidance. 
However, several amendments have been adopted to minimize the 
threat to corporations accumulating funds for legitimate business 
purposes and to restrict the application of the provision in the case of 
small companies. 

Burden of proof—At the present time if the Commissioner 
of Internal Revenue proposes a deficiency on the ground that the 
taxpayer has accumulated earnings and profits in excess of the reason- 
able needs of the business, the taxpayer has the burden of proof as to 
the reasonableness of the accumulation. Moreover, if earnings and 
profits are accumulated in excess of the reasonable needs of the 
business, the accumulation is deemed to be for the purposes of tax 
avoidance unless the taxpayer proves otherwise by the clear pre- 
ponderance of the evidence. 

Your committee believes that this imposition of the burden of proof 
on the taxpayer has had several undesirable consequences. ‘The poor 
record of the Government in the litigated cases in this area indicates 
that deficiencies have been asserted in many cases which were not 
adequately screened or analyzed. At the same time taxpayers were 
put to substantial expense and effort in proving that the accumulation 
was for the reasonable needs of the business. Moreover, the com- 
plaints of taxpayers that the tax is used as a threat by revenue agents to 
induce settlement on other issues appear to have a connection with the 
burden of proof which the taxpayer is required to assume. It also 
appears probable that many small taxpayers may have yielded to a 
proposed deficiency because of the expense and difficulty of litigating 
their case under the present rules. 

Under your committee’s bill, the taxpayer may, upon receipt of 
notice of a proposed deficiency with respect to the accumulated earn- 
ings tax, file a statement of the grounds (together with sufficient facts 
to apprise the Secretary or his delegate of the basis thereof) on which 
the taxpayer relies to establish the reasonableness of the accumulation. 
If the taxpayer submits such a statement within the proper time, the 
burden of proof will be upon the Government as to whether the accu- 
mulation is in excess of the reasonable needs of the business. If the 
taxpayer does not file such a statement, it must bear the burden of 
proof as under existing law. In addition, if the taxpayer presents 
grounds in its statement which are not supported by the facts in such 
statement, the burden of proof with respect to these grounds must be 
borne by the taxpayer. If the Secretary or his delegate fails to give 
the taxpayer notification prior to the issuance of a notice of deficiency, 
then the Government must bear the burden of proof even though the 
taxpayer has filed no statement. 

(2) Reasonable needs of the business —One of the principal reasons 
for confusion as to applieation of the section 102 tax has been the 
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lack of adequate standards as to what constitutes the reasonable needs 
of the business. Some of the standards informally employed in the 
past, such as the distribution of 70 percent of earnings, have been 
erroneous or irrelevant. More often, in the absence of adequate 
cuidance, revenue agents in examining cases have applied their in- 
dividual concepts as to business needs. 

As a result some improper criteria developed which have led to 
criticism of the tax on unreasonable accumulations. One such prin- 
ciple is the so-called immediacy test, under which there must be an 
immediate need for the funds in order to justify the retention of 
earnings. In some cases section 102 was applied even though the 
corporation had definite plans for expansion and the bona fides of the 
expansion program were not in question. 

In order to eliminate the immediacy test, your committee has ex- 
pressly provided in the statute that the reasonable needs of the bus- 
iness shall include the ‘‘reasonably anticipated” needs of the business. 
It is contemplated that this amendment will cover the case where 
the taxpayer has specific and definite plans for acquisition of buildings 
or equipment for use in the business. It would not apply where the 
future plans are vague and indefinite, or where execution of the plans 
is postponed indefinitely, 

The criticism has also been made that, in determining the reason- 
able needs of the business, consideration has been frequently given to 
events occurring after the close of the taxable year. Your committee 
is of the opinion that only the facts as of the close of the taxable year 
should be taken into account in determining whether an accumulation 
is reasonable. If the retention of earnings is justified as of the close 
of the taxable year, subsequent events should not be used for the 
purpose of showing that the retention was unreasonable in such year. 
However, subsequent events may be considered to determine whether 
the employee has actually consummated the plans for which the earn- 
ings were accumulated. 

Another subject of controversy in the administration of section 102 
has been the use of retained earnings for the purpose of acquiring 
another business enterprise. Under existing interpretations, retained 
earnings may be invested in a business enterprise operated directly 
by the taxpayer, but doubt exists as to the operation of such a business 
through a subsidiary corporation controlled by the taxpayer. Your 
committee is of the opinion that where the taxpayer has 80 percent 
or more of the voting stock of another corporation, the taxpayer 
should be viewed as though it engaged directly in the business of such 
other corporation. If the taxpayer’s ownership of stock is less than 
80 percent in such other corporation, a factual determination should 
be made as to whether the funds so invested are employed in a 
business operated by the taxpayer. However, the operation, through 
stock ownership of a personal holding company, an investment com- 
pany, or a corporation not engaged in the active conduct of a trade 
or business, should not provide a basis for the exclusion of the funds 
80 invested from possible application of the accumulated earnings tax. 
_ (3) Accumulated earnings credit—Under present law small corpora- 
tions are frequently unable to accumulate funds needed for expansion 
because of the threat of section 102. An analysis of section 102 de- 
ficiencies in recent years shows that a large percentage of the total 
number of deficiencies assessed and collected involved relatively small 
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corporations. A large percentage of the taxpayers in this group paid 
the proposed section 102 tax without contest. The record suggests 
that the difficulties of proof and the cost of litigation frequently preve 
to be insurmountable obstacles to the smaller companies. 

While the change in the burden of proof and clarification of criteria 
for application of “the penalty tax will be of benefit to the small com- 
panies, it also appears desirable to provide a minimum amount which 
will not be subject to the accumulated earnings tax. Under your 
committee’s bill, therefore, an accumulated earnings eredit is allowed 
for the first $30,000 of earnings and profits accumulated by the cor- 
poration. Earnings and profits in excess of $30,000 may, of course, be 
retained if held for the reasonable needs of the business. 

(4) Publicly held companies —Under present law the section 102 
tax is theoretically applicable to publicly held as well as closely held 
companies. As a practical matter, the provision has been applied 
only in cases where 50 percent or more of the stock of a corporation 
is held by a limited group. Some publicly held corporations have 
nevertheless been apprehensive of the possible application of the 
provision. 

Inasmuch as the area of tax avoidance through retention of corpo- 
rate earnings is confined to closely held companies, your committee 
has prov ided a specific statutory exception for any corporation which 
has more than 1,500 shareholders and no more than 10 percent of the 
stock of which is held by any individual (including the members of 
his family). ‘The corporation must demonstrate its right to the 
exception by showing that it meets the stock ownership requirement. 

(5) Computation of accumulated earnings tar.— Your committee has 
revised and simplified the provisions relating to computation of the 
accumulated earnings tax. The bill provides that the foreign tax 
credit is to be allowed in determining the amount subject to the 
accumulated earnings tax. The corporation will also be given credit, 
in computing the accumulated earnings tax, for dividends paid not 
later than the 15th day of the 3d month following the close of the 
taxable year. The latter amendment will aid corporations which 
make distribution shortly after the close of the taxable year on the 
basis of their financial position at the end of the year. 


B. Personal holding companies (secs. 541-547) 


Your committee has retained the provisions of present law which 
impose a special tax on the undistributed income of personal holding 
companies. Several amendments have been made, however, to relieve 
inequities and to provide for more effective administration of these 
provisions. 

Under your committee’s bill, the personal holding tax has been 
integrated with the income tax so that a single return will serve the 
purposes of both taxes. It is anticipated that the Internal Revenue 
Service will provide a separate schedule to be filed by companies 
subject to this tax. 

The integration of the taxes will eliminate the problem that arises 
under present law when a corporation subject to the tax fails, because 
of negligence or poor advice, to file a personal holding tax return. I[n 
such cases, the period of limitation on assessment of this tax remains 
open indefinitely, and the corporation may be barred from making a 
deficiency dividend distribution unless it can demonstrate that the 
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failure to file a return was due to reasonable cause. Under the bill, 
the filing of an income tax return will begin the running of the statute 
of limitations for both taxes. However, the period of limitation for 
assessment is extended to 6 years with respect to the personal holding ¥ 
company tax if the corporation fails to furnish information as to its 
stock ownership and items of personal holding company income. 

In line with the integration of the taxes, the deficiency dividend 

provision, which enables a corporation to eliminate a prior personal 

| holding company tax by making a special distribution of dividends, 

. has been made generally applicable except in the case of fraud for’ 

: willful failure to file an income tax return. The technical require- 
ments applicable to deficiency dividends have been simplified in order “ 

) to encourage such distributions. The benefits of the provision may 

| be obtained by an informal agreement signed by the taxpayer and the 

| Commissioner’s representative in lieu of the cumbersome closing 

1 agreement procedure required at the present time. 

e Under existing law a corporation first becomes subject to the 

e personal holding company provisions only if it meets two tests: 
80 percent or more of its gross income is personal holding on 





\- income as defined in the statute, and 50 percent or more of its stoc 
e is owned by five or fewer individuals (including members of their 
h ' families). If in any 1 year the corporation meets the 80 percent 
e income test, then the percentage test is 70 percent for each of the 
of ] next 3 years. Your committee is of the opinion that the applicable 
10 ' percentage for the income test should be the same in each year and 
t. accordingly has eliminated the 70 percent test. The single 80 percent 
18 income test will provide for more uniform treatment of taxpayers 
1e and will avoid the entrapment of taxpayers which may occur under 
ux | present law. 

ne The stock ownership requirements have been retained in sub- 
t, ' stantially their present form. It has been called to the attention of 
ot >» your committee, however, that the purpose of these provisions may 
he | be negated where stock is owned by a tax-exempt organization or 
ch » charitable trust. To prevent this form’ of avoidance, the bill provides 
he | that an exempt organization or charitable trust is to be counted as an 


individual in determining whether 50 percent or more of the stock is 
_ owned by five or less individuals. 

; The application of the personal holding company provisions to 
ch | corporations filing a consolidated return has produced inequity under 


ng existing law when the common parent corporation receives dividend 
ve income from members of the group. In this situation it would appear 
PSe that the group should be considered as a single corporation to deter- 
mine whether the personal holding company income test is met. 
en Accordingly, the provisions which have previously been applicable 
the only to affiliated groups of railroad corporations are extended to any 
16 other affiliated group. This treatment is applicable only if the com- 
Mes mon parent derived 80 percent or more of its income from the affiliated 
| group for the three preceding taxable years, no member of the group 
ses would be a personal holding company if its income derived from the 
use group is disregarded, and no member of the group is a corporation 
In exemptfrom the personal holding company provisions. 
~~ The “definition of personal holding company income has been 
ig t 


amended in two respects. Under present law cases of hardship 
the frequently arise when a corporation rents property to its principal 
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stockholders. Such rental income is treated as personal holding 
company income and the corporation may be subject to the penalty 
tax. This provision was originally inserted in the law with respect 
to incorporated yachts and residence but has been applied in the case 
of many legitimate business enterprises. Your committee has pro- 
vided that such rental income is not to be treated as personal holding 
company income unless the corporation has other personal holding 
company income amounting to 10 percent or more of its total gross 
income. In the absence of appreciable amounts of other investment 
income, rental income received from shareholders does not constitute a 
tax avoidance problem. Another amendment to the definition of 
personal holding company income provides that gains from the sale of 
securities er commodities are not to be considered as gross income to 
the extent of the losses on such sales. Thus gross income and persona! 
holding company income will reflect only the net gains from such 
transactions. 

In the computation of undistributed income subject to the personal 
holding company tax, the deduction for taxes has been clarified to 

rovide that taxes are to be deducted when accrued. Under existing 
fee there has been considerable confusion as to whether taxes may be 
deducted in the year paid or in the year accrued. The bill permits 
taxpayers who have been deducting taxes when paid to continue to 
do so but such taxpayers may, if they so desire, make an irrevocable 
election at any time to change to the accrual method. 

The deduction allowed for taxes in computing amounts subject to 
the personal holding company tax has been extended to include 
foreign taxes claimed as a credit for income tax purposes. However, 
the deduction for taxes may not include the alternative capital gains 
tax. The exclusion of the capital gains tax is made because capital 
gains are not subject to the personal holding company tax. Your 
committee’s bill thus prevents the double benefit which may be 
obtained under existing law, first by computing the alternative capital 
gains tax in lieu of the personal holding company tax, and secondly 
by deducting the capital gains tax in computing the personal holding 
company tax. 

The consent dividend provisions of existing law were enacted in 
connection with the undistributed profits tax in the 1930’s to enable 
corporations to comply with dividend distribution requirements with- 
out the necessity of an actual payment of dividends. Since the expira- 
tion of the undistributed profits tax, the consent dividend provisions 
have been used only by personal holding companies and then only in 
a relatively few cases. In view of the limited use of these provisions 
and the liberalization of the deficiency dividend procedure, your 
committee has decided to eliminate these complicated provisions from 
the law. 

Other amendments to the personal holding company provisions 
include technical revision of the 1 year net operating loss carryforward 
allowed to personal holding companies, and limitation of the provision 
of present law which excludes amounts subject to a lien from the per- 
sonal holding company tax. The lien provision has been amended to 

rovide that any income excluded under this provision is te be 
included in the income of the corporation for the year in which the 
lien is released. Dividends attributable to such an inclusion will be 
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taxable to the shareholders either in the year of dividend payment or, 
at the election of the taxpayer, ratably over the period of the lien. 


XVII. Worruiess Srocx 1n Arriniatep Banxs (Sec. 582) 


Under present law, losses on completely worthless stock or securities 
owned in an affiliated corporation are allowed as an ordinary loss if 90 
percent of the aggregate gross income of the affiliated company for all 
taxable years was derived from sources other than investment income. 
In the past banks have not qualified for this tax treatment because 
most of their income is derived from investment sources. 

The bill removes this restriction in the case of banks by treating 
stock held in an affiliated bank as a noncapital asset. This provision 
places banks on a parity with other business corporations. Although 
the principal qualification of other types of business affiliates entitled 
to such tax treatment is noninvestment income, this rule was adopted 
to limit the tax benefits to companies whose affiliates were engaged in 
the same general type of business as the parent, rather than those used 
as a dumping ground for undesirable investments. Since loans and 
investments are the stock in trade of banks, it appears discriminatory 
not to allow banks a similar opportunity to take an ordinary loss on 
worthless stock in an affiliated company. 


XIX, Narurat Resources 


A. Rates of percentage depletion (sec. 613 (b)) 


Under present law taxpayers owning economic interests in specified 
types of mineral deposits are allowed percentage depletion deductions 
whenever these exceed depletion based on capital costs. Such deple- 
tion is computed as the lesser of (1) a statutory percentage of gross 
income from mineral property or (2) 50 percent of the net income 
from the property before depletion. On mines of minerals not accorded 
percentage depletion, discovery depletion may be deducted as an alter- 
native to cost depletion if discovery value materially exceeds invest- 
ment costs, 

In recent years percentage depletion has been granted to 56 classes 
of nonmetallic minerals: 16 at 5 percent, 8 at 10 percent, and the 
others at 15 percent of gross income. Many of the classifications have 
been inexact and there has been uncertainty and controversy as to 
which gross income rate applies. It is also not clear whether some of 
the broad classes include nonmetallics not specifically named. A few 
commercially important nonmetallics are clearly not included in the 
present classification. 

Your committee has continued the present rates of percentage deple- 
tion of 27% percent for oil and gas, 23 percent for sulfur, and 15 percent 
for metals, The classes of nonmetallics in the present 15-, 10-, and 
5-percent gross income categories were modified somewhat to clarify 
present law and to provide a grouping that is administratively more 
feasible and competitively more equitable. Under this revision there 
are a few increases, but no reductions, in the rates of percentage 
is aie allowed by present law and regulations. 

_Under the new provision depletion allowances, other than those for 
oil, gas, and sulfur are divided into two groups: Specific items deplet- 


able at 15, 10, and 5 percent and another general class for all other 
minerals, 
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The specific 15-percent group contains: Metal mines, rock asphalt, 
vermiculite, slate, chemical and metallurgical limestone and ball, 
china, and sagger clay. All of these items under present law are 
entitled to the 15-percent rate except slate which has been in the 
5-percent category. 

The specific 10-percent group contains: Asbestos, brucite, coal, 
lignite, perlite, and wollastonite. Under present law all of these 
items receive the 10-percent rate although lignite has been covered 
only by an interpretation that it is a eas of coal. 

The specific 5-percent category includes all the items presently 
listed at 5 percent except slate which has been raised to the 15-percent 
class, and in addition the 5-percent class is to include peat and 
mollusk shells. 

All other minerals not specifically listed are placed in a general 
class to receive percentage depletion at the rate of 15 percent, subject 
to the limitation that if they are used for the same purposes for which 
stone is commonly used, they are to be regarded as stone and entitled 
to a percentage depletion rate of 5 percent. This end use test is 
imposed to prevent discrimination in percentage depletion rates 
between materials which are used competitively for the same pur- 
poses. The general 15-percent category is intended to include, for 
example, quartz sands or pebbles when sold for their silica content 
and novaculite. This group also covers minerals for which percent- 
age depletion is not presently available such as gypsum, natural 
mineral pigments, and kyanite, but it does not include dirt, sod, or 
mosses, or minerals taken from the sea or air or from sources generally 
considered inexhaustible. 

The classification of nonmetallic minerals into these broad groups 
reduces by 50 percent the number of items which are enumerated in 
the law. The fact that this classification is all-inclusive makes it 
possible to eliminate the discovery value depletion provisions of 
present law. 


B. Definition of income from property (sec. 613 (c)) 

Under present law and the bill, the gross income rates referred to 
above are applied to “gross income from the property.” 'Thisis defined 
as gross income from mining, and “mining” in turn is defined as the 
extraction of the minerals, the “ordinary treatment processes’’ nor- 
mally applied to obtain commercially marketable mineral products and 
certain transportation. Present law also lists a number of specific 
processes that are considered to be ordinary treatment processes. 

The bill continues these definitions except in three respects. In the 
case of magnesite, burning is to be regarded as an ordinary “treatment 
process” and in the case of talc, fine pulverizing is to be regarded as 
such a process. The present definition of “sulfur processing’’ is 
specifically related to the Frasch process, so that the general rule for 
ordinary treatment processes is to be available for sulfur produced in 
other ways. 


C. Definition of mineral property (sec. 614) 

Although depletion allowances are computed with respect to mineral 
properties, present law does not define a “property.” In general 
administrative regulations state that each separate interest owned by 
the taxpayer in each mineral deposit in each separate tract or parcel 
of land constitutes a preperty. From the standpoint of both tax- 
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payers and administrators, however, this division of properties creates 
difficulties because, in some instances, it requires the preparation of 
multiple depletion schedules and computations where a single compu- 
tation would serve the same purpose. Moreover, in several cases the 
courts have refused to follow this general definition of a property and 
have permitted merging of mineral interests for computing depletion. 

Your committee has clarified the situation with respect to depletable 
properties by adding a statutory definition of “the property.”’ This 
provision adopts as the general rule the same definition relating to 
separate interests now established by regulations. In addition, how- 
ever, the new provision permits a taxpayer to elect to treat as one 
property an aggregation of his separate operating mineral interests 
which constitute all or part of an operating unit. The election as to 
what constitutes a property is to be binding for future years unless 
approval for a change is obtained from the Secretary. 

The operating interests that may be combined into one property 
need not be included in a single tract of land or even in contiguous 
tracts, but they must be comprised in extractive operations which are 
normally or reasonably conducted as a unit. The taxpayer may not 
elect to form more than one aggregation of interests within any one 
operating unit. Royalties or similar interests which do not bear a 
portion of the costs of exploration, development or production are 
not operating interests, and may not be combined. 


D. Mine tailings (sec. 613) 


Depletion allowances under present law are allowed with respect to 
mines and natural deposits. In mining operations frequently residue 
is accumulated which is currently waste material. Subsequently, 
technological innovations or changes in conditions of supply and de- 
mand may make it commercially feasible to recover the mineral con- 
tent from that residue. Present law has been interpreted to deny 
depletion allowances with respect to minerals produced from such 
dumps or tailings. 

Your committee’s bill would extend percentage depletion at the 
appropriate rates to mine owners for minerals recovered from the 
residue that had accumulated from their mine. It is in the public 
interest to encourage the production of minerals from these accumu- 
lations as well as from the mine itself. 


E. Gain or loss in the case of timber or coal (sees. 272, 631) 


Under present law a taxpayer who owns or-has contract rights 
to cut timber may elect to treat the cutting of timber as a sale or 
exchange. Similarly a taxpayer who owns timber or who receives 
coal royalties may treat his receipts from the disposition of timber and 
coal as capital gain. There has been uncertainty as to the tax treat- 
ment of expenses incurred in connection with the capital gains arising 
from such timber or coal royalties. In some cases the taxpayer may 
have no income except capital gains, and the right to deduct business 
expenses from ordinary income is of no avail to him. Your com- 
mittee has adopted a provision identifying the expenses in connection 
with the sales, or with the receipts of royalties from leases, which are 
proper offsets against capital gain and which are properly applicable 
against ordinary income. In addition the word “owner’’ in the case 
of certain sales of coal has been defined to mean any person who owns 
an economic interest in coal in place, including a sublessor. 
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In the year of cutting timber, the expenses incurred in connection 
with the holding and quantity measurement of the timber are to be 
added to the adjusted basis and will reduce the amount of the capital 
gain. Only that portion of these expenses which is allocable to the 
timber actually cut may be added to the adjusted basis. However, 
expenses incurred in actually cutting timber will continue to be deduct- 
ible as business expenses. Expenditures of a timber or coal owner 
attributable to making and administering the contract under which 
the disposition of the coal or timber occurs and expenditures necessary 
to preserve the economic interest retained under the contract, will also 
be added to the adjusted basis of the coal or timber in computing 
capital gain or loss. The expenses which serve to reduce the amount 
of these capital gains are not to be deductible in computing ordinary 

taxable income. 


F. Revenue effect 

It is estimated that the amendments made in the depletion pro- 
visions will result in a reduction in revenues of $27 million in the 
fiscal year 1955. 


XX. Estates, Trusts, anp THerr BeNnericiaries 


Your committee’s bill provides a logical arrangement of the pro- 
visions governing the taxation of estates and trusts and their benefici- 
aries. Special types of trusts which are not governed by these provisions, 
such as employees’ trusts and common trust funds, are treated else- 
where. In addition it has made a number of substantive changes in 
the tax treatment of estates and trusts designed to meet the major 
criticisms leveled at the present law. 


A. General rules (secs. 641-643) 


As under present law, the committee’s bill provides that trusts and 
estates are to be taxable on their earnings after allowance for certain 
credits, deductions and distributions to beneficiaries. 

The credits and deductions provided are substantially the same as 
under present law with two exceptions: 

(1) The deduction for a personal exemption was increased from 

$100 to $300 (the present $600 for estates remains unchanged) to 
eliminate the taxation of small amounts of capital gains realized 
by currently distributable trusts. 

(2) An exclusion is allowed for the first $50 or $100 of dividend 
income and a tax credit equal to 5 percent or 10 percent of any 
remaining income, to align the tax treatment of trusts and 
estates with the general dividends received provision. 


The bill adopts the general principle that to the extent of the 
trust’s current income all distributions are deductible by the estate 
or trust and taxable to the beneficiaries. This approach represents 
a basic departure from the general rule of the existing law that taxable 
distributions must be traced to the income of the estate or trust for 
the current year. 

This approach, however, requires the use of a measure to impose an 
outside limit on the total distributions deductible by the estate or 
trust and taxable to the beneficiary. In general, the measure adopted 
by the ‘bill for this purpose is taxable income, computed siiheas re- 
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card to capital gains and losses unless these gains and losses are 
utilized in determining the income available for distribution. 

The bill adheres to the conduit theory of the existing law. This 
means that an estate or trust is in general treated as a conduit through 
which income passes to the beneficiary. In order to implement this 
theory in a satisfactory manner, it is necessary to include in the 
measure items of income and deductions which are not reflected in 
taxable income. The bill adopts the concept of ‘distributable net 
income” as the measure and adjusts the amount of the distributions 
deductible by the estate or trust and taxable to the beneficiaries by 
eliminating not only capital gains and losses but items of income and 
expenses which do not enter into the computation of taxable income. 
Thus, the distributable net income of an estate or trust is defined as 
its taxable income for the current year, excluding capital gains and 
losses not distributed by the estate or trust, the portion of extraor- 
dinary cash dividends and taxable stock dividends allocated to 
principal (in the case of simple trusts described below), and the 
dividends received exclusion, but including tax-exempt interest and 
foreign income of foreign trusts. 

The approach adopted by the bill eliminates the necessity, in deter- 
mining the taxability of distributions, of tracing such distributions to 
the income of the estate or trust for the current taxable year. The 
simplicity of this general principle makes it possible to eliminate the 
so-called 65-day and the 12-month rules of ex isting law. Under the 
bill, except to the limited extent provided under the throwback rule 
(dise ‘ussed later) which is designed to eliminate a loophole of existing 
law, amounts distributed in 1 year will not be considered to have 
been distributed in a preceding year, and the source of a distribution, 
whether made from the income of the current year or of a prec eding 
year, is immaterial in determining the taxability of the distribution 
in the hands of the beneficiary. Furthermore, amounts not included 
in the gross income of the estate or trust will generally not be taxable 
to the beneficiaries, 

B. “Simple” trusts (secs. 561 and 562) 

A trust (but not an estate) may qualify under the committee’s 
“simple trust’? provisions if all of its income is required to be dis- 
tributed currently and it makes no charitable distributions. If it 
makes occasional distributions out of principal it is disqualified only 
for the years in which the principal is distributed. 

Qualifying trusts are allowed to deduct distributions made to the 
extent of their distributable net income and beneficiaries are required 
to include the distributions in their incomes for tax purposes only to 
the same extent. 

The bill specifically provides that the character of the income to 
the beneficiaries is to be the same as it was to the trust (e. g., capital 

gains to the trust are capital gains to the beneficiaries) and a specific 
rule is provided to divide up the various types of income among the 
beneficiaries, 

Essentially the treatment provided for simple trusts is the same as 
that provided by present law but for these trusts many complicated 
provisions, required for the more complex trusts, are separated and 
made inapplicable. 





62 INTERNAL REVENUE CODE OF 1954 


C. “Complex” trusts and estates (secs. 661-663) 

For all estates and trusts not qualifying under the simple trust pro- 
Vision (including discretionary trusts, trusts with charitable benefi- 
ciaries, and trusts making current distributions but also making 
distributions of principal) deductions are— 

(1) first allowed for distributions required to be made cur- 
rently, and 

(2) then, if any distributable net income remains, allowed for 
any other amounts distributed (other than gifts or bequests) but 
only to the extent of the remaining distributable net income. 

In the case of these trusts or estates which may have paid out or 
set aside amounts for charitable purposes, their ts axable income, and 
therefore their distributable net income, is already reduced by such 
amounts. 

The beneficiaries of these trusts (or estates) are required to includ 
in their income for tax purposes, distributions made to them out of 
income required to be distributed currently and then other distribu- 
tions made to them to the extent of their proportionate share of the 
amount allowed as a deduction to the trust. 

The bill specifically provides that the income to the beneficiaries, 
as in the case of the simple trusts, retains the same character it had in 
the hands of the trust, with each beneficiary considered as receiving 
his proportinate share of all types of the income distributed. 

Upon termination of the trust (or estate) any of its net operating 
loss or capital loss carryovers which have not been used are to be 
made available to the distributees. At present these loss carryovers 
are wasted. 

D. Five-year throwback rule (secs. 665-668) 

In spite of the elaborate 65-day and 12-month rules, it is still possible 
under the existing law to shift the tax burden from a beneficiary to a 
trust. If the distribution of trust income for 1 year is deferred to a 
date more than 65 days after the beginning of the following year, and 
the trust income for the following year is distributed within the first 
65 days after the end of that year, the beneficiary is taxable to the 
extent of the net income for the second year only, even though he 
received all the income for both years. The purpose of the “throw- 
back rule” is to close this tax avoidance del « in the existing law. 

To meet this and similar situations, your committee’s bill provides 
that distributions by a trust in excess of its distributable net income 
for the current taxable year will be “thrown back” to each of the 
five preceding years in inverse order and will be taxed to the benefici- 
aries to the extent that the distributable net income of those years 
was not, in fact, distributed. 

To prevent double taxation, the beneficiaries receive a credit for 
any taxes previously paid by the trust which are attributable to the 
excess so thrown back. However, the beneficiaries are deemed to 
have received their share of the tax paid by the trust on this excess. 
In effect, the beneficiaries, except for the fact that they report the 
income currently, are plac ed in the same position as if the trust made 
the distribution at the time it received the income. 

This throwback provision applies only to accumulations of income 
in taxable years beginning after December 31, 1953. It does not 
apply to estates or to simple trusts. Moreover, distributions exceed: 
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ing distributable net income by less than $2,000, distributions repre- 
senting accumulations during the minority (or before the birth) of the 
beneficiary, and distributions for the maintenance, support, or eduéa- 
tion of a beneficiary are specifically excluded from the application of 
this provision. 

E. “Clifford” type trusts (secs. 671-678) 

The committee’s bill also provides rules to determine when a 
trust’s income is to be taxed to the grantor because of the grantor’s 
substantial dominion and control over the trust property or income. 

Existing law contains a statutory provision dealing with trusts ia 
which the grantor retains a power of revocation and also a provision 
dealing with trusts whose income is accumulated or used for the 
benefit of the grantor. Ia addition, regulations (commonly known as 
the Clifford Regulations) provide a series of rules to determine when 
trust income is to be taxed to the grantor because of: a reversionary 
interest within a specified period; powers to control the beneficial 
enjoyment; or certain broad administrative powers. These regulations 
are based on the assumption that the grantor may be taxed under 
the general definition of income. If the grantor retains such elements 
of control, he is deemed to be the owner even though the trust is 
irrevocable, 

Your committee believes that the rules for determining when the 
crantor should be treated as the substantial owner of the trust should 
be set forth in the statute rather than left to regulations. Thus, the 
bill includes specific provisions to this effect in the estate and trust 
chapter. ‘These provisions generally adopt the approach of the regula- 
tions (and the two provisions of existing law) but with important 
modifications. 

Under the regulations, trust income is taxed to the grantor where 
he can take back the principal or income within 15 years, if he (or 
his wife) as trustee has certain administrative powers over the trust 
property. If he does not possess these powers, the trust income will 
be taxed to him if he can recapture the principal or income within 
10 years. Under your committee’s bill the grantor is not to be taxed 
by reason of a reversionary interest in an irrevocable trust unless 
the reversion may occur within 10 years. If the beneficiary is a 
designated school, hospital, or church, the grantor is to be taxable 
because of a reversionary interest only if the reversion will occur 
within less than 2 years. 

The bill also departs from the regulations in the treatment of a 
power to apportion income or principal among different beneficiaries. 
Under the regulations, the grantor will be taxed on the trust income if 
certain related or subordinate trustees hold such a power. Under the 
bill, the grantor will not be taxed if he can establish that the related or 
subordinate trustee is not acting in accordance with the grantor’s 
wishes. However, the grantor must overcome a presumption that the 
related or subordinate party is subservient to him. 

A person other than the grantor may be treated as the substantial 
owner of a trust if he has an unrestricted power to take the trust 
principal or income, or if he has modified this power (by release or 
otherwise) but has retained powers of the type which would make the 
grantor taxable, unless the grantor himself is deemed taxable because of 
such a power. Similar rules are contained in the regulations under 
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existing law (commonly known as the Mallinkrodt Regulations), 
The bill, however , makes a specific exception to the effect that a power 

to apply the income for support of dependents is not to result in th 

trust income being taxable to such other person unless the income js 
actually applied for the support of dependents. 


F. Re venue € fhe ct 

Only the increase in exemptions from $100 to $300 is expected to 
affect revenues to an appreciable extent. It is estimated that this 
will decrease revenues in the fiscal year 1955 by $3 million. 


XXI. Income in Respect or Deceprents (Secs. 691, 692) 


Under existing law income in respect of a decedent which is rece 
after his death by his estate or other beneficiaries is taxed to the r 
cipients rather than being treated as accruing to the decedent 
lump sum immediately prior to his death. The recipients are allow: 
an offsetting deduction for any estate tax attributable to the inclusion 
of this right to income in the decedent’s PTOSS est: as but do not ac- 
quire a new basis for this property at the date of the decedent's deat! 

The above treatment, under existing law is limited to the | 
dened Thus, a widow of an insurance agent who receives th 
right to commissions on future insurance premiums includes th 
commissions in her income when received and is allowed a deductio1 
for any estate tax attributable to the commissions. However, 
the widow dies and the right to any remaining future commissions 
left in her estate, existing law requires the lumping of these rights to 
income in the widow’s last income tax return rather than treatin 
income in respect of a decedent. Your committee’s bill gives re! 
in this situation by providing that a right to income received fro! 
decedent, or a prior decedent, is to be includible in the income of th 
recipient with an offsetting deduction for any estate tax attributal 
to such property. 

Under existing law, it is not clear whether income in respect of : 
decedent which is received by an estate or trust will be treated as sur 
in the hands of the beneficiary if distributed by the estate or tru 
Your committee’s bill provides that if the estate or trust mak 
distribution of income in respect of the decedent, the deduction fo 
the estate tax is to be given to the recipient beneficiary, instead of th 
estate or trust. 

Unaer existing law, gain on uncollected installment obligations, is 
treated as realized on the death of the decedent. An exception 
provided to this rule, however, if a mont is filed whie h is conditione 
on the subsequent reporting of the gain on the obligation by 
person who acquires the obligation oa n the decedent. Your com- 
mittee’s bill eliminates the necessity of this bond requirement by 
providing that in all cases the uncollected installment obligations are 
to-be treated as income in respect of the decedent. The recipient wi 
therefore report the installment gain in the same manner as if it he 
been received by the decedent, Also the recipient will be entitle 
to a deduction for any estate tax attributable to inclusion in th 
decedent’s estate of the right to the installment income. 

Your committee’s bill also extends the treatment provided for 
income in respect of a decedent to several forms of income not now 
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eligible. This treatment is extended to that part of the value of a 
survivor’s annuity included in the estate-tax base of the decedent 
annuitant which represents the interest accumulation for the survivor 
annuity since the annuity’s purchase. This treatment is also extended 
to the value of unexercised “restricted stock options” included in the 
cross estate of the decedent employee and to payments to a deceased 
partner by a partnership which are includible in the income of the 
estate or beneficiary of the deceased partner. This treatment is 
provided for these new forms of income as a part of your committee’s 
policy of providing that all property or property rights included in a 
decedent’s gross estate for estate-tax purposes either receive a new 
basis at the date of his death or, if subsequently to be reported as 
income when that event occurs receive a deduction for the estate tax 
paid in the decedent’s estate attributable to such property. 


XXIT. PARTNERS AND PARTNERSHIPS 


The existing tax treatment of partners and partnerships is among 
the most confused in the entire income tax field. The present statu- 
tory provisions are wholly inadequate. The published regulations, 
rulings, and court decisions are incomplete and frequently contradic- 
tory. As a result partners today cannot form, operate, or dissolve 
a partnership with any assurance as to tax consequences. 

This confusion is particularly unfortunate in view of the great 
number of business enterprises and ventures carried on in partnership 
form. It should also be noted that the partnership form of organiza- 
tion is much more commonly employed by small businesses and in 
farming operations than the corporate form. 

Because of the vital need for clarification, your committee has 
undertaken the first comprehensive statutory treatment of partners 
and partnerships in the history of the income tax laws. In estab- 
lishing a broad pattern applicable to partnerships generally, the 
principal objectives have been simplicity, flexibility, and equity as 
between the partners. 

In general, the proposed statutory treatment retains the existing 
scheme of regarding the partnership as merely an income-reporting, 
and not a taxable, entity. In addition, a statutory pattern has been 
established for contributions to a partnership, distribution by a 
partnership, transfers of partnership interests by sale or on the death 
of a partner, termination of partnership taxable years, transactions 
between a partner and the partnership, and the treatment of payments 
to a retiring partner or a deceased partner’s estate or heir. 

A, General rules (secs. 701-707) 

(1) Income of partners—Under your committee’s bill, as under 
present law, partners will be liable individually for income tax on 
their distributive shares of partnership income. ‘The bill provides 
that the partnership will act as a mere conduit as to income and loss 
items, transferring such items directly to the individual partners. 

The items required to be segregated will retain their original 
character in the hands of the partner as though they were realized 
directly by him from the same source from which realized by the 
partnership and in the same manner. After excluding the items 
required to be separately treated, the remaining income or loss, which 
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corresponds to the ordinary income or loss of the partnership under 


present law, is attributed to the partners. 

The computation of partnership income is generally on the same 
basis as existing law. The partnership is allowed the usual business 
deductions, but is denied the deductions peculiar to individuals. 

The bill provides that all elections with respect to income derived 


from a partnership (other than the election to claim a credit for 


foreign taxes) are to be made at the partnership level and not by the 
individual partners. This rule recognizes the partnership as an 
entity for purposes of income reporting. It avoids the confusion 
which would occur if each partner were to determine partnership 
income separately for his own purposes. 

(2) Distributive shares.—The taxation of partnership income or 
other items directly to the partners requires a determination of each 
partner’s share of such items. In general, such shares will be det 
mined in accordance with the partnership agreement as under existing 
practice. 

In the case of property contributed to a partnership, there has been 
considerable doubt, under present law, as to the partners’ distributive 
shares of gain and loss upon the sale of such property and as to the 
allocation among the partners of depreciation on such property. This 
problem arises when the tax basis of the contributed property is greater 
or less than the value of such property at the time of contribution. 
Under the approach adopted by your committee, the allocation of 
gain or loss and of depreciation is to be in accordance with the dis- 
tributive shares of the partners generally. Thus, if 1 of 2 equal 
partners contributes to a partnership property which is worth $100 but 
has a tax basis of $40, and the other partner contributes cash of $100 
which is used to purchase property with a value of $100, the partners 
will share equally in the depreciation allowance, notwithstanding the 
low basis of the property contributed by the first partner. The shar- 
ing of gain or loss upon a sale or exchange of either property will also 
be identical as between the partners. However, upon the liquidation 
of the partnership the partners who have ree cived too large depre- 
ciation deductions (or too small a gain) will receive relatively larger 
capital gains than will be true in the case of the other partners. This 
general treatment was adopted because of its extreme simplicity as 
contrasted with any other alternative and because it conforms to the 
usual expectations of partners. 

(3) Tarable years of partners and partnerships.—Under existing law 
a partner treats his distributive share of partnership income as income 
to him at the close of the partnership taxable year. Such income is 
not reportable by the partner until he files bis return for the taxable 
year in which such partnership year ends. Because of these rules it 
has been possible, generally by the selection of a fiscal year as partner- 
ship year, to postpone the realization of partnership income by as 
much as 11 months. To prevent this practice, the bill provides, it 
general, that a partnership may not, without the consent of the 
Secretary or his delegate, either adopt a fiscal year or change from a 
calendar year to a fisc ‘al year. The same requirement is made appli- 
cable to partners shifting from a calendar year to a fiscal year basis. 
It is contemplated that the use of a fiscal year will be approved 
where valid business reasons for such an accounting period are show2. 
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Under present law the death of a partner may result in the closing of 
the partnership year and the bunching of more than a year’s income in 
the decedent’s last year. Where the partnership and the partners 
are on different taxable years, this rule may have the effect of con- 
centrating as much as 23 months’ income in the final return of the 
deceased partner, that is, the income for the partnership year ending 
within his taxable year and the income for the taxable year closed by 
the partner’s death. The bill provides relief in this situation by pre- 
venting the partnership year from closing on the death of the partner. 
The partnership year will then run to its normal conclusion, and the 
decedent’s share of the income for such year will be taxable to the 
estate. To the extent that the right to receive such income consti- 
tutes income in respect of a decedent, the estate is entitled to a deduc- 
tion for estate tax attributable to the inclusion of such right in the 
decedent’s estate. 

The bill further provides that the taxable year of a partnership is not 
to close as a result of the admission of a new partner, the liquidation 
of a partner’s interest by means of a distribution, or a sale or exchange 
of a partner’s interest in the partnership. Thus, it.will not be possible 
by the admission of a new partner to terminate the partnership 
taxable year and commence a new partnership year. However, the 
partnership year does close if there is a termination of the partnership. 
A termination is defined for this purpose as a discontinuance of the 
business activities carried on by the partnership, or the sale of an 
interest of more than 50 percent in partnership capital or profits to 
persons not members of the partnership. The partners may choose 
to ignore the termination if they wish to continue to the close of the 
normal partnership year. 

While the partnership year does not close for the continuing part- 
ners when a partner severs his interest in the partnership, the partner- 
ship year does close with respect to such partner. When a partner 
merely reduces his interest in a partnership, there is no change in the 
partnership taxable year with respect to him, but the amount of his 
distributive share must be determined with regard to his ownership 
of varying interests during the year. 

(4) Transaction between partner and parinership.—When a partner 
sells property to, or performs services for the partnership, the problem 
arises whether the transaction is to be treated in the same manner as 
though the partner were an outsider dealing with the partnership 
(the “entity” approach). An alternative (“aggregate’’ approach) is 
to view the partner as dealing with himself to the extent of his own 
interest and as dealing with the partnership with respect to the 
balance of the transaction. The present code fails to cover the prob- 
lem and judicial decisions on the subject go in either direction. 
Because of its simplicity of operation, the “entity” rule has been 
adopted. 

However, certain safeguards are included to prevent the sale of 
property between the partnership and a “controlling” partner for 
the purpose of recognizing losses or raising the basis of property. 
Under the prescribed rule, a sale between the partnership and a 
partner will not be recognized if it involves a ‘controlling’ partner, 
that is, a partner who owns 50 percent or more of a capital or income 
interest in the partnership. Where a sale involves a controlling 
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partner, any money or property passing between the partner and the 
partnership will be treated in a manner which, in general, prevents 
the recognition of gain or loss. The basis of the property transferred 
will remain unchanged. 

The payment of a salary by the partnership to a partner for services 
again raises the problem as to whether the partnership is to be viewed 
as an entity or merely as an aggregate of the activities of the members, 
Under present law, fixed payments to a partner are not recognized 
as a salary but considered as a distributive share of partnership 
earnings. This creates obvious difficulties where the partnership 
earnings are insufficient to meet the salary. The existing approach 
has been to treat the fixed salary in such years as a withdrawal of 
capital, taxable to the extent that the withdraw: al is made from the 
capital of other partners. Such treatment is unrealistic and unneces- 
sarily complicated. The bill provides that payment of a fixed or 
guaranteed amount for services shall be treated as salary income to 
the recipient and allowed as a business deduction to the partnership, 


B. Contributions to a partnership (secs. 721-723) 


Contributions to’ a partnership will have the same effect under the 
proposed provisions as under present practice. No gain or loss will 
be recognized either to the contributing partner or to the partnership. 
The property contributed to a partnership will have the same basis 
to the partnership for purposes of gain, loss, depreciation, etc 
as in the hands of the contributor. 

The basis of the contributing partner for his interest in the partner- 
ship will be increased by the basis of the property transferred to the 
partnership. If the contributed property is subject to indebtedness, 
the basis of the contributing partner’s interest will be reduced by the 
portion of the indebtedness assumed by the other partners. 


C. Distributions by a partnership (secs. 731-735, 737) 

Distributions of money or other property by a partnership are 
among the most common partnership transactions. Your commit- 
tee’s bill provides a simple and uniform method for determining the 
basis of property distributed by a partnership and the resulting 
adjustments to the basis of the interest in the partnership. These 
rules are applicable whether the distribution is out of income or 
partnership capital, and whether the distribution is pro rata to all 
the partners or has the effect of changing the respective partnership 
interests. 

Under the bill, any property distributed by the partnership to a 
partner will, in general, have the same basis to the distributee part- 
ner as in the hands of the partnership, i. e., a “carryover” basis. ‘The 
money and property distributed will be applied in reduction of the 
basis of the interest of the distributee partner. After the basis of his 
interest has been used up, any further distribution of money or prop- 
erty will be taxed as capital gain to the distributee. 

The distribution of money or property does not result in gain or 
loss to the partnership. Gain or loss is recognized to the recipient 
partner only in two cases. Gain is recognized, as indicated above, 
where the basis of any money or property received by a partner 
exceeds the basis of the partner for his interest in the partnership. 
The recognition of gain may occur either in a current distribution 
not affecting the partner’s interest in the partnership, or in a dis- 
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tribution which reduces or terminates the partner’s interest in the 
partnership. ‘The recognition of loss is limited to a distribution 
terminating the interest of the partner. In such a liquidating distri- 
bution, capital loss is recognized to the extent that the basis of the 
partner for his interest in the partnership exceeds the fair market 
value of the property distributed. 

An exception is made to the use of the ‘carryover’ basis where the 
basis of the property distributed exceeds its value at the time of the 
distribution. In this situation, safeguards were necessary to prevent 
the distribution, for tax-avoidance purposes, of property with respect 
to which there is a potential loss upon sale or exchange. Accordingly, 
when the basis of the distributed property is greater than the fair 
market value of such property, the basis of the property to the 
distributee is reduced to such fair market value. The partnership, 
however, is permitted to retain this “unused basis” and apply it to 
similar property held by the partnership. 

Consistent with the use of the “carryover” basis, the holding period 
to the partner of distributed property includes the holding period of 
the property to the partnership. 

A special rule has been provided for the purpose of distinguishing 
bona fide distributions which are subject to the rules discussed above 
from transactions involving a loan by the partnership to the partner. 
When a partner is obligated to make repayment to the partnership 
with respect to money or property received from the partnership, he 
will be treated as receiving a loan to the extent of his obligation, and 
no reduction will be made in the basis of his interest. If, however, 
such an obligation is canceled by the partnership without repayment, 
the partner will then be considered to have received a distribution 
equal to the amount of debt canceled. The transfer of property 
subject to an obligation to make repayment is treated as a sale by 
the partnership, so that gain or loss will be recognized to the part- 
nership. 

The provisions relating to distiibutions are subject to the special 
rules, discussed below, relating to unrealized receivables or fees, in- 
ventory or stock in trade which has substantially appreciated or de- 
preciated in value, and payments to a retiring partner or the estate or 
heir of a deceased partner. 

The system thus described avoids the complexities of present law 
which requires that a portion of the basis of the distributee for his 
interest in the partnership be assigned to the property distributed. 
The use of the “carryover” basis eliminates the need for rules of 
allocation of basis as between capital assets and noncapital assets, 
and renders unnecessary any adjustment to the basis of the remain- 
ing assets in the partnership other than in the case where the distrib- 
uted property has a value less than its basis. 

The proposed rules for contributions to, and distributions by, a 
partnership, in effect, permit the tax-free transfer of property into or 
out of a partnership. Generally speaking, the basis of the property 
remains unchanged through the formation and dissolution of a part- 
nership. ‘This relatively simple approach is made possible by reduc- 
ing the basis of the distributee’s interest in the partnership by the 
basis of the distributed partnership property and by the recognition 
of gain or loss in the case of certain distributions. 
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D. Transfer of an interest in a partnership (secs. 741-743, 761) 

(1) General rules.—Under present decisions the sale of a partnership 
interest is generally considered to be a sale of a capital asset, and any 
gain or loss realized is treated as capital gain or loss. It is not clear 
whether the sale of an interest whose value is attributable to wn- 
collected rights to income gives rise to capital gain or ordinary in- 
come. There is also doubt under present law whether the basis of 
the assets of the partnership may be adjusted, or is required to be 
adjusted, to reflect the purchase price paid by a new partner for his 
interest. 

Because of the confusion in this area, basic rules have been set forth 
in order to clarify tax treatment and at the same time to prevent the 
use of the sale of an interest in a partnership as a device for converting 
rights to income into capital gain. 

The general rule that the sale of an interest in a partnership is to 
be treated as the sale of a capital asset is retained. In general, the 
transfer of an interest will not affect the basis of partnership assets, 
Provision is made, however, whereby the partnership may elect to 
adjust the basis of partnership assets to reflect the increase or de- 
crease in the basis of partnership interest transferred by sale or upon 
the death of a partner. Such an election, once filed, is irrevocable 
until the termination of the partnership and will require similar basis 
adjustments with respect to all future transfers of partnership interest, 
By making adjustments to the basis of partnership assets, the same 
effect is achieved as though the partnership had dissolved and been 
reformed, with the transferee of the interest as a member of the 
partnership. The increase or decrease in the basis of partnership 
assets may be allocated to such assets in accordance with their 
respective bases or in any other equitable manner approved by the 
Secretary or his delegate. 

It is anticipated that many partnerships will prefer not to make an 
election which entails the adjustment to the basis of partnership assets 
each time a transfer of an interest in a partnership takes place. The 
possible tax advantages of such an adjustment may be outweighed by 
the bookkeeping expense and inconvenience. However, the adjust- 
ment may be desirable in cases where there is a substantial increase 
in the tax basis of the transferred partnership interest. 

It is to be noted that, if the election to increase or decrease the 
basis of partnership property is made, the change in the basis of the 
partnership assets will affect all members of the partnership accord- 
ing to their distributive shares and not merely the transferee partner. 

(2) Unrealized receivables or fees and inventory or stock in trade.— 
In order to prevent the conversion of potential ordinary income into 
capital gain by virtue of transfers of partnership interests, certain 
rules have been adopted by your committee which will apply to all 
dispositions of partnership interests. The bill provides that, ‘if in 
connection with the transfer of a partnership interest, the partner 
receives any amount attributable to his share of (1) the unrealized 
receivables and fees of the par tnerships or (2) substantially appreciated 
or depreciated inventory or stock in trade, such amounts are to be 
treated as ordinary gain or loss. In effect, the partner is treated as 

though he disposed “of such items independently of the rest of his 
partnership interest. 
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Since an ordinary income tax is paid by the seller on these items, 
the purchaser of an interest is permitted to exclude from his gross 
income an amount equal to the come recognized by the seller with 
respect to such items. This amount may be spread ratably over the 
period of time in which it is estimated that the unrealized receivables 
_ fees will be collected or the inventory will be disposed of, or may 
be allocated in any other equitable manner which is approved by the 
Secretary. 

A decedent partner’s share of unrealized receivables and fees will be 
treated as income in respect of a decedent. Such rights to income will 
be taxed to the estate or heirs when collected, with an appropriate 
adjustment for estate taxes. However, a decedent’s share of appre- 
ciated or depreciated inventory or stock in trade is not treated as 
income in respect of a decedent. The decedent’s interest in such 
inventory or stock in trade will be increased or decreased in basis in 
the same manner as other property held by the decedent. The 
change in basis at the time of death will not be reflected in the basis of 
partnership assets but will be used by the estate or heir as an adjust- 
ment to the income received on the disposition of such property. The 
estate or heir is thus treated in the same manner as a purchaser with 
respect to the decedent's interest in appreciated or depreciated inven- 
tory or stock in trade. 

The term “unrealized receivables or fees” is used to apply to any 
rights to income which have not been included in gross income under 
the method of accounting employed by the partnership. The provi- 
sion is applicable mainly to cash basis partnerships which have 
acquired a contractual or other legal right to income for goods or 
services. “Substantially apprec iated or depreciated inventory or 
stock in trade” includes any noncapital assets, the value of which 
exceeds by more than 20 percent the basis of such inventory and 
exceeds by more than 10 percent the basis of all partnership property 
other than money. 

The treatment thus provided upon the sale of an interest in income 
items is also extended to any distribution by the partnership to a 
partner which has the same effect as a sale of such ordinary income 

or loss items. 

The provisions relating to unrealized receivables or fees and appre- 
ciated or depreciated inventory are necessary to prevent the use of 
the partnership as a device for obtaining capital-gain treatment on 
fees or other rights to income. Amounts attributable to such rights 
would be treated as ordinary income if realized in normal course by 
the partnership. The sale of a partnership interest or distributions 
to partners should not be permitted to change the character of this 
income. The statutory treatment proposed, in general, regards the 
income rights as severable from the partnership interest and as sub- 
ject to the same tax consequences which would be accorded an indi- 
vidual entrepreneur. 


I’. Payments to a retiring partner or a successor in interest of a deceased 
partner (sec. 736) 

When a partner retires or payments are made to the estate or heir 
of a deceased partner, the amounts paid may represent several items. 
They may, in part, represent the withdrawing partner’s capital interest 
in the partnership. They may include his pro rata interest in un- 
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realized receivables and fees of the partnership and its potential gain 
or loss on inventory. Part of such payments may be attributable to 
an arrangement in the nature of mutual insurance among the partners. 
The present code contains no provisions relating to the tax treatment 
of such payments and existing case law presents no consistent ap- 
proach. Consequently, specific provisions have been adopted by 
your committee which will result in more equitable tax treatment of 
distributions to retiring partners or the successor in interest of a 
deceased partner. 

When a retiring partner or the successor of a deceased partner 
receives a share of partnership income in return for the complete 
relinquishment of the interest in the partnership, the distributions 
will be allocated between (a) payments for the value of the capital 
interest and (6) other payments. Such allocation will be made in 
accordance with regulations prescribed by the Secretary or his delegate. 

‘The amounts paid for the capital interest of the withdrawing partner 
are treated in the same manner as a distribution. The remaining 
partners, of course, are allowed no deductions for such payments 
Essentially, these payments represent a purchase by the remaining 
partners of the withdrawing partner’s capital interest in the partner- 
ship. For this purpose payments for a “capital interest” do not 
include amounts attributable to a partner’s interest in unrealized 
receivables and fees, amounts paid for substantially appreciated or 
depreciated inventory, and amounts paid for good will in excess of 
its fair market value. 

A different treatment is provided for the portion of the payments 
to a withdrawing partner which is not made in exchange for the 
capital interest of such partner. Such payments are treated as a 
distributive share of partnership income to the withdrawing partner. 
Thus, they are taxable to the withdrawing partner in the same manner 
as if he continued to be a partner and are excluded in determining the 
income of the remaining partners. However, if such payments are 
continued for a period of more than 5 years after the retirement or 
death of the partner, they are treated as a gift from the remaining 
partners to the withdrawing partner. As a gift, the payments made 
after 5 years are taxable to the remaining partners (with no increase 
in the basis of such partners for their interest in the partnership) 
and are exempt from income tax in the hands of the recipient. 

Where a retiring partner receives a lump sum or fixed payments 
determined without regard to the income of the partnership, the por- 
tion of such payments ‘attributable to the capital interest of the retir- 
ing partner is to be treated as the purchase of a capital interest by 
the remaining partners. The balance, however, will be treated like 
a salary paid by the partnership. It will constitute ordinary income 
to the recipient and a deduction to the partnership. Payments of 
this nature, however, are subject to the 5-year limitation. 


XXIII. Temporary Formuta ror TaxinGa Lirs-INsuRANCE 
ComPaNIEs (sec. 802) 


For the past 3 years life-insurance companies have been taxed 
under temporary prov isions which apply a flat rate tax of 3% percent 
on the first $200,000 and 6% percent on amounts in excess of $200,000 
of net investment income with certain adjustments. These reduced 
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rates are equivalent to the application of the ordinary corporate 
rates of 30 percent on the first $25, 000 and 52 pereent on income 
above $25,000, after deduction of 87% percent of the net investment 
income, The 87% percent figure reflects the deduction for the indus- 
try’s average policy reserve interest needs which would have applied 
in 1951 under the 1949-50 stopgap formula previously in effect. Under 
the temporary flat rate tax provisions, companies whose earnings are 
less than or only slightly above the amount of interest required to 
meet their own policy obligations receive a special credit which may 
reduce their tax by as much as one-half, First adopted in 1951 as 
a temporary expedient, these provisions were successively extended 
to 1952 and 1953. 

Your committee’s bill provides for the extension of these provisions 
for 1 more year because with its extensive code revision work the 
committee has not as yet been able to devote the nec essary study to 
the revision of the tax treatment of life-insurance companies. In 
the absence of the extension the taxation of life-insurance companies 
in 1954 would automatically revert to an older statutory formula 
adopted in 1942. Among other defects, the older formula contains 
no provision for the relief of companies with less than an adequate 
margin of earnings above interest requirements. 

The proposed extension is for 1 year only to provide time in which 
to work out a sound, long-range formula for the taxation of life- 
insurance companies. A subcommittee of your committee already 
has been formed to conduct such a study and make recommendations. 


XXIV. Recuiatep INvestMENtT CompANIEs 


Regulated investment companies which meet various requirements 
with respect to asset diversification, capital structure and operations 
and which distribute at least 90 percent of their ordinary income are 
treated as conduits of income and taxed only on their undistributed 
income. Dividends paid by such companies are taxed in the usual 
manner to shareholders except that, dividends arising from capital 
gains realized by the company are identified and receive capital gains 
treatment in the hands of the recipient. This method permits inves- 
tors to pool their funds through the use of a corporation in order to 
obtain skilled, diversified investment in corporate securities without 
having to pay an additional layer of corporate tax. 

Except for rearrangement and simplification, your committee’s 
bill continues these basic provisions with only two significant changes. 
These relate to the use of the foreign tax credit and dividends-received 
credits by regulated investment companies, 

Foreign tax credit (sec. 853) 

Existing law grants citizens and domestic corporations a credit for 
income tax due for any income, war profits, and excess profits taxes 
paid or accrued to a foreign country. Investment companies having 
funds invested in foreign corporations are entitled to either a deduc- 
tion from gross income or a credit against tax for foreign taxes with- 
held on dividends paid by foreign corporations to the regulated 
investment company. 

At the present time, a regulated investment company ordinarily 
receives little or no tax benefit from the credit for foreign taxes 
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withheld because it does not pay sufficient income tax to utilize the 
tax credit. As a result investment in foreign stocks through a 
regulated investment company is at a disadvantage in this respect as 
compared with direct investment by an individual who can obtai1 
the foreign tax credit. Moreover, failure of present law to pass on 
the foreign tax credit to shareholders appears inconsistent with the 
conduit theory on which the tax treatment of these companies is based. 

Your committee’s bill permits the shareholders of regulated invest- 
ment companies to take the foreign tax credit for foreign income and 
similar taxes paid on the investment income of the company in the 
same manner as if they had held the foreign investment themselves, 
However, the passing on of the foreign tax credit is to be limited to 
situations in which more than 50 percent of the value of the assets of 
the regulated investment company is invested in foreign securities, 
This restriction is added for administrative reasons to deny the 
passing on of the credit where only incidental holdings of foreign 
securities are involved. 

B. Dividends-received credits (secs. 854, 855) 

Under existing law corporate investors in regulated investment 
companies receive the usual 85 percent dividends-received credit on 
dividends, including those identified as capital-gain distributions, 
The purpose of this allowance is to limit the multiple taxation of 
intercorporate dividends. <A considerable part of the dividends may, 
however, arise from interest on bond investments of the regulated 
investment company. As a result there is tax avoidance in this area 
under present law since the corporation which has issued the bonds 
receives an interest deduction and neither the regulated investment 
company nor the corporate shareholder of the regulated investment 
company pay the full tax on the interest income. A similar problem 
arises in connection with the application to individual shareholders 
in regulated investment companies of the dividend exclusion and 
dividends-received credit for individuals, contained elsewhere in this 
bill. 

Under your committee’s bill, if more than 25 percent of the income 
of the regulated investment company is from interest, both the 
dividends-received deduction for corporations and the dividend exclu- 
sion and credit for individuals provided by this bill are to be available 
only on the portion of the regulated investment company’s distribu- 
tions which actually represents dividend income. If less than 25 
percent of the company’s income is from interest, the dividend credits 
and allowances will apply to the entire distribution by the regulated 
investment company. Capital-gain dividends distributed by regu- 
lated investment companies will not be eligible for either corporat 
or individual dividend allowances. 


XXV. Foreign INcoME 


Your committee recognizes that firms doing business abroad may 
be competing with other enterprises which have lesser taxes to bear, 
and that such firms may be assuming certain risks that do not prev: ail 
in domestic business ventures. It is also impressed by the fact that 
the present United States tax approach tends to induce heavy foreign 
taxation of American enterprises. Accordingly your committee bas 
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incorporated changes in the bill designed to correct this tendency, to 
eliminate certain mequities in the present tax treatment of foreign 
income, and to offset some of the factors adversely affecting foreign 
investment by giving special tax treatment to business income from 
foreign sources. 

1. Fourteen-point rate reduction for foreign income (sec. 923) 


"Woe a number of years U nited States corporations engaged in busi- 
ness in the Western Hemisphere, but outside the United States, have 
been able to qualify for a reduced United States tax rate. Your 
committee believes that similar treatment should be extended to 
income from business investment in other parts of the world. It 
would have been possible to make the Western Hemisphere trade 
corporations’ provisions applicable on a worldwide basis. However, 
your committee has refrained from this approach because certain types 
of enterprises would thereby obtain preferential tax treatment even 
though they are not engaged in the conduct of a business involving a 
significant investment abroad. The bill avoids this result, although 
with respect to enterprises in the Western Hemisphere the present 
provisions are retained, It provides that a corporation is to be entitled 
to a credit against tax equal to 14 percent of certain types of income 
derived abroad. These types of income include: 

1. Income derived through branches engaged in business 
activity of a specified nature described below. 

2. Income received as payment for skilled technical and engi- 
neering services abroad. 

. Dividends and interest received from a foreign corporation 
engaged in business of a specified character with which the domes- 
tic corporation maintains a close economic relationship, through 
stock ownership or otherwise. 

In line with the committee’s objective that differential tax treat- 
ment be restricted to enterprises actively engaged in significant 
economic activity abroad, dividends received from a foreign corpora- 
tion are to be eligible for the preferential rate only under the followi ing 
circumstances 

(1) The ives corporation must derive 95 percent of its earnings 
outside the United States and 90 percent from the active conduct of 
a trade or business. The active conduct of a trade or business is 
defined to exclude enterprises engaged largely in the importation and 
sale of goods without conducting any other significant economic 
activity in the foreign country. 

(2) The domestic corporation receiving foreign dividends must con- 
trol the foreign corporation either alone or with no more than three 
other domestic corporations. This requirement rules out cases where 
the investment abroad is largely a portfolio investment and is designed 
to assure a close economic affinity between the foreign and domestic 
corporations. The presumption is that in such cases there will be 
close managerial and operational relationships between the domestic 
and foreign enterprises. However, an alternative ownership require- 
ment is applied where close economic ties between the two corporations 
exist in the form of technical, engineering, or scientific services ren- 
dered by the United States corporation to the foreign corporation. 

These tests concerning the conduct of an active trade or business 
and stock ownership requirements must be met in the year when the 
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profits were earned out of which a dividend is paid, as well as in the 
year when the dividend is paid. 

In the case of interest received by a domestic corporation from a 
foreign corporation, the same qualifications as to ownership, type of 
income, and active conduct of a trade or business apply as in the case 
of dividends, except that they have to be met only in the year in 
which the interest is paid out. 

The committee has inserted a provision which would exclude from 
the scope of the tax differential cases where American firms establish 
enterprises abroad for the purpose of producing goods for sale in the 
United States. The reduction in tax is denied where more than 25 
percent of the gross income from a foreign branch or subsidiary is 
derived from the manufacture of goods intended for sale or use in the 
United States. 


B. Deferral of tax on branch income (secs. 951-958) 

A domestic corporation entering into business abroad may conduct 
its operations through either a foreign subsidiary or a branch enter- 
prise. If it chooses the foreign subsidiary, no United States tax 
attaches to the profits derived through that subsidiary except as they 
are distributed in the form of dividends. However, if it should 
operate abroad through a branch establishment, existing law provides 
that the profits of the branch are to be taxed currently. Your com- 
mittee is of the opinion that this distinction in tax treatment based 
upon the form of business organization used abroad should be elimi- 
nated to the extent that it is feasible to do so. Accordingly, the bill 
provides that domestic corporations are to be granted an election to 
defer tax on the profits of their foreign branches similar to the manner 
in which taxes are deferred on the profits of foreign subsidiaries. 

If the election to defer tax is exercised, a completely separate set of 
accounts are to be maintained for a foreign branch. ‘Transactions 
between the home office and the foreign branch, or between 2 foreign 
branches, are treated like transactions between 2 separate entities. 
The domestic corporation is to forgo claim to percentage depletion 
deductions with respect to the branch operations and, instead, is to 
take cost depletion, as if it were a domestic parent of a foreign sub- 
sidiary. In addition, a loss incurred by the branch is not to be offset 
against other income ‘derived by the corporation. 

“Your committee has restricted the sc ope of this provision to branches 
which meet the same tests concerning the active conduct of a trade or 
business as is imposed for purposes of determining whether dividends 
from a foreign corporation qualify for the credit. ‘This is in keeping 
with the views previously expressed. 


C. Credit for principal tax (sees. 901 (b), 903) 

Credit is allowed under existing law against United States tax 
liability for income taxes paid abroad. ‘This provision gives foreign 
countries a prior tax claim on the income of United States enterprises 
operating abroad, and in effect treats the taxes imposed by the foreign 
country as if they were imposed by the United States. The provision 
was originally designed to produce uniformity of tax burden among 
United States taxpayers, irrespective of whether they were engaged 
in business in the United States or engaged in business abroad. 
However, it has created substantial incentives for foreign governments 
to increase their taxes on American-owned firms, and it has led other 
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countries to pattern their tax systems after the American tax structure, 
irrespective of whether it is appropriate to their economies. More- 
over, in view of the imperfections and variations in the definitions of 
taxable income and the absence of international double taxation 
agreements with many countries, the result may be higher taxes on 
foreign income than on domestic income. The credit allowed for 
foreign income taxes is also allowed for ‘‘a tax paid in lieu of a tax 
upon income, war profits or excess profits otherwise ge nerally im- 
posed.” However, this provision has not been applicable in certain 
cases where it would seem to be desirable. 

Accordingly, your committee has adopted a new provision which 
would allow credit for a “principal tax.”” Taxpayers are to be given 
an option to claim a credit either for an income tax or for a “principal 
tax ’ imposed by a national government abroad. The present credit 
for “in lieu” taxes is to be eliminated. The principal tax may be 
applicable to various types of businesses in a foreign country, or it 
may be one which is applicable only to one type of business ac tivity. 

The definition of “principal tax” is one which excludes sales, 
property, excise or turnover taxes that are generally imposed and, 
whether generally imposed or not, social-security taxes. In the 
application of this provision, it is anticipated that a tax which is 
imposed only on selected industries would not be a tax of general 
application, and would qualify for the credit. Moreover, in the case 
where a tax is widely applicable, but at rates which differ significantly 
from industry to industry, the tax on each industry would be consid- 
ered a separate tax and ‘would be eligible for credit as a principal tax. 
D. Elimination of the overall limitation on credit (sec. 904) 

The credit which is now allowed for foreign taxes is subject to two 
limitations. The per country limitation restricts the foreign tax 
which may be claimed as a credit to an amount bearing the same pro- 
portion to the taxpayer’s total tax liability as the income from the 
foreign country bears to the total income of the taxpayer. The 
overall limitation applies a similar formula with respect to the aggre- 
gate foreign taxes allowed as a credit. Asa practical matter, however, 
the overall limitation is operative only when a taxpayer earns income 
in one foreign country and incurs a loss in another. "The effect of the 
limitation is unfortunate because it discourages a company operating 
profitably in one foreign country from going into another country 
where it may expect to operate at a loss for a few years. Conse- 
quently your committee has removed the overall limitation. 


E. Definition of noncor porate income earned abroad (secs. 911, 912) 

Where an individual is engaged in a trade or business abroad in 
which personal services and capital are material income-producing 
factors, present law provides that no more than 20 percent of the 
income from the business may be considered ‘‘earned’’ abroad, and 
hence exempt from income tax. 

Your committee has increased this percentage to 30 percent, thus 
affording additional tax relief to businessmen operating foreign busi- 
ness ventures other than in the corporate form. 


F’, Western Hemisphere trade corporations (sec. 921) 


Although your committee believes that the present Western Hemi- 
sphere trade corporation provisions produce some anomalous results, 
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it has retained those provisions in order to avoid any disturbances at 
the present time to established channels of trade. However, to 
correct an obvious inequity which has arisen in the administration of 
this provision, it has provided that incidental purchases made outside 

of the Western Hemisphere will not disqualify a corporation from the 

= estern Hemisphere trade corporation credit if it is otherwise eligible 
or it. 


G. Other changes 


In addition to the revisions involving foreign income which have 
already been described, your committee has made a number of minor 
changes affecting nonresident aliens employed abroad by American 
firms who come to the United States for temporary periods, China 
Trade Act corporations, royalties received under certain conditions 
from a foreign subsidiary, and the statute of limitations applicable to 
claims for refunds by taxpayers assessed abroad for additional taxes 
These are explained in the technical discussion of the bill in a later 
section of this report. 

H. Revenue effect 

It is estimated that the provisions dealing with foreign income 
would involve a revenue loss of $147 million in the fiscal year 1955. 
However, on a long-run basis the revenue loss is apt to be substantially 
less because foreign governments are steadily increasing their taxes 
on American firms and each year are thereby reducing the yield from 
United States taxes on income derived abroad. 


XXVI. Garn orn Loss ON THE SALE OF PROPERTY 


A. Change in basis of property acquired from a decedent (sec. 1014) 

Under existing law most property transferred as a result of the 
death of an individual receives a new basis at the date of death equal 
to its then market value (or value 1 year later if the estate-tax 
optional valuation date is used). This is presently true in the case 
of property acquired directly from the probate estate of the decedent 
as well as to property transferred by certain other specifically de- 
scribed transfers. This change in basis is not available, however, 
with respect to property included in the decedent’s gross estate for 
estate-tax purposes if the property was transferred in contemplation 
of death, was acquired by the surviving tenant of a joint tenancy or 
tenancy by the entirety, or was included in the gross estate as a 
reserved income transfer. 

There appears to be no justification for denying some property 
included in a decedent’s gross estate for estate-tax purposes a new 
basis at date of death while giving this new basis in most cases. 

The bill removes this discrimination by providing a new basis at 
date of death (or 1 year later if the optional valuation date is used) 
for nearly all property includible in the decedent’s gross estate for 
estate-tax purposes. The only exceptions to this general rule are 
income in respect of a decedent, including | unexercise restricted stock 
options and the interest element i in a survivor’ s interest in a joint and 
survivor annuity accruing since the snaenty was purchased. Under 
that provision when the income is reported for income-tax purposes 
by the estate or beneficiary, a deduction is allowed for any estate tax 
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attributable to the values included in the decedent’s gross estate. 
This is a substitute for the new basis at death. 

The changes made by your committee in this provision are appli- 
cable to property received from an individual dying after December 
31, 1953. 


B. Depreciation sustained while property is used by a tax-exempt organi- 
zation (sec. 1016) 

Where a tax-exempt organization which has held a property for a 
number of years becomes taxable (as in the case of the application of 
the unrelated business income tax since the Revenue Act of 1950) 
questions have been raised as to what basis the property should have 
for purposes of computitig depreciation for income-tax purposes. The 
alternatives available are the original cost of the property, its fair 
market value at the time the organization becomes taxable, or its 
cost less depreciation and obsolescence which has taken place during 
the interval prior to the time when the organization becomes taxable. 

The present code does not deal specifically with this problem. The 
rule presently followed by the Internal Revenue Service is the third 
alternative described above. Your committee has endorsed the posi- 
tion taken by the Service by specifically providing in the new code that 
the basis of the property, for purposes of computing taxable income, is 
reduced for exhaustion, wear, tear, obsolescence, amortization, and 
depletion to the extent ‘sustained during any period since 1913 when 
the property was held by an organization not subject to income 
taxation. 


C. Sale of an annuity contract (sec. 1021) 


A rule is provided to prevent the operation of the new rule for taxing 
annuities from resulting in a basis of less than zero in the case of a sale 
of an annuity contract. 


D. Sale or exchange of a residence (sec. 1034) 


The Revenue Act of 1951 eliminated in most cases the immediate 
recognition of a capital gain on the sale of a taxpayer’s principal 
residence, provided that the proceeds are used to acquire a new 
residence. In the case of qualifying sales the basis of the old residence 
is carried over to the new residence. ‘To qualify under this provision 
the taxpayer must purchase and occupy another residence within 1 
year of the date of the sale, unless he builds a new residence, in which 
event the period is 18 months. Your committee has continued this 
treatment of homeowners in the new code, but made four minor 
modifications. 

Present law provides that gain is recognized only to the extent 
that the selling price of the old residence exceeds the cost of the new. 
However, the selling price may not be reduced by the expenses of sale. 
For example, an individual mag sell an old house, with a cost basis of 
$10,000, for $14,000, incur selling expenses of $1,000 and reinvest the 
net proceeds of $13,000 in a new home. In such a case, a fictitious 
gain of $1,000 would be recognized, because the selling price of the old 
house exceeds the cost of the new by this amount. Under the bill, 
this result is avoided by reducing the selling price, for purposes of 
recognizing gain by selling expenses. 

Often a homeowner must incur certain fixing up expenses (such as 
papering and painting) in order to sell his house which may not other- 
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wise be deductible or which may not represent capital expenditures 
and thus have no effect on the basis of the house. The bill provides 
that such expenses (incurred for work performed within a 90-day 
period prior to the contract of sale and paid for within 30 days after 
the sale) may also reduce the selling price for purposes of recognizing 
gain. These are allowed since they are incurred only to sell the old 
house. 

Under existing law in the case of the involuntary conversion of 

property which consists partially of a personal residence and partially 
of a business property, the permissive extension of the replacement 
period beyond 1 year is applicable to the business portion, but the 
residence portion must be replaced within 1 year. In cases of in- 
voluntary conversion, this discrepancy in treatment has required some 
taxpayers (such as farmers), who own properties which are both resi- 
dences and business properties, to replace the entire property within 
1 year or lose the benefits of the postponement of gain. To prevent 
this effect your committee’s bill provides that involuntary conversions 
of residences are to come under the general involuntary conversion 
provision under which the Secretary or his delegate can extend the 
replacement period beyond the 1 year, or 18 months, allowed in the 
case of residences. 
“Present law provides that the replacement period with respect to 
members of the Armed Forces is suspended during the time the tax- 
payer or his spouse is on extended active duty after the date of sale 
of the old residence and before January 1, 1954. In view of the con- 
tinuance of the draft and the recall of Reserves to active service, your 
committee has eliminated the cutoff date of January 1, 1954, but 
continues to limit the suspension to a period of 4 years from the date 
of the sale of the old residence. 


E.. Mortgage foreclosures (sec. 1035) 


Present law makes no specific statutory provision for the treatment 
of mortgage foreclosures. Existing regulations, sustained by the 
courts, treat a foreclosure as a taxable sale and provide that the credi- 
tor recognizes gain or loss based on the difference between the fair 
market value of the property and the portion of the loan which is 
satisfied by the proceeds of the foreclosure sale. The amount of any 
remaining unsatisfied indebtedness is allowed as a bad debt deduction. 

A problem arises from the wide disparity which sometimes occurs 
between the foreclosure bid price and fair market value of the prop- 
erty. This disparity is likely to be especially large in jurisdictions 
where the mortgagor-debtor has no right of redemption, with the 
result that the mortgagee-creditor may bid in the property at an 
artificially low figure in the absence of competing bidders. In these 
circumstances, the mortgagee receives a partially fictitious bad debt 
deduction against ordinary income. At the same time he is treated as 
realizing an “artificial capital gain. 

U nder the bill, the recognition of gain or loss on the foreclosed prop- 
erty is postponed until the creditor disposes of the property. The 
foreclosed property assumes the same basis as the debt plus foreclosure 
expenses, and taxable gain or loss is to be realized on ultimate dispo- 
sition of the property. Such gain or loss is to be capital or ordinary 
depending on the character of the mortgage asset in the hands of the 
lender-mortgagee. In substance, a mortgage foreclosure would thus 
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be treated as a tax-free exchange pending the subsequent sale of the 
underlying property. 

A related feature of your committee’s bill treats payments by the 
mortgagor, pursuant to deficiency judgments prior to disposal of the 
property by the mortgagee, as the recovery of capital. As such, these 
payments would not be currently taxable but would be applied to 
reduce the basis of the property. After disposal of the property, 
such payments are to be ordinary income or capital gain, depending 
on the original status of the property. 

Since mortgage foreclosures are only one of a variety of similar 
transactions involving the satisfaction of creditor claims secured by 
pledged property, related provisions of your committee’s bill aline 
the treatment in these related areas with that provided for mortgage 
foreclosures. ‘These other areas, in some of which the deferred de- 
termination of gain or loss already applies under existing law, include 
voluntary conveyances in lieu of foreclosures, foreclosure reorganiza- 
tions, and repossessions under installment sales and deferred payment 
plans. Repossessed property which remains in the inventory of the 
taxpayer at the close of the taxable year will be valued in accordance 
with the taxpayer’s regular method of inventory accounting. 

Your committee’s action will eliminate the existing possibility of 
abuse through the deduction of an unreal bad-debt loss based on an 
artificially low bid price. It will clear up existing confusion and 
variation in administrative practices by prescribing a single clear-cut 
statutory rule. It will also assure uniformity in the treatment of 
essentially similar types of transactions. Moreover, the deferred 
recognition of gain or loss is in accord with the economic realities of 
mortgage forclosures. Mortgage lenders are primarily engaged in the 
business of making loans. <A foreclosure or similar proceeding is 
essentially a step in the process of recovering capital and marks no 
significant change in the lender’s economic relationship to the property 
used to secure the loan. Final income consequences of a loan trans- 
action are not actually realized until the original venture is liquidated 
through sale or disposition of the pledged property. 

F. Exchanges of insurance policies (see. 1036) 

Under present law, where one insurance policy is exchanged for 
another, the excess of the value of the policy received over the pre- 
miums paid for the exchanged policy is taxable. This has resulted 
in the taxation of individuals who have merely exchanged one insur- 
ance policy for another beiter suited to their needs and who have 
not actually realized gain. To remedy this situation, your com- 
mittee’s bill provides that no gain or loss is to be recognized on the 
exchange of— 

(1) a life insurance contract for another life insurance contract 
or for an endowment or annuity contract; 

(2) an endowment contract for another endowment contract 
or for an annuity contract; and 

(3) an annuity contract for another annuity contract. 

In the three types of nontaxable exchanges listed above, the con- 
tract received by the taxpayer will take the basis of the contract 
exchanged for it, with adjustments for other payments accompanying 
the transfer. Thus, if the exchange concerns contracts whose pro- 
ceeds are taxable, any gain on the original contract, which is not 
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recognized at the time of the exchange, will be taxed when the pro- 
ceeds of the second contract are realized. 

However, when an endowment contract is exchanged for a life 
insurance contract, gain will continue to be recognized at the time of 
the exchange. This is to prevent avoidance of the tax due on the 
maturity of endowment contracts by conversion to life insurance 
contracts whose proceeds, payable at death, are exempt. 


XXVII. Caprrat Garns anp Losses 


The treatment of capital gains and losses is not basically changed 
in this bill. The application of capital gains taxation in the case of 
certain special types of assets, or transactions, however, has been 
revised, 

A. Sale of patents by an inventor (sec. 1235) 

Under present law an amateur inventor may receive capital gains 
treatment on the outright sale of his patent but a professional may not. 
However, if a sale arrangement results in royalty income, rather than 
installment payments, even an amateur inventor receives ordinary 
income tax treatment. 

The present distinction between amateur and professional inventors 
and between royalty income and installment payments is both arbi- 
trary and confusing. Moreover, the present treatment tends to 
discourage scientific work. 

The bill makes no distinction between amateur and professional 
inventors or between royalty income and installment sales. Capital 
gains treatment is to be available in all such cases if the contract does 
not make the sales price dependent, for a period of more than 5 years, 
upon the productivity, use, or disposition of the patent in the hands 
of the buyer, and if the payments must be completed in 5 years (except 
for late payments resulting from the failure of the buyer to meet the 
contract terms). The statute of limitations is extended for this 
purpose. 

B. Definition of capital asset to exclude certain accounts and notes 
receivable (sec. 1221) 

Under present law a taxpayer is now required to take into income 
the value of an account or note receivable acquired in the sale of inven- 
tory or stock in trade, or in connection with the rendering of services. 
Unless the taxpayer is a dealer in accounts and notes, however, he 
receives only a capital loss if he sells the account or note for less than 
he previously took into income. Since this in effect is a business bad 
debt, ordinary loss treatment appears appropriate. 

Your committee’s bill provides ordinary loss or income treatment 
where an account or note, acquired in the manner described above, is 
sold or exchanged. This is the treatment presently applicable if the 
account or note is held until maturity. 


C. Holding period (sec. 1223) 

Present law, in determining long- or short-term capital gains and 
losses, permits the holding period of an asset given up in a tax-free 
exchange to be added to the holding period of an acquired asset. To 
prevent tax avoidance your committee’s bill permits the adding of 
the two holding periods only where both assets are capital assets. 
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Under both present law and the bill, a taxpayer who holds a com- 
modity futures contract for more than 6 months, and then sells it, has 

long-term capital gain or loss. However, under present law if at 
any time he accepts delivery of the commodity, his holding period 
starts again as of that time. Since the taxpayer is “at risk’’ for the 
entire period he holds the futures contract, the bill provides that 
delivery in such a case does not start a new holding period. 
D. Short sales and options (sees. 1233, 1234 

Under present law, a dealer in commodities or securities can obtain 
long-term capital gains treatment by selling his stock in trade short 
rather than by selling it outright. To prevent tax avoidance, your 
committee’s bill provides that the gain or loss from a short sale is to 
depend upon the nature of the asset used to close the sale. 

Under present law in the case of the failure to exercise an option 
the holder of the option always realizes a short-term capital loss and 
the grantor a short-term capital gain; in the case of the sale of an 
option the holder (unless a dealer in options) realizes a long or short- 
term capital gain or loss depending on how long he held the option. 
Your committee’s bill provides consistent treatment for sales and 
failures to exercise an option and in the case of the optionee makes 
the treatment depend on the nature of the underlying asset. Thus, 
if a taxpayer acquires an option relating to a none apital asset he will 
receive an ordinary gain or loss when he sells the option or when the 
period expires for him to exercise it; or if the underlying asset is a 
capital asset he will receive capital gain or loss treatment regardless 
of how he disposes of the option. However, the grantor of the option 
always will receive ordinary income on the failure to exercise any 
option. 

Present law does not count as a part of a holding period any period 
in which a taxpayer is both long and short with respect to substantially 
the same investment. Moreover, present law provides a presumption 
that a “‘put” (an option to sell an asset at a fixed price) is a short sale. 
This prevents the use of a “‘put” to artificially extend a speculative 
commitment beyond 6 months. However, if a “put” is purchased 
with the stock which is to be used to exercise it in order to hedge 
against a decline in its value, the taxpayer is denied long-term capital 
gains treatment. To avoid this result a “put” is not to be presumed 
a short sale if purchased at the same time as the stock to be used to 
fulfill the contract. 


(EZ) Bonds and other debt (sec. 1232) 


Under existing law any gain realized from a corporate or Govern- 
ment bond in registered form or with coupons attached is treated as 
a capital gain either if the bond is held to retirement or if it is sold or 
exchanged. Part or all of this gain, however, may represent discount 
on original issue which is a form of interest income and in fact is 
deductible as an interest payment by the issuing corporation. 

Effective with respect to bonds issued after December 31, 1954, the 
committee bill provides that any gain realized by the holder of a bond 
attributable to the original issue discount will be taxed as ordinary 
income. This discount is apportioned over the entire period to the 
maturity of the bond and if the bond is sold prior to maturity only a 
pro rata portion of this discount is attributed to the gain realized by 
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the seller. Any excess gain over the amount considered as ordinary 
income will be taxed as a capital gain. This rule is not applied to 
State and local government securities since interest income on these 
securities is free of tax. Rules for determining the original issue price 
are provided by the bill. 


(F) Investment accouni of real estate dealers (sec. 1237) 

Dealers in securities now receive capital gain treatment on securities 
identified as held for investment purposes. Real estate dealers 
however, are not given similar opportunities to segregate their per- 
sonal investments in real estate from their real estate business activ- 
ities. Such segregation in their cases is limited to occasional instances 
of inherited property or unrelated types of real property investment. 

Your committee’s bill extends capital gain treatment to real estate 
dealers who earmark property for investment (within 30 days of 
acquisition or 90 days after the enactment of this provision) if no 
substantial improvements are made to the property by the dealer and 
if the property is held for a period of at least 5 years. 

To separate the long-term gain element from the ordinary income 
attributable to the selling effort, the bill provides that to the extent 
of 5 percent of the gross proceeds of the sale, ordinary income is 
realized and only the remaining gain is to be treated as a capital gain 
from an investment. Expenditures of the sale are to be allocated first 
to the portion of the gain treated as ordinary income. 


(@) Sale of subdivided real estate (sec. 1238) 


At present, an individual who subdivides real property held for 
investment purposes is likely to be held a dealer and subjected to 
ordinary income tax rates on the entire long-term gain. However, an 
individual holding real property for investment may find that the only 
way to dispose of it at a reasonable Price is to subdivide it into lots. 

The committee adopted a provision which permits a taxpayer sub- 
dividing real estate under special circumstances to report long-term 

capital gains on the sales of lots as capital gains. To obtain this 
eae the taxpayer must not be otherwise a dealer in real estate, 
must not have made a substantial improvement in the property, and 
must have held the property for 5 years. In such cases the first five 
sales may be made subject only to capital gain or loss treatment. 
In the year in which the sixth sale is made, and in any subsequent sales 
of the property, the subdivider is to report 5 percent of his gross 
proceeds of all such sales as ordinary income and any remaining gai! 
as capital gain, in substantially the same manner as provided in “the 
case of investment accounts of real estate dealers. 
(H) Private annuities (sec. 1241) 

Private annuities involve the exchange of property for a promise on 
the part of the buyer to pay a life income. Presently, the tax treat- 
ment of these transactions is in an uncertain status due to conflicting 
court decisions. 

Under the bill the capital gains tax is to be imposed on the seller of 
the property in the year of the exe hange on any excess of the value 
of the annuity, plus other consideration received, over his basis for 
the property. The annuity is not to be discounted for the financial 
condition of the person agreeing to pay the annuity. Moreover, 2 
taxable gift element may be recognized in the exchange. In addition 
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to the capital gains tax, the seller of the property is to pay tax under 
the new annuity rule, using the value of the annuity to determine 
his exclusion. 

The purchaser of the property (the payor of the annuity) may have 
an interest deduction for part of the annuity payment. His basis for 
the property acquired initially is to be determined by reference to the 
purchase price for the property including the value of the annuity. 
Later mortality gain or loss is to result in a basis adjustment to the 
property (or capital gain or loss if the property has been disposed of) 


XXVIII. Reapsustment or Tax Between YEARS 


A. Averaging (secs. 1301-1304) 

Present law provides a spreading back of income for tax purposes in 
many situations where income earned over a pe ‘riod of years is received 
in 1 year. Your committee’s bill retains this treatment but incor- 
porates three substantive changes in existing law. 

A loophole in present law permits a partner to spread back income 
to years before he became a member of a partnership and even, in 
some cases, to years before he was born. ‘This bill provides that a 
partner cannot spread back income to years prior to his becoming a 
member of the partnership. 

‘The second change is designed to increase the incentive to develop 
inventions. The bill increases the maximum period over which in- 
come from an invention can be spread back from the present 36 months 
to 60 months. 

The third change is also a loophole-closing provision. Under the 
bill a taxpayer, in computing the tax attributable to income spread 
back to earlier years, is not to have the benefits of income splitting for 
years prior to 1948. 

B. Adjustments to closed taxable years (sec. 1311-1315) 

Under existing law an adjustment of the tax may be made for 
years otherwise barred by the statute of limitations where either the 
taxpayer or the Commissioner of ‘Internal Revenue maintains an 
inconsistent position in an open taxable year. This prevents either 
party from gaining a tax advantage by a lopting an inconsisteat 
position. An adjustme nt is also permitted in closed taxable years 
under certain conditions where the taxpayer claimed a Tahaan in 
the wrong taxable year or the Commissioner included an item of 
income in the wrong year. 

‘The amendments made by your committee are designed to provide 
a simplified procedure for making the adjustments, to reflect the net 
operating loss in the computation of the adjustment, and to provide 
for more uniform application of the circumstances under which the 
adjustment is allowed. 

At the present time the adjustment to closed taxable years may be 

nade only on the basis of a final determination of the tax liability with 
real to the open year. The final determination must be either a 
decision of a court, a closing agreement, or a formal allowance or 
disallowance of a refund claim. 

Your committee has provided that adjustment in the closed year 
may be made on the basis of an informal determination signed by the 
taxpayer and on behalf of the Commissioner. ‘The new procedure will 
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be subject to regulations approved by the Secretary or his delegate. 
The informal determination will not be binding on the parties, but if 
the determination should later be altered or revoked, the adjustment 
in the closed year will also be revised. The proposed procedure will 
eliminate the present confusion as to the status of informal agreements 

and enable taxpayers and the Government to obtain speedy relief in 
cases where the application of the adjustment provision is agreed to 
by the parties. 

The amount of the adjustment under present law is determined 
solely on the basis of the computation of tax for the year of the error. 
It has been pointed out that the adjustment may be wholly madequate 
in cases where a net operating loss is involved which affects other 
taxable years. ‘The adjustment provisions have been amended ac- 
cordingly to provide that there shall be taken into account the effect 
in other taxable years of a net operating loss deduction or a capita! 
loss carryover which is determined with reference to the year of the 
adjustment. 

Other technical amendments have been made to the provisions 
describing the circumstances under which the adjustment to closec 
taxable years may be made. For example, the adjustment will be 
available, in cases involving the determination of the basis of property, 
where either the taxpayer or the Commissioner assumes an incon- 
sistent position with respect to the expensing of items which are 
properly chargeable to capital account, or the capitalizing of items 
which should have peen expensed. The provisions relating to the 
treatment of property held by donees have been revised to make the 
adjustment applicable where the donor owned the property at the 
time of the erroneously treated transaction. Under present law the 
adjustment as to donors is applicable only where the donor acquired 
the property in the erroneously treated transaction. 


C. Involuntary liquidation of LIFO inventory (sec. 1321) 

Under existing law taxpayers on the LIFO inventory basis are given 
special treatment in the case of involuntary liquidations of inventories 
occurring after January 1, 1950, and before January 1, 1954, and 
related to war conditions or to the disruption of normal trade channels 
which caused a searcity of the inventory goods, provided that replace- 
ment is made prior to January 1, 1956. If these conditions are met, 
an appropriate adjustment is allowed for the year of liquidation to 
cover the cost of replacing that inventory in the latter year. 

The bill provides that this treatment may be applied to involuntary 
liquidations occurring in any taxable year ending before January 1, 
1955, since the continued war in Asia is still forcing the involuntary 
liquidations of inventories. This section has not otherwise been 
changed from present law. 

D. Claim of right (see. 1341) 

Under present law if a taxpayer is obliged to repay amounts which 
he had received in a prior year and included in income because it 
appeared that he had an unrestricted right to such amounts, he may 
take a deduction in the year of restitution. In many instances of this 
nature, the deduction allowable in the later year does not compensate 
the taxpayer adequately for the tax paid in the earlier year. 

The committee’s bill provides that if the amount restored exceeds 
$3,000, the taxpayer may recompute the tax for the prior year, exclud- 
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ing from income the amount repaid. This is an alternative to taking 
the deduction in the year of restitation. The $3,000 limitation is 
imposed for administrative reasons. / Moreover, w ith smaller amounts, 
excluding the repaid amount from the earlier year’s income is likely 
to have little, if any, tax advantage over taking a deduction in the 
year of restitution.) 

a 


XXIX. Consonipatep Rerurns 


Your committee has made several changes in the provisions of 
existing law allowing the filing of consolidated returns by an affiliated 
group of corporations. It has retained, however, the 2 percent addi- 

tional tax on the income of an affiliated group exercising the privilege 
of filing such a return, just as the 85 percent intercorporate dividends 
credit has also been retained although charged to a deduction. Elimi- 
nation of these two provisions is not believed appropriate at this time 
in view of present revenue needs, 


A. Inserting the consolidated return regulations into the code (secs. 
1501-1718) 

Since the Revenue Act of 1928, the law has provided that the 
Secretary is to prescribe regulations, legislative in character, giving 
detailed rules for the filing of a consolidated return by an affliated 
group of corporations. Since these regulations have been generally 
accepted and have become stabilized, your committee has inserted 
them into the law, changing them only to the extent necessary to 
reflect other changes your committee has made elsewhere in the code. 

Under existing law, the members of an affiliated group are required 
to file a consent to the regulations on joining in the filing of a con- 
solidated return. Under your committee’s bill, this consent is to be 
eliminated as no longer necessary. 

B. Change in affiliation test (see. 1502) 

Present law provides that for corporations to join in the filing of 
a consolidated return, one must own 95 percent of the outstanding 
stock of the other. Your committee has lowered this stock ownership 
affiliation test to 80 percent. This change will make it possible for 
a substantially greater number of multicorporate businesses, which in 
effect operate as economic units, to report their income for tax purposes 
as a single taxpayer. 

Election to file consolidated returns (see. 1505) 

Under both present law and your committee's bill, once the mem- 
bers of an affiliated group of corporations have joined in filing a con- 
solidated return they are required to continue to do so for subsequent 
years unless one of certain specified conditions occur. 

One of the conditions under present law which gives the members 
of an affiliated group a new election arises when there has been an 
amendment to the tax laws which makes the filing of consolidated 
returns less advantageous to affiliated groups generally. The com- 
mittee’s bill retains this and the other conditions under which a new 
election is available. However, there has been some doubt on the 
part of taxpayers as to whether, under present law, the mere expira- 
tion of a provision (such as the possible automatic expiration of the 
excess profits tax last June) constitutes a change in the tax law 
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of the type which would give rise to a new election. Your com- 
mittee’s bill makes it clear that the expiration of a provision is 
to have the same effect as an amendment to the tax law in deter- 
mining whether or not a corporation is to have a new election with 
respect to the filing of a consolidated return. 

D. Earnings and profits (sec. 1732) 

Neither the present code nor regulations indicate how the tax 
imposed on an affiliated group of corporations filing a consolidated 
return is to be allocated among the various members in determining 
their accumulated earnings and profits. This becomes more signifi- 
cant under your committee’s bill because of the lowering of the affilia- 
tion test to 80 percent, which increases the potential minority stock- 
holder interests represented in affiliated groups filing a consolidated 
return. 

Your committee has adopted four alternative elective methods for 
determining the reduction in the accumulated earnings of each mem- 
ber of an affiliated group joining in the filing of a consolidated return. 
An election once made is irrevocable. The four methods are: 

(1) Under the first alternative, the tax is apportioned among the 
members in accordance with the taxable income each has produced, 
disregarding any member which has a loss. Thus, where two members 
of an affiliated group each produce $100,000 of income and a third 
member a loss of $100,000, if the tax were $50,000, it would be appor- 
tioned equally between the 2 members producing the taxable income. 
This rule is to be followed where the affiliated group fails to make any 
election on its first return. 

(2) Under the second alternative, the tax liability of the group is 
allocated to the several members on the basis of the percentage which 
the tax each member would have paid had it filed a separate return is 
of the aggregate of these separate taxes. Thus, in the case of a loss 
carryover, for example, which is utilized by the affiliated group, the 
share of the total tax attributed to the corporation giving rise to the 
carryover would be relatively less than that attributed to the others 
since this loss carryover would have offset its own taxable income if it 
had filed a separate return. 

(3) The third alternative is the same as the first but with the addi- 
tional requirement that the tax attributable to any subsidiary mem- 
ber of the affiliated group is not to be higher than it would have been 
had such member filed a separate return and any excess of such tax 
is to be attributed to the members of the affiliated group, the tax of 
which is lower by reason of joining in the filing of the consolidated 
return or to the parent corporation. 

(4) The fourth alternative would permit the tax liability of the 
group to be allocated in accordance with any other method selected 
with the approval of the Secretary. 


XXX. DisaALLowANcE oF Mintmum EXEMPTION AND CREDIT 
(Sec. 1731) 


Under present law, if a corporation transfers property (other 
than money) to another cor poration which it controls and which was 
created or utilized for the purpose of receiving the transferred property 
in order to obtain either an additional $25,000 minimum surtax ex- 
emption or an additional $25,000 minimum excess profits tax credit, 
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the benefit of the additional credit or exemption is disallowed to the 
transferee corporation. Under existing law, this provision is not ap- 
plicable with respect to taxable years “beginning after December 31, 
1953. 

Consistent with its policy of preventing tax avoidance, your com- 
mittee has extended this provision indefinitely insofar as it relates to 
the $25,000 minimum surtax exemption. The new provision also 
provides that the $30,000 accumulated earnings credit provided by 
vour committee in connection with the tax on accumulated earnings, 
also is not to be available to the transferee corporations in these cases. 


XXXI—Estratre Tax 


Substantive changes have been made in the estate tax but the 
basic structure of this tax has been retained and the rates in effect 
under present law have been continued. 

A. Combining the basic and additional tar (sees. 2001 and 2011) 

Under present law estate-tax liability is computed by first deter- 
mining a “tentative tax” (basic and additional taxes). Then, if the 
estate is over $100,000 a “basic estate tax’’ is computed and 80 per- 
cent of this represents the maximum credit allowed for State death 
taxes. 

Your committee’s bill greatly simplifies this computation by doing 
away with the necessity of separately computing the basic tax. This 
is made possible by expressing the maximum credit allowable tor 
State death taxes as a percent of the taxable estate of the decedent. 

This simplified method of computing the tax does not change the 
tax liability of any citizen or resident of the United States or the 
credit allowed for State death taxes. It does, however, raise slightly 
the tax of those few nonresident aliens who are entitled to a credit 
for State death taxes. 

While the concept of the basic estate tax is largely discarded in 
the bill, a method of determining the basic and additional estate taxes 
separately is retained, since some State death taxes and the exemp- 
tion for estates of certain members of the Armed Forces require the 
separate computation of these taxes. 

B. Credit for tax on prior transfers (see. 2013) 

Present law allows a deduction for property received from a prior 
decedent (or by a gift subject to tax) within 5 years of the current 
decedent’s death. The deduction is allowed for the value of the prop- 
erty still in the possession of the current decedent at the time of his 
death (or which can be traced as having been acquired in exchange for 
such property) and is independent of the amount of the tax paid on 
the prior transfer. The deduction is reduced if the property is subject 
to a debt or claim and no deduction is allowable if the property was 
received from the current decedent’s spouse. 

The committee’s bill provides more equitable results and removes 
the difficult task of tracing the property. A credit is allowed for the 
tax paid on the property in the estate of the prior decedent but it can 
never be larger than if the current decedent had not received the 
property. To eliminate the tracing the credit is based upon the value 
of the property at the time of the death of the prior decedent. More- 
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over, property transferred between spouses, to the extent no marital 
deduction was available, is eligible for this credit. 

The credit is to be allowed in full for 2 years following the death of 
the prior decedent and then decreases by 20 percent every 2 years 
thereafter until no credit is allowed after the 10th year. 

Since the purpose of this provision is to prevent the diminution of 
an estate by the imposition of successive taxes on the same property 
within a brief period, the credit for gift tax paid on a prior transfer 
has been omitted. 


C. Alternate valuation (sec. 2032) 


Present law allows an estate to be valued at either the date of a 
decedent’s death or 1 year thereafter. The value of the property on 
the valuation date selected is also used to determine the income tax 
basis for the property in the hands of the transferee. 

The option to value property a year after death initially was pro- 
vided during the depression of the early 1930’s because by the tire 
estate taxes were paid, property values had dropped substantially, 
sometimes to such an extent that the proceeds of the sale would not 
pay the estate tax due. However, this optional valuation date tends 
to retard the distribution of assets included in the gross estate. More- 
over, it frequently requires the determination of property values as 
of two dates, whether or not an estate tax was paid. 

The bill provides that the option to value property as of a year 
after death is to be available only if the property declines by one- 
third in value during the year after death. In all other cases valua- 
tion at the date of death is to be compulsory. 


D. Transfers taking effect at death (sec. 2037) 

Under present law property previously transferred by a decedent 
is includible in his gross estate if possession or enjoyment of the prop- 
erty can be obtained only by surviving him. This rule applies even 
though the decedent has retained no interest in the property. 

Where the decedent has disposed of all, or substantially all, of his 
rights to property long before his death, it appears unduly harsh to 
subject the property to estate tax merely because the ultimate taker 
of the property is determined at the time of the decedent’s death. 

This rule has been discarded by your committee’s bill. In the future 
property previously transferred by a decedent will be includible in 
his estate only if he still had (either expressly or by operation of law) 
immediately before his death a reversionary interest in the property 
exceeding 5 percent of its value, that is, if he, prior to his death, had 
1 chance in 20 that the property would be returned to him. 


E. Annuities (sec. 2089) 


Under present law the value at the decedent’s death of a joint and 
survivor annuity purchased by him is includible in his gross estate. 
It is not clear under existing law whether an annuity of that type 
purchased by the decedent’s employer, or an annuity to which both 
the decedent and his employer made contributions is includible in 
the decedent’s gross estate. 

The bill requires the inclusion of a joint and survivor annuity in 
the gross estate to the extent that the decedent contributed to its cost 
and, for the purpose of determining the extent of the decedent’s con- 
tribution, the payments made by the employer under an unqualified 
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plan, are to be taken into account. However, under an approved 
ist, pension, or retirement plan the employer’ s contributions are 
t to be considered as having been made by the decedent. 

F or values which are included in the gross estate your committee’s 
bill provides an additional exclusion (ince ome in respect of a decedent) 
when the survivor reports the income, equal to the estate tax attribut- 
able to the income element of the survivorship feature which has 
accrued since the annuity was purchased, 


F. Proceeds of life insurance (sec. 2042) 


The proceeds of life insurance on a decedent are subjected to tax 
in his estate under present law if the policy is payable to the executor, 
if the decedent paid the premiums on the policy (in this case ine ludible 
in proportion to the amount paid), or if the decedent possessed any 

elements of ownership in the policy at date of death. 

No other property is subject to estate tax where the decedent initi- 
ally purchased it and then long before his death gave away all rights 
to the property. 

The bill retains the present rule including life-insurance proceeds 
in the decedent’s estate if the policy is ow ned by him or payable to 
his executor, but the premium test has been removed. To place life- 
insurance policies in an analogous position to other property, however, 
it is necessary to make the 5- percent reversionary interest rule, 
applicable to other property, also applicable to life insurance. 

It is estimated that the change made by your committee in this 
provision will reduce revenues by about $25 million in the fiscal year 
1955. 


G. Expenses, indebtedness, and taxes (sec. 2058) 


Funeral expenses, administration expenses, claims against the 
estate and unpaid mortgages are deductible in computing the taxable 
estate under present law. However, this deduction is limited to those 
expenses allowable by the laws of the jurisdiction under which the 
estate is being administered and cannot exceed the value of the 
property included in the gross estate‘ subject to claims, that is, the 
probate estate. Thus, if the decedent has placed most of his assets 
in a trust (not includible in his probate estate) funeral and other 
expenses actually paid by beneficiaries or expenses of administering 
trust property paid out of the trust assets are not allowed as a dedue- 
tion to the extent they exceed the value of the property in the probate 
estate. 

These arbitrary distinctions have been removed under your com- 
mittee’s bill. Expenses incurred in connection with property sub- 
jected to the estate tax, although not in the probate estate, are to 
be allowed as deductions, if the expenses are of the type which would 
be allowed as deductions if the property were in the probate estate 
and they are actually paid within 1 year of the decedent’s death. 

In addition, expenses in connection with property subject to claims 
are to be allowed without regard to the total value of the probate 
estate if they are paid within the period provided for the assessment 
of the estate tax. 


H. Marital deduction (sec. 2056) 
1) Life estate with power of appointment—A marital deduction is 
allowed in computing the taxable estate under present law for the 
44140°—54—7 
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value of property passing from one spouse to the other, if the surviving 
spouse has a right to the income from the property and has a general 
power of appointment over it. However, present law requires in such 
cases that the property be placed in “trust” and because of doubt 
under the law of the various States as to what constitutes a “trust” it 
is not clear when a legal life estate will qualify as a trust. Nor is it 
clear where property is placed in trust and the surviving spouse has 
an income interest in and power of appointment over part of the 
property, W hen the interests given the surviving spouse constituti 
transfer in trust qualifying for the marital de «duction. 

The bill makes it clear that property in a legal life estate as well as 
property in trust qualifies for the marital deduction and that a rig ht 
to income plus a general power of appointment over only an undivi ided 
part of the property will qualify that part of the property for the 
marital deduction. Conforming changes have been made for | 
insurance or mo payments where the surviving spouse has a 
power of appointment. 

(2) Widows’ allowances.—Under present law amounts paid to a 
surviving spouse, pursuant to a court order, for her support while t! 
estate is in administration are eligible for the marital deduction only 
if the payments do not constitute a “terminable interest.” The dedu 
tion may be disallowed, even if the payments are made prior to the 
filing of the estate-tax return. 

Your committee’s bill modifies this rule by making the terminab!e 
interest rule inapplicable to all amounts paid the widow pursuant to 
State laws for her support during the settlement of the estate, to the 
extent of payments made within one year after the decedent’s death 
Subsequent payments, however, will continue to be subject to the 
terminable interest rule as under present law. 

I. Stocks situated in the United States (sec. 2104) 

Under present law stock held by nonresident aliens is treated 
property situated in the United States if it is stock of a domestic 
corporation regardless of where the certificates are located, and if it is 
stock of a foreign corporation, if the certificates are located in the 
United States 

Under the bill only the first of these rules is retained: Stock is to 
to be deemed to be situated in the United States only where it is 
stock in a domestie corporation. 

This rule conforms to the tax conventions the United States has 
entered into with many countries and removes any deterrent to the 
use of United States bank and trust companies as depositories. 





‘ 


J. Alembers of the Armed Forces dying as a result of service in a combat 
zone (sec. 2201) 

Present law exempts from the additional estate tax members of 
the Armed Forces dying in a combat zone, or dying from wounds or 
disease incurred while in a combat zone. However, this exemption 
applies only to those dying before January 1, 1955. 

The bill extends this exemption from the additional estate tax to 
cover any period in which persons generally are subject to induction 
under the Universal Military Training and Service Act. This change 
is similar to those previously described in the case of the income tax. 
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XXXII. Grier Tax 


A number of substantive changes have been made in the gift-tax 
provisions but the rate of tax is left unchanged. 
A. Nonresident aliens (sec. 2051) 

Present law applies the gift tax to all gifts made by citizens or resi- 
dents of the United States. In the case of nonresident aliens the 
tax is imposed on all gifts of property within the United States. 

The tax on gifts of nonresident aliens is easily avoided if the donor 
merely moves the property from the United States to a foreign country 
and makes the gift there. ‘Thus, the chief effect of imposing the gift 
tax with respect to gifts of intangible property by nonresident aliens 
has been to deny United States financial institutions business as 
depositories for property which nonresident aliens can keep outside 
the United States if they intend to make gifts. Moreover, once the 
property is removed from the United States it is not returned since 
the donees fear that bringing property back to the United States 
would result in the imposition of a gift tax. 

The bill imposes a gift tax with respect to all gifts made by citizens 
or residents of the United States wherever the property is situated. 
In the case of nonresident aliens who are engaged in business in the 
United States tax is imposed with respect to gifts of property situated 
in the United States. With respect to all other nonresident aliens 
the tax is imposed only with respect to tangible property situated in 
the United States. 

B. Gifts to minors (see. 2503) 


Gifts to minors are often hindered by the fact that it is not clear how 
such a gift can be made in trust or through a guardian for a minor’s 
benefit other than as a future interest, and for future interests the 
$3,000 exclusion is not available. Doubt arises as to whether a gift 
in trust for a minor can be a present interest since the child does not 
presently have complete control over the property. Where a child’s 
guardian who has control over gifts to a child is personally responsible 
for the support of a child, since he must provide for the current needs 
of the child, it would appear that a valid gift could only be for a 
child’s future benefit. 

The bill provides that gifts to minors will not be considered gifts 
of future interests if the income and property can be spent by or for 
the child prior to his attaining age 21 and if not so spent passes to the 
child when he reaches age 21 (and to his estate if he dies prior to 
age 21). 

C. Revaluation of gifts for prior years (sec. 2504) 

Due to the cumulative nature of the gift tax and the progression in 
gift-tax rates, the tax liability for gifts in a particular year is dependent 
on the correct valuation of gifts in prior years. Therefore, a tax- 
payer’s gift tax liability for 1953, for example, might be dependent on 
whether the valuation of a gift made in 1935 is larger, smaller, or the 
same as previously reported, although the statute of limitations has 
run on the tax paid on the 1935 transfer. 

It is believed that once the value of a gift has been accepted for 
purposes of the tax by both the Government and the taxpayer, this 
Value should be acceptable to both in measuring the tax to be applied 
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to subsequent gifts. For that reason the bill provides that the vy . 
of a gift as reported on a taxable gift tax return for a prior year is to 
be conclusive as to the value of the gift (after the statute of limitati ons 
has run) in determining the tax rate to be applied to subsequent gifts, 
This substantially increases certainty in the gift tax area, 


D. Tenancies by the entirety (sec. 2515) 

Under present law the creation of a tenancy by the entirety 1 nay 
result in a gift from one spouse to the other at the time the tena: 
is created. Moreover, the termination of the tenancy may also con- 
stitute a gift unless the proceeds are divided between the husband and 
wife. Frequently, real property is held in a tenancy by the entirety 
to insure the right of survivorship in the surviving spouse. Ma 
couples who elect this method of buying a home have no intention at 
making a gift at the time of the creation of the tenancy by the entire 
or any knowledge that they are considered as having done so. 

The bill provides that unless the spouse who furnishes the major 
part of the consideration for the property elects otherwise, a transfer 
of real property to a tenancy by the entirety will not regard it as a ¢ 
at that time. However, when such a tenancy is terminated a gift is 
considered as occurring at that time to the extent the proceeds are 
returned to the husband and wife other than in proportion to the 
consideration furnished by each spouse. 


FE. Property settlements incident to divorce (sec. 2516) 

Under present law property settlements between spouses are not 
re te das taxable gifts if the property settlement is incorporated in 
the decree of divorce. However, the gift-tax status under present law 
of s Ses not incorporated in the decree of divorce is uncertain. 

The bill provides that property settlements involving § transfers 
between spouses are not to constitute taxable gifts if followed by a 
divorce within a reasonable length of time. 


F. Marital deduction (sec. 2523) 

To correlate the marital deduction under the gift tax with the 
ae made by the committee in the marital deduction under th: 
estate tax, the bill makes it clear that transfers to a spouse of a legal 
life estate in property coupled with a general power of appointment 
are cligible for the marital deduction under the gift tax. 


XXXIII. Excitsr Taxes on Atconotic BEVERAGES AND 
Topsacco (chs. 50, 51) 


The committee has substantially revised the provisions of present 
law relating to alcoholic beverages and tobacco although no changes 
in tax rates are made. Present law has been rewritten to delete 
obsolete provisions, remove unnecessary recordkeeping requirements, 
and permit greater freedom to producers and the Treasury Department 
to meet changing commercial practices. It is anticipated that the 
changes made by your committee’s bill will substantially reduce the 


compliance costs of the industries concerned and permit more efficient 
administration, 


A. Use of returns for payment of tax 


In the case of the excises on both alcoholic beverages and tobacco 
products your committee has provided that the taxes are to be paid 
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by returns rather than by the purchase of stamps. The bill provides 
the Secretary may institute the return system at any time after 
January 1, 1955. ‘The period for which the returns are to be filed, 
the time of filing, and other details are to be prescribed by regulations. 
Representatives of the Treasury Department have told your committee 
that while no definite date has been set for instituting the return sys- 
tem, plans have been made to require a weekly return when the plan 
is first put into effect. Subsequent extension of time for filing returns 
will be dependent on the fiscal situation and on the experience with 
the weekly return. 

Under present law taxes on these products are paid for by the pur- 
chase of stamps which must be affixed to packages or containers 
prior to or at the time of removal of the products from the factory 
or other bonded premises. Because of this procedure, producers 
must finance tax payments between the time the stamps are purchased 
and the time they receive payment for the taxed products from their 
vendees. Such financing increases the working-capital requirements 
of producers by many millions of dollars, and the producers have 
requested that they be permitted to pay the taxes on a delayed-return 
basis as is provided in the case of most other excises. Your com- 
mittee’s action recognizes the burden of the present system on pro- 
ducers and provides a method whereby a changeover can be made to 
a delayed-return system. 

B. Penalties 

Under present law the provisions imposing penalties for violation 
of the law with respect to the taxes on alcoholic beverages and tobacco 
products often provide for minimum as well as maximum fines and 
jail sentences. The mandatory minimum requirements have been 
deleted in your committee’s bill because it has been found that they 
have interfered with the effective administration of justice in such 
violations. In certain cases, defendants have received suspended 
sentences because the courts felt the minimum requirements were 
excessive in view of the circumstances. With the removal of the 
minimum penalties, the courts will have greater freedom to fix 
sentences according to the circumstances as they see them. 

C. Distilled spirits 

Due to a lack of time the revision of the distilled spirits provisions 
was more limited than in the case of the provisions relating to the 
other alcoholic beverage and tobacco taxes. In view of this, at the 
direction of your committee an Alcohol Tax Survey Committee of 
the Treasury Department is now working with a committee of the 
distilled spirits industry to consider further changes for submission 
to the next Congress. Nevertheless, a number of substantive 
changes have been made by your committee in this bill. The more 
important changes, other than those already mentioned, are listed 
ee 

(1) Authorization for voluntary destruction of distilled spirits 
prior to withdrawal from bond is provided by the bill. Present law 
provides for the collection of tax on distilled spirits voluntarily 
destroyed unless such spirits are unfit for beverage purposes. This 
provision works a hardship on the industry, since spirits, although 
not considered unfit for use as a beverage, may still be generally 
unacceptable to consumers and thus in fact commercially worthless. 
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Distilleries are authorized to conduct other businesses, except 
specifically prohibited businesses, on distillery premises, when it is 
found by the Secretary or his delegate that such operations will not 
jeopardize the revenue. Currently, only operations connected with 
the production of distilled spirits may be conducted on distill 
premises. One example of a type of business which might be author- 
ized is the manufacture of antibiotic drugs which requires large- 
scale fermenting equipment of the same character as that used j 
distillery. 

(3) The bill removes the requirement of present law that all stills, 
for whatever purpose intended (except stills for refining petrole 1 
be registered. Registration is to be required only of stills intended 
to be used for the distillation, redistillation, or recovery of distilled 
spirits. 

Under present law many thousands of stills used for distilling wate: 
or in the preparation of drugs, chemicals, or for recovering ¢leanii 
fluids are required to be registered. This has placed a major burden 
both upon the industries using such stills and the Government. The 
general requirement for registration of all stills has not material! 
aided the enforcement of the revenue laws relating to liquors, and t! 
administrative expense and the burden upon industries using such 
stills is considered disproportionate to the results obtained. 

D. Fermented malt beve rages 

The provisions of this bill relating to fermented malt beverages 
represent a substantial revision of present law. In addition to 
modification of many specific details to permit greater adaptability 
to specific circumstances, the law has been liberalized to permit 
greater freedom of action by brewers. The provisions listed below 
represent the more important changes made. 

(1) Brewers are authorized to use their premises for producing and 
bottling soft drinks and for such other businesses as the Secretary may 
find will not jeopardize the revenue. Breweries which on June 26, 
1936 were bottling soft drinks are now allowed to carry on such busi- 
ness. Under the bill this privilege is to be available to all brewers. 
Many small brewers have excess bottling and canning capacity which 
could be utilized for producing soft drinks and in this manner make 
their operations more economical. 

(2) The bill provides for the refund or credit of tax paid on beer 
belonging to a brewer if it is returned to the brewery for recondition- 
ing, for use as materials, or destroyed under required supervision. 
Provision also is made for credit or refund of tax paid if beer belonging 
to a brewer is lost by casualty (other than by theft). No claim for 
casualty loss will be allowed, however, if the brewer was indemnified 
by insurance or otherwise. 

Under present law, there is no provision for such credits or refunds. 
Your committee considered it desirable to make such change, however, 
because where such loss or destruction takes place prior to passage of 
title by the brewer, he is now charged tax on production from which 
he receives no benefit. This change will make the basis of brewers’ 
tax payments more nearly comparable to those of most other excise 
taxpayers 

(3) Brewers owning two or more breweries are authorized to 
transfer beer without payment of tax from one brewery to another. 
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Existing law does not permit such transfers, but comparable tax-free 
transfers under bond are permitted for wines and distilled spirits. 
E. Wines 

Present laws relating to wines have been changed substantially to 
aline them with modern production methods and practices, and 
numerous unnecessary restrictions have been removed. Present wine 
laws are outmoded, and thé industry has requested modernization. 
The major changes made in the wine laws are listed below. 

(1) Wineries are to be granted permission to carry on certain 
operations in wineries besides the making of wine, if these operations 
are conducted in a manner which will not jeopardize the revenue. 
This will permit wineries to be used for making fruit juice, jellies and 
jams, and thus permit more efficient utilization of the wine premises. 

(2) A thorough revision of the definitions of wines, the methods of 
preparation permitted, and the required standards of quality is made 
in this bill. These changes have been made to bring the law in line 
with modern production practices and to provide for greater clarity 
as to permissible activities and standards. One of the most important 
changes is the provision permitting use of methods acceptable in “good 
commercial practice’ to correct and stabilize wine. Present law 
prescribes that only ‘usual cellar treatment’? may be used. This 
change in wording will make it possible to recognize new methods 
which may be developed in the future. 

(3) The bill provides a new category of premise, the taxpaid wine 
bottling house, which will operate under Government supervision. 
Under present law the Government cannot supervise the bottling of 
taxpaid wine. This lack of control has led to administrative dif- 
ficulties as well as to frauds on the revenue. 

(4) Provision is made for the allowance of all losses of wine while 
in bond except losses by theft occurring because of negligence or 
collusion. No allowance will be permitted where the claimant is 
indemnified by insurance or otherwise. Allowance also is made for 
voluntary destruction of wine in bond. Under present law, all losses 
in bond are allowed purely at the discretion of the Commissioner. 
Under this rule, amounts lost by theft in all cases have been taxed, 
and destruction without payment of tax has been permitted only for 
wine unfit for use as wine. These changes bring the wine provisions 
in line with those for distilled spirits lost or destroyed while in bond. 

(5) The bill authorizes the refund or credit of tax paid on unmer- 
chantable sparkling or artifically carbonated wine which has been 
returned to a bonded premise. No such provision now exists. Where 
effervescent wines become unmarketable as sparkling wines, as in the 
case of loss of sparkle, the loss in value is substantial because of the 
much higher tax rates for effervescent wines than for still wines. 
This new provision is intended to give relief in such cases. The 
principle used here has long been in effect with respect to tobacco 
products where provision is made for redemption of stamps used on 
taxpaid products subsequently withdrawn from the market. 

(6) The bill provides that the tax base for sparkling and artificially 
carbonated wines is to be a wine gallon instead of the present base of 
each one-half pint or fraction thereof in each container. The rates 
for these wines have been restated to make them practically the 
equivalent of the existing rates. For example, the rate on champagne 





9S INTERNAL REVENUE CODE OF 1954 


or other sparkling wines has been changed from 17 cents on each 
half pint or fraction thereof in each bottle or other container to $3.40 
per wine gallon. The rate per wine gallon is set at 20 times the rate 
per half pint because most such wine is bottled in fifths, and each 
fifth is taxed at 4 times the half-pint unit rate. 

This change will establish a uniform taxable unit for all wines and 
avoid the present tax penalty on using bottles not containing an 
even multiple of half pints. 

(7) The bill imposes the wine tax on sake and other rice wines, 
Presently these wines, because they are made from grain, can only 
be made at breweries and are subject to tax as beer. However, 
since the products are commonly known as wine, it would appear 
that they should be taxed as wine. 

These wines usually contain from 16 to 18 percent of alcohol 
The rate of tax on wines of this strength is 67 cents per gallon, ‘The 
tax on beer is about 29 cents a gallon. 

(8) The bill clarifies the exemption from tax for hard eiders (usually 
sold during season by farmers at roadside stands) to provide that it 
applies when the cider is not preserved by any process or by the 
addition of any material and is not offered for sale as wine or a substi- 
tute for wine. Such cider was not taxable prior to 1936, but the 
amendment of the law in that year to refer specifically to “apple wine” 
raised some question as to whether hard ciders might be taxable, 
This revision will remove the uncertainty. 

F.. Tobacco products 

The new chapter relating to cigars, cigarettes, chewing and smoking 
tobacco, snuff, and cigarette papers and tubes represents a complete 
revision of present law. Provisions which have no relevance to 
present-day business practices have been eliminated (such as refer- 
ences to peddlers) and for many detailed recordkeeping requirements 
there has been substituted a provision which permits required records 
to be specified by regulation. Other important changes are listed 
below. 

(1) Detailed statutory provisions specifying the permitted sizes of 
packages and the exact wording of notices and labels to be put on pack- 
ages have been removed. The revised law is intended to afford relief 
to the industry from present rigid requirements by giving authority 
to effect changes by regulation. 

(2) The bill authorizes credits or refunds to be made the manufac- 
turer for tax paid on articles lost by casualty (except by theft) while 
in his possession. Present law already allows the refund of tax on 
articles withdrawn from the market by the manufacturer. Several 
court decisions have interpreted “withdrawal from the market’’ to 
include loss by casualty (other than theft) while taxpaid articles are 
still in the possession of the manufacturer. This change thus brings 
the law specifically in line with these court decisions. 

(3) The bill provides that every person before commencing business 
as a manufacturer of tobacco products must obtain a permit to engage 
in such business. The permit may be refused if it is deemed that the 
applicant is unlikely to comply with the tobacco tax provisions. Once 
issued, permits may be suspended or revoked after hearing before 
proper authority, 
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These provisions are inserted in the law to provide an effective 
means of terminating operations by manufacturers and dealers who 
violate the law and regulations. At the present time, manufacturers 
and dealers must register before commencing business, but such regis- 
tration has only informational value for there is no restrictive control 
connected with such registration. 


XXXIV. Provisions RELATING TO PRocEDURE AND ADMINISTRATION 


Your committee has made a comprehensive revision of the portion 
of the Internal Revenue Code relating to procedure and administra- 
tion. The changes represent a substantial simplification of existing 
provisions. Administrative provisions presently scattered through- 
out the code have been brought together into a new subtitle. As a 
result of this reorganization it has been possible to combine a great 
number of provisions, shortening them and providing more uniform 
application for the various internal revenue taxes. ‘The new provision 
relating to the time and place for paying any tax shown on a return, 
for example, represents the combination of 34 different provisions in 
the existing code presently scattered all the way from section 53 
to section 3791. ‘To a substantial degree the uniformity has been 
achieved by applying to all taxes the more detailed administrative 
and procedural rules presently applicable only to the income tax. 

The new provisions relate generally to all internal revenue taxes 
imposed and, with the exception of those applying to the alcoholic 
beverage and tobacco taxes, only a few administrative provisions of 
special application have been left in the taxing subtitles. The admin- 
istrative and procedural provisions relating to the alcoholic beverage 
and tobacco taxes have not been brought into the general adminis- 
trative subtitle because of their specialized character. 

The 3 changes of most general application and interest—the 
changes in the time for filing returns, the changes made in the declara- 
tion system for individuals, and the establishment of a declaration 
system for corporations— are discussed in the first 3 sections below. 
Other changes of significance are described briefly in the remaining 
sections under their chapter headings in the new code. 


A. Filing date for tax returns (secs. 6072, 6073) 


Your committee’s bill postpones from March 15 to April 15 the date 
for individuals using a calendar year to file their income-tax returns, 
A similar 1-month postponement is provided for individual income 
taxpayers using a fiscal year. 

It is believed that this change will greatly relieve the difficulties 
taxpayers now have in preparing their returns by the present filing 
date. This should also result in the filing of more carefully prepared 
returns and in addition should be beneficial to those who aid taxpayers 
in making out their returns. 

This change in filing dates is effective for the 1954 tax liabilities 
of calendar year taxpayers which are reported for tax purposes in 
1955. It is also effective for fiscal year taxpayers with respect to tax 
liabilities of years beginning after December 31, 1953. 

The change in the return date also involves the postponing from 
March 15 to April 15 of the filing date for the declaration of estimated 
tax (and the first payment of estimated tax). However, no changes 
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were made in the case of the present June 15, September 15, and Jan- 
uary 15 dates for amending declarations of estimated tax (and fo: 
the last three quarterly payments of estimated tax). 

Under present law farmers are required to file their declarations of 
estimated tax by January 15 or, if they do not wish to file their declara- 
tions by that time, file their final return by January 31.. Your com- 
mittee has moved up this alternative filing date for final returns of 
farmers from January 31 to February 15. It also extended the 
definition of farming to include oyster farming. 

No change was made in the March 15 filing date for corporations 
except in the case of tax-exempt cooperatives. The filing date for the 
returns of these cooperatives was postponed until September 15 
(following the year of tax liability) to coincide with their last date for 
declaring patronage dividends with respect to the prior year’s business, 
B. Declarations of estimated tax by individuals (sees. 6015, 6654) 

Under present law individuals whose tax liabilities are not substan- 

ially discharged by withholding are required to file declarations of 

estimated tax and to pay on a quarterly basis the amount by which 
their estimated tax exceeds that which will be withheld during the 
course of the taxable year. <A declaration of estimated tax must be 
filed by an individual whose income is primarily from wages or 
salaries if this income is expected to be more than $4,500 plus $600 
for each exemption. Individuals with over $100 of income from 
sources not subject to withholding are required to file declarations of 
estimated tax if they expect their gross income to exceed $600. 

These requirements have resulted in the filing of over three-quarters 
of a million declarations, where the individuals have no payments to 
make with the declaration and several hundred thousand where the 
payments are very small. This unnecessary filing results from the 
fact that the present requirements are geared to match the estimated 
tax with final tax liability, irrespective of how small the amount of 
tax due in excess of that withheld. Moreover, the filing requirements 
do not make adequate allowance for the standard deduction in the 
case of wage and salary recipients or for personal exemptions in the 
case of other taxpayers. 

Additional charges are imposed under the present law for failure to 
file a declaration or make a payment of the estimated tax or for sub- 
stantial underestimates of tax lability. These charges may be severe. 
For failure to file a declaration or to pay an installment of the esti- 
mated tax, the total charge may be as high as 9 percent of the unpaid 
installment. For a substantial underestimate of tax, that is, an 
estimated tax which is less than 80 percent of the actual tax liability 
for the year (66% percent in the case of farmers), a charge of 6 percent 
of the amount by which the final tax liability exceeds the estimated 
tax may be imposed. This charge and the charge for failure to file a 
declaration or pay an installment of estimated tax may run concur- 
rently and remit in a combined charge of 15 percent of the estimated 
tax due. 

These charges are not only severe but also complex. Three different 
calculations are necessary to determine the charges imposed for failure 
to comply with estimated tax provisions. 

The present system of additional charges also encourages deliberate 
underestimates because no charge is made where an individual sub- 
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stantially underestimates his tax but corrects his estimate by Janu- 

y 15 of the following year. This discriminates against both the 

taxpayer who estimates his tax correctly but fails to make his install- 
ment payments and the taxpayer who pays much of his tax during the 
year but fails to meet the 80 percent test by January 15. 
* Finally, the present system of additional charges is unfair to tax- 
payers who expect to receive the greater part of their income in the 
latter part of the year. Such taxpayers may be forced to choose 
between deliberately understating their tax at the time the first 
declaration is filed, or borrowing or temporarily reducing their capital 
in order to pay taxes on income which they have not yet received. 

To correct these deficiencies in the provisions relating to estimated 
tax, your committee has provided for changes in the filing require- 
ments and in the system of additional charges. 

For an individual with no more than $100 of gross income from 
sources Other than wages or salary, a declaration is to be required 
only if gross income is expected to be $5,000 or more. However, no 
declaration will be required by a married person if his gross income, 
combined with that of his spouse, is expected to be less than $10,000. 
The $10,000 requirement also applies to heads of families. 

For individuals who expect to receive more than $100 of income not 
subject to withholding, a declaration will be required only if gross 
income from other sources is expected to be more than $600 per 
exemption plus $400. These revised filing requirements will sub- 
stantially reduce the number of declarations involving little or no tax 
in excess of the amount withheld, and will thus produce savings both 
for taxpayers and the Internal Revenue Service. 

In place of the present complicated and severe system of additional 
charges, your committee has provided a uniform charge of 6 percent 
per annum for underestimates and unpaid installments of estimated 
tax. In general, this charge will be imposed where the installment 
payment made by the taxpayer is less than 70 percent (66% for farmers) 
of the quarterly installment due on the basis of the tax shown on the 
final return (less the amount of tax withheld). The 6 percent per 
annum charge will be based on the amount of this difference. 

However, in order to make allowance for the fact that many tax- 
payers are uncertain during the early part of the year as to what their 
income and tax will be over the year, no charge will be imposed, even 
if the installment, payment is less than 70 percent of the quarterly 
installment due, if the amount paid as estimated tax is (1) the same as 
the previous year’s tax or (2) the tax for the previous year as it would 
have been if the rates and personal exemptions applicable to the cur- 
rent year had been used. 

In addition, the taxpayer will be able to avoid an additional charge 
if his total payments on or before any installment date are at least 70 
percent of an estimated tax computed by projecting to the end of the 
year the income received from the beginning of the year up to the 
month in which an installment is due. This provision is designed 
to correct the deficiency in the present system of additional charges 
for taxpayers who expect to receive the greater part of their income 
in the latter part of the year. 
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C. Declaration of estimated tax and tax payment schedule for corporations 
(sec. 6016) 

The Revenue Act of 1950 accelerated corporation tax payments from 
4 quarterly installments spread over the 12 months following the 
taxable year to two 50 percent installments, payable in the third and 
sixth month after the close of the taxable year. The transition to , 
2-installment system was accomplished over a 5-year oe heen. 
ning with 1950 and ending with 1954 tax liabilities. Calendar year 
corporations, for example, will pay 45 percent of their 1953 tax 
liabilities in March of 1954, 45 percent in June and 5 percent each > 
September and December, Their 1954 tax liabilities will be paid ha 
in March and half in June of 1955. 

The present 2-installment system lumps substantially all tax pay- 
ments of calendar year corporations within the 90-day period between 
March 15 and June 15. Since corporate taxes account for almost 30 
percent of the Government’s total receipts, the lumping of the flow of 
corporate tax payments to the Treasury aggravates the effect of Treas- 
ury operations on the money markets. It increases the problems of 
managing the public debt and makes it more difficult for corporations 
to manage their own financing. 

Moreover, many large corporations in effect make advance payments 
of their income taxes by the purchase of short-term Government 
securities. Although this funding of tax payments serves to make 
funds available to the Government, it involves additional interest 
payments by the Government and increases the problems of managing 
the short-term debt. 

To remedy this situation, your committee has adopted a system of 
declarations of estimated tax for the larger corporations which re- 
stores the four quarterly installment system and reduces the time the 
corporation is given for the payment of its tax. Your committee has 
accomplished this result in a w ay which will afford the business com- 
munity ample opportunity to adjust to the new system and will work 
no hardship on seasonal businesses or businesses with limited liquid 
funds. 

The bill requires corporations to file a declaration of estimated 
tax and to make a partial payment on account of current tax liability 
by the middle of the ninth month of the year of the tax liability eal 
another by the middle of the last month of the same year. When this 
plan is fully effective, calendar-year corporations will pay one-fourth 
of their estimated tax on September 15 of the year of the tax liability 
and another quarter on December 15 of the same year. A quarter will 
be paid on March 15 of the year following the taxable year and the 
final payment on June 15 of that year. 

To facilitate the transition to the new system, your committee's 
bill makes provision for a gradual shift to the new system over a 5- 
year per iod, starting in 1955. In the case of a calendar-year corpora- 
tion 5 percent of the estimated 1955 liability will become due on 
September 15, 1955; another 5 percent will be due in December, and 
about 45 percent of the actual tax will be payable in the following 
March and another 45 percent in June. For the 1956 liability, the 
September and December payments will be about 10 percent and the 
following March and June payments about 40 percent each. The 
September and December payments will continue to increase each 
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year until they both reach 25 percent of the estimated tax for 1959 
liabilities, when both the March and June payments will have been 
reduced to about 25 percent of the actual tax. In 1960, and in subse- 
quent years, corporation income taxes will be due in four quarterly 
installments, extending from the middle of the ninth month of the 
current year to the middle of the sixth month of the following year. The 
schedule of corporate tax payments during the past 5 years and the 
schedule under your committee’s bill for the next 5 years is as follows: 


Payment schedule for corporation income tax under prevailing law, 1949-54, and 
proposal, 1955-59 


(Calendar year corporations; showing percent of tax liability due in each installment) 









































| 
Income year Following year | 
Income year j ; | | F | Total 
Septem- Jecem- lel Septem- | Decem- 
ber ber | March | June ber ber 
3 | 5 | a 
Pe ee a ee = ee 25 25 25 25 100 
FOU htt a tenet tire 30 30 20 20 | 100 
BONN ce has ; ed 35 35 15 15 | 100 
100E: :. aibdabbettnds sch ; eer 40 40 10 10 100 
* cates a | 45 45 | 5 5 100 
ins | 50 | 50 | 0 0 100 
5 | 5 | 45 Si eciceinns — - 100 
| 10 10 40 ss F 100 
15 15 35 35 . . 100 
20 | 20 30 SRE 100 
25 25 25 | hs a oe 100 








1 Applicable to tax liability, in excess of $50,000. 


Your committee’s bill exempts from the required declaration of 
estimated tax and the new tax payment schedule corporations whose 
yearly tax liability cannot reasonably be expected to exceed $50,000. 
Moreover, it limits the current payment requirements to that portion 
of the tax liability in excess of $50,000. Because of these exemptions, 
the declaration system in this bill will not affect the 390,000 corpora- 
tions whose annual tax liability is less than $50,000. It will, however, 
affect the 35,000 corporations with tax liabilities above $50,000. 
These 35,000 corporations account for approximately 90 percent of 
corporate income tax liabilities. Thus, while the plan leaves more 
than 90 percent of corporations unaffected, it accelerates the payment 
of 90 percent of corporate tax liabilities. 

In the case of calendar year corporations, which constitute more 
than two-thirds of the total, the effect of this declaration system is 
to shift tax collections from the second to the first half of the Govern- 
ment’s fiscal year. This will have no effect on the Government’s 
total tax collections during any fiscal year. 

In the case of some fiscal year corporations, however, the speed-up 
will have the effect of shifting payments to an earlier fiscal year of 
the Government. A corporation whose fiscal year ends in June, for 
example, now makes its first tax payment in September. Under the 
new declaration system it will make its first payment the preceding 
March and its second payment in June. This will shift half of its 
annual tax liability to an earlier fiscal year of the Government. A 
similar shift will occur in the case of corporations with fiscal years 
ending in April or May, and for corporations with fiscal years ending 
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in January, February, March, July, August, or September one quarter 
of their tax liability is shifted to an earlier fiscal of the Government. 

Because of the changes in the payments of the fiscal-year corpora- 
tions it is estimated that there will be an annual increase in tax collec- 
tions in the fiscal years 1956 through 1960 of approximately $150 
million, assuming present tax rates. Although these additiona! 
collections represent funds which otherwise would have been received 
in subsequent fiscal years, there will be no corresponding reductions 
in receipts in subsequent years if corporate profits remain at curre1 
level iS, 

To facilitate compliance with these provisions, the bill rani 
for corporations the same additional charges prescribed by the bill n 
the case of declarations of estimated tax by individuals. The: 
charges are equal to 6 percent (per annum) of the amount of under- 
payment. However, the charge will not be imposed if the estimated 
tax upon the basis of which the installments are paid falls into any 
of the following four categories: 

(1) If it amounts to 70 percent of the tax (in excess of $50,000) 
shown on the final tax return; 

(2) If it amounts to as much as the previous year’s tax; 

(3) If it is equal to what would have been last year’s tax lia- 
bility if current tax rates had been applicable, less $50,000, to 
previous year’s income; or 

(4) If it is at least equal to 70 percent of the tax (less $50,000 
due on the basis of projecting to the end of the year the income 
received from the beginning of the year up to the date of the 
declaration or its amendment. 

These exceptions to the additional charges for failure to comply 
with the provisions for declarations of estimated tax, together with the 
$50,000 exclusion, will prevent the hardships which might otherwise 
be imposed on corporations which are uncertain as to what their 
income during the taxable year will be or which expect to receive the 
greater part of their income toward the close of the year. 

These provisions relating to corporations’ declarations of estimated 
tax will greatly assist the Tres usury in managing the public debt with 
the least detriment to the money markets. Moreover. to the extent 
they speed up the collection of revenues, they will reduce the Goy- 
ernment’s short-term borrowing requirements, 

D. Information and returns (ch. 61) 

(1) Present law requires the reporting of payments to another 
person (not a corporation) of more than $600 consisting of rent 
salaries, wages, premiums, annuities, compensations, remuner ations, 
emoluments, and other gains, profits, and income. In the ease of inter- 
est payments present law requires this reporting regardless of the size 
of the payments. Your committee has omitted these provisions from 
the new code because they have not been used extensively under exist- 
ing law and because the requirements if interpreted literally would 
require the filing of these special informational returns by a vast num- 
ber of individuals. 

This does not affect the information returns presently required from 
corporations in the case of dividends and interest, nor reports presently 
required as to the collections of foreign items. 
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(2) The bill raises the minimum income tax return filing require- 
ment from $600 of gross income to $1,200 of gross income for indi- 
viduals over age 65. 

(3) Married taxpayers are to be allowed to file joint returns after 
having filed separate returns without first paying the tax shown on the 
separate returns. For example, if the separate return liability were 
$130 but the joint return liability only $18, a husband and wife could 
shift from separate to joint returns by paying only the $18. Under 
present law they would first have to pay the separate return liability 
of $130 and then claim a refund of $112. 

(4) In the case of corporate returns, 1 officer will be required to 
sign the return instead of 2 as at present. Moreover, any officer 
duly authorized by the company will be able to sign, rather than only 
certain specified officers as at present. 

(5) The Secretary or his delegate will be given the authority to 
crant an extension of time, up to 6 months, for the filing of any tax 
return. At present, this authority is limited to the income and certain 
other taxes. 

Corporations are also given a 3-month automatic extension for 
filing their income tax returns upon the filing of an appropriate form 
and the paying of the tax installment estimated to be due. 

(6) The Secretary or his delegate is to be authorized to allow the 
filing of returns in whole dollar amounts rather than showing the exact 
cents. 

E. Time and place for paying tar (ch. 62) 

A uniform rule is provided permitting the Secretary or his delegate 
to extend the time for the payment of any tax for a period not in excess 
of 6 months (the 10-year period, however, is retained for the estate 
tax). This is present law for the income taxes, estimated income taxes, 
unemployment taxes and gift tax, but in the case of many others 
there either is no provision for an extension of time or provision for 
only a 90-day extension. 


F. Assessment (ch. 63) 


Prior to the enactment of the reorganization plans, in the case of 
each of the approximately 90 million returns the law called for the 
making of assessment lists by the collectors, the transmission of these 
lists to Washington, and certification before assessment was accom- 
plished. The effect of the reorganization plans on these requirements 
is not expressed in the 1939 code. 

Under the bill the assessment is to be made by recording the tax- 
payer’s name, address and tax liability. It is contemplated that this 
will be done by modern machine operations. 


(i. Collection (ch. 64) 


(1) Under the bill while assessment may be made immediately when 
returns are filed early, payment before the due date for the return 
may not be demanded. 

(2) The Secretary or his delegate is authorized to receive any check 
or money order for payment of taxes or stamps. Present law closely 
limits the type of check or money orders which may be received for 
stamps. 

(3) It is made clear that the lien for taxes arises at the time the 
assessment is made. 
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(4) Existing law is clarified and amplified as to the status of tax 
liens relative to other liens. They are to be subordinate to previous 
valid liens of a bona fide mortgagee, pledgee, or purchaser but superior 
to these liens if such a person had knowledge of the tax liability. 

(5) In certain estate and gift tax situations priority of lien is pro- 
vided for bona fide mortgagees and pledgees. The situation of bona 
fide purch asers for full value is also improved in some cases 

(6) The law is clarified with respect to the right of dis traint and 
levy (seizure) for the collection of tax liability. Also, in all cases 
of jeopardy the right is granted the Service to seize property immedi- 
ately after notice and demand. Under present law there must 
be a 10-day waiting period in the case of income, estate, and gift 
taxes. 

(7) The right to levy on salaries due is extended to permit the 
levying on salaries due Government employees in the same manner as is 
presently possible in the case of other employees. 

The list of household goods, etc., exempt from levy is modern- 
ized. Present law exempts “1 cow, 2 hogs, 5 sheep” (if the sheep are 
not worth more than $50), ete. The new provision exempts ‘ ‘neces- 
sary’ wearing apparel and schoolbooks; fuel, provisions, personal 
effects, and furniture to the extent of $500; and necessary books and 
tools for the taxpayer’s trade or profession up to $250. 

Present law requires appraisals of the property exempt from levy 
by three “householders of the vicinity.”” The new provision requires 
appraisal of the exempt property only if the taxpayer demands it, and 
then the appraisal is to be made by three disinterested individuals 
summoned by the officer making the seizures. 

(9) The treatment provided for the sale of seized real and personal 
property is made uniform. 

Present law requires that the place of the sale must be not more 
than 5 miles away from where the property was seized but this limit 
can be ignored on special order of the Commissioner. ‘The new pro- 
vision requires the sale to take place in the same county as the 
seizure except by order of the Secretary or his delegate. 

More freedom is permitted in the methods of holding the sale of 
seized property to obtain the highest price possible to the benefit 
of both the taxpayer and Government: Sale by sealed bids as well as 
by auctions is permitted, the sale of items may be made singly or in 
groups, and down payments by purchasers with the balance being 
paid in a month are permitted. 

(10) New rules are provided for the sale of seized perishable 
goods to make such seizures feasible. 

(11) New rules are provided to insure valid titles to purchasers 
of automobiles lawfully seized and sold by the Government. 

(12) A new provision permits the releasing of seized property if 
the taxpayer makes satisfactory arrangements for the payment of his 
tax, such as the payment in installments from part of his salary. 

H, Abatements, credits, and refunds (ch. 65) 

The rules now expressly provided in the code with respect to certain 
excises, that refunds will be made only if it can be shown that the 
taxes were not passed on to others (or were repaid to them) have been 
extended to include the cabaret tax, taxes on admissions and dues, 
and the tax on pistols and revolvers. Also, the rules permitting 
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refunds of manufacturers’ and retailers’ excise taxes, with respect to 
price adjustments, are extended to include such adjustments with 
respect to the excises on diesel fuel and pistols and revolvers, 

I. Limitations (ch. 66) 

(1) The 3-year period of limitations for assessment or refund now 
applying in the case of the income, estate and gift taxes is applied to 
excise taxes, which presently have a 4-year limitation period. 

(2) The period of limitation for assessment is made 6 years instead 
of 5 in the case of the omission of 25 percent of gross income, and a 
similar rule is applied in the bill to the estate and gift taxes. How- 
ever, under the bill this longer period is not to apply if disclosure of 
the nature and amount of omitted items is made on or with the tax 
return. 

A 6-year limitation for assessment is provided for failure to 
include personal holding company data on the special schedule pro- 
vided for this purpose in the corporation income tax return (no longer 
to be a separate return). 

(4) As under present law there is to be no limitation on the time 
for assessment where no return is filed. However, if a “corporation” 
erroneously in good faith files a trust or partnership return, under 
a 1 such return is to start the running of the statute of limitations. 

) The income-tax rules, presently providing that the period for 
assessment is extended during bankruptcy or receivership proceedings, 
are to be made applicable to all Federal taxes and to any Federal- 
or State-court proceeding. 

(6) The 6-year period during which taxes may be collected after 
assessment is extended for the time the taxpayer’s property is out- 
side the United States. 

(7) The income-tax rule, that for limitation and interest purposes 
an early return is deemed as filed on the last day for filing, is extended 
to pik for all taxes. 

) The period for criminal prosecution is extended from 3 to 6 
years for willful failure to pay any tax or to make a tax return, for 
making false statements, for intimidating United States officers, and 
for certain offenses by such officers. Also, the period (3 or 6 years as 
the case may be) is extended for the period the individual involved is 
outside the United States or is a “fugitive from justice” within the 
United States. 

J. Interest (ch. 67) 

(1) One simple rule is provided under the bill for interest charged 
or paid: It is to be 6 percent from the due date until the amount is 
paid (except that a 4-percent rate is retained in certain estate-tax 
cases) or from the date of overpayment until not more than 30 days 
before a refund is paid. This is to apply to all taxes except where 
payment of estate tax is deferred under certain circumstances, when 
the present 4-percent rate is to apply. However, no interest is to be 
paid on refunds made within 45 days after the due date of the returns. 

2) In the case of a net operating loss carryback the bill provides 
that interest on a deficiency in the year to which the loss is carried 
runs until the end of the loss year; interest on a refund is to begin at 


the end of the loss year (rather than when the claim is filed as at 
present). 
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K. Additions to taz, additional amounts, and assessable penalties 
(ch. 68) 

(1) The additions to the tax (5 percent for negligence and 50 
percent for fraud) are to be applied to deficiencies or underpayments 
and not to the whole tax, as is presently true in the case of the excise 
taxes. ‘These additions, and also the addition of from 5 to 25 percent 
for failure to file a return on time, are to be applied to the net tax, 
i. e., the tax after credits for tax withheld, estimated tax paid, or 
other prepayments, 

(2) A 50-percent addition to tax is to be provided for failure to 
pay a stamp tax, in lieu of the present 100-percent penalty. 

(3) Where withheld or collected taxes are required to be deposited 
in approved depositories an amount equal to 1 percent per month is 
to be charged for any amount which should have been but was not 
so deposited, until it is deposited or until the tax intended to be 
deposited becomes payable, 


L. General provisions relating to stamps (ch. 69) 

Provisions relating to issuance, use, cancellation, and redemption 
of stamps, now scattered throughout the code, are combined and 
simplified in one chapter. 


M. Transferees and fiduciaries (ch. 71) 

Assessment of a transferee for a tax liability of the transferor is 
presently allowed under the income, estate, and gift taxes. The bill 
extends this to all other taxes but only (as to such taxes) if the trans- 
feree liability results from the liquidation or reorganization of a 
corporation or liquidation of a partnersrip. 


N. Crimes, other offenses and forfeitures (ch. 75) 

In this chapter all criminal offenses are brought together, as are 
all other offenses, and all provisions relating to forfeitures, except 
those relating to alcoholic beverages, tobacco, and short-barreled 
firearms. 

In general, uniform penalties are provided instead of the varying 
penalties now provided for what in substance is the same offense, 
namely, the attempt to evade tax. For offenses of this type the 
penalties usually provided by the new provisions are fines of up to 
$10,000 or imprisonment up to 5 years or both. Minimum penalties, 
however, are omitted. Thus it will be possible for the judges to 
better fix the penalties to fit the circumstances. 

(1) A provision of the Criminal Code makes it an offense punish- 
able by a $5,000 fine or 3 years’ imprisonment or both to forcibly 
assault, resist, oppose, etc., any officer or employee acting under the 
internal-revenue laws. A similar, but amplified, provision of this bill 
covers all cases where the officer is intimidated or injured; that is, 
where corruptly, by force or threat of force, directly or by communi- 
cation, an attempt is made to impede the administration of the 
internal-revenue laws. The penalty in the case of all such attempts 
to interfere with administration of the internal-revenue laws is to be 
a fine of not more than $10,000 or imprisonment for not more than 
5 years or both. 

(2) More rigid restrictions have been imposed upon State officers 
to prevent divulging, or permitting to be seen, information obtained 
from the inspection of Federal tax returns. The restrictions imposed 
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and the penalties for violation, are similar to those already in effect 
for Federal officers. 

3) The committee provided more severe penalties for offenses by 
Government employees, making them correspond to the penalties 

posed in the case of offenses by taxpayers. Moreover, the offenses 

more carefully defined. 
OQ. Judicial proceedings (ch. 76) 

1) In the ease of civil actions for refund, it is provided that when 
a taxpayer has sued for refund in a district court (or the Court of 
(‘laims) and the Government sends a notice of deficiency, the taxpayer 

to be able to have all issues decided either in the district court 

Court of Claims) or in the Tax Court. 

2) Where a petitioner is a foreign corporation, trust, or estate, or 
nonresident alien, it is provided that the Tax Court can order the 
reign corporation, or its parent or subsidiary, or any other person 

inder the control of the petitioner, to produce books and papers even 
if they are abroad. If the petitioner does not comply, the Tax Court 
s directed to strike out pleadings, dismiss the proceedings, or give 
judgment by default, as circumstances may indicate. 

Fs Misce llaneous provision Ss (ch. 77) 

1) Under the bill, if any claim, statement, or other document 
except a tax return is received after the day on which it is required to 
be filed it will nevertheless be considered as filed on time if the post- 
mark shows a date on or before the due date. A registry receipt is 
to be prima facie evidence of delivery. 

2) The bill provides that the time for filing any document, or for 
performing any act, is to be extended to the day following Saturdays, 
Sundays, or legal holidays, as determined in the District of Columbia 
if the act is to be performed in Washington, or as determined under 
local law, if the act is to be performed in a district office or elsewhere, 
This presently is the rule with respect to petitions to the Tax Court. 


XXXV. Review or REFunp Cases 


Under present law the Joint Committee on Internal Revenue 
Taxation reviews all internal revenue tax refund cases involving more 
than $200,000. 

Your committee’s bill provides that in the future the Joint Com- 
mittee on Internal Revenue Taxation is to review all such refund cases 
involving more than $100,000. 
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DETAILED DISCUSSION OF THE TECHNICAL 
PROVISIONS OF THE BILL 


SUBTITLE A—INCOME TAXES 


CHAPTER I—NorMAL TAXES AND SURTAXES 


SUBCHAPTER A—DETERMINATION OF TAX LIABILITY 
Part I—Tax on INDIVIDUALS 


Section 1. Tax imposed 

Section 1 of the bill, derived from sections 11 and 12 of the Internal 
Revenue Code of 1939, imposes a tax upon taxable income through a 
rate schedule which combines the normal and surtax on individuals 
(but providing that the tax consists of the normal tax and surtax). 
The credit provided by section 25 (a) of such code on account of 
partially exempt bond interest in the computation of normal tax net 
income, is reflected in section 35 of the bill, as a credit against tax. 
Therefore, the distinction between normal tax net income and surtax 
net income has been eliminated, and the tax is imposed upon “taxable 
income” as defined in section 63 of the bill. The use of the word 
“imposed” rather than “levied, collected, and paid,’’ is only a modern- 
ization of language. Specific provisions regarding payment and col- 
lection of taxes are contained in the administrative sections of this bill. 

Section 1 of the bill also provides that the tax shall in no event 
exceed 87 percent of the taxable income for the taxable year. In 
cases where the alternative tax is imposed under section 1201 (b), 
the above limit shall apply to the partial tax only, in conformity with 
the holding in Charles E. Merrill v. United States (105 Fed. Supp. 
379 (Ct. Cl., 1952)). 

Section 2. Split income and head of family 

Section 2 corresponds to section 12 (c) and (d) of the 1939 Code. No 
substantive change is made with respect to the split-income pro- 
visions. However, the provisions relating to head of family repre- 
sent considerable change. 

The concept of head of family is comparable to the former concept 
of head of household, but with considerable liberalization. Under the 
new approach, a head of family is entitled to the benefit of full income 
splitting, rather than one-half, as before. The term “head of family” 
is used as being more descriptive of the new concept than “head of 
household,” since it is no longer required that the dependent being 
supported actually live in the household of the taxpayer. 

These changes result in elimination of (a) the separate rate schedule 
(or separate column in the supplement tax table) required for heads 
of household under present law and (6) the difficult concept of “prin- 
cipal place of abode,’”’ both of which gave rise to administrative and 
compliance problems. 
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Subsection (b) (1) provides that in addition to being unmarried at 
the close of his taxable year, a taxpayer must meet certain other 
qualifications in order to be ‘treated as a head of a family. Such 
qualifications are generally comparable to those imposed by present 
law with respect to a head of household, in that the taxpayer must 
qualify for a dependency deduction on account of the support of 
certain individuals, with the following substantial changes: 

(1) It is not necessary that an individual through whom the 
taxpayer qualifies as a head of family actually reside in the tax- 
payer’s household. 

(2) The cost of maintaining the taxpayer’s household is not a 
factor in the test of a head of “family i 

The group of individuals through whom the taxpayer may 

qualify as a head of family has been narrowed. Such individuals 
include only (A) the taxpayer’s son or daughter (including legally 
adopted individuals), father or mother, and brothers or es 
(ine luding a brother or sister of half blood), and (B) a deceased 
spouse’s son or daughter (including legally adopted individuals) 
and father or mother. Thus er andparents, grandchildren, aunts, 
uncles, nieces, nephews, sisters-in-law, and brothers-in-law 
are excluded from such group, although the taxpayer otherwise 
meets the qualifications of the section with respect to such 
individuals. 

(4) The taxpayer must be entitled to a dependency deduction 
‘enla r section 151, on account of any individual used to qualify 
him as a head of ‘family, Thus, the waiver of the dependency 
requirement under present law, with respect to unmarried de- 
scendants of the taxpayer (including stepchildren but excluding 
descendants of stepchildren), has been eliminated. 

Subsection (b) (2) provides additional rules for determining the 
status of a head of family, and of a deceased spouse referred to in 
subsection (b) (1), which closely parallel similar rules in section 
12 (c) (4) of the 1939 Code. Under such rules a taxpayer shall be 
considered as not married if he is legally separated from his spouse 
under a decree of divorce or of separate maintenance or if his spouse 
was at any time during his taxable year a nonresident alien. However, 
a taxpayer shall be considered as married at the close of his taxable 
year if his spouse (other than a spouse from whom the taxpayer was 
divorced or legally separated or who was a nonresident alien at any 
time during such year) died during such year, and the taxpayer has 
not remarried before the close of such year. These provision, if 
the other qualifications are met, permit a taxpayer to qualify as a 
head of family, if a taxpayer and his spouse are prohibited from 
filing a joint return. 

Subparagraph (D) of subsection (b) (2) imposes a restriction upon 
the use of the group of individuals allowed by subsection (b) (1) (B), 
the children or parents of the taxpayer’s deceased spouse, to qualify 
a taxpayer as a head of family, by limiting the applicability of the 
term ‘‘deceased spouse.”? The term “deceased spouse” shall not apply 
if the taxpayer has remarried, or if the deceased spouse, at the time 
of death, was divorced or legally separated from the taxpayer. Under 
such circumstances, effect of the provision is that although a taxpayer 
may be entitled to a dependency deduction for the children or parents 
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of a deceased spouse and may not file a joint return, he cannot qualify 
as a head of family. 

A taxpayer whose deceased spouse was a nonresident alien may 
qualify as a head of family, if he is entitled to a dependency deduction 
for her children or parents, since such a spouse is not excluded from 
the applicability of the term ‘“‘deceased spouse” by subparagraph (D) 
of subsection (b) (2). This result obtains in spite of the fact that a 
taxpayer with a living nonresident alien spouse and who may not file 

a joint return with her but who is entitled to a dependence y deduction 
for the children or parents of such spouse, cannot qualify as a head of 

family, because such children or parents, not being children or parents 
of the taxpayer, are excluded from the group described in subsection 
(b) (1) (A) 

Subsection (b) (3) prohibits a taxpayer from qualifying as a head 
of a family, if at any time during the taxable year he is a nonresident 
alien, ‘This requirement is the same as the one imposed with respect 
to a head of household by section 12 (c) (5) of existing law. 


Sec tion 3. O; tional tax uf adjusted gross income is less than $5,000 


ection 3 of the bill corresponds to the provisions of section 400 of 
thie 1939 Code except that the term ‘alternative tax” has been 
changed to ‘‘optional tax” for purposes of clarity. Also the separate 
column in the tax table for heads of household has been eliminated as 
unnecessary in light of extending full income splitting to the head of 
a family. 


Section 4. Rules for optional tax 


Section 4 of the bill provides certain rules for the optional tax im- 
posed by section 3. These rules correspond to the provisions of sec- 
tions 401, 402, 23 (aa) (4) and 404 of the 1939 Code, which are here 
combined for purposes of clarity. No substantive change is made. 


Section 5. Cross references relating to tax on individuals 
Section 5 of the bill contains cross references to other sections re- 
lating to (a) other rates of tax on individuals and ()) special limitations 
on tax. ' 
Part II—Tax on Corporations 


Section 11. Tax imposed 

This section, which imposes a tax on the net income of every cor- 
poration, corresponds to sections 13 and 15 of the 1939 Code except 
that the tax is imposed upon the “taxable income’”’ of the corpora- 
tion, the terms “normal-tax net income” and “‘surtax-net income”’ 
having been dropped in this revision. 

Under the bill, the reduction on the normal tax from 30 to 25 per- 
cent has been postponed for an additional year; i. e., for taxable years 
beginning prior to April 1, 1955, the r: ate | w ill be 30 pe reent, for taxable 
years beginning after March 31, 1955, 25 percent. No ‘substantive 
change is made. 

The provisions of section 15 (c) of the 1939 Code, relating to the 
disallowance of the surtax exemption of $25,000 in certain cases, are 
continued and included in section 1731. 


Section 12. Cross references relating to tax on corporations. 
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Part I1]—Cuances tn Rates Durtnea a TAXABLE YEAR 


Section 21. Effect of changes 

This section supersedes section 108 of the 1939 Code. This sec- 
tion applies to all taxpayers, including individuals and corporations, 
It provides a general rule applicable in any case where the rate of tax 
imposed upon the taxpayer is increased or decreased or the tax is 
repealed, and where the taxable year includes the effective date of the 
change, except where that date is the first day of the taxable year. 

Where this section is applicable, tentative taxes are to be computed 
by applying the rate for the period of the taxable year before the effec- 
tive date of the change, and the rate for the period of the taxable year 
on or after such effective date to the taxable income for the entire 
taxable year. The tax imposed on the taxpayer is the sum of the pro- 
portion of each tentative tax so computed which the number of days 
in each period, that is, the period before the effective date and the 
period on and after the effective date, bears to the number of days in 
the entire taxable year. 

If a tax is repealed, the repeal will be treated as a change of rate, 
and the rate for the period after the repeal for the purpose of computing 
the tentative tax in respect of that period will be zero. If the rate of 
tax is changed for taxable years “beginning after’ or “ending after’ 
a certain date, the following day is the effective date of the change; 
and if the rate is changed for taxable years “beginning on or after” 
a certain date, that date is the effective date of the change for the pur- 
poses of this section. 

This section does not apply to a taxable year beginning before Jan- 
uary 1, 1954, and ending after December 31, 1953. Inthe case of such 
a taxable year section 108 (j), relating to individuals, of the 1939 Code 
will continue to be applicable as if this subtitle of the new code had 
not been enacted, 


Part IV—Crepits Acarinst Tax 


Section 31. Tax withheld on wages and special refunds creditable against 
income tax 
This section, for simplicity, consolidates sections 35 and 322 (a) (4) 
of the 1939 Code. No substantive change is made. 


Section 82. Tax withheld at source on nonresident aliens and foreign 
corporations and on tax-free covenant bonds 
This section corresponds to section 32 of the 1939 Code and is identi- 
cal in substance with that section. 


Section 33. Taxes of foreign countries and possessions of the United 
States 

This section corresponds to section 31 of the 1939 Code and is identi- 
cal in substance with that section, except that the “principal tax,” as 
provided in section 901, may also be credited against the tax imposed 
by this chapter. 

A specific exception contained in section 31 with respect to the tax 
on self-employment income has been eliminated in this section as being 
unnecessary, since such tax will be imposed by chapter 2 of your com- 
mittee’s bill. 





nti- 


as 
ysed 


tax 
eing 
oOm- 


INTERNAL REVENUE CODE OF 1954 Al3 


Section 84. Dividends received by individuals 

This section, for which there is no corresponding perige in the 
1939 Code, provides for a credit against the income tax of an indi- 
vidual of a percentage of the dividends received from domestic corpo- 
rations which are included in gross income. ‘The credit is applicable 
only to taxable years ending after July 31, 1954, and is limited to the 

following percentages of dividends received: 5 percent in the case of 
dividends received after July 31, 1954, and before August 1, 1955; 
and 10 percent in the case of dividends received after July 31, 1955. 

The application of the credit must take into account the exclusion of 
dividends received provided in section 116 of this code. Section 116, 
which is also applicable only with respect to taxable years ending after 
July 31, 1954 (but applies to dividends received in such years without 
regard to the date of receipt, whether before or after August 1), pro- 
vides for an exclusion from gross income to the extent of $50 in the 
case of a taxable year ending after July 31, 1954, and before August 1, 
1955, and for an exclusion in the amount of $100 in the case of a tax- 
able year ending after July 31,1955. Section 116 further provides that 
where dividends received in a taxable year exceed the amounts to b« 
excluded, the exclusion shall apply to the dividends first rece ‘ived in 
such year. The effect of this system of priorities is to exclude from 
gross income the dividends first received in a year and then to apply 
the credit under section 34 to the balance, subject to the limitation 
that the credit may apply only to dividends received after July 
ol, 1954. 

The application of section 34 and section 116 may be illustrated by 
the following example: 

Example. el. an individual who makes his return on the basis of a 
calendar year, receives in the year 1954 the following - idends: $100 
on March 1; $100 on June 1; $100 on September 1; and $100 on 
December 1. Fifty dollars of the dividend received by A on March 1, 
1954, is excluded from gross income under section 116. The balance 
of the dividends received in 1954, amounting to $350, is includible in 
the gross income of A, and a credit of $10 is allowed under section 34 
(5 percent of $200, the amount of the dividends received after July 31, 
1954, that is, $100 received on September 1, 1954, and $100 received 
on December 1, 1954). If the same dividends are received on the 
same dates in the calendar year 1955, the entire $100 received on 
March 1 will be excluded under section 116. With respect to the 
remaining $300 included in gross income, the credit under section 34 
will be $25 (5 percent of the dividends of $100 received on June 1, 1954, 
and 10 percent of the dividends (totaling $200) received on September 
1 and December 1, 1954). 

In cases where it may be essential to determine the actual time of 
receipt of the dividend the usual rules relating to constructive receipt 
and time of receipt of dividends will apply. For a cash basis taxpayer 
dividends are held to be received at the time of actual receipt rather 
than when declared or when mailed by the corporation (unless the tax- 
payer has exercised a choice to defer actual receipt in which case the 
tules of constructive receipt apply) (See Sewell Avery v. Commissioner, 
292 U.S. 210). Similarly, where a stockbroker has purchased in his 

treet name stock for customers, and receives on July 31, 1955, a 
din idend for such customers and transmits such dividend to them by 
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check on August 2, 1955, the customer will be entitled toa credit of 
5 percent. In such cases the broker, of course, will not take such 
dividends into income, nor receive a dividend credit with respect to 
such dividends, nor will he receive a deduction for any amount so 
paid to his customers. 

Subsection (b) of section 34 limits the credit which otherwise would 
be allowed by subsection (a) to an amount which does not exceed the 
lesser of either (1) the amount of the tax imposed by chapter 1 (con- 
stituting the normal tax and surtax) for the taxable year reduced by 
the foreign tax credit allowable under section 33 or (2) 2 percent of 
taxable income for a taxable year ending before January 1, 1955, 7 
percent of taxable income for a taxable year ending after December 31, 
1954, and before January 1, 1956, and 10 percent of taxable income for 
a taxable year ending after December 31, 1955. Thus, if the taxable 
income of an individual for the calendar year 1954 was $4,600, his 
tax liability would be $996. If his foreign tax credit amounts to $606, 
the credit for dividends received would be the lesser of the two above- 
mentioned limitations, or $92 (i. e. 2 percent of $4,600). With the 
same set of facts, for a taxable year ending after December 31, 1954, 
and before January 1, 1956, the credit would be limited to $322 (i. e. 
7 percent of $4,600). For a taxable year ending after December 31, 
1945, the credit would be limited to $396 (i. e. $996 minus $600), 
The 10 percent limitation would not apply because it would result 
in a larger credit than would be allowed under the above-mentioned 
limitation. 

The credit provided by this section is a credit against the taxes 
imposed by chapter 1, including the alternative tax even though no 
income has been received by the taxpayer other than capital gains, 
For this purpose the “tax imposed” does not include interest, penalties, 
and additions to the tax. 

Subsections (c) and (d) of section 34 contain limitations and special 
rules for determining the types of distributions (and in certain cases, 
the portions thereof) which are treated as dividends for purposes of 
the credit.” Thus, section 34 (c) provides that the credit shall not be 
allowed with respect to dividends from (1) insurance companies 
(taxed under sec. 801 and following); (2) China Trade Act corporations 
(see sec. 941); (3) corporations exempt from tax under sections 501 
(relating to charitable, etc., organizations) and 521 (relating to farmers’ 
cooperative associations); and (4) corporations engaged in business in 
the United States possessions (and thereby permitted special tax 
treatment under sec. 931). Similarly, under section 34 (d) (2), the 
so-called dividends paid by mutual savings banks and building and 
loan associations (and deductible from gross income by them under 
sec. 591) are ineligible for the credit. On the other hand, a distribu- 
tion from any organization taxed as a corporation, such as a real 
estate trust, is (unless otherwise specifically excluded) eligible for the 
credit if the distribution is taxed as a dividend. 

Patronage dividends paid by either exempt or taxable farm coop- 
eratives do not constitute dividends within the meaning of section 
34 (a). However, the credit is allowed for other dividends paid on 
capital stock by nonexempt cooperatives and capital stock dividends 
paid by certain building and loan associations. 

Under the special rules in section 34 (d) the credit may be limited 
to a portion of a distribution made in securities or in property other 
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than money, or a distribution by a regulated investment company. 
Thus, omen a dividend in kind may be included in income in an 
amount equal to the fair market value of the property distributed, 
section 34 (d) (1) (B) provides that the amount to be used in com- 
puting the credit shall not exceed the amount of the adjusted basis 
in the hands of the distributing corporation. Under section 34 (d) (1) 

(A) the fair market value of a dividend received in securities may be 
used in computing the credit. 

In the case of a dividend by a regulated investment company, the 
credit under section 34 (a) is limited by relationship to the character 
of the underlying income in the hands of the investment company. 
Section 34 (d) (3) prov ides for this limitation by reference to section 
54. The rule in substance is that, if the nondividend income of the 
investment company (that is, income which has not previously been 
subject to tax) consists of more than 25 percent of the total income 
of the company, the credit is allowed only with respect to an allocable 
portion of the dividend received by the mvestment company’s share- 
holders (see sec. 854). 

Subsection (e) provides that the credit shall not be available to a 
nonresident alien individual not engaged in trade or business in the 
United States with respect to whom a tax of 30 percent of gross income 
is imposed under section 871 (a). 

Subsection (f) contains cross references to sections 642, 702, and 
584, relating to estates and trusts, partnerships, and common trust 
funds, respectively. In general, the applicable principles are those 
applied in the case of the credit for partially tax-exempt interest under 
section 35. Thus, in the case of dividends received by an estate or 
trust, the credit is allowed to the estate or trust entity unless the divid- 
ends are distributable to a beneficiary and thus taxable to him, in 
which case the beneficiary is entitled to the credit. In the case of 
dividends received by a partnership, the credit is to be appropriately 
allocated among the partners. 


Section 85. Partially tax-exempt interest received by individuals 


Section 35 provides for a credit against tax of an amount equal to 
3 percent of the partially tax-exempt interest received by individ- 
uals. This credit is in lieu of the credit provided in section 25 (a) 
of the 1939 Code which in substance exempts such interest from the 
imposition of the 3-percent normal tax. 

Subsection (a) provides a credit (against the tax imposed by subtitle 
A for the taxable year) of 3 percent of the amount that an individual 
receives as interest on obligations of either the United States, or cor- 
porations organized under act of Congress which are instrumentalities 
of the United States. The application of the credit is limited to cases 
where the taxpayer includes the interest so received in gross income 
and such interest is exempt from normal tax under the act authorizing 
the issuance of such obligations. 

Subsection (b) limits the credit which would otherwise be allowed 
under subsection (a) to the lesser of either (1) the amount of tax 
imposed by chapter 1 reduced by the sum of the credits allowable for 
foreign taxes (under sec. 33) and for dividends received by an individ- 
ual (under sec. 34) or (2) 3 percent of the taxable income for the 
taxable year. 

Subsection (c) provides a cross reference to section 171 (relating 
to amortizable bond premium), 
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Section 36. Credits not allowed to individuals paying optional tax or 
taking standard deduction 

This section corresponds to section 23 (aa) (2) of the 1939 Code and 

rovides that if an individual elects to pay the optional tax imposed 
by section 3 (supplement T tax under existing law) or if he elects to 
take the standard deduction, that such individual shall not be allowed 
the credits provided in section 32 (relating to tax withheld at source 
on nonresident aliens and foreign corporations and on tax-free cove- 
nant bonds), section 33 (relating to taxes of foreign countries and 
possessions of the United States), and section 35 (relating to partially 
tax-exempt interest received by individuals). 

However such an individual will be entitled to the benefits of the 
dividends received credit provided in section 34, and the credit for 
retirement income provided in section 38, unless his tax is computed 
by the district director pursuant to the provisions of section 6014, in 
which case such credits are not permitted. 

Section 37. Credit with respect to business income from foreign sources 

This section, for which there is no corresponding section in existing 
law, allows a credit against the tax imposed by chapter 1 other than 
the accumulated earnings tax imposed by section 531 equal to 14 
percent of the amount of the taxable income coming within the scope 
of section 923 (relating to business income from foreign sources). 
The credit, however, may not exceed 14 percent of the taxable income. 


Section 38. Retirement income 

Section 38 is entirely new. It provides a limited exemption, by 
means of a tax credit, to all forms of retirement income in order to 
conform the tax treatment of all retired individuals to those who 
now receive tax-exempt social security benefits and certain other 
retirement income. 

Subsection (a) provides that a credit against tax shall be allowed a 
qualified retired individual in an amount equal to his retirement income 
(as limited by subsection (d)) multiplied by the first-bracket tax rate 
(which is now 20 percent). This credit shall be taken after certain 
other credits allowed under the code (i. e., the dividends received credit, 
the credit for foreign income taxes, and the credit for partially tax- 
exempt interest); moreover, this credit cannot reduce the tax below 
zero. If the amount of the credit exceeds the tax otherwise due, no 
taxpayer shall be entitled to a refund by virtue of this section. 

Under subsection (b), any individual may qualify for this credit 
who has attained the age of 65 before the end of the taxable year 
and has received earned income before the beginning of such year in 
excess of $600 in each of any 10 previous calendar years. The defini- 
tion of earned income here is the same as that in section 911 (b) 
(relating to earned income from sources without the United States) 
and means, generally, wages, salaries, professional fees, and compen- 
sation for personal services. A husband and wife may each qualify, 
and the section further provides that a widow or widower whose spouse 
had previously received such earned income shall be considered to 
have received such income. 

Subsection (c) defines retirement income as constituting income from 
pensions and annuities, interest, rents and dividends, to the extent 
that each of these items of income are included in gross income 
under other provisions of the code. Under this latter qualification, 
for example, the first $50 of dividend income received by an indi- 
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vidual in the calendar year 1954, excluded under section 116, would 
not be taken into account in computing retirement income, although 
all dividend income in excess of this amount would be included. 
Retirement income cannot include compensation for personal services 
rendered by the retired taxpayer during the taxable year. 

Subsection (d) provides an additional limitation on retirement 
income. The amount of retirement income (on which the credit is 
based) cannot exceed $1,200 less any amount received by the tax- 
payer as @ pension or annuity under the Social Security Act, or the 
Railroad Retirement Acts of 1935 or 1937 or otherwise excluded 
from gross income (e. g., certain veterans’ pensions exempt from tax). 
Since these amounts are already excluded from income, and hence 
do not form a part of the base on which tax is computed, they are 
similarly excluded from the base on which the retirement income 
credit is computed. This reduction does not include, however, that 
part of any pension or annuity which is excluded from gross income 
because it represents, in effect, a return of capital or tax-free proceeds 
of a like nature. Accordingly, amounts excluded under section 72 
(relating to annuities), section 101 (relating to life insurance pro- 
ceeds), section 401 (relating to certain employ ee annuities and in- 
surance contracts), section 402 (relating to employees’ trusts), and 
section 441 (relating to private annuities) are neither included in 
cross income for tax purposes nor do they serve to reduce the amount 
of retirement income for purposes of this section. Moreover, pen- 
sions in the nature of disability payments (e. g., under workmen’s 
compensation acts or by reason of service in the Armed Forces), 
which are excluded from gross income under section 104 (relating to 
compensation for injuries or sickness), or section 105 (relating to 
certain qualified employers’ accident and health plans), also do not 
reduce the amount of retirement income for purposes of this section. 

Retirement income is further reduced, dollar for dollar, by any 
amount of earned income in excess of $900 received by the retired 
individual in the taxable year. Accordingly, no retirement income 
credit may be claimed when the taxpayer’s earned income equals or 
exceeds $2,100 in the taxable year. 

The maximum credit available under this section is $240 in the case 
of a qualified individual. Its effect, generally, is to allow an unmarried 
individual (using the standard deduction, with no de »pendents) to re- 
ceive &@ maximum amount of $2,666 of retirement income tax free: a 
married individual with no dependents, but with a wife to whom the 
section is inapplicable, a maximum of $4,000; and a married couple, 
each of whom qualifies and each of whom possesses retirement income, 
a maximum amount of $5,333. 

Operation of this section may be illustrated by the following 
example: 

Assume that a qualified individual, unmarried, using the stand- 
ard deduction, has the following items of income in the calendar 
year 1954: 


Dividend income received after July 31, 1954 (of which $50 is excluded 


from gross income under sec. 116)_________ -- $750 
Pension under the Railroad Retirement Act of 1937 (entire ‘ly exe luded 

fromi-groas inéome)...... 2.2.5.6 uu. : a 600 
Disability payments under a workmen’s con npe nsation act (entirely 

excluded from gross income under sec. 104)_.................... 400 
Cs ce ae een ee scale ta chaaedies a 
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First, the taxpayer must compute his tax before the credit, as 
follows: 


re ee So ok i cao bdanwensceuebountwesdn MIO 
cee CNS Weetee a iii Ci ctih eckdcc aes Sis 260 


2, 340 


Less personal deduction_.-.--- iE cs ebro 1, 200 

Taxable income_._......-- te A bl he Se ea aa 1, 14 
x 20 

Ra eer PAE ON a i ee oe ti ink 228 


Less dividends received credit unc der s sec. “34 ie Re alee hee a . 


Tax before retirement income credit_.........---.-.- 2 193 


Next, the taxpayer must compute his retirement income credit 
as follows: 


Retirement income includes— 


Dividend income......._..----- =a ores titi sc ol te Gata $700 
Rental income__......-.-- Pith wesee Dae ts x wae ea ee 600 
as . ; . 

DtRh PEL OORE RICO i. dak eka Latins bbebdaweewwuemwd 1, 300 


But the limitation in subsection (d) provides that this amount 
must be reduced as follows: 


Retviremens Moose... 6 nacun- sated oe $1, 200 
Less railroad retirement pension oni ie ve vit Shake 600 
690 
Less earned income in excess of $900_............-____---_-- then 100 
200 

¥9n 
MBLISOIRONE INGDING COT. «kd on sian odw es cnckswoslnxcnkeaen 40 


Therefore, the correct tax is $193 less $40, or $153. 

This section will not apply if the taxpayer elects to use the “short 
form” return and have the tax computed by the Commissioner under 
section 6014. 

Section 39. Overpayments of tax 

Section 38 of the bill contains cross reference to section 6401, 
relating to credit against tax imposed by this subtitle for overpayment 
of tax. 


SUBCHAPTER B—COMPUTATION OF TAXABLE INCOME 
Part I—DerinitTIons 


Section 61. Gross income defined 

This section corresponds to section 22 (a) of the 1939 Code. While 
the language in existing section 22 (a) has been simplified, the : all- 
inclusive nature of statutory gross income has not been affected 
thereby. Section 61 (a) is as broad in scope as section 22 (a). 

Section 61 (a) provides that gross income includes “‘all income from 
whatever source derived.” This definition is based upon the 16th 
Amendment and the word “income”’ is used in its constitutional sens 
Therefore, although the section 22 (a) phrase “in whatever form paid 
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has been eliminated, statutory gross income will continue to include 
income realized in any form. Likewise, no change is effected by the 
elimination of the specific reference to compensation of the President 
and judges of courts of the United States, and the compensation 
of such individuals will continue to be taxed in the same manner 
as that of other taxpayers. In view of the fact that certain types 
of income are excluded from gross income by other sections of the 
income tax subtitle of the new code, section 61 (a) contains a clause 
excepting such income from the general definition of gross income. 

After the general definition there has been included, for purposes of 
illustration, an enumeration of 15 of the more common items con- 
stituting gross income. It is made clear, however, that gross income 
is not limited to those items enumerated. Thus, an item not named 
specifically in paragraphs (1) through (15) of section 61 (a) will 
nevertheless constitute gross income if it falls within the general 
definition in section 61 (a). 

Section 62. Adjusted gross income defined 

This section corresponds to section 22 (n) of the 1939 Code. Para- 
craph (1) corresponds to paragraph (1) of section 22 (n) of the code of 
1939. No substantive change is made. 

Paragraph (2) sets out those deductions relating to certain trade or 
business expenses which are allowed to employees in computing their 
adjusted gross income. Subparagraph (2) (A) (reimbursed expenses) 
corresponds to paragraph (3) of section 22 (n) of the code of 1939 and 
subparagraph (2) (B) (expenses for travel away from home) corre- 
sponds to paragraph (2) of section 22 (n) of the code of 1939 except 
for a change in the title. No substantive changes are made in éither 
of these subparagraphs. Two new deductions for employees have been 
added in paragraph (2); transportation expenses (added by subpar. 
(C)), and outside salesman’s expenses (added by subpar. (D)). 

Transportation expenses which are “ordinary and necessary 
expenses paid or incurred during the taxable year in carrying on any 
trade or business’ and are not ‘personal, living or family expenses,” 
are allowed as a deduction under subparagraph (C) from gross income 
in arriving at adjusted gross income. The term “transportation” is a 
narrower concept than ‘‘travel’’ and does not include meals and lodging 
but includes only the cost of transporting the employee from one place 
to another when he is not away from home in a travel status. If the 
employee is away from home in a travel status his expenses would be 
deductible under subparagraph (B). The transportation expenses 
under this subparagraph include not only the cost of transportation 
actually purchased by the taxpayer but also those expenses for 
transportation which he incurs in connection with his employment. 
For example, if an employee uses his own automobile to deliver mer- 
chandise locally for his employer, he will be able to deduct a pro rata 
share of the expenses of operating his automobile. Thus, he may 
deduct the cost of gasoline, oil, and similar expenses as well as depre- 
ciation attributable to such use, if he is not reimbursed for these 
expenses, 

All expenses deductible under this section must, of course, be allow- 
able expenses under part VI. Thus, transvortation expenses do not 
include the expense of commuting to and from work. The latter 
expense constitutes a personal living expense and is never deductible. 
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Outside salesmen’s expenses are provided for in subparagraph (D), 
Under this subparagraph expenses which are ordinary and necessary 
expenses paid or incurred during the taxable year in carrying on a 
trade or business as an “outside salesman” will be deductible in arriy- 
ing at adjusted gross income. An “outside salesman”’ is an individual 
who is a full-time salesman who solicits business away from his 
employer’s place of business. It does not include a salesman, a 
principal part of whose activities consist of service and delivery. 
Thus, a bread driver-salesman or a milk driver-salesman would not 
be included within the definition. Also not within the definition are 
salesmen whose principal activities consist of selling at the employer’s 
place of business but who incidentally make outside calls and sales, 
(These salesmen are eligible, however, for a deduction of transporta- 
tion expenses under subparagraph (C).) Outside salesmen who have 
incidental activities at the employer’s place of business, such as writing 
up and transmitting orders, spending short periods at the employer’s 
place of business to make or receive telephone calls, will still be eligible 
for the deduction allowed to “outside salesmen.” A full-time “out- 
side salesman” may deduct such expenses as those for telephone and 
telegraph, secretarial help, and entertainment. 

Paragraph (3) corresponds to section 22 (n) (7) of the 1939 Code, 
Paragraph (4) corresponds to section 22 (n) (6) of the 1939 Code. 
Paragraph (5) corresponds to section 22 (n) (4) of the 1939 Code. 
Paragraph (6) corresponds to section 22 (n) (5) of the 1939 Code. 
No substantive change is made in these provisions. 

The last sentence of section 62 contains a prohibition against double 
deductions for the same expenditures. This, of course, is the general 
rule throughout the code and is placed here only for clarity as some 
expenditures may fit into more than one category. 


Section 63. Taxable income defined 

This section is derived generally from section 21 of the 1939 Code. 
Taxable income is defined in subsection (a) as “gross income’’ minus 
the deductions allowed by this chapter, other than the standard 
deduction. Subsection (b) provides that in the case of individuals 
electing the standard deduction ‘taxable income” means “adjusted 
gross income” minus the standard deduction and the deduction for 
personal exemptions. 

This change of the term “net income”’ as used in section 21 of the 
1939 Code to ‘taxable income” creates a new concept. It eliminates 
terms such as “normal tax net income,” “surtax net income”’ in the 
case of individuals, and “adjusted net income,” “normal tax net 
income” and “corporation surtax net income”’ in the case of corpora- 
tions and “net income” for both individuals and corporations. ‘The 
change in language clarifies the tax base. It eliminates the necessity 
for credits against net income and exemptions which become deduc- 
tions in arriving at “taxable income” for both corporations and 
individuals. 


Part I]—Items SpeciricatLty INcLuDED IN Gross INCOME 


Section 71. Alimony and separate maintenance payments 
99 


Except for subsection (a) (2), section 71 corresponds to section 22 
(k) of the 1939 Code, which has been restated for purposes of clarity. 
No substantive change is made (except for the change made in sub- 
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section (a) (2) and the changes conforming thereto). Section 22 (k) 
provided that there be included in the wife’s gross income periodic 
payments received from her husband subsequent to a decree of divorce 
or separate maintenance if such payments are received in discharge 
of a legal obligation imposed on the husband under the decree or 
under a written instrument incident to the divorce or separation. 

The bill extends existing law to provide that there shall also be 
included in the wife’s gross income periodie payments received from 
her husband subsequent to a written separation agreement (whenever 
entered into) if such payments are made pursuant to the terms of such 
agreement and because of the marital or family relationship. ‘The 
periodic payments received under such agreement are includible in 
the wife’s gross income whether or not the agreement is an instrument 
enforceable in a court of law. The provision does not apply where 
the husband and wife file a joint retura. 


Section 72. Annuities; certain proceeds of endowment and life insurance 
contracts 
This section corresponds to the portion of section 22 (b) (2) of the 
1939 Code, which prescribes the methods of taxation of the proceeds 
of life insurance and endowment contracts (paid other than by reason 
of the death of the insured) and of annuities. In general, the section 
would make the following major changes from existing law: 

(1) Where proceeds of a life insurance (paid other than by 
reason of the death of the insured), endowment, or annuity con- 
tract are received in a lump sum, the tax is computed as though 
received over the preceding 3-year period in accordance with the 
principles of section 1301 and 1302. 

(2) Where proceeds of an endowment contract are received in 
installments, the method of taxation would be the same as in 
the case of an annuity. 

(3) In the case of amounts received as an annuity (other than 
certain employee annuities), the proportionate part of each pay- 
ment which is to be considered a return of investment and thus 
excludable from gross income is to be determined by the ratio 
which the investment in the contract bears to the expected return 
under the contract, that is, the life expectancy of the individual 
multiplied by the amount of the payment. This replaces the 
method provided in existing law for determining the amount 
includible in gross income, viz: 3 percent of the total premiums 
or other consideration paid. Under this section of the bill, wher- 
ever payments are to be made for life, as a result of the provisions 
of an annuity, endowment, or life-insurance contract, the expect- 
ancy of the life or lives involved measures the number of payments 
which are to be assumed as constituting the expected return 
under the contract. Once determined for a particular contract, 
the excludable portion of the payment remains fixed despite the 
fact that the individual may die before or after his life expectancy. 
If no life expectancy is involved in the manner or extent of pay- 
ments, the expected return is determinable directly from the 
contract without reference to actuarial tables and the above 
computation is unnecessary. Payments made as annuities to 
survivor annuitants under joint and survivor contracts where 
the first annuitant died between 1950 and 1954 and payments 
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made as annuities to survivor annuitants under joint and sur- 
vivor contracts where the first annuitant died after the close of 
1953 are given special treatment, however, as explained later. 
Also, special adjustment, discussed in detail later, is required 
where an annuity contains a refund feature. 

(4) Aseparate treatment, also differing from that under present 
law, is provided for annuities received by an employee where a 
part of the consideration was contributed by an employer. In 
the case of such an annuity, if the employee or his beneficiary will 
recover, during the first 3 years in which payments under the 
annuity are made, all the consideration which the employee has 
paid (plus any paid by the employer which was includible in the 
employee’s gross income and any amounts contributed by the 
employer to the extent that such amounts would not have been 
includible in the gross income of the employee if they had been 
paid directly to the employee as compensation at the time) all 
payments are to be excluded from gross income until such con- 
sideration has been recovered, and all payments thereafter are 
to be fully includible in the gross income of the individual. 
This rule is applicable even though the employee’s annuity began 
prior to 1954. Thus, amounts excluded from income under the 
1939 code are added to amounts excluded under the new pro- 
visions to determine when payments are fully taxable. 

(5) Where a contract (as, for example, an endowment contract) 
provides for payment of a lump sum subject to an option to take 
an annuity in its place, the amount of the lump sum is not to be 
deemed includible in the gross income of the individual merely 
by reason of the fact that the policy has matured if the individual 
elects the annuity option within 60 days of such maturity. 
Instead, the proceeds are to be taxed under the annuity rule. 

Subsection (a) of section 72 states the general rule that amounts 
received under an annuity, endowment, or life-insurance contract, 
(other than amounts received by reason of death to which section 101 
would apply or amounts excluded by other provisions of this chapter) 
are includible in gross income, 

Subsection (b) establishes an exclusion ratio which is designed to 
exclude from gross income the proportionate part of each amount 
received as an annuity which is considered to represent a return of 
capital. The mathematical computation is based on the ratio which 
the amount invested in the contract bears to the expected return 
under the contract at the time the annuity is deemed to start for the 
purposes of the section. 

Subsection (c) provides the definitions for the special terms used 
in subsection (b) to create the exclusion ratio and, in effect, prescribes 
the manner of computation of amounts represented by these terms 
for use in applying the exclusion ratio to an amount received as an 
annuity. Under subsection (c) (1), investment in the contract is 
generally defined as the aggregate amount of premiums or other 
consideration paid for the contract less amounts, if any, received prior 
to the time the annuity is deemed to begin and not included in gross 
income. For this purpose, the rules of section 72 (c) (4) relating to 
the annuity starting date, discussed infra, are pertinent. 

Paragraph (2) of subsection (c) provides further adjustment where 
the expected return under the contract depends at least in part on the 
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life expectancy of one or more persons and the contract provides for 
payments to be made to a beneficiary or the estate of an annuitant 
in the nature of refunds of consideration, or payments for a period 
certain. The “investment in the contract” to be used in the exclusion 
ratio then is reduced by the value of the refund payment or payment 
certain at the time the annuity is deemed to begin. This last deter- 
mination of value is to be without discount for interest and the value 
is therefore equal to the undiscounted value of the death benefit 
determined by eliminating the interest factor from the difference 
between the gross premium of a similar refund or payment certain 
annuity and gross premium of a similar straight life annuity. The 
application of this rule may be illustrated as follows: A, a male, 
aged 65, purchases for $19,390 an annuity, with refund guaranteed, 
providing for annual payments of $1,200. It is assumed the cost of 
an equivalent annuity, containing no refund feature, would be $15,230. 
The difference, $4,160, represents the discounted value of the death 
benefit. 'To determine the undiscounted value of the death benefit, 
adjustment must be made to the discounted value by adding thereto 
the amount of interest attributable to the average expectation of lapse 
of time prior to the death of the annuitant. The resulting figure, 
(assumed for purposes of the example to be $5,076) is then subtracted 
from the consideration paid, $19,390, to obtain the investment in the 
contract, $14,314, to be used in determining the proportionate part of 
each annuity payment to be excluded from gross income. The effect 
of this computation is to include in the gross income of the annuitant 
the interest which it is anticipated will accrue from the death benciit. 

Paragraph (3) of subsection (c) defines the “expected return” under 
the contract. This is the aggregate of payments expected to be 
received after the annuity starting date by the annuitant and, in the 
case of an annuity for the life of an individual, is obtained by multi- 
plying the amount of the annual payment by the number of years 
determined to constitute the life expectancy of the annuitant (or the 
joint life expectancies if the annuity is payable for two or more lives). 
Life expectancy should be determined in accordance with tables pre- 
scribed by the Secretary. Thus, if in the above example the life 
expectancy of A is 15.01 years, the expected return under the contr: ct 
is $18,012 ($1,200 annual annuity multiplied by 15.01). The amount 
of each payment to be excluded is $953.62, that proportion of $1,200 
which the investment in the contract, $14,314, bears to $18,012, the 
expected return. (The same result can be obtained by dividing the 
investment in the contract by 15.01, the life expectancy.) The 
amount includible in the annuitant’s gross income for each year is then 
$246.38, regardless of the number of years he actually lives. Where 
no life expectancy is involved in the annuity, expected return is de- 
termined by totaling the amounts to be received under the contract. 
In such a case, the amount of each payment excludible from the 
individual’s gross income may be simply determined by dividing the 
investment in the contract by the number of payments to be made. 

Section 72 (c) (4) provides rules for determining the date as of which 
an annuity is considered to begin, for purposes of the application of the 
provisions of section 72. In general, the “annuity starting date” is 
the first day of the first period for which an amount is received as an 
annuity under the contract. However, in the case where such date is 
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before 1954, the annuity starting date is January 1, 1954. This date 
is used in computing both the total consideration paid and the life 
expectancy. Thus, if A purchased an immediate annuity beginning 
January 1, 1945, his life expectancy would be determined from Janu- 
ary 1, 1954, and the consideration to be recovered tax-free over such 
period would be the amount paid in 1945 less such sums as have al- 
ready been recovered tax-free under the existing 3-percent rule. Also, 
if A in 1945 purchased a deferred annuity under which payments are 
to begin in 1960, the total consideration paid would be determined 
as of 1960 (i. e., the amount paid in 1945, plus any additional amounts 
paid, less any amounts received as dividends before 1960) and A’s life 
expectancy would be determined as of 1960. 

Subsection (d) contains special provisions for taxing certain em- 
ployee annuities. Under the provisions of the first paragraph, where 
an employer has contributed part of the consideration for an annuity, 
endowment or life insurance contract and the consideration for the 
contract contributed by the employee (as defined in section 72, with 
particular reference to subsection (f)) is equal to or less than the agere- 
gate amount receivable by the employee as an annuity during the three 
years beginning with the date an amount is first so reeeived by the 
employee, all receipts under the contract aggregating no more than 
the amount contributed by the employee are to be excluded from gross 
income. Conversely, as such receipts aggregate a sum larger than the 
amount contributed by the employee, they are fully includible in 
gross income. Paragraph (2) provides that subsection (d) applies to 
the beneficiary of an emplovee in the case where an employee dies be- 
fore receiving any payments under the annuity and the subsection 
would otherwise apply. The final paragraph of the subsection gives a 
cross-reference for determination of includibility of contributions of an 
employer in the gross income of an employee. 

Subsection (e) determines the amounts or portions of amounts to 
be included in gross income where such amounts are not paid as an 
annuity, but are nevertheless received under or in discharge of a 
contract involving amounts payable as annuities. In general, such 
amounts are included in gross income under subsection (e) (1) (A) if 
paid after the annuity starting date. The basis of this rule is that 
the exclusion ration has already been determined and applied to 
amounts paid or to be paid as an annuity and such additional sums 
(as, for example, dividends) were not anticipatable in determining the 
expected return under the contract for the purpose of determining the 
exclusion ratio. However, under subsection (e) (1) (B), such amounts 
paid before the annuity starting date are only includible in the gross 
income of the individual to the extent that they exceed, when aggre- 
gated with other amounts paid the policyholder, the premiums or 
other consideration paid, including employer’s contributions includible 
in the employee’s gross income when paid and employer contributions 
to the extent that such amounts would not have been includible in 
the gross income of the employee if they had been amounts paid 
directly to the employee as compensation at the time. The latter 
treatment is also applied in subsection (e) (2) to amounts paid after 
the annuity starting date if in full discharge of the contractual obliga- 
tion or upon the surrender, redemption, or maturity of the contract. 

Subsection 72 (e) (3) provides for the special treatment under 
which the tax on a lump-sum payment may be determined as though 
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the payment had been received ratably in the taxable year in which 
received and the two preceding taxable years. Since under the rules 
of subsection (e) (1) and (2) the lump sum is included in gross income 
only to the extent that it, with other untaxable amounts received, 
exceeds the consideration, it is only the remaining portion which is 
taxable. 

Subsection (f) provides the method for determining the extent to 
which employer’s contributions are treated as employee’s contribu- 
tions (1) for the purposes of determining the — amount of 
premiums or other consideration paid under (c) (1) (A), (2) for the 
purposes of the special 3-year rule of subsection (d), and (3) for the 
purposes of treatment of amounts (under subsection (e) (ly (B)) not 
paid as annuities, but paid after the annuity starting date; hence this 
subsection must be taken into consideration wherever a computation 
involves an employee annuity. The computation is made by finding 
the aggregate of amounts contributed by the employer which were in- 
cludible in the gross income of the employee and amounts contributed 
by the employer which, if paid directly to the employee at that time, 
would not have been includible in the employee’s gross income. For 
example, in those situations where an employee’s compensation is not 
includible, to some extent, in gross income by reason of his residing 
and being employed in a foreign country, contributions made by his 
employer at such time to a pension fund are not later taxable to the 
employee any more than they would have been taxable to the employee 
at the time of the employer’s contribution if instead they had been 
paid directly to the employee as compensation. 

Subsection 72 (g) provides the same transferee rule as in section 
22 (b) (2) of the existing code except for adjustments necessitated by 
the major changes made in other provisions of the section. It also 
enacts the rule of existing case law that a transferee is to include a 
beneficiary of, or the estate of, the transferee. 

Subsection (h) provides for the exclusion from income of amounts 
payable on maturity of a contract where an option to receive payment 
as an annuity is elected within 60 days after the date when the lump 
cum is payable (eliminating the application of constructive receipt in 
this special case). 

Subsection (i) provides a special rule for the treatment of a survivor 
annuitant under a joint and survivor annuity contract where the first 
annuitant died in 1951, 1952, or 1953. In such cases, where the basis 
of a surviving annuitant’ 8 interest in the contract was determinable 
under section 113 (a) (5) of the 1939 code, (1) the special rule of 
subsection (d) relating to employee’s annuities is not applicable; (2) 
the aggregate amount of premiums or other ere paid is the 
basis of the contract determined under section 113 (a) (5); (3) in 
finding the sum to be recoverable by the surviving annuitant under 
section 72, the amount determined in (2) is to be reduced only by the 
aggregate amount received by the surviving annuitant under the 
contract and prior to the annuity starting date; and (4) the annuity 
starting date is specially defined in subsection (i) (4) as January 1, 
1954, or the date on which the surviving annuitant first receives an 
amount under the contract as an annuity, if such date is after January 

, 1954. 

Subsection (j) provides the special treatment, mentioned above, 

for surviving annuitants under joint and survivor contracts where the 
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first annuitant dies after 1953 and after the annuity starting date, 
Such annuitants are to obtain both the exclusion determined under the 
exclusion ratio of subsection (b) and, for a limited period, an addi- 
tional annual exclusion set forth in this section, The aggregate of the 
additional exclusions is the part of the estate tax which is paid as 
the result of the increase in value (to the beneficiary) of the survivor 
annuity over the cost of the part of the contract providing for the 
survivor annuity. This aggregate is divided by the number of years of 
the life expectancy of the survivor on the first day of the first period 
for which an annuity is payable to such person as a survivor. This 
additional exclusion ceases when the total excluded from gross income 
under this subsection reaches the amount of estate tax attributable 
to the excess of the value of the survivor annuity to the survivor 
over the cost of the survivor element to the decedent. For example, a 
survivor annuity whose value (for estate-tax purposes) is $50,000 has 
a survivorship feature cost of $20,000. Assume the estate tax at- 
tributable to the difference, $30,000 ($50,000 less $20,000) is $5,000 
and the life expectancy is 10 years. For this life expectancy of 10 
years, but not beyond it, the survivor annuitant may exclude from 
1is gross income $500 of each annuity installment (the $5,000 portion 
of the estate tax divided by the 10 years of expectancy) in addition 
to whatever exclusion is determined from the exclusion ratio of 
subsection (b). Assuming the latter to be $2,000 per year, the total 
exclusions for the survivor are $2,500 for 10 years ($2,000 plus $500), 
and thereafter $2,000 only. 

Ordinarily survivor feature cost is the difference between the cost 
of the joint and survivor contract and that of a similar annuity payable 
on the life of the first annuitant alone. Frequently the investment in 
the contract will be the cost of such an immediate joint and survivor 
annuity and the survivor feature cost may be determined directly by 
comparing this with the cost of an immediate annuity on the life of 
the first annuitant. In many cases, however, reconstructing the cost 
of a similar annuity on a single life would be difficult. The bill pro- 
vides, in these cases, that the survivor feature cost may be determined 
as follows: Multiply the actual investment in the contract by the 
difference in cost of an immediate joint and survivor annuity contract 
similar to the actual contract and such an immediate contract on the 
life of the first annuitant, and divide the result by the cost of such 
an immediate joint and survivor contract. 

Investment in the contract and the cost of a similar immediate 
joint and survivor annuity involving the same lives and annuity 
starting date are not equal in some circumstances. One case is where 
the decedent has started out with a different type of contract, and 
later rearranges his investment to acquire a joint and survivor annuity 
contract. Another case where dissimilarity always obtains between 
investment in the contract and the cost of a similar immediate joint 
and survivor annuity is that of the deferred joint and survivor annuity 
contract. Thus, if $30,000 represents the actual investment in a 
deferred annuity contract, but the cost of a similar immediate joint 
and survivor contract would have been $50 ,000, and the cost of an 
immediate annuity for the deceased alone at the time of the original 
annuity starting date would have been $35,000, then $9,000 is es 
survivor feature cost for the purpose of paragraph. (1) ($30,000 divided 
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by $50,000 equals three-fifths; $50,000 less $35,000 equals $15,000; 
three-fifths of $15,000 equals $9,000). 

The final paragraph of the subsection provides that after the excess 
of value (to the surviving annuitant) for estate-tax purposes of the 
annuity contract over the survivor feature cost has been determined, 
the estate tax will be computed twice, once with the excess included 
and once without, but otherwise exactly the same and in accordance 
with requirements for its computation. The difference in the resulting 
tax under the two computations is to be the tax attributable to such 
excess, and, under paragraph (1), is to be spread over the life expect- 
ancy of the surviving annuitant as an Sodinadaal | in addition to that 
determined under subsection (b). 

Subsection (k) specifically provides that amounts paid under an 
agreement to pay interest are includible in gross income. This 

corresponds to section 22 (b) (1) of the 1939 code. No substantive 
change is made. 

* he concluding substantive subsection (1) incorporates the prov ision 
in section 22 (b) (2) of existing law in respect of amounts paid i 
discharge of alimony obligations, making the entire section 72 inap- 
plicable to such payments if includible in gross income under section 71. 

Cross references are provided in subsection (m) to sections dealing 
with the basis of annuities sold or exchanged and to private annuities. 


Section 73. Services of child 


This corresponds to section 22 (m) of the 1939 Code, except that 
the provision relating to assessment of tax has been deleted since it is 
now contained in section 6201 (c). No substantive change is made. 
Section 74. Prizes and awards 

This is a new section which includes in gross income all prizes 
and awards with certain specified exceptions. It is intended to 
eliminate some existing confusion in court decisions over whether 
a prize is income or a gift and would overrule both the Pot O’Gold 
case (Washburn v. Commissioner (1945) 5 T. C. 1333) and the Ross 
Essay Contest case (McDermott v. Commissioner (C. A. D. C. 1945) 
150 F. 2d 585) insofar as each held prizes were not income under the 
1939 Code. A cross reference to section 117 (relating to scholarships 
and fellowship grants) is inserted to preclude taxing such awards under 
this section. 

Subsection (b) excludes from income those prizes and awards 
which are made primarily to recognize past achievements of the 
recipient in one of the specified fields, provided the recipient was 
selected without any action on his part to enter the contest or te 
submit his works in the proceeding and provided he is not required 
to render any substantial future services as a condition to receiving 
the prize or award. Thus, such awards as the Nobel prize would be 
excluded under this section. Subsection (b) is not intended to ex- 
clude prizes or awards from an employer to an employee in recognition 
of some achievement in connection with his employment, such as 
having the largest sales record or best production record during a 
certain period. Amounts received from radio and television giveaway 
shows, or as door prizes, or in any similar type contest would also not 
be covered by subsection (b). 
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Section 75. Dealers in tax-exempt securities 
This section is the same as section 22 (0) of the 1939 Code. 
Section 76. Discharge of indebtedness 


This section is entirely new in the bill. There is no comparable 
provision in existing law. It sets forth rules for determining when the 
discharge of indebtedness reflects the realization of income. 

Subsection (a) states as the general rule to be followed that all dis- 
charges of indebtedness shall be included in gross income with certain 
listed exceptions. The general rule pertains to factual situations 
such as those involved in United States v. Kirby Lumber Company 
((1931) 284 U. S. 1); Commissioner v. Jacobson ((1949) 336 U. S. 28); 
and Madison Railw ays Company ((1937) 36 B, T. A. 1106). 

The rule requiring the inclusion in gross income of the amount of 
the discharge does not pertain, of course, to the case of a discharge of 
indebtedness effected by virtue of a cash payment of the indebtedness 
at par. Neither does it pertain to those transactions reflecting the 
realization of an advantage essentially of a capital nature, that is, 
transactions effected between parties occupying a relationship with 
each other, other than that of debtor and creditor, and dealing with 
each other on the basis of that other relationship. For instance, a 
father interested in the financial welfare of a son may discharge with- 
out consideration the unpaid note of the son. This discharge would 
ordinarily reflect a gift to the son. A stockholder interested in the 
capital structure of a corporation may discharge without cost to the 
corporation a corporate indebtedness to him. This discharge would 
reflect paid-in capital to the corporation. A landlord interested in the 
financial stability of his tenant may discharge a portion of the rent 
otherwise payable from the tenant. The discharge would reflect a 
capital contribution to the tenant whether or not the landlord had 
any proprietary interest in the debtor. A merchant interested in the 
goodwill of a customer may effect an adjustment of an indebtedness 
attributable to property previously sold to the customer. This dis- 
charge reflects to the debtor a capital adjustment of the purchase price 
of the property. These several exceptions to the general rule are 
spelled out in paragraphs (1) to (4). 

Paragraph (5) provides, in effect, that any unspecified transactions 
similar in character to those listed in paragraphs (1) to (4) shall be 
considered as falling within an exception to the general rule. 

Paragraph (6) provides a further exception to the general rule: the 
exclusions from gross income specifically provided for in section 108. 

The general rule of subsection (a) and the several exceptions 
thereto are applicable in all cases of discharge of indebtedness regard- 
less of any considerations of the solvency or insolvency of the debtor. 
They are subject, however, to the qualifications stated in subsection 
(b). 

Subsection (b) provides that, if the indebtedness discharged reflects 
an accrued liability which had been made the basis of a deduction in 
the debtor’s income tax return, and if the creditor had not accrued as 
income the amount of his claim in this respect, the discharge of 
indebtedness shall not be considered as falling within the scope of the 
several exceptions to the general rule of subsection (a). 

No attempt is made in the proposed enactment to develop at length 
the computation as to the amount of income attributable to the dis- 
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charge. The amount of income will be subject to the general rules 
of the code pertaining to different circumstances under which the 
discharge may have been effected. For instance, if the discharge of 
indebtedness is attributable to the payment of cash at par, no income 
to the debtor results; if the discharge is attributable to the payment 
of cash at a 10 percent discount, the economic advantages attributable 
to the negotiation of the discount and the discharge of the indebted- 
ness accordingly will reflect income; if the discharge is effected in 
consideration of a transfer of property from the debtor to the creditor, 
cain or loss to the debtor may result in an amount equal to the differ- 
ence between the indebtedness discharged and the gain or loss basis of 
the debtor with respect to the property transferred; and if a corpo- 
ration holding the note of a stockholder discharges the note, the dis- 
charge to the debtor-stockholder will be considered as equivalent to 
a distribution of so much cash. Whether the distribution to the stock- 
holder attributable to the discharge of his indebtedness constitutes 
income to the stockholder will depend upon whether or not earnings or 
profits were available for distribution. If no earnings or profits 
were available for the payment of a cash dividend, then the distribu- 
tion will be considered as a distribution of capital. In that event, 
gain or loss to the stockholder should be recognized in an amount 
dependent, among other things, upon the cost basis of the stock 
affected by the distribution. 


Section 77. Mortgages made or obligations issued by joint-stock land 
banks 

This section replaces without substantive change sections 22 (j) and 

on of the 1939 Code. The former was merely a cross reference to 
the latter. 


Section 78. Commodity credit loans 


This section corresponds to section 123 of the 1939 Code and sub- 
section (ce) of such section has been deleted (relating to taxable years 
beginning after December 31, 1938, and before January 1, 1942). 
No other substantive changes have been made. 


Part I]]—Irems SpeciricAatty Exctupep From Gross Income 


Section 101. Certain death benefits 

This section corresponds to section 22 (b) (1) of the 1939 Code relat- 
ing to the exclusion of certain death benefits from gross income. 

Subsection (a) states the general rule excluding from gross income 
life insurance proceeds paid by reason of the death of the insured 
(whether received by the decedent’s estate, a beneficiary, a transferee 
or otherwise). The exclusion is applicable whether the insurance is 
payable in a lump sum or in installments except as limited in sub- 
section (d). Subsection (a), however, has no application to proceeds 
of life insurance contracts purchased by an employees’ trust which 
qualifies for exemption under section 501 (e). Subsection (a) does 
exclude death benefit payments under workmen’s compensation 
insurance contracts or under accident and health insurance contracts 
which have the characteristics of life-insurance proceeds payable by 
reason of death. 

Subsection (b) parallels section 22 (b) (1) (B) of the 1939 code in 
providing @ $5,000 exclusion from gross income of amounts paid by 

44140°—54—10 
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or on behalf of an employer to the beneficiaries or estate of an em- 
ployee by reason of death of the employee, but sets forth the following 
special roles: 

Subparagraph (A) applies the $5,000 limit to any employee 
didog than any single employer; in cases where payments of thie 
type described exceed the $5,000 limit and are made to more tha: 
1 beneficiary of an employee and/or are by or on behalf of ore 
than 1 employer, the exclusion shall be allocated among the 
beneficiaries in accordance with such regulations as the Secretar y 
or his delegate may prescribe; 

2. Subparagraph (B) excepts amounts to which the employee had 
a nonforfeitable right before death from the benefit of the exclu- 
sion (other than total distributions payable to a distributee by 
an exempt profit-sharing or stock bonus trust within 1 taxable 
year of the distributee by reason of the employee’s death); 

3. Subparagraph (C) excepts from the exclusion amounts paid 
a surviving annuitant if the employee received or was entitled 
to receive any annuity before his death; 

4. Subparagraph (D) provides that the amount deemed to be 
the consideration paid by an employee for an annuity payabl 
to a survivor to which section 72 (relating to annuities) applies 
shall include the amount by which the value of the annuity to 
the survivor exceeds the amount of any nonforfeitable right 
which accrued to the employee before his death, but the addition 
to the consideration shall not exceed $5,000 in any event and the 
provision will not apply to joint and survivor annuities as de- 
scribed in the preceding subparagraph. 

The requirement under the 1939 Code that the benefits be paid under 
a contract has been eliminated. 

Subsection (c) corresponds to existing law and provides that if life 
insurance proceeds which are excludable under subsection (a) or em- 
ployee death benefits which are excludable under subsection (b) are 
held under an agreement to pay interest thereon, the interest payments 
are includible in gross income. 

Subsection (d) provides that the interest element contained in 
life-insurance proceeds which are payable (in installments, as an annu- 
ity, or otherwise) at a date later than death shall be taxed to the 
beneficiary, except that the widow of a decedent shall be entitled 
to an annual exclusion with respect to such interest in the amount 
of $500 and certain other members of the decedent’s family (includ- 
ing sons- and daughters-in-law and adopted children) shall be entitled 
to a similar exclusion in the amount of $250. 

This provision does not affect any insurance payable in a lump sum 
on the date of death; nor does it affect an equivalent amount paid at 
a later date in whatever manner. Therefore, the subsection provides 
that the present value as of the date of death of life-insurance proceeds 
which are payable later shall be prorated over the period with respect 
to which such payments are to be made, such prorated amounts to be 
excluded from income. As in the case of regular annuities, such an 
annual exclusion based on the life expectancy of the beneficiary 1s 
allowed as long as he lives. All amounts received in excess of this 
exclusion are taxable as interest, except to the extent that the members 
of the insured’s family possess the additional exclusions referred to 
above. The prorated amounts are to be excluded from gross income 
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regardless of the taxable year in which they are actually received. 
If a payment is received in a taxable year other than a year in which 
such payment is due, that portion of such payment which represents 
a prorated amount shall nevertheless be excludible. The subsection 
is not applicable to interest received by a beneficiary under a specific 
agreement with the insurer to pay interest on retained proceeds, 
which sums continue, as under existing law, to be taxable in full 
without benefit of any interest exclusion. 

In the ordinary case, one of the options in such contracts is an 
option to take a specific amount in a lump sum. This lump sum 
amount will be, in such cases, the “amount held by an insurer” and 
need only be prorated over the period payments are to be made by 
the insurer, For example, if at the insured’s death, $1,000 would 
have been payable in a single installment, but 10 equal annual pay- 
ments are made in lieu thereof, the portion of the installment to be 
excluded from gross income is $100 ($1,000 divided by 10). Any 
amount actually received as an installment in excess of $100 is to be 
included in gross income, except to the extent that the annual interest 
exclusion of a qualified beneficiary may apply. If payments for life 
were provided for in the above supposition instead of 10 equal pay- 
ments, the $1,000 lump sum would be divided by the present life ex- 
pectancy in years of the beneficiary concerned. Assuming the bene- 
ficiary to have an expectancy of 20 years and the lump sum payment 
to be $1,000, $50 of each installment payment would be excluded from 
gross income and the balance included in gross income ($1,000 di- 
vided by 20), again subject to the applicable annual interest exclusion. 

Special problems arise where the insurance contract does not provide 
for a particular amount payable immediately upon the death of the 
insured as an option. ‘These are to be solved by finding the value 
(with respect to each beneficiary on a particular contract) of the 
agreement, as of the date of death of the insured, discounted on the 
basis of the interest rate and mortality tables used by the insurer in 
determining the payments. Thus, if the surviving spouse were to 
receive an annuity for a fixed period (or life) under one option and 
under the remaining option she weré to receive a different sum or 
the same sum for a different time, and the daughter were to receive 
an annuity for a given period, the values to each would be determined 
after the wife’s selection of an option, as of the date of death of the 
insured. For example, if the wife selected an option under which 
she is to receive $5,000 per year for her life, having an expectancy 
of 20 years, and the daughter $5,000 per year for 10 years, the dis- 
counted value to the wife might be $60,000, and that of the daughter 
$35,000. The wife would then exclude $3,000 of each installment 
from gross income ($60,000 divided by 20) and an additional $500 
of each installment because of her special exclusion. She would then 
exclude a total of $3,500 of each installment from her gross income, 
but include $1,500 of each installment in her gross income. The 
daughter would exclude $3,500 of each installment from her gross 
income ($35,000 divided by 10), and an additional $250 of each 
installment as the result of her special exclusion as a lineal descendant. 
Altogether the daughter would exclude a total of $3,750 of each 
installment from her gross income, but would include $1,250 of each 
installment in gross income. 
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If the mode of settlement contains refund features the yearly ex. 
clusion will be computed under regulations to be prescribed by the 
Secretary or his delegate, after excluding the actuarial value of such 
features. 

This subsection changes existing law in the treatment of inte rest 
on insurance proceeds to which the subsection is applicable. Under 
present law “guaranteed” interest is regarded as an amount paid by 
reason of death of the insured and is excluded from gross income 
although so-called “excess” interest is regarded as an amount not 
paid by reason of death of the insured and is included in gross income, 
This distinction is abandoned and both types of interest payments 
are now fully includible in gross income, except to the extent they 
may be excluded under subparagraph (B). 

This subsection will be applicable to all beneficiaries under life- 
insurance policies where the death of the insured occurs after the 
date of enactment of this act. 

Subsection (e) excludes payments includible in gross income as 
alimony payments from the effects of the section. 


Section 102. Gifts and inheritances 


This section is a restatement of section 22 (b) (3) of the 1939 Code. 
No substantive change is made. 


Section 103. Interest on certain governmental obligations 

This section corresponds to section 22 (b) (4) of the 1939 Code (relat- 
ing to tax-free interest). No substantive change is made. However 
the instant section omits as unnecessary a provision in section 22 (b t) 
of the 1939 Code, which provided that persons owning any of the goy- 
ernmental obligations enumerated in that section shall, when so re- 
quired by regulations, submit with his return a statement showing the 
number and amount of such obligations owned by him and the income 
received therefrom. 
Section 104, Compensation for injuries and sickness 

This section is the same as section 22 (b) (5) of the 1939 Code, except 
that it is not applicable to amounts received by an employee, to the 
extent that such amounts are attributable to contributions by the 
employer which were not includible in the gross income of the 

employee. With respect to all other amounts, section 104 of this bill 

will apply in the same manner as section 22 (b) (5) of the 1939 Code. 
Thus, any amount rece ‘ived as workmen’s compensation under a work- 
men’s compensation act will continue to be excludable from gross in- 
come under section 104, as will any amount received by a taxpayer 
under a policy of accident or health insurance purchased by him. 
However, if the employer purchases or pays the premiums on an 
accident or health-insurance policy for an employee, any amount 
received by the employee under such policy will not be excludable 
from gross income under section 104, and will be taxable in full unless 
the provisions of section 105 apply. Section 104 will exclude, how- 
ever, any proceeds of such insurance to the extent such amounts are 
attributable to contributions by the employer which were includible 
in gross income of the employee. 


Section 105. Qualified employers’ accident and health plans. 
Under section 22 (b) (5) of the 1939 Code, there is excluded from 
gross income “amounts received, through accident or health insurance 
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or under workman’s compensation acts, as compensation fer per- 
sonal injuries or sickness.” The construction of the term “accident 
or health insurance” has given rise to considerable controversy. 
While the statutory language clearly limits the exclusion to payments 
through insurance, the United States Court of Appeals for the 
Seventh Circuit has held in Epmeier v. United States (199 F. (2d) 
508), that the exclusion applied to sick leave payments received by 
an employee in an amount equal to his regular salary where there 
was no formal insurance policy but merely an employer’s plan for 
payment of sickness benefits. ; 

Section 105 would provide a uniform rule of exclusion applicable 
to amounts (other than amounts covered by section 104) received 
by an employee under a qualified employer’s accident or health plan 
as compensation for personal injuries or sickness whether or not such 
amounts are funded through insurance. The exclusion, however, 
does not apply to amounts attributable to deductions allowed under 
section 213 relating to medical, etc., expenses. 

Subsection (a) states the general rule for exclusion provided by 
the section. 

Subsection (b) provides a limitation with respect to the amount 
which may be excluded under subsection (a). The limitation is 
applicable to amounts received as compensation for loss of wages and 
attributable to contributions of the employer which were not includ- 
ible in the gross income of the employee. As to such amounts, the 
exclusion is permitted only to the extent that the payments are at a 
weekly rate which does not exceed $100 less the weekly rate of any 
nonqualified compensation for the same period. Nonqualified com- 
pensation is defined in section 105 (c) (2) and, in general, means 
compensation from the employer which is not received under a qualified 
plan. Thus, if an employee would be entitled to receive under the 
terms of the plan an amount equal to $100 per week as compensation 
for loss of wages and, in addition, is paid by the employer an additional 
$50 (as, for example, to make up for loss of wages not covered by the 
plan) the amount of the exclusion is limited to $50. The limitation 
of subsection (b) does not, however, apply to amounts received for 
payment of doctors or hospital bills to the extent that these are not 
in fact payments for loss of wages. 

For purposes of subsection (b) the term “wages” is used in a broad 
sense to include salary and other remuneration for employment. 

Subsection (c) defines a qualified employer’s accident or health plan. 
In general, such a plan must be for the exclusive benefit of the em- 
ployees and must be of a nondiscriminatory type such as would 
qualify for exemption as an employee’s pension plan under section 
501 (e) with respect to the employees covered by the plan, the con- 
tributions to the plan, and the benefits payable under the plan. 
(However, in determining benefits, wages shall be taken into account 
without regard to the $4,000 exclusion provided in section 501 (e) 
(4) (A).) 

Subsection (c) provides two further requirements for qualification 
as a qualified employer’s accident or health plan. All of the em- 
ployees covered by the plan must have an enforceable right to the 
compensation covered under the plan during the period when the plan 
remains in effect. Under this rule any employee who is covered by 
the plan during such period must have a nonforfeitable right to the 
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benefits which are provided by the plan, i. e., his rights to receive the 
benefits may not depend on the whim of the employer. However, 
the term enforceable is not used in an absolute sense; it is subject to 
the usual provisions and conditions requiring continued payment of 
premiums, consultation with a doctor at the time of illness and the 
following of a course of prescribed treatment. 

A second requirement is that a plan which provides for payment of 
compensation for loss of wages during a period of sickness must 
provide a waiting period prior to the time when benefits may |e 
received under this section. If an employer provides a nondiscrimi- 
natory insured plan under which employees will be compensated for 
a loss of wages but only after a waiting period of, say, five days, and 
he also provides that all employees will receive a continuation of their 
full salary during the waiting period, an employee receiving his con- 
tinued salary payments will be taxable in full on them but upon 
receipt of benefits under the plan, the $100 exclusion of section 105 
will be applicable to the benefits. 

If the law of a State, a Territory, or the District of Columbia, 
requires an employer to make payments into a fund, the fund shall 
be treated as a plan of an employer for the exclusive benefit of the 
employee even though the Ae may be used for payment of benefits 
to employees of more than one employer. 

The application of section 105 may be illustrated by the following 
examples ia which it is assumed that the employee makes no con- 
tributions. 

(1) An employer establishes an accident and health plan (through 
insurance or otherwise) which provides that after a 3-day waiting 
period, employees shall receive one-half regular wages during any 
period of sickness or personal injury, plus the amount of any medical 
or hospital expenses jncurred, without limitation on account of any 
waiting period. The plan would qualify since the waiting period re- 
quirement of section 105 (c) (1) (D) applies only to compensation for 
loss of wages. 

(2) An employer establishes a qualified plan which provides for 
the payment of regular wages during a period of disability after a 
7-day waiting period, but in the event of occupational injury the 
employee is to receive under the plan only the difference between his 
regular wages and the amount he receives under workmen’s com- 
pensation. Employee A is injured on the job and is disabled for 8 
weeks. His regular wages are $150 per week. He receives $30 per 
week as workmen’s compensation which is excludable from gross 
income under section 104. After the waiting period he receives $120 
per week under the plan. In addition, the employer pays A his regular 
wages during the 7-day waiting period, and after the waiting period A 
receives an additional $10 per week as extra compensation from the 
employer. 

Since the amount received during the waiting period and the extra 
compensation of $10 per week were not received under a qualified 
plan, they constitute taxable income to A. In addition, the weekly 
payment of $10 constitutes nonqualified compensation and reduces to 
$90 the weekly amount which A may exclude from gross income 4s 
compensation for loss of wages. 
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Section 106. Contributions by employer to accident and health plans 


Section 106 provides that gross income does not include contribu- 
tions by the employer to accident or health plans for compensation 
(through insurance or otherwise) to his employees for personal injuries 
or sickness. ‘The exclusion is applicable whether or not the plan of 
the employer constitutes a qualified employers’ accident or health 
plan under section 105, or, if insurance is purchased, whether a group 
policy or an individual policy is involved. 

The exclusion under this section is applicable whether the contribu- 
tion by the employer is made by payment of an insurance premium 
or by some other means, such as a contribution to an independent 
fund. 

Section 107. Rental value of parsonages 

The first paragraph of this section is derived from section 22 (b) (6) 
of the 1939 Cede. No substantive change is made. 

The second paragraph provides that the allowance paid to a minister 
of the gospel as part of his compensation (to the extent used by him to 
rent or provide a home) is not a part of his gross income. Thus, a 
minister who receives a rental allowance in lieu of the use of a home 
will be able to exclude this allowance if it is used to rent or provide 
a home. 

The word “home” as used in both paragraphs is not intended to 
change the law under section 22 (b) (6) of the code of 1939 which used 
the term “dwelling house and appurtenances thereof.” The term 
“home” includes the case where furnishings are also included. It 
does not cover cases where a minister, in addition to the home, rents 
a farm or business property, except to the extent that the total rental 
paid can be allocated to the home itself and the necessary appurte- 
nances thereto, such as a garage. 


’ 


Section 108. Income from discharge of indebtedness 

This section contains the provisions which in the 1939 Code were 
in section 22 (b) (9), relating to the income of corporations attrib- 
utable to the discharge of their indebtedness, and section 22 (b) (10), 
relating to the discharge of the indebtedness of certain railroad 
corporations in reorganization. The provision formerly contained 
in section 22 (b) (9), subsection (a) of this section now, has been 
expanded so that it is now applicable whether or not the indebted- 
ness discharged was intilineed by a security. In addition, it is now 
applicable not only to the indebtedness of a corporation but also to 
the indebtedness of an individual if the indebtedness was incurred or 
assumed by the individual in connection with the acquisition of prop- 
erty used in his trade or business. However, income attributable to 
the discharge of an indebtedness may not be excluded to the extent 
that such discharge was effected in consideration of the transfer of 
property or the rendering of services. Nor is income excludable if 
it is ineludible under section 76 (b). Accordingly, the income, which 
is includible because the debtor had derived a tax benefit by the prior 
deduction of the indebtedness discharged, may not be excluded even 
though the debtor consents to a corresponding reduction of the basis 
of his property. The provision relating to the discharge of the 
indebtedness of certain railroad corporations has not been altered in 
substaace, except that the expiration date has been extended for an 
additional year to December 31, 1955. 
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Section 109. Improvements by lessee on lessor’s property 


Subsection (a) of this section is identical in substance to section 
22 (b) (11) of the 1939 Code. 


Section 110. Income taxes paid by lessee corporation 


Section 110 adopts for income-tax purposes a rule applied in the 
excess-profits tax (under sec. 433 (a) (1) (IX) of the 1939 Code as pro- 
vided by sec. 101 of the Excess Profits Tax Act of 1950) with respect 
to railroad corporations which have entered into leases which require 
the lessee to pay a stated rental to the lessor free of tax. Under this 
provision, the payment or reimbursement of the lessor’s Federal in- 
come tax (arising out of the rental) by the lessee shall be excluded 
from the lessor’s gross income and shall not be deductible by the 
lessee, 

This treatment is to apply only with respect to leases entered 
into prior to January 1, 1954. If a lease entered into prior to such 
date is renewed or continued after such date, it shall receive thy 
proposed treatment if renewed or continued in accordance with an 
option contained in the lease on December 31, 1953. If such option 
was for an initial renewal and a second renewal is made under an 
option contained in the first renewal lease, then such second renewal 
will be considered to have been made in accordance with the option 
existing on December 31, 1953, unless the option by its terms pre- 
cluded a second renewal. 

Section 111. Recovery of bad debts, prior taxes and delinquency amounts 

This section corresponds to section 22 (b) (12) of the 1939 Code, 
relating to the inclusion of amounts attributable to the recovery of 
bad debts, etc., and, with the exception of the change in section 
references, is identical to that section. 

Section 112. Certain combat pay of members of the Armed Forces 

This section corresponds with section 22 (b) (13) of the 1939 Code 
relating to the exclusion of certain compensation of members of tli 
Armed Forces. It is identical to that section, except that the expira- 
tion date is changed from a specific date to a general provision correlat- 
ing the exclusion of this section with any law relating to induction of 
individuals for training and service in the Armed Forces of the United 
States, 

Section 113. Mustering-out payments for members of the Armed Forces 

This section corresponds to section 22 (b) (14) of the 1939 Code 
No substantive change is made. 

Section 114. Sports programs conducted for the American Red Ci 

This section corresponds to section 22 (b) (16) of the 1939 Code. 
No change of substance has been made. 

Section 115. Income of States, municipalities, ete. 


Subsection (a) of this section corresponds to section 116 (d) of the 
1939 Code. Subsection (b) corresponds to section 116 (e) of the 1939 
Code. No changes of substance have been made in either provision. 


Section 116. Partial exclusion of dividends received by individuals 
Section 116, which should be considered in connection with section 
34 (providing a credit for dividends received by individuals), excludes 


from gross income the first $50 of dividends received by an individual 
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during taxable years ending after July 31, 1954, and before August 1, 
1955, and the first $100 of dividends received by an individual during 
taxable years ending after July 31, 1955. The exclusion is denied 
under subsection (c)) to a nonresident alien whose tax is computed 
at a flat 30-percent rate on gross income under section 871 (a). 

The restrictions and limitations prescribed by section 34 (c) and 
section 34 (d) also apply to the exclusion of dividend income from 
rross income. 

In cases of taxpayers who file joint returns, the exclusion will be 
applicable to dividends of each of the husband and wife, so that if in 
1956 a husband receives $200 of dividends and his wife $100, the wife’s 
will be fully excluded and $100 of the husband’s will also be excluded 
in computing the aggregate income on a joint return. The same result 
in the ease of the exclusion will of course follow if separate returns are 
filed by the husband and wife. 

Section 117. Scholarship and fellowship grants 

This section provides rules for determining the extent to which 
amounts received as scholarships or fellowship grants shall be included 
in gross income. 

Subsection (a) states a general rule that all amounts received under 
a scholarship or fellowship are excludable from gross income. In order 
for the exclusion to apply, the scholarship must be at an educational 
institution (as defined in sec. 151 (e) (4)), in which case it is made 
clear that the exclusion applies not only to money received but also 
to the value of services and accommodations contributed, such as 
room and board and laundry service. If an educational institution 
(as defined in sec. 151 (e) (4)) maintains or participates in a plan 
whereby the tuition of a child of a faculty member of any such institu- 
tion is remitted at any other participating educational institution 
(as defined in sec. 151 (e) (4)) attended by such child, the amount 
of tuition so remitted shall be considered to be an amount received 
as a scholarship under this section. Subsection (a) excludes from 
gross income any amount received over and above the scholar- 
ship or fellowship grant to cover expenses for travel, research, clerical 
help, or equipment, which are incident to the scholarship or fellowship 
but this exclusion is applicable only to the extent that such amount 
is so expended by the recipient. 

Subsection (b) prescribes two rules limiting the amount which may 
be excluded under subsection (a). Subsection (b) (1) provides that 
the exclusion does not apply to any amount which represents payment 
for research or teaching services in the nature of part-time employment 
required as a condition to receiving the scholarship or fellowship 
grant. For example, a recipient of a fellowship who is required under 
the fellowship to perform part-time teaching services will be required 
to include in gross income any amount received in payment for such 
services, ‘The amounts included will be determined by reference to 
the going rates of pay for similar services. However, if the research 
or teaching services are not in the nature of part-time employment, 
but are primarily for the training and education of the individual, 
subsection (b) (1) will not apply. 

Subsection (b) (2) prescribes, with respect to individuals who are 
not candidates for degrees, a special rule designed to apply in those 
cases where the individual continues to receive, during the period of 
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the grant, an amount substantially approximating his yearly earnings 
prior to receiving the grant. It provides that subsection (a) shall not 
apply to amounts received by such individuals as scholarships or 
fellowship grants if the annual amount of the scholarship or fellowship 
grant (exc luding amounts received and expended to cover the expenses 
specified in subsection (b) (2)) plus sabbatical year or other compensa- 
tion received or receivable during the term of the scholarship or fellow- 
ship grant from the person who was recipient’s employer prior to 
receiving such scholarship or fellowship grant, is 75 percent or more 
of the recipient’s salary during the time employed plus earned income 
during the time not employed, in the 12-month period prior to the 
grant of the scholarship or fellow ship. If the original scholarship or 
fellows ship grant is extended or renewed without interruption, it is 
intended by your committee that the extension or renewal shall be 
treated as a separate scholarship or fellowship grant but that the 
income in the 12 preceding months’ period used in the 75-percent test 
shall be the income in the 12-month period prior to the grant of the 
original scholarship or fellowship. 

The application of this paragraph may be illustrated by the following 
examples: 

A and B are research chemists employed by the X company at 
salaries of $10,000 per annum. On September 1, 1954, A receives 
from a charitable foundation a fellowship grant of $7,000 to engage in 
research for a period of 12 months but is not a candidate for a degr 
During the period of the fellowship A receives no compensation ison 
X company. The $7,000 would be excludable from gross income by A, 
unless subsection (b) (1) applied. On September 1, 1954, B receives 
a fellowship grant of $5,400 to engage in research for the academic 
year (9 months) but is not a candidate for a degree. He also receives 

$50 a month from X company during the term of the fellowship as an 
inducement to accept the fellowship. The annualized amount of the 
fellowship is twelve-ninths of $5,400 or $7,200. B also receives $450 
from X, his previous employer, during the term of the fellowship. The 
total of these two amounts is $7,650. The fellowship grant would not 
be excluded from income. Assume the above facts with respect to 
B except that he receives no compensation from X during the term of 
the fellowship and, upon completion of the fellowship, he returns to 
his job with X and is paid $1,000 per month. In such case, the 
annual amount of the fellowship is $7,200, no compensation is received 
from X during the term of the fellowship and, hence, the $7,200 would 
be excludable from gross income by B, unless subsection (b) (1) applied. 


Section 118. Contributions to the capital of a corporation 

This section has no counterpart in the 1939 Code; however, the rule 
of this section, that contributions to the capital of a corporation are 
excluded from’ income, merely restates the existing law as developed 
through administration and court decisions. Determination of the 
basis of property contributed to the capital of a corporation is to be 
made under section 355, 


Section 119. Meals or lodging furnished for convenience of employer 


This section provides a statutory test for determining the extent | to 
which an employee may exclude from gross income the value of mea!s 
or lodging furnished by the employer. 
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Existing law, as currently interpreted by the Internal Revenue 
Service and by certain court decisions requires that if meals or lodging 
represent compensation the value thereof must be included in gross 
income, even though the employee must accept such meals or lodging 
in order properly to perform his duties. 

Under section 119, if meals or lodging (1) are furnished at the place 
of employment, and (2) are required to be accepted by the employee 
at the place of employment as a condition of his employment, the 
value thereof shall be excluded from gross income, notwithstanding 
the fact that such meals or lodging represent additional compensation 
to the employee. However, if the two foregoing requirements are not 
met, the value of any meals or lodging furnished the employee must 
be included in his gross income to the extent that they constitute 
compensation, This section applies only to meals or lodging furnished 
inkind. ‘Therefore, any cash allowances for meals or lodging received 
by an employee will continue to be includible in gross income, as 
under existing law, to the extent that such allowances re present 

ompensation. 

The operation of this section may be illustrated by the following 
eX: ae 

A civil-service employee of a State is employed at an institution 
and is required, as a condition of his employment, to live and eat 
at the institution in order to be available for duty at any time. 
Under the applicable State statute, his meals and lodging are re- 
garded as a part of the employee’s compensation. The employee would 
nevertheless be entitled to exclude the value of such meals and lodging 
from gross income. 

An employee of an institution is given the choice of residing at 
the institution free of charge, or of residing elsewhere and receiving 
an allowance of $30 per month in addition to regular salary. If he 
elects to reside at the institution the value to the employee of the 
lodging furnished by the employer will be includible in gross income, 
because his residence at the institution is not required as a condition 
of his employment. 

Section 120. Statutory subsistence allowance received by police 

This section is new and provides for an exclusion from gross income 
for any amount received as a statutory subsistence allowance by ¢ 
taxpayer who is employed as a policeman by any State, Territory, or 
possession of the United States or any political subdivision thereof 
or by the District of Columbia. 

The term ‘police official’ in this section includes an employee of 
any of the foregoing governmental units who has police duties, such 
as a sheriff, a detective, or a State police trooper, however designated. 
For example, it encompasses the State police in Georgia who are 
desig bres the Georgia Bureau of Investigation. 

‘The exelusion under this section is limited to a statutory subsistence 
allowane@® which does not exceed the rate of $5 per day. To the 
extent that any amounts received as a statutory subsistence allowance 
are excludable from gross income under this section, no deduction is 
— able for expenses in respect of which the statutory allowance is 

id; however, any expenses in excess thereof may be deducted if they 
are otherwise allowable as a deduction. For example, if a State 
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statute provides a subsistence allowance of $5 per day, but the tay. 
payer, a State police trooper, incurs expenditures of $7.50 for mea] 
while away from home overnight on official police duties, he would | 
entitled to a deduction of $2.50 under subparagraph (2) (B) of section 
62 (relating to expenses for travel away from home). The remaining 
$5 would be disallowed as a deduction under this section since he js 
permitted to exclude $5 as a statutory subsistence allowance. 
Section 121. Cross-references to other acts 

This section contains cross-references to acts of Congress, not 
contained in the 1939 Code, which give various types of income 1 
exempt status. Subsection (a) (17) thereof corresponds to sect 
116 (i) of the 1939 Code. 


Part IV—Sranparp DEDUCTION FOR INDIVIDUALS 


Section 141. Standard deduction 

Section 141 of the bill corresponds to section 23 (aa) (1) of the 1939 
Code, relating to the optional standard deduction for individuals 
No substantive change has been made. 


Section 142. Individuals not eligible for standard deduction 


Section 142 of the bill corresponds to sections 23 (aa) (4) and (5) of 
the 1939 Code. No substantive change is made. 


Section 143. Determination of marital status 


Section 143 of the bill corresponds to section 23 (aa) (6) of the 1939 
Code. No substantive change has been made. 


Section 144. Election of standard deduction 

Section 144 of the bill reenacts without change in substance (a 
section 23 (aa) (3) of the 1939 Code relating to the method and eff 
of the election of the standard deduction and (b) section 23 (aa) (7 
such code relating to the change of such election, 


Section 145. Cross reference 
Parr V—Depvuctions ror PerRsoNAL EXEMPTIONS 


Section 151. Allowance of deductions for personal exemptions 
This section corresponds to section 25 (b) (1) of the 1939 Code. 
Subsection (a) provides that the exemption provided by this sectior 
shall be allowed as deductions in computing taxable income. This is 
a change from section 25 (b) of the 1939 Code which provided t! 
the personal exemption should be a credit against net income. 
Subsection (b) corresponds to section 25 (b) (1) (A) of the 1 
Code; subsection (c) corresponds to section (b) (1) (B) of the 1939 
Code; subsection (d) corresponds to section 25 (b) (1) (e) of the 
1939 Code. No substantive changes are made in these provisio1 
Subsection (e) deals with exemptions for dependents. It provides 
a $600 deduction for each dependent (as defined in section 112) whose 
gross income is less than $600 or who is the child of the taxpayer and 
has not reached the age of 19 or who is a student. ‘This section cor- 
responds to section 25 (b) (1) (D). However, under this sectio! 
child (a son, daughter or stepchild as defined in section 152) o! 
taxpayer may have gross income of more than $600 and the taxp 
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may still be entitled to an exemption for him if he is under 19 years 
of age or is a student. A student is defined as an individual who is 
a full-time student at an educational institution during each of 5 
calendar months during the calendar year in which the taxable year 
of the taxpayer begins. The student must be a full-time student; that 
is, he must be enrolled for the number of hours or courses which is 
considered to be full-time attendance for some part of 5 calendar 
months. A student who attends school from February through some 
part of the month of June will thus qualify, or one who is enrolled for 
the months of February through May and then September through 
December will also qualify as the 5 calendar months during the cal- 
endar year need not be consecutive. Full-time attendance, of course 
will not include attendance at night school while holding a job during 
the day; this will be considered as part-time attendance. 

The term “educational institution” means a school maintaining 
regular faculty and established curriculum and having an organized 
body of students in attendance. It means primary and secondary 
schools, preparatory schools, colleges, universities, normal schools, 
technical and mechanical schools and the like, but does rot include 
noneducational institutions, correspondence schools, on the job train- 
ing, night schools and the like. 


Section 152. Dependent defined 

This section corresponds to section 25 (b) (3) of the 1939 Code 
but has several new provisions. 

Subsection (a) corresponds to the first sentence in section 25 (b) (3) 
of the 1939 Code. It defines a dependent as in section 25 (b) (3) of 
the Code of 1939 as an individual, described in paragraphs 1 to 8 
(subparagraphs A through H of section 25 (b) (3) of the 1939 Code) 
over one-half of whose support (for the calendar year in which the 
taxable year of the taxpayer begins) is received from the taxpayer. 
No substantive change is made as to such paragraphs. To the list 
of eligible individuals is added a ninth classification—any individual 
who is a member of the taxpayer’s household and whose principal 
place of abode for the taxable year of the taxpayer is the home of the 
taxpayer, and a tenth classification—an individual who is a cousin 
of the taxpayer and who, for the taxable year of the taxpayer requires 
institutional care because of physical or mental disability and before 
receiving such care was a member of the same household as the 
taxpayer. 

Paragraph (9) is intended to apply only when the taxpayer and such 
other members of his householJ live together in such household during 
the entire taxable year (except for temporary absences due to special 
circumstances). The fact that such individual may be at college 
during the college term does not prevent the home of the taxpayer 
from also constituting the principal place of abode of such individual. 
However, such home will not be considered as the principal place of 
abode where the child establishes a separate habitation and only 
returns for periodic visits. Similarly, such home will not be con- 
sidered as constituting the principal place of abode of a dependent 
of the taxpayer who is supported by the taxpayer for a part of the 
year in lodgings other than those occupied by the taxpayer even 
though such person may at various periods live in the household, 
unless the residence of the dependent in other lodgings is due to 
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necessity such as illness. It is also intended that the household 
constitute the actual place of abode of the taxpayer and it is not 
sufficient that the taxpayer maintain the household without being 
an occupant thereof. Tor example, under paragraph (9) the taxpayer 
will be entitled to claim a foster child (who is not legally adopted) as 
a dependent (assuming the support and earnings tests are met) 
provided the foster child is a member of the taxpayer’s household and 
lives in the taxpayer’s home for the entire taxable year, except for 
vacations or time away at school. 

Subsection (b) contains rules relating to definitions. Paragraph (1) 
is derived from the second sentence of section 25 (b) (3) of the 1939 
Code. Paragraph (2) is derived from the first clause of the third 
sentence of section 25 (b) (3) of the 1939 Code. No substantive 
change is made in either of these provisions. Paragraph (3) is derived 
from the fourth sentence of section 25 (b) (3) of the 1939 Code. 
Under this paragraph, as under the Code of 1939, citizens or subjects 
of a foreign country may not qualify as dependents unless they are 
residents of the United States or of a country contiguous to the 
United States. Paragraph (3) of subsection (b) further exempts 
from this provision residents of the Canal Zone, the Republic of 
Panama and child residents of the Philippines if the child was born 
or legally adopted before July 5, 1946, and the taxpayer was a member 
of the Armed Forces at the time the child was born to, or adopted by, 
him. 

Paragraph (4) of subsection (b) is derived from the fifth sentence 
of section 25 (b) (3) of the 1939 Code and no substantive change is 
made. 

Subsection (c) provides a new concept of multiple support; that is, 
where two or more taxpayers contribute to the support of a dependent 
no one contributing over one-half of such support. This subsection 
provides that any one of a group who contributes to the support of a 
dependent may be designated by the others in the group to take the 
dependency exemption for a dependent supported by the group. 
There are four requirements which must be met in order to assign 
the dependency exemption: 

1. No one person contributed over one-half of the dependeni’s 
support. 

2. Each member of the group would have been entitled to the 
dependency exemption except for the support requirement. That 
is, the dependent must be within the required relationship and be a 
resident of the United States or other countries specified in sub- 
section (b) (3). 

3. The member of the group claiming the dependency exemption 
must have contributed more than 10 percent of the dependent’s 
support. 

4. Each other person in the group who contributed more than 10 
percent of the support of the dependent in the calendar year, must 
file a written declaration that he will not claim the exemption for the 
dependent in the same calendar year (or any taxable year beginning 
in such calendar year). 

The operation of subsection (c) may be illustrated by the following 
examples: 

1. A and his brothers B and C contribute $500 each per year toward 
the support of their mother M. Under section 25 (b) of the code of 
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l 1939 none of the brothers could claim M as a dependent, hence her 
t det vendency exemption was lost. Under subsection (c), however, 

y 1 of the 3 brothers may claim a dependency exemption for M since 
r (a) no one person contributed one-half of her support, (b) each of 
3 the brothers could have claimed M as a dependent except for the 
support test, (c) each contributed over 10 percent of her support, and 
l (d) if each of the brothers other than the one claiming the deduction 
. files a written declaration (pursuant to regulations issued by the 


Secretary or his delegate) that he will not claim M as a dependent for 

the taxable year beginning in the calendar year of such support. 
If M contributes $500 toward her own support and her sons A 
' and B each contribute $300, the sons will be eligible for the deduction 
if one files the declarations as explained above. They are eligible 
l since they, as a group, have contributed over one-half of M’s support. 
Subsection (d) contains a new provision for special support test 


where a dependent child (son, daughter, or stepchild as defined in 
S subsection (b) (2)) is a student as defined in section 151 (e) (4) (an 
' individual who is a full-time student at an educational institution 
during each of 5 calendar months during the calendar year in which 
: — the taxable year of the taxpayer begins) at an educational institution 
F as defined in section 151 (e) (4) (a school maintaining a regular faculty 


and an established curriculum and having an organized body of 
students in attendance). Amounts receiv ed as scholarships (from 

whatever source derived and however paid), for study at such an 
) educational institution shall not be considered in computing whether 
} the taxpayer furnishes one-half the support of such child. For 

example: A has a child C who receives a $1,000 scholarship to the 
| X college for 1 year. <A contributes $500 toward the child’s support 
! at college and C has no income of his own. A may claim C as a de- 
) pendent as the $1,000 scholarship is not counted in determining the 
support eof C. Amounts received as tuition payments and subsistence 
allowances by a veteran pursuant to the provisions of the Service- 

men’s Readjustment Act of 1944 are not amounts received as scholar- 
=» ships. 


Section 158. Determination of marital status 
This section corresponds to paragraph (2) of section 25 (b) of the 
1939 Code. No substantive change is made. 


Section 154. Cross references 


Part VI—Iremizep Depuctions For INDIVIDUALS AND 
CorRPORATIONS 


; fe Section 161. Allowance of deductions 


This section states the general rule that in computing taxable in- 

come there shall be allowed the deductions specifically provided in the 

» other sections of part VI relating to itemized deductions for indi- 
} ' viduals and corporations. 


Section 162. Trade or business expenses 
The first sentence of subsection (a) corresponds to the first sentence 
m of section 23 (a) (1) (A) of the 1939 Code. The second sentence of 
» subsection (a) is derived from the Legislative-Judiciary Appropria- 
— tions Act, 1954, Subsection (b) corresponds to section 23 (a) (1) (B). 
No substantive change is made in these provisions, 
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Subsection (b) is derived from section 23 (a) (1) (B) of the 1939 
code. This section provides that no business deduction is avail; able 
for any contribution which would be deductible as a charitable gift, 
were it not for the percentage limitation on such gifts. This was the 
rule for corporations under section 23 (a) (1) (B) of the 1939 Code 
and this section now extends the rule to individuals. No substantive 
change is made in the application of this rule. As under present lav, 
it applies only to gifts, i. e., those contributions which are made with 
no expectation of a financial return commensurate with the amount of 
the gift. For example, the limitation would not apply to a payment 
by an individual to a hospital in consideration of a binding Ubiiea ion 
to provide medical treatment for the imdividual’s employees. [i 
would apply only if there were no expectation of any quid pro quo 
from the hospital. 


Section 163. Interest 


Subsection (a) of section 163 continues the deduction for interest 
contained in section 23 (b) of the 1939 Code. 

Subsection (b) provides for the deduction of certain carrying charges 
as interest in the event that the interest charged cannot be ascertained. 
Whenever there is a contract for the purchase of personal property on 
an installment plan, and there is a stated carrying charge, finance 
charge, service charge, or the like, a portion of the charge is to be 
treated as if it were interest. The amount of the interest deduction is 
computed by taking 6 percent of the sum of the unpaid balances under 
the contract at the beginning of each month beginning in the taxable 
year and dividing by 12. 

Subsection (b) does not affect the treatment of amounts of interest 
which are separately stated or definitely ascertainable and hence 
deductible under the general rule of subsection (a). Amounts 
deductible as business expenses or as expenses paid or incurred for the 
production of income are also unaffected by subsection (b). 

The amount treated as interest under subsection (b) may not in any 
case exceed the amount of the payments made under the contract 
during the taxable year. In addition, the deduction in any taxable 
year is limited to the portion of the carrying charges properly allocable 
to the taxable year. 

In computing the amount to be treated as interest if the obligation 
to pay is terminated as, for example, in the case of a repossession of the 
property, the unpaid balance will be zero. 

The effective date of the section is controlled by the general effective 
date provision, taxable years beginning after December 31, 1953. 
Accordingly, payments during such taxable years will be subject to 
subsection (b) without regard to when the contract of sale was made. 

The application of the rule contained in subsection (b) may be 
illustrated by the following example: 

Example.—On January “10, 1954, A purchased a home freezer for 

$254. After a down pay ment of $50, the balance, including a stated 
carrying charge of $20, was to be paid | in 16 monthly installments s 
$14 each, on the 10th day of each month commencing with Februar 
All payments were made when due. Assuming that A is a lathes, 
calendar-year taxpayer and that no other installment purchases were 
made, the sum of the unpaid balances outstanding at the beginning , 
of each month during the taxable year would be $1,694. Dividing 
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this by 12, the average unpaid balance during the year would be 
$141.12. Six percent thereof would be $8.47, which would be deduct- 
ible as interest. 


Section 164. Tares 


Subsections (a), (b), and (c) of section 164 incorporate provisions 
contained in section 23 (ce) of the 1939 Code. There is some rear- 
rangement of the provisions, eee icularly subsection (c), but no sub- 


stantive change is made. Subsection (b) (7) is a new provision 
necessitated by the new sale prov ided in subsection I Shean tion 
contains the substance of section 23 (d) of the 1939 Code in 


rearranged form without any change in effect. 

Subsection (d) is a new provision for treatment of current taxes on 
real property. Under Macruder v. Supplee (316 U.S. 394 (1942)), a 
purchaser may not deduct a pro rata share of real property taxes 
assumed under the purchase contract if the seller was personally 
liable for the tax and a lien had attached to the poets) prior to the 

Subsection (d) treats the purchaser, for tax purposes, as the 
on upon whom the tax is iin vosed for the portion of the real 
operty tax year beginning on the date of the closing of the sale. 
e seller is the person upon whom the tax is i npos sed for se portion 
of the period preceding date, ‘The provision applies whether or not 
the parties do apportion the tax. Subsection (b) (7) denies a a “lue- 
1 for taxes to the extent that under subsection (d) the taxes are 

ti ote as imposed on another. 

The new provision will enable the purchaser and seller to deduct 
when paid or accrued, whichever is appropriate under the taxpayer's 
nethod of accounting, the portion of the tax treated as imposed upon 
him. If, however, the taxpayer uses the cash receipts and disburse- 
ments methed aad hence cannot deduct any amount for taxes until 
paid, and if the other party to the sale is personally liable for the ts LX, 
the taxpayer is considered to have paid, at the time of the sale, the 
portion of the tax treated under this subsection as imposed upon him. 
If neither party is personally liable for the tax, the rule also applies if 
the other party holds the property at the time that the tax becomes 
alien, These rules will permit the cash basis taxpayer to obtain the 
benefits of this subsection even though he does not make the actual 
tax payment and there will be no necessity to determine when the 
tax is in faet paid. 

Subsection (d) does not affect the treatment of any assumption of 
delinquent taxes by the purchaser. Such a purchaser assumes and 
pays delinquent taxes to procure an unencumbered title and the 
payments will continue to be treated as part of the purchase price of 
the property. 

Subsection (d) applies to taxable years ending after December 31, 
1953, if the sale takes place after December 31, 1953. However, if 

the tax was an allowable deduction to the seller under the 1939 
Code, subsection (d) does not apply. 

In the accounting provisions (sec. 461) there is adopted a rule for 
ratable accrual of real-property taxes of taxpayers using an accrual 
method of accounting. By reason of this rule an accrual basis tax- 
payer who sells real property will not accrue more than the amount of 
tax treated under this subsection as imposed upon him. Therefore, 
io special adjustment is necessary. However, if a cash basis tax- 


44140°—54——-11 












A46 INTERNAL REVENUE CODE OF 1954 


payer has, in a taxable year, prior to sale, deducted an amount jy 


excess of the portion of the tax treated as imposed upon him under 


subsection (d), the excess will be includible in gross income for thy 
year of the sale subject to the provisions of section 111 (relating to 
recovery of bad debts, prior taxes, and delinquency amounts). 

In applying section 1001 (b) (relating to treatment of amount 
realized on sale or other disposition of property) the amount realized 
on a sale of real property will not include any amount of tax treated 
under subsection (d) as imposed upon the seller. Similarly, jn 
applying section 1012 (relating to basis of property) the cost of the 
property does not include any amount in respect of taxes which aye 
treated as imposed on the purchaser. In each case an exception js 
made in the case of section 266 (relating to election to capitalize 
certain carrying charges and taxes). 


Section 165. Losses 


Rules for the treatment of losses contained in various subsections of 
section 23 of the 1939 Code have been brought together in section 165, 

The general rule for losses of individuals (sec. 23 (e)) and the rule 
for corporations (sec. 23 (f)) become subsections (a) and (ec). The ref- 
erence to the basis for determining the amount of any loss (sec. 23 (i 
is now subsection (b). The treatment of wagering losses (sec. 23 (h)) is 
contained in subsection (d). The reference to ce :pital losses ha 23 (c) 
(1)) is now subsection (f). No substantive change is made by this 
rearrangement. 

Subsection (e) is a new provision for the treatment of theft losses, 
There was no comparable statutory provision in the 1939 code. 
Regulation 118, section 39.43-2 provides that a loss from theft or 
embezzlement is ordinarily deductible for the year in which sustained 
There has been considerable uncertainty and litigation about the 
application of this rule. Under the new provision, the loss will 
always be deductible in the year in which the taxpayer discovers 
the loss. The rule will, of course, also apply to embezzlement, lar- 
ceny, ete. If the loss is treated as sustained under this subsection, 
there can be no deduction for the same loss under the 1939 code for 
& prior year ee sec. 7852). 

Subsection (g) deals with losses from worthless securities. The 
general rule ekidedl in paragraph (1) incorporates provisions con- 
tained in section 23 (g) (2) and (k) (2). The definition of security 
in paragraph (2) was adopted from section 23 (g) (3) and (k) (3). The 
treatment of stock in affiliated corporation under paragraph (3) picks 
up the provisions of section 23 (¢) (4) and (k) (5). 

However, two substantial changes have been made in the definition 
of affiliated corporations for the purposes of this subsection. When 
the securities in such an affiliated corporation become worthless, tlie 
loss may be deducted as ordinary. 

The first change relates to the requirement that a certain percentage 
of the rier of the affiliated corporation must be from specified 
sources (i. e., generally from the operation of a trade or business). 
Under the 1939 Code this requirement was set at 90 percent of the 
aggregate of its gross income for all taxable years. Subparagraph (b) 
has changed this provision to 90 percent of the aggregate of its gross 
receipts. It should be noted that in computing gross receipts under 
this subparagraph, gross receipts from the sale or exchange of stock 


























ta 


th 
(k 
Iie 


ti 





INTERNAL REVENUE CODE OF 1954 A47 


and securities will be taken into account only to the extent of the gains 
from such sales or exchanges. 

The second change relates to the stock ownership requirements. 
Under the 1939 Code, at least 95 percent of each class of the stock of 
the affiliated corporation must have been owned directly by the 
taxpayer. In accordance with the corresponding change made with 
respect to the stock ownership requirement in the case of corporations 
electing to file a consolidated return, the stock ownership requirement 
in subparagraph (a) has been reduced from 95 percent to 80 percent. 

It should be noted that neither of these changes relating to loss on 
securities in an affiliated corporation becoming worthless affect the 
result reached in the Tax Court decision of Hunter Manufacturing 
Corporation (21 T. C. No. 52), which indicated that the loss from the 
securities of an affiliated corporation becoming worthless could not 
be converted from a capital loss into an ordinary loss if additional 
stock is purchased solely for the purpose of bringing the holdings of 
the taxpayer up to the minimum stock ownership requirements in 
order to obtain such an ordinary loss. 


Section 166. Bad debts 


Subsection (a) contains the general rule for the treatment of bad 
debts found in section 23 (k) (1) of the 1939 Code. No substantive 
change is made. 

Subsection (b) adopts the provisions of section 23 (i) of the 1939 
Code with respect to the basis for determining loss from bad debts. 

Subsection (c) permits a reserve for bad debts in the discretion of the 
Secretary or his delegate. Section 23 (k) (1) of the 1939 Code con- 
tained the same provision. 

Subsection (d) relating to nonbusiness bad debts of taxpayers other 
than corporations incorporates provisions contained in section 23 
(k) (4) of the 1939 Code with certain substantive changes. Nonbusi- 
ness bad debts continue to be treated as short-term capital losses. 
Two types of indebtedness are specifically excluded from the defini- 
tion of nonbusiness bad debts. First, debts which become worthless 
in the course of the trade or business of the taxpayer. This is the 
only type of indebtedness which was excluded from the definition of 
nonbusiness bad debt under existing law. Second, any debt which is 
either created in the course of the trade or business of the taxpayer 
or is acquired by him in the course thereof without regard to the rela- 
tionship of the debt to a trade or business of the taxpayer at the time 
that the debt becomes worthless, shall not be treated as a nonbusiness 
bad debt. 

The applicability of subsection (d) still depends upon the existence 
of a bona fide debt as distinguished from a gift or a contribution to the 
capital of the corporation. Once it is determined that there is a 
bona fide debt, the debt may be characterized as a business bad debt 
under subsection (a) or a nonbusiness bad debt under (d) depending 
on the circumstances. 

Subsection (e) provides that debts evidenced by a security as defined 
in section 165 (g) (2) (C) are not subject to treatment under the 
section. As part of the rearrangement a general rule for treatment 
of worthless securities is contained in section 165. The result reached 
under that section is the same as the result reached under the 1939 
code by excluding debts in section 23 (k) (4) and providing for the 
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treatment of worthless securities, as defined in section 23 (k) (3), and 
in section 23 (k) (2). 

Subsection (f) contains an amendment designed to conform the 
bad debt provisions to the provisions of section 1035, which provides 
for nonrecognition of loss (whether in the form of a bad debt or other- 
wise) arising from a mortgage foreclosure. 

Section 167. Depreciation 

Subsection (a) of this section contains the same language as was 
contained in the first sentence of section 23 (1) of the 1939 Code. 
Methods which have previously proved reasonable may continue to 
be used and other methods which prove reasonable may also be used 
under this subsection, 

Subsection (b) provides for a presumption of reasonableness with 
regard to an allowance computed under any one of the following three 
methods for property described in subsection (c) so long as the useful 
life used in determining such allowance is accurate. These methods 
are: 

(1) The straight-line method— 

Under this method, the cost or other basis of the property, 
less its estimated salvage value, is deducted in equal annual 
installments over the period of its estimated useful life. The 
depreciation deduction is obtained by dividing the amount to be 
depreciated by the estimated useful life. This may be expressed 
as a rate of depreciation computed by dividing the estimated 
life into 1. The deduction per taxable year may be arrived at by 
multiplying the cost or other basis (less salvage value) by the 
resulting rate. 

(2) Declining balance method— 

Under this method a uniform rate is applied to the unrecovered 
basis of the asset. Since the basis is always reduced by prior 
depreciation, the rate is applied to a constantly declining basis. 
The salvage value is not deducted from the basis prior to applying 
the rate, since under this method at the expiration of useful life 
there remains an undepreciated balance which represents salvage 
value. The rate to be used under this paragraph may never ex- 
ceed twice the rate which would have been used had the deduction 
been computed under the method described in paragraph (1). 
Under section 23 (1) of the 1939 Code the declining balance 
method was allowed in certain instances but the rate was generally 
— to one and one-half times of the rate used under the 

raight-line method. If this method has been used for property 
ac equired prior to December 31, 1953, it may continue to be used 
but the rate provided for in paragraph (2) will not be presumed 
to be reasonable with respect to such property. 

(3) Other consistent methods— 

Any other method consistently applied which will not yield a 
greater depreciation reserve at any point in the life of the property 
than would have been accumulated had the method deseribed 
in paragraph (2) been used. 

Subsection (c) defines the property with respect to which subsection 
(b) applies. Subsection (b) does not apply to intangible personal 
property such as patents, copyrights, etc. Furthermore, the presump- 
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tion of reasonableness described in subsection (b) shall apply only 
with respect to depreciable property — 

(1) The construction, reconstruction or erection of which 
completed after December 31, 1953, and then only to that portion 
of the basis which is properly attributable to such construction, 
reconstruction or erection after December 31, 1953, or 

(2) Acquired after such date whose original use is commenced 
with the taxpayer and is commenced after such date. 

The allowance for depreciation computed under a method provided 
in subsection (b) will not be presumed to be reasonable with respect 
to peomert acquired, constructed, reconstructed, or erected prior to 
January 1, 1954. The reasonableness of depreciation deductions for 
such iat will be determined under subsection (a)7) However, 
with respect to capital additions to such property or réconstruction 
costs With respect thereto incurred by the taxpayer subsequent to 
December 31, 1953, an allowance for depreciation computed under 
any of the methods described in subsection (b) will be presumed 
reasonable, 

_ ee which is described in paragraph (c) (2) includes property 

equired after December 31, 1953, but only if the original use of the 
property is commenced with the taxpayer and is commenced after that 
date. Thus such property must be new in use, that is, never before 
having been subject to depreciation whether or not depreciation 
di luctions relating to such property were allowable. Thus if , 

equires title to a machine from the manufacturer after December 
1953, and puts it into use for the first time thereafter, the use of ihe 
ethods described in subsection (b) will result in allowances which 
will be presumed reasonable. However, if A buys a machine on 
Ji a ary 2, 1954, from B, who had used the machine prior to December 
, 1953, the allowance resulting from the use of the methods described 
in qf tees (b) will not be presumed reasonable inasmuch as the 
original use of the machine does not commence with A. The depre- 
ciation allowances with respect to previously used items will be com- 
puted under subsection (a) as they were under the Internal Revenue 
Code of 1939. If A purchases a machine’ which had been used prior 
to December 31, 1953, from the X company which had in 1954 taken 
the machine as a trade-in and reconditioned it, the allowances resulting 
from the use of the methods described in subsection (b) will not be 
presumed reasonable inasmuch as the original use of the machine had 
begun prior to A’s acquisition thereof. 

A, on January 2, 1954, purchases property for $20,000 from B which 
B had used as a pe cit residence prior to Janu: ary 1, 1954. A makes 
a capital addition to the property at a cost of $5,000 and on July 1, 
1954, A rents the property to C. A depreciation allowance computed 
under one of the methods described in subsection (b) will be presumed 
reasonable for the $5,000 addition which is attributable to the period 
after December 31, 1953. Therefore, A may use with respect to the 
$5,000 addition an allowance computed under the declining balance 
method using 200 percent of the rate which would have been used had 
he used the ‘straight-line method. On the $20,000 of cost, however, 
A may use only an allowance computed under subsection (a) as this 
property was not new when ac quired by A. If A wishes to depreciate 
the total cost ($25,000) as one unit the reasonableness of the deprecia- 
tion deductions will be determined under subsection (a). 
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Assume in the preceeding example that A sells the house to D for 
$21,000 at a time when the adjusted basis of the house is $12,000 and 
the adjusted basis of the addition is $2,000. The deductions resulting 
from the use of methods provided by subsection (b) on either the house 
or the addition will not be presumed reasonable inasmuch as D is not 
the original user of either the house or the addition. 

Where the presumption of reasonableness provided in subsection (}) 
is availed of, separate asset and depreciation records must be main- 
tained for property so depreciated. Thus, A, who had a storage tank 
which he erected before January 1, 1954, erected another tank after 
December 31, 1954. A must maintain separate asset and depreciation 
records for the tank erected before January 1, 1954, and for the one 
erected after that date if he desires to depreciate the new tank under 
subsection (b). 

There need be no formal election to compute the depreciation allow- 
ance under the methods provided for in subsection (b). In order for 
a taxpayer to use these methods, he need only compute depreciation 
thereunder for the first taxable year ending after December 31, 1953, 
in which property described in subsection (c) is acquired. 

In the case of item accounts, any reasonable method may be selected 
for each item of property but must be applied consistently to that 
item. In the case of group, classified, or composite accounts, any 
reasonable method may be selected for each account and must be 
applied to that account consistently thereafter. 

The computation of the depreciation deduction under the declin- 
ing balance method on a group account may be illustrated by the 
following example: 

Example.—A maintains a group asset account to which he wishes 
to apply the declining-balance method of depreciation. The average 
useful life of the assets in this account is determined to be 5 years. 
The appropriate straight-line depreciation rate is 20 percent. A uses 
the maximum rate allowable under the declining-balance method, 40 
percent. Six new-in-use assets are acquired July 1 of the first year at 
a cost of $2,000 each, and are assumed to be retired one in each of the 
third, fourth, sixth, and seventh years of service, and two in the fifth 
year of service. The salvage values are shown in the table. A ac- 
quires 5 additional assets in the fifth year at a cost of $2,000 each. 
The group depreciation account is illustrated in the following table 1: 
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TABLE 1.—Group depreciation account—Estimated life 5 years (straight line rate 
20 pre declining balance rate 40 percent; retirements assumed at 3, 4, 5, 5, 6, 




















and 7 years) 
| . “l deprecia- 
Asset account } Act ae leprecia- | 
§ 5 Net 
= ort : | depre 
Year Description | Retire- | Retire- | ciable 
Original | ™EMtS| | | Annual] Ments | pay. | Dal 
eout and | Balance harge | . 22 > ance 
ys dispos- | charge | gispos-| nee 
} als | | | als | 
i — i = t —_——— |__| 
1 (July 1)..... Acquired 6 units at $2,000 | $12,000 |-...-..-| $12,000 | $2,400 |_.....- $2,400 | $9, ¢ 
each. | | | 
©. cacesmneenlieadll tei wn dcniamineele intitle 6nd Reiitaialnice oR aiacibiaee | 12,000] 3,840 |........] 6,240 5,7 
= eae Y ee cli, | 12,000 | 2,304 | ; 8, 544 3 
4 (June 30)...| Retired 1 unit, $200 sal- athisebias | $2,000 | 10,000} 1,342 | $1,800] 8, 086 1, 
vage. | | | 
5 (June 30)...| Retired 1 unit, $200 sal- |... | 2,000] 8,000} 726 | 1,800 | 7,012 
vage. | 
June 30)...} Retired 2 units, $400 sal- |......__- 4, 000 | 4, 000 | 316 | 3,600 3, 728 2 
vage. | 
(July 1)..... Acquired § units, at $2,000 | v | ase. 14, 000 2, 000 lala 5, 728 8, 2 
each. | | 
7 (June 30) Retired 1 uni Ivage | 2,000} 12,000 \{ 2, 000 
7 (June 30).-- etired 1 unit,no salvage_|-......-- > 2, 1 3,309 |... 7,037 | 4 
| | | 2,000 | 
8 (June 30)...| Retired 1 unitno salvage -_|-.....-..- 2, 000 10,000 '{ 1,953 i 6, 990 3, 
Se | eee 7,120} 2 
| | 











In the year of acquisition depreciation is taken for that portion of 
the year for which the assets are actually in service. In the example 
above acquisitions in years 1 and 6 are assumed to have been put into 
use on July 1, hence, only one-half of a year’s depreciation is taken for 
the first year. Similar adjustment is made in the depreciation deduc- 
tion upon retirement of assets where salvage is realized. On retire- 
ment the asset account is reduced by the full cost of the asset and the 
accumulated depreciation account is reduced by the full cost of the 
asset less the amount realized as salvage. 

It should be noted that in the year that the last survivor of the year 1 
acquisitions is retired (year 8), an additional depreciation deduction 
of $130 is allowed equal to the unrecovered cost of the year 1 acquisi- 
tions. 

Only a taxpayer who maintains subsidiary depreciation records by 
year of acquisition, in addition to the group account, will have suflic- 
ient information to determine (1) the year in which the last survivor 
of a given year’s acquisitions is retired and (2) the unrecovered cost 
of that year’s acquisitions. These subsidiary records may be illus- 
trated by the two tables below. Table 2 shows the year 1 assets and 
table 3 shows the year 6 acquisitions. These same principles apply 
to both composite and classified accounts: 
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Depreciation account—estimated life, 5 years 


TABLE 2.—YEAR 1 ACQUISITIONS 











| 
} Asset account Accumulated depreciation 
a eenabinneiineatmapaibednde ii Po 
| | 7 
Year Retire- | } Retire- | = 
os ments . Annual | ments ’ 
Cost | id. | Balance hath at) | Balance | balance 
disposal disposals 
anion wi stl —_——_—- . 
1 (July 1)----. poten oo eee | $12,000 $2,400 |.........-]| $2,400 $ 
9 2m ...--| 12,000 Ee | 6, 240 
3 ed ates | 12,000 2, 304 |... = 8, 544 
. s f 691 |) . 
OES Bilson tanbaneaskeunsdanlakenente | $2,000 10, 000 \ 651 If $1, 800 8, O86 1 
Rar BE cin cca | 2,000 8, 000 { a } 1,800 | 7,012 | 
NR Se cciandies Soettkeskakinel | ee | 4,000 { a } 3, 600 8, 728 | 
ONS sree) eat Eb sata ae | 2,000} 2,000 109 | 2, 000 1, 837 | 
8 (July 1 ene ‘ A) eee 33 | 2, 000 —130 
8 (Dec. 31; unrecovered lance | 
sdditi depreciati ieaiencd Ridden ticdinai —— | i cssnialtiton 
| 
| 
TABLE 3.—YEAR 6 ACQUISITIONS 
Asset account | Accumulated depreciation | 
} lor 
Year Retire- | Retire- | Ke 
. | ments alance | Annual | ments bt 
Cost and dis- Balance charee | and ale | Balance | bala 
posals | | | posals 
anpienigipiraenentsti amnaaeenerapsneeneniluitesiinonapestisnen = Ppreer wk . — a 
© OE Ba cr écantecunedintinaal SO a $10, 000 | B. O00 lu wneccdedic $2, 000 | $8 
7 ee See ‘ sti daca mae 3, 200 | = 5, 200 4 8 
[SS nents dngteienhLaabonsse | 10, 000 | 1, 920 | | 7,120 | 


Subsection (d) provides for specific agreements of a binding nature 
between the Secretary or his delegate and a taxpayer. It provides 
that any time after the date of enactment of this act, under regulations 
prescribed by the Secretary or his delegate, a written agreement 
between the Secretary (or his delegate) and the taxpayer may be made, 
specifically dealing with the useful life and the rate of depreciation of 
any property. Such an agreement shall be binding on both parties 
until such time as facts and circumstances which were not taken into 
account in making the agreement are shown to exist. The party 
wishing to modify or change the agreement shall have the responsi- 
bility of establishing the existence of such facts and circumstances 
A change in the useful life or rate specified in such agreement shall be 
effective only prospectively, that is, it shall be effective beginning with 
the taxable year in which notice of the intention to change, including 
facts and circumstances warranting the adjustment of useful life or 
rate is sent by registered mail by the party proposing the change to 
the other party. 

Subsection (e) deals with disputes as to useful life and rates of de- 
preciation. It provides that unless the useful life, on which the rate 
of depreciation 1s based, used by the taxpayer differs by more than 10 
percent from the useful life determined to be correct by the Secretary 
or his delegate, the life as used by the taxpayer shall not be disturbed. 
Thus, where the taxpayer used a life of 15 years on certain machinery 
and the Secretary determined the life to be 20 years, the difleren 
being more than 10 percent, the Secretary will initiate action to adju 
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the depreciation rate. However, if the Secretary had determined 
the useful life to be 16 years, the life used by the taxpayer would stand, 
as the difterence in the lives is not greater than 10 percent from the 
life used by the taxpayer. 

This subsection does not apply where there has been an agreement 

der subsection (d). 

Subsection (f) corresponds to section 114 (a) of the 1939 Code. 
Subsection (g) corresponds to the second and third sentences of 

on 23 (1) of the 1989 Code. No substantive changes are made. 

Subsection (h) contains a cross reference to section 611 for de ‘pre- 
ciation of improvements in the case of mine, oil and gas wells, other 
mineral deposits and timber, to which this section does not apply. 
Section 168. Amortization of Emergency Facilities 

This corresponds to section 124A of the 1939 Code, No substantive 
nge is made. 
tion 169. Amortization of grain storage facilities 

This corresponds to section 124B of the 1939 Code. No substantive 

ce is made. 

tion 170. Charitable contributions and gifts 

ection 170 of the bill consolidates section 23 (0) of the 1939 Code, 

ing to charitable contributions by individuals; section 23 (q) of 

1939 Code, relating to charitable contributions by corporations; 
| section 120 of the 1939 Code, relating to the unlimited deduction 
charitable contributions by individuals. 

In addition to consolidation, section 170 of the bill contains the 

lowing substantive changes: 

Subsection (b) (1) . (A) pr ovides a new special rule which increases 

: permissible maximum allowable as a deduction by individuals for 
theuitable contributions from 20 percent of adjusted gross income 
under the 1939 Code to 30 percent under the bill, provided that at 
least 10 percent of the gifts and contributions are made to organiza- 
tions specified in clauses (i), (ii), and (iii). It is to be noted that such 
charitable contribution must be paid to the organization and not for 
the use of the organization. Accordingly, payments to a trust (where 
the beneficiary is an organization described in said clauses (i), (ii), 

iii)) are not included under this special rule. 

The three types of organizations specified in subparagraph (A) are 
(i) a church, a convention or association of churches, or a religious 
order; (ii) an educational organization re ferred to in section 503 (b) (2) 
of the bill; and (iii) a hospital referred to in section 503 (b) (5). The 
religious or ganizations covered in clause (i) of the preceding sentence 
are a narrower category than that referred to in paragraphs (1) and (4) 
of section 503 (b). The organizations referred to in clause (iii) do not 
include medical education and research organizations referred to in 
section 503 (b) (5). The three types of organizations designated in 
clauses (i), (ii) and (iii) are further subject to qualification as a benefi- 
ciary of a charitable contribution under section 170 (c) of the bill. 

The general rule of 20- -percent limitation on charitable contributions 
by individuals under existing law is provided i in subsection (b) (1) (B). 
However, for the purpose of computing the limitation of 20 percent of 
the individual's adjusted gross income, there shall not be taken into 
account any amount allowed as a deduction under the special rule of 
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subparagraph (A). Thus, the new maximum for charitable contribu- 
tions by individuals may be 30 percent as contrasted with 20 percent 
under the 1939 code. For example, if an individual pays a charitable 
contribution amounting to 10 percent of his adjusted gross income to 
an educational organization described in clause (ii) of subsection 
(b) (1) (A), and also pays a charitable contribution amounting to 20 
percent of his adjusted gross income to an organization qualifying 

under subsection (c), such individual will be allowed a deduction total- 
ing 30 percent of his adjusted gross income. 

In the case where an individual pays charitable contributions to 
organizations specified in subseetion (b) (1) (A) in excess of 10 per- 
cent of his adjusted gross income, such excess shall be taken into 
account and allowed as a deduction subject to the general limitation 
of 20 percent. For example, if an individual pays a charitable con- 
tribution of $2,000 to a university and $1,200 to an organization not 
described in subsection (b) (1) (A), and if such individual’s adjusted 
gross income is $10,000, then the deduction allowed under section 
170 (a) would be $3,000. ‘The first $1,000 paid to the university is 
allowed under the special rule of limitation of subparagraph (A). 
However, the second $1,000 is taken into account under subparagraph 
(B) with the $1,200 paid to the organization not described in sub- 
paragraph (A); by applying the 20-percent limitation of subpara- 
graph (B), only $2,000 of the $2,200 is allowed as a deduction. 

Subsection (b) provides that the net operating loss carryback shal] 
not be taken into account in computing (1) adjusted gross income for 
the purpose of applying the 20-percent limitation upon individuals; 
(2) adjusted gross income for the purpose of applying the new 10- 
percent special rule allowing individuals deductions for contributions 
to specified recipients; (3) taxable income for the purpose of apply- 
ing the 90-percent rule of unlimited deduction for certain individuals; 
or (4) taxable income for the purpose of applying the 5-percent limi- 
tation upon corporations. 

Subparagraph (b) (1) (C) would change the period in which the 
90-percent test must be met in order that an individual qualify for 
unlimited deduction. The period prescribed herein is the taxable 
year and 9 of the 10 preceding taxable years, as distinguished from the 
taxable year and each of the 10 preceding taxable years under existing 
law. 

For the purpose of applying the 5-percent limitation upon corpora- 
tions, taxable income is computed without regard to (1) special deduc- 
tions for corporations (secs. 241 to 248), except the deduction for organ- 
izational expenditures under section 248, and (2) the special deduction 
for Western Hemisphere trade corporations (sec. 922), since those 
deductions were credits against net income under the 1939 code. 

Subparagraph (b) (1) (C) provides that the deductions for personal 
exemptions shall not be okan into account in computing taxable 
income for the purpose of the 90-percent rule for unlimited deduction. 
This provision represents no change from section 120 of the 1939 code 
since the sdomeall exemption is there a credit against net income. 

Paragraph (c) (3) provides in explicit terms for an additional 
eligible recipient of a contribution or gift by individuals which does 
not appear in section 23 (0) (4) of the 1939 code;i. e., a trust or founda- 
tion for certain posts or organizations of war veterans. 
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Subparagraph (c) (2) (B) provides certain differences from sec- 
tion 23 (q) (2) of the 1939 Code with respect to the purposes of a cor- 
poration, trust, or community chest, fund, or foundation receiving 
allowable charitable contributions paid by corporations: (1) the pur- 
pose of veterans’ rehabilitation service is eliminated (unless the eon- 
tribution qualifies under paragraph (c) (3) of the bill); (2) the purpose 
of prevention of cruelty to animals is added. 

Subparagraph (c) (2) (B) further provides an additional purpose 
with respect to a corporation, trust, or community chest, fund, or 
foundation receiving allowable charitable contributions paid by either 
individuals or corporations; namely, for the benefit of any govern- 
ment referred to in paragraph (c) (1). 

Paragraph (c) (1) would add any political subdivision of any 
possession of the United States to the governments qualifying as 
recipients of contributions or gifts by individuals and corporations 
under existing sections 23 (0) (1) and 23 (q) (1). 

Section 23 (0) (3) of the 1939 Code, relating to the special fund 
for vocational rehabilitation authorized under section 12 of the World 
War Veterans’ Act, 1924 (43 Stat. 611; 38 U. S. C. 440), has been 
deleted since this fund is no longer in existence. 

Sections 23 (0) (6) and 23 (q) (4) of the 1939 Code, relating to 
contributions to the United Nations, have been deleted, having ex- 
pired by their terms on December 2, 1947, 

Section 171. Amortizable bond premium 

This section corresponds to section 125 of the 1939 Code providing 
a deduction for the amortization of bond premium by the obligee of 
a bond. 

Under existing law the premium may, at the election of the tax- 
payer, be amortized to maturity, or to the date on which the bond is 
first callable. Thus, in the case of a $100 bond which is purchased 
for $110 and which is callable at $105 on 30 days’ notice, that part of 
the premium which represents the difference between the purchase 
price and the call price may be amortized in a single year. 

Section 171 (b) (1) (B) provides a limitation on the right to amortize 
the bond premium to the earlier call date. Under this limitation if 
the earlier call date is a date not more than three years after te 
date of issuance of the bond the premium must be amortized to the 
maturity date of the bond rather than to the earlier call date. This 
provision is applicable only with respect to bonds issued after 
January 22, 1951, and acquired by the taxpayer efter January 22, 
1954, 

Two minor changes have been made in subsection (c) (2) relating 
to the manner and effect of an election to amortize. Section 125 (c) 
of existing law specifically provides that in the case of a member of 
a partnership the election with respect to bonds of the partnership 
shall be exercised only by the partnership. This provision has been 
eliminated since it duplicates the general rule with respect to 
partnership elections contained in section 703 (b). 

A new provision with respect to the election has been added stating 
that in the case of bonds held by an estate or trust the election shall 
be exercisable only by the fiduciary. This rule is implied in section 
163 (e) of existing law. 
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Section 172. Net operating loss deduction 

The net operating loss provisions have been rewritten both for pur- 
poses of clarity and also to incorporate several major substantive 
changes. 

The first of the substantive changes is to extend the net operating 
loss carryback from 1 year to 2 years. The present 5-year carryover 
is retained. As under present law, a net operating loss must first 
be carried to the earliest year to which such loss may be carried, then 
to the next earliest year, etc. 

The second major change modifies the method of computing the 
amount of the net operating loss. Under present law, certain adjust- 
ments are made in arriving at the amount determined to be the net 
operating loss. Thus, adjustments are made for any tax-exempt 
interest received by the taxpayer, the excess of percentage or discovery 
depletion over cost depletion, the excess of nontrade or nonbusiness 
deductions of taxpayers other than corporations over gross income 
from such sources, the excess of capital losses of taxpayers other than 
corporations over capital gains, and the deduction with respect to 
long-term capital gains for taxpayers other than corporations. In 
effect, all these adjustme nts to reduce the amount of the loss which 
may be carried to another year. Furthermore, in determining the 
net operating loss for any year, such determination is made without 
regard to net operating losses of other years. Under the revised 
provisions, all the present adjustments ies been retained with the 
exception of the one for tax-exempt interest. The receipt of tax- 
exempt interest thus will no longer serve to reduce a net operating loss. 

Under present law, essentially the same adjustments that are made 
in computing a net operating loss for a year, with the exception of the 
one relating to nontrade or nonbusiness expenses, are likewise made 
in the year to which the loss is carried before such loss may be applied 
against taxable income. Thus, if a 1953 loss were carried back 
1952 to be applied against 1952 income, any excess of percentage 
depletion over cost depletion with respect to 1952 in effect would 
first be used to reduce the 1953 loss carryback before it could be 
applied es a deduction against 1952 income. In addition, present 
law provides, in the case of a corporation, for a similar adjustment in 
the year to which the loss is carried for the dividends received credit 
in that year. The loss ecarryback in effect thus is likewise reduced 
by the portion of the intercorporate dividends received tax free before 
such loss is applied against taxable income, Under the revised 
provisions, however, no adjustments are made in the year to which 
the loss is carried prior to computing the amount of the net operating 
loss deduction. ‘The net operating loss deduction thus will be simply 
the sum of all the net operating loss carryovers and ail the net operat- 
ing loss carrybacks to the taxable year. Certain adjustments (not 
including any adjustment for tax- éxempt interest) will have to be 
made, however, in determining the income for any year which must 
be subtracted from a net operating loss to determine the portion of 
such loss which will still be available to carry to a subsequent year. 

A further substantive change will permit taxpayers other en 
corporations who sell a business or certain business assets in effect to 
include any loss sustained on the sale of such business or business 
assets as part of a net operating loss for the year of the sale. (Corpo- 
rations are entitled to this treatment under present law and under this 
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ssctiae Thus, subsection (d) (4) (A) will overrule the decision in 
Ji Joseph Sic v. Commissioner (10 T. C. 1096, 177 F. (2d) 649 (CA-8), cer- 
tiorari denied, 339 U.S. 913), and similar cases, which held, for example, 
that a farmer who sold his farm at a loss could not include such loss 
as part of his net operating loss. The cases indicated that such loss 
was a nonbusiness loss since the taxpayer was not in the business of 
selling farms. ‘The new provisions will reach the opposite result. 

Ade ditional language in the revised section, subsections (d) (3) and 

has been added to retain the same result as present law in view of 
th change of personal exemptions and certain corporate credits to 
deductions. Subsection (f) (2) has also been added to prevent the sub- 
stantive changes previously noted from affecting the excess-profits tax. 
For example, | a net operating loss sustained in 1954 will aflect only 
1953 so far as the excess-profits tax is concerned, but will have no 
ct on the 1952 excess-profits tax. A 1954 loss will be computed 
and d adjusted for excess-profits tax purposes as if no chan ges had been 
ade by this section and as if section 122 of the 1939 Code continued 

to apply to taxable vears beginning after December 31, 1953. A | 
stained in 1955 will have no effect whatever on the excess-profits tax. 

In view of the changes made, it was necessary to prov ide rules as to 
how net operating losses sustained in 1954 and subsequent years, and 
the resulting carrybacks, should be computed when carried back to 
pre-1954 years, and how pre-1954 losses, and the resulting carryovers, 
should be computed when carried over to 1954 and succeeding years. 
The rules provided in subsection (e) thus indicate that the amount of 
2 1953 loss shall be computed under the 1939 Code, but adjustments 
to such loss in 1954 and succeeding years to which the loss which has 
been so computed is carried shall be made under the 1954 Code. Like- 

. the amount of any 1954 loss will be computed under the 1954 
Code, but any adjustments to such loss when carried back to 1952 or 
1953 will be made under the previsions of the 1939 Code. 

Finally, subsection (f) sets forth the transitional rules necessary in 
determining how many years a loss may be carried back and carried 
over. Thus, the determination as to how many years a 1953 loss may 
be carried shall be made under the 1939 code; such determination for 
1954 and succeeding years shall be made under the 1954 Code. Sub- 
section (f) likewise provides that in computing the 1952 income which 
is to be subtracted from a 1954 net operating loss in determining the 
portion of such loss which may be carried back to 1953, such deter- 
mination shall be made under the provisions of the 1939 Code. 
Section 173. Circulation expenditures 

This section corresponds to section 23 (bb) of the 1939 Code, as 
amended, and is identical in substance with that section. 


Section 174. Research and experimental erpenditures 

Section 174 is a new provision relating to research and experimental 
expenditures paid or incurred in taxable years beginning after Decem- 

ber 31, 1953. A taxpayer may (1) treat such expenditures as deduct- 
ible expenses under subsection (a), or (2) elect to capitalize such 
expenditures and take advantage of the etenrtibetion provisions of 
voluabiiians (b). 

Subsection (a) provides the general rule that research and experi- 
mental expenditures paid or incurred during the taxable year in con- 
nection with a trade or business may be treated as expenses not 
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chargeable to capital account and deducted in such taxable year, A 
taxpayer may adopt this method for treating research and experi- 
mental expenditures without the consent of the Secretary for the first 
taxable year in which such expenditures are paid or incurred and 
which begins after December 31, 1953, and ends after the date on 
which this bill is enacted. He may adopt this method at any time 
with consent. 

Once adopted, the method must be adhered to for the taxable year 
and for all subsequent taxable years unless a change to a different 
method is authorized by the Secretary or his delegate with respect 
to part or all of such expenditures. Although a taxpayer may have 
adopted the method of treating research and experimental expendi- 
tures as expenses, he may request an authorization to capitalize 
research and experimental expenditures attributable to a special proj- 
ect. Such capitalized expenditures would be depreciable over the 
determinable useful life of the property or amortizable under subsec- 
tion (b). The authorization with respect to the special project would 
not affect the method adopted with respect to the taxpayer’s regularly 
incurred research and experimental expenditures. : 

Subsection (b) provides for the amortization of research and exper- 
imental expenditures paid or incurred in connection with the tax- 
payer’s trade or business which are capitalized and not treated as 
expenses under subsection (a). If the property resulting from the 
research and experimental expenditures has a determinable useful 
life, subsection (b) is inapplicable and the capitalized expenditures 
must be amortized over such determinable useful life. If the property 
resulting from the research and experimental expenditures has no 
determinable useful life, subsection (b) permits the amortization of 
such expenditures over a period of not less than 60 months as selected 
by the taxpayer (beginning with the month in which the taxpayer 
first realizes benefits from such expenditures). 

The election to treat research and experimental expenditures as 
deferred expenses and to amortize them may be made for any taxable 
year beginning after December 31, 1953, but only if made not later 
than the time prescribed for filing the return for the taxable year 
(including extensions thereof) in which the expenditures are paid or 
incurred. Once elected, the method and the period selected by the 
taxpayer must be adhered to for the taxable year for which the 
election is made and for all subsequent taxable years unless a change 
to a different method (or to a different period) is authorized with 
respect to part or all of the research and experimental expenditures 
by the Secretary or his delegate. 

Subsection (c) excludes from the applicability of the methods 
provided in subsections (a) and (b) any expenditure for the acquisi- 
tion or improvement of land, or for the acquisition of property to be 
used in connection with the research and experimentation and of a 
character which is subject to the allowance for depreciation, etc. 
(section 167) or the allowance for depletion (sec. 611). However, 
such allowances under sections 167 and 611 shall be considered as 
research and experimental expenditures which may be deducted under 
subsection (a) or amortized under subsection (b). 

Subsection (d) further excludes from the application of section 173 
any expenditure for the purpose of ascertaining the existence, location, 
extent, or quality of any deposit of ore, other mineral, oil, or gas. 








Tl 
th 


sit 


p 
d 
ti 
fo 


in 





INTERNAL REVENUE CODE OF 1954 A59 


The treatment of such expenditures excluded from the application of 
this section is subject to determination under other applicable provi- 
sions of the bill which are substantially the same as existing law. 


Section 175. Soil and water conservation expenditures 
This section is discussed in the principal portion of the report. 


Part VII—AppitTionat Iremizep Depuctions For INpIvVIDUALS 


Section 211. Allowance of deductions 


This section provides that in computing taxable income under sec- 
tion 63 (a) (relating to the general definition of “taxable income’’) the 
items specified in part VII (relating to additional itemized deductions 
for individuals), subject to the exceptions provided in part IX (relat- 
ing to items not deductible), shall be allowed as deductions, 


Section 212. Expenses for production of income 

This section provides that an individual who has elected to itemize 
his deductions shall be allowed as a deduction all the ordinary and 
necessary expenses paid or incurred during the taxable year (1) for 
the production or collection of income, (2) for the management, con- 
servation, or maintenance of property held for the production of 
income, or, (3) in connection with the determination, collection, or 
refund of any tax. Paragraphs (1) and (2) correspond to section 
23 (a) (2) of the 1939 code and no substantive change is made. 

Paragraph (3) is new and is designed to permit the deduction by an 
individual of legal and other expenses paid or incurred in connection 
with a contested tax liability, whether the contest be Federal, State, 
or municipal taxes, or whether the tax be income estate, gift, property,, 
and so forth. Any expenses incurred in contesting any liability col- 
lected as a tax or as a part of the tax will be deductible. 

Section 213. Medical, dental, etc., expenses 

This section, authorizing a deduction for extraordinary medical 
expenses in the case of a taxpayer who elects to itemize his deductions, 
has been changed from present law in several respects. 

Under present law a taxpayer is allowed to deduct (except in the 
case of a taxpayer who has attained the age of 65 years or whose 
spouse has attained such age) only the expenses paid which are in 
excess of 5 percent of adjusted gross income. The bill reduces the 
percentage requirement to 3 percent of adjusted gross income. How- 
ever, in computing the amount paid during the taxable year for 
medicine and drugs, the taxpayer shall take into account only the 
aggregate of such amounts paid in excess of 1 percent of adjusted 
gross income. 

Under this section, a taxpayer with an adjusted gross income of 
$6,000, who paid a doctor $300, a hospital $100, and also spent $100 
on drugs will compute his medical deduction as follows: 

Expenditures for drugs taken into account only to the extent they 
exceed $60 (1 percent of adjusted gross income), or $40; total medical 
expenses taken into account $300 plus $100 plus $40 or $440; deduct- 
ible amount, excess of 3 percent of adjusted gross income or $260. 
While some question has been raised under present law by taxpayers 
as to whether the expenditures for toiletries and sundry items may 
be taken into account this provision makes it clear that expenditures 








a60 INTERNAL REVENUE CODE OF 1954 


for medicine and drugs (whether or not requiring a prescription) ; 


« 


re 
taken into account but expenditures for toiletries and sundries are 
not. Only expenditures in excess of the minimum will be included. 
Under existing law the maximum deduction allowable for medica] 
expenses is $1,250, multiplied by the number of exemptions allowed 
(exclusive of the additional exemptions allowed in the case of indi- 
viduals who are 65 years of age or blind), with a maximum deduction 
of $2,500; except in the case w here a joint return is filed, the maximum 
deduction is $5,000. Your committee’s bill would double the ma Xi- 
mum deduction allowable for medical expenses and include in the rule 
with respect to a joint return, a return filed by the head of a family, 
Subsection (d) amends existing law and provides that expenses for 
the medical care of the decedent paid out of his estate within 1 year 
from the date of his death shall be treated as paid by the decedent at 
the time the expenses were incurred. This provision permits, upon 
payment of such expenses by the estate within 1 year from the date of 
decedent’s death, the deduction of the amounts paid in the year in 
which they were incurred by the decedent. While in the normal case 
this will be in the taxable year for which decedent’s last return is 
filed, it will also permit the amendment of a prior return to the extent 
permitted by the statute of limitations. However, the deduction 
granted in this subsection is not permitted where the amount so paid 
is also allowable in computing the net estate of the decedent for 
estate-tax purposes unless a statement is filed that the deduction has 
not been claimed or allowed for estate-tax purposes together with a 
waiver of the right to claim such as an estate-tax deduction. 
Subsection (e) defines medical care to mean amounts paid for the 
diagnosis, cure, mitigation, treatment, or prevention of diseases or 
for the purpose of affecting any structure or function of the body 
(including amounts paid for accident or health insurance), or for 
transportation primarily for and essential to medical care. The 
deduction permitted for “transportation primarily for and essential 
to medical care” clarifies existing law in that it specifically excludes 
deduction of any meals and lodging while away from home receiving 
medical treatment. For example, if a doctor prescribes that a patie nt 
must go to Florida in order to alleviate specific chronic ailments and 
to escape unfavorable climatic conditions which have proven injurious 
to the h ealth of the taxpayer, and the travel is prescribed for reasons 
other than the general improvement of a patient’s health, the cost 
of the patient’s transportation to Florida would be deductible but 
not his living expenses while there. However, if a doctor prescribed 
an appendectomy , and the taxpayer chose to go to Florida for the 
operation not even his transportation costs would be deductible. 
The subsection is not intended otherwise to change the existing 
definitions of medical care, to deny the cost of ordinary ambulance 
transportation nor to deny the cost of food or lodging provided as 
part of a hospital biil. 
Subsection (f) provides that any expense relating to child care 
allowed as a deduction under section 214 shall not be treated as an 
expense paid for medical care. 


Section 214. Child-care expenses 


This section provides a deduction (not to exceed $600 for any taxable 
year) for expenses of child care which are paid for the purpose ol 
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permitting a taxpayer to be gainfully employed (including self- 
employed). The expenses must be paid during the taxable year in 
which they are incurred. 

In order to qualify for this deduction the taxpayer must be either 
(1) a widow or widower, or (2) a mother whose husband is incapable 
of self-support because mentally or physically defective. Widow 
(and widower) is defined in the usual way as a person whose spouse 
has died and who has not remarried. The term also includes an 
unmarried person who is divorced from his spouse and a person who 
is legally separated from his spouse. 

This deduction is allowed for the care of a child, who is a son, 
daughter, or a stepchild of the taxpayer as defined in section 112 (b) 
(2), under the age of 10, or a child under the age of 16 if he is 
physically handicapped to such an extent that he is unable to attend 
a school (other than a school for the mentally or physically defective). 
Only those expenses will be allowed which are incurred for child care 
prior to the time the child reaches the age of 10, or in the case of a 
physically handicapped child, prior to the same such child reaches 
the age of 16. For example: If a child’s 10th birthday is on July 1, 
1955, the parent, otherwise qualified, may deduct such child-care 
expenses paid during the taxable year (not to exceed the maximum 
limitation) as are incurred up to July 1, but may not deduct those 
expenses for child care incurred after Sah 

The deduction is limited to $600 regardless of the number of qualified 
children. ‘Thus the deduction may never be greater than $600 but 
may be less depending on the actual amount spent. There may be 
no deduction for amounts paid to a person for whom the taxpayer 
is allowed a dependency deduction for the taxable year under section 
151. 

Deduction for child-care expenses will be allowed only for those 
periods in which the taxpayer is gainfully employed or in active search 
of gainful employment. If the taxpayer has a child in a nursery school 
which costs $50 per month and the taxpayer is only employed for 2 
months during the year, the taxpayer may only deduct $100 as child- 
care expenses. If the taxpayer was empl yyed for only 2 wee ‘ks in eac ' 
of 2 months she could only deduct that proportion that the child-c 
expenses allocable to those periods during which she was workit ng. 
Also, if the taxpaver is employed for only one-half a day but has the 

child cared for all day, only that proportion of the expenses as are 
incurred to allow the taxpayer to be gainfully employed will be 
allowed. In this case only one-half of the expenses will be allowed. 

If the taxpayer has a maid or housekeeper who cares for the children 
in addition to her other household duties of cleaning and cooking, the 
cost of the maid’s salary must be prorated and only that portion which 
is allocable to child care may be taken as a deduction. Assume, for 
example, that W has a maid, M, who cares for her two children (one 
5 years old, the other 12) in addition to cleaning the house and cooking 
meals. Assume that 50 percent of the maid’s time is spent in caring 
~ the children. W pays the maid $25 per week and is herself 

mployed for the full year. Of the $1,300 paid to the maid, only $600 
will be allowed as a deduction for child care. This amount is arrived 
at by dividing the $1,300 by 2 to determine the amount spent for 
child care, the result in this case is $650. The maximum allowed for 
child-care expense deduction is $600, hence, W has a $600 child-care 
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deduction. It will be nected that the amount allocated to child care. 
will not be further allocated between the children under 10 years 
of age and those over that age. 

A divorced or legally separated wife may take a deduction for her 
child-care expenses even though her husband, pursuant to a divorce 
decree, supports the child and is entitled to the dependency deduction, 


Section 215. Alimony, etc., payments 


This section is substantially the same as existing law, except for 
the changes necessary to correlate with section 71 of this bill. 


Section 216. Amount representing taxes and interest paid to cooperatire 
housing corporation 

Section 216 of the bill reenacts, in revised form, section 23 (z) o 
the 1939 Code by allowing as a deduction not otherwise deductible to 
each stockholder an amount representing his proportionate share of 
the total amount of taxes and interest paid to a cooperative apartment 
corporation. The only substantive change is that the benefits of the 
section are also granted to stockholders of any cooperative housing 
corporation meeting the tests of the section. 


Section 217. Cross references 
Parr VIII—Sprreciat Depuctions FoR CORPORATIONS 


Section 241. Allowance of special deductions 

This section provides that in addition to the deductions provided 
in part VI (sec. 101 and following) there shall be allowed as deductions 
to corporations in computing taxable income the items specified in 


part VIII. 
Section 242. Partially tax-exempt interest 

This section corresponds to section 26 (a) of the 1939 Code. The 
only change is to convert the credit provided in that section into a 
deduction. 


Section 243. Dividends received by corporations 

This section corresponds to section 26 (b) (1) of the 1939 Code. 

Under existing law, a corporation in general is entitled to a credit 
against net income of 85 percent of the amount received as dividends 
(other than dividends on certain preferred stock of public utility 
companies) which it receives from other domestic corporations which 
are subject to tax. Subsection (a) of this section continues this 
treatment but provides that the shareholder corporation will be 
allowed a deduction instead of a credit. 

Subsection (b) of the section provides special rules for certain types 
of corporate distributions. These rules are correlated with those 
applicable in the case of the dividends-received credit under section 
34 for dividends received by individuals. As under existing law, 
dividend paid by a mutual savings bank for which the bank is allowed 
a deduction en section 591 (dividends paid to depositors which are 


in the nature of interest) is not treated as a dividend for which the 
dividends-received reduction is allowable. Also, a dividend received 
from a regulated investment company is subject to the limitations 
prescribed in the sections dealing with the taxation of such companies. 











INTERNAL REVENUE CODE OF 1954 A63 


Section 244. Dividends received on certain preferred stock 

This section accomplishes the same purpose as section 26 (b) (2) of 
the 1939 Code. Under present law, dividends received on certain 
preferred stock of a public utility company qualify for adividends- 
received credit to the extent of the portion of the dividend not allowed 
as a credit to the payor corporation. Under the previous method of 
computation any change in corporate tax rates made it necessary to 
compute &@ new percentage each time so as, in effect, to give approxi- 
mately a 14 percentage point tax benefit. 

Section 244, in addition to changing the credit to a deduction, 
establishes a formula which will automatically provide the correct 
percentage for a deduction for dividends received on preferred stock 
of a public utility regardless of changes in tax rates. This percentage 
is geared to the deduction provided in section 247 for the payment of 
dividends on certain preferred stock of public utility companies. 
Section 244 does not make any substantive change in present law. 


Section 245. Dividends received from certain foreign corporations 

Section 245 corresponds to section 26 (b) (3) of the 1939 Code, which 
provides a credit for dividends received from certain foreign corpora- 
tions. This section changes the credit to a deduction. The only sub- 
stantive change made by section 245 is that the deduction will be keyed 
to the percent provided in section 243 for the taxable year in computing 
the deduction for dividends received by corporations. 


Section 246. Rules applying to deductions for dividends received 

Subsection (a) of section 246 provides that the deductions allowed 
by sections 243, 244, and 245 (relating to deductions for dividends 
received) shall not apply to dividends received from certain types of 
corporations. No such deduction shall be allowed with respect to 
any dividend received from (1) an insurance company subject to a 
tax imposed by subchapter N (sec. 801 and following); (2) a corpora- 
tion organized under the China Trade Act, 1922 (see sec. 941); (3) a 
corporation which, for the taxable year of the distributing corporation 
in which the distribution is made, or for the next preceding taxable 
year of such corporation, is a corporation exempt from tax under 
section 501 (relating to certain charitable, etc., organizations) or 
section 521 (relating to farmers’ cooperative assoc iations); or (4) : 
corporation which, for the taxable year of the distributing Soiptetithein 
in which the distribution is made, or for the next preceding taxable 
year of such corporation, is a corporation to which section 931 (relating 
to income from sources within possessions of the United States) 
applies, 

Subsection (b) of section 246 provides a limitation on the aggregate 
amount of the deductions allowed by sections 243, 244, and 245 
relating to deductions for dividends received). The aggregate of 
such deductions shall not exceed 85 percent of the taxab le income of 
the shareholder corporation computed without regard to the deduc- 
tions allowed by sections 172, 243, 244, 245, or 247. 

Section 247. Dividends paid on certain preferred stock of public utilities 

Section 247 corresponds to section 26 (h) of the 1939 Code. How- 
ever, it changes the credit provided in section 26 (h) to a deduction. 
Section 247 in addition establishes a formula so that this deduction 
with respect to dividends paid on certain preferred stock of public 
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utility companies will automatically be determined, based upon the 
corporate normal and surtax rates for the particular taxable year. It 
will no longer be necessary to change the statute with respect to this 
deduction merely because the tax rates are changed. 

Section 247 does not make any substantive changes in existing law, 


Section 248. Organizational expenditures 

This is a new provision which would permit the organizational 
expenditures of a corporation to be treated as deferred expenses at 
the election of the corporation. 

If such election is made, the deferred expenses will be allowed as a 
deduction in computing taxable income ratably over a period of 60 
months or more as selected by the taxpayer. The period over which 
such expenses can be spread ‘will begin with the month in which the 
corporation begins business. 

Organizational expenditures are those expenditures which are di- 
rectly incident to the creation of the corporation. In this category 
would be included expenditures for legal services to obtain the cor- 
porate charter, fees paid to the State of incorporation, expenses of 
tera directors of the corporation, etc. Expenditures connected 

vith the reogranization of a corporation are not incident to the crea- 

on of a corporation, and hence are not subject to the provisions of 
section 248. 

Further limitations upon the expenditures to which this section 
is applicable are that the expenditures must be of a character which 
are chargeable to capital account and which, if expended incident 
the creation of a corporation having a a limited life, would be amortiz- 
able over such life. Expenses of issuing shares of stock, such as 
commissions, professional fees, and printing costs, are a reduction of 
the proceeds derived from the issue, and are properly chargeable 
against the paid-in capital. Such expenses are not organizational 
expenditures within the meaning of section 248, even where the 
particular issue of stock to which the expenses relate is for a fixed 
term of years. aoe case of Surety Finance Company of Tacoma 
Commissioner (77 F. (2d) 221), demonstrates that expenses incurre d 
in connection with the sale of stock are not of the character to be 
amortizable over the limited life of a corporation. 

Under subsection (c) of this section, the corporation may elect 
the new treatment for any taxable year beginning after December 31, 
1953, but only if such election is made not later than the time pre- 
scribed for filing the return for such taxable year (including any 
extensions of time). After any such election organizational ex- 
penditures must be treated as deferred expenses and ‘the period of 60 
months or more (which must be selected at the time of such election) 
must be adhered to in computing the taxable income of the corporation 
for the taxable year for which the election is made and all subsequent 

taxable years 

The election shall apply only with respect to expenditures paid or 
incurred on or after the date a casas of this title. 


Parr [X—Irems Nor Depvuctisue 


Section 261. General rule for disallowance of deductions 
This section corresponds to section 24 (a) of the 1939 Code. No 
substantive change is made. 
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Section 262. Personal, living, and family expenses 

This section corresponds to section 24 (a) (1) of the 1939 Code. No 
substantive change is made. 
Section 263. Capital expenditures 

Subsection (a) of this section corresponds to section 24 (a) (2) and 
(3) with additions necessitated by reason of the deduction provided 
for expenditures for research and experimentation (sec. 174 (a)) and 
soil and water conservation (sec. 175); and subsection (b) corresponds 
to section 23 (a) (1) (C) of the 1939 Code, as amended. No substan- 
tive change is made. 


Section 264. Certain amounts paid in connection with insurance contracts 


This section is discussed in the principal portion of the report. 
Section 265. Expenses and interest relating to tax-exempt income 

Subsection (a) is the same as section 24 (a) (5) of the 1939 Code. 
Subsection (b) contains the same rule as section 23 (b) of the 1939 
Code. No substantive changes are made in either of these provisions. 
Section 266. Carrying charges 

This section is the same as section 24 (a) (7) of the 1939 Code. 
No substantive change is made. 

Section 267. Losses, expenses, and interest with respect to transactions 
between related tarpayers 

Subsection (a) of section 267 continues the disallowance of losses 
from sales or exchanges between certain related taxpayers and the 
disallowance of certain unpaid expenses and interest contained in 
subsections (b) and (ce), respectively, of section 24 of the 1939 Code. 
In the enumeration of related taxpayers in subsection (b) three ad- 
ditional classes have been added: (1) A fiduciary of one trust and a 
beneficiary of another trust if the same person is grantor of both 
(paragraph (7)); (2) a fiduciary of a trust and a corporation more 
than 50 percent owned by or for the trust or by or for a person who 
is a grantor of the trust (paragraph (8)); and (3) a person and an 
exempt organization controlled by the person or his family, if the 
person is an individual (paragraph (9)). Paragraph (8) would change 
the result in the Snively case (22 T. C. No. 18 (1953)) and the Lez- 
mont case (22 T. C. No. 22 (1953)). In Snively, the transaction was 
between a corporation more than 50 percent of the value of the stock 
of which was owned by taxpayer and a trust established by his child- 
ren. Under the constructive ownership rule of subsection (c) (2), a 
son or daughter would be treated as owning the stock owned by the 
father, and the transaction is thus between a fiduciary of a trust and 
a corporation more than 50 percent owned by a grantor of the trust. 
In Lermont, the transaction involved a trust and a corporation which 
was 100 percent owned by the trust. 

Control includes any kind of control, direct or indirect, whether 
legally enforcible, and however exercisable or exercised. It is the 
reality of the control which is decisive, not its form or the mode of 
its exercise. 

Subsection (c) continues the constructive ownership rules to be 
used in determining whether or not taxpayers are related for purposes 
of subsection (b). 
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Subsection (d) provides a new rule for recognition of gain on the 
disposition of property if a loss incurred by the transferor on the 
transfer of the property to the taxpayer had not been allowable by 
reason of subsection (a) (or sec. 24 (b) of the 1939 Code). Any gain 
to the taxpayer on the disposition of the property will be recognized 
only to the extent that it exceeds the amount of the loss not previously 
allowable. This rule does not affect the basis of the property for 
determining gain, and consequently depreciation and other items 
which depend upon that basis are also unaffected. The holding 
period of the taxpayer will be determined without regard to section 
1223. 

The benefit of the provision is limited to the original transferee. 
If the property is given away the donee does not come within the 
terms of the provision. If, however, the property is disposed of in a 
transaction in which other property is received, the basis of which is 
determined by reference to the basis of the original property, subsec- 
tion (d) is applicable to reduce the amount of gain to be recognized 
on a future disposition by the taxpayer of the other property. Sim- 
ilarly subsection (d) applies to a disposition of property held after a 
series of transactions if the basis of the property acquired in each is 
determined by reference to the property transferred, and the original 
property was acquired in a transaction in which a loss of a transferor 
was not allowable under subsection (a) (or sec. 24 (b) of the 1939 
Code). 

If property received in a transaction in which a loss of the transferor 
is not allowable under subsection (a) (or sec. 24 (b) of the 1939 Code), 
consists of divisible property or several items or classes of items, «le- 
termination of the basis of the taxpayer in each part, item, or class 
(if necessary) is made by an allocation among the property received, 
in the proportion that the fair market value of each bears to the fair 
market value of all such property at the time that the property is 
received. If the taxpayer disposes of a portion of the property re- 
ceived at a price in excess of basis, the amount of the gain which is 
not recognized by reason of subsection (d) (i. e., the loss not previ- 
ously allowable) must be determined. The loss not previously allow- 
able is the difference between the adjusted basis of the property for 
determining loss in the hands of the transferor and the portion of the 
purchase price properly allocable to the property. However, if it 
cannot be established that, in a tax computation, the transferor has 
used the basis of the property now beiag disposed of by the taxpayer 
or any other part of the property transferred by the transferor, the 
portion of the loss ssepaue allocable to the property is that part of 
the total loss which was not allowable to the transferor which the 
value, at the time of receipt by the taxpayer, of the portion of the 
sroperty being disposed of bears to the value, at the time of receipt 
“ the taxpayer, of all the property received in the transaction to 
which subsection (a) (or sec. 24 (c) of the 1939 Code) applied. 
Section 268. Sale of land with unharvested crop 

This section corresponds to section 24 (f) of the 1939 Code. No 
substantive change is made. 

Section 269. Acquisitions made to evade or avoid income tar 


Subsections (a) and (b) correspond to the provisions of section 129 
of the 1939 Code. 
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Subsection (c) provides a procedural device for the determination of 
whether the principal purpose of an acquisition specified in paragraph 
(a) (1) or (a) (2) was evasion or avoidance of Federal income tax by 
securing the benefit of a deduction, credit, or other allowance not 
otherwise available. Subsection (c) creates a rebuttable presumption 
that the principal purpose of the acquisition was evasion or avoidance 
of income tax; the presumption arises where the consideration paid 
upon an acquisition is substantially less than the aggregate of — 

(1) the adjusted basis of the property of the corporation (to the 
extent attributable to the interest acquired specified in par. (a) (1)), 
or of the property acquired specified in paragraph (a) (2); and 

(2) the tax benefits (to the extent not reflected in the adjusted 
basis of the property) not available otherwise than as a result of the 
acquisition. 

Thus, the burden of proof is shifted to the taxpayer (where an ac- 
quisition specified in par. (a) (1) or (a) (2) has been made) and any de- 
duction, credit, or other allowance attributable to the acquisition 
shall be disallowed in whole or in part unless the taxpayer by a clear 
preponderance of the evidence shall prove that the principal purpose 
of the acquisition was not evasion or avoidance of income tax. 

Subsection (c) applies only with respect to acquisitions after March 
1, 1954. 


Section 270, Limitation on deductions allowable to individuals in certain 
cases 

This section corresponds to section 130 of the 1939 Code and, 
except as provided in subsection (b), no substantive change is made. 

Subsection (b), specially treated deductions, lists certain deductions 
which, under subsection (a), will not be included in computing whether 
the deductions of the taxpayer attributable to a trade or business 
carried on for him for 5 consecutive taxable years have, in each of 
such years, exceeded by more than $50,000 the gross income derived 
from such trade or business. In addition to taxes and interest, which 
are given such treatment under the 1939 Code, casualty and abandon- 
ment losses connected with a trade or business, losses and expenses of 
a trade or business of farming which are directly attributable to 
drought, and expenditures as to which taxpayers are given the option, 
under law or regulations, either (1) to deduct as expenses when in- 
curred, or (2) to defer or capitalize, are added as deductions which 
will be given such special treatment. 


Section 271. Debts owed by political parties, ete. 
This section corresponds to section 23 (k) (6) of the 1939 Code. No 
substantive change is made. 


Section 272. Cutting of timber and disposal of coal or timber 


= 


Section 272 has no counterpart in the 1939 Code. Subsection (a) 
thereof provides that where the cutting of timber is considered to be a 
sale or exchange of such timber under section 631 (a), no deduction 
shall be allowed on account of certain expenses of the taxpayer in- 
curred in connection with the holding and quantity measurement of 
the timber cut. To the extent the taxpayer pays them, such expendi- 
tures include ad valorem taxes imposed by State or local authorities, 
costs of fire protection (including patrolling, signposting, building of 
firebreaks, costs of communication facilities necessary to such fire 
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patrolling, equipment necessary for fire prevention or control, develop- 
ment of water facilities for fire fighting), insurance costs of all kinds 
relating to the property (not including liability insurance), costs in- 
curred in administering a timber lease (including costs of bookkeeping 
and technical supervision), costs of timber measurement (including 
surveying), and interest on loans attributable to the timber. It is 
intended that only that portion of such expenditures allocable to the 
timber cut will be disallowed as a deduction. The remainder of such 
expenditures shall be treated as if section 631 (a) were not applicable, 
and as under present law, may be deducted from other income as a 
business deduction, or depending upon the application of section 266 
to the particular expenditure, may be capitalized at the election of 
the taxpayer. 

Subsection (b) thereof provides that where the disposal of timber 
or coal is covered by section 631 (b), no deduction shall be allowed for 
expenditures of the owner attributable to the making and administer- 
ing of the contract under which such coal or timber is disposed of and 
to the preservation of the economic interest retained therein. Such 
expenses include those enumerated above and expenses of flood contro! 
as they may apply to timber or coal in section 631 (b). In addition 
such expenses, to the extent the owner pays them, include the legal and 
technical expenses attendant to the making of the contract, the ex- 
penses of measuring and checking quantities disposed of under the 
contract. It is intended that the entire amount of such expenses shal! 
be disallowed as a deduction, if there is any production of income 
under the contract, without regard to the fact that no timber or coal 
may actually have been disposed under the contract. If there is no 
production of income under the contract, section 272 (b) will not b 
applicable, and as under present law, such expenses may be deducted 
from other income as a business expense, or depending upon the 
application of section 266 to the particular expense, may be capitalized 
at the election of the taxpayer. 

If the contract under which the coal or timber is disposed of is 
terminated and, although income may have been received under the 
contract, no coal or timber was actually disposed of, an amended 
return shall be filed for each year in which such income was received, 
and in the computation of tax for such year, section 272 (b) shall not 
be applicable. In such case, as under present law, such expenses 
may be deducted from other income as a business expense, or depend- 
ing upon the application of section 266 to the particular expense may 
be capitalized at the election of the taxpayer. 

Taxes are unlike other expenses in that taxes paid are generally 
deductible while expenses are only deductible if incurred in trans- 
actions entered into for profit. ‘Therefore, under your committee’s 
bill, taxes paid by the owner on land subject to a coal or timber lease 
will first be apportioned between the value of the land attributable to 
the coal (or timber) covered by the lease and the value attributable to 
other things, i. e., to any buildings on the land. To the extent that 
the apportioned part of such taxes plus the taxpayer’s other expendi- 
tures disallowed by this section exceed his income from the coal or 
timber lease the taxes will be deductible from other income in the 
same manner as other taxes. In making this computation the income 
from the lease will first be reduced by the other expenditures and 
then by the taxes. 
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Section 278. Holders of life or terminable interest 

This section corresponds to section 24 (d) of the 1939 Code. To 
correlate however with the changes made in the taxation of estates 
and trusts in subchapter J there has been eliminated the provision of 
existing law which denies to holders of a life or terminable interest 
any deduction allowed by the 1939 Code (other than the deduction 
for depreciation and deple tion). Under the new provision for taxa- 
tion of estates and trusts such deductions are made available to 
beneficiaries to the extent that they are not used by the estate or trust. 
Section 274. Payments to issuer of tax-exempt obligations 

This is a new section which disallows as a deduction any amounts 

paid or accrued to a State, Territory, possession of the United States, 
> a political subdivision thereof, or the District of mn umbia, as 
payments for the use or occupancy of property ac quired or improved 
by such State or Territory with the proceeds of any int etaiil develop- 
ment revenue bond. 

The bonds covered by this section are any obligations issued to 
finance the acquisition or improvement of rea! property which is to be 
used to any substantial extent by nonpublic lessees for manufacturing 
articles and which do not pledge the full faith and credit of the issuing 
authority for the payment of interest and principal. The term ‘‘man- 
ufacturing articles’ is used in a broad sense and includes processing 
and related activities, such as canning, tanning, etc., the result of 
which is to make available for sale an article or product. A public 

utility producing electricity or gas would not be “manufacturing 
articles.” Obligations issued for the acquisition or improveme | of 
real property used principally for recognized governme ntal purposes 
shall not be considered industrial development revenue bonds even 
though a minor portion of the property may be availed of for manu- 
facturing purposes incidental to the primary activity for which the 
entire property is used. ‘The prohibition of the section will apply 
whether such bonds are issued before or after the acquisition or 
improvement of the property with respect to which rental payments 
are made. 

The section applies only to rental payments paid or accrued on 
property acquired or improved with the proceeds of any bonds issued 
after February 8, 1954. 

Section 275. Nonparticipating stock 

This section provides that no deduction shall be allowed for any 
amounts paid with respect to nonparticipating stock, as defined in 
section 312 (d), such as those income debentures which are not true 
debt obligations of the issuer and the payments with respect to which, 
but for this section, would have been deductible from gross eae: 
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SUBCHAPTER C—CORPORATE DISTRIBUTIONS AND 
ADJUSTMENTS 


Part I—Distrrisutions By CoRPORATIONS 
GENERAL 


Part I of subchapter C provides rules with respect to the tax treat- 
ment generally, at the shareholder level, of corporate distributions of 
stock, securities, money, or other property. Part I also prescribes 
thetax consequences in such cases to the corporation making the 
distribution. 

Under sections 301 to 307, inclusive, there is included the rules con- 
tained in section 115 of the 1939 Code relating to distributions to 
shareholders whether or not in redemption of stock. Section 307 
provides the applicable basis rules. The rules provided in section 
301 through 307 are made applicable (by reference in other parts 
of this section) to distributions, whether made directly to share- 
holders or security holders or made to them or in connection with 
corporate adjustments or other similar transactions. By this struc- 
ture in these areas, your committee intends to replace the present un- 
certainty of existing law as respects the relationship of corporate 
adjustments to corporate distributions, with uniform rules of 
application. 

Sections 308, 309, and 310 for which there is no counterpart under 
the 1939 Code, relate to the effect upon the corporation of such 
corporate distributions. Section 309 provides for imposition of a 
special transfer tax in the case of certain redemptions of nonpartic- 
ipating stock. Section 310 sets forth the generally applicable rule. 
Section 311 delineates certain adjustments to earnings and profits 
which must be made as a result of the distribution. Sections 311 
and 312 provide rules respecting attribution of ownership and defi- 
nitions relating to corporate distributions, generally which are appli- 
cable to part I and other portions of subchapter C. 


Section 301. Corporate distribution of securities and property—effect on 
shareholders 

Section 301 prescribes the basic rule governing the taxation to a 
shareholder of corporate distributions to him of securities and property. 
Although the application of section 301 is qualified by the provisions 
of section 302 (relating to distributions in redemption of stock) and 
section 306 (relating to distributions of securities and property in 
connection with certain transactions), your committee intends in 
this section, to provide the generally applicable rule from which a 
shareholder may ascertain with precision the tax consequences to him 
resulting from the receipt of security and property distributions from 
the corporation. While the structure of section 301, in the interests 
of integration of this section with other provisions of subchapter C, 
differs considerably from the structure of section 115 of the 1939 Code, 
the substance of section 301 represents generally a restatement of 
existing law under section 115 (a), (b), (d), (e), (f), and (j). 

Subsection (a) of section 301 provides (generally as section 115 (j) 
of existing law) that a “distribution,” for the purpose of section 301, 
shall be considered to be the amount of money, the fair market value 
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of securities of the distributing corporation (as defined in section 
311 (c)) and property (as defined in section 311 (f)) received. If, 
however, the shareholder is a corporation receiving a distribution of 
property, the adjusted basis of which in the hands of the distributing 
corporation is less than its fair market value, subsection (a) makes 
clear that the amount of the ‘distribution’ to such shareholder shall 
constitute an amount no greater than the adjusted basis to the dis- 
tributor increased in the amount of gain, if any, recognized to the 
distributing corporation by reason of the distribution. Through this 
provision, your committee intends to correlate the treatment ‘of dis- 
tributions in kind to a corporate shareholder with section 243 of the 
bill (relating to the deduction for dividends received by a corpora- 
tion). In addition this provision changes present law relating to in- 
tercorporate distributions of appre ciated property at the level of the 
corporate shareholder. Whereas under existing law, an intercorpo- 
rate dividend distribution of property which has appreciated in value 
(over its adjusted basis to the distributor) results in taxation to the 
corporate recipient of the fair market value (less the credit for divi- 
dends received under section 26 (b) of the 1939 Code to the extent of 
85 percent of the adjusted basis) under the bill, tax at the corporate 
level would be imposed only with respect to an amount equal to the 
adjusted basis of the property. ‘This manner of treatment, coordinate 
with the broad principle of section 308 of the bill (providing generally 
for no tax to a corporation with respect to distributions of property 
in kind) and insures that the adjusted basis of the property to the 
corporate recipient, for purposes of computing depreciation and gain 
or loss upon a sale or exchange will be the same as the adjusted basis 
to the distributor. 

Subsection (a) also clarifies the rule with respect to distributions of 
property subject to indebtedness. In this instance, the “distribution” 
for the purpose of subsection (a) is reduced by the amount of any 
indebtedness to which the property distributed is subject. Thus, an 
individual receiving a distribution of property from a corporation of 
which he is a shareholder having a fair market value of $1,000 subject 
to a liability of $700 would take into account only $300, the excess of 
the fair market value over the liability, as the distribution for the pur- 
pose of computing the amount taxable under subsection (b). ‘This 
rule is correlated with the provisions of section 308 (b) which subjects 
a corporation to tax upon a distribution of property on the excess of 
the amount of the liability over the adjusted basis of the property 
subject to such liability. 

In the case of a corporate shareholder, the application of the rule 
respecting distributions of property subject to an indebtedness must 
be considered in connection with the provision of subsection (a) 
ones that the amount taken into account by such shareholder 
(i. e., the adjusted basis to the distributor) must be increased by the 
gain ‘recognized to the distributing corporation and with the rule of 
section 308 (b) requiring recognition of gain to the distributor (to the 
extent that the amount of the liability exceeds the adjusted basis of 
the property). Thus, if in the preceding example the adjusted basis 
of the property was $500, gain upon the distribution would be recog- 
nized to the distributing corporation to the extent of $200, the excess 
of the amount of the liability over such adjusted basis. In such case, 
the corporate shareholder receiving the property would take into 
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account $500 (the adjusted basis to the distributor plus the gain of 
$200 recognized upon the distribution). Although the amount of the 
distribution the adjusted basis of the property in this case reduced hy 
the full amount of the liability to which the property is subject ($700) 
eliminates tax to the corporate recipient upon the distribution, tax 
has previously been imposed upon the distributor on $200. 

Subsection (b) of section 301 determines the amount of the “dis- 
tribution” (as determined under subsec. (a)) for the purpose of com- 
puting the income of the shareholder. Paragraph (1) of subsection 
(b) corresponds to secticn 115 (a) of the 1939 Code and provides that 
there shall be includible in the gross inceme of a shareholder that 
portion of the distribution, as determined under subsection (a), which 
constitutes a dividend, as defined in section 311 (a). 

Paragraph (2) of subsection (b), restating the substance of section 
115 (d) and a portion of section 115 (b) of the 1939 Code, provides that 
that portion of a distribution (as determined uader subsece. (a)) which 
is not a dividend (by reason of the fact that the distribution is not out 
of earnings and profits or does not otherwise qualifv under sec. 311 (a)) 
shall be applied against and reduce the adjusted basis of the stock as 
= ided in part II of subchapter O (relating to basis rules of general 

pplication). 

Paragrapk (3) prescribes rules for taxation of that portion of a 
distribution as determined under subsection (a) in excess of the basis 
of the stock and corresponds generally to section 115 (b) of the 1939 
Code. Subparagraph (A) sets forth the general rule that the excess of 
distribution over the basis of the stock shall be treated as a gain frem 
the sale or exchange of property. Subparagraph (B), however, ex- 
cepts from the general rule of (A) that portion of a distribution in 
excess of the basis of the stock which is out of increase in value ac- 
crued before March 1, 1913. In this instance such portion is exempt 
from tax. 

Subsection (c) of section 301 relating to exemption from tax of 
certain distributions made by Personal Service Corporations restate 
existing law uader section 115 (e) of the 1939 Code. 


4 


Section 802, Distributions in redemption of stock—effect on shareholder 
Section 302 of the bill broadly corresponds in function and purpose 
to section 115 (c), (g), and (i) of the 1939 Code by prescribing the 
consequences to shareholders resulting from the receipt of securities 
or property (includimg money) received in redemption of stock. 
However, certain material changes have been made in the struc- 
ture and operation of these provisions. For example, the terms 
“partial liquidation” and “c omplet e liquidation” are assigned a spe- 
cific meaning under sections 336 (a) and (b) of part I of subc thapter 
C, and are c onfined in their application to termination of all or a part 
of the business of the corporation. While such liquidations qualify 
under section 302 for capital gain treatment, the operative provisions 
relating to liquidations are contained in part I]. The other provisions 
of section 302 relate to redemptions of stock which do not result from 
the termination of a portion of the business, but which nevertheless 
may under this section be taxed as gain from the sale or exchange of 
property. The approach adopted in section 115 (g) of existing ‘law, 
whereby the consequences resulting from the redemption of stock 
may be taxed depending upon the factual circumstances surrounding 
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the redemption have been changed by your committee. In lieu of a 
factual inquiry in every case, it is intended to prescribe specific 
conditions from which the taxpayer may ascertain whether a given 
redemption will be taxable at rates applicable to the sale of assets or 
as a distribution of property not in redemption of stock subject to 
section 301. 

Subsection (a) of section 302 sets forth the general rule for taxation 
of amounts distributed in redemption of stock (as defined in see. 
311 (e)) and for treatment of the distribution as a distribution in full 
or part payment in exchange for the stock. The speicfic circumstances 
under which this manner of treatment is authorized are set forth in 
the various paragraphs of subsection (a). The distribution of certain 
inventory assets as defined in section 336 (d) is excepted from the 
operation of paragraphs (2), (3), and (4) of subsection (a). 

Paragraph (1) of subsection (a) makes clear that where the distribu- 
tion is in redemption of nonparticipating stock and is subject to the 
transfer tax provided in section 308 that the shareholder receiving the 
distribution will be taxable on the proceeds at rates applicable to the 
sale of capital assets. 

Paragraph (2) a that a distribution in partial or complete 
(as defined in sec. 336 (a) or (b)) qualifies under subsec. (a). The 
extent to which gain or loss is recognized in such case is specifically 
treated under sections 331, 332, and 333 of part II. 

Paragraphs (3), (4), and (5) relate to those areas under existing law 
presently involved under section 115 ( g) of the 1939 Code where eby av 
redemption otherwise subject to seeaneien under section 115 (c) and 
(i) as a distribution in part or full payment for stock may be taxed 
as a redemption “in whole or in part essentially equivalent to the 
distribution of a taxable dividend.’’ Under paragraphs (3), (4), and 
(5), the test of factual equivalence to a dividend distribution is 
eliminated and definitive standards are enumerated. 

Paragraph (3) of subsection (a) incorporates into the bill, a pro- 
vision included in Treasury regulations under section 115 (g) (see see. 

39.115 (g) (1) (A) (2) of regulations 118) relating to a redemption the 

effect of which is . terminate the interest of a shareholder in the 
affairs of the corporation. Under paragraph (3) it is made clear that 
ie ‘re the distribution is in redemption of all a the participating and 
nonparticipating stock held in the corporation by the shareholder such 
distribution qualifies under subsection (a). The application of para- 
graph (3) is limited (in cases of redemption where attribution of 
ownership obtains), however, by the provision of subsection (a) where 
there is inducted the situations in which the rules of attribution of 
ownership (under sec. 311) will become operative. 

Paragraph (4) is intended to provide predictability in those situa- 
tions where the distributions in redemption of stock are not made in 
complete proportion to the holdings of participating stock of the 
shareholder receiving the proceeds of redemption. Under paragraph 
(4) a distribution in redemption will be treated as a distribution in 
payment in exchange for stock only if the distribution is “‘substan- 
tially disproportionate.’ For this purpose a distribution will be 
considered to be substantially disproportionate, with respect to a 
shareholder only if, immediately after the redemption, such share- 
holder owns a percentage of the participating stock of the corporation 
which is less than 80 percent of the percentage of stock held by him 
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immediately prior to the distribution. The test intended to be in- 
corporated in this paragraph requires a shareholder-by-shareholder 
evaluation of the consequences of the distribution in redemption. 
Accordingly, a distribution may be treated as a distribution in pay- 
ment in exchange for stock with respect to one shareholder and as a 
distribution subject to section 301 with respect to another share- 
holder. For example, a sole shareholder causing the corporation to 
redeem stock from him would not qualify for treatment under para- 
graph (4) since such shareholder owns 100 percent of the stock both 
prior to and after the redemption. On the other hand, if 4 share- 
holders each own 25 shares of participating stock of a corporation, 
there being 100 shares outstanding, a redemption from 1 shareholder 
of 10 of such shares (no other stock being redeemed in the transac- 
tion) would constitute a disproportionate redemption within the 
meaning of paragraph (4). Immediately prior to the redemption 
such shareholder owned 25 percent of the corporation, whereas after 
the distribution in redemption, such shareholder owns only 16.6 
percent of the corporation. Asa result of the redemption, the amount 
of participating stock held immediately after the redemption (16.6 
percent) is less than 80 percent of the percentage of participating 
stock (25 percent) held immediately prior to the redemption. 

Your committee does not intend the application of paragraph (4) 
to be in any way dependent upon the holdings by a shareholder of 
nonparticipating stock. Thus, if in the preceding example, the share- 
holders also held nonparticipating stock, a complete redemption of all 
or a part of the nonparticipating, but none of the participating stock 
of such shareholders would not qualify for capital gains treatment. 

Paragraph (5) of subsection (a) considers those situations in which 
the distribution in redemption is made to a shareholder owning less 
than 1 percent of the participating stock. By this paragraph, similarly 
providing for capital gains treatment, it is expected that hardship in 
the case of shareholders holding an extreme minority interest in the 
corporation may be avoided. On the other hand, this paragraph is 
not intended to operate in situations where a corporation in lieu of 
dividend payments, regularly redeems stock from shareholders owning 
less than 1 percent of the participating stock. This provision also 
makes clear that shareholders owning only nonparticipating stock 
will not become subject to dividend treatment by virtue of the appli- 
cation of paragraph (4). Paragraph (5) will apply in every case in 
which the shareholder, immediately prior to the Jekinnbtion, owns less 
than 1 percent of the participating stock. The fact that such share- 
holder may have owned 1 percent or more of the participating stock 
at any time prior to the act of redemption is not considered relevant 
to operation of paragraph (5) even though such shareholder divested 
himself of sufficient participating stock for the sole purpose of qualify- 
ing under paragraph (5). 

Paragraph (6) provides for inclusion within the scope of subsection 
(a) distributions of stock which qualify for treatment under section 
303 relating to redemption of stock to pay death taxes. 

Subsection (b) of section 302 treats of redemptions not specifically 
qualifying under subsection (a) and thus incorporates into the bill 
the substance of section 115 (g) (1) of existing law by providing for 
the taxation of the proceeds of a redemption in such instances as a 
corporate distribution of property subject to section 301. 
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Subsection (b) will apply in cases of redemption of nonpartici- 
pating stock effected 10 years after issuance, not otherwise qualifying 
under subsection (a). Subsection (b) will also be applicable to re- 
demptions effected incident to distributions of property in termination 
of a part or all of the business of a corporation in exchange for stock 
where the distribution does not otherwise qualify as a complete or 
partial liquidation under section 336. In such case the amount dis- 
tributed would be treated, in accordance with subsection (b), as a 
distribution of property under section 301 and would be taxable as a 
dividend (in accordance with sec. 301 (b) (1) and sec. 310 (a)) to the 
extent of the earnings and profits of the corporation. Amounts 
distributed im excess of the earaings and profits of the corporation 
would first be applied in reduction of basis and thereafter be taxable 
as provided iu paragraph (3) of section 301 (b). 

Subsection (c) makes clear that the rules of attribution of ownership 
provided in section 311 will be applicable in determining ownership of 
stock for the purpose of section 302. Paragraph (1) of subsection (a) 
provides for applicability of section 311 in determining ownership 
under section 311. Thus for example, if a husband and wife each 
owns nonparticipating stock of a corporation and 0.5 percent of the 
participating stock of such corporation, a redemption of the nonpar- 
ticipating stock from either the husband or wife would not qualify for 
capital-gain treatment under paragraph (5) of subsection (a). Al- 
though viewed separately, the husband and the wife each own less than 
1 percent of the participating stock, through operation of subsection (a) 
of section 311, the wife’s ownership would be attributed to the husband, 
or the husband’s ownership would be attributed to the wife so that 
either redeeming party would own, for the purpose of paragraph (3) 
of subsection (a) 1 percent of the participating stock. The remaining 
subsections of 311 will be similarly applicable. 

Paragraph (2) of subsection (c) provides special rules for application 
of section 311 (a) applicable solely to a distribution in redemption 
in termination of a shareholder’s interest otherwise qualifying under 
paragraph (3) of subsection (a). It is intended by paragraph (2) and 
(3) to clarify the consequences of a complete redemption of a share- 
holder’s interest where family ownership obtains so that the admin‘s- 
ration of this problem presently uncertain under section 115 (g) (1) 
of existing law may be definitive. 

Subparagraph (A) of paragraph (2) provides that the rules of family 
attribution under section 311 (a) shall not be applicable if immediately 
thereafter the distributee has no interest in the corporation (including 
an interest as an officer, director, or employee but not including an 
interest as a creditor) and under subparagraph (B) of paragraph (2) 
such distributee does not acquire any such interest in a corporation 
within 10 vears from the date of the distribution in redemption. For 
example, if a husband and wife each own 50 percent of the shares of 
the participating stock of a corporation, a redemption from the 
husband, who thereafter has no interest in the corporation as an 
officer, director, or employee will be treated as a distribution qualifying 
under paragraph (3) of subsection (a) as in termination of the interest 
in the corporation of the husband, if the husband does not acquire any 
of such interest in the corporation (including the interest of a share- 
holder) within 10 years from the date of such distribution. Para- 
graph (2) also provides, however, that in any case in which the dis- 
tributee acquires an interest in a corporation in less than 10 years 
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from the date of such distribution, the amount of tax attributable to 
the inclusion in income pursuant to section 301 of the amount of such 
distribution shall be assessed and collected notwithstanding any 
statutes of limitations or other rule of law. Thus, if in the preceding 
example, the husband were to become an officer of the corporation 9) 
years after receiving the proceeds of redemption, the amount of tax 
for which the husband would have been liable in the year of redemp- 
tion shall be assessed and collected with respect to such year (under 
sec. 301) although the statute of limitations may otherwise bar asses 
ment or collection deficiencies in the return of the husband for su h 
year. Determination of the tax attributable to the inclusion in income 
for the year of redemption shall be made without regard to other 
erroneous omissions from or inclusions in income for such yea: 
However, it is intended that credit shall be allowed for any tax paid 
as a capital gain tax on the original transaction. 

Paragraph (3) of subsection (c) provides an exception to the r 
of paragraph (2) so that in any case in which paragraph (3) is a 
ble, paragraph (2) becomes inapplicable and the rules of family 
attribution under section 311 (a) will accordingly apply. 

Subparagraph (A) of paragraph (3) provides in effect that secti 
311 (a) will be applicable if any of the stock redeemed otherwis 
in termination of the sharcholder’s interest under paragraph (3) of 
subsection (a) was received as a gift within 10 years prior to the dat 
gift of the stock of the corporation within 10 years prior to the date of 
of the distribution in redemption. For example, if in 1954 a husband 
makes a gift of one half of his stock in a corporation to his wife (re- 
taining the other half), and in 1957 such stock is redeemed from the 
wife, the distribution in redemption would not qualify as a termination 
of the wife’s interest under paragraph (3) of subsection (a). 

Subparagraph (B) provides for nonapplicability of paragraph (2) of 
subsection (c) and consequent applicability of the rules of family 
attribution under section 311 (a) where the distributee has made a 
gift of stock of the corporation within 10 years prior to the date of 
distribution. Thus, if in the preceding example the stock of the hus- 
band was redeemed in 1956, such redemption, by virtue of the prior 
gift. to the wife in 1954 would not qualify under paragraph (3) of sub- 
section (a). 

Paragraph (3) also provides that the rules of such subparagraplis 
(A) and (B) will be inapplicable where the transaction did not have 
as one of its principal purposes the avoidance of tax. Thus, if it is 
established that the gifts in either of the preceding examples unde 
paragr aph (3) was made for bona fide business reasons and that the 
avoidance of income tax was not one of the pirncipal purposes, thie 
rules of paragraph (3) will not be applicable and the transaction will 
be governed in accordance with paragraph (2) of subsection (c). 

Subsection (d) of section 302 provides an exception to the entire 
treatment under section 302 in the case of redemptions of stock o! 
certain inactive corporations. The definition of the term ‘inactive 
corporation’”’ and the rules relating thereto are set forth in section 353. 
Section 303. Distributions in redemption of stock to pay death taxes 

Section 303 of the bill is derived from, and is similar in function and 

urpose to section 115 (g) (3) of the 1939 Code. Your committee 


as, however, under section 303, expanded and liberalized the appli- 
cation of the principle intended to be served through section 115 
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(3). While section 303 operates by its own terms to provide under 
prescribed circumstances for treatment of a redemption of stock as a 
distribution in full or part payment for such stock, the specific areas 
in which section 303 is applicable are set forth in other provisions of 
subchapter C, Thus, section 303 is made specifically applicable under 
section 302 (a) (6) (relating to redemptions generally), under section 
309 (a) (5) providing an exception to imposition of the transfer tax 
provided by section 309 and in section 353 (b) relating to disposition 
of stock of an “inactive corporation.” 

Section 115 (g) (8) 6f the 1939 Code provides for nonapplicability 
of section 115 (g) (1) of such code with respect to such part of any 

mount distributed in redemption of stock the value of which is 
included in determining the value of the gross estate of a decedent, 
if the distribution is made after the death of the decedent and within 
the period of limitations for assessment of the estate tax or within 
9) days thereafter. Moreover, the benefits of section 115 (g) (3) 
are limited to amounts which are not in excess of the estate, inheri- 
tance, legacy, and succession taxes (including any interest collected 
as a part of such taxes) imposed because of the decedent’s death. 
It is additionally provided in section 115 (g) (3) that the section does 
not become applicable except with respect to stock the value of 
which for estate tax purposes comprises more than 35 percent of the 
value of the gross estate of the decedent. As originally enacted by 
the Revenue Act of 1950, the percentile requirements respecting stock 
subject to section 115 (g) (3) were limited to stock the value of which 
comprised more than 50 percent of the value of the net estate. 

Subsection (a) of section 303 sets forth the general rule of applica- 
bility of this section by providing that a distribution of property 
by a corporation to a shareholder in redemption of all or a part of his 
participating or nonparticipating stock, the value of which is included 
in determining the gross estate of a deceased in accordance with 
part IIL of chapter 11 (see. 2031 and following) shall, subject to the 
limitations set forth in paragraphs (1) and (2) of subsection (a), and 
in subsection (b) be treated as a distribution in full or part payment 
for the stock, 

Paragraph (1) ot subsection (a) provides that the amount dis- 
tributed in redemption subject to section 303 may not exceed the sum 
of the estate, inheritance, legacy and succession taxes (including 
any interest collected as a part of such taxes) imposed because of 
such decedent’s death. ‘This provision corresponds to section 115 
(g) (3) of existing law. 

Paragraph (2), a new provision, permits application of section 
303 to amounts distributed, - excess of death taxes and interest 
permitted under paragraph (1), to the extent of the amount of the 
funeral and administration expenses ge able as deductions to os 

tate under section 2053 (a) (1) and (2) (or under sec. 2106 (a) (1) in 
the case of an estate of a cca, nonresident, not a citizen of the 
United States). 

Subsection (b) sets forth additional limitations upon the appli- 
cability of subsection (a). 

Under paragraph (1) of subsection (b) it is made clear, as is pro- 
vided under existing law, that subsection (a) shall apply only to 
amounts which are distributed after the death of the decedent. 

Under subparagraph (A) of paragraph (1) it is provided that 
the amount — must be distributed within the period of the 
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limitation of the assessment of the estate tax provided in section 6501 
determined without the application of any other section or within 90 
days after the expiration of such period. ‘This subparagraph in 
effect requires that the period within which the distribution jn 
redemption must be made may not exceed (subject to the provisions 
of subparagraph (B)) 3 years and 90 days from the filing of t 
estate tax return irrespective of any other period which would other- 
wise operate to extend the period of limitation. 

Subparagraph (B) operates to extend the period provided und 
subparagraph (A) if a petition for redetermination of a deficiency 
such an estate tax has been filed with the Tax Court within the ti 
prescribed in section 6213 to any time before the expiration of 60 d 
after the decision of the Tax Court becomes final. Subparagraph (8 
has reference solely to bona fide contests in the Tax Court. This 
subparagraph is not intended to apply in the case of a petition fo: 
redetermination of a deficiency which is a sham or frivolously initi: 
solely for the purpose of extending the period within which section 
303 would otherwise be applicable, 

Paragraph (2) of subsection (b) represents an expansion of existi 
law by incorporating "nder subparagraph (A) the percentile limitat 
section 115 (g) (3) enacted as a part of the Revenue Act of 1951 (35 
percent of the gross estate) and in subparagraph (B) incorporating 
the original percentile limitation enacted as part of the Revenue A 
of 1950 (50 percent of the net estate). ‘Thus, stock of a corporation 
will qualify for treatment under section 303 either if the value of 
stock for estate tax purposes comprises more than 35 percent of 
value of the gross estate of such decedent, or if such value compris 
more than 50 percent of the net estate of such decedent. 

Paragraph (2) of subsection (b) is a new provision also expanding 
the area of the operation of section 303 by permitting, in certain in- 
stances, stock of two or more corporations to qualify as one corpora- 
tion for the purposes of computing the percentile requirement under 
subparagraphs (A) and (B). Thus, stock of two or more corporations 
shall be treated as a stock of a single corporation for purpose of sub- 
paragraphs (A) and (B), to the extent that (with respect to each of such 
corporations) more than 75 percent in value of the outstanding stoc! 
is includible in the gross estate. For example, if the estate of deceden 
X presents the following facts: 


\ 
t 
\ 


Gross estate . $1, 500, 000 
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Corporation B and C, but not corporation A, would for the purposes 
of section 303 be treated as stock of a single corporation. In con- 
sequence, a redemption of the stock of corporation A would not 
qualify with respect to the percentile requirements of section 
303 (b) (2) (A) or (B) since the value of stock of corporation A 
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ina in the gross estate is less than 35 percent of the gross 

tate ($525,000) and also less than 50 percent of the net estate 
($375,000). In the case of corporations B and C, a redemption of the 
tock of either would qualify under section 303 (b) (2) (A) since the 
value of both corporations treated.as a single corporation includible in 
the gross estate ($550,000) exceeds 35 percent of the gross estate 

525,000) and also since such value exceeds 50 percent of the net 
estate ($375,000). 


ction 804. Redemption through use of related corporations 

Section 304 of the bill incorporates into the bill the substance of 
section 115 (g) (2) of existing law. In addition the area of operation 
of the prine iple of section 115 (g) @) is expanded to include cases of 
so-called class B affiliations. In each of the instances specified, 
purchases of the stock of one corpor ation by another are treated 
under section 304 as if the purchssing company had redeemed its 
own stock directly from its sharehol lers. 

Subsection (a) sets forth the general rule of the section by providing 
that in any case in which one or more individuals who are in control 
of two or more corporations sell the stock of one of the corporations 
to another of such corporations the proceeds of such sale shall be 
considered to be an amount distributed in redemption of the stock 
of the corporation which purchased the stock. This redemption is 
subject to the rules of section 302 (a) (4) (relating to substantially 
disproportionate redemptions) and section 301 (relating to distribu- 
tions of securities and property). Publicly held corporations (as 
defined in sec. 360 (d)) are exempted from the application of this 
section. 

Under the principles of subsection (a), if an individual controls both 
corporations A and B a sale to corporation B of the stock such indi- 
vidual owns in corporation A will be treated as if corporation B had 
redeemed its own stock from such individual. The tax treatment of 
the proceeds received by the individual is accordingly dependent upon 
the application of section 302 (a) (4) and section 301 relating to 
treating distributions in redemption of stock. However, the other 
paragraphs of section 302 (a) are not applicable. 

Subsection (b) of section 304 sets forth a series of special rules for 
determination and application of subsection (a). The determination 
of whether the proceeds of a sale treated as a redemption under sub- 
section (a) constitute a “substantially disproportionate” redemption 
within the meaning of section 302 (a) (4) is made by reference only to 
the percentage of ownership of the outstanding participating stock of 
the corporation the stock of which was sold. 

The determination of whether a sale, treated as a redemption under 
subsection (a), is out of earnings and profits for the purpose of section 
S11 (a) and section 301 (b) (1) (relating to dividends) shall be made 
solely by reference to the earnings and profits of the purchasing cor- 
poration. Whenever the circumstances require that the receipt of any 
part of the purchase price by any shareholder be treated as a dividend, 
the purchasing cor poration ‘shall to that extent be considered to have 

received the stock it purchased as a contribution to capital and the 
shareholder shall be considered to have made a contribution to capital. 

Subsection (b) of section 304 further provides that control as 
required in subsection (a) shall be considered to be present if one or 
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more individuals own, directly or indirectly, 50 percent of the com- 
bined voting power of all classes of voting stock of the corporation 
or 50 percent of the total value of all classes of stock. The determina- 
tion of whether the requisite control exists is to be made immediately 
before the sale in question and the loss of control as a result of the 
sale is not relevant for the purposes of this requirement. 

The problem treated under section 115 (g) (2) of existing law of the 
redemption of stock of a corporation by a sale thereof to its subsidiary 
is covered in subsection (b) by the provision that if any one or more 
individuals control a corporation which in turn controls (that is, 
owns a minimum of 50 percent of the voting power or value of all 
stock) another corporation, such individual shall be considered to 
control such other corporation. Thus, in the parent-subsidiary situa- 
tion, a corporation, if 50 percent owned by another corporation, would 
be considered to be controlled by anyone who controlled the parent. 

Subsection (b) contains a provision to prevent avoidance of this 
section by more than one redemption by individuals who, con- 
sidered separately, are not in control but who, when aggregated, 
are. In such cases the redemptions, if made pursuant to a plan, will 
be considered together for the purposes of this section. For example, 
if A owns 30 percent of the outstanding participating stocks of corpo- 
rations X and Y and B owns 30 percent of the outstanding par- 
ticipating stocks of corporations X and Y, a sale by A of, for example, 
any of his shares in X to Y, since he himself is not in control of both 
X and Y, would not be a redemption under this section. If, however, 
in accordance with a plan, B later sells some of his shares in X corpora- 
tion to Y corporation, the two transactions would be viewed as one 
for the purpose of this section, and the sales would be treated as 
redemptions. 

In the determination of whether an individual or individuals are in 
control of any corporation, subsection (c) provides that the attribution 
of ownership rules of section 311 shall be applicable. However, for 
the purpose of determining whether any sale within the provisions of 
this section results in a substantially disproportionate redemption 
within the meaning of section 302 (a) (4), a special rule is provided. 
It considers any individual as owning a percentage of the stock owned 
by the purchasing corporation equal to the percentage of the out- 
standing participating stock owned by him in such corporation. For 
example, if A owns 60 of the 100 shares of outstanding participating 
stock of X corporation and 60 of the 100 shares of outstanding par- 
ticipating stock of Y corporation and sells 30 of his shares in X cor- 
poration to Y corporation, this sale would be within the provisions of 
this section and would be treated as a redemption by Y corporation 
of its stock. If Y corporation has sufficient earnings and profits to 
cover the distribution it would be considered a dividend (and the stock 
purchased a contribution to capital) unless the distribution is deter- 
mined substantially disproportionate. In making this determination, 
we are concerned with any change in A’s ownership of participating 
stock of X corporation. A owns 30 shares of X’s participating stock 
after the sale and through his 60 percent ownership of Y corporation 
also owns 60 percent of the 30 shares of X corporation stock now 
owned by Y, or 18 shares. This total of 48 shares is 80 percent of 
the 60 percent owned by A before the redemption. Therefore, the 
redemption is a dividend (if sufficient earnings and profits are avail- 
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able) since the substantially disproportionate requirement of section 
302 (a) (4) that the shareholder ‘owns a percentage of fair market 
value of participating stock of the corporation which is less than 80 
percent of fair market value of such stock owned prior to such dis- 
iribution” has not been met. 


Section 805. Distribution of stocks and stock rights— Treatment of dis- 
tributee 

Section 305 of the bill provides the basic rule for tax treatment to 
a shareholder receiving a distribution of stock or stock ens from a 
corporation, The scope of this section is intended to be broad, cover- 

x distributions at the shareholder level of stock dividends, stock 

ights, and stock distributions in connection with a recapitalization 
of the corporation or (whether or not in exchange for other stoc x), 
in connection with a cor porate acquisition of property or stock, ¢ 
statutory merger or consolidation, or a corporate separation. Par: - 
leling in approach section 301 providing the basic rule for distribution 
of securities, money, or property other than mone vy, section 305, in 
effect, places in one sec 9 the rules governing stock distributions 
uniaen sections 112 (b) (2), 112 (b) (3), 112 (b) (11), and 115 (f) of 
the 1939 Code. This bata Ee not treat distributions of stock 
issued in connection with a transfer of property to a controlled 
corporation within the meaning of section 351. 

The general rule of section 305, set forth in subsection (a), provides 
that except where the distribution is in lieu of money, no amount shall 
be includible in inccme and no gain or loss shall be recognized upon the 
receipt by a shareholder from a corporation, of its stocks, or stock 
rights which are issued with respect to the stock held by such share- 
holder. Your committee intends through subsection (a) to encompass 
the tax treatment of stock dividends, stock distributions issued in 
connection with a recapitalization of the corporate financial structure, 
stock rights issued in any connection, and stock distributions issued 
in connection with statutory mergers or consolidations, corporate 
acquisitions of stock or property, and corporate separations. Al- 
though as respect to stock dividends, section 305 in its function corre- 
sponds to a large degree to section 115 (f) of the 1939 Code, the rule 

of section 115 (f) (1) of existing law is changed under section 305 to 
eliminate (with exceptions provided in subsection (c)) shareholder 
taxation upon the receipt of stock or stock rights aad thus to defer 
tax until such time as the shareholder either disposes of the stock or 
receives security or property distributions in redemption of such stock. 
In this respect, the problems involved in the line of court decisions 

ch as Koshland v. Helvering, 298 U. S. 441; Helvering v. Gowran, 
3802 U.S. 238; Wiegand v. Commissioner, 194 F. 2d 479, ete., wherein 
' the taxability of a stock distribution is dependent upon whether the 
proportionate interest of the shareholder in the corporation has been 
altered is eliminated. Moreover, since this rule of subsection (a) is 
equally applicable to distributions of rights to acquire stock, precise 

reatment in this area, not presently included in the 1939 Code, is 

provided in the bill. 

Where mention is made of an issuance or a distribution “with 
respect to stock” in this section and throughout subchapter C, such 
phrase means the issuance or distribution to a holder of such stock by 
reason of his rights as a holder of such stock regardless of whether-any 
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of his stock is redeemed, surrendered, or exchanged in connection with 
such issuance or distribution. 

Subsection (a) similarly applies in the ease of stock distributions 
issued in connection with the recapitalization of the corporate financia| 
ucture. In this respect, subsection (a) relates to section 112 
(1) (E) of the 1939 Code relating to treatment of stock distributio 
constituting a recapitalization. However, the concept of a “reorg: 
ization’? under section 112 (g) (1) of existing law is not requisite und 
section 305. To the extent that section 112 (b) (2) of the 1939 (‘o 
— have been applicable to exchanges between individuals, it 

ibolished. 

Applicability of subsection (a) to distributions of stock or stoc! 
rights made in connection : ith corporate acquisitions and corpo) 
separations is made clear by references to section 305 contained in 
sections 352 and 353. Although section 305, in this respect, cor- 
responds in funetion to sections 112 (b) (8) and (11) of existing la 
the treatment of the receipt of stock in such eases is integrated une 
sectio n 305 with the treatment of stock distributions generally. Thu 
if such a distribution qualifies as a statutory merger or consolidation 
selene’ to in section 355 (b), a& corporate acquisition of stock ¢ 
property referred to in section 355 (a) or a distribution of stock of 
controlled corporation referred to in section 353 the tax treatment to 
the stockhol ler of such stock distribution is governed by section 305 
as if the stock distributed were the stock of the distributing corpora- 
tion. In consequence, no tax (except where subsection (c) is appli- 
cable) will result from the distribution. In this respect also tl! 
specific requirement of an exchange under section 112 (b) (3) of 
existing law has been eliminated by your committee. 

Subsection (b) of section 305 specifically expresses the rule that no 
cain or loss shall be recognized to a holder of securities when securities 
of a corporation are transferred solely in exchange for stock of such 
corporation. Although the general rule of subsection (a) would 
literally apply to such a transaction, your committee intends by this 
subsection to give clear statutory sanction to such a ‘“downgradin 
of the corporate financial structuré. 

Subsection (ce) of section 305 which corresponds in part to section 
115 (f) (2) of existing law provides an exception to the rule of sub- 
section (a). Under paragraph (1) of subsection (c) a distribution of 
stock or rights to acquire stock is treated as a distribution in lieu of 
money (and therefore taxable to the extent provided in paragraph 
(2) of subsection (c)), if the distribution is made in discharge of 
preference dividends on nonparticipating stock, currently owing, or in 
arrears, or if an option is held by a shareholder whereby a distribu- 
tion is payable either in stock (including rights to acquire stock) or 
in property. 

Subparagraph (C) of paragraph (1) is a new provision under which 


a distribution of nonparticipating stock made by a foreign corpora-., 


tion is treated as in lieu of money unless it has been established to 
the satisfaction of the Secretary or his delegate that the transaction 
was not in pursuance of a plan having as one of its principal purposes 
the avoidance of the transfer tax imposed by section 309. This pro- 
vision is necessary in order to prevent the avoidance of the transfer 
tax through the use of a foreign corporation. When the approval of 
the Secretary to a plan is requested, the Secretary or his delegate 
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may, of course, condition such approval on the posting of a bond when 
this seems necessary in order to prevent tax avoidance. 

Paragraph (2) of subsection (c) provides that a distribution in dis- 
charge of preference dividends or a distribution to which subparagraph 
C is applicable shall be treated as a distribution of money (for the 
purpose of section 301) to the extent of the fair market value of the 
stock distributed. Paragraph (2) also provides that if a distribution 
is subject to an option under subsection (c) (1) (B) but not subsections 
(ce) (1) (A) or (ce) (1) (C) of section 305, such distribution shall be 
treated as a distribution of money to the extent of the fair market 
value of the property subject to the option. If the property subject 
to the option constitutes cash or property encumbered by a liability 
the fair market value of such property shall be reduced under this 
section by the amount of the liability. 


Section 808. Distributions, securities, and property in connection with 
certain transactions 

Section 306 of the bill relates to section 112 (c) and (e) of the 
1939 Code providing rules with respect to the distribution of prop- 
erty as “boot” in connection with a “reorganization” under such 
code, and also to that portion of section 112 (b) (3) involving ex- 
changes of securities. While your committee intends in section 306 
to provide rules respecting boot distributions made incident to cor- 
porate readjustments, section 306 has a broader purpose. Under 
this section, your committee intends to correlate the tax treatment 
of boot distributions with the tax treatment of property distribu- 
tions generally so that substantially parallel tax consequences will 
result. In addition, your committee intends to provide definitive 
rules respecting the treatment of securities distributed in connection 
with such transactions, whether such securities are received in ex- 
change for other securities, whether such securities are distributed to 
persons who are solely security holders or to persons who are share- 
holders as well as security holders prior to the transaction, in order to 
produce appropriate tax consequences in each instance. 

Section 306 does not apply to boot distributions made in connection 
with the organization of a corporation. Specific rules in this respect 
are set forth in section 351 (b). Nor does section 306 apply to boot 
distributions made in connection with insolvency reorganizations. 
Specific rules in this respect are set forth in connection with the trans- 
actions to which such distributions relate under part IV of this sub- 
chapter. 

Subsection (a) of section 306 sets forth the general rule of the 
section that the amount of income includible by, and the recognition 
of gain or loss to, a shareholder or a security holder who receives a 
distribution of securities or property in connection with a transaction 
described in: (1) section 305 (relating to distributions of stock and 
stock rights), (2) section 352 (relating to distributions in connection 
with corporate acquisitions and statutory mergers and consolidations), 
or (3) section 353 (relating to distributions of stock and securities of 
a controlled corporation) shall be determined as set forth in subsections 
(b), (ce), and (d) of section 306. 

Subsection (b) of section 306 provides that a boot distribution of 
a or other property to a person who was a shareholder of the 
distributing corporation immediately prior to the distribution shall 
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be deemed to be made in the order prescribed by subsection (c) and 
shall be subject to the rules of paragraphs (1), (2), and (3). 

For the purpose of subsection (b), a person shall be considered as a 
shareholder of the distributing corporation immediately prior to the 
distribution if, under section 352 or under section 353 such perso: 
were so considered. 

Subsection (b) also provides that for the purposes of such subsec- 
tion, the fair market value of any securities received shall be considered 
as ‘other property.” In any case, however, in which securities are 
surrendered in the transaction, the characterization of securities as 

‘other property” is limited to any excess of the principal amount of 
securities received over the principal amount of the securities sur- 
rendered to the extent of the fair market value of such excess. By 
thus limiting taxation of securities to the fair market value of the 
amount of the excess principal amount received, a principle analogous 
to Commissioner v. Neustadt’s Trust (131 F. 2d 528 (C. C, A. 2, 1942 
is effectuated. 

The effect of the general provision relating to securities is to provide 
precise rules respecting the tax treatment of security distributions 
received. In this regard, your committee intends to clarify, under 
section 306, the tax treatment of security distributions as represented 
by such decisions as Bazely v. Commissioner (331 U.S. 737) (where 
securities were issued in connection with a recapitalization pro rata 
to the recipient’s holding of common stock under the Internal Revenue 
Code of 1939) and cases such as Penfield v. Davis (105 F. Supp. 292 
(N. D. Ala., 1952)) (where the securities were not issued pro rata) and 
related cases. The tax consequences of the receipt of securities will, 
under section 306, be determined in a manner similar to that pro- 
vided for property generally. 

Paragraphs (1), (2), and (3) of subsection (b) describe the manner 
in which distributions of money or other property are to be taxed. 

Paragraph (1) provides that in the case of a distribution of money 
or other property (including securities to the extent indicated above 
which is not substantially disproportionate within the meaning of 
section 302 (a) (4), the amount of money plus the fair market value 
of other property distributed shall be treated as provided in section 
301 relating to corporate distributions of property generally. It is 
accordingly made clear under this paragraph that the ultimate taxa- 
tion as a dividend of boot distributions issued in connection with the 
transactions described in section 306 shall be correlated with the tax 
treatment of security or property distributions generally under section 
302 and section 301. For example, X, the sole shareholder of a cor- 
poration, receives a distribution of money in connection with the 
receipt of stock of a controlled corporation. Under such circum- 
stances, since the distribution (through application of sec. 302 (a)(4)) 
does not have the effect of reducing the percentage of the fair market 

value of the participating stock of the distributing corporation which 
X owned immediately prior to the transaction, such distribution would 
not be substantially disproportionate under section 302 (a) (4). The 
money is accordingly taxable in accordance with section 301, and the 
consequent determination of whether the distribution constitutes a 
dividend will be dependent upon the application of section 301. 

It may be noted that, as respects the application of paragraph (1), 
existing law has been changed in several important respects. Thus, 
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the limitations presently involved under section 112 (c) (2) of the 
1939 Code, whereby the taxation of boot distributions as a dividend 
is limited to the shareholder’s ratable share of the earnings and profits 
of the corporation accumulated since February 28, 1913, with all of 
the attendant complexities, has been eliminated. Moreover, the 
further provision of section 112 (c) (2) limiting the amount of taxation 
as a dividend to the amount of gain recognized in the transaction also 
does not appear in paragraph (1). 

Paragraph (2) of subsection (b) has as its purpose the delineation of 
hose areas in which a ‘‘boot” distribution will be taxed as gain from the 
ile or exchange of property. Under such paragraph, it is provided 

that in the case of a distribution which is substantially disproportionate 

thin the meaning of section 302 (a) (4) or to which section 302 (a) 

5) is applicable, no loss shall be recognized and gain shall be recog- 
nized only to the extent of the amount of money and the fair market 
value of other property received. The effect of application of this 
paragraph is, as in the case of paragraph (1), to correlate the treatment 
of boot distributions with the distributions of other property in re- 
demption of stock. Thus, if the effect of the transaction is to result 
in the reduction of the percentage of the fair market value of partici- 
pating stock which the shareholder held immediately prior to the 
transaction (so that under section 302 (a) (4) such reduction qualified 
as a substantially disproportionate redemption), or was made to a 
minority shareholder under section 302 (a) (5), the boot distribution 
received will be taxed (as respects gain) at rates applicable to the 
sale or exchange of property. For example, if Y, one of several share- 
holders owning participating stock in corporation C, exchanges such 
stock for other participating stock and money in connection with 
a readjustment of the corporate financial structure of corporation 
( and the effect of such exchange is to reduce the percentage of the 
participating stock held by Y in the distributing corporation (qualify- 
ing the transaction under section 302 (a) (4)) the gain, if any, realized 
as the result of the receipt of the money would be taxed as gain from 
the sale or exchange of property. 

Paragraph (3) is intended to clarify: the application of paragraphs 
1) and (2) in determining whether a distribution under paragraphs 
1) and (2) constitutes a substantially disproportionate distribution 

within the meaning of section 302 (a) (4). Such paragraph provides 
that the determination of whether a distribution is substantially 
disproportionate within the meaning of section 302 (a) (4) shall be 
made by reference to the shareholders of the corporation in which the 
shareholder held stock immediately prior to the transaction and by 
reference to the participating stock received in the transaction (or 
held, as the case may be) by all of such shareholders. For example, 
Z owns participating stock in corporation D. Pursuant to a corporate 
acquisition of stock described in section 359 (b), all of Z’s stock in 
corporation D is acquired by corporation E in exchange for stock of 
corporation E and money. In such case, the determination of whether 
the distribution of money was substantially disproportionate shall be 
made by reference to the percentage of the participating stock held by 
4 in corporation D immediately prior to the transaction and the 
percentage of participating stock held in corporation E after the trans- 

tion determined by reference solely to the stock in corporation E 

received by all the shareholders of corporation D who received stock 
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in corporation E as a result of the transaction for stock in corpora- 
tion D. For this purpose, the amount of stock in E received by former 
shareholders of corporation D will be considered to be 100 percent, 
Thus, if Z were the sole shareholder of corporation D, such a distribu- 
tion of money would not be substantially disproportionate to Z sin: 
by reference all the other shareholders in corporation D who receiv: 
stock in corporation E as a result of the transaction (himself) the 
percentage of participating stock remains 100 percent both prior t 
and after the transaction, 

Subsection (c) of section 306 provides rules relating to the order of 
distribution of boot for the purpose of determining the extent to whi 
securities or stock held immediately prior to the transaction were re- 
deemed as a result of the transaction, 

Paragraph (1) provides that such distribution shall first be appli: 
with respect to the excess of the principal amount of any securities 
surrendered over the principal amount of any securities received, 
For example, if a shareholder held securities having a principal amount 
of $100 immediately prior to the transaction and surrendered such 
securities in the transaction, receiving in lieu thereof, securities having 
a principal amount of $75 and money in the amount of $25, such $25 
would be considered received in redemption of a security having a 
principal amount of $25. For this purpose gain would be comput 
by reference to the portion of the basis of the security surrendered 
attributable to the excess of the securities surrendered over the secu- 
rities received. Thus, if the basis of the securities surrendered in t! 
prec eding example is $80, the basis of such excess would be $20. A 
gain of $5 would be rec ognized as a result of the transaction. 

Paragraph (2) of subsection (c) provides that to the extent money 
or other property received is not within paragraph (1) such money or 
other property shall be applied with respect to the excess of the par 
or stated value or call price, whichever is greater, of nonparticipating 
stock (which would not be subject to the transfer tax provided 
section 309 if redeemed) surrendered over the par or stated value of 
such stock received. Thus, if a shareholder immediately prior to the 
transaction holds nonparticipating stock having a par, stated value 
and call price of $100, issued to him for $100 cash by the corporation, 
and holds nonparticipating stock after the transaction having a par 
and stated value of $90, any money received would be deemed, to the 
extent of $10, distributed with respect to such nonparticipating stock 
in redemption thereof. As in the case of paragraph (1) gain will | 
computed by reference to the portion of the basis of suc h nonpartii i- 
pating stock attributable to that part considered to be redeemed i 
the transaction. In this case, since the nonparticipating stock was 
issued for property, no transfer tax under section 309 (a) (3) would 
be applicable. 

Paragraph (3) applies the same rule as provided in paragraph (2) but 
with respect to the excess of par or stated value or call price, whichever 
is greater, of the nonparticipating stock (which would be subject to the 
transfer tax provided in section 309 if redeemed) surrendered over the 
par or stated value of such stock received. Paragraph (3) becomes ap- 
jlicable only after the provisions of paragraphs (1) and (2) are satisfied. 
Tn such a case any amounts deemed received in redemption will 
invoke the transfer tax under section 309. Gain would be computed 
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by reference to the portion of the basis of the nonparticipating stock 
attributable to that part of such stock considered to be surrendered. 

Paragraph (4) provides that any additional amount of money or 
a received after application of the provisions of paragraphs (1), 

or (3) shall be applied with respect to the excess of the amount of 
accrued and unpaid dividends on the nonparticipating stock surren- 
dered over any amount of such dividends on such stock received. 

Paragraph (5) provides that amounts of money or other property 
not otherwise within the provisions of paragraphs (1), (2), (3), or (4) 
shall be treated as a distribution made with respect to the participating 
stock of the shareholder held immediately prior to the transaction, 

Under tbe circumstances described in paragraphs (1), (2), (3), (4), 
or (5) the rules cf subsection (b) are applicable m the determination 
of whether the distributien is substantially disproportionate. 

It may be noted, in general, under subsection (c), that in any case 
in which stock or securities are canceled in connection with the liqui- 
dation of a corporation, such stock or securities are deemed to have 
been surrendered ia the transaction. For example, if stock is canceled 
in connection with the liquidation of a corporation, all of the property 
of which was acquired by another under sections 352 and 359 (ec), 
such stock will be deemed surrendered for the purpose of subsection (e). 

Subsection (d) of section 306 relates solely to the tax treatment of 
persons who were security holders and not shareholders of the dis- 
tributing corporation immediately prior to the transaction. Your 
committee intends in this respect to clarify existing law with respect 
to the application of the doctrine of Commissioner v. Neustadt’s Trust, 
supra. 

Subsection (d) provides that in the case of a security holder who 
held no stock in the distributing corporation immediately prior to the 
transaction, distributions of securities, money, or property other than 
money shall be treated as provided in paragraphs (1) and (2) of sub- 

ection (d). 

Pp aragraph (1) provides that no gain or loss shall be recognized upon 
the receipt of securities solely in exe change for other securities. Accord- 
ingly, no taxable event occurs as regards a person who is solely a secu- 
rity holder receiving only securities in connection with the transaction, 
It may be noted in this connection that the differences in maturity 
dates, principal amounts, or interest rates between the securities 
received and the securities surrendered is not material. 

Paragraph (2) involves the treatment of the receipt of securities, 

money, or property other than money. 

Subparagraph (A) of paragraph (2) provides that if the principal 
amount of securities received equals or exceeds the principal amount 
of securities surrendered and money or other property is received, 
there shall be included in the income of the recipient the amount of 

money and the fair market value of any other property received. For 
example, if security holder S surrenders in connection with a read- 
justment of the corporate financial structure, securities having a prin- 
cipal amount of $100 and receives in exchange bonds with a similar 
prine ipal amount plus $10 cash, the amount of such $10 is includible 
in the income of S. 

Subparagraph (B) of paragraph (2) provides rules for the treatment 
of money-or other property where the principal amount of securities 
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received is less than the principal amount of securities surrendered, 
In such case it is provided that gain or loss shall be recognized with 
respect to money or other property received in the transaction com- 
puted by reference to (i) that part of the basis of securities surrendered 
(not attributable to any stock of the distributing corporation received) 
which is attributable to the excess of the principal amount of such 
securities over the principal amount of the securities received, and 
(ii) the aggregate of the amount of money and the fair market value of 
any property other than money received. For example, security 
holder T exchanges securities having a principal amount and basis 
to him of $100 for securities having a principal amount of $75 and eash 
of $100. In such ease, gain or loss shall be computed by reference to 
the $100 received and the portion of the basis (one-fourth of $100 
or $25) attributable to the excess of the securities surrendered over 
the principal amount of the securities received. 

Subsection (e) provides a special rule in the case of distributions 
otherwise within the provisions of subsection (b) or (d) where interest 
has accrued with respect to securities held immediately prior to the 
transaction. It is required in subsection (e) that the fair market value 
of securities, property or stock received with respect to such securities 
(to the extent that such -fair market value exceeds the principal 
amount of the securities) shall be taxed as interest to the extent that 
such interest is owing, and not as otherwise provided in subsection 
(b) or (d). 

Subsection (f) provides that in determining the ownership of stock 
and securities for the purpose of section 306, the rules of section 311 
shall be applicable. ‘Thus, in determining for the purpose of sub- 
section (b) or (d) if a person is a security holder who held no stock 
in a distributing corporation, immediately prior to the distribution, 
the rules of attribution of ownership would be applicable. Accord- 
ingly, if A, the husband, owned only securities, and B, his wife, owned 
participating stock in the distributing corporation, subsection (d) 
would not be applicable to any distribution made to A. 


Section 307. Basis to shareholders and security holders in connection 
with certain transactions 

Section 307 is derived in part from sections 113 (a) (6), 113 (a) (19), 
and 113 (a) (23) of the 1939 Code. Your committee intends in 
section 307, to provide rules respecting the basis of stock (including 
rights to acquire stock), securities, or property acquired as a result 
of a stock dividend, or readjustment of the corporate financial struc- 
ture to which section 305 is applicable, a corporate acquisition of 
stock or property, a statutory merger or consolidation, a corporate 
separation or corporate organization, or in connection with certain 
receivership or bankruptcy provisions described in section 371 (b). 
In general, section 307 provides rules at the shareholder level where, 
under existing law, the basis is determined by reference to the items 
held immediately prior to the transaction, adjusted for gain or loss 
recognized and money received. 

Subsection (a) sets forth the the general rule of section 307 and pro- 
vides that except as otherwise provided in subsection (b), if stock, 
rights to acquire stock, securities, or property was acquired after 
December 31, 1953, in connection with the transaction above de- 


scribed, the basis of such stock, securities, or property shall be the 
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same as that of the property, sec urities, or stock with respect to which 

such stock, rights to acquire stock, securities, or property was re- 
ceived, adjusted as required in paragraphs (1) and (2) of subseec- 
tion (a). 

Paragraph (1) provides that the basis of the stock, securities or 
property held immediately prior to such transaction shall be decreased 
by the amount of any money received by the taxpayer in the transac- 
tion and increased in the amount of gain recognized by the taxpayer 
in such transaction. This provision is intended to correspond in 
general to the first sentence of section 113 (a) (6) of existing law, 
except that the reference in section 113 (a) (6) to recognition of loss 
has been deleted. 

Paragraph (2) of subsection (a) provides that the basis of the stock, 
securities or property held immediately prior to the transaction, after 
the adjustments provided in paragraph (1), shall be allocated among 
the stock, securities or property (other than money), if any, received 
in the transaction. This allocation shall be made in such manner as 
the Secretary or his delegate may by regulations prescribe. 

Subsection (b) of section 307 provides special rules respecting certain 
stock rights having a minimal value in relationship to the stock with 
respect to which such stock rights were distributed. Your committee 
intends in this respect to provide a simple rule which will eliminate, 
unless the recipient elects otherwise, the problems of allocation 
involved under subsection (a). 

Paragraph (1) of subsection (b) sets forth the general rule that if 
rights to acquire stock are received, and the fair market value of such 
rights is less than 15 percent of the fair market value of the stock 
with respect to which such rights were distributed, then the basis of 
such rights shall be zero, unless the taxpayer elects, as provided 
paragraph (2) of subsection (b), to determine such basis under the 
method of allocation provided in subsection (a). 

Paragraph (2) of subsection (b) sets forth rules respecting the elec- 
tion to allocate basis under subsection (a). Such paragraph provides 
that the election shall be made in the return for the taxable year in 
which the rights were received. Such election shall be irrevocable 
when made and shall be made in such manner as the Secretary or his 
delegate may by regulations prescribe. 

Subsection (c) incorporates into section 307 that portion of section 
113 (a) (6) of the 1939 Code relating to assumption of liability in 
connection with any of the transactions referred to in section 307. 
In such case, where, as part of the consideration to a taxpayer, another 
party to the exchange or transaction, assumed a liability of the tax- 
payer or acquired from the taxpayer property subject to a liability, 
such assumption or acquisition (in the amount of the liability) shall 
be considered as money received by the taxpayer upon the exchange. 
As a result of the application of this paragraph, it is intended to be 
made clear that liability (to the extent of the principal amount 
thereof) shall be considered as money and consequently under para- 
graph (1) of subsection (a) shall operate to decrease the basis. In 
this respect no change from present law is intended. 

Subsection (d) provides that for the purpose of section 307 the term 
“stock” shall mean only stock of the distributing corporation. This 
definition is incorporated for the purpose of insuring that stock of a 
corporation other than that of a distributor shall be “considered (as is 
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provided under sec tion « 312 (f)), as property. It is to be noted in this 
connec tion that stock which by reason of the application of section 352 
or 353 is considered to be stock of the distributing corporation would 
qualify as stock within the meaning of subsection (d). 


Section 808. Corporate distributions of stock, securities, and property— 
effect on corporation 

Section 308 is intended to provide statutory rules governing the 
tax consequences at the corporate level of distributions of stock, 
securities, or property to shareholders of a corporation. While this 
section has no counterpart under the 1939 Code, certain court 
decisions have been considered to hold that a corporation 

ilizes no gain or loss upon a distribution of property to its share- 
holders. This section incorporates with two exceptions furnishing 
appropriate safeguards to prevent tax avoidance. 

Subsection (a) of section 308 sets forth the general rule and provides 
(except for the provisions of subsections (b) and (c)) that no gain or 
loss shall be recognized to a corporation upon a distribution, with 
respect to its stock, of its own participating or nonparticipating stock 
(or of rights to acquire such stock) or upon such a distribution of 
securities or property. Thus, the fact that the property distributed 
has appreciated or depreciated in value over its adjusted basis to 
the distributing corporation will in no way alter the application of 
subsection (a). Your committee does not intend, through subsection 
(a), to alter existing law in the case of distribution of property, which 
has appreciated or depreciated in value, where such distributions 
are made to persons other than shareholders, or are made to share- 
holders in a capacity other than that of a shareholder. Thus a distri- 
bution of property made to a shareholder in his capacity as a creditor 
of the distributing corporation is not within the rule of subsection (a). 

Subsection (b) excepts from the rule of subsection (a) distributions 
of LIFO inventory. It is there provided that in the case of a corpora- 
tion using the LIFO method (as provided in section 22 (d)) of inven- 
tory gain shall be recognized to the distributing corporation in an 
amount equal to the excess of the amount at which such inventory 
would have been taken into account in computing income for the 
taxable year of the distribution under a method authorized under 
section 22 (c) over the amount at which such inventory would have 
been taken into account under section 22 (d). 

In the determination of the amount of gain to be recognized, the 
amount determined under section 22 (c) shall be computed by the 
use of the retail method of valuing inventory if the distributing cor- 
poration uses such method in computing its inventory under the LIFO 
method authorized under section 22 (d). In all other cases, the 
amount of gain to be recognized shall be determined by comparing 
the cost of the LIFO inventory with the lower of cost or market 
method authorized under section 22 (c). Thus, a department store 
properly using the LIFO method under section 22 (d) and valuing 
such inventory under the retail method would compute its tax upon 
the distribution of such inventory to its shareholders by reference to 
the value at which such inventory would have been included in the 
computation of its income on the basis of the retail method without 
regard to the LIFO method. 
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Subsection (c) of section 308 is concerned with another situation 
which has produced tax avoidance consequences under present law. 
There is no counterpart for subsection (c) under the 1939 Code. 
It is here provided that in any case in which property subject 
to a liability in an amount in excess of the adjusted basis of 
such property is distributed by a corporation, gain shall be recogazed 
to the distributing corporation with respect to such property measured 
by the excess of the amount of the liability over the adjusted basis. 
Thus, if property having an adjusted basis to the distributing corpora- 
tion of $100 and a fair market value of $1,000 (but subject to a liability 
of $900) is distributed to a shareholder, such distribution is taxable 
to the corporation to the extent of the excess of the liability. ($900) 
over the adjusted basis ($100) or $800. The shareholder, on the other 
hand, under section 301 (a) would be taxable on the fair market value 
of the property distributed ($1,000) less the amount of the liability 
($900) or $100. It is thus expected that appropriate tax will be im- 
posed upon the distribution through the correlation of section 308 (c) 
and 301 (a). 

Subsection (d) makes clear the relationship of section 308 to distri- 
butions in partial or complete liquidation as defined in section 336. 
Since under subsection (d), subsection (a) (but not subsection (b) or 
(c)) of section 308 is made applicable to distributions in partial or 
complete liquidation, no gain will be recognized to the distributing 
corporation upon distributions of property or stock or securities in 
connection with a partial or complete liquidation even though LIFO 
inventory or property subject to a liability in excess of its adjusted 
bas's is distributed in pursuance of the liquidation. However, if the 
distribution is otherwise in termination of a part or all of the business 
of the corporation, but does not qualify as a partial or complete 
liquidation within the meaning of section 336, the rules of subsections 
(b) and (c) will become fully applicable. 


Section 809. Corporate distributions—taz on transfers in redemption of 
nonparticipating stock 


Section 309, relating to imposition of a transfer tax upon a corpora- 
tion redeeming its nonparticipating stock under prescribed cireum- 
stances has no counterpart under the 1939 Code. While this section 
treats problems involving the so-called preferred stock bail-out, noth- 
ing contained in section 309 is to be construed as a commentary upon 
the status of existing law in this area. 

Subsection (a) of section 308 provides that there shall be imposed 
upon the transfer of securities or property by a corporation in re- 
demption of its nonparticipating stock within 10 years from the date 
of the issuance of such stock, a tax equal to 85 percent of the aggregate 
of the amount of money and the fair market value of the securities 
or property other than money so transferred. Such tax is imposed at 
the corporate level. No deduction in the computation of its income 
will be allowed to the corporation for the payment of such tax. 

Subsection (a) also sets forth the situations in which section 309 
shall not apply: 

Paragraph (1) of subsection (a) provides that the transfer tax shall 
not apply if the transfer is made as part of a partial or complete 
liquidation of the corporation within the meaning of section 336. In 
this respect, a transfer in redemption of nonparticipating stock, 
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although otherwise in termination of all or a part of the business of 
the corporation which does not qualify as a partial or complete 
liquidation, will be subject to the transfer tax and the provisions of 
paragraph (1) would not be applicable. Paragraph (1) is also not 
applicable where the distribution or transfer in redemption is pur- 
suant to a corporate acquisition of property (as defined in sec. 359 
(c)). Thus, to the extent that nonparticipating stock is redeemed 
or canceled in connection with such corporate acquisition of property 
in accordance with the provisions of section 306 (b), the fact that the 
transferor corporation is liquidated as required under section 359 
(c) (2) does not operate to absolve the transfer from the tax imposed 
by subsection (a). 

Paragraph (2) of subsection (a) provides for nonapplicability of 
the transfer tax in the case of a redemption of nonparticipating 
stock where the redemption is made from the original recipient of 
such stock, to the extent that there is redeemed as part of the 
same transaction, the amount of the participating stock with respect 
to which the nonparticipating stock was issued. Thus, if share- 
holder A who owns 100 shares of the participating stock of corpo- 
ration X received a 100 percent stock dividend in nonparticipating 
stock issued with respect to his participating shares, a redemption 
share-for-share of all or a part of the participating and nonparticipat- 
ing stock held by A will not be such as to invoke the transfer tax. On 
the other hand, if A sells both his participating and nonparticipating 
shares to B, a redemption of all or a part of the nonparticipating stock 
held by B would (unless other paragraphs of subsection (a) are 
applicable) invoke the transfer tax even though A or B redeemed 
participating shares as part of the same transaction. The transfer 
tax will similarly be invoked if nonparticipating stock is redeemed 
from shareholder A without a corresponding redemption from him of 
participating stock. 

Paragraph (3) provides that if the transfer is in redemption of 
nonparticipating stock issued for property or securities or in place of 
nonparticipating stock which was similarly issued, the transfer tax 
shall not apply to the extent that the proceeds of the redemption 
do not exceed 105 percent of the fair market value of the property or 
securities with respect to which the stock was issued. For example, 
at the time of organization of corporation C, 100 shares of nonpartic- 
ipating stock having a par value of $1,000 are issued to Z, its sole 
shareholder in return for property having a fair market value of 
$1,000 at the time of its contribution to corporation C. Five years 
later, $1,150 is distributed to Z by corporation C in redemption of all 
of the nonparticipating stock owned by him. In such case the transfer 
tax would not apply to $1,050 but would (absent applicability of 
other paragraphs of subsection (a)) apply to the $100 remainder of 
the proceeds. Accordingly, the tax imposed on corporation C at the 
time of redemption would be $85 (85 percent of $100). A similar 
result would follow, if, in the preceding example, there had occurred 
a recapitalization of corporation C (involving an exchange of the 
nonparticipating stock issued for property for new nonparticipating 
stock). In such case, the new shares of nonparticipating stock of Z, 
while not the shares originally issued, took the place of such shares 
and their redemption would not operate to invoke the transfer tax 
with respect to the first $1,050 transferred. 
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Paragraph (4) of subsection (a) exonerates from the transfer tax 
distributions in redemption to which section 302 (b) is applicable. 
As a result of application of this paragraph it is made clear that a 
distribution in redemption of nonpartic ipating stock will not be 
subject to tax at the corporate level under section 309, while at the 
same time be subject to tax at the shareholder level as a distribution 
of property under section 301. Paragraph (4) will be applicable even 
though a distribution is not taxed as a tlivide nd under section 301 
(b) (1) but is treated as a ae tae applied against basis under 
301 (b) (2) or section 302 (b) (3). For example: A, owning all of the 
participating stock of corporation X receives a 100-percent dividend 
in nonparticipating stock of such corporation and sells all of his stock 
to B. In such case a redemption from B of nonparticipating stock 
and of a corresponding amount of participating stock as part of the 
same transaction would not qualify under section 309 (a) (2) (B not 
being the original recipient of the nonparticipating stock), would be 

taxable to B under section 302 (b) and section 301, and therefore 
the transfer would be exonerated from the transfer tax by reason of 
paragraph (4). 

Paragraph (5) of subsection (a) insures that the transfer tax will 
not apply in any case in which the redemption qualifies under section 
303 relating to distributions in redemption of stock to pay death taxes. 

Subsection (b) of section 309 provides that in the case of a distribu- 
tion of stock pursuant to a corporate acquisition of property or stock 
under section 352 or as part of the distribution of the stock of a 
corporation controlled by the transferor under section 353 the stock 
so distributed, for*the purpose of determining the applicability of 
the transfer tax: (1) Shall have the same holding period as the 
stock, if any, surrendered for such stock; (2) shall be characterized, 
either as subject to the transfer tax or as not subject to such tax (b 
reason of the application of paragraph (3) of subsection (a) in uate 
ance with the characterization of stock surrendered for such stock, 
and (3) shall not operate to invoke the imposition of the transfer tax. 

For example: In a corporate acquisition of property to which 
section 352 is applicable a shareholder owning nonparticipating stock 
of the transferor corporation (issued as a dividend) receives new non- 
participating stock of the acquiring corporation as part of the trans- 
action. The nonparticipating stock of the transferor is retired pur- 
suant to the liquidation of the transferor under section 359 (c) (2). 
In such case section 309 (b) makes clear that the holding period of the 
new nonparticipating stock shall be the same as the stock held im- 
mediately prior to the transaction, and that such stock will be subject 
to the transfer tax as if it had been issued on the date of the non- 
participating stock held immediately prior to the transaction. How- 
ever, the receipt of the new nonparticipating stock under the circum- 
stances outlined in lieu of the old nonparticipating stock does not 
constitute a redemption of such stock, and accordingly, the transfer 
tax under section 309 would not be invoked. 

Subsection (c) of section 309 determines the date of issuance of non- 
participating stock for the purpose of application of the transfer tax. 
For this purpose, nonparticipating stock shall be deemed issued on 
the date of issuance of such stock or on January 1, 1954, whichever 
date is later. Thus, nonparticipating stock issued ‘by a corporation 
in 1949 will be deemed issued for the purpose of section 309 on January 
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1, 1954. In this respect, the term “‘nonparticipating stock” (as dpe. 
fined in sec, 312 (d)) will be applicable, as of January 1, 1954, in deter. 
mining the nature of the stock issued in 1949. Stock will be deemed 
issued although prior to its distribution to shareholders it had beep 


held as treasury stock, 


Section 310. Corporate distributions of stock, securities, and property~ 
effect on earnings and profits 

Section 309 specifies some, but not all, of the adjustments to earnings 
and profits under the circumstances resulting from the corporate 
distributions described. In the areas not specifically treated under 
section 310, existing law will obtain in the determination of the 
appropriate adjustments to earnings and profits under varying 
circumstances. For example, your committee anticipates that the 
computation of earnings and profits will be made in accordance wit) 
the method of accounting employed by the taxpayer. 

Subsection (a) relates to the effect upon earnings and profits of a 
corporate distribution of securities or property. This subsection 
provides that upon a distribution of securities or property by a cor- 
poration the earnings and profits, to the extent thereof, shall be 
decreased by the amount of money, principal amount of securities, 
and the adjusted basis of property distributed less, to the extent of 
such adjusted basis, the amount of any indebtedness to which the 
property is subject. In this respect, existing law is clarified by sub- 
section (a) to provide in effect for reduction of earnings and profits by 
the “‘investment”’ of the corporation in the property, 1. e., its adjusted 
basis to the distributor. This rule is applicable whether the property 
has appreciated or depreciated in value at the time of the distribution, 
If, for example, property having an adjusted basis in the hands of the 
distributing corporation of $100 and a fair market value of $90 is 
distributed to a shareholder as a distribution in kind, the appropriate 
adjustment to earnings and profits under subsection (a) is $100. A 
similar result would follow although, at the time of the distribution, 
the fair market value was $150. In either case, the determination of 
the amount of earnings and profits, for the purpose of ascertaining the 
extent to which such distribution would constitute a dividend under 
section 301 and section 312 (a) shall be made by reference to the 
fair market value of the property received by the shareholder and the 
earnings and profits of the corporation at the time of the distribution. 
Thus, in the preceding example, if the fair market value of property 
at the time of distribution was $150, and the earnings and profits of 
the distributing corporation, immediately prior to the distribution 
were $120, the amount taxable as a dividend under section 301 and 
312 (a) would be $120. (If the recipient were a corporation, the 
amount of the dividend would be only $100.) The remainder of the 
distribution would be applied against basis under section 301 (b) (2). 
The earnings and profits of the distributor immediately after the 
distribution would be $20 ($120 minus $100, the adjusted basis of the 
property). 

In any case in which the property distributed is subject to a liability, 
the amount of the adjustment is reduced by the amount of the liability 
to which such property is subject. This adjustment is limited, 
however, to the extent of the adjusted basis of the property. Thus, 
if the property distributed has an adjusted basis to the corporation of 
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100 and is subject to a liability of $150 the appropriate adjustment to 
earnings and profits is zero. In such case it would be observed that 
under section 308 (c) gain would be recognized to the extent of $50 
at the time of the distribution (the excess of the liability over the 
adjusted basis of the property). If, however, the amount of the lia- 
bility were $75, the appropriate adjustment to earnings and profits as 
sult of the distribution would be $25. 
Subsection (b) provides for the earnings and profits account of a cor- 
poration distributing “inventory assets” as defined in section 336 (d), 
No statutory rule respecting this problem is provided under the 
} Code. ‘The rule of this subsection relates only to distributions 
nventory assets which have appreciated in value at the time of the 
ribution. In such ease, the earnings and profits of the distributing 
oration shall be increased by the amount of the excess of the fair 
t value of the inventory assets over the adjusted basis of such 
assets and simultaneously, at the time of distribution, shall be de- 
creased (to the extent of such earnings and profits) by the fair market 
of the inventory distributed less the amount of any indebtedness 
hich such inventory assets may be subject. The effect of this 
anner of treatment is to insure that earnings and profits will reflect 
he appreciation in value for the purpose of determining the amount 
xable to the shareholder under section 301 (b). For example, if a 
corporation distributes inventory assets which have an adjusted basis 
of $1,000 and a fair market value of $10,000 but which are subject to a 
liability of $5,000, under section 308 (c), the adjusted basis of the assets 
would be increased by $4,000 (the excess of the liability over the ad- 
justed basis), and the earnings and profits would be increased by such 
$4,000 and by an additional $5,000 (the excess of the fair market value 
over adjusted basis). After the distribution, the earnings and pofits 
would be reduced by $5,000, the fair market value of the assets less the 
liability to which they are subject. 
The treatment of indebtedness under subsection (b) is consistent 
ith the treatment of indebtedness provided under subsection (a). 
‘hus, the amount of the decrease in the earnings and profits (by 
reason of the fact that the inventory assets distributed. may be sub- 
ject to an indebtedness) is reduced by the amount of such indebtedness 
but only to the extent of the amount of earnings and profits. In 
order for the rule respecting indebtedness to be applicable it is neces- 
sary that the inventory assets be subject specifically to a liability as 
distinguished from a general claim against the corporation. 
Subsection (c), also an entirely new provision, articulates rules re- 
lating to the effect upon the distributing corporation of (1) a distribu- 
tion in partial liquidation (2) transfers in corporate separations and 
(3) certain redemptions of stock. Thus, upon the distribution by a 
corporation of securities or property in partial liquidation (as defined 
in sec. 336 (a)) in a corporate separation (as defined in sec. 360 (c)) 
or upon a redemption of stock (other than of nonparticipating 
stock issued for property) which is treated as a distribution in full or 
part payment for such stock under section 302 (a), the earnings and 
profits of the distributing corporation shall be decreased by an amount 
which bears the same ratio to the earnings and profits immediately 
prior to the transaction which the adjusted basis of the assets (plus 
the amount of money and the principal amount of securities, if any) 
distributed bears to the adjusted basis of the total assets immediately 
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prior to the distribution. For example, if in one of the distributions 
noted above one-half of the adjusted basis of the assets of the corpora. 
tion are distributed, the earnings and profits of the distributor wi id 
be reduced by one- half of the amount of earnings and profits existing 
prior to the distribution. While it is to be noted that subsection (c) 
provides no rules respecting the amount of earnings and profits which 
are carried to a rec ipie nt corporation, your committee does not intend 
a result, under existing law, which will produce more earnings ani 
profits in existence immediately after the transaction, than w 
existence immediately prior to the transaction. 

Subsection (d) derived from section 115 of the Internal Revenye 
Code of 1939 enunciates rules respecting the effect upon earnings and 
profits of a distribution of stock or stock rights. In such case a cor- 
poration distributing its participating or nonparticipating stock or 
rights to acquire such stock shall not decrease its earnings and profits, 
except to the extent that such distribution is includible in the income 
of the distributee under the law applicable to the taxable year in whi: ch 
such distribution was made. Thus, a stock dividend taxable under 
the Internal Revenue Code of 1939 shall for the purpose of compu 
tion of earnings and profits for a taxable year beginning after December 

1953, be reduced by the amount by which such distribution was 
taxable. Similarly a distribution of stock, taxable as a distribution 
in lieu of money under section 305 (c) would reduce earnings and 
profits by the amount so taxable. 


dul 


Subsection (e) is a restatement of section 115 (1) of the patern y 
Revenue Code of 1939, subsection (f) is a restatement of section 
115 (m) of such code of 1939, and subsection (g) is a restatem. nt of 


section 394 (e) of such code. 
Section 311. Attribution of ownership 

Section 311 articulates the circumstances under which ownership 
of stock by one person shall for the purpose of the sections to which 
section 311 is specifically made applicable be attributed to such other 
person. The sections to which section 311 are applicable are the 
following: 302, 304, 357, 359 (a), and such others as may be specifically 
referred to in subchapter C, 

While statutory rules for constructive attribution of ownership are 
provided under existing law in certain areas, such as in section 24 (b) 


of the 1939 Code (relating to disallowance of losses in certain sales 
and exchanges) and in section 503 of such code (relating to personal 


holding companies) no specific statutory guidance is at present pro- 
vided for stock ownership in the area of corporate distributions and 
adjustments. As a result the administration of provision sucli as 
section 115 (g) (1) of existing law has become clouded with uncer- 
tainty by reason of executive application of rules of attribution of 
ownership. Your committee intends, through section 311, to remove 
these uncertainties by providing in the bill precise rules for attribu- 
tion where this is appropriate. 

Subsection (a) relates to attribution of ownership between members of 
a family and provides that an individual shall be considered as own ing 
stock owned directly or indirectly by or for his children, grandchildr 
parents, or spouse, except a spouse who is legally separated from the 
individual under a decree of divorce or of separate maintenance. 


] 


Thus, if all of the stock of a corporation is owned by A and B, husbaud- 
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wife, stock of the wife B would be considered to be owned by A (sub- 
ject to the limitations of section 302 (a)) for the purpose of ascertaining 
the tax consequences to A of redemption of all of his stock. Under 
these circumstances, such redemption would not qualify under section 
302 (a) (4) as a substantially disproportionate redemption since the 
percentage of participating stock held by A (100 percent including 
B’s stock attributed to A) does not decrease as a result of the redemp- 
tion. 

Subsection (b) of section 310 provides that a person shall be con- 
sidered as owning all stock owned directly or indirectly by or for a 
corporation more than 50 percent in value of the outstanding stock 
of which is owned directly or indirectly by or for that person, and the 
corporation shall be considered as owning the stock owned directly or 
indirectly by or for that person. Thus, if M and corporation N 
jointly own all of the stock of corporation X, and M owns more than 
50 percent in value of the outstanding stock of corporation N, a 
redemption of the stock of X whether made from corporation N or 
from M is treated, by reason of subsection (b), as a redemption of the 
stock of a sole shareholder. 

Subsection (c) relates to rules of attribution of ownership in the 
ease of trusts, estates, and beneficiaries of trusts and estates. Under 
this subsection a person shall be considered as owning stock owned 
directly or indirectly by or for a estate or trust of which he or his 
estate is (1) a beneficiary with an interest af at least 50 percent com- 
puted actuarily, or (2) a beneficiary with at least 50 percent of the 
income of the trust or estate in each case determined under the 
maximum possible exercise of the trustee’s discretion in his favor. 
The estate or trust is also, under subsection (c) considered as owning 
the same proportion of stock owned, directly or indirectly, by or for 
that person. : 

Subsection (d) of section 311 insures that ownership of stock owned 
by a trust will be attributed to the real owner of such stock. For this 
purpose a person shall be considered as owning stock owned, directly 
or indirectly, by or for any portion of a trust of which he is considered 
the owner under subpart E of part I of subchapter J (relating to 
grantors and others treated as substantial owners). Similarly under 
this subsection, the trust shall be treated as owning the same propor- 
tion of stock owned directly or indirectly by or for that person. 

Subsection (e) relates to attribution of ownership in the case of 
partnerships. For this purpose a person shall be treated as owning 
his proportionate beneficial interest in stock owned directly or in- 
directly by or for a partnership of which such person is a partner, 
either active or limited. 

Subsection (f) specifies those instances in which constructive owner- 
ship of stock will be treated as actual ownership for the purpose of 
section 311. Thus, stock ownership attributed to a person by appli- 
cation of subsection (a) through (e) of section 311 shall, for the purpose 
of again applying subsection (b) through (e) be treated as actually 
owned by that person. For example, if A possesses a 75 percent 
ownership in a partnership owning stock in corporation X and 
corporation X owns all the stock of corporation Y, A will be treated 
as owning 75 percent of the stock of corporation X by application of 
section 311 (e). Then A is considered the actual owner of such 75 
percent of the stock of corporption X for the purpose of again applying 
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section 311, this time section 311 (b), thus making A the owner of ihe 
stock of corporation Y. However, stock ownership attributed to 
person by application of subsection (a) shall not be treated as actual 
ownership for the purpose of again applying subsection (a) in order to 
make another constructive owner of the stock. T hus, although B js 
considered as the actual owner of stock his wife (or other abovye- 
designated relative) owns for the purpose of determining, for exam) 
stock ownership attributable to a corporation which B controls, B js 
not considered as the actual owner of stock owned by his wife for the 
purpose of determining the stock ownership attributable for example 
to B’s father or his wife’s father. 


Section 312. Definitions relating to corporate distributions 

Section 312 sets forth the definitions basic to the treatment of 
corporate distributions provided in part I. Other definitions such as 
those in section 336 relating to liquidations and in 360 relating to 
corporate organizations, acquisitions and separations are also appli- 
cable to part I where indicated. Although in many instances the 
application of a definition is specifically provided in the bill, the use 
of a defined term in subchapter C, whether or not accompanied by a 
reference to the definition section, also indicates the applicability of 
such definition. 

Subsection (a) defines for the purpose of subtitle A the term “divi- 
dend.”’ This definition corresponds generally to the definition pro- 
vided in section 115 (a) and the rules set forth in section 115 (hb), 
Your committee does not intend a substantive change in the applica- 
tion of this term or in the determination of the extent to which th 
distribution may be out of earnings and profits. For this purpose a 
‘“‘dividend”’ means a distribution (as determined under section 301 (a 
of securities or property by a corporation to its shareholders which is 
(1) out of earnings and profits accumulated after February 28, 1913, or 
(2) out of the earnings and profits of the taxable year (computed as of 
the close of the taxable year without diminution by reason of any dis- 
tributions made during the taxable year) without regard to the amount 
of the earnings and profits at the time the distribution is made. 
Every distribution is made out of earnings and profits to the extent 
thereof (except as otherwise provided in section 310) and from the 
most recently accumulated earnings and profits. 

Paragraph (2) of subsection (a) incorporates the provisions of 
section 115 (a) of existing law providing an exception to the definition 
of a dividend for certain dividends paid by insurance companies. 

Paragraph (3) restates existing law under section 115 (a) of the 
1939 Code relating to distributions by personal holding companies. 

Subsection (b) of section 312 incorporates into the bill (solely tor 
the purpose of subchapter C) the definition of the term “participating 
stock.” This term is defined to mean stock which represents an 
interest in the earnings of the issuing corporation which is not limited 
to a stated amount of money or property and which is not preferred 
in any respect (other than with respect to voting rights) over any 
other outstanding stock of the issuing corporation, either as to dis- 
tributions of earnings or as to distributions of assets in liquidation. 
Your committee intends to include within the scope of this definition 
generally “common stock”’ whether such stock is voting or nonvoting. 
It is to be emphasized, however, that the nomenclature used is not 
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n melee Thus, stock which may be preferred in some respect over 

‘ther outstanding stock either as to distributions of earnings or assets, 

r participating feature (other than with respect to voting rights) 

ithough denominated “common stock” by the corporation would 

vertheless constitute either “nonparticipating stock” within the 

‘aning of subsection (d) or securities under subsection (c) depending 

other characteristics of the document. An instrument which by the 

rms expressed on its face would quali ly as participating stock, but 

‘+h by separate agreement, although extrinsic to the document 

tle 3 the hol io ie reof to other iahie would be characterized by 

| of the rights attributable to the instrument ine hudi ng those covered 

the extrinsic agreement. ‘Thus, stock preferred as to earnings by 
tract would not qualify as participating stock. 

Subsection (c) defines the term “‘securities” to mean an instrument 

resenting an unconditional obligation of a corporation to pay a 

im certain in money (other than open account indebtedness), (1) 

ch, in the case of obligations hel 1 by persons who together own 
de ee by application of section ater relating to attribution of 
ship) 25 per ‘ent or more of f the participating stock, is not sub- 
inated to the claims of trade creditors ge ne ‘rally, (2) payments, if 

, for the use of the principal amount of which are not dependent 

“amount upon the earnings of the corport ution. Your committee 
ntends by this definition to include within its scope bona fide debts 
only. For this purpose the time within which the instrument matures 
s not relevant. ‘Thus, demand notes, if otherwise qualifying under 
subsection (c) would constitute securities. In this respect, the bill 

wrifies problems raised in Pinellas Ice & Cold Storage Co. v. Com- 
missioner (287 U.S. 462). As in the case of participating stock, the 
application of this definition to various documents does not depend 
upon the nomenclature used by the corporation. Bonds otherwise 
qualifying under subsection (c) would constitute securities. ‘ Deben- 
ture bonds” would qualify only if the terms of subsection (c) are met. 
A document which qualifies as a “security” within the meaning of 
subsection (c)—representing indebtedness of a corporation other than 
a distributing corporation—does not constitute a security within the 
meaning of this subsection but would constitute property within the 
meaning of subsection (f). 

Subsection (d) defines the term “nonparticipating stock” to mean 
an instrument issued by a corporation known generally as a corporate 
stock or security other than an instrument to which subsection (b) or 
(c) is applicable. Nonparticipating stock would thus include, what- 

er the nomenclature utilized, an instrument such as preferred stock, 

bentures which do not qualify under subsection (c) or other docu- 
ee not qualifying under subsection (c). Open account indebted- 
ness would not be included. Demand notes would constitute a 
security. Since the application of subsection (d) is limited to 
instruments “known generally as a corporate stock or security” 
documents which are not so known would not qualify. For exe smple, 
a bill of sale issued by a corporation, although neither participating 
stock nor a security would not constitute nonparticipating stock under 
subsection (d) since a bill of sale is not known generally as a corporate 
stock or security. 

Subsection (e) defines the term “redemption of stock” to mean the 
acquisition by a corporation of its participating or nonparticipating 
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stock from a shareholder in exchange for money, securities or proper 
other than money, whether or not the stock so acquired is cance le 
retired or is held as tre asury stock. This term would also have 
applicability in cases where the phrase used is “redemption af par- 


ticipating stock”, “redemption of nonparticipating stock”, or ‘“re- 
demption of participating and nonparticipating stock.” In le 


your committee intends by this subsection to make clear that | 
acquisition by a corporation of its stock thereafter held in the treasury 
of such corporation constitutes a “redemption” within the meanii 
of subsection (e). For the purpose of subsection (e) a distribution o! 
property accompanying a reduction in the par or stated value of the 
stock shall be treated to the extent of the amount of such reductio: 
as a distribution in redemption of stock although in fact no stock 
cancelled, retired, or held as treasury stock. 

Subsection (f) defines the term “property” to include money, 
securities (other than securities representing indebtedness of the d 
tributing corporation) and stock other than stock of the distributing 
corporation. <As a result of this definition, the receipt of stock of 
a corporation which is not stock of the distributing nos get or 
is not treated as such stock under section 352 and section 353 or 
otherwise) would be treated as property for the purpose of séitinn : 01 
(and other relevant provisions of this subsection). 

Subsection (g) makes clear that the terms defined in subsection (b) 
through (f) inclusive shall be applicable only with respect to this sub- 
chapter. For example, the term “security” as used in other portions 
of this subtitle is not relevant to this subchapter. 


d= 
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Part I]—Corporate LiquIDATIONS 
GENERAL 


Part II of subchapter C provides rules for treatment of shareholders 
receiving distributions in connection with a partial or complete liqui- 
dation of a corporation. Your committee intends in part II to corre- 
late (with certain material changes) the present provisions of section 
115 (c), section 112 (b) (6), section 112 (b) (7), and section 117 (m) 
of the 1939 Code. Basically, the approach adopted under part II 
is to limit taxation at the time of complete or partial liquidation of 
the corporation to amounts distributed which are reflected in the 
basis of the assets in the hands of the liquidating corporation. This 
approach is implemented by permitting deferral of tax, upon unrealized 
appreciation in the value of the property distributed in liquidation. 

Moreover the problems raised by the decision in Kimbell-Diamond 
Milling Co. (14 T. C. 74, aff'd. 187 F. 2d 718 (C. A. 5, 1951)) would be 
treated under part II]. Thus, the recoupment of stock basis by 
shareholders with respect to assets distributed in liquidation would 
be permitted where such asset basis is less than the stock basis and 
value of the property received is equal to or greater than such stock 
basis. 

As respects section 112 (b) (6) of existing law (relating to the liqui- 
dation of a subsidiary by its parent), in general, under part II the same 
substantive results would be reached except that generally loss woul 
be recognized in any case in which the fair market value of the assets of 
the subsidiary, irrespective of their basis, is less than the basis to the 
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parent of its stock in the subsidiary. Certain other changes in result 
e, however, produced under part II. These will be indicated in the 
various sections in which they are relevant. 
As respects section 117 (m) of present law (relating to collapsible 
corporations), the approach adopted under part II of the bill will 
eliminate the rules of this section whe ‘reby tax, dependent upon motive 
and intention attaches at ordinary income rates to a shareholder in 
his capacity as a shareholder. In lieu of this approach, your commit- 
tee eliminates the subjective questions presently involved under sec- 
tion 117 (m) by looking solely to the nature of the inventory assets 
(as defined in sec. 336 (d)), and insuring that whenever such assets are 
disposed of or realized upon by the shareholder, tax will be imposed in 
the same manner as such tax would have been imposed had such assets 
been disposed of or realized upon by the corporation. 


Section 831. Gain or loss to shareholders in corporate liquidation 


In accordance with the foregoing principles, section 331 prescribes 
the general rules for ascertainment of the amount of gain or sem which 
will be recognized upon the liquidation of a corporation. Although 
there is no precise counterpart under existing law, this section includes 
and correlates the tax treatment of share holders in ees which 
is provided for in present law in sections 115 (c), 112 (b) (6), 112 (b) 
(7), and 117 (m) with certain material changes. 

Subsection (a) of section 331 provides that gain or loss in the case of 
a distribution in partial or complete liquidation (as defined in sec. 336 
(a) and (b)) shall be recognized only to the extent provided in sub- 
sections (b) through (d) of section 331. It is to be noted that the rules 
provided in such subsection, relate solely to the assets which are in fact 
received by a shareholder. For this reason, the aggregate adjusted 
basis of all of the assets and the aggregate adjusted stock basis of all 
the shareholders is not relevant to the computation required under 
section 331. 

Subsection (b) sets forth the rules respecting the recognition of gain 
to a shareholder upon the receipt of assets in a distribution in partial 
or complete liquidation. Where in such case, both the adjusted basis 
and the fair market value of the assets distributed exceed the adjusted 
basis of the stock with respect to which the distribution is made, gain 
shall be recognized to the extent of the excess of the adjusted ‘basis 
or the fair market value of such assets, whichever is less, over the 
adjusted basis of such stock. For example: A shareholder receives 
assets (none of which are considered to be inventory assets within the 
meaning of sec. 336 (e)) as a liquidating distribution. The adjusted 
basis of such assets is $150 and their fair market value is $175. The 
stock with respect to which the distribution is made has a basis of 
$100. In such case the amount of gain recognized upon the receipt 
of such assets is $50, Gain with respect to the excess of the fair market 

value of the assets over their adjusted basis ($25 in this example), 
(unlike the rule of sec. 115 (c) of existing law) would not be recognized 
at the time of liquidation. 

If, in the preceding example, the fair market value of the assets 
received was $125 (the other facts remaining the same), the amount 
of gain recognized on the receipt of such assets would be limited to $25. 

Subsection (c) provides for the recognition of loss to a shareholder 
upon the receipt of assets in connection with the liquidation, Thus, 
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where the adjusted basis of the stock with respect to which the dis. 
tribution is made exceeds the fair market value of the assets distyil). 
uted, loss shall be recognized to the extent of such excess, irrespective 
of the basis of such assets in the hands of the distributing corporation, 
Your committee intends by this section to incorporate, with respect 
to losses, the principles of section 115 (ec) of the 1939 Code. 

Subsection (c) is, however, inapplicable in the case of the complete 
liquidation of a corporation the stock of which was acquired pursuant 
to a corporate acquisition of stock described in section 359 (b). In 
such case, subsection (c) provides that no loss shall be recognized to 
the extent that the stock of the corporation being liquidated was 
acquired by it as an acquiring corporation in a corporate acquisition 
of stock. As a result of this exception to the general rule of subsec- 
tion (c) correlation of treatment is obtained in the case of an acquisi- 
tion by one corporation of the properties of another in a transaction 
described in section 359 (ce) and the acquisition of stock (under sec, 
359 (b)) followed immediately by the complete liquidation of the 
corporation the stock of which was acquired. For example: ‘he 
adjusted basis of the assets of corporation A are $10,000; their fair 
market value is $8,000. If all of the assets of corporation A are 
acquired by corporation B pursuant to a corporate acquisition of 
property, the basis to corporation B will be $10,000 under section 
355 (a) (relating to basis to corporations in corporate organizations, 
acquisitions, and separations). If corporation B acquires all of the 
stock of corporation A, the basis of such stock to corporation B will, 
pursuant to section 355 (b), be $10,000. If immediately thereafter 
corporation A is liquidated, the exception to subsection (¢) prevents 
recognition of any loss. In any case in which less than 100 percent 
of the stock was acquired pursuant to section 359 (b), the exception 
to subsection (c) will apply only to the amount of stock acquired 
pursuant to section 359 (b). 

Subsection (d) delineates those areas in which no gain or loss will 
be recognized upon the receipt of assets in the complete or partial 
liquidation of a corporation, subject to an exception in the case of 
appreciated inventory. The general rule of subsection (d) is set 
forth in paragraph (1). Under this paragraph, if the fair market 
value of the assets distributed equals or exceeds the basis of the 
stock with respect to which the distribution is made, and the adjusted 
basis of the assets distributed is not greater than the adjusted basis of 
such stock, then no gain or loss shall be recognized. Thus, if assets are 
distributed having a fair market value of $125, and if, in such case, 
the adjusted basis of the stock with respect to which the distribution 
of assets is made is $100, no gain or loss shall be recognized upon thie 
receipt of the assets although the adjusted basis of such assets to the 
corporation is equal to or less than $100. 

Paragraph (2) of subsection (d) sets forth an exception to the 
general rule of paragraph (1) in certain cases in which ‘‘appreciated 
inventory” is distributed in connection with the liquidation of the 
corporation. In this instance it is provided that where the adjusted 
basis of the stock with respect to which a distribution of appreciated 
inventory is received (determined by reference to subsec. (e) (2) (A)), 
exceeds the fair market value of the appreciated inventory (deter- 
mined by reference to subsec. (e) (2) (B)) loss shall be recognized to 
the extent of such excess, Your committee intends in this instance to 
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ermit limited recognition of loss. It should be noted, however, that 
reason of application of section 334 (d), the basis of such appre- 

ated inventory is its basis to the liquidating corporation. Conse- 
iently, ho loss would be recognized with respect to the excess of the 

ir market value of the appreciated inventory over such basis. For 
planation of the nature of appreciated inventory, see the discussion 

ler section 336 (d) and (e). 

Subsection (3) sets forth certain special rules necessary for the ap- 

ation of en 331. 

eraph (1) relates to the treatment of indebtedness of a sub- 
iy  OOrpol ‘ation (as defined in sec. 336 (h)) owing to its parent 

; defined in sec. 336 (g)) in connection with a partial or complete 
iidation of the corporation. In such case the securities of the 

sidiary corporation held by the parent shall be treated as stock of 
h subsidiary held by such parent. Thus, if the basis of the stock 
parent corporation is $100 and a security of the subsidiary is held 
the parent with an adjusted basis of $50, the adjusted basis of the 
ent’s stock shall be considered to be $150 for the purpose of the 
putation under subsections (b), (c), and (d) of section 331. 
Your committee intends by subsection (e) (1) to alter results reached 
‘tain situations under present law whereby assets in a liquidation 
(fected pursuant to section 112 (b) (6) of the 1939 Code are treated 
as distributed in sati sfaction of any liability of the subsidiary 
he parent. Under the nan of paragraph (1) of subsection (e) the 
ain is treated as stock of the subsidiary held by the parent. 
While, asenidiod ly, capital he s may be recogn ized under section 332 
by reason of the addition to stock basis) no bad debt deduction would 
be authorized with respect to the security treated as stock. A signifi- 
cant result of this treatment of securities as stock may be to prevent 
the recognition of gain or loss to the parent if the securities were held 
at a basis greater or less than their principal amount. For example, 
if a parent holds a $100 bond issued by its subsidiary which the parent 
purchased for $90, the receipt therefor of property with a fair market 
value of $100 and an adjusted basis less than its value in liquidation 
would require a recognition of $10 gain except for this provision which 
treats the bond as stock. Under the bill gain or loss would be treated 
as ne the property received for the bond were received in exchange 
stock and gain or loss would depend upon both the adjusted basis 
and value of the property received. 

A further problem in present law, represented by the case of 
Northern Coal and Dock (12 T. C. 42 (1949)) is removed by this 
provision. ‘Thus, if the subsidiary transfers appreciated or depre- 
ciated property to its parent in liquidation in satisfaction of a bond, 
existing law as interpreted by the courts would require the recognition 
of gain or loss to the subsidiary. By treating securities as stock in this 
situation, the subsidiary will, under the provisions of section 308 (re- 
lating to corporate distributions of stock, securities and property) be 
required to recognize no gain or loss. 

Because the definition of the term “securities’’ does not include 
open account indebtedness, the rule of subsection (e) would not be 
applicable in such indebtedness. Under these circumstances, present 
law would obtain in determining the tax consequences resulting from 
the satisfaction of such indebtedness. Present law would also be 
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continued in the case of distributions by a corporation to a creditor 
which is not a parent within the meaning of section 336 (g). 
Paragraph (2) of subsection (e) provides rules respecting the treat 
ment of distributions which include “appreciated inventory” 
defined in section 336 (e). Subparagraph (A) of paragraph (2) | 
vides that the adjusted basis of the stock with respect to whic h 
distribution is made shall be reduced by that part of such adjusted 
basis attributable to such appreciated inventory. In the determ 
tion of that portion of the stock with respect to which the distribu: 
of appreciated inventory is made, the rules of section 336 (e) (2 
applicable. ‘Thus, such portion is an amount which bears the sa 
ratio to the adjusted basis of all of the stock of the shareholder in | 
corporation which the fair market value of the inventory assets 
received by such shareholder bears to the total fair market value of 
the total assets received. Subparagraph (B) requires a similar redue- 
tion with respect to the adjusted basis and fair market value of the 
assets received. Such adjusted basis and fair market value respec- 
tively shall be reduced by the amount of the adjusted basis and fair 


as 


market value respectively of the appreciated inventory. For treat- 
ment of gain or loss in respect to such appreciated inventory, see the 
discussion under section 333 (c). 

Paragraph (3) of subsection (e) relates to adjustments required in 
the computations under subsections (b), (c), and (d) necessitated by 
reason of the application of section 332 (c) (requiring the attribution 
to shareholders of gain not recognized to a corporation resulting fro1 
the sale of assets after adoption of the plan of partial or compl 
liquidation). In such cases the amount included in the income of t! 
shareholder through operation of section 332 (c) shall be added to the 
adjusted basis of the stock with respect to which the distribution in 
complete or partial liquidation is made in order to prevent this amount 
being taxed twice. Thus, if an asset (other than an asset to which 
sec. 333 does not apply) having a basis to the corporation of $100, 
is sold after the adoption of the plan of liquidation for $200 and an 
amount equal to the gain of $100 is includible in the income of 
shareholder (under sec. 333 (c)) the same amount is added to the 
basis of the stock for the purpose of computing gain or less under 
subsections (b), (c), and (d) with respect to the assets and money 
received. 

Paragraph (4) provides rules for determination of the holding 
period of assets received in liquidation. The rules of paragraph (4 
are applicable in the case of assets received which are not appreciated 
inventory, while rules respecting such inventory are provided in 
section 1223 (2). In the determination of gain or loss under subsec- 
tion (b), (c), or (d), the holding period of the stock shall govern for the 
purposes of ascertaining whether the gain or loss is long-term or short- 
term for the purpose of section 332 (a) and (b). In determining the 
holding period of the actual assets received in complete or parti il 
liquidation (for the purpose of a later sale), there shall be added to the 
holding period of the assets by the shareholders the holding period of 
the assets in the hands of the distributing corporation. ‘Thus, assets 
held 4 months by a corporation distributed in liquidation at the end 
of such 4 months and held by a shareholder for 3 months would result 
in the recognition of long-term gain or loss with respect to such 
assets, 
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Paragraph (5) sets forth rules for treatment of liabilities in connec- 
tion with a liquidation. For this purpose, the determination of the 
adjusted basis and the fair market value of property received by any 
shareholder shall be made without regard to any liability to which 
such property was subject or any liability assumed by such share- 
holders. On the other hand, the adjusted basis of the stock of the 
shareholder shall be increased by the amount of any such liability. 
This rule would obtain whether or not the specific assets received 
are subject to a liability or whether the shareholder merely as part 
of the distribution in the liquidation assumed the liability of the 
corporation. The effect of operation of this rule is to result in taxa- 
tion to the shareholder on the net amount of assets received. 

Subsection (f) indicates by cross reference the special rules governing 
in the liquidation of (1) certain inactive corporations pursuant to 
section 353 (b), (2) foreign subsidiary corporations under section 
358, and (3) certain foreign personal holding corporations under sec- 
tion 335. 

Section 832. Treatment of gain or loss to shareholc lers in liquidations 


Section 332 governs the treatment of gain or loss the amount of 
which has been determined under section 331. While there is no 
specific counterpart for section 332 under present law, this section 
performs the same function as the portion of sections 112 (b) (7) 
and 115 (c) prescribing the amount of tax to be imposed and the rates 
applicable thereto. 

Subsection (a) of section 332, relating to noncorporate shareholders, 
provides that the amount of gain (determined under section 331 (b)) 
shall be treated as short-term or long-term capital gain as the case 
may be. Loss recognized under section 331 (c) shall be treated as 
long- or short-term capital loss as the case may be. The determination 
of whether the gain or loss is long or short term shall be made after 
application of paragraph (4) of section 331 (e) (4) relating to the hold- 
ing period of the stock with respect to which the assets were received. 

Subsection (b) describes the rules for treatment of gain or loss with 
respect to corporate shareholders. Paragraph (1) of subsection (b) 
provides that the amount of gain determined under section 331 (b) 
shall be treated in the case of a corporate shareholder as a dividend 
of the liquidating corporation. In this respect the characterization 
of the amount of the gain as a dividend is to be made without regard 
to the provisions of section 312 (a). Thus, the amount of earnings 
and profits of the liquidating corporation are, for this purpose im- 
material. In such case, the deduction for dividends received pro- 
vided in section 243 would be applicable. If, however, the share- 
holder is a parent corporation owning at least 80 percent of the stock 
of its subsidiary as provided in section 336 (g) and the distribution is 
received as a liquidating distribution from its subsidiary as defined in 
section 336 (h) such deduction for dividends received shall be 100 per- 
cent or the total amount of the gain recognized. The application of 
this paragraph results in gain or loss treatment (in those cases where 
the basis of the assets to the subsidiary or their fair market value is 
greater than the basis of the stock of the subsidiary held by the 
parent) corresponding to that presently allowed under section 112 
(b) (6) of the Seen Revenue Code of 1939. 


Paragraph (2) of subsection (b) provides that the amount of loss 
(if any) determined under section 331 (c) shall be treated as a long- 
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term or short-term capital loss as provided in paragraph (4) of su}- 
section 331 (e). The application of paragraph (2) results in 
recognition of loss in those cases where the fair market value of t| 
assets in the hands of the subsidiary is less than the adjusted basis 
of the stock of the subsidiary held by the parent. In this respect 
present law under section 112 (b) (6) 1s changed and a result similar 
to that under section 115 (c) of existing law follows. Where, howe, 
the stock of the subsidiary was acquired pursuant to a corporate 
acquisition of stock described in section 359 (b), no loss will 
recognized to the extent of the stock so acquired, To this extent, the 
rules of section 112 (b) (6) of existing law are retained. 

Subsection (c) of section 332 requires attribution of any gain not 
recognized to the corporation under section 333 to the shareholder 
receiving property in connection with the liquidation. This subsection 
provides that an amount equal to the gain not recognized under section 
333 shall be included in the income of the shareholder holding par- 
ticipating stock in the same manner as gain would have been included 
in the income of the corporation, long or short term capital gain, 
gain from the sale of noncapital assets or gain from the sale of assets 
subject to section 1231 (b) as the case may be. Such gain is includible 
in the income of the shareholder for the taxable year of such share- 
holder in which the final distribution in partial or complete liquida- 
tions, as the case may be, is received. Thus, if the corporation after 
adoption of the plan of liquidation sells capital assets at a gain of 
$100 which would otherwise be includible in the income of the cor- 
poration in such amount, such gain shall be includible in the share- 
holder’s income for the taxable year in which the final distribution 
in complete or partial liquidation is received. Since the property 
sold is a capital asset, the amount of gain attributed to the share- 
holder would be includible as gain from the sale of the capital assets. 


Section 333. Gain from the sale of property in connection with corporate 
liquidations 

Section 333 incorporates in the bill rules for treatment of the prob- 
lem raised in the decisions of Commissioner v. Court Holding Company 
(324 U.S., 331) and U. S. v. Cumberland Public Service Co. (338 U.S. 
341) and the numerous related cases. These decisions concern the 
question of whether the corporation or a shareholder effected a sale 
of property in connection with a liquidation. Under the decision in 
the Cumberland Public Service Co. case, supra, it is indicated that 
in the case of an actual distribution in liquidation of the corporation 
prior to an actual sale by the shareholders a single tax imposed at the 
shareholder level. Accordingly, under present law, the tax conse- 
quences arising from sales made in the course of liquidation depend 
primarily upon the formal manner in which transactions are arranged. 
The possibility that double taxation may occur in such cases results 
‘in causing the problem to be a trap for the unwary. 

Your committee intends in section 333 to provide a definitive rule 
which will eliminate any uncertainty. 

Subsection (a) provides that no gain shall be recognized to a corpora- 
tion upon the sale of an asset after the adoption of the plan of partial 
or complete liquidation, if (1) such sale is made after adoption of the 
plan of complete or partial liquidation in connection with the distribu- 
tion in liquidation of all of the assets of the corporation (or of all the 
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assets attributable to the business terminated in the case of a partial 
liquidation) and (2) such liquidation is completed within the taxable 
year er in which the sale occurs, or within the succeeding tax- 
able yea Subsection (2) does not apply to any sale which is (1) a 
sale in the ordinary course of business or (2) a sale of an inve ntory 
asset (as defined in sec. 336 (d)) where the amount received for such 
asset exceeds 120 percent of the adjusted basis of such asset. 

Subsection (a) accordingly permits the imposition of a single tax 
at the shareholder level upon property sold during the course of a 
liquidation irrespective of whether the corporation or the share- 
holder in fact effected the sale provided the other provisions of this 
subsection are met. Since subsection (a) refers to ‘“‘a sale’ the fact 
that negotiations have been commenced prior to the sale is immaterial 
provided the sale (including passage of title and other legal require- 
ments under the local law applicable thereto) is completed after 
adoption of the plan. It is also necessary under subsection (a) that 
the sale be made incident to the liquidation. In this respect it is 

quired that the sale be related to the business exigencies surround- 
ing the distribution of the assets in partial or complete liquidation. 
In any case in which sales subject to the provisions of subsection (a) 
are made it is necessary that all of the assets of the corporation (or 
the part thereof attributable to the terminated business in a partial 
liquidation) be distributed in the same taxable year of the corporation 
in which the sale is made or within the next succeeding taxable year. 
If the distribution of the assets does not occur within the time specified 
subsection (a) will not apply and determination of the tax conse- 
quences of the disposition wul be made under other sections of this 
art. 

Paragraph (1) of subsection (a) makes this subsection specifically 
inapplicable to a sale made in the ordinary course of the business of 
the corporation although such sale occurs after adoption of the plan 
of partial or complete liquidation. For example, if a corporation 
engaged in owning and operating filling stations were to liquidate 
under section 336, the continued sale of gasoline to motorists during 
the course of winding up its business would still be considered to give 
rise to income taxable at the corporate level. 

Paragraph (2) of subsection (a) provides for inapplicability of the 
subsection to sales of inventory assets as defined in section 336 (d) 
This exception applies however only if the amount received by the 
corporation from the sale of the assets is greater than 120 percent of 
its adjusted basis to the corporation. It is to be observed, however, 
that the exception is applicable irrespective of whether the asset 
constitutes “appreciated inventory” within the meaning of section 
336 (e). Thus, the fact that the fair market value of the assets of 
the inventory assets sold is equal to or less than 10 percent of the fair 
market value of the other assets in the corporation does not make 
paragraph (2) inapplicable. 

Subsection (b) provides that the sale or exchange of an asset after 
such asset has been distributed in partial or complete liquidation to 
the shareholder shall not be attributed to the corporation. This sub- 
section has application in cases of sales made after adoption of the 
plan of partial or complete liquidation. For example, the sale of 
inventory to which subsection (a) is not applicable cannot be attributed 
to the corporation provided the asset had been transferred to the share- 
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holders (such as by passage of legal title or otherwise respecting a bong 
fide transfer of ownership) prior to the sale by such shareholders. 
lt is to be observed that this subsection does not apply to a distribution 
not in complete or partial liquidation such as a dividend in kind ora 
distribution made prior to adoption of the plan. The rule of sy}. 
section (b) would also not apply where the sale was made in term 
tion of all or part of a business which did not qualify as a partia| 
or complete liquidation under section 336. 

Subsection (¢) provides rules respecting the nature of income ro- 
ceived by a shareholder upon the disposition or other realization with 
respect to items which were inventory assets in the hands of a cor. 
poration. Under subsection (c), any case in which a sharehol, 
received (other than in a distribution under sec. 301 (a) relating to 
distributions of property) assets which in the hands of the corporation 
immediately prior to the distribution were inventory assets to which 
section 336 (b) (1) is applicable, such assets, regardless of how held, 
disposed of, or realized upon, shall be inventory assets in the hands 
of such shareholder. The proceeds of such disposition or realization 
will generally be of the income to such shareholder, It is intend, d 
that such tax results will apply to shareholders which are organiza- 
tions otherwise exempt from income tax under the provisions of this 
title. 

Your committee intends by subsection (c) of section 333 to insure 
that an appropriate tax consequence will ensue in situations whi h 
under present law involve the problem of the “collapsible corpora- 
tion.” This occurs primarily in cases in which assets including rights 
to future income, having a low adjusted basis to the corporation are 
not disposed of in the érdinary course of business by such corporation, 
In lieu thereof the stock of such corporation is sold toa purchaser 
who reflects in the purchase price the unrealized appreciation in the 
value of the assets. Under section 117 (m) of the 1939 Code inanal- 
ogous situations, provided all of the subjective tests of this section 
are met, ordinary income would be recognized to the shareholder at 
the time of sale. A similar result would be reached if the corpora- 
tion were liquidated. 

Your committee under section 333 (c) and related provisions has 
eliminated questions of motive and intention now present under sec- 
tion 117 (m). It is believed that the areas in which the collapsible 
corporation arise are those in which inventory-type items which ha\ 
greatly appreciated in value (as defined in sec. 336 (d) to include stock 
in trade, or other items held for sale, property used in the trade or 
business or rights to future income) constitute a significant percen- 
tage of the total assets of the corporation. In such cases, the result 
intended under part II is chiefly to preserve with respect to such 
assets the same tax consequences which would have occurred had the 
assets been sold, disposed of, or realized upon, by the corporation 
in the ordinary course of its business. ‘Thus, while no special tax 
attaches to the shareholder of a corporation selling such assets, when- 
ever such corporation is liquidated, the portion of the stock attrib- 
utable to the appreciated inventory disappears under section 334 (<). 
The basis of such inventory in ‘the hands of the shareholder is the 
basis of the assets to the corporation and no loss is ar und 
section 331 with respect to the excess of stock basis over the basis of 
the appreciated inventory, 
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An exception to the rule applies where the fair market value of the 
inventory is less than the adjusted basis of the stock. In this case, 
under section 331 (d) (2) loss will be recognized to the limited extent 
of the difference between such fair market value and stock basis. 
a committee does not feel it appropriate to deny loss where the 

irchase price reflects an amount greater than the fair market value 
a the inventory. 

Section 333 (c) thereupon applies to insure no special benefit may 
he derived as a result of receiving the assets in kind. Thus, a sale of 
such assets would be taxable at ordinary income rates as a sale of inven- 
tory if such assets were inventory in the hands of the corporation. 
If, however, such assets, although considered “inventory assets’ under 
section 336 (d) would not have produced ordinary income upon sale 
by the corporation, the sale by the recipient will not result in ordinary 
income unless they in fact constitute inventory in his hands. For 
example, the sale by a recipient of a building, an inventory asset under 
section 336 (d), would be taxed in the manner provided for property 
used in the trade or business, unless the recipient held the building as 
inventory. On the other hand, property held primarily for sale to 
customers by the liquidating corporation would always be taxable as 
inventory to the recipient. 

Section 333 (c) applies to any disposition or realization. Thus, 
then, in the case of the pledge of inventory by the distributee in 
liquidation, the money realized as a result of the pledge would be 

xable as ordinary income, 


Section 834, Basis of assets received in liquidation 
While sections 113 (a) (15) of the 1939 Code (relating to basis 


of assets received in a liquidation effected pursuant to sec. 112 (b) 
(6) of such code) and 113 (a) (18) of such relating to basis of assets 
received in a liquidation effected pursuant to section 112 (b) (7) 
of such code are relevant, no precise counterpart in section 334 
exists under existing law. In general, the consequences prescribed 
under section 334 reach results which permit the taxpayer to retain 
(except with respect to appreciated inventory) as the basis for the 
assets received in complete or partial liquidation, the adjusted basis 
for his stock thus effectuating the principles of Kimbell-Diamond 
Milling Co. v. Commissioner supra. If, however, gain is recognized 
such adjusted basis will be increased by the amount of such gain. A 
corresponding decrease will be made where loss is rec ognized. 
Subsection (a) provides that in the case of a distribution in which 
gain was recognized pursuant to section 331 (b), the basis of the assets 
with respect to which such gain was senoenined shall be the adjusted 
basis which such assets had in the hands of the corporation, or the 
fair market value of such assets at the time of distribution whichever 
amount was used in the determination of gain under section 331 (b). 
Thus, if (1) the basis of the assets distributed in the hands of the 
distributing corporation was $100, (2) their fair market value was 
equal to or greater than $100, and (3) the basis of the stock of the 
shareholder receiving the distribution was $75 gain would be recog- 
nized to the extent of $25 (the amount of the excess of the basis of the 
asset, over the shareholder’s stock basis), The shareholder would in 
effect take the assets at their basis to the corporation ($100). If, 
however, the fair market value of the assets were $90, the shareholder 
44140°—54—15 
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would take the assets at a basis of $90, since the amount of gain which 
would have been recognized under section 331 would be limited to the 
difference between the excess of the fair market value over the stock 
basis. 

Subsection (b) provides that in the case of a distribution in which 
loss is recognized pursuant to section 331 (c), the basis of the assets 
with respect to which such loss is recognized shall be the fair market 
value of such assets at the time of distribution. Thus, if the adjusted 
basis of the stock were $75, and the fair market value $70, the basis 
to the shareholder of such assets would be $70, irrespective of their 
adjusted basis to the distributing corporation. In situations within 
the scope of subsection (b), where a loss would be recognized with 
respect to the shareholder’s “investment” in the stock of the corpora- 
tion making the liquidating distribution, a result similar to that now 
provided under section 115 (c) is intended. 

Subsection (c) provides that in the case of a distribution in which 
no gain or loss was recognized pursuant to section 331 (d) the basis 
of the assets with respect to which gain or loss was not recognized 
shall be the adjusted basis of the stock with respect to which thi 
distribution is made. The rule of this section insures that although 
the assets in the hands of the distributing corporation possessed a 
basis less than the shareholder’s basis for his stock but a fair market 
value equal to or greater than such stock basis that no loss will be 
recognized. The shareholder will receive his stock basis with respect 
to such assets. The rule of this section is a departure from the rules 
of the other subsections in that it is necessary here to allocate the 
stock basis among the various assets actually received. For this 
purpose subsection (c) provides that the amount of such adjusted 
basis (of the stock of the shareholder) shall be allocated to the various 
assets received in accordance with the fair market value of such 
assets. 

Subsection (d) relates to the special situation in which the share- 
holder receives a distribution in kind of appreciated inventory (as 
defined in sec. 336 (e)). In this case by reason of application of such 
definition, the asset basis of the inventory in the hands of the dis- 
tributing corporation must be less than the stock basis with respect 
to which such inventory distribution is made. Subsection (d) accord- 
ingly provides that in the case of a distribution of appreciated inven- 
tory, as defined in section 336 (e), the basis of such inventory asset 
shall be the adjusted basis which such assets had in the hands of the 
distributing corporation. Subsection (d) thus insures that no share- 
holder merely by liquidating a corporation may obtain the benefit of 
capital gains treatment. On the other hand, your committee does 
not intend to tax such shareholder at the time of distribution. Rather 
by maintaining the low basis with respect to the assets, your com- 
mittee intends in accordance with section 333 (c) to insure that such 
assets will be treated as inventory, in the hands of the shareholder, 
for the purpose of computing gain or loss upon their subsequent 
disposition. 


9 


Section 335. Liquidation of certain foreign personal holding companies 

Section 335, relating to the liquidation of certain foreign personal 
holding companies, corresponds in part to the last sentence of section 
115 (c) of the 1989 code. Such changes in language as have been 
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made in subsection (a) (which sets forth the general rule) of section 
335 from the language used in section 115 (c) are intended to be 
conforming changes merely. The result intended under subsection 
a) is the same as that which would have been reached had such 

liquidations been accomplished under the 1939 code. Subsection (c) 
; rovides a special rule in cases where the liquidation occurs prior to 
1Y 56. 

Subsection (a) provides that section 335 is applicable to any dis- 
tribution made by a foreign corporation which is, within the meaning 
of the 1939 code, a distribution in partial liquidation or complete 
liquidation (including any one of the series of distributions made 
by the corporation in complete cancellation or redemption of all of 
its stock). In such case, if such liquidation is made by such foreign 
corporation, and such corporation with respect to any taxable year 
beginning on or before, and ending after, August 26, 1937, was a 
foreign personal holding company and with respect to which 
United States group (as defined in sec. 552 (a) (2)) existed after 
August 26, 1937, and before January 1, 1938, then the distribution 
shall be treated as a distribution in full or part payment in exchange 
for the stock, The amount of any gain recognized shall be deter- 
mined under section 1002 without regard to part II of this sub- 
chapter. The gain resulting from such distribution shall be considered 
as a gain from the sale or exchange of a capital asset held for not 
more than 6 months. The consequence of this provision is to tax 
as a short-term capital gain the entire amount by which the fair 
market value of the assets received upon liquidation exceeds the 
adjusted basis of the stock of the shareholder. Such gain would 
thereupon be taxable as short-term capital gain. 

Subsection (b) of section 335 excepts from the application of sub- 
section (a) liquidations of foreign personal holding companies de- 
scribed in subsection (a) in cases where the first of the series of 
distributions in liquidation was commenced after March 1, 1954, and 
the final distribution in liquidation was completed prior to January 1, 
1956. In such case, the amount of gain otherwise recognized under 
subsection (a) (the excess of the fair market value of the assets over 
the adjusted basis of the stock) shall be taxable as a gain from the 
sale or exchange of a capital asset held for more than 6 months, and 
consequently as a long-term capital gain. 

Section 836. Definitions relating to liquidations 

Section 336 of the bill supplies definitions relating to corporate 
liquidations which, although applicable throughout subchapter C, are 
particularly relevant to part Il. Except for the definition of “inven- 
tory assets” and “‘apprec iated inventory assets,’’ which are new con- 
C4 the terms ‘ ‘partial liquidation,” “complete liquidation,” and 

‘ilar of liquidation” have previous meanings ascribed to them under 
the 1939 code. Certain material changes have been made in these 
terms in section 336. 

Subsection (a) defines the term “partial liquidation.” This term, 
bis h replaces the definition of partial liquidation contained in sec tion 

15 (i) of existing law, is considerably narrower in scope and operation 
th an the definition contained in section 115 (i). Thus, under sub- 
section (a), a partial liquidation relates solely to termination of a 
Separate business of the corporation under prescribed circumstances. 
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Subsection (a) does not apply to redemption of stock not pursuant to 
such termination. Capital gains treatment for such redemptions 
under certain circumstances are separately provided for under section 
302 (a). 

Paragraph (1) of subsection (a) provides that the distribution jn 
liquidation must be carried out pursuant to a plan (as defined jin 
subsec. (c)). 

Paragraph (2) of subsection (a) contains the requirement that the 
distribution be attributable to the complete termination of one of at 
least two businesses. In addition, paragraph (2) provides that for at 
least 5 years preceding the first of any distribution certain addi- 
tional conditions be satisfied. Subparagraphs (A) and (B) of para- 
graph (2) require that the terminated business be one which was 
operated separately and separate records therefor kept for at least 5 
years. Your committee intends to insure, through this requirement, 
that a partial liquidation constitutes a bona fide cessation of an inde. 
pendent branch of a business of the corporation held for at least 5 
years and that, accordingly, such liquidation will constitute more than 
a mere contraction in the scope of a single business of the coporation. 

Subparagraph (C) of paragraph (2) provides that at least 90 percent 
of the income of the business terminated and at least one of the 
businesses remaining be other than personal holding company income 
as defined in section 543. Your committee intends by this provi- 
sion to insure that the terminated business (and at least one of the 
businesses remaining) be an operating business. 

The requirement that the distribution be “attributable to” the 
complete termination of a business is intended to mean that the 
assets distributed are all of those, but only those, which were necessary 
to the conduct of the business terminated or were received in exchange 
for all or part of such assets upon a disposition in connection with the 
liquidation. 

Paragraph (3) of subsection (a) provides that the distribution be 
completed within the taxable year in which the plan was adopted, 
or in the succeeding taxable year. This will insure that the partial 
liquidation is not protracted over a period of years. 

Subsection (b) defines a distribution in complete liquidation. This 
subsection is derived in part from section 115 (c) of the 1939 Code, 
and also relates to section 112 (b) (6) and 112 (b) (7) of such code. 
Thus subsection (b) is applicable to all distributions in complete 
liquidation. Although the treatment of distributions in liquidation 
(under part II) differs from that provided in any specific situation 
under existing law, the circumstances under which a complete liquida- 
tion will be considered to have taken place are generally similar. 
Thus, under your committee’s bill, a complete liquidation requires 
the distribution of substantially all ‘of the corporate assets. Accord- 
ingly, under the definition in section 336 (b), a corporation will be 
deemed to have completely liquidated even though the business 
previously carried on by it is continued in partnership or sole pro- 
pectoral or other noncorporate form. 

A distribution is considered under subsection (b) one in complete 
liquidation if it is in redemption of all the stock of a corporation (or 
is one of a series of redemptions of all the stock) pursuant to a plan. 
If the liquidation is not completed in one redemption it may be com- 
pleted in a series. Although your committee has considered it de- 
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sirable in the interest of effective administration of this section to 
require that the liquidation, pursuant to a plan, be completed within 
3 years, a further provision allows this period to be extended if the 
taxpayer satisfies the Secretary or his delegate that a longer period is 
necessary. The provision in present law under section 112 (b) (6) 
that a bond may be required of the taxpayer if the transfer of all the 
property in liquidation does not occur within the taxable year is 
continued under the provisions of the bill. 

Subsection (c) defines the plan which is required in a partial or 
complete liquidation. Present law does not define a plan of liquida- 
tion either in connection with section 112 (b) (6) or (7) or 115 (e). 
Under subsection (c), a distribution shall be considered made pursuant 
to a plan, if it is made subsequent to and in accordance with a resolu- 
tion by the shareholders or the board of directors providing for the 
termination of the business (or one of the businesses in a partial 
liquidation) and the transfer of a part or all of the assets in redemption 
of the stock. Subsection (c) further provides that any anticipatory 
specification of the time required to complete the distributions in 
partial or complete liquidation is irrelevant. Thus, if under a resolu- 
tion of the stockholders the complete liquidation of a corporation is 
determined to be made within 1 year and the liquidation in fact 
required a longer period (but not more than 3 years) such liquidation 
would not be ‘disqualified merely because of the specification of the 
1-year period in the resolution. The final provision in subsection (c) 
allows a distribution to qualify as a distribution in liquidation if it 
meets the requirements of this section regardless of any additional 
requirements of applicable corporate law. 

Subsection (d) defines inventory assets for the purposes of sub- 
chapter C. There is no comparable provision in existing law. Gen- 
erally, the definition is intended to include property which, under 
normal circumstances, would not be distributed in kind to share- 
holders. Paragraph (1) includes property which is includible in the 
inventory of the corporation if on hand at the close of the taxable 
vear. Paragraph (2) includes property held primarily for sale to 
customers in the ordinary course of business. 

Paragraph (3) includes rights to income which have not already 
been included in income by the corporation. A right to income may 
be, for example, a contract calling for a certain percentage of the 
profits of a business. If the value of this contract has not already 
been included in the income of the corporation, it is to be considered 
an inventory asset. This provision is intended to prevent the reali- 
zation on such property as being considered gain from the sale or ex- 
change of property. An exception is made to this provision for cases 
in which the rights to income arise by reason of sales subject to section 
333 (relating to sales of assets in connection with corporate liquida- 
tions). In such cases the rights to income would have been includible 
in income except for the provisions of section 333. Such rights are, 
however, includible in the income of shareholders upon liquidation 
pursuant to section 332 (c), and therefore will not be considered in- 
ventory assets. Your committee intends that all rights to future in- 
come shall, for the purpose of paragraph (3), be considered susceptible 
of valuation. 

Paragraph (4) includes property described in section 1231 (b) (re- 
lating te property used in the trade or business) but regardless of the 
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holding period requirement contained therein. However, if such 
— rty is held for more than 5 years (as determined by section 
1223), it shall not be considered an “inventory asset”’. 

Subsection (e) provides the definition of appreciated inventory for 
the purposes of this subchapter. Present law contains no similar 
provision. Paragraph (1) provides that apprec iated inventory con- 
stitutes inventory assets which, immediately prior to their distribu- 
tion, have a fair market value which is more than 20 percent of their 
adjusted basis and is more than 10 percent of the fair market valu 
of all other assets in the corporation. Thus, appreciated inventory 
assets will include only those which are considered to represent an 
appreciable part of the total assets of the corporation, and which 
have significantly appreciated in value. 

The method of determining the fair market value of inventory 
assets for the purpose of this subsection will vary depending upon the 
circumstances involved and the purpose of the section imposing t! 
tax under determination. For example, if a shoe store were in ce. 
dation, the fair market value of its inventory of shoes would depend 
upon factors, such as the current replacement value of the shoes 
and the price which could be obtained therefor from another retail 
store, as distinguished from the price which could be obtained from 
the regular customers of the store. Similar principles would apply in 
the case of wholesale distributors. However, in the case of an 
inventory asset which has been produced by the corporation which is 
now carrying it in inventory, the replacement cost is not eae. 
In this case, a profit for produci ing the item should be included in it 

value. Thus, the price it would bring from another producer, as 
distinguished from a distributor, would be relevant. For example, 
if a motion picture is in the inventory of its producer and it was pro- 
duced at a cost of $50,000, this cost is not determinative of its current 

ralue unless it includes the value of all materials and services used in 
or in connection with the making of the movie whether or not reim- 
bursement was made therefor, and the value which arises by reason 
of its market acceptability. Any profit which may be in the distribu- 
tion or exhibition of the movie, however, is not to be included in its 
present value. In general, it is desired to include in the value of an 
inventory asset its cost ine luding the profit proper to each producer or 
handler up to the time it becomes an inventory asset as defined in 
subsection (d). 

The final requirement for appreciated inventory as contained in 
paragraph (2) is that its adjusted basis in the hands of the corporation 
is less than the adjusted basis of the stock which is attributable to such 
assets. Unless this condition exists, the desired treatment of inven- 
tory assets will follow without the application of section 331 (e) (2) 
(relating to the computation of gain or loss in liquidation when appre- 
ciated inventory is received). The method of determining that portion 
of the adjusted basis of the stock with respect to which the inventory 
assets were received is also provided for in paragraph (2). Such por- 
tion is an amount which bears the same relation to the adjusted basis 
of all stock of the distributing corporation held by the shareholder 
which the fair market value of the inventory assets received by such 
shareholder bears to the fair market value of the total assets received 
by such shareholder. 

Subsection (f) of the bill contains a special rule regarding the appli- 
cation of the definition of appreciated inventory assets to distributions 
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in partial liquidation. It is herein provided that only the assets at- 
tl ribose to the business terminated shall be taken into consideration 
for the purpose of making the tests in section (e). Thus, if a corpora- 
tion has two businesses, and after te rminating one distributes the assets 

attributable to such termination, in order for any of the inventory 
assets received in a distribution in partial liquidation to be considered 
appreciated inventory assets, it is only the inventory assets attribut- 
able to (that is distributed as a result of) such termination which must 
have a fair market value more than 20 percent greater than their ad- 
justed basis, and such assets must have a fair market value greater 
than 10 percent of the fair market value only of all other assets 
attributable to the business terminated, 

In subsection (g) the bill defines a parent corporation for purposes 
of subchapter C. Your committee in this subsection has incorporated 
the definition of control contained in section 112 (h) of present law. 
A corporation controlling another in this manner will constitute a 
parent of such other. 

The final subsection in this section of the bill, subsection (g), defines 
for the purpose of subchapter C, a subsidiary as any corporation, the 
stock of which is owned by another corporation in the manner 
described in subsection (g). 


Part I]]—Corporate OrGaAnizations, AcQuisiTiIOoNs, AND SEPA- 
RATIONS 


Part III of subchapter (C) provides rules respecting corporate 
adjustments now treated as “‘corporate reorganizations” under section 
112 of the 1939 Code. The rules provided by your committee in 
part III are derived from section 112 (b) (3), (4), (5), and (11), 
section 112 (ce), (d), (e), section 112 (g) section 112 (h), section 112 (i), 
section 112 (k), and section 113 (a) (7) and (8) of the 1939 Code. 
In this connection, it should be noted, that a recapitalization of the 
corporate financial structure which may, under existing law constitute 
a “recapitalization” under section 112 (g) (1) (E) of the 1939 Code is 
treated under part I, at section 305. In addition, certain other con- 
cepts and terms which are found under existing law in section 112 do 
not appear in part IIT or elsewhere in your committee’s bill. Thus, the 
term “reorganization” as defined in section 112 (g) (1) of existing law is 
not utilized in part III. The provisions of section 112 (g) (1) (#), de- 
fining as a “reorganization” a ‘‘mere change in identity, form or place 
of organization, however effected”’ has been deleted as unnecessary. 
The term “party to a reorganization,” as defined in section 112 (g) 
(2) of existing law also does not appear in part IIT. The term ‘plan 
of reorganization” presently found in section 112 (b) (3) and section 
112 (b) (4) does not appear in part IIT, 

In general, part III is intended to provide rules relating to the 
transfer, without recognition of gain or loss at such time, of property to 
a corporation in connection with the organization of the corporation, a 
contribution of capital to such corporation, a separation of a part of 
the corporation and the acquisition of stock or property of the corpora- 
tion, wholly or partly for stock or securities. While the operative 
rules respecting transfers are provided in part III, such part does not 
contain operative rules relating to the distribution of property, stock, 
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or securities to shareholders. In this respect, the operative rules are 
provided in part I. Part III indicates by reference (in secs, 352 and 
353) those sections in which the distributions are treated. 

Your committee has carefully considered the application of the 
so-called court made rules such as the “‘business purpose’”’ doctrine, 
In this respect, the transactions dealt with in this part normally 
take the form of two basic steps. ‘Thus, in a corporate separation 
there may be (1) a transfer of property to a new corporation, and 
(2) a distribution of the stock of such corporation. It is your com- 
mittee’s intention, where a completed transaction consists of these 
two basic steps, that literal compliance with all the provisions upon 
which the statute conditions nonrecognition of gain or loss shall be 
sufficient to achieve the results there set forth. 

While your committee has not attempted to impose statutory safe- 
guards against all possible tax-avoidance schemes, it has indicated 
with considerably more detail than under existing law the various 
transactions which may be effected for the purpose of readjusting the 
corporate structure, together with their tax consequences and the 
manner in which these transactions are to be accomplished. In view 
of these specific rules, it is your committee’s intention that their inter- 
pretation shall not be influenced to any greater extent by what may 
appear to be the taxpayer’s motives or purposes than would the 
interpretation of other provisions of the code. 

Section 351. Transfer corporation controlled by transferor 

Section 351 corresponds in general to section 112 (b) (5) of the 
1939 Code. No change in present law is intended by your com- 
mittee as respects the basic purpose of this section. Accordingly, 
there are set forth rules permitting the transfer to a corporation 
controlled by the transferor or transferors, without recognition of 
gain or loss at such time, of property for the purpose of the organiza- 
tion of the corporation or the transfer to it of property as a contribu- 
tion to capital. Certain material changes, however, have been made 
in the application of the principle of section 112 (b) (5). Of these, 
the most important is the elimination in section 351 of the so-called 
“proportionate interest’”’ test. 

Subsection (a) of section 351 sets forth the general rule of the 
section in which it is provided that no gain or loss shall be recognized 
if property is transferred to a corporation by one or more persons 
solely in exchange for stock or securities in such corporation, and 
immediately after the exchange, such person or persons are in control 
of the corporation. For the purpose of section 351, stock or securities 
issued for services shall not be considered as issued in return for 
proper ty. 

Certain exceptions to the application of section 351 are provided in 
subsection (a). For example, a transfer of property subject to a 
liability in excess of its adjusted basis to the transferor will result in 
a gain as provided in section 356. In addition, section 351 is not 
applicable to transfers otherwise qualifying under section 359 (c) 
(relating to corporate acquisitions of property) or section 359 (d) 
(relating to corporate separations). 

The basic change from present law made by your committee in 
section 351 is the elimination of the so-called ‘ ‘proportionate interest” 
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test. This requirement, which appears in section 112 (b) (5) of the 
1939 Code, permits nonrecognition of gain and loss only if the stock 
and sec vurities received by each transferor are “substantially in 
proportion” to the interest of such transferor in the property prior 
to the exchange. This requirement, which, if unsatisfied, serves 
to vitiate the tax-free nature of the entire transaction, caused con- 
siderable uncertainty in its application. In eliminating the pro- 
portionate interest test, your committee intends that no gain or 
loss will be recognized to a transferor transferring property to a 

poration under section 351, irrespective of any disproportion of 
t e amount of stock or securities received by him as a result of the 
transfer. ‘Thus, if M and N each owning property having a value 
of $100 transfers such property to a newly formed corporation X, 
and M receives all of the stock, such transaction would not be subject 
to tax under section 351. ‘To the extent, however, that the existing 
disproportion between the value of the property transferred and the 
amount of stock or securities received by each of the transferors 
results in an event taxable under other provisions of this code, your 
committee intends that such distribution will be taxed in accord- 
ance with its true nature. For example, if individuals A and B, 
father and son, organize a corporation with 100 shares of common 
stock and A transfers property worth $80 in exchange for 20 shares 
of stock, while B transfers property worth $20 to the corporation in 
exchange for 80 shares of stock, no gain or loss will be recognized 
under section 351. If, however, it is “determined that in fact A has 
made a gift to B, it is your committee’s intention that such gift would 
be subject to tax under the provisions of section 2501 and following. 
Similarly, if in the preceding example, B had rendered services to A 
and the disproportion in the amount of stock received constituted, in 
effect, the payment of compensation by A to B, it is your committee’s 
intention that such compensation will be appropriately taxed. B 
will be taxable upon the fair maket value of the 60 shares of stock 
received in excess of that received in exchange for his property as an 
amount received as compensation for services rendered, and A will 
realize gain or loss upon the difference between the basis of the 60 
shares of stock in his hands and its fair market value. 

No statutory counterpart exists in section 112 (b) (5) of the 
1939 Code for the last sentence of subsection (a) of section 351 
which provides that for the purpose of section 351 stock or secur- 
ities issued for services shall not be considered as issued in return for 
property. In accordance with this provision, such stock or securities 
received by a person who has rendered or will render services to the 
transferee corporation would be fully taxable as compensation upon 
receipt. Your committee does not intend, however, to vitiate the 
remaining portion of the transaction, through application of this 
provision. 

Subsection (a) also excludes from the operation of section 351 
transfers qualifying under section 359 (c) (relating to corporate 
acquisitions of property) and section 359 (d) (relating to corporate 
separations). As a result of this provision the overlap presently 
existing between sections 112 (b) (5), 112 (g) (1) (C) and 112 (g) (1) 
(D) of « existing law is eliminated. Thus, to the extent that a transfer 
qualifies as either a corporate acquisition of property or a corporate 
separation, the tax consequences will be treated in the sections 
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relating thereto. For example, a transfer by a corporation of property 
to a new corporation in exchange for all of its stock, thus creating a 
new subsidiary of the transferor corporation is described in section 
359 (d). Similarly, where a corporation transfers all of its property 
to another corporation in exchange for all of the stock of the acquiring 
corporation, such transaction is described in section 359 (c). Section 
351 would have no application in either of the foregoing cases. 

Subsection (b) of section 351 is derived from, and corresponds to, 
that portion of section 112 (ec) (1) and (e) of the 1939 Code which 
relates to distributions of money or other property in connection with 
a transfer to a controlled corporation. Your committee intends no 
change in the application of subsection (b) from the application of 
section 112 (c) (1) and (e) of existing law. As under present law, 
no loss from the exchange shall be recognized. 


Section 352. Distributions to shareholders and security holders in statu- 
tory mergers and consolidations and in corporate acquisitions 

Section 352 corresponds in function and is derived from that portion 
of section 112 (b) (3) of the 1939 Code, which relates to statutory 
mergers, ‘conaciidadione and corporate acquisitions. Certain mate- 
rial changes, however, have been made by your committee. Thus, 
the specific requireme ‘nt of an exc hange as a condition to tax-free 
treatment under section 112 (b) (3) has been eliminated. Similarly, 
the requirement that the stock received be received pursuant to a 
“plan of reorganization” does not appear in section 352. The term 
“party to a reorganization” is also not used. Moreover, the treat- 
ment of securities received is specifically provided for by reference in 
section 352 to section 306. 

Subsection (a) of section 352 sets forth the general rule that the 
amount of income includible by, and the recognition of gain or loss to, 
a shareholder or security holder who receives a distribution of stock 
or property in connection with a statutory merger or consolidation 
described in section 354 (b), a corporate acquisition of stock described 
in section 359 (b) or a corporate acquisition of property described in 
section 359 (c) shall be determined under section 305 with respect to 
distributions of stock and under section 306 with respect to distribu- 
tions of securities and property as though such distributions were 
received by him as a shareholder or security holder of the corporation 
issuing the stock. Accordingly, provided a transaction qualifies as a 
statutory merger or consolidation of publicly held corporations, a 
corporate acquisition of property or a corporate acquisition of stock, 
the tax consequences of the receipt by a shareholder of a corporation, 
the stock or property of which was acquired, are intended to be the 
same as if the distributing corporation immediately prior to the 
transaction had made the distribution directly of its own stock, 
securities or other property. For example, if corporation A acquires 
all of the properties of corporation B, and such transaction qualifies 
as a corporate acquisition of property under section 359 (c), the 
receipt of stock of corporation A by the shareholders of corporation B 
is treated as if such shareholders were shareholders of corporation <A. 
In such case, the rules of section 305 are applicable and no taxable 
event would occur by reason of the distribution (except where under 
section 305 (c) the distribution of stock would be treated as a distri- 
bution in lieu of money). 
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In this connection it should be noted, that the foregoing result 
occurs even though the distribution of stock of corporation A is not 
made to the shareholders of corporation B in proportion to their hold- 
ings of stock in such corporation immediately prior to the transaction, 
If, in fact, as a result of the transaction, a gift has been made, or com- 
pensation has been paid, such items will be taxed directly under other 
provisions of this code. | 

Distributions of securities, money or other property as “‘boot” are 
similarly integrated with part I of this subchapter. For example, if 
corporation C acquires all of the stock of corporation D, and such 
transaction qualifies as a corporate acquisition of stock under sec- 
tion 359 (b), the receipt by the shareholders of corporation D of money 
or other property of corporation C will be treated through application 
of section 306 as if the recipients were shareholders of corporation C, 

It is intended in this respect to correlate the treatment of such 
“hoot” distributions to shareholders, presently contained in section 
112 (c) and (e) of the 1939 Code, with other distributions of money 
or other property made directly by a corporation to its shareholders. 
Your committee thus intends to eliminate the inconsistencies existing 
under present law, between the operation of section 115 (a) and 
112 (ec) and (e). The manner in which this occurs is described in the 
discussion under section 306. In this connection, it may be observed 
that under section 306, securities, if distributed by the acquiring 
corporation to shareholders of the transferor, are considered (except 
to the extent other securities are surrendered as part of the trans- 
action) as “other property” and therefore, are taxable as “‘boot” in 
the same manner. 

In any case in which property or stock of one corporation is acquired 
by another, and the transaction does not qualify for tax free treatment 
under the rules of section 352, such transaction will be taxable depend- 
ing on its true nature. Thus, in the case of a corporate acquisition 
of stock which fails to qualify under section 359 (b), such transaction 
would be taxable as an exchange to the exchanging shareholders. In 
the case of a corporate acquisition of property which fails to qualify 
under section 359 (c) and is not within the provisions of section 
354 (b), such transaction would be taxable to the transferor corpo- 
ration as an exchange of property and to the shareholders of the 
transferor either as a corporate distribution of property under section 
301, or as a distribution in redemption under section 302, or as a 
distribution in liquidation under part IJ. For example: Corporation 
A acquires one-half of the properties of corporation B in exchange for 
stock of corporation A. Such stock is distributed to the shareholders 
of corporation B, but corporation B is not liquidated. In such case, 
the transfer of the properties of corporation B to corporation A is 
taxable to corporation B. The subsequent distribution to the share- 
holders of corporation B of corporation A stock is a distribution of 
property subject to section 301. If in the above example, corporation 
B liquidated in a liquidation qualifying as a complete liquidation 
under section 336, the taxation of the corporation A stock to share- 
holders of corporation B and of the other property received would be 
subject to the rules of part II of this subchapter. 

The last sentence of subsection (a) provides that for the purpose of 
determining the extent to which a distribution is made out of earnings 
and profits, reference shall be made only to the earnings and profits 
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of the corporation the property or stock of which was acquired. Your 
committee intends by this sentence to provide rules determining the 
extent to which a distribution made incident to the corporate acqui- 
sition would constitute a dividend within the meaning of section 
301 (b) and section 312 (a). 


Section 353. Distributions to shareholders and security holders of st 
and securities controlled corporations 

Section 353 corresponds to that portion of section 112 (b) (3) of the 
1939 Code which relates to “divisive reorganizations” including 
corporate “‘split-ups,”’ “split-offs’” under existing law and to section 

12 (b) (11) of such code relating to corporate “‘spin-offs.” Section 
353 is also directly related to section 359 (d) of subchapter (C) 
defining corporate separations and therefore in this respect is derived 
from section 12 (b) (1) (D) of existing law. 

Certain material changes have been made by your committee in 
section 353 in respect of the transactions to which section 112 (b) (3), 

112 (b) (11) and 112 (g) (1) (D) are presently relevant. Thus, the 
on neces c ‘ontained in section 112 (b) (3) to ‘‘a plan of reorganization’ 
and to a “‘party to a reorganization” do not appear in section 353, 
Particularly to be noted is the elimination under section 353 of the 
specific requirement of an exchange of stock or securities. In general, 
complete correlation is intended to be achieved with respect to the 
tax treatment of corporate separations, whether these are accomplished 
without exchange of stock as a corporate “spin-off,’”’ with an exchange 
of all of the stock, as a corporate “split-up”’ or with exchange of part 
of the stock, as a corporate ‘‘split-off.”” Under section 353, differences 
of this nature are not material to the characterization of the 
transaction. 

Of considerable importance under section 353 is the authority 
granted for the distribution of stock of a controlled corporation, with- 
out tax consequences at such time, even though the distribution of 
such stock is not made in proportion to the holdings of the participating 
stock of the distributing corporation. Moreover, under section Pe 
it is no longer necessary as a condition to a corporate “spin-off”’ t 
form a holding company of the corporation the stock of which is 
distributed. It is sufficient that the stock distributed (under the 
circumstances prescribed) be stock of a corporation controlled (within 
the meaning of section 359 (e)) by the corporation making the 
distribution. 

Subsection (a) of section 353 sets forth the general rule that the 
amount of income includible by, and the recognition of gain or loss to, 
a shareholder or security holder receiving a distribution of stock or 
securities of a corporation controlled by the corporation making the 
distribution shall be determined under section 305 with respect to 
distributions of stock, and under section 306 with respect to distribu- 
tions of securities as ‘though the stock or securities distributed were 
the stock or securities of the distributing corporation. Certain 
specific limitations upon the application of this general rule are set 
forth in paragraphs (1) and (2) and the remainder of subsection (a). 

Your committee intends, by the general rule under subsection (a), 
to provide the same treatment with respect to distributions of stock 
or securities as is provided in the case of such distributions made in 
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connection with corporate acquisitions under section 352. The 
operation of this treatment is described in the discussion under 
section 352. If money or other property is received in connection 
with a distribution under section 353, the treatment of such money 
or other property as “boot” is prov ided in section 306. 

The limitations upon the application of section 353 are as follows: 

Paragraph (1) requires that in order for the transaction to qualify 
under section 353, the distributing corporation must distribute all of 
the stock and securities of the controlled corporation. 

Paragraph (2) requires that in order for subsection (a) to be applic- 
able a shareholder or security holder receiving a distribution pursuant 
to section 353 must comply with the provisions of subsection (c) of 
section 353 with respect to the filing of an agreement advising the 
Secretary or his delegate of a subsequent disposition of the stock 
received. 

The last sentence of subsection (a) provides that such subsection 
shall not apply to a distribution of stock or securities of a controlled 
corporation which was acquired by the distributing corporation within 
5 years preceding such distribution in a transaction to which section 
351 (relating to transfers to controlled corporations), is applicable. 

Provided the above limitations are satisfied, the effect of section 
353 (subject to certain consequences described in subsection (b)) is to 
permit without concurrent recognition of gain or loss the distribution 
by a corporation to its shareholders of stock of a corporation controlled 
by the distributing corporation. As a result of this treatment, it 
is no longer necessary for the distributing corporation to form a 
holding company to effect the distribution. Moreover, no restriction, 
as respects the act of distribution, is placed upon the nature of the 
activities of the corporation, the stock of which is distributed. In 
this respect, your committee intends to change present law relating 
to corporate “spin-offs” under section 112 (b) (11). 

Since a distribution of stock made pursuant to section 353 qualifies 
for treatment as stock of the distributor under section 305 (relating 
to stock distributions generally), the application of that portion of 
the so-called continuity of interest doctrine or other authority (which 
may require a distribution of stock in a corporate separation to be 
made in proportion to the respective holdings of participating stock 
of the distributor) is no longer relevant. ‘Thus, under section 353 
and section 305 stock of controlled corporations may be distributed 
non pro rata shareholders or groups of shareholders of the distributor. 
An example of this type of distribution would be a divisive split-up 
of a corporation, through the distribution of stock of two new con- 
trolled corporations, to which all of the assets of the original corpora- 
tion had been transferred, made pursuant to an anti-trust decree. 
Similarly, if two individuals, A and B jointly form a corporation and 
later wish to operate independently as corporations, this may be ac- 
complished under section 353 through the formation of two new 
subsidiary corporations pursuant to section 359 (d) and the distribu- 
tion of the stock of each separately to A and B. 

The rules of section 353 apply equally with respect to the distribu- 
tion of stock of a newly created subsidiary, or an existing subsidiary, 
whether such subsidiary was previously acquired i in a taxable or tax- 
iree transaction. 
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In the case of a distribution of stock which does not qualify under 
section 353, such distribution will be taxed under section 302 or 301 
depending upon the nature of the transaction. 

Subsection (b) of section 353 prescribes rules relating to tax treat- 
ment accorded upon the subsequent disposition of stock acquired in a 
transaction to which subsection (a) is applicable. While your com- 
mittee intends generally in section 353 to permit freedom in the dis- 
tribution of stock of controlled corporations, subsection (b) is included 
in the bill to insure that tax avoidance will not result by reason of a 
later disposition of the stock so acquired. 

Thus, if as a result of a distribution to which subsection (a) is ap- 
plicable, any person who was a shareholder or security holder of the 
corporation prior to the distribution receives a distribution, or holds 
stock, of an “inactive corporation” then (except as provided in sec- 
tion 303 (relating to distributions in redemption of stock to pay death 
taxes)): (1) any amounts received within a period of 10 years from 
the date of such distribution, or (2) any amounts received within such 
period as distributions from such corporation shall be includible in 
the income of the recipient without regard to the amount of the earn- 
ings and profits of such inactive corporation. 

Your committee intends subsection (b) to have broad application 
as respects any amounts received upon disposition or as a distribution 
from an inactive corporation. Thus, the sale of the stock of an 
inactive corporation will produce ordinary income to the full extent 
of the proceeds of such sale. A similar result will be reached if the 
inactive corporation is liquidated. In addition, in this case, the 
distribution from an inactive corporation. Thus, the sale of the stock 
of an inactive corporation will produce ordinary income to the full 
extent of the proceeds of such sale. A similar result will be reached 
if the inactive corporation is liquidated. In addition, in this case, the 
rules relating to corporate liquidations contained in part II of this 
subchapter will have no application and the shareholder receiving the 
proceeds of the liquidation will be taxable at ordinary income tax 
rates to the full extent of the fair market value of the property received 
as a result of the liquidation. A redemption of any of the stock of the 
inactive corporation will be treated in the same manner. Examples 
of other types of disposition to which paragraph (1) would be appli- 
cable are the pledge of the stock of such inactive corporation for 
money or other property without personal liability with respect to 
the pledgor, or the transfer of such stock in satisfaction of a liability 
of the owner. The merger or other disposition of such stock in a 
transaction qualifying under section 352 would constitute a disposition 
within the meaning of subsection (b). 

Paragraph (2) of subsection (b) provides that any distribution 
received from the inactive corporation shall be taxable as a dividend 
without regard to the earnings and profits of such corporation. This 
paragraph would apply to distributions made in money or other 
property of such inactive corporation. 

Subparagraphs (A) and (B) indicate the person with respect to 
whom the rules of subsection (b) are applicable. Thus, under sub- 
paragraph (A) of paragraph (1) it is made clear that subsection (b) 
applies to the shareholder or security holder receiving the distribution 
of wr corporation or holding such stock as a result of the dis- 
tribution. 
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Subparagraph (B) of paragraph (1) provides that subsection (b) 
shall also be applicable to any person whose basis is determined as a 
transferred basis from the prior owner. 

Under clause (i), subparagraph (B) is made applicable to a person 
whose basis is determined by reference to the shareholder or security 
holder receiving or holding stock of an inactive corporation as a result 
of the distribution. Thus, the donee, by intervivos gift, of such stock 
would be treated as the donor. 

Clause (ii), of subparagraph (B) provides that the rules of subsee- 
tion (b) shall be applicable to a person whose basis for the stock is 
determined by reference to the fair market value of the stock of the 
inactive corporation on the date of death of the shareholder or security 
holder holding or receiving stock of the inactive corporation as a result 
of the distribution. Thus, a person acquiring such stock by inherit- 
ance would be treated under subsection (b) the same as the original 
distributee or holder. 

Clause (iii) of subparagraph (B) makes clear that a person holding 
stock of an inactive corporation who received such stock as a gift 
from a person who received such stock by inheritance from the 
original distributee or holder would be treated as the original dis- 
tributee or holder. 

Subsection (b) also sets forth the period within which the rules of 
this subsection will be applicable. In general, it is provided for 
application of such rules of 10 years from the date of the distribution 
of the stock of a controlled corporation. However, an exception 
to the period of 10 years is provided in the last sentence of subsection 
(b), if, at the time of the distribution or disposition of the stock of 
the inactive corporation, 90 percent or more of the gross income of 
the corporation had been, for each of the 5 preceding taxable years, 
other than personal holding company income as defined in section 
543. In this case, the rules of subsection (b) would not be applicable, 
and the rules relating to the disposition of stock otherwise provided 
in this subtitle shall be applicable. 

Subsection (b) applies to a person who either holds or receives stock 
of an inactive corporation as a result of a distribution under section 
353. For example, if corporation X, the business of which is in part 
operating and in part investment, forms a subsidiary and transfers to 
it its investment portfolio, thereafter distributing the stock of such sub- 
sidiary to its shareholders the recipient of such stock would be deemed 
to hold stock of an inactive corporation. If in lieu of the previous 
transaction, assets of the active portion of the business of corporation 
X are transferred to a newly created subsidiary and such stock dis- 
tributed to shareholders, stock in corporation X would constitute 
stock in an inactive corporation within the meaning of this section. 

Subsection (c) of section 353 defines the term “inactive corporation” 
for the purpose of section 353. As defined, such term means any 
corporation, unless for a 5-year period the conditions set forth in 
paragraphs (1), (2), and (3) are met, or unless the corporation qualifies 
for the exception set forth in the remaining portion of subsection (c). 

Paragraph (1) of subsection (c) requires that the business of the 
corporation must have been held directly or indirectly by the dis- 
tributing corporation (referred to in subsection (a)) for (or subsequent 
to the distribution by the corporation the stock of which was distrib- 
uted) for such 5-year period. Thus, the transfer to a newly created 
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subsidiary of a portion of its business and the distribution of such 
stock ef such subsidiary to the shareholders of the parent corporation 
would not qualify under paragraph (1) unless such assets constitute 
an operating business held by the distributor for 5 years preceding 
the distribution or, if the business was not so held, unless the sub- 
sidiary corporation was held by the distributees for a period which, 
when aggregated with the period the business was held by the dis- 
tributor, equals 5 years. 

Paragraph (2) of subsection (c) requires that separate books and 
records must have been maintained by the distributor corporation for 
the business distributed during such 5-year period. Thus, the trans- 
fer of operating assets by a parent corporation to the newly created 
subsidiary would not qualify under subsection (c) unless separate 
books and records have been maintained for business distributed 
either during the period prior to the time of transfer or subsequent to 
the time of transfer for an aggregate period of 5 years. 

Paragraph (3) of subsection (c) requires that 90 percent or more of 
the gross income of such business for each year of such five year 
period be other than personal holding company income as defined in 
section 543. 

The last portion of subsection (¢) provides an additional limitation 
upon the definition of the term “inactive corporation”. Under this 
exception, it is provided that in any case in which a shareholder 
receives, in exchange for his entire interest in the corporation making 
the distribution, stock of a corporation the business of which was 
transferred by such shareholder to such distributing corporation in a 
transaction in which no gain or loss was recognized, and 90 percent 
of the gross income of such business for each of the immediately pre- 
ceding 5 years, or for each year of its existence, whichever period is 
shorter, was other than personal holding company income (as defined 
in sec. 543) the corporation the stock of which was so distributed shall 
not be deemed to be an inactive corporation. 

Your committee intends by this provision to insure that persons 
owning business may transfer such business to a corporation in a tax- 
free transaction and reacquire such assets without the restrictions as 
respects the 5-year period which would otherwise result if the corpo- 
ration is an “inactive corporation”. ‘Thus, if A and B, individuals, 
transfer each of their separate businesses to a new corporation X in 
a transaction in which no gain or loss is recognized under section 351 
and one year after such transfer, A and B desire to reacquire their 
interests in the business owned by them prior to the transfer this may 
be accomplished by the formation of a new subsidiary with respect 
to either or both of the operating businesses and the distribution of the 
stock of either or both of such businesses directly to the persons who 
owned them prior to the transaction. 

Subsection (d) relates to the filing of the agreement referred to in 
paragraph (2) of subsection (a). Your committee, by this subsection, 
intends to implement the administration of section 353 by providing 
the Secretary or his delegate with sufficient information so that noti- 
fication will be given at the time of any disposition of the stock of an 
inactive corporation. 

Under subsection (d), a shareholder or security holder receiving & 
distribution of stock or securities of an inactive corporation (or holding 
such stock or securities as a result of a distribution eligible for the 
benefits of sec. 353) shall agree in writing to notify the Secretary or 
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his delegate of any disposition of stock or securities of such corporation 
within a 10-year period from the date of such distribution. Your 
committee intends that the requirement of notification during any 
part of the 10-year period in which the distributed corporation c hanges 
its characteristics from inactive to active shall be required or not 
required, as the case may be, within the discretion of the Secretary or 
his delegate. For example, a shareholder receiving stock of an inactive 
corporation which thereafter ceases to be an inactive corporation 
5 years subsequent to the distribution may, within the discretion of 
the Secretary or his delegate, not be required to file the notification 
otherwise re quired under this subsection. 

The final sentence of subsection (d) provides that if, upon any dis- 
position of stock or securities of an inactive corporation, the notifies 
tion referred to in this subsection is not filed, the provision, of sec Pr 
6501 (relating to the statute of limitations) shall not be applicable 
with respect to any amount of tax attributable to such disposition, 
Thus, a disposition of stock of an inactive corporation with respect 
to the agreement provided in subsection (d) was filed, but the noti- 
fication was not filed, shall be taxable, as to the proceeds received as 
income at any time in which such tax is assessed, irrespective of the 
provisions of section 6501. 


Section 854. Recognition of gain or loss to corporations in corporate 
acquisitions and separations 

Section 354 which corresponds generally to section 112 (b) (4) of the 
1939 Code, prescribes rules for tax treatment, at the corporate level, 
of transfers of property by one corporation to another corporation 
pursuant to a corporate acquisition of property described in section 
359 (c), @ corporate separation described in section 359 (d), and statu- 
tory mergers or consolidations described in section 354 (b). This 
section also involves section 112 (d) of existing law (relating to tax- 
ation to the corporation of “boot’’). While no basic change is in- 
tended by your committee in the operation of section 354 as com- 
pared with section 112 (b) (4) of existing law, certain differences exist 
in connection with the tax treatment, at the corporate level, of “boot’’ 
distributions of other property or money. 

Subsection (a) of section 354, which sets forth the general rule of 
section 354, provides that no gain or loss shall be recognized to a 
corporation which transfers property to another corporation in con- 
nection with a corporate acquisition of property or a corporate separa- 
tion as described in paragraphs (1) and (2) of subsection (a). 

Paragraph (1) provides that the general rule of subsection (a) 
applicable if the transfer is made in pursuance of a corporate acquisi- 
tion of property described in section 359 (c). In such case the con- 
sideration for the transfer may be stock, securities, or property of the 
acquiring corporation. Inclusion under paragraph (1) of rules author- 
izing the transfer by the acquiring corporation to the transferor of 
securities or property represents a change from existing law under 
~ a 112 (b) (4) insofar as such provision relates to section 112 

(1) (C) of the 1939 Code. Thus, if property is transferred by the 
sae corporation under existing law, the transaction does not 
qualify as a “reorganization” under section 112 (g) (1) (C). A 
similar rule applies if securities are transferred by the acquiring 
corporation in connection with such transaction. 
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Although, under section 359 (c), the acquisition of 80 percent of 
the fair market value of the properties of the transferor must be made 
solely for participating stock, if more than 80 percent of the value of 
such properties are thus acquired, the consideration for such excess 
may be property or securities in addition to stock, i. e., “boot.” Since 
however, the transferor corporation must be liquidated under section 
359 (c) pursuant to the transfer, any ‘‘boot’’ received by the transferor 
corporation must, under paragraph (1), be distributed to shareholders 
and taxed at such time under the rules of section 306. Accordingly, 
while no specific counterpart to section 112 (d) of existing law appears 
in subchapter C, the operation of paragraph (1) in conjunction 
with the requirement of liquidation of the transferor corporation 
contained in section 359 (c) (2) insures that any money or property 
received or not transferred in connection with the transaction may 
not be retained by the transferor but will be distributed to the share- 
holders. In such case the provisions of section 112 (d) (2) are no 
longer necessary. It is to be noted that to the extent securities of the 
acquiring corporation are distributed to shareholders of the transferor, 
such securities, subject to the limitations of section 306, are considered 
as “boot” and taxed similarly. 

Paragraph (2) of subsection (a) provides that no gain or loss shall 
be recognized in the case of the receipt of stock or securities by the 
transferor corporation if the transaction otherwise qualifies as a 
corporate separation as described in section 359 (d). This section in 
general corresponds to section 112 (b) (4) of existing law, except that 
the distribution of money or other property is not permitted at the 
corporate level. If pursuant to a corporate separation, such other 
money or property is transferred, the entire transaction becomes 
taxable. It is to be noted in this connection that while the receipt by 
the transferor corporation of the securities is not, under paragraph 
(2), taxable at the corporate level, the distribution of such securities 
may be taxable depending upon the application to such distribution 
of section 306. 

Subsection (b) of section 354 provides rules permitting the acquisi- 
tion without recognition of gain or loss of the property of one publicly 
held corporation by another publicly held corporation pursuant to a 
statutory merger or consolidation. This section corresponds in part 
to section 112 (b) (4) of the 1939 Code and relates in addition to 
section 112 (g) (1) (A) of such code, except that its application 
is limited to cases involving publicly held corporations as defined 
in section 359 (a). The rules of subsection (b) are applicable, in 
the case of a merger of two publicly held corporations, and in the 
case of a consolidation of two or more publicly held corporations 
into a new corporation. In order to qualify for nonrecognition of 
gain under subsection (b) it is necessary that the shares of stock of 
the corporation transferring property which are entitled to vote with 
respect to such merger or consolidation are exchanged for stock of 
such publicly held corporation or such new corporation in a number not 
less than that which is required by applicable law to approve such 
merger or consolidation. 

Your committee intends by this section to provide that in the case 
of publicly held corporations, a merger or a consolidation may be 
effected by complying as indicated above with the State law applicable 
to such transaction. The distribution of securities, money or other 
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property distributed to shareholders or security holders in connection 
with such transaction, will, pursuant to section 353, be taxed to such 
persons in accordance with the rules set forth in section 306. 

In this connection, it is to be emphasized that while no rules are set 
forth in section 354 providing for nonrecognition of gain or loss merely 
by reason of the statutory merger or consolidation of corporations 
which are not publicly held, your committee intends to permit tax-free 
treatment, in such cases, provided the specific requirements of section 
359 (ce), relating to corporate acquisitions of property, are complied 
with. Thus, if two corporations, not publicly held, merge pursuant 
to State law, the tax treatment of such transaction will depend upon 
the rules of section 359 (c). A merger of two publicly held corpora- 
tions, not effected under State law may also be tax free provided the 
conditions of section 359 (c) are otherwise satisfied. 

Section 855. Basis to corporation—corporate organizations, acquisitions 
and separations 

Section 355, corresponding generally to section 113 (a) (7) and 
section 113 (a) (8) of the 1939 Code, provides rules respecting the 
basis of property acquired in connection with a corporate organi- 
zation, corporate acquisition of property or stock and a corporate 
separation, or as paid-in surplus or as a contribution to capital. 
While the rules provided in section 355 are generally the same as 
those provided in section 113 (a) (7) and (8), a special rule is in- 
cluded changing existing law, as respects the basis of stock acquired 
in connection with a corporate acquisition of stock as described 
in section 359 (b). In addition, under subsection (c), a new provision 
has been added relating to contributions of capital in certain cases 
by persons other than shareholders. 

Subsection (a) of section 355 provides that if property was acquired 
after December 31, 1953, by a corporation in connection with a trans- 
action described in: (A) section 351 (relating to transfers to a con- 
trolled corporation), (B) section 359 (c) (relating to corporate 
acquisition. of property), (C) section 359 (d) (relating to corporate 
separations), and (D) section 354 (b) (relating to statutory mergers 
and consolidations of publicly held corporations) or as paid-in surplus 
or as a contribution to capital, then the basis shall be the same as it 
would be in the hands of the transferor, increased in the amount of 
gain recognized to the transferor upon such transfer. The reference 
to loss contained in section 113 (a) (7) and 113 (a) (8) of existing law 
does not appear in section 355. Except with respect to subsections (b) 
and (c), the operation of this section is intended to correspond to that 
provided in section 113 (a) (7) and 113 (a) (8). 

Subsection (b) of section 355 changes present law as to the basis of 
stock acquired in connection with a corporate acquisition of stock. 
Under existing law, the basis of stock acquired in connection with 
the acquisition of stock in a transaction ruditving as a reorganization 


under section 112 (g) (1) (B) of the 1939 Code is the same as the 
basis of such stock in the hands of the transferring shareholders. 
Your committee has changed this rule in subsection (b). Thus, 
if all or a part of the stock of a corporation was acquired after De- 
cember 31, 1953, by another corporation in exchange for partici- 
pating stock in connection with a corporate acquisition of stock, as 
defined in section 359 (b), then the basis of the stock in the hands 
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of the acquiring corporation shall be an amount which would be equal 
to the aggregate of the basis of the assets of the corporation, the stock 
of which was acquired, if similar part of the assets of such corporatio: 
had been acquired in a corporate acquisition of property, as defined 
in section 359 (c). 

As a result of the application of the foregoing rule, upon the subse- 
quent immediate liquidation of the corporation, the stock of which is 
acquired, the basis of the property in the hands of the acquiring corpo- 
ration will be the same whether the assets were acquired directly 
pursuant to section 359 (c) or in connection with a corporate acquisi- 
tion of stock pursuant to section 359 (b). It is to be noted, in this 
connection, that whereas certain important changes have been made 
in connection with the liquidation of a subsidiary as indicated in 
part II of subchapter C, no complete equivalent to section 112 (b) (6) 
of the 1939 Code exists. It is provided, however, in section 331 (c) 
that in any case in which the subsidiary, the stock of which was 
acquired pursuant to section 359 (b) is liquidated, no loss shall be 
recognized with respect to the excess of the basis of the assets in the 
hands of the subsidiary over their fair market value. Accordingly, 
upon liquidation of a subsidiary by its parent after acquisition of 
stock of such subsidiary in a transaction under section 359 (b), the 
basis of such assets will be similar to that now provided under section 
112 (b) (6) of existing law. 

Subsection (c) has no counterpart under existing law and provides 
rules respecting situations similar to that which have occurred in the 
decision in Brown Shoe Co. v. Commissioner (339 U.S. 583), where 
property was contributed to a corporation by persons other than its 
shareholders in their capacity as shareholders. 

In such case, paragraph (1) of subsection (c) provides that if prop- 
erty, other than money, is acquired by a corporation after the date 
of enactment of this title as a contribution to capital and is not con- 
tributed by a shareholder as such, then the basis of such property 
shall be zero. 

Paragraph (2) of subsection (c) provides that if money is received 
by a corporation, after the date of enactment of this title as a contri- 
bution to capital and such money is not contributed by a shareholder 
as such, then the basis of any property acquired with such money 
during the 12 months’ period beginning on the day the contribution 
is received shall be reduced by the amount of the contribution. The 
excess (if any) of the amount of such contribution over the amount 
of the reduction under the preceding sentence shall be applied to the 
reduction (as of the last day of the period specified in the preceding 
sentence) of the basis of any other property held by the taxpayer. 
The particular properties to which the reductions required by this 
paragraph shall be allocated, shall be determined under regulations 
prescribed by the Secretary or his delegate. The determination of 
whether property or money under paragraph (1) or (2) is made as a 
contribution to capital shall be made in accordance with the nature 
of the transaction. 

Subsection (d) of section 355 provides that this section shall not 
apply to any property (including money) to which section 1015 (a) 
tealating to gifts) applies. Thus, if a person makes a donation of 
property or money as a gift to a corporation, the rules of subsection 
(c) would not be applicable. 
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Section 356. Assumption of liability 

Section 356 relating to the treatment of an assumption of liability 
or the acquisition of property subject to a liability corresponds to 
section 112 (k) of existing law. Thus, under the general rule of 
section 356, the amount of a liability assumed or acquired by a tax- 
payer in transaction described in section 356, shall neither constitute 
other property or money, i. e., “boot,” within the meaning of section 
306, nor otherwise serve to vitiate the tax free nature of any of the 
transactions so described. It is to be noted however that the transfer 
of a liability may, as under existing law, and section 307 serve to 
reduce basis of property in the hands of the transferor. 

Paragraph (1) provides that if the assumption of the liability occurs 
for a tax avoidance purpose, then the general rule described above 
shall not apply. In such case, the amount of the liability assumed is 
considered as money rec ceived by the taxpayer upon the exchange. 
Where such a tax avoidance purpose exists, the total amount of the 
liabilities assumed will be considered as money received by the tax- 
payer and not merely a particular liability with respect to which the 
tax avoidance purpose existed. This change is intended merely to 
clarify existing law. 

Section 356 has also been made applicable to section 1036 (a), a 
new section relating to certain exchanges of insurance policies. 

Paragraph (2) of section 356 which has no counterpart under the 
1939 Code, provides that if in an exchange to which section 351 
(relating to transfers to a controlled corporation) or section 359 (d) 
(relating to corporate separations) is applicable, the liabilities assumed, 
or the habilities to which the property is subject, exceed the total of 
the adjusted basis of the property transferred pursuant to such 
exchange, such excess shall be considered as gain from the sale or 
exchange of a capital asset. Thus, if an individual transfers, under 
section 351, property having a basis in his hands of $20,000 but 
subject to a mortgage of $50,000, to a corporation controlled by 
him, such individual will be subject to tax at rates applicable to the 
sale of capital assets with respect to $30,000, the excess of the amount 
of the liability over the adjusted basis of the property in the hands 
of the transferor. 

It is to be noted in this connection that tax at capital gains rates 
is imposed even though the assets to which the liabilities are subject 
may in whole or in part constitute assets other than capital assets 
within the meaning of this subtitle. The determination of whether 
the gain resulting from the transfer is long or short term capital gain 
shall be made by reference to the holding period to the transferor of 
the assets transferred. Thus, if half of the assets (ascertained by 
reference to their fair market value at the date of the transfer) have 
a holding period of less than 6 months and the remaining half have 
a holding period of more than 6 months, half of the excess of the 
amount of liability over the adjusted basis of the property shall be 
taxed as short-term gain, and the remaining half shall be taxed as 
long-term capital gain. 


Section 857. Liquidation followed by reincorporation 

Section 357, for which no counterpart exists under the 1939 Code, 
is intended by your committee to prevent taxpayers from utilizing the 
provisions permitting nonrecognition of part II and ILI for the purpose 
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of conversion of ordinary income into capital gains where the circum- 
stances of the transaction do not warrant such treatment. 

In general, subsection (a) treats as a corporate acquisition of prop- 
erty, a transaction which constitutes a distribution in liquidation 
followed, within a specified period thereafter by a reincorporation 
of all or a substantial part of the property distributed in liquidation, 
Subsection (b) of section 357 permits the taxpayer to establish that 
although a transaction literally falls within the scope of subsection 
(a), it will not be so taxed upon a proper showing as required under 
such subsection. 

The general rule of subsection (a) provides that in any case in whi: 
one or more individuals receive assets in a complete or partial liquide. \- 
tion as defined in section 336, from a corporation controlled by such 
individual or individuals, and within 5 years from the final distr ibution 
in such liquidation, such individual or individuals transferred more 
than 50 percent of the assets (other than money and stock or securities 
except stock or securities of the distributing corporation) to one or 
more corporations controlled by one or more of such individuals in a 
transaction in which, under section 351, no gain or loss is recognized, 
the consequences set forth in paragraphs (1) and (2) of subsection (a) 
shall occur. 

Paragraph (1) provides that under the circumstances above set 
forth, the corporation to which the assets have been transferred shal! 
be deemed to have received such assets from the liquidating corpora- 
tion pursuant to a eorporate acquisition of property within the mean- 
ing of section 359 (c). In such case, your committee intends that the 
basis of such assets in the hands of the acquiring corporation shall 
be determined under section 354 by reference to the basis of the assets 
in the hands of the transferor at the date of the transfer. Thus 
adjustments to basis of the assets in the period intervening between 
the liquidation and reincorporation will be reflected in the basis of 
the assets in the hands of the acquiring corporation. 

Paragraph (2) of subsection (a) provides that an amount equal to 
the fair market value of the assets received in the complete or partial 
liquidation which are not so transferred to the corporation shall be 
deemed to have been received by the individuals in control of such 
other corporation or corporations as a distribution under section 352 
made pursuant to corporate acquisition of property. Such distri- 
bution shall be deemed to have occurred on the date the assets were 
transferred to such other corporation or corporations. In the event 
that the assets retained were sold prior to the transfer of the remain- 
ing assets to the new corporation or corporations under subsection 
(a); your committee intends that the sales price of such assets sold 
shall constitute the fair market value as of the date of the trans/er. 
Ascertainment of the amount of earnings and profits of the corpora- 
tion for the purpose of application of section 301 (where this section 
is relevant by reference to sections 306 and 302) shall be made by 
reference to the earnings and profits of the corporation which was 
liquidated as of the date of such liquidation. 

For example: on January 1, 1955, corporation A of which individual 
S is the sole shareholder has machinery and equipment having 
value of $50,000, cash of $10,000 and bonds of corporation Y having 
a value of $2,000, The earnings and profits of corporation A at such 
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date are $10,000. On January 1, 1955, corporation A is liquidated. 
On January 1, 1956, the machinery and equipment of corporation A 
are transferred to a new corporation X. Such transaction otherwise 
qualifies under section 351. The value of the bonds is now $3,000. 
In such ease section 357 is applicable to this transaction. Accord- 
ingly, corporation X will be deemed to have acquired the assets of 
corporation A in connection with a corporate acquisition of property 
pursuant to section 359 (c). Unless S can establish otherwise under 
subsection (b), S will be deemed to have received a distribution of 
stock of corporation A (the corporation required to be liquidated 
under section 359 (c) (2)) with respect to which no gain or loss will 
be recognized pursuant to the application of section 352 and 305. 
However, the amount of cash retained, $10,000, and the fair market 
value at the date of the transfer of the bonds of corporation Y, $3,000, 
will be deemed to have been distributed to S, pursuant to section 306. 
Since S is the sole shareholder, such distribution is considered under 
section 306 (b) (1) as a distribution not substantially disproportionate 
within the meaning of section 302 (a) (4). S is accordingly taxable 
on the amount of money plus the fair market value of other property 
distributed as provided in section 301. In consequence, 8 receives a 
distribution of property under section 301, taxable as a dividend 
under section 301 (b) to the extent of $10,000 (the amount of earnings 
and profits of corporation A at the time of its liquidation). The 
remainder of the distribution is applied against the basis of S’s stock 
in A (which basis is transferred to corporation X). 

Paragraph (2) also provides that for the purpose of subsection (a), 
one or more individuals shall be considered to be in control of the cor- 
poration if such individuals own, directly or indirectly, stock which 
represents at least 50 percent of the total combined voting power of the 
outstanding stock of such corporation or at least 50 percent of the 
total value of shares of all classes of stock of such corporation. 

Subsection (b) provides that taxpayers may avoid the application of 
subsection (a) provided it is established that such transactions do not 
have as one of their principal purposes the avoidance of tax on cor- 
porate distributions of property under section 301. 

Paragraph (c) provides for applicability of the rules of attribution 
of ownership set forth in section 311 determining the ownership of 
stock and the ownership of assets received under section 357. 


Section 858. Foreign corporations 


Section 358 is derived from, and corresponds in function to, section 

112 (i) of the 1939 Code. Such changes in language as have been 
made in section 358 as compared with section 112 (i), are not intended 
to change the existing application of section 112 (i). 
_ Under section 358 it is provided that the provisions of section 1002, 
limiting the recognition of gain under subchapter C of chapter 1 
to the extent provided in such subchapter shall not be applicable to 
a foreign corporation with respect to: (1) parts I and III of subchapter 
C, or (2) so much of part II of subchapter C as relates to the liqui- 
dation of subsidiary by its parent corporation, unless prior to the 
transaction it has been established to the satisfaction of the Secre- 
tary or his delegate that such transaction is not in pursuance of plan 
having as one of its principal purposes the avoidance of Federal 
income taxes, 
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Section 359. Definitions relating to corporate organizations, acquisitio 
and separations 

Section 359 is derived from sections 112 (g) and 112 (h) of the 
1939 Code. 

Subsection (a) of this section defines the term “publicly held 
corporation” for the purpose of the entire subchapter. It is provided 
that every corporation is deemed publicly held unless 10 or few 
sharehol lers own stock which either is entitled to more than 50 per- 
cent of the vote of all the stock outstanding, or has a value equal to 
more than 50 percent of the total value of all of the stock outstand 
The attribution of ownership rules stated in section 311 are use | in 
applying the tests stated. Subsection (a) has application to mer 
or consolidations of publicly held corporations under section 354 (bh), 
and to this extent is related to section 112 (g) (1) (A) of the 1939 Code. 

Subsection (b) of this section defines a “corporate acquisition of 
stock.” This 3 finition is generally similar to that described in sec- 
tion 112 (g) (1) (B) of the 1939 Code but with several important 
differences. A “corporate acquisition of stock” means the acquisi- 
tion in a single transaction, by one corporation, in exchange for all or 
part of its participating stock, of stock of another corporation, pro- 
vided the conditions specified in paragraphs (1) and (2) are satisfied, 

Paragraph (1) requires that immediately after the acquisition, the 
acquiring corporation has control of such other corporation. The 
term “control” for this purpose is defined in subsection (e) of section 
359 to mean, in general, ownership of 80 percent of stock of the cor- 
poration, Paragraph (1) applies although the acquiring corporation 
was in control of the other corporation immediately prior to the 
transaction, 

The term “corporate acquisition of stock” is concerned with the 
stock acquired in a single transaction the result of which is the acquisi- 
tion of control or the acquisition of additional stock after contro! is 
already acquired. Thus, if prior to the exchange of participating stock 
for the stock of another corporation, 80 percent of the stock of such 
corporation is owned, the exchange will qualify as a corporate acquisi- 
tion of stock. Further, in a case in which one-half of the stock of 
another corporation is owned prior to the exchange even ene 
acquired in exchange for participating stock, the corporate acquisition 
of stock will occur in any case in which immediately after such trans- 

.ction the corporation is controlled. In such case, if 30 percent of the 
stoc k were acquired in exchange for participating stock, the acquisi- 
tion of 30 percent would constitute a corporate acquisition of stoc! 
On the other hand, if 25 percent were acquired and later the additional 
5 percent is acquired in a separate transaction only such 5 percent 
would qualify as a corporate acquisition of stock. 

The determination of whether a “single transaction’’ rather than a 
series of transactions has occurred is determined upon the facts of 
ach case. A common case is that in which agreements to obtain 
stock are made conditioned upon obtaining enough agreements with 
others to reach the 80-percent requirement. This case would con- 
stitute a single transaction. On the other hand, in a case in which 
control was not already held if a part of the stock is acquired in 
exchange for participating stock the transaction would be taxable even 
though later an additional amount of stock is acquired to meet the 
control requirement (in the absence of a showing of a clear connection) 


tas 
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between the two exchanges. ‘There may be cases in which a series of 

acquisitions Occur as a result of a plan which results in the acquisition 
of 80 percent of such stock and which was intended to so result within 
a er short period, for example, within 1 year. Ina proper 

‘ase such a series of acquisitions could qualify as one transaction. 

~ Paragraph (2) of subsection (b) provides that immediately after 
the transaction the shareholders of no one of the corporations, the 
stock of which is acquired, may own less than 25 percent nor more 
than 400 percent of the amount of the participating stock of each class 
of the acquiring corporation owned by the share ‘holders of any other 
on the stock of which is ac quired in the same transaction, 

by the persons who immediately prior to the acquisition mae 
sharcholdans of the acquiring corporation. Under subsection (b), 
is made clear that the limitation on the relative sizes of the tas 
tions does not apply if substantially all the stock of the participating 
corporations is owned directly or indirectly by the same interests 
before the transaction. 

Subsection (c) of this section defines a ‘“‘corporate acquisition of 
property.” This transaction is similar to that described in section 
112 (g) (1) (C) of the 1939 Code with several significant changes. 

Under subsection (¢) the term “corporate acquisition of property” 
is defined as the acquisition by one corporation in exchange for all or 
part of its participating stoc k (or of the participating stock of a cor- 
poration which is in control of the acquiring corporation), whether or 
not by statutory merger or sonsolidation, of at least 80 percent of the 
net fair market value of the properties (properties less liabilities) of 
another corporation or of at least 80 percent of the properties of 
another corporation not used or retained to meet claims against such 
other corporation. The claims for which property may be retained 
within the meaning of this subsection are only those it is reasonably 
certain will result in liability to the corporation, and the property 
retained may be only an amount which it is reasonably certain will 
be necessary to satisfy such liability. The application of this subsec- 
tion is subject to the limitations of paragraphs (1) and (2). 

The general rule of subsection (c) thus makes c a that the amount 
of properties which raust be acquired (solely for participating stock) 
is 80 percent. In this respect the uncertainty of the “substantially 
all” test under section 112 (g) (1) (C) of existing law is removed. 

Additionally under the definition it is made clear that the gross 
amount of the properties acquired may be reduced by liabilities or 
properties retained to meet claims. Thus, the transferor corporation 
may retain assets to meet its liabilities, or the acquiring corporation 
may take subject to the liabilities or some liabilities may be provided 
for in one way and the remainder in the other. Moreover, subsection 
(c) specifically states that if the required percentage of property is 
acquired solely for voting stock the character of the transaction is not 
changed by the fact that additional property of the transferor is 
acquired in some other manner. 

Paragraph (1) of subsection (c) provides a limitation upon the 
application of the general rule analogous to that provided in the case 
of a corporate acquisition of stock. Under this provision it is neces- 
sary that immediately after the transaction the shareholders of no one 
transferor corporation own less than 25 percent nor more than 400 
percent of the amount of the participating stock of each class of the 
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acquiring corporation owned by the shareholders of any other trans- 
feror corporation or the persons who immediately prior to the acquisi- 
tion were shareholders of the acquiring corporation. ‘The limitations 
on relative size of the corporations are not applicable however, when 
all the corporations involved are owned by the same interests, 

Paragraph (2) of subsection (c) requires the liquidation of the 
transferor corporation as part of the transaction. For this purpose, 
the date of the transfer of assets to the acquiring corporation shall be 
considered to be the date of the first distribution i in liquidation, In 
this respect your committee intends to insure that any property or 
money retained or received must be distributed in liquidation, thu 
resulting in taxation as “boot” in accordance with section 306. 

Under the general rule of this subsection a corporation may acquir 
assets for immediate transfer to a controlled subsidiary, or may 
arrange for the transfer of the assets directly from the transferor 
corporation to such are thus changing present law under 
U.S. v. Groman, 302 U.S. 82 ‘and U. S. v. Bashford, 302 U.S. 454. 
However, under this asa ‘tion a corporation may not acquire assets 
with the intention of transferring them to a stranger. 

It is to be emphasized in connection with the application of sub- 
section (c) that a merger or consolidation of other than publicly held 
corporations will qualify under subsection (c) provided the other 
conditions of this subsection are satisfied. 

Subsection (d) defines a “corporate separation” and is similar to 
section 112 (g) (1) (D) of the 1939 Code with several important modi- 
fications. A corporate separation occurs upon the transfer of a part 
of the assets of one corporation to another solely in exchange for stock, 
securities, or both, of the corporation to which such assets are trans- 
ferred if immediately after the transfer, the transferee corporation is 
controlled by the transferor corporation, the shareholders of ti 
transferor, or persons who were the shareholders of the transferor 
immediately prior to the transfer. This subsection thus permits the 
division of a corporation into two or more corporations with control 
of such corporations passing directly to divergent groups of share- 
holders or former shareholders. The application of this principle of 
non pro rata corporate separations as respects treatment of the dis- 
tributions involved is discussed under section 353. 

Subsection (e) defines control as the ownership of stock possessing 
at least 80 percent of the total combined voting power of all classes of 
stock entitled to vote, and at least 80 percent of the total number of 
shares of all other classes of stock of the corporation. This definition 
corresponds to that appearing in section 112 (h) of the 1939 Code. 


it 


Part TV—Insotvency REORGANIZATIONS 


Part IV of subchapter C relating generally to the reorganization of 
corporations in connection with rece ivership and bankruptcy proceed- 
ings and relating to reorganization of certain railroad corporations 
corresponds to section 112 (b) (10), section 112 (b) (9), section 112 ()), 
section 113 (a) (20), section 113 (a) (21), section 113 (a) (22) and so 
much of section 112 (b), (d), and (e) as relates to these sections. Your 
committee does not intend any change in the application of these pro- 
visions from that now provided under the 1939 Code. 
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Part V—CARRYOVERS 


Section 881. Carryovers in certain corporate acquisitions 

This section establishes statutory provisions for the carryover of 
certain items or tax attributes from a corporation distributing or 

transfe ring substantially all its property to another corporation. 

‘he term “carryover” as used in this section refers to the utiliza- 
tion of any one or more of the tax attributes covered by this section. 
Unless preceded by ‘net operating loss,” the term does not necessarily 
refer to a net operating loss carryover. 

Subsection (a) describes the corporate distributions or transfers 
which result in the carryover of the items specified in subsection (ec) 
to the acquiring corporation. The section does not apply in the case 
of a corporate separation as defined in section 359 (d). 

Under subsection (b) (1) of this section, the corporation making 
a distribution or transfer of property described in subsection (a) 
must end its taxable year on the date of distribution or transfer. If 
the distribution or transfer is not completed in one day, the date of 
distribution or transfer is, as provided in subsection (b) (2), the day 
on which the distribution or transfer is completed, except that, under 
regulations, the date when substantially all the property has been 
distributed or transferred may be used if the distributor or transferor 
corporation ceases all operations, other than liquidating activities, 
after such date. 

Paragraph (3) of subsection (b) provides that an acquiring corpora- 
tion to which property is distributed or transferred in a corporate 
transaction described in paragraphs (1) and (2) of subsection (a) is 
not entitled to carryback a net operating loss for a taxable year 
ending after the date of distribution or transfer to a taxable year of 
the distributor or transferor corporation. For example, assume 
corporations X and Y transfer on December 31, 1954, all their property 
to Z in a transaction described in paragraph (2) of subsection (a). 
If Z has a net operating loss in 1955, such loss cannot be carried back 
to a taxable year of X or Y. Or, assume corporation X merges into 
corporation Y on December 31, 1954, in a statutory merger with Y’s 
charter continuing after the merger. If Y has a net operating loss in 
1955, such loss cannot be carried back to a taxable year of X but shall 
be a carryback to a taxable year of Y. 

Subsection (c) of this section contains 16 paragraphs, each of which 
specifies an item or tax attribute of the distributor or transferor 
corporation which is to be taken into account by the acquiring cor- 
poration as of the close of the date of distribution or transfer in the 
manner and to the extent provided with respect to such item. The 
section is not intended to affect the carryover treatment of an item or 
tax attribute not specified in the section or the carryover treatment of 
items or tax attributes in corporate transactions not described in sub- 
section (a). No inference is to be drawn from the enactment of this 
section whether any item or tax attribute may be utilized by a suc- 
cessor or a predecessor corporation under existing law. 

Paragraph 1 of subsection (c) contains the conditions and limitations 
on the carryover of the net operating losses for loss years of the dis- 
tributor or transferor corporation. Subparagraphs (B) and (C) con- 
tain limitations on the amount of the net operating loss deduction 
attributable to net operating losses for loss years of the distributor 
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or transferor corporation in the first taxable year ending after the 
date of distribution or transfer. 

For the purpose of determining the amount of a net operating lo 
for a loss year of either the distributor corporation, transferor corpora- 
tion, or the acquiring corporation which is a carryover to ey 
years following the taxable year specified in subparagraph A), 
taxable income of the ankihe year specified in subparagraph ( 
determined under section 172 (b) (2), subject to the conditions 
limitations imposed in subparagraph (D). Under this subparagrap 
a net operating loss for a loss year of the distributor or transf: rc 
corporation which ends on or before the end of a loss year of the acquir- 
ing cor De ration is considered to be a net operating loss for a year p 
to such loss year of the acquiring corporation. If the date of distribu- 
tion or transfer is on the last day of the acquiring corporation’s 
taxable year, clause (i) is applicable and requires the loss, if : 
recognized on a distribution under section 331 to be added to 
modifications specified in section 172 (b) (2) (A) in computing the 
taxable income for the following taxable year for the purpose of deter- 
mining the amount of a net operating loss of the distributor corporation 
which is a carryover to a subsequent taxable year. If the date of 
distribution or transfer is on any other day, clause (ii) is applica ie. 
This clause separates the taxable year in which the date of distribu- 
tion or transfer falls into two parts, which are treated as taxable 
years solely for the purpose of subparagraph (D). A net operating 
loss carryover from a loss year of the acquiring corporation is {i 
carried to the pre-acquisition part year and then the remainder, ; 
any, is carried to the post-acquisition part year. For the purpose of 
determining under section 172 (b) (1) the years to which a net operat- 
ing loss for a loss year of the acquiring corporation is carried, the 
pre-acquisition part year and the post-acquisition part year are 
together treated as only 1 taxable year. 

For example, assume corporation X was organized January 1, 1' 
and had net operating losses in the calendar years 1953 and 1954 
of $10,000 and $15,000, respectively. Corporation Y was organized 
January 1, 1952, and had net operating losses in the calendar years 
1952, 1953, and 1954 of $7,000, $10,000, and $25,000, respective! 
On July 4, 1955, Y transfers all its property to X in a transa —_ 
dese ribed i in subsection (a) (2), and ends its taxable year with $1,00 
taxable income before considering the net operating loss deduction. 
It has no modifications specified in section 172 (b) (2) (A) for such 
taxable year. X has taxable income of $36,500 for 1955 before con- 
sidering the net operating i deduction and also has modifications 


L 


F9 


specified in section 172 (b) (2) (A) of $365. 
X’s net operating loss abe, ‘tion for 1955 is: erent 
ee wl ee $6, 000 
Ey Ce enc mite ht anaakuran ova eenies 10, 000 
i PU ss A A od LAL ic ohiind 10, 000 
Wie BOO el kl eat er hn ed ee eee or kd Se clade 12, 000 
eB 1906. pon nn cdi p dah ennehe hes <ERSIE FEM eR- cnesnaaheneraense 15, 000 
43. 000 


1 Y’s 1954 net operating loss carryover of $25,000 is limited in 1955 to $2,000 by subpar. (C) whic! e 
that the portion of the net operating deduction in 1955 attributable to net operating loss carryov 1 
cannot exceed (59465 of $36,500) $18,000. 

In computing the net operating loss carryovers to 1956, eee (ii) 
of subparagraph (D) requires the 1955 taxable income ’(com| ited 
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with the modifications specified in section 172 (b) (2) (A)) to be 
divided in two parts, each of which is treated as a taxable year for this 
purpose only. Thus 1*%¢5’s of $36,500+$365, or $18,685 is allocated 
to the pre-acquisition part year and !8%45’s of = 500+-$365, or $18,180 
is allocated to the post-acquisition part yet Only net operating 
losses for X’s loss years can be used against the pre-acquisition part 
year income. X’s 1953 net operating loss would be treated as follows: 
Net operating loss $10, 000 
X’s pre-acquisition part year income computed under sec. 172 (b) 
and subpar. (D) 


‘o net operating loss carryover to the post-acquisition part year or 
any subsequent year 


X’s 1954 net operating loss would be treated as follows: 


Net operating loss inigss Gos 
X’s pre-acquisition part year income com; puted under sec. 172 
and subpar. (D) 


Net operating loss carryover to post-acquisition part year nee 
X’s post-acquisition part year income computed under sec. 172 (b) (2 ») 
and subpar. (D) 


Net operating loss carryover to 1956 6, 315 


X's pre-acquisition part year income of $8,685 is determined as follows: 
Divided portion ofincome computed with modifications specified in sec. 172 (b) (2) $18, 685 
Net operating loss deduction computed under sec. 172 (b) (2) (B) and subpar. ( ‘ —10, 000 
+ X’s post-acquisition part year income of $0 is determined as follows: 
Divided portion of income computed with modifications specified in sec. 172 (b) (2) (A)... $18,180 
Net operating loss deduction made up of net operating loss carryovers (from prior years) 
$6,000 (Y 1952), $10,000 (Y 1953), and $25,000 (Y 1954) 


Income is not considered less than zero 
Y’s 1954 net operating loss would be treated as follows: 


NOt Gp Jets ice esis dea we lasawncomadenndsmins _.-. $25, 000 
Y’s income for taxable year ended July 4, 1955, computed under ses. 


172 (b) (2) 


Net operating loss carryover to X 1955 
X’s post-acquisition part year income computed under sec. 
and subpar. (D) 
Net operating loss carryover to 1956 
1 X’s post-acquisition part year income of $2,180 is determined as follows: 
Divided portion of income computed with modifications specified in sec. 172 (b) (2) (A)-....... $18, 180 
Vet operating loss deduction made up of net operating carryovers (from prior years) of $6,000 
(Y 1952) and $10,000 (Y 1953)) . 6, 000 


Total 


Assuming X remained on the calendar year basis, the years to which 
the net operating losses may be a carryover under section 172 (b) 
(1) are: 


Loss year Carried to 

Y 1953, Y 1954, 7 July 4, 1955, X 1955, X 1956. 
Y 1954, Y oa 4, 1955, X 1955, X 1956, X 1957. 

X 1954. X 195: & 1956, X 1957, X 1958. 
Y July 4, 1955, X 1955, X 1956; X 1957, X 1958. 

X 1955, X 1956, X 1957, X 1958, X 1959. 
Paragraph (2) of subsection (c) provides that in a corporate acquisi- 
tion of property, as defined in section 359 (c), and in a statutory merger 
or consolidation with respect to which no gain or loss is recognized 
under section 354 (b), the earnings and profits (including a deficit in 
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earnings and profits) of the transferor corporation shall become the 
earnings and profits of the acquiring corporation. Since it is re- 
quired that, for the purposes of section 381, the taxable year of the 
transferor corporation end on the date of the transfer, the amount 
which becomes part of the earnings and profits of the acquiring cor- 
poration shall be the earnings and profits of the transferor corporation 
accumulated after February 28, 1913, and becomes part of the earn- 
ings and profits of the acquiring corporation accumulated after Feb- 
ruary 28, 1913. In no case shall the earnings and profits of the 
transferor corporation, whether or not earnings and profits of the 
taxable year which ends on the date of transfer, be considered 
part of the earnings and profits for the first taxable year of the ac- 
quiring corporation which ends after the date of ‘transfer, (See 
section 312 (a) relating to dividends.) In the case of a corporate 
acquisition of property, as defined in section 359 (c), it is intended 
that all of the earnings and profits of the transferor corporation become 
the earnings and profits of the acquiring corporation, without regard 
to the fact that only 80 percent of the fair market value (less liabilities) 
of the assets of the transferor corporation may have been acquired. 
If the transferor corporation has a deficit in earnings and profits, 
section 381 (c) (1) (B) is intended to provide that such deficit may 
only be included in the earnings and profits of the acquiring corpora- 
tion accumulated after the date of acquisition. That is, such deficit 
cannot be used to reduce earnings and profits of the acquiring corpo- 
ration accumulated before the date of acquisition. Likewise, a deficit 
of the acquiring corporation can only be used to reduce earnings and 
profits of the acquiring cor poration accumulated after the date of 
acquisition and cannot be used to reduce earnings and profits ac- 
quired from the transferor corporation. The amount of earnings al 
profits of the first taxable year of the acquiring corporation which 
ends after the date of ac quisition, which may be reduced by a deficit 
of a transferor corporation, is that amount which bears the same ratio 
to the total undistributed earnings (earnings which but for the oper: 
tion of this section, would, at the end of the taxable year, be include d 
in earnings and profits of the ac quiring corporation accumulated after 
February 28, 1913), for such year as the number of days of such 
year after the date of acquisition bears to the total number of days 
in such year. The undistributed earnings for the year shall be deter 
mined without regard to such deficit. In the event that the Seeuir- 
ing corporation has earnings and profits accumulated after February 
28, 1913, and such deficit exceeds the post-acquisition date undis- 
tributed earnings for such taxable year, the excess of such deficit over 
such earnings, shall be used to reduce the undistributed earnings | . 
the next succeeding vear, determined without regard to such exces 
and, if necessary, in the followi ing succeeding years. In no case ma 
a succeeding year be omitted, for the purpose of reducing undistr 
uted profits i in succeeding years. However, if the acquiring corpo- 
ration had a deficit in earnings and profits accumulated after February 
28, 1913 on the date of acquisition, deficit of the transferor corpora- 
tion shall be included in the deficit of the acquiring corporation on 
the date of acquisition. 
It is intended that “earnings and profits” as used in this section 
shall have the same meaning as it has for the purposes of section 312 
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(a). See section 312 (a) of this report for appropriate adjustments to 
earnings and profits. 

Paragraph (3) of subsection (c) allows a corporation which acquires 
property in a transaction indicated in subsection (a), to deduct a 
short-term capital loss on account of any capital loss carryover which 
the transferor corporation would have been entitled to had it not 
transferred the property. The first year in which such loss may be 
deducted is the first taxable year of the acquiring corporation ending 
alter the date of acquisition. However, the deduction in such year 
attributable to a capital loss carryover from a distributor or trans- 
feror corporation cannot exceed an amount determined under para- 

craph (3) (B). In determining the amount of the capital loss which 

is a carryover to a subsequent taxable year, that is, to a year follow- 
ing the first taxable year of the acquiring corpor: ition ending after the 
date of distribution or transfer, it is necessary to reduce the capital 
loss carryover by the amount of any net capital gain against which it 
was deducted in such first taxable year of the « acquiring corporation. 
Subject to the limitation in subparagraph (B), the capital loss which 
is a carryover to the fewest number of years subseque nt to such first 
taxable year of the acquiring corporation should be deducted first 
against any capital gain in such taxable year. 

For example, assume corporation X has a capital loss carryover 

from the calendar year 1953 of $10,000 and corpor ation Y has a capital 
loss carryover, also from the calendar year 1953, of $3,000. Y trans- 
fers all its property to X ™: Se ptember 30, 1954 in a transaction 
described in subsection (a) (2), closes its taxable year on that date 
and has no capital gains during said year. X has capital gains (com- 
puted without regard to a capital loss carryover) in 1954 of $10,000. 
Since Y’s 1953 capital loss is first a capital loss carryover to Y’s taxable 
year ending in 1954 and then to X’s 1954 taxable year, it will be a 
carryover to one less year subsequent to 1954 than X’s 1953 capital 
loss. Therefore, it should be applied against X’s 1954 capital gains 
first, subject to the limitation in subparagraph B which provides that 
the capital loss carryover from Y is limited in X’s 1954 taxable year 
to 92/365’s of $10,000 or $2,520.80. Thus, $2,520.80 of Y’s capital 
loss carry over will be applied against X’s 1954 capital gain and the 
remainder of Y’s capital loss carryover, $479.20, will be a capital 
loss carryover to 1955. X’s capital loss carryover from 1953 will be 
applied against the remainder of X’s 1954 capital gain, leaving a 
capital loss carryover to 1955 of $2,520.80. 

If under section 331 (relating to gain or loss to shareholders in 
corporate liquidations) loss is recognized to the parent upon the 
complete liquidation of a subsidiary, such parent shall not be entitled 
to any short-term capital loss arising on account of a capital loss 
carryover of the subsidiary. 

Paragraph (4) of subsection (c), relating to method of accounting, 
requires that if the acquiring corporation and the distributor o1 
transferor corporation (or corporations) used the same method of 
accounting before the date of acquisition, the acquiring corporation 
shall continue to use such method after the date of acquisition. If 
different methods are used before the acquisition date, the acquiring 
corporation shall use the method or combination of methods of 
accounting, pursuant to regulations prescribed by the Secretary or 
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his delegate in connection with section 446 (relating to a general rule 
for methods of accounting). 

Paragraph (5) of subsection (c) is intended to provide that, except 
for specific provisions in this subchapter with respect to the basis of 
inventory received by an acquiring corporation in a transaction 
described in subsection (a), such inventory shall be used by the 
acquiring corporation on the basis on which such inventory was used 
by the transferor or distributor corporation in determining its taxable 
income, or on another basis, depending upon which basis the Secretary 
or his delegate prescribes in accordance with section 471 (relating to 
a general rule for inventories). 

Paragraph (6) of subsection (c) provides that if the acquiring corpo- 
ration acquires an asset with respect to which the transferor or dis- 
tributor corporation, computes a depreciation allowance under sec- 
tion 151 (b) (2) or (b) (3), the acquiring corporation must compute thie 
depreciation allowance on such asset in the same way. In no case 
may the total depreciation allowance of the acquiring corporation with 
respect to a particular asset, exceed the basis of such asset in the hands 
of the transferor corporation, even though the adjusted basis for deter- 
mining gain of the asset in the hands of the acquiring corporation may 
exceed such basis. Such allowance may not exceed the basis in the 
hands of the acquiring corporation, if such basis is less than the former 
basis of the asset in the hands of the transferor or distributor cor- 
poration. 

Paragraph (7) of subsection (c) provides that if a transferor or « 
tributor corporation had elected to report prepaid income in the 
manner described in section 452, the acquiring corporation after the 
acquisition shall be treated as if it were the transferor or distributor 
corporation, if the liability described in section 452 (e) (2) is assumed, 
and the cash receipts and disbursements method of accounting is not 
used by the acquiring corporation. If the acquiring corporation uses 
the cash receipts and disbursements method of accounting, it shall 
include in its gross income for the first taxable year ending after the 
date of acquisition so much of the prepaid income as has not been in- 
cluded in the gross income of the transferor or distributor corporation. 

Paragraph (8) of subsection (c) provides that the acquiring corpora- 
tion shall report the income from any installment obligation which 
acquires from a transferor or distributor corporation in a transaction 
described in subsection (a), pursuant to section 453, if such transferor 
or distributor corporation reported the income from such obligation 
on the installment basis before the transfer. In such a case it is 
intended that the acquiring corporation shall be treated as the dis- 
tributor or transferor corporation would have been treated had it 
not transferred the obligation. 

Paragraph (9) of subsection (c) provides that in cases where we 
acquiring corporation assumes the liability for bonds of a transfer 
or distributor corporation in a transaction ‘described in subsection (a), 
the acquiring corporation shall be treated as the distributor or trans- 
feror corporation would have been had it not transferred the liability 
for the bonds, for the purpose of determining the amount of amortiza- 
tion allowable as a deduction or includible in income with respect to 
such discount or premium. 

Paragraph (10) of subsection (c) is intended to provide that if the 
acquiring corporation acquires a mine or mineral deposit in a transac- 
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tion described in subsection (a), and the transferor or distributor 
corporation had elected to deduct exploration and development 
expenses ratably out of the production of such mine or mineral 
deposit, pursuant to sections 615 or 616 (relating to exploration and 
development expenses, respectively), the acquiring corporation shall 
be entitled to deduct such expenses as if it were the distributor or 
transferor corporation and had not transferred such mine or mineral 
deposit. In applying the limitation with respect to exploration 
expenses provided in section 615 (c) to the acquiring corporation, the 
number of years in which such expenses were deducted currently, or 
were deferred by the transferor or distributor corporation shall be 
included in the total of the years in which such expenses are deducted 
currently, or are deferred by the acquiring corporation, in spite of 
the fact that the particular property to which such exploration 
expenses relate may not have been transferred. 

If there are 2 transferor or distributor corporations, although each 
deducted such expenses currently in the taxable year ending on the 
date of distribution or transfer or elected to defer such expenses in 
such year, only 1 year shall be included in such total of the acquiring 
corporation. 

Paragraph (11) of subsection (ce) provides that for the purpose of 
determining the amounts deductible under section 403, relating to 
deductions for contributions of an employer to an employer’s trust or 
annuity plan and compensation under a deferred-payment plan, the 
acquiring corporation shall be treated as if it were the transferor cor- 
poration or distributor corporation and there had been no transaction 
described in subsection (a). 1t is intended that the acquiring corpora- 
tion fulfill the requirements which were imposed upon the transferor 
or distributor corporation as a prerequisite to such deductions, before 
such deductions are allowed to the acquiring corporation. 

Paragraph (12) of subsection (c) provides that if in a transaction 
described in subsection (a), the transferor or distributor also transfers 
to the acquiring corporation the right to recover bad debts, prior taxes, 
and delinquency amounts previously deducted or credited by the trans- 
feror or distributor corporation, the acquiring corporation shall include 
in its income such amounts as would have been includible by the 
transferor or distributor corporation pursuant to section 111 (relating 
to recovery of bad debts, prior taxes, and delinquency amounts). 

Paragraph (13) of subsection (c) provides that the acquiring corpora- 
tion shall be treated as the distributor or transferor corporation after 
the date of distribution or transfer for the purposes of applying sec- 
tion 1033 (relating to involuntary conversions) if the property or stock 
referred to in section 1033 (a) (2) and 1033 (a) (3) is included in the 
property transferred in a transaction described in subsection (a). 

Paragraph (14) of subsection (c) is intended to provide that for 
taxable years ending after the date of a transaction described in sub- 
section (a), an acquiring corporation which is a personal holding com- 
pany may include a dividend carryover (described in section 564) of a 
transferor or distributor corporation in the computation of the divi- 
dends paid deduction under section 561, to the same extent as the 
transferor or distributor corporation could have included such carry- 
over if the transaction described in subsection (a) had not occurred. 

Paragraph (15) of subsection (c) is intended to provide that in com- 
puting its undistributed personal holding company income under 
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section 545, for taxable years ending after the date of a transaction 
described in subsection (a), a transferor corporation, which is a per- 
sonal holding company, may deduct, to the same extent as the dis- 
tributor or transferor corporation could have, had the transaction 
described in subsection (a) not occurred, amounts set aside to pay or 
retire certain indebtedness incurred prior to January 1, 1934 (see 
sections 545 (b) (8)), if the acquiring corporation assumed the in- 
debtedness as a part of the transaction. 

Paragraph (16) of subsection (c) permits the acquiring corporation 
to deduct amounts which arise out of an obligation of the distributor 
or transferor corporation paid or accrued by the acquiring corporation 
after the date of distribution or transfer provided the obligation is 
assumed by the acquiring corporation, provided also that the obliga- 
tion gives rise to a liability after the date of distribution or transfer 
and such liability if paid or accrued by the distributor or transferor 
corporation after such date would have been deductible in computing 
its taxable income, and provided the obligation was not reflected in the 
amount of consideration transferred by the acquiring corporation to 
the transferor corporation for the property of the transferor corpora- 
tion. In other words, if the amount of stock, securities, and property 
of the acquiring corporation transferred in exchange for the property 
of the transferor corporation was determined by including the obliga- 
tion as a liability in valuing the property of the transferor corporation 
the subsequent payment of such obligation will not be deductible by 
the acquiring corporation under paragraph (16). This paragraph is 
not intended to permit the acquiring corporation to deduct amounts 
paid on account of a liability of the distributor or transferor corpora- 
tion which accrued or was accruable by the distributor or transferor 
corporation prior to the date of distribution or transfer. 

Paragraph (16) of subsection (c) also permits the deduction after 
December 31, 1953 of amounts paid for obligations described in the 
preceding paragraph even though the date of distribution or transfer 
occurred | prior to the effective date of sections 336 or 359, as the case 
may be. For example, if Y corporation transferred all its property to 
X corporation in 1942 in a transaction which, if it had occurred after 
the effective date of section 359, would have been a transaction des- 
cribed in subsection (a) (2), and X corporation assumed an obligation 
of Y corporation to make monthly pension payments directly to Y 
corporation’s retired employees for as long as each should live, but 
such obligation was not taken into account in determining the amount 
of stock, securities, or property transferred by X to Y in exchange for 
Y’s property, then X corporation can deduct in 1954 and subsequent 
years, the payments made in each such year to Y’s retired employees. 


Section 382. Special limitation on net operating loss carryovers 

This section imposes a reduction on the net operating loss carryovers 
to the taxable year in which there has been a substantial change in the 
ownership of a closely held corporation. It does not apply to the 
taxable year of a corporation which, on the last day of such year, is 
a publicly held corporation as defined in section 359 (a). It is in- 
tended, however, for the section to apply in the case of a closely held 
corporation w hich is converted so as to be a publicly held corporation 
on the last day of the taxable year by a sale or transfer of stock to 
unrelated shareholders under an arrangement whereby such stock is 
to be sold or transferred back after the last day of the taxable year. 
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The limitation applies if any one or more of the 10 persons owning 
the greatest percentage of the outstanding participating stock at the 
end of a taxable year owned at least 50 percentage points less of such 
stock at the beginning of such taxable year, or ‘the beginning of th» 
prior taxable year if the net operating loss carryover to such taxable 
year was not limited by this section. Note, however, that section 
391 (b) makes the limitation applicable only to changes in ownership 
occurring after March 1, 1954. 

Subsection (c) describes the persons who are to be included in de- 
termining whether the limitation is applicable and also in determining 
the percentage of reduction. If, at the end of the taxable year, 10 or 
fewer persons own all the outstanding participating stock, then each 
stockholder is included. If there are more than 10 stockholders, only 
the 10 persons owning the greatest percentage of such stock are in- 
cluded, except that if other persons own the same percentage of such 
stock as is owned by one of the 10, such persons shall also be included. 
For example, assume 6 persons own 10 percent each, 6 other persons 
own 5 percent each, and the remaining 10 percent is owned by 10 
other persons, each owning 1 percent. ‘The persons owning the great- 
est percentage are the 6 persons owning 10 percent each. The persons 
owning the next greatest percentage are the 6 owning 5 percent each. 
All 12 persons would be included since more than 10 have to be in- 
cluded if others own the same percentage as one of the 10. 

In determining the 10 persons, more or less, described in subsec- 
tion (c), only the stock owned directly by each person is counted. 
Ownership of stock attributable to a person because of his relationship 
to another person owning such stock directly is not counted for this 
purpose. For example, if all the participating stock of a corporation 
is owned by 12 unrelated persons (5 of whom own 15 percent each, 
5 own 4 percent each, and the remaining 5 percent owned by the re- 
maining 2 persons, 1 owning 3 percent and the other 2 percent) the 
persons described in subsection (c) will include all but the 2 persons 
owning 3 percent and 2 percent, respectively, even though any or all 
of the 10 stockholders with the largest percentage had wives or other 
persons to whom ownership of the ‘stock would be attributable if sec- 
tion 311 applied. 

If subsection (a) applies, the percentage of reduction in the net 
operating loss carryovers to the taxable year is determined under sub- 
section (b). The reduction percentage is obtained by adding together 
the percentages of stock owned at the end of the year by each of the 
persons described in subsection (c) who own a greater percentage at 
the end of the year than he owned at the time designated in paragraphs 
(1) or (2) of subsection (b). From this total percentage, subtract the 
percentages of such stock owned by each such person at the time desig- 
nated in paragraphs (1) or (2) of subsection (b), as the case may be, 
and also subtract any percentage of increase in such stock owned b 
each such person at the end of the year which is attributable to nh 


acquired other than as specified in subsection (a) (2). The remaining 
percentage is then applied as a percentage reduction in the total of the 
net operating loss carryovers to the taxable year. 

For example, assume the persons owning the participating stock of 
X corporation are as follows and that all increases in the percentage of 
stock owned are attributable to either a purchase of stock or a de- 
crease in the outstanding amount of the stock: 
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Percentage | Percentage Percentage Percentage 
7 Sa ercentage owned owned owned 
Unrelated owned Dec. 31 Percentage Dee. 31 Percentage Dee. 31 Percentage 
persons Mar. 1, 1954-Jan.1, | increase | 1955 Jan L increase 1956-Jan 1 increase 
oa 954-Jan. 1, 55-Jan, Jan. 1, 
i 1055 1956 1957 
ET TT reread 
Ri nicwnbdétipetanet 50 30 0 10 0 0 0 
ee a 50 30 0 50 20 40 0 
Cie dctibddsces 0 20 20 20 20 0 0 
cal k ie aie haces 0 20 20 20 20 0 ) 
Mite on estes 0 | 0 0 0 0 60 0) 
i: dln --| oo | 60 | yen | 60 





At the end of 1954, C and D are the only persons owning a greater 
percentage at that time than on March 1, 1954. The total percentage 
owned by C and D is 40 percent. Since this is less than 50 percent, 
the limitation in subsection (a) is not applicable to 1954. 

At the end of 1955, B, C, and D each own a greater percentage at 
that time than at either March 1, 1954, or January 1, 1955, whichever 
is lesser. The total percentage owned by B, C, and D at the end of 
1955 is 90 percent. On January 1, 1955, B owns 30 percent and on 
March’1, 1954, C and D own zero ‘percent. Therefore, B, C, and D 
own 60 percentage points less at the time specified in subsection (a) 
(1) than at the end of 1955 and, hence, the limitation in subsection (a) 


applies. 

The reduction in subsection (b) is computed as follows: Sls 
Total percentage of stock owned by B, C, and D at the end of 1955__-___ 90 
Percentage of stock owned by B at Jan. 1, 1955...............--.. 30 
Percentage of stock owned by C and D at Mar. 1, 1954...-......-- 0 

—  - 30 
Reduction in total of the net operating loss carryovers to 1955_-_.. 60 


Note that in determining the limitation applicable to 1956, only a 
change during 1956 in the percentage of stock owned is considered 
because a limitation under this section was applicable to the prior 
year, 1955. 

Subsection (d) provides for the appropriate reduction in a net 
operating loss carryover not completely absorbed in the year in which 
the limitation in this section is applicable. The effect of this sub- 
section is to apply the reduction against the oldest net operating loss 
first, rg then, if necessary, against subsequent net operating losses 
in order. 

Subsection (e) provides that the attribution of ownership rules in 
section 311 shall apply for the purposes of subsections (a) and (b), but 
not subsection (c). In other words, after the 10 persons, more or less, 
are selected as provided in subsection (c) without applying the attri- 
bution of ownership rules, then in determining under subsections (a) 
and (b) whether the limitation is applicable and if so, the limitation 
percentage, the attribution of ownership rules are used. This prevents 
a substantial shift of ownership within a related group from i imposing 
a limitation under this section. An increase in the percentage of stock 
owned by a person which results solely from the attribution rules is 
not an increase described in subsection (a) (2), and therefore, an in- 
crease of 10 percentage points resulting from a purchase by one 
member of a five person related group produces a 10 percentage 

oint increase attributable to a purchase and a 40 percentage point 
increase attributable to the stock ownership rules. 
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For example, assume A and B, husband and wife, and C and D, 
father and son, own the following percentages of stock in X cor- 
poration: 


Percentage Percentage Percentage 
: | Percentage di wana ee, 
owned in- | rcution | owned in- °C nC ton’ | based on 
dividually le Mar. 1 dividually le De 7 buti 
Mar. 1, 1954 | Tule Mar. 1, Dee, 31, 1954 | Tule Dee. 31, | attribution 
-* 1954 1 1954 rule 


Percentage 
Persons 


j 


ase rt sulting from attribution 


Thus, in the above example the limitation in this section does not 
apply to X’s net operating loss carryover to 1954. 

Subsection (f) is intended to exclude from the percentage reduction 
any increase in the percent of stock owned which is attributable to 
stock received as a gift, bequest, or similar exchanges. 


Part VI—Errective Date or SuscHAPTeR C 


(a) This subchapter shall be effective with respect to distributions 
or transfers occurring after March 1, 1954, except that— 

(1) part IT of this subchapter shall be effective only with 
respect to distributions made in pursuance of a plan of partial or 
complete liquidation adopted after March 1, 1954, and 

(2) the tax imposed by section 309 shall be applicable only 
with respect to amounts distributed after the date of enactment of 
this act. 

(b) Certain net operating loss carryovers.—For purposes of applying 
the special limitation on net operating loss carryovers in section 382, 
~ — of the taxable years specified in subsections (a) (1) and 

(1) and (2) of such section shall be considered to be the beginning 
e ‘alk taxable years or March 1, 1954, whichever occurs later. 


SUBCHAPTER D—DEFERRED COMPENSATION, ETC. 
-ant I—Pernsion, Prorit-SHarine, Stock Bonus Puans, Ere. 


Section 401. Taxation of employee annuities and other deferred com- 
pensation 

This section corresponds to section 22 (b) (2) (B) of the 1939 Code. 
Subsection (a) prescribes the general rule that if an annuity contre ct 
is purchased by an employer for an employee, or if any part of the 
cost of such a contract is paid by the employer, no part of the premi- 
um paid by the employer shall be taxable currently to the employee, 
but that the proceeds when distributed shall be included in gross 
income, except that if the employee paid any of the consideration 
for the annuity, any amount received as an annuity under the annuity 
contract shall be included in his income as prov ided in section, 72 
(relating to taxation of annuities), Since only those rules prescribed 
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by section 72 which are applicable to “any amount received as an 
annuity” are applicable under the general rule of section 401 (a), the 
3-year averaging device provided by section 72 (e) for certain amounts 
not received as annuities would not be applicable to employee annui- 
ties within the scope of section 401 (a). The general rule would apply, 
unlike existing law, whether or not the contract is purchased under a 
plan which meets the conditions of nondiscrimination prescribed in 
section 501 (e) for qualified plans which are administered through a 
trust. Because this general rule applies broadly to all annuities pur- 
chased by an employer for an employee, it becomes unnecessary to 
retain the specific language of existing law which provides that in the 

case of an annuity pure chased for an employee by an employer exempt 
under section 101 (6) the employee shall be taxable on the annuity 
proceeds when received. 

Existing law prov ides that if the total distributions payable by 
qualified employees’ trust are paid to the distributee within one ee 
able year of the distributee on account of the employee’s death or 
other separation from the service of the employer, the amount of 
such distribution to the extent exceeding the amounts contributed by 
the employee shall be considered a gain from the sale or exchange of 
a capital asset held for more than 6 months. Similar capital-gains 
treatment is provided by this section for lump-sum distributions in 
connection with employee annuities, and also for such distributions 
made by reason of the death of an employee after his separation from 
the service of the employer or by reason of termination of the annuity 
plan as a result of the complete termination of the business of the em- 
ployer. Specifically, section 401 (b) provides that if an annuity con- 
tract is purchased by an employer for an employee under a plan which 
meets the nondiscrimination requirements for qualified trusteed plans, 
if the plan requires that refunds of contributions with respect to an- 
nuity contracts purchased under the plan be used to reduce subse- 
quent premiums on the contracts under the plan, and if the total 
amounts payable by reason of an employee’s death or other separa- 
tion from service, by reason of the employee’s death after separation 
from service, or by reason of termination of the plan as a result of the 
complete termination of the business of the employer, are paid to the 
payee within 1 taxable year of the payee, then the gain on receipt of 
such payments shall be considered a gain from the sale or exchange of 
a capital asset held for more than 6 months, 

The term “total amounts” is defined as the balance to the credit 
of an employee which becomes payable to the payee by reason of 
occurrence of the specified events, so that partial distributions made 
prior to occurrence of the specified events will not defeat application 
of the capital gains treatment. The term “complete termination of 
the business of the employer” is defined to mean, in the case of an 
employer which is a corporation, the complete liquidation of such 
corporation whether or not such liquidation qualifies as a complet 
liquidation under section 336 and whether or not such liquidation i: is 
incident to a corporate acquisition of property, a statutory merger, 
or consolidation. 

Like the general rule prescribed by section 401 (a) with respect to 
employee annuities, section 401 (c) provides that if payment is made 
of an amount under an arr angement deferring payment of compensa- 
tion for services rendered by one or more employees, such amount 
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shall be taxable to the recipient in the year in which payment is made 
to him under section 72 as if it were an amount received as an annuity. 
Also like the general rule applicable to employee annuities, the 3-year 
averaging device provided by section 72 (e) for certain amounts not 
received as annuties would not be applicable to deferred compensa- 
tion arrangements within the scope of section 401 (c). 

Section 402. Taxability of beneficiary of employees’ trust 

Section 402 (a) (1) continues the rule of section 165 (b) of the 
1939 Code under which employees or their beneficiaries are taxed on 
amounts received from qualified stock bonus, pension, or profit- 
sharing trusts when the amounts are received. The general rule is 
that such an amount will be taxable under section 72 as if it were an 
amount received as an annuity. Accordingly, like the rules appli- 
cable under sections 401 (a) and (c) with respect to employee annui- 
ties and deferred compensation arrangements, the 3-year averaging 
device provided by section 72 (e) for certain amounts not received as 
annuities would not be applicable to distributions from qualified 
trusts. 

Section 165 (b) of the 1939 Code provides that if the total distribu- 
tions payable by a qualified employees’ trust are paid to the dis- 
tributee within 1 taxable year of the distributee on account of the 
employee’s death or other separation from the service of the employer, 
the amount of such distribution to the extent exceeding the amounts 
contributed by the employee shall be considered a gain from the sale 
or exchange of a capital asset held for more than 6 months. This 
capital gains treatment of existing law is continued in section 402 (a) 
(2), and extended to cases where the distribution is on account of the 
death of the employee after his separation from the service or on 
account of termination of the plan as a result of the complete termina- 
tion of the business of the employer. The term “total distributions 
payable” is defined as the balance to the credit of an employee which 
becomes payable to a distributee by reason of occurrence of the speci- 
fied events, so that partial distributions made prior to occurrence of 
the specified events will not defeat application of the capital gains 
treatment. ‘The term “complete termination of the business of the 
employer” is defined to mean, in the case of an employer which is a 
corporation, the complete liquidation of such corporation whether or 
not such liquidation qualifies as a complete liquidation under section 
336 and whether or not such liquidation is incident to a corporate 
acquisition of property, a statutory merger, or consolidation. 

The rules of section 165 (b) of the 1939 Code, regarding the tax 
treatment of unrealized appreciation in the securities of the employer 
corporation where there is a distribution of such securities, are retained 
unchanged in section 402 (a) (1) and (2). 

Section 402 (a) (4) prescribes a special rule for the tax treatment of 
certain life-insurance contracts purchased by qualified employees’ 
trusts. This paragraph provides that if a qualified employees’ trust 
purchases insurance contracts (including retirement-income contracts) 
with life-insurance protection payable on the death of the employee 
participants, or pays any part of the cost of such insurance contracts, 
no part of the premiums paid for such insurance contracts shall be 
taxable currently to the employee, but that the proceeds, when dis- 
tributed, shall be taxable under the general rule applicable to the 
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taxability of distributions from a qualified trust. Section 101 (a), 
excluding from gross income, life-insurance proceeds paid by reason 
of death, is amended to make it inapplicable to proceeds from any 
insurance contract to which section 402 (a) (4) is applicable, and to 
provide that the distributed proceeds shall be treated as amounts to 
which section 101 (b), relating to employees’ death benefits, is 
applicable. 

Thus, under section 402 (a) (4) there will be no tax liability with 
respect to the premiums paid for the described insurance, and the 
proceeds of such insurance will be taxable when distributed under 
section 402 (a) (1) or (2), subject to any applicable death benefit 
exclusion under section 101 (b). This eliminates the allocation rules 
of existing law under which, if a trust purchases insurance contracts 
with life-insurance protection, whether the employee’s beneficiary is 
the direct recipient of the proceeds or the trustee is the beneficiary 
and he thereafter distributes the proceeds to the employee’s bene- 
ficiary, the portion of the premium paid for life-insurance protection 
is considered a distribution from the trust and is currently taxable to 
the employee. It also eliminates the allocation rule of present law 
under which, when a distribution is made of the proceeds of the 
insurance contract, the beneficiary is required to include in his income 
amounts attributable to the reserve under the contract, subject to 
any applicable death benefit exclusion under section 22 (b) (1) (B) of 
the 1939 Code. 

The operation of this provision may be illustrated by the following 
example: A qualified pension trust which is exempt from tax under 
section 501 (a) and which is financed entirely by employer con- 
tributions purchases for an employee a retirement income contract 
from an insurance company, under the terms of which the employee 
would receive $150 per month when he retires at retirement age 65, or, 
if he dies before retirement age, his beneficiary would receive the 
insurance benefits provided under the terms of the contract. The 
rights of the employee in the contract are forfeitable. No part of 
the premiums paid by the employer are taxable to the employee. 
The employee dies at age 52, and his beneficiary is entitled to the 
sum of $15,000; $5,000 of this amount is excludable from gross income 
under section 101 (b). The amounts received by the beneficiary will 
be taxable under section 402 (a) (1) as an annuity, the amount con- 
tributed by the employee being considered the $5,000 excludable 
from gross income under section 101 (b), except that if the bene- 
ficiary receives all the amounts under the contract within 1 taxable 
year of the distributee, the $10,000 will be subject to tax at capital- 
gains rates under section 402 (a) (2). 

Section 402 (a) (4) specifically provides that its provisions shall not 
be applicable to group-term insurance contracts. Section 402 (a) (4) 
is not intended to have any effect upon the treatment that would be 
accorded to group-term insurance contracts in the absence of a 
special rule applicable to other types of insurance. 

Section 402 (b), which takes the place of section 165 (c) of the 
Internal Revenue Code of 1939, provides the rule for taxability of dis- 
tributions from nonqualified trusts. This subsection provides that if 
the employees’ trust is not a qualified trust exempt from tax, amounts 
distributed to any distributee of the trust shall be taxable to the dis- 
tributee under section 72 as an amount received as an annuity. Like 
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the rules applicable under section 401 (a) and (c), and under section 
402 (a) (1), the 3-year averaging device provided by section 72 (e) 
for certain amounts not received as annuities would not be applicable 
to distributions which are governed by section 402 (b). 

Section 165 (d) of the 1939 Code which provides a special rule for 
certain employee annuities, has not been retained in the revised pro- 
visions since it becomes unnecessary in view of the rule for taxability 
of distributions from nonqualified trusts. 


Section 403. Deduction for contributions of an employer to an employees’ 
trust or annuity plan and compensation under a deferred-payment 
plan 

Deduction for contributions to employees’ trusts (sec. 403 (a) (1) and 
(3 ). —These provisions prescribe the conditions and limitations for 
determining the deductibility from gross income of employer contribu- 
tions to a qualified stock bonus, pension or profit-sharing trust. 
Although the provisions of existing law have been substantially 
rearranged, the provisions of the proposed legislation are substantially 
the same as those in existing law. 

Pension plans (sec. 403 (a) (1)).—Under section 403 (a) (1) deduc- 
tions for contributions to an exempt pension trust may be computed 
under any one of three alternative methods, provided in subpara- 
graphs (A), (B), and (C). Each of these three alternatives provides 
a formula for computing deductions which will permit the employer 
to deduct past service costs and current costs of his plan. The method 
prescribed in subparagraph (A) permits a deduction in an amount not 
in excess of 10 percent of the compensation paid or accrued during 
the taxable year to all employees under the trust. However, as to 
employees whose past service costs have been fully funded and de- 
ducted the current deduction may not exceed the normal cost of their 
benefits. This provision would change existing law by increasing the 
percentage figure used in computing the deduction from 5 to 10 per- 
cent. This increase in percentage will not result in deductions, over 
a period of time, which are greater than the actual cost of past and 
current service credits. It will me rely mean, in some cases, an acceler- 
ated deduction for past service costs. The provision of existing law, 
whereby the amount of the deduction may be reduced for future years 
if found by the Commissioner upon periodical examinations at not 
less than 5-year intervals to be more than the amount reasonably 
necessary to provide the remaining unfunded cost of past and current 
service credits of all employees under the plan, has been omitted as 
unnecessary. When total past service costs have been deducted the 
employer would be automatically limited to deductions for normal 
costs under the plan. 

Section 403 (a) (1) (A) also provides that in determining whether 
past service costs have been fully funded and deducted, separate com- 
putations must be made for individual covered employees or classes of 
employees where diflerent rates or types of benefits apply or where the 
nominal rates of benefits are subject to being offset by benefits pro- 
vided under some other plan or program. This provision is intended 
to prevent an employer from claiming, for example, a deduction of 
10 percent of the compensation of employees whose stated benefits 
under the plan will in fact be offset by social security, so that there is 
really no past service costs to be funded for them. 
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The method prescribed in subparagraph (B) of section 403 (a) (1) 
for computing the employer’s deduction for contributions to a pension 
plan continues in substance ‘the method prescribed by section 23 (p) 
(1) (A) (ii) of the 1939 Code. 

The method set forth in subparagraph (C) of section 403 (a) (1) for 
computing the employer’s deduction for contributions to pion pl ins 
substantially continues the method set forth in section 23 (p) (1) (A) 
(iii) of the 1939 Code. Under the comparable provision of oe nt 
law a deduction may be taken for the normal cost of the plan plus 10 
percent of the initial past service cost. This method is changed 
only in providing that the measure of the deduction for past service 
costs shall be 10 percent of such costs at the beginning of the taxable 
year including past service costs previously funded until all such cosis 
are completely funded. 

Section 403 (a) (1) (C) also provides that any increase in costs 
resulting from an BSB Lior to the plan made after the year of its 
establishment must be treated as though provided under a distinct 
supplemental plan. This provision is merely intended to codify what 
is considered the proper construction of present law. The application 
of this provision may be illustrated by the following example: Assume 
that an employer establishes a plan under which the cost of past service 
credits is $1,000,000. After at least 10 years, and: after this cost has 
been fully deducted, the plan is amended to provide additional past 
service credits costing $100,000. The contention has been made that 
the base for computing deductible past service costs in such a case is 
$1,100,000, and that the full additional cost of $100,000 is deductible 
in 1 year. The prescribed rule makes it clear that the employer 
must treat the amendment as a distinct plan, the cost of which is 
deductible at the rate of not more than 10 percent of such additional 
cost in any one year. 

Profit-sharing plans (sec. 403 (a) (3)).—The rules of section 403 (a) 
(3), governing deductions for employer contributions to profit-sharing 
plans, are changed from present law in two respects: One of these 
changes would allow an employer to claim a deduction for amounts 
expended in the purchase of retirement annuities under a nondis- 
criminatory profit-sharing plan, although the plan is not administered 
through a trust. Under present law it is necessary for a trust to be 
established in connection with the nondiscriminatory profit-sharing 
plan through which retirement annuities could then be purchased. 
The amendment would eliminate the need for establishing a trust. 

The second change relates to the shifting under certain circumstances 
of contributions, and deductions for such contributions, among mem- 
bers of an affiliated group of corporations which has a common profit- 
sharing plan. Under existing law a group of corporations may estab- 
lish a common profit- sharing plan, but there may be no shifting of 
contributions or deductions among the group. For example, if one 
member of the group has a loss i in a given year, and no accumulated 
earnings or profits, it could not make a contribution to the plan for 
its employees, and no other member of the group could make the 
contribution on its behalf. Under section 403 (a) (3) (B) if a profit- 
sharing plan is established by a group of corporations which is an 
affiliated group, as that term is defined for purposes of filing con- 
solidated returns, and a member of the group is prevented from mak- 
ing a contribution because it has no current or accumulated earnings 
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or profits, the contribution could be made, for the benefit of the 
employees of the loss corporation, by the members of the group that 
have profits. Under the amendment the members of the group would 
be required to divide up the contribution so that each would make up 
that proportion of the contribution for the loss member which its 
profits bear to the total profits of the members which have profits. 
Each member of the group making a contribution under these rules 
on behalf of a loss member would be allowed to deduct the contribution. 
However, in determining any credit carryover of such loss member, 
contributions made by other members of the group on behalf of the 
loss member would be treated as if made by the loss member. 

Employees’ annuities (sec. 403 (a) (2)).—Section 403 (a) (2), which 
provides a current deduction for employer contributions paid toward 
the purchase of retirement annuities under a plan which meets the 
nondiserimination requirements of section 501 (e), is identical in sub- 
stance to section 23 (p) (1) (B) of the 1939 Code. 

Trusts created or organized outside the United States(sec. 403 (a) (4)).— 
A stock bonus, pension, or profit-sharing trust created or organized 
outside the United States may not be exempt from tax under section 
501 (a) since a specific requirement for qualification under section 
501 (e) is that the trust be created or organized in the United States. 
However, section 403 (a) (4) specifically provides that if a stock bonus, 
pension, or profit-sharing trust would qualify for exemption under sec- 
tion 501 (a) except for the fact that it is a trust created or organized 
outside the United States, contributions to such a trust by an employer 
which is a resident, or corporation, or other entity of the United 
aa shall be deductible under the preceding paragraphs of section 
403 (a). 

Nonqualified plans (sec. 404 (a) (5)).—Section 403 (a) (5) pro- 
vides that employer contributions shall be deductible in the year in 
which the amount is actually distributed or made available to a dis- 
tributee, if the stock bonus, pension, profit-sharing, or annuity plan 
is not one included in paragraph (1), (2) or (3) of section 403 (a). 
For example, if a pension plan is not qualified under section 501 (e), 
or if qualified it is not exempt under section 501 (a), contributions by 
the employer to the pension trust would not be deductible when made, 
but would be deductible when amounts are actually distributed or 
made available to a distributee by the trust. The deduction would 
of course be limited to the amount of the distribution which represents 
employer contributions. 

Taxpayers on accrual basis (sec. 403 (a) (6)).—Section 403 (a) (6) 
provides that for purposes of paragraphs (1), (2), and (3) of section 
403 (a) an accrual-basis taxpayer shall be deemed to have made a 
payment under a plan on the last day of the year of accrual if the pay- 
ment is on account of such taxable year and is made not later than the 
time prescribed by law for filing the return for such taxable year 
(including extensions thereof). This provision is like section 23 (p) 
(1) (E) of the 1939 Code except that present law grants a period of 
only 60 days after the close of the taxable year in which such payment 
must be made in order to be deemed made in the year of accrual. 
_ Limit of deduction (sec. 403 (a) (7)).—This provision, relating to 
limit on deductions in connection with two or more trusts, etc., is 
identical in substance to section 23 (p) (1) (F) of the 1939 Code. 
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Method of contribution (see. 403 (b)).—Section 403 (b), relating to 
deduction for contributions in cases where there is no plan but a 
method of employer contributions having the effect of a pension or 
other plan, is the same as the last sentence of section 23 (p) (1) of the 
1939 Code except for a clarifying change. The amended section 
makes it clear that if there is any arrangement deferring payment of 
compensation for services rendered by one or more employees, section 
403 (a) shall govern the deduction of employer contributions as if 
there were a stock bonus, pension, profit-sharing or annuity plan, or 
similar plan deferring the receipt of compensation. Thus, for example, 
in the case of a deferred compensation contract entered into by an 
employer with 1 employee, or in the case of an annuity contract 
purchased by an employer for 1 employee, the deductibility of em- 
ployer payments will be governed by section 403 and such payments 
will not be deductible under section 162 (relating to trade or 
business expenses). 

Trusts exempt under section 165 (a) of the 1939 Code (see. 408 (c)).— 
Section 403 (c) (1) provides that a stock bonus, pension, or profit- 
sharing trust established before the date of enactment of this title, 
which meets the requirements of section 165 (a) of the 1939 Code 
for its taxable year which begins before and ends on or after the date 
of enactment of this title, shall continue to be exempt from income 
tax (even though it may not meet the requirements of sec. 501 (e)) 
so long as it continues, without interruption, to meet the requirements 
of such section 165 (a). Such continued exemption would, however, 
be subject to the requirement that the trust meet the requirements 
of sections 503, 504, and 505. 

Section 403 (ce) (2) (A) provides that contributions paid by an 
employer into a trust which is exempt by reason of paragraph (1) 
shall be deductible under section 403 or under section 23 (p) of the 
1939 Code as if such section 23 (p) were continued in effect for taxable 
years beginning after December 31, 1953. Section 403 (c) (2) (A) 
als» provides that the deductibility of contributions by an employer 
to an employees’ trust established before January 1, 1954 (or to a 
trust which is in effect a continuation of such a trust) which was not 
exempt from tax under section 165 (a) of the 1939 Code, and under 
which the rights of employees are forfeitable, shall be controlled, 
for consecutive taxable years beginning after December 31, 1953, 
as to which such trust does not meet the requirements of section 
501 (e), by section 403 or by section 23 (p) of the 1939 Code as if 
such section 23 (p) were continued in effect for taxable years begin- 
ning after December 31, 1953. Section 403 (c) (2) (B) provides 
that contributions paid by an employer toward the purchase of retire- 
ment annuities, if such purchase is part of a plan, established before 
the date of enactment of this title, which meets the nondiscrimination 
requirements of section 165 (a) of the 1939 Code, and if refunds of 
premiums, if any, are applied within the current taxable year or 
next succeeding taxable year toward the purchase of such retirement 
annuities, shall be deductible under section 403 or under section 23 (p) 
of the 1939 Code as if such section 23 (p) were continued in effect 
for taxable years beginning after December 31, 1953, for each con- 
secutive taxable year beginning after December 31, 1953, as to which 
such annuity plan satisfies the nondiscrimination requirements of 
section 165 (a) of the 1939 Code and in which refunds of premiums 
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are applied, in the manner described above, toward the purchase of 
retirement annuities. 

Section 403 (c) (3), which is a continuation of section 23 (p) (2) of 
the 1939 Code, authorizes a deduction in taxable years beginning 
after December 31, 1953, for unused deductions or contributions in 
excess of deductible amounts attributable to taxable years beginning 
before January 1, 1954, and which would be allowable as deductions 
in later years had section 23 (p) of existing law remained in effect. 
Section 404. Life insurance salesmen 

Section 404, which is identical in substance to section 3797 (a) 
(20) of the 1939 Code, provides that for purposes of applying the 
provisions of subtitle A with respect to contributions to or under a 
stock bonus, pension, profit-sharing, or annuity plan, and with respect 
to distributions under such a plan, or by a trust-forming part of 


such a plan, the term “employee” shall include certain full-time life- 
insurance salesmen. 


Part II—MiIsceLuANeous PROVISIONS 


Section 421. Employee stock options 

This section revises section 130A which was added to the 1939 
Code by the Revenue Act of 1950 to provide special rules for the 
tax treatment of certain employee stock options. The statutory 
scheme of section 130A has been substantially retained but certain 
changes have been made to eliminate ambiguities and to provide 
more definite rules with respect to unanswered problems raised by 
the enactment of section 130A. 

The first change is to specifically provide that variable price options 
are entitled to the benefits of this section. A variable price option is 
an option in which the price to be paid by the employee for stock 
under the option is not determinable at the time the option is granted 
because it is computed under a formula that is related to the market 
value of the stock at a date subsequent to the granting of the option. 
The variable price option was not easily adaptable to the statutory 
language of section 130A, since that section, as drafted, appeared 
applicable only where the price to be paid for the stock under the 
option was the same at the time the option was granted as at the 
time the option was exercised. 

This section now includes variable price options specifically by (1) 
permitting them to qualify under the percentage tests notwithstanding 
the fact that they may not be presently exercisable (clause (ii) cf 
subsection (d) (1) (A)); (2) limiting the compensation, in the case of 
85-95 percent options, to the spread existing at the time the option 
was granted (subsection (b) (2)); and (3) changing the amount 
received by the employer corporation to “price paid under the option” 
in lieu of “option price’”’ as it was under section 130A (subsection (a) 
(3)). For example, an option is given to X in connection with his 
employment entitling him to purchase, after the elapse of 1 year, 
100 shares of the stock of A company, his employer, at 85 percent 
of market value. The market value of A company stock at the time 
the option is granted is $100 per share. One year later the market 
value of A company stock is $200 and X exercises the option buying 
100 shares at $170 per share for a total of $17,000. After holding 








A154 INTERNAL REVENUE CODE OF 1954 


the stock for 2 years he sells the stock for $250 per share or $25,000, 
Since the purchase price of the stock under the option would have 
been $85 per share had the option been exercised at the date of 
grant, the option qualifies under the clause (ii) of subsection (d) 
(1) (A). His gain under subsection (b) shall be the lesser of (1) 
$250 (market value when sold) minus $170 (price paid for stock); or 
(2) $100 (market value at the time the option was granted) minus $85 
(the price that would have been paid for the stock had it been exer- 
cised at the date the option was granted). Consequently, X upon 
the sale of his 100 shares of A company stock will be taxable on $15 
per share ($1,500) ordinary income and $65 per share ($6,500) capital 
gain, In determining the capital gain the amount taxable as ordinary 
income ($15) is added to the purchase price of the stock ($170). 

The second change is intended to preserve the benefits of this section 
for an employee having a restricted stock option where the employer 
corporation changes its corporate form in a transaction to which 
section 354 (relating to tax-free corporate separations or acquisitions) 
is applicable. Under section 130A (a) an employee must be an em- 
ployee of either the corporation granting the option or a parent or 
subsidiary thereof at the time the option is exercised. A strict inter- 
pretation of this language would deny an employee the benefits of 
section 130A, for example, in the case where he was not employed by 
the corporation which had granted him the option but by a corporation 
which acquired his employer in a merger under State law. Since many 
restricted stock options give employees equivalent rights to purchase 
the stock of their new employer, this situation is not uncommon, ‘This 
change in subsection (a) is intended to overcome this interpretation. 

The third change is found in subsection (d) (1) (C) and provides 
that where the option price is at least 110 percent of the market value 
of the stock at the time the option is granted and the option is exer- 
cisable over a period of not more than 5 years, an employee may own 
more than 10 percent of his employer’s stock at the time the option is 
granted and still be entitled to the benefits of this section. 

The fourth change is found in subsection (d) (1) (D) providing 
that restricted stock options granted after December 31, 1953, must 
be exercisable within a period of 10 years. This rule is intended to 
eliminate cases where options are granted covering a period of such 
great duration that the employee is almost certain of benefit, even 
though there is no action on his part to increase the success of the 
employer corporation. 

The fifth change is found in subsection (d) (4) (B) and addition- 
ally defines a disposition as an event which terminates a joint tenancy 
except where the stock is reacquired by the employee and excludes 
from such definition the acquisition or transfer of stock acquired 
under a restricted stock option in joint tenancy. This provision is 
intended generally to incorporate the rule of section 39.130A—5 (3) 
(ii) of Regulations 118 in order that stock acquired in common-law 
States under a restricted stock option may be owned jointly without 
disadvantageous tax results. 

The sixth change is found in section (d) (6) and is intended to 
provide definite rules for the exercise of restricted stock options 
after the death of the employee. Under section 130A the tax conse- 
quences of the exercise of a restricted stock option by the estate or 
beneficiary of a deceased employee are in an uncertain state, ‘This 
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paragraph provides that the estate or beneficiary shall receive the 
same treatment the employee would have received had he lived and 
exercised the option. However, the estate is not required to be an 
employee at the time the option is exercised nor is it subject to the 
holding period requirements providing that the stock must not be 
sold prior to 2 years from the date the option was granted nor 6 
months from the date the stock was acquired. In the year that an 
amount is includible, under subsection (b), in the income of the 
decedent’s estate or beneficiary there shall be allowed a deduction 
for the estate tax attributable to the inclusion of the net value of the 
restricted stock option in the decedent’s estate. 

The seventh change is found in subsection (e) relating to the modi- 
fication, extension or renewal of an option. Paragraph (1) applies to 
options granted prior to January 1, 1954, and exercisable over a 
pare, more than 10 years and retains the present law of section 
130A (e). 

Paragraph (2) applies to options exercisable over a period of not 
more than 10 years (this includes restricted stock options granted 
after December 31, 1953, and options granted at any time that are 
exercisable over a period of 10 years or less). This paragraph elimi- 
nates the requirement in present law that upon a modification, exten- 
sion, or renewal the new option price must be at least 85 percent of the 
fair market value of the stock at its highest point on the date of grant 
or at the time of any subsequent modification, extension, or renewal. 
This worked a hardship in the case of options on stock that had de- 
clined in value, since situations developed where the option price after 
a modification, extension, or renewal had to be higher than the market 
value of the stock in order to qualify as restricted stock options, 
Additionally, a modification has been defined as any change in the 
terms of the option which gives the employee additional benefits 
under the option, and excludes from this definition any change in the 
terms of the option attributable to changes in the corporate form of 
the employer which would have resulted in a distribution of stock or 
stock rights as to which no gain or loss would be recognized under 
section 305. For example, neither the shortening of the exercise 
period of an option nor changing the terms of the option necessitated 
by the employer corporation merging into another corporation under 
State law would be considered a modification. Also, any option 
granted after February 26, 1945, which would otherwise qualify as a 
restricted stock option except for the fact that it is assignable, may 
qualify as a restricted stock option by changing its terms to make it 
nonassignable and exercisable over a period of not more than 10 years 
from the date the option was granted without these changes being 
considered a modification of the option. 

The eighth and final change is found in subsection (f) and is intended 
to facilitate the administration of this section by making any necessary 
corrections in the year in which a premature disposition of stock 
acquired under a restricted stock option is made. Presently, when 
stock acquired under a restricted stock option is disposed of prior to 
2 years from the date the option was granted or 6 months from the 
date the stock was acquired, the special treatment applicable to 
restricted stock options is lost. In these cases it has been necessary 
to open returns of the prior year of exercise in order to tax the employee 
and to allow the employer a deduction whenever permitted by law. 
This section is intended to make these adjustments more current. 
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SUBCHAPTER E—ACCOUNTING PERIODS AND METHODS 
OF ACCOUNTING 


Part I—Accountine Periops 


Section 441. Period for computation of taxable income 


Subsections (a), (c), and (g) adopt the rules and definitions contained 
in the first part of the first and second sentence of section 41 of the 
1939 Code. Subsections (b), (d), and (e) are derived from section 
48 (a) and (b) of the 1939 Code with the addition of the 52-53 week 
fiscal year. 

Subsection (f) permits a corporate taxpayer to elect a 52-53 week 
fiscal year. Any corporation which regularly computes its income on 
the basis of a period which is either 52 or 53 weeks always ending on 
the same day of the week which either (1) occurs for the last time in 
a calendar month, or (2) falls nearest the end of a calendar month, 
may compute its income for tax purposes on the basis of that period. 
Under (1) the year may end as many as 6 days before the end of a 
month but must end within that month. Under (2) the year may 
end as many as 3 days before the end of a month or as many as 3 days 
after the end of amonth. Under the 52-53 week fiscal year a taxpayer 
shall on the average have five 52-week fiscal years to each 53-week 
fiscal year. 

Whenever it is necessary to determine when a taxable year begins, 
as for example, in case a new rate of tax applies to taxable years begin- 
ning after December 31, a 52-week year beginning on December 26, 
27, 28, 29, 30, or 31 shall be treated as beginning on the Ist day of 
January—the first day of the month beginning nearest to the first day 
of the taxable year. Similarly, if a return must be made on or before 
the 15th day of the 3d month following the close of the fiscal year, a 
52-week year ending on June 1, 2, or 3 shall be treated as ending on 
the preceding May 31, the last day of the month ending nearest to 
the last day of the taxable year. On the other hand, if the rate of tax 
changes during a 52- or 53-week taxable year, the special rules in 
paragraph (2) will not apply to the computation under section 21 
(relating to changes in rates during a taxable year). For example, if 
a rate of tax for taxable years beginning after June 30, 1955, is reduced 
from 30 to 25 percent and a 52-week taxable year ends on August 27, 
1955, the tax shall be computed under section 21 on the basis of the 
actual number of days in the taxable year before the effective date of 
the change of rate and the actual number of days in the taxable year 
on and after the change of rate. 

When a taxpayer changes to a 52-53-week taxable year, in most 
cases, there will be a short taxable year involved in the transition. 
If the taxpayer is merely changing from the end of a month to the 
particular day with reference to the end of the same month, the income 
for the short period will not be annualized. A short taxable year 
which is in excess of 358 days will be treated as a full taxable year, 
and a short taxable year of less than 7 days shall be added to and be- 
come a part of the following taxable year. If the short period is 
more than 6 days and less than 359 days the taxable income shall be 
annualized as provided in section 443 except that the income shall be 
multiplied by 365, and the result divided by the number of days in 
the short period. For example, a corporation which reports taxable 
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income for 1953 on a calendar year basis, elects to report income for 
1954 on the basis of a 52-week period ending on the Saturday nearest 
the end of December. The first taxable period consists of the 52- 
week period from January 3, 1954, to and including January 1, 1955, 
plus the short period of 2 days, January 1 and 2, 1954. 

Broad regulatory authority is granted the Secretary or his delegate 
so that such rules as are deemed necessary may be prescribed in order 
to give full effect to subsection (f). 

Section 442. Change of annual accounting period 

This section is derived from section 46 of the 1939 Code. 
If a taxpayer does not have an annual accounting period 
because he does not keep books and then adopts an annual 
accounting period other than a calendar year, there is a specific 
requirement that he obtain consent of the Secretary or his delegate. 

A new taxpayer who must adopt an annual accounting period need 
not secure consent of the Secretary or his delegate under this section 
but may be subject to restrictions on the adoption of a taxable year 
contained in other sections such as section 706 (relating to taxable 
years of partner and partnership). 


Section 443. Returns for a period of less than 12 months 


Subsection (a) adopts the portions of section 47 of the 1939 
Code relating to the circumstances under which a return for 
a short period must be made. Subsection (b) provides for 
the annualization of income in the case of a return for a short period 
by reason of a change in the annual accounting period. In annualiz- 
ing income of a short period if the taxpayer has changed to a 52-53- 
week fiscal year, the provisions of section 441 (f) (2) (B) (iii) apply, 
and the annualization is made on a daily basis instead of a monthly 
basis. Subsection (b) results in no other change from section 47 (c) 
of the 1939 Code. 

Subsection (c) provides for prorating the deduction for personal 
exemption in the case of a return for a short period by reason of the 
termination of the taxable year due to jeopardy. This provision is 
contained in section 47 (e) of the 1939 Code. There is a new pro- 
vision added by reason of the change of the personal exemption 
from a credit to a deduction. This provision limits to $600 the 
deduction for personal exemption (or a deduction in lieu thereof) in 
the computation of tax for a short period resulting from a change of 
accounting period when the income and deductions are annualized. 


Part II Meruops or AccountTING 
SUBPART A—METHODS OF ACCOUNTING IN GENERAL 


Section 446. General rule for methods of accounting 


Section 446 includes the portions of section 41 of the 1939 Code 
relating to methods of accounting. Subsection (a) provides the gen- 
eral rule that the regular method of accounting used in keeping the 
books of the taxpayer is to be used in the computation of income for 
tax purposes. If the taxpayer does not have a method of accounting 
which is regularly used for bookkeeping purposes or if the method is 
one which does not clearly reflect income, under subsection (b), the 
computation of income for tax purposes is to be made under a method 
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which, in the opinion of the Secretary or his delegate, does clearly 
reflect income. A method of accounting which reflects the consistent 
application of generally accepted accounting principles in a trade or 
business will ordinarily be considered as clearly reflecting income. 
These provisions rearrange and clarify the provisions of the 1939 Code. 
It is not necessary to keep books in order to have an accounting met|)- 
od. In the case of a taxpayer whose sole source of income is wages, 
duplicate tax returns or other records may be sufficient to constitute 
the use of the method of accounting used in the preparation of income 
tax returns. Thus, the great bulk of such taxpayers who file returns 
on the cash basis will be considered to be using that method and hence 
ordinarily not subject to having their income computed on a basis 
which the Secretary or his delegate determines will clearly reflect 
income. 

In subsection (c) the permissible methods of accounting subject to 
the provisions of subsections (a) and (b) are enumerated. All methods 
of accounting recognized under existing law are continued. In addi- 
tion one or more hybrid methods may be authorized in the regulations 
issued under paragraph (4). One such method, in the case of a smal! 
retail store, will be an accrual of items affecting gross income such as 
purchases, sales of goods, accounts payable, and accounts receivable. 
In such a case items of deduction such as rent, interest, clerks’ salaries, 
insurance and similar items may be accounted for on a cash basis. 
Any such hybrid method is, of course, subject to the requirements of 
subsection (b) that there be a clear reflection of income under the 
method. 

Subsection (d) codifies existing case law. 

Subsection (e) codifies existing regulations. A change in the method 
of accounting includes a change in the general method of accounting 
such as a change from the cash receipts and disbursements method to 
an accrual method, or vice versa, or a change from the cash or an 
accrual method to the long-term contract method, or vice versa. 
It also includes a change in the treatment of a material item such as a 
change in the method of valuing inventory, or a change from an ac- 
crual method without estimating expenses to an accrual method with 
estimated expenses, or vice versa, or a change in the method of de- 
preciating any property. A change in the method of accounting is a 
substantial change as distinguished for each change in the treatment 
of each item. In computing taxable income, a taxpayer who changes 
his general method of accounting or who treats material items in- 
consistently must obtain the consent of the Secretary or his delegate 
unless an express provision of this chapter permits such change at 
the election of the taxpayer without such consent. 


SUBPART B—TAXABLE YEAR FOR WHICH ITEMS OF GROSS INCOME 
INCLUDED 


Section 451. General rule for taxable year of inclusion 

Section 451 continues the provisions of section 42 (a) of the 1939 
Code. The method of accounting employed in computing taxable 
income must, under section 446, be a method which clearly reflects 
income. The special rule in case of the death of a taxpayer who 
uses an accrual method makes no change in existing law. 
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Section 452. Prepaid income 

Under the 1939 Code, regardless of the method of accounting, 
with minor exceptions established by regulations or administrative 
practice, amounts are includible in gross income by the recipient 
not later than the time of receipt if they are subject to free and 
unrestricted use by the taxpayer even though the payments are 
for goods or services to be provided by the taxpayer at a future time. 
Section 452 will permit the taxpayer to defer the inclusion in income 
of these amounts until earned in the manner required by the tax- 
payer’s method of accounting subject to the rules and conditions 
prescribed in the section. The provisions of section 446 operate to 
require the method of accounting used in computing taxable income 
to clearly reflect income. 

Subsection (a) provides for the allocation of prepaid income which 
will be earned within the 5 taxable years after the year of receipt. 
The income is to be allocated over the period when earned in accord- 
ance with the taxpayer’s method of accounting. The income need 
not be allocated equally. Thus if the fifth year’s rent under a lease 
is paid in advance, the taxpayer-lessor may, instead of including the 
amount in income when received, elect to allocate the rent to his 
taxable period corresponding to the fifth year of the lease if such 
practice is proper under the method of accounting employed by the 
taxpayer. If the entire rent for the 5 years was received in advance, 
the rent might be apportioned pro rata over the corresponding taxable 
years of the taxpayer in accordance with the method of accounting. 

Subsection (b) provides for the treatment of amounts which will not 
be earned within 5 taxable years after the year of receipt and which 
the taxpayer has elected to defer under this section. The taxpayer 
may obtain the consent of the Secretary or his delegate to take the 
amounts into income in any manner. In the absence of such consent, 
the amounts must be taken into account ratably over the period of 
the taxable year of receipt and the 5 succeeding taxable years. 
Assume that the taxpayer receives in the first year the last year’s rent 
on a 10-year lease. The annual rental is $6,000. The 10th year rent 
must be allocated $1,000 to each of the first 6 years of the lease, and 
with the rent attributable to the year, there would be a total of $7,000 
taken into income for each of the first 6 years. In the seventh, eighth, 
and ninth years $6,000 will be taken into income. There will be no 
income in the final year. Present law would tax $12,000 in the first 
year—the rent attributable to the year plus the advance payment. 
Under subsection (b) it is possible for the Secretary or his delegate to 
permit the taxpaver to defer the advance payment until the 10th 
vear when it will be earned. Conditions may nor may not be imposed 
in the sole discretion of the Secretary or his delegate. 

Subsection (c) requires the inclusion in gross income of any amount 
previously deferred under this section not later than the time that the 
obligation of the taxpayer described in subsection (e) terminates. If 
the taxpayer dies or goes out of existence, the amount deferred under 
this section must be taken into account in computing income for the 
taxable year in which such death or cessation of existence occurs. 
Special rules for successor corporations are provided in section 
381 (e) (7). 

Subsection (d) contains the rules under which an accrual basis tax- 
payer may elect to be subject to the provisions of this section, The 
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election once made is applicable to all items of prepaid income at- 
tributable to a trade or business. If the taxpayer is engaged in two 
or more trades or businesses, he may elect to defer all prepaid income 
items of any one or more of the businesses. With respect to prepaid 
income which will be earned within 12 months after receipt, the entire 
amount received may be included in gross income when received to 
the extent permitted under regulations prescribed by the Secretary 
or his delegate, even though the taxpayer has elected to defer pre- 
paid income. The election to defer prepaid income will not apply to 
amounts received in taxable years beginning before January 1, 1954, 
even though the amounts will not be earned until after that date. 

The taxpayer may make the election to defer prepaid income with- 
out consent of the Secretary for the first taxable year beginning after 
December 31, 1953, and ending after the date of enactment of this 
title in which he received prepaid income in the particular trade or 
business. Thus a taxpayer coming into existence in 1956 may elect, 
under this section, to defer prepaid income received in that year 
without consent. The election must be made not later than the time 
prescribed for the filing of the return (including extensions). If the 
taxpayer wishes to make an election at a later time, the consent of the 
Secretary or his delegate must be obtained. 

Subsection (e) defines prepaid income as any amount (includible in 
gross income) which is received in connection with, and is directly 
attributable to a liability as defined in paragraph (2) and the liability 
extends beyond the taxable year in which the amount is received. 
Liability includes a liability to render services such as a television 
service contract if the contract is a bona fide and separate transac- 
tion and not merely a guaranty incidental to and part of the sale 
of a product. For treatment of items incidental to sales, see section 
462. Liability also includes an obligation to furnish goods or other 
property or to allow the use of property such as rental property. 
However, prepaid income does not include income from the sale or 
other disposition of a capital asset or any income treated as gain 
from the sale of a capital asset. 


Section 453. Installment method 


Section 453 is derived from section 44 of the 1939 Code. The 
following substantive changes have been made: 

1. Under subsection (b) in the case of a sale of realty or a casual 
sale of personalty, there need be no payment made in the taxable 
year of the sale. Under present law initial payments are required 
in the taxable year of the sale, but such payments could not exceed 
30 percent of the selling price. Under subsection (b), payments dur- 
ing the taxable year in which the first payment is made may not 
exceed 30 percent. 

2. Under subsection (c) an adjustment is provided to eliminate the 
double taxation of income when a taxpayer changes from an accrual 
method to the installment method. The adjustment is in the form 
of a reduction in tax for the year in which the item is includible the 
second time. The reduction is the amount of the tax attributable to 
the item in the prior year but not in excess of the tax attributable to 
the item in the year in which it is includible the second time. The 
tax attributable to an item is that percentage of the tax for the year 
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which the gross profit from installment sales bears to the gross income. 
For example: 


| Year 1 | Year 2 Year 3 (year 
. - of change) 
Gross profit from installment sales (receivable in 5 install- 
ments) D0, iceman 1 $20, 000 
speee $50, 000 2 $10, 000 
i lected 3 $20, 000 
Other income. $80, $200, 000 $150, 000 


GR dik caine tid Be hvbtsccnsobing epaths dened, $180, 000 $250, 000 $200, 000 
Deductions_..... “ $60, 000 $50, 000 | $50, 000 

Taxable income. = $120, 000 $200, 000 | $150, 000 
Assuming a tax rate of. < 30% 50% | 40% 
Tax would be $36, 000 $100, 000 | $60, 000 


1 From year 1 sales, 
2 From year 2 sales, 
3 From year 3 sales. . ’ 
Computation of adjustment 
YEAR 1 ITEM 
In year 3— butablet 1 $20, 000 ea4 
Tax attributable to year 1 item =~ X $60, 000 
t $200, 000 7 
Taz attrioutable fo second inclusion... .....--.-.-«-....-..-.----- $6, 000 


1 YO a ceiecaleae Sd ee, $20,000. ... 
Tax attributable to prior inclusion = 3180, 000 < $36, 000 


Tax attributable to original inclusion is_..................--_____- $4, 000 
Adjustment in respect of year 1 item is__.....-......-..-.......-- $4, 000 


YEAR 2 ITEM 
In year 3— $10. 000 
Tax attributable to year 2 item = $900,000 < $60, 000 
Tax attributable to second inclusion is.............-..---.------- $3, 000 
In year 2— wal] 5 $10,000... 
Tax attributable to prior inclusion = 5250. 000 * $100, 000 


Adjustment in respect of year 2 item is......-...........-.----.-- $3, 000 


The tax for 1954 would be reduced by $4,000 plus $3,000, a total of $7,000. 
The tax would then be $53,000 in year 3. 

The adjustment shall be made if the change of method occurs in a 
taxable year beginning after December 31, 1953, for all amounts 
required to be included a second time without regard to whether 
the prior inclusion of the amount occurred in a taxable year beginning 
before, on, or after December 31, 1953. 


Section 454. Obligations issued at discount 


Subsection (a) corresponds to section 42 (b) of the 1939 Code; sub- 
section (b) corresponds to section 42 (c) of the 1939 Code; and sub- 
section (c) corresponds to section 42 (d) of the 1939 Code. No changes 
of substance have been made in these provisions. 


SUBPART C—TAXABLE YEAR FOR WHICH DEDUCTIONS TAKEN 


Section 461. General rule for taxable year of deduction 


Section 461 adopts the provisions of section 43 of the 1939 Code in 
rearranged form. The timing of deductions and credits otherwise 
allowable is determined by the taxpayer’s method of accounting. The 
method must clearly reflect the income of the taxpayer. 
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Subsection (c) isnew. Real property taxes which relate to a definite 
period of time shall be treated by all accrual basis taxpayers as 
accruing ratably over that period. Under present law the tax is 
deemed to accrue at some definite moment which is determined by 
reference to State or local law fixing when the tax becomes a lien on the 
property or when personal liability for the tax arises or on some other 
yasis. Under the proposed provision a real property tax for the 
calendar year 1954 regardless of when due, when a lien, or when the 
taxpayer becomes personally liable for the tax shall be treated as 
accruing ratably over the period for which the tax is levied. 

The special rules are necessary to cover the transition from prior 
law so that (1) the same tax may not be deducted more than once, 
and (2) a deduction, otherwise proper, shall not be denied. 


Section 462. Reserves for estimated expenses 

Subsection (a) states the general rule that in computing taxable 
income there shall be taken into account a reasonable addition to 
each reserve for estimated expenses. Subsection (b) provides that 
at the close of each taxable year any excess in such reserve shall be 
taken into account in that year in accordance with regulations. Any 
excess may be credited to income or it may have the effect of reducing 
a deduction that would otherwise be allowable, but only in the year 
in which facts and circumstances become known which cause the 
reserve to be excessive. 

Subsection (c) provides that the taxpayer must make an election 
to treat expenses in his trade or business on an estimated basis. The 
mechanics of making the election are to be prescribed by regulations. 
No such election may be made by taxpayers using the cash receipts 
and disbursements method of accounting. The reserve method of 
treating estimated expenses may be elected by the taxpayer without 
consent of the Secretary for the first taxable year (1) which begins 
after December 31, 1953, and ends after the date of enactment of 
this bill, and (2) for which there are expenses which may be estimated 
reasonably in the trade or business. The election shall be made not 
later than the time prescribed for filing the return, including exten- 
sions. Thus a taxpayer coming into existence nm 1955 who has 
expenses which qualify under this section for the first time during 
1956, may elect in his return for 1956 to establish reserves for such 
expenses. An election under this section may be made at any time 
with the consent of the Secretary or his delegate. 

Subsection (d) defines the expenses which may be estimated in the 
taxable year as those which would (but for this section) be required to 
be taken into account for a subsequent taxable year. The Secretary 
or his delegate must be satisfied that the expenses can be estimated 
with reasonable accuracy. For example, if cash discounts are allowed 
customers for prompt payment, and the taxpayer can predict from ex- 
perience the approximate percentage of the allowable discounts which 
will be taken (even though he cannot name the customers with cer- 
tainty), he will be permitted a deduction in the year in which the sales 
are reported equal to the discounts which will be realized in the process 
of collecting the accounts. If repairs or replacements will have to be 
made under guaranty on products sold during the year, and the aver- 
age cost of such repairs or replacements can be estimated with reason- 
able accuracy, the taxpayer may take as a deduction in the year of 
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such sales a reasonable addition to a reserve for product guaranties. 
The balance in the reserve at the close of each taxable year must be 
adjusted to reflect the estimated liability of the taxpayer with respect 
to outstanding guaranties. Other illustrative items for which such 
reserves might be set up in appropriate cases include sales returns and 
allowances, freight allowances, quantity discounts, vacation pay, and 
certain liabilities for self-insured injury and damage claims. The 
Secretary or his delegate may disallow additions to any reserve of this 
type if he finds that the costs and expenses for which provision is made 
are not reasonably supported by the taxpayer. 

Example: Taxpayer selling air-conditioning units guarantees the 
product, including parts, for 1 year subsequent to sale. Taxpayer's 
experience indicates that the average cost of fulfilling the guaranty is 
as follows: 

Labor, 6 hours, at $2 

Nig terink GON hs hie aud niece opis oe om dere in Cd be aa ewe 

Overhead (including allocable part of truck depreciation and maintenance 
expenses— 20 miles, at 20 cents per mile) 


For each unit sold $24 would be deducted as a cost of the sale and 
set up in a reserve account. As the expenses are actually incurred each 
month, the reserve would be decreased so that, with respect to each 
contract, the reserve would be eliminated over the guaranty period. 
At the close of each taxable year the reserve would be adjusted to 
reflect changes in the cost experience of the taxpayer. 

It is important to note that the particular costs and expenses which 
are the basis for the addition to the reserve are not to be considered 
as having been incurred prior to the time that they actually take place. 
The addition to each reserve is allowable asa single item, In the exam- 
ple above, the depreciation on the truck would be taken, and basis 
adjusted, as it would have been taken were it not for this section, 
despite the fact that it was taken into consideration in establishing 
the reserve. 

The reserve method is not to be allowed for costs and expenses of 
a contingent or contested nature and as to which there is no reasonable 
certainty of their amount. Reserves created for general undeter- 
mined contingencies, indefinite possible future losses, expenses and 
losses not reasonably related to the taxable year, or for specific ex- 
penses and losses that are being contested or are in litigation, cannot 
ordinarily be estimated with reasonable accuracy and are not to be the 
basis for additions to reserves under this section. 

Subsection (d) (2) provides for additional exceptions. This reserve 
method is not to be available for any deduction attributable to income 
taken into account in taxable years preceding the first taxable year for 
which the election under this section is made. A deduction is not 
allowable for an addition to or the creation of reserves for estimated 
expenses attributable to prepaid mcome which the taxpayer has 
elected to defer under section 452. This section specifically excludes 
deductions relating to bad debts which continue to be provided for 
under section 166. 
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SUBPART D—INVENTORIES 


Section 471. General rule for inventories 


This section corresponds to section 22 (c) of the 1939 Code. No 
changes of substance have been made. 


Section 472. Last-in, first-out inventories 

Section 472 corresponds to paragraphs (1) to (5), inclusive, of 
section 22 (d) of the 1939 Code. These provisions have been rear- 
ranged in part but there are no changes of substance, 


Part IJJ—ApsustmMents 


Section 481. Adjustments required by changes in method of accounting 

If there is a change in the method of accounting employed in com- 
puting taxable income from the method employed for the preceding 
taxable year, adjustments must be made in order that every item of 
gross income or deduction is taken into account and that none are 
omitted. At the same time no item is to affect the computation of 
taxable income more than once, It is only those omissions or doubling 
ups which are due to the change in method which must be adjusted. 

Under present Jaw these adjustments are made whenever the tax- 
payer requests permission to change his method of accounting. 
Where the Commissioner forces a taxpayer to change his method of 
accounting because the old method does not clearly reflect income, 
various court decisions have denied the Commissioner the right to 
make the necessary adjustments. 

For taxable years beginning after December 31, 1953, if the tax- 
payer changes his method of accounting, voluntarily or involuntarily, 
adjustments will be made in the year of the change. If the adjust- 
ments increase the taxable income by more than $3,000, the tax 
attributable to the adjustment shall not exceed the tax which would 
have resulted if the adjustment had been included ratably in the tax- 
able year of the change and the 2 preceding taxable years. This 

special limitation only applies if the taxpayer used the old method in 
the 2 preceding taxable years. 

The following example will illustrate the application of this section 
to a situation in which an individual taxpayer using the cash method 
on a calendar-year basis changes to the accrual method for the year 
1954. The result would be the same whether the change was re- 
quested by the taxpayer or compelled by the Secretary or his delegate 
in the course of an audit in 1955 or some later year of the taxpayer's 
return for 1954. 

On January 1, 1954, taxpayer had in his store, merchandise which 


cost $2,500. On December 31, taxpayer had a closing inventory of 


$6,000. Purchases during the year amounted to $22,500, and net 
sales were $30,000. Total deductible business expenses were $5,000. 
The computation of taxable income with the use of inventories for 
1954 would be made, assuming no other relevant items, as follows: 
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Net sales.....--------.--------------------------------------2-- 


Opening inventory 
Purchases 


Gross profit 
Deductions 


Taxable income 


Adjustments.—The opening inventory had been deducted in prior 
years under the cash method. In order to prevent the same item from 
twice reducing taxable income, a $2,500 adjustment must be made to 
taxable income. Taxable income is increased to $7,300. The special 
limitation in subsection (b) is not applicable because the increase in 
taxable income is not in excess of $3,000. 

Subsection (c) permits the Secretary or his delegate, to provide 
alternative methods for including the adjustments required by this 
section. Adjustments may be taken into account in any period which 
is agreed upon by the Secretary or his delegate and the taxpayer. 

Subsection (d) makes this section inapplicable in case of a change 
from an accrual to the installment method. In such case the rules 
provided in section 453 (c) apply. 


Section 482. Allocation of income and deductions among taxpayers 


This section corresponds to section 45 of the 1939 Code. No 
substantive changes have been made. 


SUBCHAPTER F—EXEMPT ORGANIZATIONS 


The provisions of subchapter F, which includes sections 501 through 
526, continues with the exceptions described below the provisions of 
the 1939 Code relating to the general exemption from tax for certain 
organizations, such as religious, charitable, and educational organiza- 
tions, and the provisions imposing a tax on the business income of 
certain otherwise tax-exempt organizations. The substantive changes 
relate to the treatment of employees’ stock bonus, profit-sharing and 
pension plans (secs. 501 (e), 503, 504, 505, 511, 513, and 514), and to 
the definition of a business lease (sec. 514 (b)). 


Part I—GeEnNeERAL RULE 


Section 501. Exemption from tax on corporations, certain trusts, ete. 

This section is derived from sections 101 and 421 of the 1939 Code. 
No change in substance has been made except that employees’ 
pension trusts, etc., are brought in the scope of this section. 

Section 501 "(e) i is a revision of the requirements in existing law for 
qualification of employees’ stock bonus, pension, and profit-sharing 
plans. A trust forming part of a stock bonus, pension or profit- 
sharing plan which meets the requirements of section 501 (e), is, by 
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virtue of section 501 (a), exempt from tax under subtitle A unless 
such exemption is denied under section 502, 503, 504, or 505. 

As under section 165 (a) of the 1939 Code, a plan would be con- 
sidered to be “for the exclusive benefit of his employees” where the 
employer makes contributions which are geared to factors pertaining 
exclusively to his own employees, under a plan providing definitely 
determinable benefits on a uniform basis for all participants regard|ess 
of who the employer may be. Contributions by an employer would 
be considered geared to factors pertaining exclusively to his own 
employees where, for example, such contributions are measured hy 
units of production of his own employees, a percentage of his own 
payroll, or cents per hours worked by his own employees, notwithi- 
standing the fact that such contributions are commingled with contri- 
butions of other contributing employers to provide benefits on an 
overall basis for all participants in the plan. 

A trust may qualify under section 501 (e) only if it is a trust created 
or organized in the United States. Fumie (1) and (2) of sec- 
tion 501 (e) continue the requirements of section 165 (a) (1) and (2) 
of the 1939 Code that in order to be qualified a trust must be part of a 
plan established for the purpose of distributing to the employees and 
their beneficiaries the corpus and income of the fund accumulated by 
the trust in accordance with the plan, and that it must be impossible 
under the trust instrument for any part of the corpus or income to be 
used for purposes other than for the exclusive benefit of employees or 
their beneficiaries. 

However, substantial changes are made in section 165 (a) (3), (4) 
and (5) of the 1939 Code with regard to the requirements that a plan 
be nondiscriminatory. Section 501 (e) (3) (A) provides that a trust 
to be qualified must be part of a plan which benefits one or more 
described categories of employees, such as regular employees compen- 
sated on an hourly basis, regular employees compensated on a salary 
basis, regular employees who have been employed for a minimum 
period, not exceeding 5 years, or regular employees who qualify under 
any other classification set up by the employer. As an overriding 
requirement applicable in all cases the classification must not be dis- 
criminatory in favor of employees who are shareholders or key em- 
ployees. Thus, for example, if the plan benefits all regular employees 
who are compensated on a salary basis, the classification must in fact 
not be discriminatory in favor of employees who are shareholders or 
key employees. 

A plan would be considered discriminatory in favor of key employees 
or stockholders only if (1) more than 30 percent of the contributions 
under the plan are used to provide benefits for shareholders, in the 
aggregate, or (2) more than 10 percent of the participants in the plan 
are key employees. However, a classification would not be con- 
sidered discriminatory in any case if, in the case of an employer 
having pot more than 20 regular employees, 50 percent or more of 
all of such regular employees are participants in the plan, and in thie 
case of an employer having more than 20 regular employees, 10 of 
such regular employees or 25 percent or more of all of such regular 
employees, whichever is greater, are participants in the plan. 

Section 501 (e) (3) (B) sets forth certain rules for the application of 
such paragraph (3). The term “shareholders” is so defined that in 
determining whether 30 percent of the contributions under the plan 
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are used to provide benefits for shareholders, an employee who owns 
stoc :k possessing 10 percent or more of the total combined voting power 

of all classes of stock of the employer or of its parent w ould be con- 
sidered a shareholder. In addition, the rules of section 421 (d) (1) 
(C) (i) and (ii) are applied so that stock owned by certain close rela- 
tives of the employee, and stock owned, for example, by a trust of 
which the employee is the beneficiary, would be considered stock 
owned by the employee 

The term “regular employ ees’’ is defined to mean all the employees 
of the employer excluding employees who have been employed not 
more than a minimum period prescribed by the plan, not exceeding 
5 years, employees whose customary employment is for not more than 
20 hours in any 1 week, and employees whose customary employment 
is for not more than 5 months i in any calendar year. 

The term “key employees” is defined to mean those employees 
whose total compensation places them in the highest paid 10 = reent 
of the regular employees of the employer (up to a limit of the 100 
highest paid employees). In determining the number of employees 
which constitutes 10 percent of the employees of the employer, only 
regular employees are counted. However, an employee will be 
included in this 10-percent number (or the 100 highest paid) even 
though he may not be a “regular employee.” Thus, the third highest 
paid employee of an employer having 30 regular employees would be 
considered a key employee even though his customary employment is 
for not more than 20 hours in any 1 week. 

The term “‘participants” is defined as including only those employees 
who, if they remained employees of the employer at their current rate 
of compensation until their normal retirement age, would be entitled 
to receive full benefits under the plan. Full benefits are those benefits 
which are directly related to compensation of the covered employee. 
For example, if each covered employee is to receive a benefit on retire- 
ment equal to 1 percent of compensation in excess of X dollars for each 
vear of service, the employee with 40 years of service will receive a 
benefit of 40 percent of that part of his compensation which is in 
excess of X dollars for the respective years. On the other hand, 
the employee whose compensation is exactly X dollars for such 
respective years or less than X dollars is not a participant since he 
could never get any benefits which are related to his compensation as 
long as such compensation does not exceed X dollars. When his 
compensation does go above X dollars he may become a participant 
at that time. 

In addition to these requirements regarding nondiscriminatory 
classifications, section 501 (e) (4) requires a plan to meet certain 
conditions regarding nondiscrimination within the covered group. 
Section 501 (e) (4) (A) provides that in the case of a pension or 
annuity plan, the contributions or benefits under the plan must 
not bear a higher ratio to compensation for any covered employee 
than for any other covered employee whose compensation is lower. 
In applying this rule, however, the first $4,000 of compensation 
may be disregarded. It will thus not be nec essary to integrate the 
benefits under the plan with OASI benefits under the social security 
program or under the Railroad Retirement Act or similar program. 
or example, if under a money purchase type of pension plan contribu- 
tions on behalf of an employee whose compensation is $10,000 amount 
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to $600 (10 percent of the $6,000 compensation in excess of $4,000), 
contributions on behalf of an employee whose compensation is $15,000 
may not exceed $1,100 (10 percent of the $11,000 compensation jy 
excess of $4,000). Under a fixed benefit or unit benefit type of pension 
plan the benefits for any employee must not be proportionately 
greater than for any lower paid employee under the plan, except tliat 
the first $4,000 of compensation may be disregarded. 

Section 501 (e) (4) (B) provides that in the case of a profit-sharing 
or stock bonus plan, at least 75 percent of the employer’s contribu- 
tions each year must be allocated in such a manner that the allocated 
amounts do not bear a higher ratio to compensation for any covered 
employee than for any other covered employee whose compensation 
is lower. ‘The remaining employer contributions may be allocated in 
the employer’s discretion, subject to the condition that the total 
allocation of all amounts under the plan, as a percentage of compensa- 
tion, to any covered employee does not exceed twice the minimum 
allocated to any other covered employee whose compensation is lower, 
Thus, if an employer makes a contribution of $100,000 to a profit- 
sharing trust, at least $75,000 must be allocated in such a manner 
that the allocated amounts do not bear a higher ratio to compensation 
for any covered employee than for any other covered employee. If 
$1,000 of such amount is allocated to the employee whose compensa- 
tion is $10,000 (10 percent of compensation), then not more than 
$1,500 may be allocated to an employee whose compensation is 
$15,000 (10 percent of his compensation). As to the remaining 
$25,000 of the employer’s contribution to the profit-sharing trust, if 
$200 is allocated to the employee whose compensation is $10,000 
(making a total allocation of $1,200 or 12 percent of his compensation), 
then an additional $2,100 may be allocated to the employee whose 
compensation is $15,000 (making a total allocation of $3,600 or 24 
percent of his compensation). 

For purposes of section 501 (e) (4), the term “compensation’’ is 
defined to mean the basic or regular rate of compensation, or total 
compensation if amounts other than the basic or regular rate of com- 
pensation are determined under a definite formula. 

Section 501 (e) also specifically provides that if the trust meets the 
various requirements summarized above, it shall not be denied quali- 
fied status merely because contributions are not made in accordance 
with a definite predetermined formula in the case of a profit-sharing 
plan. The employer will be free to determine each year the amount, 
if any, of profits which he will contribute to the profit-sharing plan. 
Moreover, the trust will not be denied qualified status merely because 
employees are restricted in their choice of beneficiaries to a class 
which includes the employee’s brothers or sisters, spouse, ancestors, 
or lineal descendants. Finally, as under existing law, qualified status 
will not be denied merely because, in the case of a profit-sharing plan, 
earnings or profits of the taxable year are less than contributions under 
the plan for the year if the accumulated earnings and profits of prior 
taxable years are sufficient to cover the contributions. 

A trust forming part of a stock bonus, pension, or profit-sharing 
plan, which meets the requirements of section 501 (e), is exempt 
from income tax under section 501 (a) except that such exemption 
shall be denied if the trust engaged in a prohibited transaction (sec 
503) or fails to comply with the prescribed requirements with respect 
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to the investment of its funds (sees. 504 (c) and 505). With respect 
to sections 503 and 504 (c), stock bonus, profit-sharing, and pension 
trusts are simply made subject to provisions which are applicable to 
certain tax-exempt organizations and which are continued without 
change from the Internal 1939 Code. 


Section 502. Feeder organizations 


This section is derived from section 101 of the 1939 Code, No 
substantive change has been made. 


Section 603. Requirements for exemption 

This section corresponds to section 3813 of the 1939 Code except 
that under this section a stock bonus, profit-sharing or pension trust 
would lose its exemption from tax under section 501 (a) for certain 
taxable years if it engaged in a prohibited transaction after March 1, 
1954. For example, if the trust loaned any part of its income or 
corpus to the employer-creator of the trust without the receipt of 
adequate security and a reasonable rate of interest, it would lose its 
exempt status. 
Section 504. Denial of exemption 

This section corresponds to section 3814 of the 1939 Code with 
one exception. Section 504 (a) (3) has been broadened so that an 
employees’ trust would be denied its exemption from income tax if 
amounts accumulated out of income are invested in such a manner 
as to jeopardize the carrying out of the purpose or function constitut- 
ing the basis for its exemption. In addition to this requirement, 
investments of employees’ trusts will be subject to scrutiny, as under 
prior law, to insure that consistent with section 501 (e) (2) it is 
impossible, at any time prior to the satisfaction of all liabilities with 
respect to employees and their beneficiaries under the trust, for any 
part of the corpus or income to be used for, or diverted to, purposes 
other than for the exclusive benefit of employees or their beneficiaries, 
No other substantive changes have been made. 


Section 505. Allowable investments for employees’ trusts 


Section 505, which is a new section, prescribes certain allowable 
investments for stock bonus, profit-sharing and pension trusts. Such 
a trust will be denied exemption from tax under section 501 (a) unless 
at the close of each quarter of the taxable year all of its assets are 
represented by certain specified investments. The trust would be 
allowed to invest without limit in (1) cash and cash items (including 
receivables); (2) government securities; (3) annuity contracts, or 
retirement income contracts in which the face amount does not exceed 
100 times the monthly annuity payable at normal retirement age 
under the plan; (4) securities of the employer which established the 
stock bonus, pension, or profit-sharing plan of which the trust is a part, 
or securities of a parent corporation or a subsidiary corporation of such 
employer; and (5) securities of regulated investment companies (as 
defined in sec. 851). An employees’ trust would also be allowed to 
invest in real estate, limited in respect of any one investment to an 
amount not greater in value than 5 percent of the value of the total 
assets of the trust. Finally, an employees’ trust would be allowed to 
invest in other securities, limited in respect of any one issuer to an 
amount not greater in value than 5 percent of the value of the total 
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assets of the trust and 10 percent of the total combined voting power 
of all classes of stock of such issuer. 

The restrictions on investments would apply only to investments 
made after March 1, 1954. Thus, existing investments would remain 
unaffected by this provision, but the investment of any earnings on 
existing investments and the reinvestment of funds when existing 
investments are liquidated would be subject to the restrictions of 
section 505. While the restrictions apply only to investments made 
after March 1, 1954, in determining whether the percentage limita- 
tions of section 505 (a) (6) and (7) are met, all of the assets of the 
trust (including any investments made on or before March 1, 1954) 
shall be taken into consideration. 


Part II—Taxation or Business Income or Certain Exempt 
ORGANIZATIONS 


Section 511. Imposition of taz on unrelated business income of charitable, 
etc., organizations 

This section corresponds to section 421 of the 1939 Code with new 
provisions added to apply to certain trusts. A stock bonus, profit- 
sharing, or pension trust, although exempt from tax under section 
501 (a), would be subject to the tax imposed by section 511 with 
respect to its income from any unrelated trade or business. For this 
purpose, section 513 (b) provides that the term ‘unrelated trade or 
business” means, in the case of a trust described in section 501 (c) 
which is exempt from tax under section 501 (a), any trade or business 
regularly carried on by such trust or by a partnership of which it is a 
member. This provision prevents an employees’ trust from advanc- 
ing the contention that a trade or business in which it engages is not 
an unrelated trade or business on the ground, for example, that its 
trust agreement authorizes it to engage in the particular trade or 
business involved. 

Under section 511 (c) the tax imposed on the unrelated business 
income of an employees’ trust would apply only to taxable years 
beginning after June 30, 1954. No other substantive changes have 
been made. 


Section 512. Unrelated business taxable income 


This section is derived from sections 421 (c), 421 (d) and 422 of the 
1939 Code. No substantive changes have been made. 


Section 513. Unrelated trade or business 


This section corresponds to section 422 (b) of the 1939 Code. No 
substantive changes have been made. 


Section 514. Business leases 


This section corresponds to section 423 of the 1939 Code relating 
to the treatment as unrelated business net income certain rents 
received by certain tax-exempt organizations. With a single excep- 
tion, this section is the same in substance as existing law although 
considerable rearrangement has been effected. 

Under existing law a lease constitutes a supplement U lease (redes- 
ignated as a “business lease” under this section) only if the lease is 
for a term of more than 5 years. A special provision treats as a 
lease for more than 5 years one which contains an option for renewal 
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or extension. These rules are unchanged and are set forth in section 
514 (b) (2) (A). Section 514 (b) (2) (B) contains a new rule under 
which a lease is treated as continuing for more than 5 years where 
the property has been occupied by the same leasee for a total period 
of more than 5 years (commencing not earlier than the date of acqui- 
sition of the property by the tax-exempt organization or trust) 
whether the occupancy is under one or more leases, renewals, exten- 
sions, or continuations. This provision, however, shall have appli- 
cation only in the sixth and succeeding years of such occupancy. 
Thus, if a tenant occupies the premises under a series of leases, or 
continues to occupy the premises on an informal basis after one or 
more leases, his occupancy after the first 5 years shall be treated as 
though it was under a lease for more than 5 years. Continued 
occupancy shall be considered to be by the same leasee if the occupants 
during the period are so related that losses in respect of sales or 
exchanges of property between them would be disallowed under 
sec ‘tion 267 (a). 

ection 423 (a) of the 1939 Code contains an exception to the treat- 
me ont of rents from leases of more than 5 years where a large part of 
the property is leased under short-term leases. Under this exception 
where part of the property is leased for more than 5 years and part is 
leased for less than 5 years, the long-term leases are treated as supple- 
ment U leases only if (1) the rents from the property under the long- 
term leases will be 50 percent or more of the total rents or the area 
occupied under the long-term leases represents 50 percent or more 
of the total area of the real property; or (2) the rent derived from any 
one tenant under a long-term lease (or from an affiliated group) repre- 
sents more than 10 percent of the total rents or the area occupied by 
one such tenant or group of tenants represents more than 10 percent 
of the total area. This exception is continued in subsection (b) (3) 
(B) of this section. The provision requiring 50 percent of the rents 
or area occupied to be under long-term leases is not affected by the 
new rule with respect to continuing occupancy described above, pro- 
vided that no such continuing occupant contributes more than 10 
percent of the total rents or occupies more than 10 percent of the total 
area. For example, if not more than 40 percent of the total rents or 
total area are paid or occupied by a tenant under a lease for more than 
5 years as determined under existing law, and if no such tenant pays 
more than 10 percent of the rent or occupies more than 10 percent of 
the premises, such leases shall not be considered as “‘business leases’’ 
(supplement U leases) even though the balance of the premises is 
occupied by tenants whose continuing occupancy is for more than 5 
years, provided that the rents paid or the area occupied by any such 
tenant continuing occupancy over 5 years is not in excess of the 10- 
percent limitation. 
Section 515, Taxes of foreign countries and possessions of the United 

States 


This section corresponds to section 424 of the 1939 Code. No 
substantive changes have been made. 
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Part IJ1J—Farmers’ CooreratTives 


Section 621. Exemption of farmers’ cooperatives from tax 

This section corresponds to paragraph (12) (A) of section 101 of 
the 1939 Code. No substantive changes have been made. 
Section 522. Tax on farmers’ cooperatives 


This section corresponds to paragraph (12) (B) of section 101 of 
the 1939 Code. No substantive changes have been made. 


Parr [V—Surrowners’ PROTECTION AND INDEMNITY ASSOCIATIONS 


Section 526. Shipowners’ protection and indemnity associations 


This section corresponds to section 116 (g) of the 1939 Code. No 
substantive changes have been made. 


SUBCHAPTER G—CORPORATIONS USED TO AVOID 
INCOME TAX ON SHAREHOLDERS 


Parr [. Corporations IMPROPERLY ACCUMULATING SURPLUS 


IN GENERAL 


Part | (ineluding sections 531-536) corresponds to section 102 of 
existing law, and imposes a special tax on any corporation, not spe- 
cifically excepted, formed or availed of for the purpose of avoiding 
the income tax on shareholders. 


Section 531. Imposition of accumulated earnings tax 


This section, corresponding to section 102 (a) of existing law, im- 
poses a tax on the accumulated taxable income of a corporation 
improperly accumulating earnings and profits. ‘The term “accumu- 
lated taxable income’”’ is defined in section 535, 


Section 582. Corporations subject to accumulated earnings tax 


This section, corresponding in part to section 102 (a) of existing 
law, provides that the tax imposed by section 531 shall be applicable 
to every corporation, formed or availed of for the purpose of avoiding 
the income tax with respect to its shareholders. The group of excepte ‘d 
corporations watt, existing law is expanded to include a publicly-held 
corporation; i. e., any corporation which submits proof that its out- 
standing stock is owned by more than 1,500 persons and that not 
more than 10 percent of either the total combined voting power or 
the total value of all classes of its outstanding stock is owned at the 
close of the taxable year, either directly or indirectly, by any one 
individual. For purposes of meeting the 10 percent test, stock owner- 
ship is determined in accordance with section 544, relating to rules 
for determining stock ownership of a personal holding company. 


Section 583. Evidence of purpose to avoid income tax 


This section, corresponding to section 102 (b) and (c) of the presen! 
law, provides a presumption that any corporation which permits its 
earnings and profits to accumulate beyond the reasonable needs of 
the business has been formed or availed of for the purpose of avoiding 
income tax on its snareholders. The section has been amended to 
provide that, in determining whether earnings and profits have been 
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permitted to accumulate beyond the reasonable needs of a business, 
reasonably anticipated needs of a business must be considered. It is 
intended that this provision will make clear that there is no require- 
ment that the accumulated earnings and profits be invested imme- 
diately in the business so long as there is an indication that future 
needs of the business require such accumulation. In any case where 
there exists a definite plan for the investment of earnings and profits, 
such corporation need not necessarily consummate these plans in a 
relat vely short period after the close of the taxable year. However, 
where the future needs of the business are uncertain or vague, or the 
plans for the future use of the accumulations are indefinite, the amend- 
ment does not prevent application of the accumulated earnings tax. 


Section 534. Burden of proof 


This section is similar to a provision in H. R. 6712, 80th Congress, 
which was reported and passed by the House of Representatives in 
1948. The section provides that in certain cases before the Tax Court 
the burden of proving that an accumulation of earnings and profits 
is beyond the reasonable needs of the business shall be on the Secretary 
or his delegate. Under present law, the burden of proof is ‘on the 
taxpayer. The bill provides that in order for the burden of proof to be 
shifted, the taxpayer, having received notification from the Secretary 
or his delegate that it is intended to assess a deficiency based in whole 
or in part on the accumulated earnings tax, must submit a statement 
indicating why the needs of the business require the retention of 
earnings and profits, together with facts sufficient to apprise the 
Secretary or his delegate of the basis thereof. If the taxpayer does 
not file such a statement, he must bear the entire burden of proof as 
under existing law. In addition, if the taxpayer presents grounds in 
his statement which are not supported by facts sufficient to apprise 
the Treasury Department of the basis thereof the burden of proof 
with respect to such grounds must be borne by the taxpayer. If the 
Secretary or his delegate fails to give the taxpayer notification prior 
to the issuance of a notice of deficiency (except in the case of a notice 
issued after a jeopardy assessment), then the Secretary or his delegate 
must bear the burden of proof even though the taxpayer has filed no 
statement. 

This section is applicable only with respect to a notice of deficiency 
for a taxable year beginning after December 31, 1953, and mailed 
more than 90 days after the date of enactment of this title. 


Section 685. Accumulated taxable income 


Subsection (a) defines “‘accumulated taxable income,” i. e., the 
amount which is subject to the accumulated earnings tax, and basic- 
ally is ® combination of the adjustments required in computing 
‘section 102 net income” and “undistributed section 102 net income” 
of the present law. The accumulated taxable income is the taxable 
income of the corporation after applying the adjustments provided in 
subsection (b), minus the sum of the dividends paid deduction as 
defined in section 561 and the accumulated earnings credit. 

In adjusting taxable income subsection (b) provides that the follow- 
ing deductions are allowed: 

(1) Taxes accrued during the taxable year. The taxes which 
are deducted include Federal income and excess-profits taxes 
44140°—54——19 
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(but not World War II excess-profits taxes); and income, war- 
profits, and excess-profits taxes of a foreign country or a possession 
of the United States (to the extent not taken as a deduction in 
computing taxable income under sec. 164 (b) (6)); but do not in- 
clude the accumulated earnings tax, the personal holding company 
tax, the alternative capital gains tax or similar taxes imposed by 
corresponding sections of prior income-tax law. Present law has 
been amended to provide an adjustment for taxes of a foreign 
country or a possession of the United States included in the com- 
putation of the corporation’s foreign tax credit and not taken as a 
deduction by such corporation in computing its taxable income. 
(2) Charitable contributions which are disallowed in computing 
taxable income. This adjustment permits the deduction of «|! 
charitable contributions which would otherwise be allowable to 
corporations under section 170 except for the percentage limita- 
tion contained in section 170 (b) (2). 
(3) Capital losses which are disallowed under section 1211 (a) 
in computing taxable income. 
(4) The excess of net long-term capital gains over net shiort- 
term capital losses. 
(5) The deduction allowed to bank affiliates described in 
section 601. 
In adjusting taxable income, subsection (b) further provides that 
the following deductions are not allowed: 
(1) The special deduction for corporations provided in part 
VIII (except sec. 248) of subchapter B. The deductions which 
are disallowed include the deductions for partially tax-exempt 
interest and for dividends received. 
(2) The net operating loss deduction provided in section 172. 
It may be noted that the one year net operating loss carryover 
allowed in section 26 (d) of existing law in computing the basic 
surtax credit will no longer enter into the computation of the 
amount of earnings subject to the accumulated earnings tay. 
(3) The capital loss carryover provided in section 1212. 
Subsection (c) provides for the accumulated earnings credit allowed 
in computing the accumulated taxable income and is designed to 
allow a corporation to accumulate $30,000 in earnings and profits 
before the accumulated earnings tax can be asserted. This credit is 
an amount by which $30,000 exceeds the accumulated earnings at the 
close of the preceding taxable year (reduced by the dividends paid 
after the close of such preceding taxable year in accordance with 
sec. 563). The allowance of this credit shall not in any way create an 
inference that accumulations in excess of $30,000 are unreasonable in 
relation to the needs of the business. ‘This credit is subject to restric- 
tion in the case of multiple corporations formed to avoid income tax. 


Section 536. Income not placed on annual basis. 


This section corresponding to section 102 (f) of present law previece 
that, in computing the accumulated earnings tax, income shall not be 


placed on an annual basis where a return for a short taxable year is 
filed. 
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Part II. Persona Houping Companies 
IN GENERAL 


Part 2 (including sections 541-547) corresponds to sections 500-511 
of existing law, and imposes a special tax on the undistributed income 
of personal holding companies. Several amendments have been made 
to relieve inequities, to clarify and simplify certain provisions, and to 
provide for a more effective administration of the tax. 

Section 541, Imposition of personal holding company tax 

This section, corresponding to section 500 of existing law, imposes 
a tax upon the undistributed personal holding company income of 
every personal holding company. The term “undistributed personal 
holding company income”? is defined in section 545, 


Section 542. Definition of personal holding company 

This section, corresponding to section 501 of existing law, defines 
a “personal holding compary” as any company (not otherwise 
specifically excepted) if at least 80 percent of its gross income for the 
taxable year is personal holding company income and if at any time 
during the last half of the taxable year more than 50 percent in value 
of its outstanding stock is owned, directly or indirectly, by or for not 
more than 5 individuals. Subsection (a) represents a substantial 
simplification of section 501 (a) (1) of present law which provides that 
once a corporation is classified as a personal holding company and the 
80 percent of gross income test is met, the gross income requirement 
in the 3 subsequent years is only 70 percent in lieu of 80 percent. 

In determining stock ownership for purposes of section 542 (a) (2), 
present law has been modified to provide that organizations described 
in section 503 (b) and certain trusts described in section 642 (ce), 
owning stock in the corporation, are considered as an individual. 
Thus, if 50 percent of the stock of a corporation is owned by a tax- 
exempt organization described in section 503 (b), such corporation is 
a personal holding company for purposes of applying the stock owner- 
ship requirement. 

Subsection (b) provides that in the case of certain affiliated corpora- 
tions filing a consolidated return the personal holding company tax 
shall not apply unless the gross income of the group meets the gross 
income requirement. Under present law this treatment is available 
only to railroad corporations. The bill extends the same treatment to 
any group of affiliated companies filing a consolidated return where 
(a) the parent corporation received 80 percent or more of its gross in- 
come from other members of the group for the 3 years immediately 
preceding the taxable year, (6) no member of the group meets the 
personal holding company income requirements if income derived from 
members of the group is excluded from the computation, and (c) no 
member of the affiliated group is a corporation excluded from the 
definition of personal holding company. If any member of the group 
meets the personal holding company income requirement solely on 
the basis of income derived from outside the group, section 541 shall 
be applied individually to each member of the group. 

Subsection (c), corresponding to section 501 (b) of existing law, lists 
the corporations which are excepted from the personal holding com- 
pany tax. Subsection (c) (10), relating to the exclusion of certain 
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foreign corporations, places into the law a rule already contained jn 
the personal holding company regulations (section 39.500-1 (b) of 
Regulations 118). 

Section 543. Personal holding company income 

This section lists those items which are included in personal holding 
company income, and corresponds to section 502 of existing law, 
Subsection (a) (6), relating to the inclusion in personal holdin 9 
company income of rental income received from corporate share- 
holders, is qualified to limit application of the paragraph to cases in 
which the corporation has other personal holding company income 
in excess of 10 percent of its gross income. 

Subsection (b) excludes from gross income and personal holding 
company income only the excess of gains over losses with respect to 
gains from stock and securities transactions and commodities trans- 
actions. Under present law, there is included in gross income and 
personal holding company income the gains from such transactions 
without regard to losses occurring in similar transactions, 

Subsection (c) is the same as existing law and defines “gross income” 
in the case of an insurance company other than life or mutual. 


Section 544. Rules for determining stock ownership 

This section, similar to section 503 of existing law, sets forth the 
rules with respect to constructive ownership of stock and convertible 
manor 


Section 545, Undistributed personal holding company income 
Subsection (a) defines “undistributed personal holding company 
income,” i. e., the amount which is subject to the personal holding 


company ion "and basically is a combination of the adjustments re- 
quired in computing “subchapter A net income” and “undistributed 
subchapter A net income” of the present law. The undistributed 
personal holding company income is the taxable income of the cor- 
poration after applying the adjustments provided in subsection (b), 
minus the dividends paid deduction as defined in section 561. 

In adjusting taxable income, subsection (b) provides that the follow- 
ing deductions are allowed: 

(1) Taxes accrued during the taxable year. The taxes which 
are deductible include Federal income and excess profits taxes 
(but not World War II excess profits taxes); and income, war 
profits, and excess profits taxes of a foreign country or a possession 
of the United States (to the extent not taken as a deduction in 
computing taxable income under section 164 (b) (6)); but do not 
include the accumulated earnings tax, the personal holding com- 
pany tax, the alternative capital gains tax or similar taxes 
imposed by corresponding sections of prior income tax law. ‘The 
changes made in existing law include (a) an allowance of the 
deduction only in the taxable year in which such taxes accrue, 
(b) allowance of a deduction for taxes included in a corporation’s 
foreign tax credit, and not taken as a deduction in computing 
taxable income, and (c) the disallowance of a deduction for 
alternative capital gains taxes. In allowing a deduction only for 
taxes accrued, the committee recognizes that some corporations 
on the cash basis have consistently deducted, in returns filed for 
prior taxable years, only those taxes which have been paid during 
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such years. Such corporations may continue to so deduct only 
the taxes paid during the taxable vear. However, such a cor- 
poration may deduct only the taxes accrued during the taxable 
year if it so elects on its return filed for such year, An election 
once made in a return is irrevocable for such year and the accrual 
method of deducting taxes applies to all subsequent taxable years. 
In the case of contested taxes the accrual occurs in the year the 
contest is resolved (Dixie Pine Products Co, v. Commissioner, 
320 U.S. 516). 

(2) Charitable contributions. This section allows a corpora- 
tion to deduct, in computing its undistributed personal holding 
company income, charitable contributions to the same extent as 
allowed an individual in section 170. In lieu of the adjusted 
gross income in making such computation there shall be employed 
the taxable income of the corporation computed as provided in 
section 170 (b) (2). 

(3) The net operating loss for the preceding taxable year. 
Under present law a 1-year net operating loss carryover is allowed 
a personal holding company in computing its dividends paid 
credit under section 27 (a). Inasmuch as this bill alters the 
concept of the dividends paid credit, a net operating loss deduction 
for the preceding taxable year is not allowed in computing the 
dividends paid deduction, but is allowed as an adjustment to 
taxable income. 

(4) The excess of the net long-term capital gains over the net 
short-term capital losses. Under present law, the alternative 
capital gains tax is imposed in lieu of the income and personal 
holding company taxes. This adjustment reaches the same 
result, Inasmuch as the net long-term capital gain is excluded 
from taxable income, the alternative capital gains tax is not 
allowed as a deduction in computing undistributed personal 
holding company income. 

(5) The deduction allowed to bank affiliates described in 
section 601. 

(6) The amount used or irrevocably set aside to pay or retire 
indebtedness of any kind incurred prior to January 1, 1934. 

(7) The amount of a lien in favor of the United States. Under 
present law a corporation, in computing undistributed subchapter 
A net income, is allowed a deduction of the amount by which the 
undistributed subchapter A net income exceeds the amount 
which could be distributed on the last day of the taxable year as 
a dividend (1) without violating the Trading With the Enemy 
Act or the First War Powers Act, 1941, and (2) not subject to 
a lien in favor of the United States. No provision is made for 
the inclusion of the deductible amounts ih subchapter A net 
income when the earnings are no longer subject to the restrictions 
of the Trading With the Enemy Act or the First War Powers 
Act, 1941, and a lien in favor of the United States. The bill 
provides that only the amount of the lien shall be deducted from 
taxable income and that such amount shall be included in taxable 
income for the taxable year in which the lien is satisfied or 
released. The amount included in taxable income in the year 
the lien is released or satisfied is only the amount which has 
been deducted under this paragraph, and does not include 
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amounts which were allowed as deductions under section 504 (e) 
of the 1939 Code. Shareholders of the personal holding company 
may elect to compute the income tax with respect to such diyi- 
dends as are attributable to the amount which is added to taxable 
income as though such dividends were received ratably over the 
period the lien was in effect. 

In adjusting taxable income, subsection (b) further provides that 

the following deductions are not allowed: 

(1) The special deductions for corporations provided in part 
VIII (except sec. 248) of subchapter B. The deductions which 
are disallowed include the deductions for partially tax-exempt 
interest and dividends received. 

(2) The capital loss carryover provided in section 1212, 

(3) Under certain conditions expense deductions applicable 
to property, allowed under sections 162 and 167, in excess of the 
amount of rental income from such property. 


Section 546. Income not placed on annual basis 

This section corresponds to section 505 (e) of present law and 
provides that, in computing the personal holding company tax, income 
shall not be placed on an annual basis where a return for a short 
taxable year is filed. 


Section 547. Deductions for deficiency dividends 

This section, corresponding to section 506 of existing law, has 
been completely revised and rearranged for clarity, This section 
allows the elimination by a corporation of its personal holding com- 
pany tax liability of a prior year by making a special distribution of 
dividends. 

Subsection (a) provides that where a determination establishes 
liability for personal holding company tax for any taxable year, a 
taxpayer shall be entitled, under certain conditions, to a deduction 
for the amount of deficiency dividends for the purpose of determining 
the personal holding company tax for such year, but not for the 
purpose of determining interest, additional amounts, or assessable 
penalties computed with respect to such tax. 

Subsection (b) provides that, if the allowance of a deficiency dividend 
deduction results in an overpayment of personal holding company tax 
for any taxable year, credit or refund with respect to such overpayment 
shall be made as if on the date of the determination 2 years remained 
before the expiration of the period of limitation on the filing of claim 
for refund for the taxable year to which the overpayment relates. No 
interest is allowed on a credit or refund arising from the application of 
section 547, 

Subsection (c) expands the definition of “determination” as con- 
tained in existing law to include, in addition to a decision by a court 
of competent jurisdiction which has become final or a closing agree- 
ment made under section 3760, an informal agreement signed by the 
Secretary or his delegate and the taxpayer relating to the liability of 
such taxpayer for personal holding company tax. 

Deficiency dividends are defined in subsection (d) as the amount of 
dividends paid by the corporation (or paid by an acquiring corpora- 
tion entitled to the benefits of sec. 381), on or after the date of the 
determination and prior to filing claim for the deficiency dividend 
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deduction, which would have been includible in the computation of the 
deduetion for dividends paid under section 561 for the taxable year 
with respect to which the liability for personal holding company tax 
exists, if distributed during such taxable year. For purposes of this 
section the dividends must be distributed within 90 days after the 
determination and the claim for the deficiency dividend deduction 
must be filed within 120 days after the determination (subsec. (e)). 
Such deduction is allowed as of the date the claim for the deficiency is 
filed (subsee. (b)). 

Subsection (f) provides for the suspension of the running of the 
statute of limitations and stay of collection for a period of 2 years in 
respect of the deficiency and all interest, addi ional amounts, or asses- 
sable penalties arising as a result of any claim filed under subsection (e). 

Subsection (g) provides that no deficiency dividend deduction shall 
be allowed if the determination contains a finding that any part of the 
deficiency is due to fraud with intent to evade tax, or to a willful fai ure 
to file an income-tax return within the time prescribed by law or pre- 
scribed by the Secretary or his delegate pursuant to the law. 

Subsection (h) provides that subsection (a) through (f), inclusive, 
shall be applicable only with respect to determinations made more than 
90 days after the date of enactment of this title. Where the deficiency 
is asserted for a taxable year beginning before January 1, 1954, the 
term “deficiency dividends” includes only amounts which would have 
been ineludible in the computation of the basic surtax credit for such 
year under the 1939 Code. 


Part III.—Forerign PeErsonat Hotping CompaANiIEs 
IN GENERAL 


Sections 551-557, corresponding to sections 331-340 of existing law, 
contains rules with’ respect to the inclusion in a United States share- 
holder’s income of his proportionate share of the income of a foreign 
personal holding company. 


Section 561. Foreign personal holding company income taxed to United 
Slates shareholders 


This section, corresponding to section 337 of existing law, provides 
that the undistributed foreign persona! holding company income of a 
forcign personal holding company shall be included in the gross 
income of United States shareholders. 

Subsections (a), (b), (d), (e), and (g) are substantially the same as 
present law. Subsection (c) has been rewritten to accord with other 
changes in the bill, but no substantive change has been made. 

Subsection (f), relating to the basis of stock in the hands of the 
shareholders, is substantially the same as present law except the period 
of time therein designated has been reduced from 7 years to 6 years 
to accord with the period of limitations. 


Section 552. Definition of foreign personal holding company 
This section is substantially the same as section 331 of existing 


law, which provides the definition of a foreign personal holding 
company. 
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Section 553. Foreign personal holding company income 

This section, corresponding to section 332 of existing law, describes 
foreign personal holding company. ‘The section has ‘been ‘simplified 
by directing a foreign “personal holding company to determine its 
income in accordance with section 543, relating to personal holding 
company income, except that all interest, whether or not treated as 
rent, and all royalties, whether or not mineral, oil or gas royalties, 
constitute foreign personal holding company income. 


Section 554. Stock ownership 

This section, corresponding to section 333 of existing law, provides 
that the rules contained in section 544, relating to rules for deter- 
mining stock ownership of a personal holding company, shall be 


applicable in determining stock ownership of a foreign personal 
holding company. 


Section 555. Gross income of foreign personal holding companies 

This section, corresponding to section 334 of existing law, defines 
“ross income” in the case of a foreign personal holding company 
as if the foreign corporation were a domestic corporation “which is a 
personal holding company. 


Section 556, Undistributed foreign personal holding company income 


Subsection (a) defines “undistributed foreign personal holding 
company income’”’, i. e., the amount to be included in the gross income 
of the corporation’s shareholders, and basically is a combination of the 
adjustments required in computing “supplement P net income” and 
“undistributed supplement P net income” of present law. The 
undistributed foreign personal holding company income is the taxable 
income of a foreign personal holding company after applying the 
adjustments provided in subsection (b), minus the dividends paid 
deduction as defined in section 561. 

Subsection (b) provides that the same adjustments be made to 
taxable income as is required in computing supplement P net income 
under existing law, except, as in the case of personal holding com- 
panies, the net operating loss deduction for the preceding taxable 
vear is allowed as an adjustment to taxable income rather than as a 
factor in determining the dividends paid credit under existing law. 
Also the deduction for taxes and charitable contributions are amended 
to conform with the principles adopted for such deductions in the case 
of a personal holding company. 


Section 557. Ineome not placed on annual basis 

This section corresponds to section 336 (d) of present law and pro- 
vides that in computing the undistributed foreign personal holding 
company income under section 556, section 443 (b), relating to com- 
putation of tax on change of annual accounting period, shall not be 
applicable. 


Part IV. Depuction ror Divipenps Parp 
IN GENERAL 


Sections 561-564, corresponding in part to section 27 of existing 


’ 


law, provides rules for the computation of the dividends paid deduc- 
tion. The provisions have been considerably rearranged and revised 


or 
di 


th 


to 


la 
CO 
pa 
of 





INTERNAL REVENUE CODE OF 1954 Al81 


in the interest of simplification. The net operating loss credit and 
the credit for bank affiliates, allowable under present law in the com- 
putation of the dividends paid credit, are allowed under the bill as 
adjustments to taxable income. 


Section 661, Definition of deduction for dividends paid 


This section, corresponding to section 27 (a) of existing law, 
deseribes the deduction for dividends paid as the dividends paid 
during the taxable year plus, in the case of a personal holding com- 
pany, “the dividend carryover described in section 564. The rules in 
section 562 and 563 are made applicable in the determination of such 
deduction. 


Section 562, Rules applicable in determining dividends eligible for 
dividends paid deduction 


Subsection (a) provides that the term “dividend”’ for purposes of 
this part shall include, except as otherwise provided in this section, 
only those dividends described in section 312 (relating to definition of 
dividends for purposes of corporate distributions). The requirements 
of sections 27 (d), (e), (f), and (i) of existing law are incorporated in 
the definition of “dividend” in section 312, and accordingly are not 
restated in section 562. 

Subsection (b), corresponding to section 27 (g) of existing law, 
provides that distributions during the taxable year in liquidation of a 
corporation which are properly chargeable to earnings and profits 
accumulated after February 28, 1913, are treated as dividend dis- 
tributions. In addition, a corporation in the process of a complete 
liquidation occurring within a 24-month period shall treat any distri- 
bution within such period made pursuant to the plan of liquidation as 
a dividend for purposes of computing the dividends paid deduction, 
to the extent of the current earnings and profits (computed without 
regard to capital losses). 

Subsection (c), corresponding to section 27 (h) of existing law, 
provides the rule to be applied in the case of preferential dividends. 

Subsection (d) is new and provides that, where a personal holding 
company files a consolidated return with other members of an affiliated 
group under section 542 (b) but is required to file a separate personal 
holding company schedule, then a distribution of a dividend by such 
company to another member of the affiliated group shall be considered 
as a dividend for purposes of computing the dividends paid deduction 
if such distribution would constitute a taxable dividend to a recipient 
not a member of the affiliated group. 

Section 663. Rules relating to dividends paid after close of taxable year 

Subsection (a) is new and provides that, in computing the accumu- 
lated earnings tax under section 531, a corporation shall include in the 
computation of its dividends paid deduction the amount of dividends 
paid after the close of a taxable year and on or before the 15th day 
of the third month following the close of such taxable year. 

Subsection (b) is the same as section 504 (c) of existing law. 

Subsection (c) provides that, where a distribution is made after the 
close of the taxable year, such distribution shall be considered to have 
been made on the last day of such taxable year. This rule will 
assure the correct computation of earnings and profits of a particular 
corporation as of the end of a taxable year. 
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Section 564, Dividend carryover, 

‘This section, corresponding to section 27 (c) of existing law, provides 
for the computation of the dividend carryover; i. e., the excess of 
dividends paid in the 2 preceeding years over the income for such 
years. The section has been rewritten for clarity and simplification, 
The principal changes have been the elimination of the net operating 
loss credit and the bank affiliate credit from the computation of the 
carryover. In addition, only the dividends paid in the 2 preceding 
taxable years enter into the computation of the dividend carryover, 

In a case where either the first or second preceding taxable year be- 
gan before January 1, 1954, subsection (c) provides that the amount 
of the dividend carryover to taxable years beginning after December 
31, 1953, shall be determined under the provisions of the 1939 Code, 


SUBCHAPTER H—BANKING INSTITUTIONS 


Part I—Ruues or GenerAt AppuicaTIon To Banxina INstITUTIONS 


Section 581, Definition of bank 


This section corresponds to section 104 (a) of the 1939 Code. No 
substantive changes have been made. 


Section 582, Bad debt and loss deduction with respect to securities 
held by banks 

Subsection (a) of this section is derived from section 23 (k) of the 
1939 Code. No substantive changes have been made. 

Subsection (b) is applicable to worthless stock in an affiliated 
bank, ‘The subsection provides that for purposes of section 165 (g) 
(1) (worthless securities) where the taxpayer is a bank and owns 
directly at least 80 percent of each class of stock of another bank, 
stock in such other bank shall not be treated as a capital asset. The 
effect of this section is that the loss on the security of the affiliated 
bank will be deductible under section 165 (a), which provides for the 
deduction of losses sustained during the taxable year and not 
compensated for by insurance or otherwise. 

Subsection (c) corresponds to section 117 (i) of the 1939 Code, No 
substantive changes have been made. 


Section 583, Deductions of dividends paid on certain preferred stock 


This section corresponds to section 121 of the 1939 Code, No 
substantive changes have been made, 


Section 684. Common trust funds 

This section corresponds to section 160 of the 1939 Code, except 
that subsection (bh) is derived from section 170. The rule for treat- 
ment of partially exempt interest, as stated in subsection (¢) (2) has 
been made applicable to dividends to which section 34 (relating to 
the credit against tax provided for dividends received by individuals) 
and section 116 (relating to exclusions from income of certain income 
received apply.) No other substantive changes have been made. 


Part I[—Morvat Savines Danks, Ere, 


Section 591, Deduction for dividends paid on deposits 
This section corresponds to section 23 (r) of the 1939 Code. No 
substantive changes have been made. 
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Section 592, Deduction for repayment of certain loans 


This section corresponds to section 23 (dd) of the 1939 Code. No 
substantive changes have been made. 


Section 598, Additions to reserve for bad debts 
This section is derived from section 23 (k) of the 1939 Code. No 
substantive changes have been made. 


Section 594. Tax from mutual savings banks condueting life-insurance 
business 
This section corresponds to section 110 of the 1939 Code. No 
substantive changes have been made. 


Parr I1I—Banx ArriniatTes 


Section 601. Special deduction for bank affiliates 


This section corresponds to section 26 (d) of the 1939 Code. No 
substantive changes have been made. 


SUBCHAPTER I—NATURAL RESOURCES 
Part I—Depvucrtions 


Section 611. Allowance of deduction for depletion 

This section is derived from section 23 (m) of the 1939 Code. Cer- 
tain changes in wording and arrangement have been made for the pur- 
pose of simplification and consistency but, with one exception, there 
has been no substantive change in present law. The term “mines”’ is 
defined to include deposits of waste or residue of mines, the extraction 
of ores or minerals from which is treated as mining under section 613 
(c). The effect of this amendment is to extend allowances for de- 
pletion to the extraction of ores or minerals from waste or residue of 
prior mining. 

A waste Pile is not considered, for purposes of the deduction for 
depletion, to be a separate property but a part of the property from 
which it was extracted. Thus, where a mine owner is engaged in the 
mining and sale of ores or minerals from original mine workings along 
with ores or minerals produced by him from waste therefrom, the gross 
income from both shall be aggregated in determining the gross income 
from the property. Likewise, the output from waste shall be com- 
bined with the output of original mine workings in determining 
whether cost depletion or depletion based on percentage of income is 
applicable, 


Section 612. Basis for cost depletion 


This section is the same as section 114 (b) (1) of the 1939 Code, 
except for certain minor clerical changes. There has been no sub- 
stantive change. 


Section 618. Percentage depletion 

The percentage depletion provisions of the 1939 Code (section 114 
(b) (3), (4)) have been rearranged, and in some instances substantive 
changes have been made. 

Subsection (a) of section 613 is derived from portions of the exist- 
ing statute, and provides that in the case of the mines, wells, and 
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other natural deposits listed in subsection (b), the allowance for de- 
pletion under section 611 shall be the percentage, specified in sub- 
section (b), of the gross income from the property excluding from such 
gross income an amount equal to any rents or royalties (payee’s share 
of depletable income) paid or incurred by the taxpayer in respect of t! 
property. Such allowance shall not exceed 50 percent of the tax- 
payer’s taxable income from the property (computed without allow- 
ance for depletion). In no case shall the allowance for depletion un- 
der section 611 be less than it would be if computed without reference 
to section 613. 

Existing law provides that the allowance for percentage depletion 
shall not exceed 50 percent of the taxpayer’s ‘net income” from thy 
property (computed without allowance for depletion). The phrase 
“taxable income” has been used in section 613 (a) because the term 
‘‘net income” has been eliminated from the new code and “taxable 
income” substituted therefor. As used in section 613, the term “tax- 
able income from the property” means the same as “‘net income from 
the property” in existing section 114 (b) (3), (4) (A), and no sub- 
stantive change is intended by the change in language. In computing 
taxable income from the property it-is intended that’ there be taken 
into account all deductible items (other than depletion) including such 
items as administrative and financial overhead expenditures and taxes 
which, under sound accounting principles, are attributable to extrac- 
tion or processes treated as mining. 

The last sentence of subsection ‘(a) isnew. It provides that where 
there has been an aggregation of mineral interests under section 614 
(b), the allowance for depletion under section 611 computed without 
reference to this section shall, with respect to the aggregation, be the 
sum of the depletion allowances computed separately for each of the 
aggregated mineral interests without regard to this section. The 
operation of this provision may be illustrated by the following example: 

A taxpayer owns 3 tracts of land which he acquired at different 
times, and which he operates as a single mine. He elects, under sec- 
tion 614 (b), to aggregate all of these interests and to compute per- 
centage de ple tion on the basis of the mine as a single property. In 
order to determine whether cost or percentage depletion is greater, 
the allowable cost depletion for the aggregation is computed as follows: 


r i be 
Number of Number of 








units sold Cost depk 

Tract Adjusted an within tax tion witt 

‘ basis ort = Fie able year respect to 

ae ? from each each tract 

= tract 
$10, 000 50, 000 10, 000 $2, 
0 100, 000 10, 000 
50, 000 50, 000 1, 000 1,0 
Cost depletion allowable with respect to 

a [ivrensennonnteheteenpapensues |nsulsaineeesim 3, 0 





Subsection (b) is derived from sections 114 (b) (3) and 114 (b) 
(4) (A) of the 1939 Code, and contains the rates of percentage deple- 
tion. No change is made in existing law with respect to the rates of 
percentage depletion in the case of oil and gas wells and sulfur. This 
subsection applies percentage depletion at a 15 percent rate to the 
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following minerals: ball clay, sagger clay, china clay, chemical grade 
limestone, metallurgical grade limestone, metal mines, rock asphalt, 
slate, and vermiculite. Except for slate, in which case the rate has 
been increased from 5 percent to 15 percent, no change in rates from 
existing law in respect of these minerals has been made. In the case 
of asbestos, brucite, coal, lignite, perlite, and wollastonite, a rate of 
10 percent has been specified, as provided in existing law. A 5 per- 
cent rate of depletion is applied to all minerals specifically entitled to 
that rate under existing law (except slate), and also to peat and all 
mollusk shells (including clam shells and oyster shells). The rates 
designated for the minerals specifically provided for in this subsee- 
tion shall apply regardless of the use to which such minerals are put. 

Subsection (b) applies a 15 percent rate to all other minerals except 
that the rate shall be 5 percent for any such minerals when used or 
sold for use as riprap, ballast, road material, rubble, concrete aggre- 
vates, dimension stone, ornamental stone, or for similar purposes. 
The term “all other minerals” includes minerals not otherwise specif- 
ically provided for in this subsection including minerals not entitled 
to percentage depletion under existing law. Such minerals include, 
for example, gypsum, kyanite, natural mineral pigments, quartz sand, 
and quartz pebbles when used or sold for use for purposes dependent 
on the chemical or refractory properties of such minerals, and novac- 
ulite. This term, however, does not include soil, sod, dirt, turf, or 
mosses, or minerals from sea water, the air, or from sources which, 
by commonly accepted economic standards, are regarded as inex- 
haustible. 

The classification of nonmetallic minerals into all-inclusive broad 
croups makes it possible to eliminate the discovery value depletion 
provisions of existing law. 

Subsection (c) corresponds to section 114 (b) (4) (B) of the 1939 
Code. Under existing law, the percentage rate of depletion is applied 
to “gross income from the property” and that term is defined in pres- 
ent law to mean in the case of a property other than an oil or gas well, 
the gross income from “mining.”’ The term ‘‘mining” is defined in 
present law to mean not merely the extraction of the ores or minerals 
from the ground but also certain “ordinary treatment processes” ap- 
plied by mine owners or operators and certain specified transporta- 
tion. Existing law provides four separate categories of specific pro- 
cesses Which are considered to be included within the term ‘ordinary 
treatment processes.’”” The processes specified in the case of sulfur 
have been amended to indicate that the specified processes apply only 
to the recovery of sulfur by the Frasch process. In certain cases, 
sulfur may be recovered by processes other than those specified in 
existing law which, in appropriate cases, may also be treated as 
“ordinary treatment processes.” 

In addition, this subsection amends existing law to specifically 
provide that the term “ordinary treatment processes’’ includes the 
pulverization of tale and the burning of magnesite. 

The term ‘extraction of the ores or minerals from the ground” in 
present law has been amended to provide that such term includes the 
extraction by mine owners or operators of ores or minerals from the 
waste or residue of their prior mining. Thus, a depletion allowance 
may be permitted when besed on the extrection of minerals or ores 
from waste or residue of mining, such es a tailings dump or a culm 
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bank, if performed by the mine owner or operator. It is immaterial 
whether such waste or residue results from the process of removal from 
the ground or from the application of ordinary treatment processes, 
No depletion allowance shall be permitted when based on the product 
of processes not considered to be ordinary treatment processes nor in 
respect of the working of waste or residue by a person other than thie 
mine owner or operator, such as a purchaser of the waste or residue 
or of the rights to extract ores or minerals therefrom, 

Section 614. Definition of property 

This section is new. It provides a statutory definition of the term 
“property,” for purposes of computing the depletion allowance in 
the case of mines, wells, and other natural deposits. Present law con- 
templates that the depletion allowance shall be computed by prop- 
erties, but provides no definition of a “property.” 

Subsection (a) provides a general rule which states that for the 
purpose of computing the depletion allowance in the case of mines, 
wells, and other natural deposits, the term “property” means each 
separate interest owned by the taxpayer in each mineral deposit in 
each separate tract or parcel of land. For purposes of this definition, 
tracts or parcels may be separated by conveyancing as well as geo- 
graphically. 

Subsection (b) prescribes a special rule which is applicable only 
in the case of operating mineral interests (as defined in subsection 
(b) (3)). Paragraph (1) of this subsection provides that if a taxpayer 
owns two or more separate operating mineral interests which con- 
stitute part or all of an operating unit, he may elect (but only for the 
purpose of computing the allowance for percentage depletion under 
section 613) to form one aggregation of any two or more of such 
interests, and to treat such aggregation as one property. He shall 
be deemed to have elected to treat as a separate property each other 
interest owned by him in the operating unit and not included within 
the aggregation. Separate operating mineral interests which con- 
stitute part or all of an operating unit may be aggregated whether 
or not they are included in a single tract or parcel of land and whether 
or not they are included in contiguous tracts or parcels. A taxpayer 
may not elect to form more than one aggregation of operating minera! 
interests within any one operating unit. 

The term “operating unit” shall be given a reasonable interpreta- 
tion. In general, the term contemplates an aggregation only of 
interests which may conveniently and economically be operated 
together as a single working unit. Thus, interests which are geo- 
graphically widespread may not be considered parts of the same operat- 
ing unit merely because one set of accounting records is maintained 
by the taxpayer, or merely because the products of such interests are 
processed at the same treatment plant. 

The term “operating mineral interest” is defined in paragraph (3) 
of subsection (b) as including only interests in respect of which the 
costs of production of the mineral are required to be taken into account 
by the taxpayer for the purpose of computing the 50-percent limitation 
provided for in section 613 or would be so required if the mine, well, or 
other natural deposit were in the production stage. Therefore, this 
section does not permit the aggregation of any type of royalty interest 
(or similar interest). 
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Paragraph (2) of subsection (b) provides that the election provided 
in paragraph (1) shall be made, for each operating mineral interest 
in accordance with regulations prescribed by the Secretary or his 
delegate), not later than the time prescribed for filing the return 
(including extensions thereof) for whichever of the following taxable 
y =“ is the later: (1) the first taxable year beginning after December 
31, 1953, or (2) the first taxable year in which any expenditure for 
=x plore development, or operation in respect of the separate 
operating mineral interest is made by the taxpayer after the acquisi- 
tion of such interest. Such election shall be binding upon the taxpayer 
for all subsequent taxable years, except that the Secretary or his dele- 
cate may consent to a different treatment of the interests in respect of 
which the election has been made. For purposes of this section, a 
change in tax consequences alone will not justify a treatment different 
from that elected by the taxpayer. 

Par agraph (4) of subsection (b) provides that where there has been 
an aggregation of mineral interests under this subsection, the depletion 
allowance with respect to the aggregation shall be reasonably appor- 
tioned among the mineral interests aggregated for the purpose of 

determining ‘adjustments to basis with respect to each particular 
interest. 

The operation of the provisions of this section may be illustrated 
by the following examples, in which it is assumed that each taxpayer 
is on a calendar year basis. 

(1) A taxpayer owns 1 tract of land under which lie 3 separate and 
distinct seams of coal. The taxpayer is considered under section 
614 (a) to own three separate mineral interests. However, if the 
taxpayer mines coal from all 3 seams, and maintains only 1 operating 
unit with respect thereto, he may elect, under section 614 (b) (1), to 
aggregate the 3 operating mineral interests, and to treat such aggre- 
cation as one property for purposes of computing percentage depletion. 

(2) A taxpayer conducts mining operations on eight separate tracts 
of land, all of which he acquired and operated as a single mine prior 
to December 31, 1953. Each tract of land contains only 1 mineral 
deposit and the taxpayer is considered to own 8 separate operating 
mineral interests under section 614 (a). The taxpayer may make, 
with respect to each interest, an election under subsection (b) (1) not 
later than the time prescribed for filing the return for the taxable 
year beginning January 1, 1954. If it is assumed that the taxpayer 
elects to form 1 aggregation of 5 of the separate operating mineral 
interests owned by him in the operating unit, and to treat such 
aggregation as one property, he must treat the other 3 operating 
mineral interests as separate properties. Thereafter, the taxpayer 
will compute percentage depletion for 4 properties. If the tax- 
payer subsequently desires to include in the aggregation any or all 
of the separate nonaggregated interests it will be necessary for him to 
obtain the consent of the Secretary or his delegate to such different 
treatment. The same consent is required if the taxpayer desires to 
withdraw one of the aggregated mineral interests from the aggregation 
and to compute percentage depletion with respect to such interest 
separately, If, in 1955, the taxpayer should extend his operating 
unit so as to include an additional interest acquired and developed by 
him in that year, he may elect on or before the date prescribed for the 
filing of the return for 1955, either to treat this interest as a part of 
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the aggregation, or to treat it as a separate property. In no case will 
he be entitled to aggregate such subsequently acquired interest with 
any of the nonaggregated interests in the operating unit. 

(3) A taxpayer operates mines A and B and attempts to aggregate 
an interest forming a part of mine A with an interest constituting a 
part of mine B. Such an election is not permitted, because section 
614 (b) (1) requires that the interests aggregated must all belong to 
the same operating unit. 

(4) A taxpayer owns a large tract of land under which lies one 
deposit of ore. The taxpayer operates a single mine near the center 
of this tract and leases to another operator the mineral rights with 
respect to an outlying area retaining a royalty interest therein. [i 
is assumed that the costs of operation of the outlying tract are not 
required to be taken into account by the taxpayer. While the tax- 
payer is considered as owning two separate properties, they may not 
be aggregated since the interest in the outlying tract is a royalty in- 
terest, which does not constitute an operating interest, as defined in 
section 614 (b) (3). 

(5) A taxpayer owns and operates a metal mine consisting of three 
separate operating mineral interests. On March 15, 1955, he elects 
to aggregate such interests for purposes of computing percentag 
depletion, For the year 1955 the depletion allowance is $15,000 
determined as follows: 


Number | Number o! 
of units units sold | Cost deple 





. Adjusted | remaining within tion with Gross 
Interest basis as of taxable | respect to income 
taxable year for each tract 
year each tract 
Bi cssteissteaec telat tae! 0 20, 000 5, 000 0 $25, 000 
B 0 30, 000 5, 000 0 25, (000 
Cc $10, 000 50, 000 10, 000 $2, 000 5, (OX 








Bat cpicatheeits. tekec i tee wececR Bs sey Deegan on illusion. 2,000 | 100, 00 





Assuming that the taxable income of the mine is more than $30,000, 
the allowable percentage depletion with respect to the aggregation is 
$15,000, which is greater than the cost depletion allowable with 
respect to the aggregation. If the taxpayer should sell C on January 
1, 1956, the basis of C should be. adjusted by allocating thereto a 
portion of the total depletion allowance which was allowed with 
respect to the aggregation. If based on gross income such portion is 
$7,500. If the taxpayer’s records do not disclose the gross income 
from each separate interest any other reasonable basis for allocation 
of a portion of the depletion allowance for the aggregation to a particu- 
lar interest shall be applied. 


Section 615, [-xploration expenditures 

This section is derived from section 23 (ff) of the 1939 Code. With 
one exception, only minor clerical changes have been made in present 
law. Under existing law, the taxpayer may deduct in the current 
taxable year expenditures for mine exploration, not in excess of 
$75,000, paid or incurred by him in that taxable year, or he may elect 
to defer any part of such deductible expenditures and deduct such 
expenses ratably as the ores or minerals benefited are sold, ‘The 
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deduction or election may not be taken or exercised if in any 4 pre- 
ceding years not necessarily consecutive, the taxpayer (or any indi- 
vidual or corporation who has transferred a mineral property to 
the taxpayer under circumstances which require the application of 
certain basis provisions of existing law) has taken the deduction or 
exercised the election to defer. These basis provisions have been 
modified in this title. Accordingly, conforming changes in the 4-year 
limitation rule have been made to provide that where the taxpayer 
acquires & mineral property from an individual or corporation, he is 
required to take into account the years in which the transferor took a 
deduction or exercised the election under this section, or the corre- 
sponding provisions of prior laws, if (1) the taxpayer was required to 
take such deduction or election of the transferor into account under 
section 23 (ff) of the 1939 Code, if (2) the taxpayer would be entitled 
under section 381 (c) (10) to deduct expenses which the transferor 
or distributor may have elected to defer had the transferor made 
such an election, or (3) the taxpayer acquired any mineral property 
under cireumstances which make sections 355, 372 (a), 373 (b) (1), 
723, 732, 1051, or 1082 apply. For example, section 381 () (10) 
permits & certain type of acquiring corporation to deduct, as if it 
were the transferor or distributor, expenses deferred under this sec- 
tion if the transferor or distributor had so elected. In such a ease, 
if for any taxable year the transferor or distributor was allowed a 
deduction or exercised the election under this section, or the corre- 
sponding provisions of prior law, the acquiring corporation shall be 
required to take such deduction or election into account in applying 
the 4-year limitation. Under existing law, the benefits of a prior 
election are not available to a purchaser of a mineral property and, 
accordingly, in such cases any deduction taken or election exercised 
by the vendor may be disregarded by the taxpayer in applying the 
4-year limitation. 


Section 616. Development expenditures 


This section is derived from section 23 (cc) of the 1939 Code. 
Except for conforming clerical changes, no revision is made in existing 
law. 


Parr II—Exctusions From Gross INcomp 


Secrion 621, Payments to encourage exploration, development, anu min- 
in) fur defense purposes 
This section corresponds to section 22 (b) (15) of the 1939 Code. 
No substantive changes in existing law have been made. 


Parr I[II—Saues anno ExcHanaes 


Section 631. Gain or loss in the case of timber or coal 


Section 631, while reenacting the substance of section 117 (k) of 
the 1939 Code, in subsection (a) makes one change with respect to 
section 117 (k) (1) of such code, relating to the treating of the cutting 
of timber as a sale or exchange, and in subsection (b) makes two 
changes with respect to section 117 (k) (2) of such code, relating to 
the disposal of timber or coal. 

44140°—54——-20 
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Subsection (a) resolves the uncertainty under present law, with 
respect to the treatment of certain expenditures of the taxpayer in 
the year of the cutting of timber, not attributable to the actual cutting, 
It is provided that in cases where the election is made to treat the 
cutting of timber as a sale or exchange thereof the expenditures for 
which deductions are disallowed by section 272 (a), incurred by the 
taxpayer in the year of cutting in connection with the holding and 
quantity measurements of the timber cut, must be added to the ad- 
justed depletion basis of such timber, in order to determine the amount 
of gain or loss to be realized on account of such cutting of timber, 
It is intended that only that portion of such expenses which is allocab|e 
to the timber actually cut may be added to the adjusted depletion 
basis thereof. Any excess of adjusted depletion basis plus the allo- 
cable portion of such expenses over the value of such timber may be 
treated as a capital loss carryover under section 1212. The balance 
of such expenses may be deducted from other income of the taxpayer 
as business expenses as under present law, or depending upon thie 
application of section 266 to the particular expense involved, may he 
capitalized at the election of the taxpayer. That portion of the 
expenses allocable to the timber cut, is disallowed as a deduction from 
gross income, under section 272 (a). Expenses directly related to the 
cutting of timber are not affected by this section and continue to be 
deductible as business expenses, without regard to the basis or value 
of the timber cut. For a description of the expenditures disallowed 
as deductions by section 272 (a), see section 272 of this report. 

Subsection (b) extends the benefits of section 117 (k) (2) of such 
code, with respect to coal, to any person who owns an economic 
interest in the coal in place, including a sublessor. This reverses the 
position that a sublessor of a coal property is not an owner of such 
coal, but is not intended to alter such position with respect to a 
sublessor 6{a timber property. 

Subsection (b) also resolves the uncertainty under present law with 
respect to the treatment of certain expenditures of an owner, relating 
to the coal or timber disposed of. Subsection (b) provides that in 
determining the gain or loss realized from the disposal of coal or 
timber, the expenditures of the owner for which deductions are dis- 
allowed by section 272 (b), attributable to the making and administer- 
ing of the contract under which the coal or timber is disposed of, and 
attributable to the preservation of the economic interest which such 
owner retains under the contract, shall be added to the adjusted 
depletion basis of the coal or timber disposed of. For a description 
of the expenditures disallowed as deductions by section 272 (b), see 
section 272 of this report. Unlike the application of subsection (a), 
the entire amount of such expenditures of the owner in the taxable 
year, shall be added to the adjusted depletion basis of the coal or 
timber disposed of in such year. As long as payment was received 
under the contract any such expenditures shall be added to basis, 
even though no coal or timber was actually disposed of under the 
contract. If no payments were received, such expenditures may be 
deducted from other income as business expenses or depending upon 
the application of section 266 to each expense, may be capitalized, as 
under present law. If there is any production of income by the opera- 
tion of the contract and no coal or timber is disposed of, then such 
expenditures provide the only offset against such income. Any excess 
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of the sum of the adjusted depletion basis of the coal or timber dis- 
osed of and such expenditures (subject to certain limitations in the 
case Of taxes, explained in section 272 of this report) shall be treated 
as a capital loss carryover under section 1212. 

If the contract under which the coal or timber is disposed of is 
té minted and, although income may have been received under the 
contract, no coal or timber was actually disposed of, an amended 
return shall be filed for each year in which such income was received, 
and in the computation of tax for such year, section 272 (b) shall not 
be applicable. In such case, as under present law, such expenses may 
be deducted as business expenses from other income, or, depending 
upon the application of section 266 to the particular expense, may be 
capitalized at the election of the taxpayer. 


Section 682. Sale of oil or gas properties 


This section corresponds to section 105 of the 1939 Code. Except 
for conforming clerical changes, no revision is made in existing law. 


SUBCHAPTER J—ESTATES, TRUSTS, BENEFICIARIES, AND 
DECEDENTS 


Part I—Esrares, Trusts, AND BENEFICIARIES 


This subchapter is divided into two parts. Part I deals with the 
taxation of income of trusts and estates and their beneficiaries. 
Part II deals with the taxation of income received in respect of 
decedents. In general, the statutory provisions of this subchapter 
correspond to supplement E and section 126 of the 1939 Code; how- 
ever, the provisions dealing with employees’ trusts (sec. 165, I. R. C.) 


and common trust funds (sec. 169, I. R. C.) are excluded from this 
subchapter and treated in subchapter F (Exempt Organizations) and 
subchapter H (Banking Institutions) respectively. 


SUBPART A—GENERAL RULES FOR TAXATION OF ESTATES AND 
TRUSTS 
Section 641. Imposition of tax 

This section corresponds to section 161 of the 1939 Code and pro- 
vides that the normal and surtaxes imposed by chapter I upon indi- 
viduals shall apply to the taxable income of estates and to the taxable 
income of any kind of property held in trust. 

The several classes of income enumerated in paragraphs (1) through 
(4) of subsection (a) are carried over from section 161 and are illustra- 
tive of estate and trust income dealt with in this subchapter; the classi- 
fication does not exclude other types of estate and trust income which 
may fall within the purview of this subchapter. A guardian, whether 
of an infant or other person, is a fiduciary and, as such, must file a 
return and pay the tax for his ward; however, the estate of a ward 
is not a separate taxable entity as is a trust or the estate of a deceased 
person, 

The determination of whether a trust has terminated so that the 
provisions of this subchapter no longer apply depends upon whether 
the property held in trust has been distributed to the persons en- 
titled to succeed to the property upon termination of the trust. 
tather than upon the technicality of whether or not the trustee has 
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rendered his fina! accounting. In the case of estates, the period of 
administration or settlement is the period actually required by the 
administrator or executor to perform the ordinary duties of adminis- 
tration, such as the collection of assets and the payment of debts, 
legacies, and bequests, whether this period is longer or shorter than 
the period specified under local law for the settlement of estates 
Thus, where an executor, who is also named as trustee under the will, 
fails to obtain his discharge as executor, the period of administration 
only continues until the time the duties of administration are complete 
and he actually assumes his duties as trustee, whether or not pursuant 
to a court order. No distinctions in treatment are made between 
testamentary trusts and inter vivos trusts. The mere passing of 
property to an executor or administrator on the death of the decedent 
does not constitute a taxable realization of income even though the 
property may have appreciated in value since the decedent acquired it. 

Except as noted in the following sections of part I, the taxable 
income of an estate or trust is computed in the same manner as that 
of an individual. The tax imposed on the taxable income of the 
estate or trust must be paid by the fiduciary. However, where the 
grantor is treated as the substantial owner, under subpart E, of any 
portion of the property held in trust by reason of his powers of domin- 
ion and control over the trust property, as to that portion the gross 
income therefrom must be included in the gross income of the grantor 
and there shall be allowed to the grantor the items of statutory deduc- 
tions and credits attributable to such income to which he would have 
been entitled had the trust not been created. The same principles 
apply where a person other than the grantor is treated under subpart 
E as the substantial owner of any portion of the trust property. 


Section 642. Special rules for credits and deductions 

This section provides special rules for allowing certain deductions 
to an estate or trust in computing its taxable income and for limiting 
the credits against tax allowed to an estate or trust. 

An estate or trust is allowed a credit against tax for partially tax- 
exempt interest, included in gross income of the estate or trust, in the 
same manner as an individual except that the credit is allowed only 
in respect of so much of the interest as is not includible in the gross 
income of any beneficiary of the estate or trust. This credit is com- 
parable to that provided in section 163 of the 1939 Code. 

Similarly, an estate or trust is allowed the credit against tax pro- 
vided by section 901 but only in respect of so much of the taxes 
described in that section as are not properly allocable under that sec- 
tion to the beneficiaries of the estate or trust. This allowance of the 
foreign tax credit to estates and trusts corresponds to that contained 
in section 168 of the 1939 Code. 

An estate or trust is allowed a credit against tax for any dividends 
received by the trust or estate (to the extent the credit is allowed 
under section 34) but the credit is allowed only in respect of so much 
of the dividends as is not properly allocable to any beneficiary. Thus, 
if a trust is required to distribute all of its income currently and so 
distributes to beneficiary A the dividends it receives for the taxable 
year, beneficiary A, and not the trust, will be entitled to the dividends 
received credit. 

Subsection (b) provides that, in lieu of the deduction for personal 
exemptions allowed to an individual, there shall be allowed the follow- 
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ing deductions: Estates, $600; trusts which are required to distribute 
all of their income currently, $300; all other trusts, $100. This sub- 
section corresponds to section 163 (a) (1) of the 1939 Code but increases 
the exemption from $100 to $300 in cases of trusts required to dis- 
tribute all of their income currently. Under section 163 (a) (1) of the 
1939 Code the exemption was provided by means of a credit against 
net income whereas, in conformity with the changes made in section 
211 for treatment of personal exemptions, the exemption accorded 
estates and trusts is a deduction from gross income. To be entitled to 
the $300 deduction, a trust must be required, by the terms of its gov- 
erning instrument, to distribute all of its income currently. Income in 
this context means the amount of income of the trust for its taxable 
year determined under the terms of its governing instrument and ap- 
plicable local law. Thus, the deduction may offset small amounts of 
capital gains which are includible i in the gross income of the trust but 
which, for purposes of the fiduciary’s accounting, are allocable to the 
trust corpus. Tor purposes of the $300 deduction, it is not material 
that a trust which is required to distribute all of its income currently 
also makes a distribution of corpus which disqualifies it in that year 
from treatment under the provisions of subpart B. 

Except as provided in section 681 (relating to prohibited transac- 
tions, improper accumulations, and so forth), a trust or estate is 
allowed an unlimited deduction for charitable contributions and is not 
subject to the limitation imposed on the charitable contributions of 
individuals. Subsection (c) thus provides that an estate or trust 
may deduct any amount of its gross income, without limitation, 
which pursuant to the terms of the governing instrument is paid 
or permanently set aside for the purposes and in the manner specified 
in section 170 (relating to charitable, and so forth, contributions and 
gifts) or which is to be used exclusively for religious, charitable, 
scientific, literary, or educational purposes, or for the prevention of 
cruelty to children or animals, or for the establishment, acquisition, 
maintenance or operation of a public cemetery not operated for profit. 
This provision is comparable to section 162 (a) of the 1939 Code. The 
deduction under this subsection does not apply in the case of trusts 
treated under subpart B since a trust which is entitled to a deduction 
under this subsection is specifically excluded from the provisions of 
subpart B. If the estate or trust pays, permanently sets aside, or 
uses any amount of its income for the purposes specified in this sub- 
section and such amount includes any items of trust income not 
entering into the gross income of the estate or trust, the deduction 
under this subsection is limited to the gross income so paid, perma- 
nently set aside or used. In determining whether such amounts 
include items of trust income not included in gross income, the 
amounts shall (in the absence of specific provisions in the governing 
instrument) be deemed to consist of the same proportion of each class 
of items of income entering into the trust income as the total of each 
class bears to the total of all classes. 

The benefit of the net operating loss deduction provided in section 
172 is allowed to estates and trusts under regulations prescribed by 
the Secretary or his delegate. This provision is comparable to section 

170 of the 1939 Code. 

An estate or trust is allowed the deductions for depreciation and 
depletion only to the extent that these deductions are not allowable 
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to beneficiaries. Under section 167 (g) and section 611, the allowable 
deductions for depreciation and depletion are apportioned between 
the income beneficiaries and the fiduciary in accordance with the 
pertinent provisions of the governing instrument or, in the absence of 
such provisions, on the basis of the trust income allocable to each. 

The benefit of the deductions for amortization of emergency and 
grain-storage facilities is allowed to estates and trusts in the same 
inanner as individuals but is apportioned between the income bene- 
ficiaries and the fiduciary under regulations. This provision is com- 
parable to section 172 of the 1939 Code in the case of amortization 
of emergency and grain storage facilities. 

Amounts which are allowable as deductions under the estate tax in 
computing the taxable estate of a decedent may not be allowed as a 
deduction in computing the taxable income of the decedent’s estate 
unless a waiver of the right to claim the deductions for estate-tax pur- 
poses is filed pursuant to regulations. This provision does not apply, 
however, to any deduction allowable in connection with income in 
respect of a decedent. Subsection (g) is thus comparable to section 
162 (e) of the 1939 Code. 

Section 643. Definitions applicable to subparts A, B, C, and D 

This section contains the definitions of certain terms used in sub- 
parts A, B, C, and D. 

Subsection (a) defines the term “distributable net income” to mean 
the taxable income of the estate or trust with certain modifications. 
This concept of distributable net income serves the general purposes 
of limiting the additional deductions allowed to estates and trusts 
(under sections 651 and 661) for amounts paid, credited, or required 
to be distributed to beneficiaries and also of determining how much 
of an amount distributed or required to be distributed to a beneficiary 
will be taxed tohim. In effect, the concept of distributable net income 
gives statutory expression to the principle underlying the taxation of 
estates and trusts, that is, that these separate taxable entities are only 
conduits through which income flows to the beneficiaries except where 
income is accumulated by the estate or trust for future distribution. 
Since the distributable net income concept is used to determine the 
character of amounts distributed to a beneficiary, it is necessary to 
adjust the taxable income of the estate or trust by adding to it items 
of trust income which are not includible in the gross income of the 
estate or trust but which may nevertheless be available for distribution 
to the beneficiaries. 

In computing distributable net income, the additional deduction 
allowed to an estate or trust for amounts paid, credited, or required 
to be distributed to beneficiaries is not taken into account. Similarly, 
the deduction for personal exemption allowed to an estate or trust 
under section 642 (b) is not taken into account. The benefit of these 
deductions is thus restricted to the estate or trust. 

To‘ the extent that gains from the sale or exchange of capital 
assets must be allocated to corpus and are not (A) paid or credited 
to any beneficiary during the taxable year or (B) paid, permanently 
set aside or to be used he the purposes specified in section 642 (c) 


(charitable deduction), they are excluded from the computation of 
distributable net income. ‘The effect of this modification is to tax 
capital gains to the estate or trust where the gains must be added to 
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principal. However, where the gains, though allocable to corpus, 
are actually distributed to beneficiaries during the taxable year—for 
example, in the year of termination of the trust—then the gains are 
included in the computation of distributable net income. Similarly, 
if capital gains are paid, permanently set aside, or to be used for the 
purposes specified in section 642 (c) so that a charitable deduction is 
allowed under that section in respect of the gains, they must be in- 
cluded in the computation of distributable net income. Losses from 
the sale or exchange of capital assets are excluded from the computa- 
tion of distributable net income except to the extent that they enter 
into the determination of any net capital gains that are paid, credited, 
or required to be distributed to a beneficiary. The deduction for 
capital gains provided in section 1202 is not taken into account in 
computing distributable net income. If capital gains are accumu- 
lated, and thus excluded from the computation of distributable net 
income, the deduction under section 1202 is available only to the 
estate or trust. On the other hand, if capital gains are distributed to 
a beneficiary, they retain their character in the hands of the beneficiary 
and he becomes entitled to the deduction under section 1202 in respect 
of the gains. 

For purposes only of subpart B (relating to trusts which distribute 
current income only) distributable net income is computed without 
regard to items of gross income constituting extraordinary cash divi- 
dends or taxable stock dividends which the fiduciary, acting in good 
faith, deems to be allocable to corpus. For example, if a trust instru- 
ment should provide that only dividends paid out of corporate earn- 
ings accumulated or earned subsequent to the creation of the trust 
would be available for distribution to the income beneficiaries and 
that all other dividends should be accumulated for the remaindermen, 
any dividends which the trustee determines, in good faith, to be 
allocable to corpus must be excluded from distributable net income for 
purposes of subpart B. 

There must be included in the computation of distributable net 
income the amount of any interest on governmental obligations which 
is exempt from tax under section 103, reduced by any disbursements 
allocable to such interest which are made nondeductible by section 265. 

In the case of a foreign trust, there must be included in the compu- 
tation of distributable net income the amount of gross income from 
sources outside the United States, reduced by any disbursements allo- 
cable to such income which are made nondeductible by section 265. 

Distributable net income must also include the amount of any 
dividends received by the estate or trust which are excluded from 
gross income by section 116. Thus, if in the calendar year 1955 the 
estate or trust excludes the first $100 of dividends received in that 
year, the $100 so excluded must be taken into account in computing 
distributable net income. 

If the estate or trust is allowed a deduction under section 642 (c) 
for charitable, etc., gifts and contributions, the items of exempt 
income, which are included in the computation of distributable net 
income, must be reduced to the extent that such items of trust income 
have been paid, permanently set aside or are to be used for the char- 
itable, ete., purposes specified in section 642 (c). In determining 
whether amounts of trust income which have been paid, permanently 
set aside, or are to be used for charitable, etc., purposes include items 
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of tax-exempt income, such amounts are deemed to consist of the same 
proportion of each class of items entering into the computation of 
trust income for trust accounting purposes as the total of each class 
bears to the total of all classes of trust income. 

Subsection (b) provides that the term “income” when used in sub- 
parts A, B, C, and D, and when not preceded by the words, “taxable,” 

“distributable net,” ‘undistributed net,” or “gross” means the income 
of the estate or trust as determined under its governing instrument 
and the applicable local law. This definition eliminates the difficulty 
occasioned in section 162 of the 1939 Code where the term “income” 
was used in certain contexts to mean “gross income” and in others to 
mean income for fiduciary accounting purposes, 

Subsection (c) provides that the term beneficiary includes an hei ‘ir, 
devisee, or legatee. 


SUBPART B—TRUSTS WHICH DISTRIBUTE CURRENT INCOME ONLY 


Section 651, Deduction for trusts distributing current income only 


This section provides an additional deduction for the amount of 
trust income for the taxable year which is required to be distributed 
currently, The section is applicable only to a trust which, for every 
year, under the terms of its governing instrument, (1) is required to dis- 
tribute all of its income currently, and (2) does ‘hot provide that any 
amounts are to be paid, permanent set aside or used for the chari- 
table, etc., purposes specified in section 642 (c). Even where a trusi 
meets both of the above requirements, it does not qualify for treatment 
under this section in any taxable year in which it distributes amounts 
other than amounts of income which is required to be distributed 
currently. For example, a trust which is required to distribute all of 
its income currently will not be treated under this subpart in any 
year in which it makes distributions of corpus. Similarly, in the year 
of termination such a trust would not qualify under this subpart. 
The determination of whether trust income is required to be distrib- 
uted currently depends upon the terms of the governing instrument 
and the applicable local law. The fiduciary must be under a duty to 
distribute the income currently even if, as a matter of practical 
necessity, the income is not distributed until shortly after the close 
of the trust’s taxable year. To illustrate, assume that a trust the 
terms of which require all of its income to be distributed currently, 
has $10,000 of income for the calendar year 1955 of which $2,500 re p- 
resents income collected in December that the trustee pays to its 
sole beneficiary A in January, 1956. The trust would be entitled to 
a deduction under this section of $10,000 for its taxable year 1955 
(assuming, for this purpose, that the limitations of subsection (b) do 
not apply) and beneficiary A (also on the calendar year basis) would 
be required to include $10,000 in gross income for 1955. If in 1956 
the trust again has $10,000 of income but distributes income receive: 
in the last part of its year early in the following year, the trust will 
be taxed in the same manner as in 1955. The distributions of 1955 
income in January 1956 do not disqualify the trust from treatment 
under subpart B in 1956 since these post-year-end distributions are 
distributions of income that is required to be distributed currently— 
i. e., income as to which the beneficiary was taxable for the prior year. 

Subsection (b) provides a limitation on the deduction otherwise 
allowed to a trust under subsection (a). If the amount of income 
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required to be distributed currently excced|s the distributable net 
income of the trust for the taxable year, the deduction is limited to 
the amount of the distributable net income. This limitation is neces- 

sary because the tax imposed on the beneficiaries with respect to the 
income required to be distributed currently to them is limited to the 
distributable net income of the trust. Thus, if capital gains, taxable 
stock dividends, or extraordinary cash dividends are determined by 
the fiduciary to be allocable to corpus, the trust rather than the bene- 
ficiary will be taxed on such items of gross income. For purposes of 
determining this limitation on the deduction, distributable net income 
is computed without regard to items of trust income (and the deduc- 
tions allocable thereto) which are not included in the gross income of 
the trust. In effect, this means that distributable net income is com- 
puted for this purpose without the modifications specified in para- 
eraphs (5), (6), and (7) of section 643 (a). Thus, the trust will not be 
pert mnitted a deduction for distributions of trust income to the extent 
that the distributions represent items of income not included in the 
gross income of the trust. 


Section 652. Inclusion of amounts in gross income of beneficiaries of 
trusts distributing current income only 

This section provides that the beneficiaries of a trust which is 
required to distribute all of its income currently are taxed on the 
amounts of income required to be distributed to them, whether 
distributed or not; however, if such amount exceeds the distributable 
net income of the trust, each beneficiary is taxed only on his propor- 
tionate share of the distributable net income. The proportionate 
share of each beneficiary is determined by taking the same fractional 
part of distributable net income as the amount of trust income required 
to be distributed to the beneficiary bears to the trust income required 
to be distributed to all beneficiaries. ‘The effect of this limitation 
is to give the beneficiary the benefit of certain statutory deductions, 
such as trustees’ commissions allocable to corpus, which are allowed 
to a trust under the 1939 Code but which may be wasted because the 
trust distributes all its income and thus has deductions in excess of 
gross income, Also, the limitation insures that the beneficiary will 
not be taxed on certain distributions to him that represent income 
under the local law applicable to trusts but that are not regarded as 
income to the trust for federal income-tax purposes. Under existing 
law, a beneficiary has been held taxable on his distributable share of 
proceeds received by a trust from a defaulted mortgage even though 
the total proceeds were less than the principal of the mortgage debt 
and the trust thus realized no gross income (Johnston v. He lvering, 141 
F, 2d 208 (2d Cir. 1944) cert. den. 323 U. S. 715 (1945)). Similarly, 
the receipt by a beneficiary of a stock dividend that was nontaxable 
in the hands of the trust was determined to be a taxable distribution 
in McCullough v. Commissioner (153 F, 2d 345 (2d Cir. 1946)). The 
limitation of this section should preclude similar constructions and 
preserve the conduit principle in this area. 

Subsection (b) provides that the amounts which are determined 
under subsection (a) to be includible in the gross income of the bene- 
ficiary shall have the same character in the hands of the beneficiary 
as in the hands of the trust. If the beneficiary’s proportionate share 
of distributable net income (as determined under subsection (a)) in- 
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cludes items of tax-exempt income, such as tax-exempt interest, such 
exempt income maintains its character in his hands and is therefore 
excluded from his gross income. However, if the beneficiary’s pro- 
portionate share of distributable net income includes items of foreicn 
income from a foreign trust, such items of foreign income will retain 
their character but will be taxable to the beneficiary depending upon 
his taxable status with respect to such items. Similarly, the same 
conduit concept is utilized in determining whether the amount in- 
cludible in the gross income of the beneficiary (under subsection (a)) 
is composed of dividends as to which the beneficiary will be entitled 
to a dividends received credit under section 34 or is composed of 
capital gains as to which he will be taxed at capital gains rates rather 
than at ordinary income rates. Unless the terms of the governing 
instrument specifically allocate different classes of income to different 
beneficiaries, the character of the amounts includible in each bene- 
ficiary’s gross income under subsection (a) is determined by treating 
each such amount as consisting of the same proportion of each class of 
items entering into the computation of distributable net income as 
the total of each class bears to the total distributable net income. In 
the application of this ratio the items of deduction of the trust that 
enter into the computation of distributable net income are to be 
allocated among the items of distributable net income in accordance 
with regulations. 

Subsection (c) provides that if the taxable year of a beneficiary is 
different from that of the trust, the amount which the beneficiary 
must include in gross income pursuant to subsections (a) and (b) 
shall be based upon the trust, income for any year or years ending 
with or within the beneficiary’s taxable year. This provision is com- 
parable to section 164 of the 1939 Code. 


SUBPART C—ESTATES AND TRUSTS WHICH MAY ACCUMULATE 
INCOME OR WHICH DISTRIBUTE CORPUS 


Section 661. Deduction for estates and trusts accumulating income or 
distributing corpus 

This section (subject to the limitations discussed below) allows an 
additional deduction to estates or trusts for amounts paid, credited, or 
required to be distributed to beneficiaries. The section is applicable 
to all estates and to all trusts other than those which, for the taxable 
year, qualify under subpart B. 

A deduction is allowed under subsection (a) for the sum of (1) any 
amount of trust income for the taxable year which is required to be 
distributed currently (including an annuity payable out of income or 
corpus, to the extent that it is paid out of income) and (2) any other 
amounts paid, credited, or required to be distributed for the taxable 
year; however, the deduction allowed under this section may not 
exceed the distributable net income of the estate or trust for its 
taxable year. 

Subsection (b) provides that the amount determined under sub- 
section (a) is to be treated as consisting of the same proportion of each 
class of items entering into the computation of distributable net 
income as the total of each class bears to the total distributable net 
income. Thus, if there is trust income of $100,000 composed of 
$50,000 of taxable income and $50,000 of tax-exempt income and the 





Oak ted eee ned "BR Sel. a a 


gute gums be 





INTERNAL REVENUE CODE OF 1954 A199 


distributable net income is $98,000, then the amount determined 
under subsection (a) would be treated as consisting of the same 
proportions of taxable and tax-exempt income as each bears to the 
distributable net income, In the application of this ratio, the items 
of deduction which enter into. the computation of distributable net 
income are to be allocated among the items of distributable net 
income in accordance with regulations prescribed by the Secretary or 
his delegate. Assuming in the above example that the trust has 
$2,000 of deductions, one-half of which is attributable to taxable and 
one-half to tax-exempt income, and that the trust distributes all of 
its income, then the amount determined under subsection (a) would 
be deemed composed of $49,000 of taxable and $49,000 of tax-exempt 
income. 

Subsection (c) provides that the estate or trust is not allowed a 
deduction for distributable amounts to the extent that those amounts 
are composed of items of distributable net income not included in the 
gross income of the estate or trust. Thus, in the example contained 
in the preceding paragraph, the deduction allowed to the trust would 
be limited to $49,000, since the remaining portion ($49,000) of the 
distributable net income is deemed to consist of tax-exempt income. 


Section 662, Inclusion of amounts in gross income of beneficiaries of 
estates and trusts accumulating income or distributing corpus 


The provisions of this section (taken together with the provisions 
of sec. 663 and subpart D) determine the extent to which beneficiaries 
of estates and trusts are taxable with respect to distributions either 
made or required to be made to them. The section applies to bene- 
ficiaries of estates and to beneficiaries of trusts other than those 
which, for the taxable year, qualify under subpart B. 

Subsection (a) provides that the beneficiary of an estate or trust 
described in section 661 must include in gross income any amounts 
paid, credited, or required to be distributed to him for the taxable 
year of the estate or trust; however, the amount so includible may not 
exceed the beneficiary’s proportionate share of the distributable net 
income. The effect of limiting the taxation of a beneficiary to his 
proportionate share of the distributable net income is to preserve the 
conduit principle by providing that all distributions (or amouuts 
required to be distributed) from an estate or trust wll be taxable 
but not to an extent in excess of the taxable income of the estate or 
trust (computed without regard to the deductions for distributions and 
for personal exemptions and without inclusion of capital gains al- 
locable to corpus). It is thus possible largely to avoid the necessity 
for tracing of income which exists generally under existing law. In- 
stead of determining whether a particular distribution represents 
amounts of current or accumulated trust income, this revision, broadly 
speaking, provides that any distribution is considered a distribution of 
the trust or estate’s current income to the extent of its taxable income 
for the year. This principle is similar to the determination of whether 
a dividend has been distributed, i. e., that every distribution made by 
a corporation is deemed to be out of earnings and profits to the extent 
thereof and from the most recently accumulated earnings and profits. 

In determining what constitutes a beneficiary’s proportionate share 
of the distributable net income of the estate or trust, this section estab- 
lishes an order of priority. Under paragraph (1) a beneficiary is re- 
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quired to include in gross income the amount of any income of the 
estate or trust which is required to be distributed to him currently, 
whether or not the income is actually distributed to him. For this 
purpose, income is determined under the governing instrument and 
the applicable local law, Included within the provisions of this para- 
graph is an annuity which is required to be paid at all events (either 
out of income or corpus) but only to the extent that it is satisfied out 
of income, If the income of the estate or trust which is required to 
be distributed currently exceeds the distributable net income (com- 
puted, for this purpose, without the charitable deduction allowed by 
sec.°642 (c)), then each beneficiary of such income, instead of being 
taxed on the income required to be distributed to him, is taxed only 
upon his proportionate part of the distributable net income, This is 
determined by attributing to him the same fractional part of distribut- 
able net income as the amount of trust income required to be dis- 
tributed currently to such beneficiary bears to the trust income 
required to be distributed currently to all beneficiaries. 

If the estate or trust pays, credits, or is required to distribute to 
beneficiaries amounts other than income which is required to be 
distributed currently, paragraph (2) provides that these other amounts 
(subject to the provisions of sec. 663) are includible in the gross income 
of the recipient beneficiaries but only to the extent of each beneficiary’s 
proportionate share of the distributable net income (reduced by the 
amount of any income required to be distributed currently). The 
effect of the latter reduction is to insure (except as otherwise provided 
in subpart D) that recipients of other distributions are subject to tax 
on such distributions only if the amount of income required to be 
distributed currently fails to exhaust the distributable net income of 
the estate or trust. The beneficiary’s proportionate share of the dis- 
tributable net income (as thus reduced) is determined by taking the 
same fractional part of such distributable net income (as thus reduced) 
as the other amounts paid, credited, or required to be distributed to 
him to bear to the total of other amounts paid, credited, or required 
to be distributed to all beneficiaries. In this connection, an annuity 
which is required to be paid at all events but which is payable only 
out of corpus is treated as an “other amount * * * required to be 
distributed.” 

Although subsection (a) provides for the inclusion of amounts in 
the gross income of the beneficiaries to the extent of distributable net 
income of the estate or trust, its provisions are subject to the rules 
prescribed in subsection (b) which affirms that the amounts shall have 
the same character in the hands of the beneficiary as in the hands of 
the estate or trust. Thus, to the extent that the beneficiary’s pro- 
portionate share of distributable net income (as determined under 
subsec. (a)) is deemed to consist of tax-exempt income, he will not be 
required to include such portion in gross income. The conduit rule 
expressed in subsection (b) likewise enables the beneficiary to deter- 
mine to what extent his proportionate share of distributable net 
income is deemed to be composed of dividends as to which he will be 
entitled to a dividends received credit against tax or to what extent it 
may be deemed composed of distributable capital gains as to which hie 
will be taxable at capital gains rates. Furthermore, nonresident alicns 
will not be subject to tax on income from foreign sources to the extent 
deemed distributed. Unless the terms of the governing instrument 
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specifically allocate different classes of income to different beneficiaries, 
the amounts determined as includible in the gross income of the 
beneficiary under subsection (a) are to be treated as consisting of 
the same proportion of each class of items entering into the com- 
putation of distributable net income as the total of each class bears 
to the total distributable net income. In the application of this 
ratio, the items of deduction which enter into the computation of 
distributable net income (including the charitable deduction allowed 
under sec. 642 (c)) are to be allocated among the items of distributable 
net income in accordance with regulations. 

Subsection (b) also provides that in its application to an amount 
determined under paragraph (1) of subsection (a), distributable net 
income is to be computed without regard to any portion of a charitable 
deduction allowed under section 642 (c) which is not attributable to 
income of the taxable year. For example, assume a trust provides 
that one-half of its income must be distributed currently to bene- 
ficiary A, and that the trustee in his discretion may either (1) accumu- 
late the other one-half for beneficiaries B or C, (2) distribute such 
income to designated charities currently or (3) accumulate such income 
and pay the accumulations to the designated charities in subsequent 
years. If the trust for its taxable year has $40,000 of taxable income 
and $10,000 of tax-exempt income and the trustee distributes $25,000 
to A and $50,000 to charity X (consisting of both current and accumu- 
lated income), distributable net income is $25,000 (the charitable de- 
duction, for this purpose, being taken into account only to the extent 
of $25,000) and under the conduit rule of subsection (b) only $20,000 
of the amount distributable to A is deemed to be taxable income in his 
hands. 

Subsection (c) provides that if the taxable year of a beneficiary is 
different from that of the estate or trust, the amounts includible in 
the beneficiary’s income under this section is to be based on the 
distributable net income of the estate or trust and on the amounts 
paid, credited, or required to be distributed to the beneficiary for 
any taxable year or years of the estate or trust that ends within or 
with his taxable year. 

Under subsection (d) any unused net operating loss carryover, 
capital loss carryover, or deductions in excess of gross income (other 
than deductions for distributions allowed under section 661 or the 
deduction for personal exemption under section 642 (b)) upon the 
termination of an estate or trust are made available, in accordance 
with regulations, to the beneficiaries or remaindermen succeeding to 
the property. Under existing law, these unused loss carryovers are 
lost when the estate or trust terminates (Cf. Charles Neave, 17 T. C. 

ay 

WOE). 

To illustrate the operation of subpart C assume the following case: 

The terms of a testamentary trust require that one-half of the trust 
income be distributed currently to the grantor’s wife for her life. The 
remaining trust income, in the trustee’s discretion may either be paid 
to the grantor’s daughter, paid to designated charities, or accumulated. 
The trust is to terminate at the death of the grantor’s wife and the 
principal will then be payable to the daughter. Under the applicable 
local law, capital gains realized by the trust are allocable to the prin- 
cipal account. The records of the fiduciary show the following for 
calendar year 1954: 
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Fnqowie teem Petes CBU ois ota reset tials Cos ku $50, 000 
Income from dividends of domestic corporations.......-.---.------.. 50, 000 
Tax-exempt interest on municipal bonds._____._..-----.----.-----.. 20, 000 
Partially tax-exempt interest on United States bonds...-....--_-.--- 2. 10, 000 
Capital gains (long term) in excess of capital losses_....-..-...-_---- 20, 000 
Deprvdiation On WubGiset. 06656 oi i ible. tee 10, 0U0 
Administrative expenses and local taxes attributable to rental income_. 15, (00 
Administrative disbursements and trustce’s commissions allocable to tax- 

CAS SORE toe bas dhe dab xcs dice dno aa & aces ass aees 1, 000 
Other trustee’s commissions allocable to income account____.-.--_--.- 2, 200 
Other trustee’s commissions allocable to principal account. ...---.._-- 1, 100 


On the basis of the above, the trust income for trust accounting 
purposes for 1954 is $111,800, consisting of all the above items except 
capital gains, depreciation, and other trustee’s commissions allocable 
to principal account. The trustee distributes one-half of the trust 
income ($55,900) to the wife, and makes discretionary distributions 
of one-quarter of the income ($27,950) to charity X and the remain- 
ing one-quarter ($27,950) to the daughter. 

Under section 661 (a) the trust is allowed an additional deduction 
for its distributions computed in the following manner: 

The sum of (1) income required to be distributed currently 
and (2) other amounts properly paid or credited is $83,850 
($55,900 +$27,950). The amount distributed to charity X is 
not taken into account since it is allowed as a deduction under 
section 642 (c) to the extent that such amounts are included in 
gross income of the trust. 

It is necessary under section 661 (a) to determine whether the 
sum of the amounts described in paragraphs (1) and (2) of such 
section—here $83,850—exceeds distributable net income. Dis- 
tributable net income is taxable income computed without the 
deductions for distributions and for the trust exemption and 
without including capital gains but including tax-exempt interest 
(reduced by disbursements allocable thereto and by any portion 
of such interest attributable to a charitable’ distribution) and 
$50 in dividends falling within section 116. Thus, distributable 
net income would be composed of $50,000 (rental income), 
$50,000 (dividends), $10,000 (partially tax-exempt interest) and 
$14,700 (tax-exempt interest) reduced by $15,000 (rental ex- 
penses), $2,200 (trustee’s commissions allocable to income), 
$1,100 (trustee’s commissions allocable to corpus) and $23,650 
(charitable deduction allowed under sec. 642 (c)). The amount 
of tax-exempt interest includible in distributable net income is 
determined by reducing the total tax-exempt interest of $20,000 
by the trust disbursements and trustee’s commissions allocable 
thereto of $1,000 and by the amount of such interest attributable 
to the charitable distribution which is $4,300. The latter figure 
is the amount which bears the same ratio to the total amount 
distributed to the charity ($27,950) as the total tax-exempt 
interest of the trust ($20,000) bears to the total of all amounts of 
income entering into trust income ($130,000). The charitable 
deduction of $23,650 is determined by reducing the amount 

. distributed to charity ($27,950) to the extent that such amount is 
composed of tax-exempt interest ($4,300). 

Since distributable net income of $82,750 (as determined above) 
is less than the sum of the amounts distributed of $83,850, the 
deduction is limited to the distributable net income; however, 
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section 661 (c) provides that no deduction may be allowed for an 
amount determined under section 661 (a) to the extent that it 
consists of items of distributable net income which are not in- 
cluded in gross income. Here, distributable net income is com- 
posed of $14,700 of tax-exempt interest and $50 in dividends 
falling within section 116. (Since disbursements and commis- 
sions and the portion of the charitable distribution are the only 
items allocable to such income in this illustration and have been 
taken into account in determining tax-exempt interest, the ex- 
penses entering into the computation of distributable net income 
are not allocated to tax-exempt interest under the character rule 
of subsection (b).) The allowable deduction under section 661 (a) 
is therefore $68,000 ($82,750—$14,750). 

In computing the taxable income of the trust, the trust has gross 
income of $129,950 less total deductions of $120,050 which includes 
the following: Expenses and taxes attributable to rental income 
($15,000); trustee’s commissions allocable to income account ($2,200); 
trustee’s commissions allocable to principal account ($1,100); char- 
itable deduction ($23,650); deduction for capital gains under section 
1202 ($10,000); deduction for personal exemption under section 642 
(b) ($100). Thus, the trust is taxable on $9,900. 

In computing the amount which is includible in the gross income of 
the wife, section 662 (a) (1) provides that the trust income of $55,900 
which is required to be distributed to her is includible in her gross 
income; however, subsection (b) of section 662 provides that the 
amounts determined under subsection (a) shall have the same char- 
acter in her hands as in the hands of the trust. In applying the ratio 
provided in subsection (b) distributable net income is deemed com- 
posed of the following amounts of each class of income: Rental 
income, $22,750; dividends, $37,750; partially tax-exempt interest, 
$7,550; tax-exempt interest, $14,700. 

The figure for rental income is determined by reducing the rental 
income of $50,000 by the administrative expenses and taxes attribut- 
able thereto ($15,000) as well as by a pro rata share of all other 
deductions entering into distributable net income, or 50,000/110,000 
of each of such deductions including the charitable deduction. (Since 
the disbursements, commissions, and proportionate share of the 
charitable contribution attributable to tax-exempt interest is already 
taken into account in determining the amount of tax-exempt interest 
includible in the computation of distributable net income, no part of 
the trust deductions are allocated to tax-exempt income.) The 
above amounts for dividends and partially tax-exempt interest are 
also determined by allocating to the amount of dividend income and 
of partially tax-exempt income a pro rata share of each of the deduc- 
tions entering into the computation of distributable net income. 

Thus, the $55,900 which the wife receives is deemed composed of 
$15,368 of rental income (22,750/82,750 $55,900); $25,501 of divi- 
dends (37,750/82,750X$55,900); $5,100 of partially tax-exempt 
interest. (7,550/82,750 X$55,900); and $9,930 of tax-exempt interest 
(14,700/82,750 $55,900). She will therefore exclude $9,930 of the 
distribution from gross income and will receive the credits and exclu- 
sion for dividends received and for partially tax-exempt interest pro- 
vided in sections 34, 116, and 35, respectively. In addition, she may 
deduct a share of the depreciation deduction proportionate to the 
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trust income allocable to her—here, one-half of the total depreciation 
deduction or $5,000, 

The amount includible in the gross income of the daughter js 
computed in a similar manner under section 662 except that, under 
subsection (a) (2), the sum of amount of income required to be dis- 
tributed currently and the other amounts properly paid, credited, or 
required to be distributed ($83,850) exceeds distributable net income 
($82,750). Hence, the amount determined under paragraph (2) of 
subsection (a) is $26,850 (distributable net income of $82,750 reduced 
by the amount of income required to be distributed currently of 
$55,900). In determining the character of this amount, the same 
proportions are applied as in the case of the wife so that $7,382 is 
deemed to be rental income (22,750/82,750 $26,850); $12,249 of 
dividend imcome (37,750/82,750 $26,850); $2,450 of partially tax- 
exempt interest ($7,550/82,750 $26,850); and $4,770 of tax-exempt 
interest (14,700/82,750 $26,850). Thus, the daughter will exclude 
$4,770 of the distribution from gross income and will receive the 
credits and exclusion for dividends received and for partially tax- 
exempt interest provided in sections 34, 116, and 35, respectively. In 
addition, she may deduct her proportionate share of the depreciation 
deduction or $2,500. 

Section 663. Special rules applicable to sections 661 and 662 


Subsection (a) provides that if any amount (except a gift, bequest, 
devise, or inheritance) of the type described in paragraph (2) of section 
662 (a) can be paid, credited, or distributed out of other than income, 
the amount shall be considered income of the estate or trust to the 
extent of distributable net income. The presumption of this subsec- 
tion correlates with the gift exclusion provided in section 22 (b) (3) 
of the 1939 Code and insures that distributions out of other than income 
are taxed to beneficiaries of estates and trusts to the extent provided 
in this subchapter. 

Certain distributions of an estate or trust are specifically excluded 
from the provisions of sections 661 and 662, Thus, any amount paid 
or credited as a final distribution will be excluded from the provisions 
except to the extent that it consists of gross income of the estate or 
trust for the taxable year. Since in the year of termination capital 
gains which are allocable to corpus will actually be paid or credited 
to the beneficiaries succeeding to the property, the capital gains will 
be includible in distributable net income and will be taxable to the 
recipient beneficiaries rather than to the fiduciary. (Cf. Carlisle v. 
Commissioner, 165 F. (2d) 645.) 

Any amount which, under the specific terms of the governing 
instrument, is required to be paid or credited as a gift, bequest, devise, 
or inheritance will be excluded from the provisions of sections 661 and 
662 provided that the gift, bequest, devise, or inheritance is not to be 
paid at intervals and is not payable solely out of income. Thus, a 
lump sum gift, bequest, devise, or inheritance will not be allowed as an 
additional deduction to the estate or trust under section 661 nor will it 
be deemed a distribution of taxable income to the beneficiary under 
sections 662 and 663 (a) provided that it is required by the specific 
terms of the will or trust instrument and that it is not payable solely 
out of income. Thus, if the trust instrument provides for a distri- 
bution of a portion of the trust corpus to beneficiary A when he 
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ttains the age of 21, the distribution will be excluded as a gift from 
the provisions of sections 661 and 662. Similarly, if a will provides 
for pecuniary legacies or specific bequests of property, these distri- 
butions will not fall within the provisions of sections 661 and 662 
provided they are not to be paid at intervals and are not payable 
solely out of mcome. For example, a legacy of $5,000 to beneficiary 
A would be excluded provided that it was satisfied in a lump sum or 
several installments (but not if paid at intervals) while a legacy of 
$5,000 to A which was payable only out of the income of the estate 
would fall within the provisions of sections 661, 662, and 663 (a). 

Paragraph (3) provides that any amount paid, permanently set 
aside or to be used for the purposes specified in section 642 (c) (relating 
to charitable, etc., deductions) is excluded from the provisions of 
sections 661 and 662. Since the estate or trust is allowed a deduction 
under section 642 (c) for these amounts, they are not allowed as an 
additional deduction for distributions nor are they treated as amounts 
distributed for purposes of section 662 in determining the amounts 
includible in the gross income of the beneficiaries. 


SUBPART D—TREATMENT OF EXCESS DISTRIBUTIONS BY TRUSTS 


Subpart D applies to any trust which has for a taxable year begin- 
ning after December 31, 1953, an accumulation distribution deter- 
mined under section 665 (b) and which is subject for such taxable 
year to the provisions of subpart C (relating to trusts which may 
accumulate income or distribute corpus). Subpart D does not apply 
to a trust which for the taxable year falls within the provisions of 
subpart B (relating to trusts which distribute current income only). 


Furthermore. subpart D does not apply to an estate. 
Section 665, Definitions applicable to subpart D 

Section 665 (a) defines undistributed net income for any taxable 
year. Undistributed net income for any taxable year is the excess of 
distributable net income (determined in accordance with section 643) 
of the trust for such taxable year over the sum of— 

(1) any amount of income for such taxable year required to 
be distributed currently (including any amount required to be 
distributed which may be paid out of income or corpus to the 
extent such amount is paid out of income for such taxable year), 
plus 

(2) any other amounts properly paid or credited or required 
to be distributed in such taxable year, plus 

(3) the amount of taxes imposed on the trust. 

In determining the amounts falling within paragraph (1) of section 
665 (a) for the purpose of ascertaining the undistributed net income 
for a particular taxable year, the application of this subpart to accu- 
mulation distributions of subsequent taxable years shall be taken into 
account to the extent deemed a distribution on the last day of such 
particular taxable year. In applying subpart D to an accumulation 
distribution of a taxable year, the undistributed net income of any 
preceding taxable year is determined without taking into account 
the application of this subpart to such accumulation distribution for 
such taxable year. ZAny amounts deemed distributed for such taxable 
year under subsections (b) and (c) of section 666 are not to be con- 
sidered as amounts falling within paragraph (1) of section 665 (a). 
44140° 
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The amount of taxes for any taxable year imposed on the trust 
falls within paragraph (2) of section 665 (a), and is the amount which 
remains after taking into account the taxes allowed as a credit under 
sections 667 and 668 (b) because of accumulation distributions for 
subsequent taxable years which fall within section 666. 

Subsection (b) of section 665 defines the accumulation distribution 
of a trust. An accumulation distribution of a trust for any taxable 
year is the amount (but only if more than $2,000) by which (1) amounts 
falling within paragraph (2) of section 661 (a) for such taxable year 
exceeds (2) distributable net income reduced by the amounts falling 
within paragraph (1) of section 661 (a) for such taxable year. The 
determination of an accumulation distribution of a trust for any tax- 
able year is made without regard to section 666. In making the deter- 
mination whether there is an accumulation distribution for any tax- 
able year the amounts otherwise falling within paragraph (2) of see- 
tion 661 (a) shall be reduced by the amounts paid, credited, or required 
to be distributed— 

(1) to a beneficiary as income accumulated during the minority 
or before the birth of the beneficiary, plus 

(2) for the support, maintenance, or education of the bene- 
ficiary. 

Subsection (c) of seetion 665 sets forth the rule for detericining as 
of any time the “taxes imposed on the trust’’ for any particular tax- 
able year. Taxes imposed on the trust under this chapter for any 
particular taxable year is the amount of taxes imposed on such trust 
under this chapter reduced by the amount of such taxes allowed under 
sections 667 and 668, as a credit to any beneficiary on account of the 
application to such taxable year of this subpart with respect to any 
accumulation distribution for any subsequent taxable years. 

Subsection (d) of section 665 does not permit the application of this 
subpart to any taxable year of the trust beginning prior to January 1, 
1954. 

Section 666, Accumulation distribution allocated to 5 preceding years 

Section 666 applies to taxable years beginning after December 31, 
1953. Under subsection (a) the amount of the accumulation distri- 
bution of a trust, determined for any taxable year under section 
665 (b), is deemed to have been distributed on the last day of each 
of the 5 preceding taxable years as an amount within the meaning of 
paragraph (2) of section 661 (a), but only to the extent specifically 
provided in this subsection. If in any of such 5 preceding taxable 
years there is no undistributed net income for such year, determined 
under section 665 (a), prior to the application of this subsection with 
respect to the accumulation distribution for the taxable year, then 
there is no portion of such accumulation distribution for such taxable 
year which is deemed to be distributed on the last day of such preced- 
ing taxable year. The determination as to whether there is undis- 

tributed net income for any such preceding taxable year is made with 
the application of this subpart to accumulation distributions for any 
taxable years preceding the taxable year of the accumulation distribu- 
tion with respect to which this subpart is being applied. Thus, for 
the purposes of applying this subsection to any taxable year, the un- 
distributed net income for each of the 5 preceding taxable years 
shall be computed without regard to the accumulation distribution of 
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ich taxable year and without regard to any accumulation distribu- 

n determined for any suce eeding taxable years. The amount of 

» accumulation distribution for any taxable year which is deemed 
d distributed as of the close of any of the 5 preceding taxable years 
is the amount of such accumulation distribution reduced by the sum 
of the undistributed net incomes for any taxable years intervening 
botnet such taxable year and any such preceding taxable year with 

spect to which the amount to be deemed distributed is bei ‘ing com- 
; ited. ; 

_ Solve (b) of section 666 applies where the amount deemed 

nder subsection (a) to be distributed in any preceding taxable year is 
equal to the undistributed net income for such preceding taxable year. 
In such a case the trust is deemed to have distributed on the last day 
of any such preceding taxable year an amount, in addition to the 
amount determined under subsection (a), equal to the taxes imposed 
on the trust prior to the application of subsection (a) to such preced- 
ing taxable year with respect to such accumulation distribution, The 
amount deemed distributed under subsection (b) is treated as an 
amount distributed by the trust under section 661 (a) (2) on the last 
day of such preceding taxable year. For the purpose of subsection 
(b) undistributed net income for any preceding taxable year shall be 
computed without regard to the accumulation distribution of the tax- 
able year or of any succeeding taxable year 

Subsection (c) of section 666 applies where the amount deemed 
under shenien (a) to be distributed in any preceding taxable year 
is less than undistributed net income for such preceding taxable year. 
In such a case the trust is deemed to have distributed on the last day 
of such preceding taxable year an amount, in addition to the amount 
determined under subsection (a), equal to the taxes imposed on the 
trust for such preceding taxable year multiplied by the fraction the 
numerator of which is the amount of the accumulation distribution 
deemed distributed under subsection (a) and the denominator of which 
is the undistributed net income for such preceding taxable year. 
For purposes of this subsection undistributed net income for any pre- 
ceding taxable year shall be computed without regard to the ac- 
cumulation distribution of the taxable year and without regard to any 
ecru distribution determined for any succeeding taxable 
year. Undistributed net income for the purposes of subsee ‘tions (b) 
and (ec) of section 666 is computed with regard to any accumulation dis- 
tributions for prior taxable years. 


Section 667. Denial of refund to trusts 


Section 667 denies a refund or credit to the trust for the taxes paid 
by the trust under this chapter which would not have been paid by 
such trust had the trust in fact made the distributions deemed to have 
been made under section 666 on the last day of any preceding taxable 
year. Thus, subpart D does not require any reopening of the returns 
of the trust. 


Section 668. Treatment of amounts deemed distributed in preceding years 


Section 668 provides that the total of the amounts determined under 
section 666 and treated under such section as having been distributed 
by the trust on the last days of the preceding 5 taxable years shall 
be included in the income of beneficiaries receiving such amounts in 
the taxable year when such amounts were in fact paid, or credited, or 
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required to be distributed. The total of such amounts are ineludible 
to the extent such amounts would have been included in the incom. _ 
the beneficiaries had such total actually been received by the ben 
ficiaries on the last day of the preceding taxable years at which time 
they are deemed to have been distributed. The extent to which th, 
total of such amounts are includible in the income of the beneficiaries 
is determined under sections 662 (a) (2) and 662 (b). The amount of 
tax imposed on the amounts in the taxable year when actually received 


shall not exceed the aggregate of the taxes which would have been 
payable by the beneficiary had such amounts been received by him at 
the times specified in section 666. The tax which would have been 


so payable is the excess of the tax computed by including such amounts 
over the tax imposed on the beneficiary without regard to such 
amounts for the particular year. 

Section 668 (b) provides that the tax, determined under subsection 
(a) of section 668, imposed on the amounts included in the income 
of a beneficiary under subsection (a), shall be credited with his portion 
of the taxes of any preceding taxable year which have been paid by the 
trust and which would not have been so payable in any such preceding 

taxable year had the trust actually made the distributions to the 
beneficiary at the times specified in section 666 and in the amounts 
specified in subsection (a). 


EXAMPLE OF THE APPLICATION OF SUBPART D 


Assume that a trust is required to distribute currently one-half of 
its income to beneficiary A and that the trustee has full discretionary 
power to distribute the remaining income to beneficiaries B or C in 
whatever amounts he sees fit. Assume further that the trust had 
the following amounts of income during its taxable years, 1954, 1955, 
and 1956. 


Interest Interest 
(taxable) (exempt) 





| Royalties 








| 


Ge 8. in icdaesiateatesndedetss«badataatecwhnemee a $20, 000 $10, 000 $5, 000 
i asccaiesse cel sans kh mesial dig ac Saedidie aalepeo tee a . Rana cearetins 15, 000 10, 000 5, 000 
NOD aiiminsinvin <0 tmnhitettotin tals Laval dhdhacatidtnsabsibkakeasadadelde 25, 000 15, 000 1) 








1954.—Assume that the trustee in 1954 only distributed the one- 
half of the trust income for that year. The beneficiary A would 
receive $17,500 and would be taxed on $15,000. He would be exempt 
from tax on $2,500 as his portion of the tax-exempt interest. Under 
section 661 the trust would be entitled to a deduction of $15,000, and 
thus its taxable income would be $15,000. ‘Taking into account the 
deduction under section 642 (b) of $100, the tax imposed on the trust 
as of the close of 1954 is $4,683. The undistributed net income of 
the trust as of the close of 1954 is ($17,500 minus $4,683) $12,817. 

1955.—Assume that the trustee in 1955 distributed the one-half 
of the trust income to beneficiary A and $6,000 to beneficiary B. 
Beneficiary A would receive $15,000 and would be taxed on $12,500. 
Beneficiary B would be taxed on $5,000. Each beneficiary would be 
exempt from tax on $2,500 and $1, 000 of tax-exempt interest, respecs 
tively. Under section 661 the trust would be entitled to a deduction 
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of $17,500, and thus its taxable income would be $7,500. Taking 
into account the deduction under section 642 (b) of $100, the tax 
imposed on the trust for 1955 at the close is $1,780. The undistributed 
net income as of the close of 1955 is ($9,000 minus $1,780) $7,220. 

1956.—Assume (1) that the trustee in 1956 distributed one-half of 
the trust income to beneficiary A, (2) that the trustee distributed to 
beneficiary B $20,000, and (3) that the trustee distributed to bene- 
ficiary C $10,000. 

Beneficiary A would receive $22,500 and would be taxed on $20,000. 
He would be exempt from tax on $2,500 of tax-exempt interest. 

Beneficiary B would, without regard to subpart D, be subject under 
section 662 to tax on $13,333.33 and would be exempt on $1,666.66 
as tax-exempt interest. 

Beneficiary C would, without regard to subpart D, be subject under 
section 662 to tax on $6,666.67 and would be exempt on $833.33 as 
tax-exempt interest. 

For 1956, there would be no tax on the trust since the taxable 
income of the trust is $40,000 minus $20,000 taxable income distributed 
to beneficiary A, plus $13,333.33 as taxable income distributed to 
beneficiary B, plus $6,666.67 as taxable income distributed to benefi- 
clary OF 

Under subpart D, beneficiaries B and C would be subject to tax 
in their 1956 returns on amounts deemed distributed under section 666 
on the last day of each of the two preceding taxable years, 1955 and 
1954. 

Under section 665 (b) the trust has for 1956 an accumulation dis- 
tribution in the amount of $7,500. This amount is computed by 
subtracting $22,500 (distributable net income reduced by amounts 
falling within section 661 (a) (1)) from the total of all amounts for 
1956 falling within section 661 (a) (2); i. e., $30,000. Under section 
666 (a) the accumulation distribution of $7,500 is deemed to have 
been distributed as an amount specified in section 661 (a) (2) on the 
last day of each of the years 1954 and 1955. However, the amount 
of the $7,500 accumulation distribution deemed distributed in 1954 
is the excess of such amount over the undistributed net income for 
1955; i. e., the excess of $7,500 over $7,220, or $280. The amount of 
the $7,500 accumulation distribution deemed distributed in 1955 
cannot exceed the undistributed net income for 1955 (computed with- 
out regard to such accumulation distribution). Thus, under section 
666 (a), $7,220 is deemed distributed on the last day of 1955. 

Since the portion of the accumulation distribution for 1956 which 
is deemed distributed in 1955 is not less than the undistributed net 
income for 1955, the trust is deemed under section 666 (b) to have 
distributed on the last day of 1955 an amount in addition to the 
$7,220. This additional amount is equal to the taxes imposed on the 
trust for 1955, i. e., $1,780. 

Sinee the portion of the accumulation distribution for 1956 which 
is deemed distributed in 1954 is less than the undistributed net income 
for such year of $12,817, the trust is deemed under section 666 (e) to 
have distributed an amount in addition to the $280. This additional 
amount is the amount which is equal to the taxes imposed on the 
trust for 1954 ($4,683) multiplied by a fraction the numerator of which 
is $280 and the denominator of which is $12,817. This additional 
amount is $102.30. 
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As the result of the application of subpart D to the accumulation 
distribution of $7,500 for 1956, the trust is deemed to have distributed 
the following amounts: 

(1) On the last day of 1955, the total amount of $9,000. 

(2) On the last day of 1954, the total amount of $382.30. 

Under section 668 (a) the total of the amounts which are treated 
under section 666 as having been distributed by the trust on the last 
day of any of the 5 preceding taxable years must, subject to sections 
662 (a) (2) and 662 (b), be included in the income of the beneficiaries 
when in fact paid, credited, or required to be distributed. 

Beneficiary B is deemed to receive $6,000 on the last day of 1955. 
He includes in his income for 1956, resulting from the application of 
subpart D to 1955, $5,000 and is exempt with respect to $1,000. 
Beneficiary B is deemed to receive $254.86 on the last day of 1954, 
He also includes in his income for 1956 resulting from the application 
of subpart D to 1954, $218.46, and is exempt with respect to $36.40, 

Beneficiary C is deemed to receive $3,000 on the last day of 1955. 
He includes in his income for 1956, resulting from the application of 
subpart D, $2,500 and is exempt with respect to $500. Beneficiary C 
is deemed to reccive $127.44 on the last day of 1954. He also includes 
in his income for 1956, resulting from the application of subpart D, 
$109.24, and is exempt with respect to $18.20. 

The trust is not permitted any refund or credit for the amount of 
taxes imposed on the trust which would not have been payable by 
the trust had the trust in fact made the distributions deemed to have 
been made on the last days of 1954 and 1955 resulting from the appli- 
cation of this subpart to the $7,500 accumulation distribution for 1956. 

Beneficiaries B and C are entitled to a credit under section 668 (b) 
against each of their tax for 1956 for a pro rata portion of the taxes 
imposed on the trust prior to the application of this subpart to the 
accumulation distribution for 1956 which would not have been payable 
in 1954 and 1955 had the trust in fact made the distributions to such 
beneficiaries resulting therefrom. 

Since for 1955 the amount deemed under section 666 (a) to have 
been distributed was equal to the entire undistributed net income for 
that year, the entire amount of taxes imposed on the trust ($1,780) 
is allowed as a credit against the taxes imposed on the beneficiaries. 
In this case beneficiary B is permitted to credit against his tax the 
amount of $1,086.67 which is two-thirds of $1,780. Beneficiary C is 
permitted to credit against his tax for 1956 the amount of $593.33 
which is one-third of $1,780. 

With respect to 1954, prior to the application of this subpart to 
the accumulation distribution of $7,500 for 1956, the trust had 
undistributed net income of $12,817 and the tax was $4,683. After 
the application of subpart D, the undistributed portion of distribut- 
able net income for 1954 is $17, 117.70 and the tax applicable to such 
portion is $4,528.99. Since the tax imposed on the trust prior to the 
application of this subpart to 1954 was $4,683, $154.01 is the amount 
of the taxes imposed on the trust under this chapter for 1954 which 
would not have been payable by the trust for 1954 had the trust in 
fact made distributions to beneficiaries B and C at the times and in 
the amounts specified in section 666. 
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Beneficiary B will be allowed an additional credit against his 
1956 tax of $102.67, and beneficiary C, $51.34. 

The undistributed net income for the year 1954 as of the close of 
1956 is $12,588.71. 


SUBPART E—GRANTORS AND OTHERS TREATED AS SUBSTANTIAL 
OWNERS 


Subpart E contains the provisions for taxing to the grantor the 
income of a trust over which he has retained substantial dominion and 
control. Under existing law, certain trusts of this character are 
specifically defined in sections 166 and 167 of the 1939 Code. Section 
166 applies where there is vested in the grantor (or in a person not 
having a substantial adverse interest) a power to revest in the 
crantor the corpus of the trust, while section 167 applies to trusts 
the income of which may be distributed to the grantor directly, 
accumulated for future distribution to him, or applied to the pay- 
ment of insurance premiums on policies on his life. Income of 
certain other trusts of which the grantor may be considered to be the 
owner has been held taxable to the grantor under the general provi- 
sions of section 22 (a), as construed in the decision of the Supreme 
Court in Helvering v. Clifford (309 U.S. 331) and related cases. These 
include certain short-term trusts providing for reversion to the 
grantor at the end of the term, and trusts where the grantor has 
retained the power to determine the beneficiary who is to enjoy the 
income. ‘The principles for determining taxability of these trusts 
have been the subject of detailed regulations, section 39.22 (a)-21 of 
Regulations 118. 

Under the new code, the rules for determining taxability of trusts 
falling within the purview of section 22 (a) as well as those covered 
by sections 166 and 167 are brought together in this subpart. While, 
in general, the criteria for determining taxability under the Clifford 
doctrine follows the pattern of the regulations, that is, the dominant 
types of control are stated to be (1) the reversion of the trust prop- 
erty within a short period of time after the creation of the trust, 
(2) the reservation of the power to determine who should enjoy the 
corpus or income, and (3) the reservation of important administra- 
tive controls in a nonfiduciary capacity, there are variations in the 
precise standards selected. ‘These are discussed under the various 
sections. 

There is also included in this subpart (sec. 678) provision for taxing 
income of a trust to a person other than the grantor where there is 
vested in such person (rather than in the grantor) the power to vest 
the corpus or income in himself. This adopts the doctrine of such 
cases as Richardson v. Commissioner (121 F. 2d 1) and Mallincrodt v. 
Commissioner (146 F. 2d 325), now set forth in the regulations under 
section 22 (a). See section 39.22 (a)-22. 


Section 671. Trust income, deductions, and credits attributable to grantors 
and others as substantial owners 


This section states the general rule that in cases where the grantor 
or another person is regarded as the owner of any portion of a trust, 
there shall be included in computing his taxable income and credits 
those items of income, deductions, and credits against tax of the 
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trust which are attributable to that portion of the trust (to the extent 
that such items would be taken into account in computing the taxable 
income and credits of an individual). Thus, if income of a trust js 
attributable to the grantor because he has reserved the power to re- 
voke the trust and if the trust has incurred certain expenses in con- 
nection with the production of such income, the income will be in- 
cluded in the income of the grantor and he will be allowed those 
deductions for such expenses which he would have been entitled to if 
the trust had not been created. If a portion of the income is paid to 
a charity, such payment shall be treated as though made by the grantor 
and will be cumulated with his other contributions for purposes of the 
limitations of section 170. 

It is also provided in this section that no items of a trust shall be 
included in computing the income or credits of the grantor (or another 
person) solely on the grounds of his dominion and control over the 
trust under the provisions of section 61 (corresponding to sec. 22 (a) 
of existing law). The effect of this provision is to insure that. tax- 
ability of Clifford type trusts shall be governed solely by this subpart. 
However, this provision does not affect the principles governing the 
taxability of income to a grantor or assignor other than by reason of 
his dominion and control over the trust. Thus, this subpart has no 
application in situations involving assignments of future income to 
the assignor, as in Lucas v. Karl (281 U.S. 111), Harrison v. Schaffner 
(312 U.S. 579), and Helvering v. Horst (311 U.S. 112), whether or not 
the assignment is to a trust; nor are the rules as to family partnerships 
affected by this subpart. 

Section 672. Definitions and rules 

This section contains definitions and rules for applying the other 
provisions of this subpart, including the definition of an adverse party, 
a nonadverse party and a related and subordinate party. These 
definitions are significant in any case where a power is held, not 
directly by the grantor, but by some other person whose actions may 
be attributed to the grantor. Thus, as under existing law, a power 
is not attributed to the grantor when held by a person who has a 
substantial interest in the trust property which is adverse to the 
interest of the grantor. Under subsection (a) of this section, such a 
person is defined as one having a substantial beneficial interest in 
the trust which would be adversely affected by his exercise or non- 
exercise of the power. A nonadverse party is defined in subsection (b) 
as any person not having an adverse interest. 

Subsection (c) defines a related or subordinate party to mean the 
grantor’s spouse or certain specifically designated close relatives or 
subordinate employees of the grantor whose relationship to the grantor 
is such that a power held by such person may be tantamount to a 
power in the grantor. The persons are, in general, the same as are 
enumerated in section 39.22 (a)—21 (d) (2) of the regulations, except 
that this section adds to the class a corporation in which the stock- 
holdings of the grantor and the trust are significant from the viewpoint 
of voting control. Under the regulations, an employee of such a 
corporation is specifically listed as within the subordinate group, but 
not the corporation itself. 

While, under existing law, a power held by the grantor’s spouse or 
by a related or subordinate party may be attributed to the grantor 
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solely by reason of the relationship, under this subpart, such a result 


will follow only if the party is subservient to the grantor. This section 
provides, however, that such subserviency will be presumed unless the 
party is proved to be nonsubservient by a clear preponderance of 
the evidence. This rule, however, does not modify the rule of existing 
law where the power is one which permits the return of the corpus or 
income to the grantor, as provided in sections 676 and 677, correspond- 
ing to sections 166 and 167 of the 1939 Code. Under those sections, a 
power is in effect attributed to the grantor if held by any nonadverse 
party, regardless of relationship. 

Subsection (d) contains the rule that a person shall be considered 
to have a power even though the exercise is subject to the precedent 
giving of notice or takes effect only on the expiration of a certain 
period of time after the exercise of the power. This provision, which 
is designed to prevent avoidance through the use of contingent powers, 
corresponds to the similar provision in section 39.22 (a)-21 (d) of the 
regulations, The fact that a power is held in the capacity of trustee 
is not material except where expressly or impliedly stated, as in sec- 
tions 674 (d) and 675 (4). 

Section 678. Reversionary interests 

This section contains the rules applicable to the short-term trust 
containing the provision for a reversion to the grantor. The section 
enacts in statutory form provisions in lieu of those now contained in 
section 39.22 (a)-21 (c) of Regulations 118. 

Subsection (a) of this section contains the general rule that a grantor 
shall be considered to be the owner of any portion of a trust (and 
taxable on the income therefrom) in which he has a reversionary 
interest in either the corpus or the income therefrom which will or 
may reasonably be expected to take effect in possession or enjoyment 
within a period of 10 years. 

Subsection (b) provides a special rule under which income of a 
short-term trust is taxed to the grantor only where the term is for less 
than 2 years, if the income of the trust is irrevocably payable to any 
of the ‘following organizations which are exempt from tax under 
section 501: A “church ; a convention or association of churches; a 
religious order; a hospital; or an educational organization which 
normally maintains a regular faculty and curriculum and normally 
has a regularly enrolled body of pupils or students in attendance at 
the place where its educational activities are regularly carried on. 
The provisions of subsection (b) will not apply unless the income for 
the entire term must be paid to the single specifically designated 
beneficiary. Thus, the subsection will not apply if the income is 
payable, in the discretion of the trustee, to any one or more of several 
named college Ss, 

Subsection (c) contains a further exception to the rule of subsection 
(a) to the effect that the grantor shall not be treated as the owner of 
a trust by reason of a reversionary interest where such interest is to 
take effect only on the death of the person or persons to whom the 
income is payable. This rule is applicable even though, due to the 
short life expectancy of the beneficiary, the reversionary interest may 
reasonably be expected to take effect “within 10 years. 

Subsection (d) provides the rule (also contained in the regulations) 
under which a postponement of the date for reacquisition of the property 
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is considered to constitute a new transfer in trust commencing with 
the date of the postponement, for the purpose of determining whether 
a short-term trust is in effect following the postponement. However, 
the income will not be taxed to the grantor by reason of the extension 
of the term for any year in which it would not be taxed to him in the 
absence of the postponement. Thus, if a trust which originally was 
for a term of 12 years is extended at the end of the ninth year so that 
it will have a total term of 14 years, a new 5-year trust is considered 
to have been created. However, the income of the first 3 years of such 
new term is not attributed to the grantor since these years constitute 
the tenth, eleventh, and twelfth years of the original 12-year trust. 


Section 674. Power to control beneficial enjoyment 


This section contains provisions similar to those contained in sub- 
section (d) of section 39.22 (a)-21 of the regulations, providing for 
taxability to the grantor of income of a trust where the beneficial 
enjoyment of the corpus or income is subject to a power of disposition, 
exercisable by the grantor or by a nonadverse party or both. The 
general rule is contained in subsection (a) of this section while certain 
excepted powers are described in subsections (b) and (e). 

Paragraph (1) of subsection (b) contains the exception, equivalent 
to that provided in section 167 (c) of the 1939 Code, under which a 
grantor is not taxable on income of a trust by reason of a power 
merely to apply income to the support or maintenance of his depend- 
ents. Inasmuch as such a power might subject the grantor to tax 
under the general rule of this section as well as under the general rule 
of section 677 (corresponding to sec. 167 of existing law) the excep- 
tion is provided for in both sections. 

Paragraph (2) contains an exception, also provided in the regula- 
tions, to the rules set forth in section 672 (d), under which powers 
exercisable only on giving of notice or at a future date are treated as 
present powers. Thus under the exception, a power which may only 
affect the income for a period commencing after 10 years will not 
subject the grantor to tax during the prior period. This exception 
correlates with the short-term trust rule in order that more severe tax 
consequences may not result from a power exercisable after a term of 
10 years than from a reversionary interest to take effect after the same 
period. If the power is still in existence in the eleventh and succeeding 
years, however, the grantor will be taxable on the income of those years 
under the general rule since the power will be currently exercisable. 

Paragraph (3) contains the rules presently in paragraph (2) (i) of 
subsection (d) of section 39.22 (a)—21 with respect to a power exer- 
cisable only by will. Such a power subjects the grantor to tax only 
where the income is accumulated for testamentary disposition by the 
grantor, or may be accumulated for such disposition in the discretion 
of the grantor or a nonadverse party. 

Paragraph (4) excepts a power to determine the beneficiaries of 
the income or corpus provided that payment must be made for a 
charitable purpose as defined in section 170 (c). This corresponds to 
subsection (d) (2) (ii) of the regulations. 

Paragraph (5) excepts a power to invade corpus for a beneficiary 
or beneficiaries. Under subparagraph (A) such a power is excepted 
if limited by a reasonably definite standard set forth in the trust 
instrument regardless of whether the beneficiary for whom invasion 
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is permitted is an income beneficiary or a beneficiary of the remainder. 

S ibparagraph (B) excepts a power to invade corpus for a current 
income beneficiary only, even though no standard is prov ided, but 
ily to the extent that the distribution is chargeable against the pro- 
ortionate share of corpus held in trust for the | particular beneficiary. 

s proportionate share limitation is designed to insure that the 
orantel through a power to invade corpus, may not in effect have a 

wer to allocate income. The provisions of paragraph (5) are 

ntical with corresponding provisions of the regulations except that 
n subparagraph (A) there is eliminated the requirement that the 
standard must consist of the needs and circumstances of the benefici- 
al 1es. 

Paragraph (6) excepts a power to pay income to a beneficiary cur- 
rently or to accumulate such income for future distribution to the 
beneficiary. This exception will apply provided that any income 
which has been accumulated must ultimately be payable either 
(A) to the beneficiary from whom distribution is withheld, to his 
estate, or to his appointees (or alternate takers) pursuant to a general 
power of appointment in the beneficiary or (B) upon termination of 
the trust or in conjunction with a distribution of corpus which con- 
tains the accumulated income, to the current income beneficiaries 
in irrevocably specified shares. Accumulated income is considered 
to be ultimately payable in accordance with the foregoing rules even 
though the trust provides for payment to contingent beneficiaries if the 
primary beneficiary fails to survive the date fixed for distribution, if 
such date may reasonably be expected to occur within the lifetime of 
the primary beneficiary. Accordingly, a grantor is not taxed on the 
income if he can postpone payment for a reasonable period of time pro- 
vided the period is not so long that the effect of the power is the same as 
though it permitted an allocation of income between the income bene- 
ficiary and the remainderman. The rules of paragraph (6) are the 
same as those in the regulations. 

Paragraph (7) excepts a power (exercisable only during the disability 
of a current income beneficiary or during the period during which any 
income beneficiary is under the age of 21 years) to pay income to such 
beneficiary or to add the income to corpus. Such a power is excepted 
even though the accumulated income will not be paid to the bene- 
ficiary from whom withheld. 

Paragraph (8) excepts a power to allocate receipts between corpus 
and income even though the power is expressed in broad language. 
This exception is designed to insure that a power which is normally 
vested in the trustee for purposes of conforming to appropriate trust 
accounting principles may not, if vested in the grantor as trustee, be 
construed as a power to determine the beneficial enjoyment of income 
or corpus. 

Subsection (c) of section 674 provides a broader exception for powers 
exercisable by independent trustees. Under this subsection (which 
corresponds to sec. 39.22 (a)—21 (d) (2) (iii) of the regulations) a power 
to allocate income or corpus among a class of beneficiaries will not 
cause the grantor to be subject to tax if the power is held by any 
person other than the grantor or a person who is both related to the 
grantor and subservient to his wishes. Under the regulations, such 
& power would not be excepted from the general rule if held by the 
spouse of the grantor or (if the power would affect the interests of the 
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wife or a child of the grantor) by any related party. The rule in this 
section is more liberal in that it attributes the power held by another 
person to the grantor only if such person is subservient. However, 
the presumption of subserviency of a related or subordinate party set 


forth in section 672 (c) is applicable, 


Section 675. Administrative powers 

This section corresponds to section 29.22 (a)-21 (e) of the regula- 
tions providing in substance that the grantor is taxable on income of 
a trust where the administrative control of the trust is exercisable 
primarily for the benefit of the grantor rather than of the beneficiarics, 
The administrative controls which are considered to be exercisable 
primarily for the benefit of the grantor are specifically described in 
paragraphs (1) to (4), inclusive, of this section. 

Paragraph (1), corresponding to subsection (e) (1) (i) of the regula- 
tions, covers a power which enables the grantor or any person to deal 
with the trust property or income for less than an adequate considera- 
tion. 

Paragraph (2), corresponding to subsection (e) (1) (ii) of the regula- 
tions, covers a power enabling the grantor to borrow the corpus or 
income, directly or indirectly, without adequate interest or security. 
This power, however, will not subject the grantor to tax where a 
trustee, other than the grantor, may, under a general lending power 
lend to any person without interest or security even though the general 
lending power permits such loans to the grantor, as well as to other 
persons. The provision is slightly less restrictive than under the 
regulations which prohibit the power to be held by the spouse of the 
grantor and does not exempt the power if it permits loans without 
adequate interest. 

Paragraph (3), corresponding to subsection (e) (1) (iii) of the 
regulations, subjects the grantor to tax if he has directly or indirectly 
borrowed the corpus or income and has not completely repaid the loan 
(including interest) before the beginning of the naga year. While 
this rule was absolute under the regulations, under this section the 
grantor will not be taxed merely by reason of borrowing if the loan 
provides for adequate interest and adequate security and is made by a 
trustee other than the grantor or a related or subordinate trustee 
who is subservient to the grantor. 

Paragraph (4), corresponding to subsection (e) (1) (iv), applies 
to general powers of administration exercisable by a person in a non- 
fiduciary capacity. Such powers include the power to vote stock of 
corporations comprising the trust funds and powers to control the 
investment of the trust funds but only where the trust funds consist of 
stocks or securities of corporations in which the holdings of the grantor 
and the trust are significant from the viewpoint of voting control. 
Thus, the grantor will only be taxable by reason of a power over 
investments where investments are those in which the grantor in- 
dividually and the trust have significant voting control and then 
only if the power is exercisable in a nonfiduciary capacity, that is, 
in such a manner as to benefit the grantor individually rather than the 
beneficiaries of the trust. 


Section 676. Power to revoke 


Section 676 is the provision corresponding to section 166 of existing 
law providing that the grantor is taxable on the income of a trust 
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where either he or any person without adverse interest has the power 
to revest title to the trust property in the grantor. This provision is 
slightly modified so as to limit its application in the case of powers 
exercisable only after the expiration of a period of time. Under 
existing law the grantor is taxable if the power to revoke is exercisable 

“at any time’, As in the case of a power under section 674, it seems 
appropriate to correlate the section with the short-term trust pro- 
visions of section 673. 

Section 677. Income for benefit of grantor 

Section 677 corresponds to section 167 of existing law under which 
income is taxed to the grantor by reason of a power to vest the income 
in him or to apply it to his benefit. A limitation with respect to 
powers affecting income arising only after the expiration of the period 
of time specified in section 673 is provided consistent with the treat- 
ment in sections 674 and 676. 

Under existing law, section 167 applies to income which may, in the 
discretion of the grantor or a nonadverse party, be distributed to the 
grantor, but not, by its terms, to income which is actually so distrib- 
uted or required to be distributed. Accordingly, while section 167 
(a) (2) has been applied, as in Helvering v. Stuart (317 U. S. 154), to 
to tax to the grantor income which the grantor has the power to apply 
to the discharge of his legal obligations, income which is required to 
be so applied has been taxed to the grantor under section 22 (a). 
Douglas v. Willeuts (296 U.S. 1). Since the two types of trusts have 
the common characteristic of providing for disposition of income 
(actual or contingent) to or for the benefit of the grantor, they are 
both appropriately within this subpart. Accordingly, section 677 


is made applicable to mandatory as well as discretionary trusts of the 
character described. 

Section 677 (b) corresponds to section 167 (c) of existing law, 
relating to powers to apply income to the support of the grantor’s 
dependents. No change in substance is made. 


Section 678. Person other than grantor treated as substantial owner 


Section 678 set forth the rules under which a person other than the 
grantor of a trust may be taxed on its income by reason of a power to 
acquire the corpus or income of the trust. This provision is operative 
for example, in the case of a trust established by a husband for the 
benefit of his children, but under which the grantor’s wife may at 
any time take the trust property. In such a case the wife, having 
the power to take the property, is treated as the owner thereof and 
the income is taxed to her. A liberalizing provision is provided 
under which a person will not be taxed on income by reason of a 
power vested in him as trustee to apply such income to the support 
or maintenance of his dependents, exceptto the extent that the income 
is so applied. This prov ision is consistent with section 167 (c) of 
existing law (section 677 (b) of the new code) relating to equivalent 
powers held by the senator, 

Subsection (d) of this section provides that the general rule of the 
section will not apply to a power which has been renounced or dis- 
claimed within a reasonable time after the holder of the power first 
became aware of its existence. 
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Section 681. Limitation on charitable deduction 

This section corresponds to subsection (g) of section 162 of the 
1939 Code. That subsection was inserted by the Revenue Act of 
1950 for the purpose of denying the charitable deduction allowed by 
section 162 (a) (section 642 (c) under this bill) to certain trusts 
having “unrelated business income” or which entered into “prohibited 
transactions” described therein. 

This section is identical with section 162 (¢) of the 1939 Code 
except that in subsection (b) the limitation of the deduction allowable 
under section 642 (c) is changed to correlate the limitation with the 
charitable deduction allowed to individuals under section 170 (b 
of this bill. 

Section 682. Income of an estate or trust in case of divorces, ete. 

This section corresponds to section 171 of the 1939 Code, which 
provided rules in certain cases for taxing the income of trusts as 
between spouses who are divorced or legally separated under a decree 
of divorce or of separate maintenance. The parenthetical clause in 
subsection (a) makes the provisions of this section applicable to 
spouses who are separated under a written separation agreement, as 
well as to those who are divorced or legally separated under a court 
order or decree. This change correlates the provisions with section 
71 of this bill. 

Section 683. Applicability of provisions 

The provisions of part 1 of this subchapter are to be applied only 
to taxable years beginning after December 31, 1953, except that such 
provisions are not applicable, either to an estate or trust or to any 
beneficiary, to any amounts paid, credited or to be distributed in any 
taxable year of the estate or trust beginning before January 1, 1954. 
For example, if a trust files its return on a fiscal year basis ending June 
30, 1954, the provisions of this bill would not apply to such trust until 
July 1, 1954. 

Subsection (b) of section 683 is inserted for the purpose of making 
inoperative section 162 (d) (3) of the 1939 Code (relating to the 65- 
day rule) to distributions made within the first 65 days of any taxable 
year commencing after January 1, 1954. This is done by providing 
that in the case of any amount paid, credited or to be distributed in 
the first taxable year of a trust or estate beginning after December 31, 
1953, such amount is not to be considered to be paid, credited or dis- 
tributed in the preceding taxable year of the estate or trust. 


Parr IJ—Income 1n Respect or DrEcEDENTS 


Section 691. Recipients of income in respect of decedents 

This section corresponds to section 126 of the 1939 Code. How- 
ever, the provisions of the existing law have been revised to incorporate 
several major changes in its present scope. 

Section 126 of the existing law does not apply to cases involving 
successive decedents. Its provisions were added by the Revenue 
Act of 1942 and were designed to overcome the preexisting require- 
ment that there be included in the income of a decedent for the tax- 
able period in which his death occurred all the income accrued up to 
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the date of his death, if not otherwise includible in respect of such 
period or a prior period. In order to overcome the “bunching” of 
all such income in the decedent’s final return, the 1942 amendments 
made the income accrued solely by reason of the decedent’s death 
taxable to the actual recipient at the time the income was received. 
However, the hardship caused by the pyramiding of income in the 
decedent’s last return, which the existing provisions of section 126 
were designed to eliminate, continues to exist in the case of subse- 
quent dee dents. For example, if the widow of a life insurance agent 
acquires by reason of the death of her husband the right to receive 
renewal commissions on life insurance sold by him in his lifetime and 
payable over a period of years, but the widow dies prior to the receipt 
of such commissions, leaving the right to receive the commissions to 
her son, no income in respect of the commissions is required to be 
included in the final return of the husband. However, upon the 
subsequent death of his widow, the fair market value of the right to 
receive such commissions must, under the existing law, be included 
in her final return. 

This section amends the provisions of the present law in order to 
apply the existing principle in the case of one or more subsequent 
decedents. In order to effectuate this revision, amendments have been 
made in subsection (a) (1) (e orrespondit 1g to sec. 126 (a) (1) of existing 
law) to make it clear that an item of gross income in respect of a sub- 
sequent decedent includes an amount which was an item of gross 
income in respect of a prior decedent, provided the right to receive 
such amount was acquired by the subsequent decedent by reason of 
the death of the prior decedent or by bequest, devise, or inheritance 
from the prior decedent. ‘Thus, in the example above, the insurance 
commissions would be considered an item of gross income in respect 
of the deceased widow of the insurance agent. Conforming amend- 
ments are contained in subsection (a) (2) and (3) of this section 
(corresponding to sec. 126 (a) (2) and (3)) to provide that the term 
“transfer” does not include transmission at death to the estate of a 
decedent o1 to a person entitled to receive an amount by reason of the 
death of a decedent or by bequest, devise, or inheritance by the 
decedent. Under subsection (a) (3) the character of the income in 
the hands of whatever recipient is to be determined as if the recipient 
had acquired the amount in the transaction in which the right to 
receive the income was originally derived. This makes the existing 
principle clearly applicable in cases involving successive decedents. 

The second major change in the provisions of the existing law is 
contained in subsection (a) “(4) of this section which makes installment 
obligations items of income in respect of a decedent. This paragraph 
re places the provisions of section 44 (d) of the Internal Revenue Code 
of 1939 insofar as that section applies in the case of installment obli- 
gations transmitted at death. The requirement of a bond in such 
cases has been eliminated and the recipients of payments of install- 
ment obligations or the proceeds derived from their sale or satisfaction 
at other than face value will be taxed in accordance with the provi- 
sions of this section. Subsection (a) (4) provides that if an install- 
ment obligation was received by a decedent upon the sale or other 
disposition of property and the income from such sale or other dis- 
pore was properly reportable by the decedent on the installment 

asis (see section 453), and the obligation is acquired by the decedent's 
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estate from the decedent or by any person by reason of the death of 
the decedent or by bequest, devise, or inheritance from the decedent 
an amount equal to the excess of the face value of the obligation over 
its basis in the hands of the decedent (see section 453 (d)) shall be 
considered an item of gross income in respect of the decedent. For 
the purposes of subsection (a) (2), relating to the amount includible 
in income upon the transfer of a right to receive an item of income in 
respect of a decedent, subsection (a) (4) provides that the entire 
obligation will be considered a right to receive an item of gross income 
in respect of the decedent, but “that the amount includible in gross 
income under subsection (a) (2) shall be reduced by the basis of the 
obligation in the hands of the decedent (determined under section 

453 “(d)) The term “transfer” as used in subsection (a) (2) has 
been ited to include the satisfaction of an installment obligation 
at other than face value. 

The provisions of subsection (c) of this section correspond to section 
126 (c) of the existing law. However, several changes have been made 
in these provisions. The first amendment rounds out the basic revision 
of existing law to make it applicable to successive decedents. The 
purpose of this amendment is to authorize a deduction in respect of 
the estate tax imposed not only upon the estate of the immediate 
decedent, but of any prior decedent. This amendment also reflects 
the revision in the estate tax law which eliminates the dual tax system 
involved in the imposition of the basie tax and the additional tax. 
The second amendment reflected in subsection (c) has been made 
to coordinate the provisions of this section with the revised rules 
relating to the income taxation of estates, trusts and beneficiaries. 
Where an estate or trust includes in its gross income income in respect 
of a decedent but all or a part of such income is paid, credited, or 
required to be distributed to a beneficiary of the estate or trust, the 
deduction allowable on account of the estate tax attributable to 
such income must be allocated between the estate or trust and the 
beneficiary. In such cases the estate or trust must compute the 
deduction allowable to it under this section by excluding from its 
gross income the portion, if any, of the items of income in respect of a 
decedent which is paid, credited, or required to be distributed to 
beneficiaries during the taxable year. Under existing law items of 
income in respect of a decedent distributed by an estate or trust are 
ordinarily not includible in gross income of the beneficiary, because 
such items represent “corpus” as distinguished from ‘“income’’ in 
the hands of the estate or trust. However, the revised income tax 
provisions relating to estates, trusts and beneficiaries generally do 
not preserve this distinction for income tax purposes of a beneficiary. 
See sections 641-663, inclusive. In order to reflect the revised 
approach employed in these sections, the amendment made in sub- 
section (c) has been necessary. This amendment ¢arries the same 
effective date provisions applicable with respect to the provisions 
relating to estates, trusts, and beneficiaries. See section 683 (a). 

Subsection (c) (2) (B) has been amended to correlate with the pro- 
visions of section 72 (j), relating to the estate tax adjustment to be 
made with respect to certain annuities, and section 421 (d) (6) (B), 
relating to the deduction for estate tax allowable in certain circum- 
stances with respect to restricted stock options. 

Except as otherwise described above, the provisions of the existing 
law have been incorporated without change. 
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Section 692. Income taxes of members of the Armed Forces 


This section corresponds to section 154 of the 1939 Code, relating 
to abatement of tax of deceased members of the Armed Forces. Under 
existing law, the provision is applicable only if the decedent dies after 
June 24, 1950, and before January 1, 1955. 

Under this section, no specific termination date is provided and the 
benefits of the section are available with respect to a decedent dying 
after June 24, 1950, and during an induction period as defined in 
section 112 (c), relating to exclusion of certain combat pay of members 
of the Armed Forces. Except for the termination date, the section 
is the same as existing law. 


SUBCHAPTER K—PARTNERS AND PARTNERSHIPS 
Part I—DererMINATION oF Tax LIABILITY 


Section 701. Partners, not partnership, subject to tax 

This provision is essentially the same as section 181 of the 1939 
Code. It provides that partners are to be liable for income tax only 
in their separate or individual capacities. Unlike the former section 
181, it expressly states, rather than implies, that the partnership as 
such is not to be subject to the income tax. 


Section 702. Income and credits of partner 

This provision represents no change in current law and practice. It 
incorporates provisions of sections 182, 183 (c), 184, 186, and 189 of 
present law. 

Subsection (a) requires each partner, in computing his personal 
income tax, to take into account separately his distributive share (as 
defined in section 704) of certain items of income, deduction, credit, 
etc., of the partnership. Thus, each partner is permitted to treat his 
share of partnership short-term and long-term capital gains and losses, 
and gains and losses from the sale of depreciable property used in a 
trade or business, as though earned or accrued by him personally, to 
be added to, or subtracted from, any items of similar character indi- 
vidually realized by him. Each partner is required to add to his 
personal charitable contributions his share of charitable contributions 
made by the partnership for the purpose of applying the limitation or 
charitable deduction. Similarly, the partner is credited with his share 
of any dividends received by the partnership from a domestic corpora- 
tion for purposes of determining his dividends received credit, the 
dividends received exclusion, or the dividends received deduction 
(in the case of a corporation which is the member of a partnership). 
Taxes, described in section 901, which are paid or accrued by the 
partnership to a foreign country or to a possession of the United States, 
are also attributed to the partners in accordance with their respective 
distributive shares. Thus, each partner may add his distributive 
share of such taxes to any similar taxes paid or accrued by him indi- 
vidually. He then has the option to apply the total amount as a 
deduction against income or as a credit against tax, subject to the 
foreign tax credit limitations. Partially tax-exempt interest on 
obligations of the United States or instrumentalities of the United 
States is also treated as though realized by each partner separately 
in accordance with his distributive share, so that he may receive the 
credit against tax therefor in computing his personal tax. 

44140°—54——22 
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Paragraph (8) of subsection (a) is a “catch-all’’ provision which 
authorizes the Secretary or his delegate to prescribe regulations to 
require each partner to take into account separately his share of any 
other items of income, gain, loss, deduction, or credit, the character of 
which would affect the computation of the partner’s personal incom 
tax. For example, partnership gain or loss from gambling operations 
may be required to be segregated 1 in order to permit individual partners 
to offset personal gambling gains and losses against their shares of 
such gains and losses realized by partnership. 

Paragraph (9) of subsection (a) provides that all items of income or 
loss, not required to be segregated by other provisions of this section, 
shall be attributed to each partner in accordance with his distributive 
share. 

Subsection (b) contains a “conduit” rule which makes clear that 
the ¢ -haracter of any item re alized by the partnership and included in 
a partner’s distributive share shall be the same as though he had 
realized such item directly, rather than through his membership in a 
partnership, from the source from which it was realized by the part- 
nership and in the same manner. 

Subsection (c) makes clear that, whenever the gross income of a 
partner is to be determined, such amount shall include his distributive 
share of the partnership gross income. For example, a partner is re- 
quired to include his distributive share of partnership gross income in 
determining his individual gross income for the purposes of determining 
the necessity of filing a return, the application of the provision permit- 
ting the spreading of income for services rendered over a 3- -year period, 
the amount of gross income received from possessions of the United 
States, and whether the extended period of limitation provided in the 
case of 25-percent omission from gross income is applicable. 

Section 703. Partnership computations 

Subsection (a) combines provisions of sections 183 and 189 of the 
1939 Code, effecting no change in existing law. It states that the 
taxable income of a partnership, although not taxable as such, shall be 
computed in the same manner as the taxable income of an individual, 
with certain exceptions. The classes of items described in section 
702 (a) must be separately stated. In addition, certain deductions 
which are applicable only to individuals are not allowed in the com- 
putation of partnership income. These are the optional standard 
deductions, the deduction for personal exemptions, the net operating 
loss deduction, and the itemized deductions for individuals provided in 
part VII, such as the medical expense deduction. 

Subsection (b) requires that all elections (other than the election 
with respect to foreign taxes) affecting the computation of income 
derived from a partnership shall be made by the partnership. Thus, 
elections as to methods of accounting, the use of the installment sales 
provision, the option to expense intangible drilling and development 
costs, etc., must be made by the partnership and must be applicable 
to all partners equally. An exception is made permitting a separate 
election by each partner to use his distributive share of taxes paid 
or accrued by the partnership to foreign countries and possessions of 
the United States as a credit or as a deduction. The exception as to 
foreign taxes does not constitute a change in existing law although it 
eliminates a possible interpretation of sections 183 and 186 of the 1989 
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code which might permit both the credit to the partners and the 
deduction to the partnership. 
Section 704. Partner’s distributive share . 

With the exception of subsection (e), relating to family partnerships, 
the provisions of this section are new. However, they are substan- 
tially in accord with existing practice. 

Subsection (a) provides the general rule that a partner’s distributive 
share of partnership income, gain, loss, deduction, or credit, is to be 
determined by the partnership agreement. 

Subsection (b) provides that, where the partnership agreement does 
not provide specifically for the manner of sharing one or more of the 
items set forth in section 702 (a), then, each partner’s distributive 
share of such item shall be determined in accordance with his distribu- 
tive share, as prescribed in the partnership agreement, of partnership 
income or loss, exclusive of the items required to be treated separately. 
In the case of a partnership where there is a different ratio for sharing 
income than that applicable for sharing losses, the income ratio shall be 
applicable if the partnership has taxable income in the particular 
taxable year and the loss ratio shall be applicable in any year in which 
the partnership has a loss, 

Subsection (b) further provides that if the principal purpose of any 
provision in the partnership agreement dealing with a partner’s dis- 
tributive share of a particular item is to avoid or evade the Federal 
income tax, the partner’s distributive share of that item shall be rede- 
termined in accordance with his distributive share of partnership 
income of loss. For example, if the provisions of a partnership agree- 
ment allocate all partnership loss on the sale of depreciable property 
used in trade or business to one partner or allocate a greater portion 
of the foreign tax credit to one partner than to another partner, such 
provisions may be disregarded, and such items attributed to all the 
partners in accordance with the provisions of the partnership agree- 
ment for sharing partaership income or losses. 

Subsection (c) makes clear that items of income, gain, loss, deduc- 
tion, or credit arising with respect to property contributed by a 
partner, either at the time of the formation of the partnership or 
thereafter, shall be treated in the same manner as similar items 
arising with respect to partnership property generally. Such items 
must be allocated among the partners in the same manner as items 
arising with respect to any other property acquired by the partnership. 
For example, if a partner contributes to a partnership property with 
an adjusted basis oo than its value at the time of contribution, the 
gain upon the sale of such property by the partnership will be taxable 
to each of the partners in accordance with his distributive share of 
gains in the identical manner as if the property had been purchased 
by the partnership. Depreciation on contributed property will also 
be allocated among the partners without regard to which partner 
contributed the property. This rule was adopted in the interest of 
simplification of the partnership provisions. While the treatment 
may result in possible detriment (or gain) to noncontributing partners, 
it should be noted that there will, in general, be a corresponding loss 
(or gain) to such partners upon sale or disposition of their interest 
in the partnership. 

Subsection (c) also makes clear that gain or loss or depreciation 
with respect to property the basis of which has been adjusted in accord- 
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ance with the election provided in section 743, as the result of a tran fer 
of a partnership interest by sale or the death of a partner, will be 
treated in the same manner as gain or loss or depreciation generally, 

Subsection (c) may be illustrated as follows: , 

Assume that A and B form an equal partnership. A contributes 
property worth $1,000 with an adjusted basis of $400. B contributes 
$1,000 in cash. Under the provisions of section 722, the basis of A’s 
partnership interest is $400. The basis of B’s interest is $1,000. If 
the contributed property depreciates at the annual rate of 10 percent, 
the partnership will have an annual depreciation deduction of $40, 
which results in a deduction of $20 in computing each partner's 
distributive share of partnership income. ‘Thus, at the end of the 
first year, the basis of the contributed property will be $360. If the 
partnership has no operating income or deductions, each partner 
will have a loss of $20. A’s basis for his interest will be $380 ($400, 
the original basis of his interest, reduced by the loss of $20), B's 
basis for his interest will be $980. 

If the property is sold in the second year of partnership operations 
for $900, the partnership gain will be $540 ($900, the amount realized, 
less the basis of $360). Each partner’s share of the $540 gain will be 
$270. If we assume that the partnership engaged in no other trans- 
actions that year, each partner will have a capital gain of $270 from 
the partnership to report. <A’s basis for his interest will then be 
$650 (the basis of $380 increased by the gain of $270). B’s basis will 
be $1,250 (the basis of $980 increased by the gain of $270). If the 
partnership is then liquidated, and its assets consisting of $1,900 in 
cash are distributed to the partners pro rata, A will have a capital 
gain of $300 ($950, the amount received, less $650, the basis of the 
interest). B will have a capital loss of $300 (the excess of B’s basis, 
$1,250, over the amount received, $950). 

Subsection (d) provides a limitation on the amount of partnership 
loss, ordinary or capital, allowable to a partner. The partner’s dis- 
tributive share of such loss will be allowed only to the extent of the 
basis of his interest in the partnership at the end of the partnership 
taxable year with respect to which the loss occurred. If, however, 
a partner realizing a loss in excess of the basis of his interest is obli- 
gated to make a contribution to the partnership equal to the amount 
of such excess loss, then the entire loss shall be recognized by hin. 
For example, a partner whose basis for his interest is $50, and whose 
distributive share of partnership loss is $100, would ordinarily be per- 
mitted to recognize a loss of only $50, thereby decreasing the basis 
of his interest to zero. The remaining $50 loss would not be recog- 
nized unless the partner obligated himself to repay the amount of 
such loss to the partnership. “The undertaking of such an obligation 
is equivalent to a contribution of $50 which would raise the basis of 
his interest by that amount, so that it could again be reduced to zero 
by the recognition of the additional $50 loss. 

Subsection (e) contains the family partnership provisions formerly 
found in sections 191 and 3797 (a) (2) of the 1939 code. 


Section 705. Adjustments to basis of partner’s interest 


While there are no provisions in the 1939 Code analogous to the 
provisions in this section, the adjustments required are in accord 
with existing practice. 
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Subsection (a) provides that the unadjusted basis of a partner’s 
interest in a partnership (determined in accordance with sec. 722) is 
required to be increased by any further contributions by him. The 
basis of the partner’s interest is also increased by his distributive 
share of partnership taxable income (including caiptal gain), his 
distributive share of tax exempt receipts of the partnership, and his 
distributive share of the excess of the partnership deduction for 
percentage, or discovery-value depletion, allowed to the partnership 
over the basis to the partnership of the depletable property. 

Subsection (b) provides that the basis of a partner’s interest is to 
be decreased (but not below zero) by his distributive share of partner- 
ship losses (including capital losses), partnership expenditures which 
are neither deductible nor chargeable to capital, and by distributions 
to the partner from the partnership. 

The adjustments to the basis of a partner’s interest are necessary 
to prevent unintended benefit or detriment to the partners. Thus, 
a partner’s distributive share of nontaxable income (such as exempt 
income or depletion allowances in excess of basis) is added to the 
basis of his interest in the partnership so that the benefit of such 
tax-exempt income will not be lost to the partner. Otherwise, the 
partner would eventually incur a capital gain with respect to such 
amounts. Similarly, the partner’s share of nondeductible expendi- 
tures must be deducted from his basis in order to prevent such amounts 
from eventually constituting capital loss to him. 


Section 706. Taxable years of partner and partnership 

Subsection (a) corresponds to section 188 of the 1939 Code and makes 
no substantive change. It requires a partner, in computing his 
individual income tax to include his distributive share of partnership 
items for any partnership year ending within or with his taxable year. 
A partnership taxable year shall be determined as though the partner- 
ship were a taxpayer. For example, the partnership must annualize 
its income for a short year caused by a change of its accounting period. 

Subsection (b) provides that a partnership may not change its 
taxable year from a calendar year to a fiscal year unless it receives 
the approval of the Secretary or his delegate. Partnerships organized 
after June 30, 1954, must adopt a calendar year unless they obtain the 
approval of the Secretary or his delegate to the adoption of a fiscal 
year. Furthermore, no member of a partnership may, without prior 
approval from the Secretary or his delegate, change his taxable year. 
It is contemplated that the adoption of a fiscal year by either the 
partnership or the partner will be approved if a valid business purpose 
is shown. ‘This provision does not affect partnerships or partners 
using different taxable years prior to January 1, 1954. 

Paragraph (1) of subsection (c) provides that, as a general rule, the 
taxable year of a partnership shall not, unless the partnership agree- 
ment otherwise provides, be closed as the result of the death ‘of a 
partner, the addition of a new partner, or the liquidation or the sale or 
exchange of a partner’s interest. Thus, in the case of the death of 
a partner the partnership taxable year will continue to its normal 
conclusion unless the partnership agreement provides for a lump sum 
payment to the partner’s estate resulting in an immediate termination 
of the partner’s interest. 
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The last return of a deceased partner, therefore, will include only 
his share of partnership income for the partnership year ending within 
the last taxable year of the deceased partner. ‘The deceased partner's 
share of partnership income earned during a partnership year not yet 
closed at the time of his death will not ba included in his last return. 
Where the deceased’s estate or successor continues as a partner, thy 
entire distributive share of partnership income attributable to the 
deceased partner’s interest will be included ia the return of such 
estate or successor. 

If, however, the partnership is terminated, the taxable year of thie 
partnership will close with respect to all the partners. The termina- 
tion of a partnership is defined in section 761 (e). 

Paragraph (2) provides that, in the case of a partner whose interes| 
is liquidated, or sold or exchanged to an outsider, the taxable year of 
the partnership shall close with respect to such a partner. The clos- 
ing of the partnership year occurs with respect to a partner only if 
the partner no longer retains any interest in the partnership. If a 
partner’s interest is merely reduced, the partnership year with respect 
to that partner will continue. His distributive share of partnership 
items required to be included by him im accordance with section 702 
(a) will be determined by taking into account the fact that his profit 
interest may have varied during the parinership taxable year. 
Section 707. Transactions between partner and partnership 

Subsection (a) provides the general rule that a partner who en- 
gages in a transaction with the partnership, other than in his capacity 
as a partner, shall be treated as though he were an outsider. Such 
transactions include the sale of property by the partner to the part- 
nership, the purchase of property by the partner from the partnership, 
and the rendering of services for pay by the partner to the partnership 
or by the partnership to the partner. Transactions involving con- 
tributions of money or property to the partnership by the partner, 
or distributions of money or property by the partnership to the 
partner are not governed by this section. 

Subsection (b) provides an exception to the general rule in the 
case of sales of property between the partnership and a controlling 
partner in order to prevent tax avoidance through the realization of 
fictitious losses or increasing the basis of property for purposes of 
depreciation. When such sales or exchanges occur, no gain or loss is 
to be recognized and the property or money transferred by the partner 
to the partnership shall be treated as a contribution, while property 
or money transferred by the partnership to the partner shall be 
treated as a distribution. The term ‘controlling partner” is defined 
in paragraph (2) of subsection (b) as a partner who owns, directly or 
indirectly, an interest of 50 percent or more in either the capital or 
the profits of the partnership. The ownership of a meee or profits 
interest in a partnership is to be determined in accordance with the 


same rules relating to the determination of stock ownership provided 
in section 267 (c). 

Subsection (c) provides a rule with respect to guaranteed salaries 
to members of a partnership. A partner who renders services to the 
partnership for a fixed salary, payable without regard to partnership 
income, shall be treated to the extent of such amount like any other 
employee who is not a partner, and the partnership shall be allowed 
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a deduction for salary expense. The amount of such salary shall be 

included in the partner’s gross income, and shall not be considered a 
distributive share of partnership income or gain. A partner who is 
cuaranteed a minimum annual amount for his services shall be 
treated as receiving a salary in that amount. 


Part 1J—Conrrisvutions, DistrisuTIons AND TRANSFERS 
SUBPART A—CONTRIBUTIONS TO A PARTNERSHIP 


Section 721. Nonrecognition of gain or loss on contribution 


This section, which codifies existing case law, makes clear that no 
cain or loss shall be recognized either to the partnership or to any of 
its partners upon a contribution of prope rty to the partnership in 
exchange for a partnership interest. This rule is to apply both in the 
case of a contribution to a partnership in the process of formation, 
and in the case of contribution to a partnership which is already 
formed and operating. 


Section 722. Basis of contributing partner's interest 

This section which corresponds to present practice, provides that 
the basis of a partner’s interest acquired in exchange for a contribution 
of property, including money, to the partnership shall be the amount 


of the money contributed plus the adjusted basis to the contributing 
partner of any property contributed. 


Section 723. Basis of property contributed to partnership 
This provision corresponds to the first sentence of section 113 (a) 
(13) of the 1939 Code. It provides that the basis to the partnership 


of property contributed by a partner shall be the adjusted basis of 
such property in the hands of the contributing partner at the time 
of the contribution. That portion of section 113 (a) (13) which 
requires that the basis of contributed property be increased in the 
amount of gain or decreased in the amount of loss recognized to the 
transferor upon such a transfer has been omitted because no gain 
or loss is recognized in such a transaction. 


SUBPART B—DISTRIBUTIONS BY A PARTNERSHIP 


Seciion 731. Extent of recognition of gain or loss on distribution 


This section sets forth the rules for the recognition of gain or loss 
upon distributions of money and property by “the partnership to a 
partner. Ordinarily, no gain or loss is ree ognized upon such a dis- 
tribution. The circumstances in which gain or loss is recognized 
are described in paragraphs (1) and (2) of subsection (a). 

Where money is distributed, no gain will be recognize 1d to the dis- 
tributee partner except to the extent that such distribution exceeds 
the basis of his interest in the partnership. This rule is in accord with 
present practice, and is applicable to current distributions as well as 
distribution in exchange for all or part of the distributee partner’s 
interest (i. e., complete or partial liquidations). 

Loss, on the other hand, is to be recognized to the distributee 
partner only upon the liquidation of his interest in the partnership. 
The term “liquidation” is defined in section 761 (d) as the termination 
of the partner’s entire interest in the partnership. Loss will be 
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recognized to the partner whose interest is being liquidated to the 
extent that the basis of his interest exceeds the amount of mon 
received by him (assuming he receives no property). 

In the event that the distribution includes property, then the 
unadjusted basis to the distributee of such property, as determing 
under section 732 (generally, the adjusted basis in the hands of t! 
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partnership) shall be used in the computation of the distributec’s 
gain or loss. ‘Thus, if a partner with a basis for his interest of $10,000 
receives a distribution of $8,000 in cash and property with a basis, 
determined in section 732, of $3,000, he realizes a gain of $1,000, 
If a partner whose basis for his interest is $10,000 retires from the 
partnership receiving $5,000 in cash and property with a basis to him 
of $3,000, a loss of $2,000 will be recognized to him. Generally, 
gain or loss recognized will be treated as gain or loss from the sale or 
exchange of the interest in the partnership. 

To the extent that the money or the fair-market value of the dis- 

tributed property is attributable to the distributee partner’s share of 

substantial unrealized receivables or fees of the partnership, or sub- 
stantially appreciated or depreciated inventory or stock in trade, the 
provisions of section 751 shall apply in lieu of the rules relating to 
distributions. 

Where the distributee partner is obligated to repay the amount 
of money or the value of property withdrawn by him from the part- 
nership, the distribution is not subject to the rules of section 731 
but is treated as a loan from the partnership in accordance with the 
provisions of section 737. 

Where payments are made to a retiring partner or the estate or 
heir of a deceased partner under the rules provided in section 736, the 
rules of that section will be applicable. 

Subsection (b) provides that no gain or loss will be recognized to the 
partnership upon a distribution to a partner except in the case of a 
withdrawal of property treated as a loan under section 737, 

Section 732. Basis of distributed property other than money 

This provision differs from the analogous provision in the second 
sentence of section 113 (a) (13) of the 1939 code, which provides ~ at 
the basis of property distributed in kind shall be such part of 
basis of the distributee’s interest as is properly allocable to — 
property. As a general rule, under section 732 the unadjusted basis, 
of property received in a distribution by a partnership to a partner 
shall, unless constituting a loan in accordance with the rules provided 
in section 737, be its adjusted basis in the hands of the partnership 
immediately prior to the distribution. ‘There is, however, one limi- 
tation to this general carryover basis rule. If the fair- market value 
of all the properties received by a partner in any distribution is less 
than the total adjusted basis to the partnership of such properties, 
the amount of such excess shall, in order to determine the basis of 
such properties to the distribute, be subtracted from the adjusted 
basis of the properties in the hands of the partnership. ‘This reduction 
in basis shall be allocated among those properties having a fair- 
market value less than the basis of such properties. Such an alloca- 


tion serves to bring the bases of the distributed properties closer to 
the fair-market value of such properties. ‘Thus, if the combined basis 
of the distributed properties is $1,000 and the value of such properties 
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is $900, a downward adjustment of $100 is allocated among the dis- 
tributed properties. However, if some of the distributed properties 
have appreciated in value and others have depreciated, so that the 
aggregate value of the properties equals or exceeds their combined 
basis, the carryover basis of each property is used, 

Section 783. Basis of distributee partner’s interest 

This provision prescribes the adjustments to be made in the basis of 
the interest of a partner receiving a distribution from the partnership. 
The basis of his interest is to be reduced by the amount of money 
distributed to him and the amount of the unadjusted basis to him of 
any property other than money received as a distribution. The 
method of determining the unadjusted basis of such property is pre- 
scribed in section 732. 

Section 734. Adjustments to basis of undistributed partnership property 

Under current practice, a partnership is not permitted to adjust the 
basis of remaining partnership property after having made a distribu- 
tion of part of its property to a partner. If, for example, property 
with a basis of $1,000 to the partnership is distributed to a partner, 
and the distributee, under section 113 (a) (13) of the 1939 Code, is 
required to take that property at an unadjusted basis of $600, the 
assets remaining in the partnership may not be increased in order to 
prevent the loss of $400 in basis. 

Under section 734 any decrease in the basis of distributed property, 
because of the limitation in section 732 (b), will result in an equivalent 
increase in the basis of undistributed partnership assets. The amount 
of the increase in the basis of remaining partnership property is to be 
allocated to the basis of property similar in character to that dis- 
tributed, in proportion to the respective adjusted bases of such prop- 
erty, or in any other manner which the Secretary or his delegate may 
approve. Thus if the bases of the partnership properties to be 
adjusted are substantially out of line with their respective fair market 
valine the partnership may receive the approval of the Secretary to 
a method of allocation in accordance with the value rather than basis. 


Section 735. Character of gain or loss on disposition of distributed 
property 

Subsection (a) prevents a partner from realizing a capital gain on 
the sale of property distributed to him by the partnership, if the sale 
of such property by the partnership would have resulted in the realiza- 
tion of ordinary income. Similarly, in the case of a loss on the dis- 
position of such distributed property by the distributee partner, such 
loss will be an ordinary loss. The provision is applicable to two 
types of property. When a partner receives a distribution of un- 
realized receivables or fees (as defined in sec. 751 (c) (2)) any gain or 
loss realized by him on the disposition of such property will be ordinary 
gain or loss. When a partner receives a distribution of inventory or 
stock in trade (as defined in sec. 751 (d) (3)), any gain or loss realized 
by him on the disposition of such property will be ordinary income or 
loss if the property is disposed of within 5 years from the date of the 
distribution. If imventory or stock in trade is held beyond that 
period, capital gain or loss will be realized upon its disposition if such 
property is then a capital asset in the hands of such taxpayer. 
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Subsection (b) sets forth a rule for ascertaining the holding period, 
for any purpose other than the 5-year rule prescribed in subsection 
(a), of property distributed to a partner by a partnership. The 
distributee partner’s holding period is to include the holding period 
of the partnership for such property. If the property has been 
contributed to the partnership by a partner, then the period that the 
property was held by such partner will also be included. 


Section 736. Payments to a retiring partner or a deceased partner’s suc- 
cessor in interest 

This section provides rules for the treatment of payments made to 
a retiring partner or to the estate, heir, or any other successor in 
interest of a deceased partner. The provisions are applicable only 
if the payments are in exchange for the liquidation of the partnership 
interest of the recipient. It is immaterial whether such payments are 
based on a percentage of partnership income, or are fixed in amount 
and payable either in a lump sum or periodically over an interval of 
time. 

The section provides that the portion of the amounts paid which 
are attributable to the value of the recipient’s capital interest in the 
partnership shall be treated as a distribution by the partnership under 
the general provisions of this subpart with respect to distributions. 
The amount so treated shall not be treated as a distributive share of 
partnership income to the distributee, and shall not serve to reduce the 
amount of the distributive shares of the remaining partners. The 
term “interest in a partnership,” however, is defined so as to exclude 
the value of the retiring or deceased partner’s share of partnership 
unrealized receivables and fees (as defined in sec. 751 (c) (2)), or 
partnership inventory or stock in trade which has substantially ap- 
preciated or depreciated in value under the tests prescribed in section 
751 (e). In determining the value of the recipient’s capital interest, 
there shall be included his interest in partnership goodwill only to the 
extent of the fair market value thereof to persons outside the partner- 
ship. 

In general, amounts paid in excess of the value of the distributee’s 
capital interest, as defined above, shall, if the payments are deter- 
mined as a percentage of partnership income, be treated as a distribu- 
tive share of income or other items of the partnership allocable to the 
recipient as a member of the partnership. Accordingly, such amounts 
will not be included in the distributive shares of the remaining partners. 
However, the rule permitting such payments to be treated as a dis- 
tributive share to the withdrawing partner shall apply only to pay- 
ments made within 5 years after the death of a partner or the retire- 
ment of a partner. Payments made more than 5 years after that date, 
with the exception of amounts attributable to the recipients’ capital 
interest, shall not constitute a distributive share to the recipient, and 
shall not reduce the distributive shares of the remaining partners. 
This amount shall, in effect, be treated as a distribution to the remain- 
ing partners and as a gift of such amounts to the recipient. 

i here the amount paid by the partnership is in the form of a lump- 
sum payment or fixed amounts payable over a period of time, the 
rules outlined above shall apply with respect to that portion of the 
amount paid attributable to the value of the capital interest of the 
recipient. Any amount in excess of that value shall, if paid within 
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5 years after the partner’s death or retirement, be treated as though 
it were a salary paid to the recipient by the partne rship. The part- 
nership shall be permitted to deduct as a business expense of the 
amount so treated. Amounts paid beyond such 5-year period which 
are not attributable to the withdrawing partner’s capital interest 
shall not be treated as a salary to recipient and shall not result in ¢ 
deduction to the partnership. Such amounts will be treated as : 
cift to the recipient. 

Subsection (c) provides that, to the extent that payments to the 
retiring partner or to the successor in interest of a deceased partner 
are attributable to inventory or stock in trade which has substantially 
appreciated or depreciated in value (under the tests set forth in see- 
tion 731 (e)), the provisions of subsection (a) shall not apply. Such 
amounts shall be treated under the rules set forth in section 751 (a) 
and (b) with respect to amounts received for appreciated or depreci- 
ated inventory or stock in trade. The withdrawing partner will 
recognize ordinary income or ordinary loss as though he had sold 
his interest in such inventory or stock in trade for the fair market 
value thereof. It will be immaterial, also, whether amounts attribut- 
able to such property are received within or after the 5-year limitation 
pe riod. To the extent that income or loss is recognized by the with- 
drawing partner with respect to such inventory or stock in trade, the 
partnership will be subject to the rules prov ided in section 751 (b) 
with respect to the income or loss on such property. 

The allocation of payments to a withdrawing partner between 
amounts attributable to the capital interest (as defined in see. 736 
(b) (2)) and other payments shall be made in accordance with regula- 
tions prescribed by the Secretary. 


Section 737. Certain distributions considered as loan to a partner 


This section provides that certain transactions between a partner- 
ship and a partner are to be treated as loans. If a partner withdraws 
money from the partnership under an obligation to repay it, either in 
cash or by applying against the amount of the withdrawal his share 
of future partnership income, such amount shall be considered as a 
loan from the partnership to the partner, and shall not reduce the 
partner’s basis for his interest or result in the realization of income to 
him. 

Similar treatment is accorded in the case of a withdrawal of prop- 
erty (other than money), with an obligation to repay the fair market 
value thereof. Sueh a transaction, however, shall be considered as 
the sale or exchange of such property by the partnership. The gain 
or loss of the partnership shall be the difference between the basis s for 
the distributed property and the amount which the distributee partner 
is to repay. 

In a case where a partner’s distributive share of partnership loss 
(including capital loss) is in excess of the basis of his interest in the 
partnership, and the partner is obligated to repay such loss, the amount 
of the obligation shall be treated as a loan to him from the partnership. 
Unless such an obligation to repay is assumed by him, he will not be 
permitted to recognize his share of the loss under the provisions of 
section 704 (d). 

If the partnership cancels the obligation incurred by the partner in 
any of the aforementioned cases, other than as the result of repay- 
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ment, at the time of such cancellation, the partner will be considered 
to have received a distribution in money to the extent of the debt 
terminated. 


SUBPART C—TRANSFERS OF INTERESTS IN A PARTNERSHIP 


Section 741. Recognition and character of gain or loss on sale or exchange 
This section provides that the sale or exchange by a partner of his 
interest in the partnership shall be treated generally as the sale or 
exchange of a capital asset. Any gain or loss shall be treated as 
capital gain or loss unless the partnership has unrealized receivables 
or fees, or inventory or stock in trade which bas substantially appre- 
ciated or depreciated in value, as defined in section 751. If section 
751 is applicable, a portion of the gain or loss shall be treated as 
ordinary income or loss. 
Section 742. Basis of transferee partner’s interest 

This section provides that, in general, the unadjusted basis to a 
transferee partner of an interest in a partnership shall be determined 
under the basis rules for property provided by part II of subchapter 
O (sec. 1011 and following). For example, the basis of a purchased 
interest will be its cost, and the basis of an interest transferred upon 
the death of a partner will be the fair market value of the interest at 
death or the optional valuation date. 

Special rules are provided in section 751, however, if the partnership 
owns unrealized receivables or fees, or inventory or stock in trade 
which has substantially appreciated or depreciated in value (as de- 
fined in sec. 751). 

Section 743. Optional adjustments to basis of partnership property 

Subsection (a) provides that the transfer of an interest in a partner- 
ship, either by sale or exchange, or as the result of the death of a 
partner, although affecting an adjustment to the basis of the trans- 
ferred interest, will not result in an adjustment to the bases of thie 
partnership properties. 

Subsection (b) provides, however, that the partnership may make an 
election to adjust the bases of the partnership assets in order to reflect 
the increase or decrease in the basis of transferred interest in the 
partnership. A partnership making this election shall increase the 
adjusted bases of the partnership properties by the amount by which 
the unadjusted basis of the transferee partner’s interest in the partner- 
ship exceeds the adjusted basis of the transferor’s interest immediately 
prior to the transfer. In the event that the adjusted basis of the 
transferor partner’s interest in a partnership immediately prior to the 
transfer exceeds the unadjusted basis of the transferee partner for his 
interest, then the adjusted bases of the partnership properties shall be 
decreased by the amount of this excess. 

The amount of any increase or decrease in the adjusted bases of 
partnership properties as the result of a transfer of a partnership 
interest is to be allocated to such properties in proportion to their 
respected adjusted bases, unless the partnership receives permission 
from the Secretary or his delegate to use another method of allocation. 

In order to make the permissive basis adjustments, the partner- 
ship must file a statement of election, under regulations, with the 
partnership return for the taxable year of the partnership im which a 
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transfer of an interest occurs. Once the election is made, it shall be 
irrevocable until the termination of the partnership (as defined in see 
761 (e)). The adjustment to the basis of partnership properties mu t 
then be made each time there is a transfer of an interest in the partner- 
ship. Thus, a partnership which makes an election to step-up the 
basis of its assets upon a sale of a partnership interest for an amount 
in excess of the adjusted basis of such interest will, in the event of a 
subsequent sale of such an interest for an amount less than its adjusted 
basis, be required to decrease the basis of its assets. Such increases 
or decreases must also be made in the case of transfers resulting from 
the death of a partner based on the market value of the interest at 
the time of death. 

The election to increase the basis of partnership properties upon 
the transfer of a partnership interest is pot applicable with respect to 
the disposition by a partner of his interest in unrealized receivables or 
fees or substantially appreciated or depreciated inventory or stock in 
trade. The partner acquiring an interest in such properties retains 
individually the basis applicable to such properties for purposes of his 
own income computations, as provided in section 751. 

It will be noted that the optional adjustment to bavis provided in 
section 743 (b) will, under the rules provided in section 704 (ec), be 
shared equally by all the partners in accordance with theit distributive 
shares of partnership income or loss. The benefits of a step-up in the 
basis of partnership properties (or the detriments of a eae n in 
basis) will not therefore be limited to the partner the transfer of whose 
interest results in such adjustment. 

The application of subsection (b) may be illustrated as follows: 

Assume that partner A dies when the balance sheet of the ABC 
partnership is as follows: 








Assets -abiities and capital 


| Adjusted | Market | | Adjusted| Market 
| basis v > | basis | value 


$5,000 | $5,000 } Liabilities....} $10,000 | $10, 000 

Accounts receivable hocad s 10, 000 ),000 | Capital: } 
Property X (inventory) - ‘ 20, 000 21, 000 | Badhous 14, 000 22, 000 
Property Y (depreciable ¢ assets) -  acbuinisditenidbiendte 20, 000 , 000 15, 000 22, 000 
15, 000 | 22, 000 


. } ‘i 
cio thitihiahtetatithinedsinsineiaiiebaneiantes | 655, b, 55, 000 76, 000 





The partnership has made the election to adjust the basis of partner- 
ship assets upon transfer of an interest and therefore the difference 
between the adjusted basis of A’s partnership interest, $15,000, and 
the value of such interest at death, $22,000, must be allocated to the 
basis of partnership assets. The allocation is made in proportion to 
adjusted hasis of property other than cash and accounts receivable, 
and in the example above would be divided equally between property 
X and property Y (an increase of $3,500 in the basis of each property). 
The bases of the interests of B and C in the partnership would remain 
unchanged, 

Assuming that A’s son M takes over his father’s interest, the balance 
sheet of the new partnership M B C, would be as follows: 
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| 
i. wende Adjusted Liabililies and Adjusted 
ASSL basis capital basis 
I tect hace cain aI ae ce cine $5,000 | Liabilities... $1 
Accounts receivable.....- 10, 000 
cf i ae 23, 500 
Fixed assets...........- 23, 500 
WOU. wabsubiececs 





62, 000 | 


The same adjustment as that described above would be made if 
partner A had sold his partnership interest to an outsider for $22,000, 


SUBPART D—PROVISIONS COMMON TO OTHER SUBPARTS 


Section 751. Unrealized receivables or fees and inventory or stock in trad: 
Subsection (a) requires ordinary income or loss treatment on any 
money or property received by a partner in exchange for all or a part 
of his share of unrealized receivables or fees of the partnership, or 
inventory or stock in trade which has substantially appreciated or 
depreciated in value. It provides that any amount so received shall 
not be treated as an amount received upon the sale or exchange of an 
interest in a partnership or as a distribution by a partnership. 

In determining the amount of ordinary income or loss realized by a 
partner upon the disposition of his interest in such items, a portion 
of such partner’s adjusted basis for his interest in the partner- 
ship must be allocated, under regulations, to his share of unrealized 
receivables or fees or substantially appreciated or depreciated 
inventory or stock in trade, The amount of basis to be so allo- 

cated shall ordinarily be his pro rata share of the partnership basis 
for such property. This amount shall be subtracted from the basis 
of that partner’s interest. 

Paragraph (3) of subsection (a) provides that the rules of section 751 
shall not apply to unrealized accounts receivable or fees, or inventory 
or stock in trade which are distributed in kind. Such distributions 
result in the realization of ordinary income or loss only upon the dis- 
position of such property by the distributee. Section 751 (a) likewise 
does not apply, with respect to unrealized receivables or fees, in the 

‘ase of a distribution to a retiring partner or the estate of a deceased 
partner where such distribution is subject to the rules provided in 
section 736. 

Subsection (b) provides rules designed to permit the purchaser, or 
person acquiring an interest in such receivables , fees, inventory, or 
stock in trade to recover tax-free his basis in such property. W here 
the amount paid for such property exceeds their basis to the partner- 
ship for such items, an exclusion shall be allowed from the gross 
income of the purchaser in the amount of such excess, Where, 
however, the basis of such assets to the partnership exceeds 
the amount paid for such assets, there shall be an inclusion 
in the gross income of the purchaser in order to offset the loss which 
would otherwise be obtained by the purchaser on the disposition 
of such property. The amount of the exclusion or inclusion shall be 
allocated ratably over the period in which it is estimated that the 
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unrealized receivables or fees will be collected, or the inventory or 
stock in trade will be disposed of. The Secretary or his delegate may, 
however, give his approval to any other equitable method chosen by 
the partnership to allocate this exclusion or inclusion. 

Subsection (c) provides for similar adjustments in the case of a 
person acquiring an interest from a decedent partner in substantially 
appreciated or depreciated inventory or stock in trade. 

The term “unrealized receivables and fees’”’ is defined in subsection 
(d) to include any rights, contractual or otherwise, to payment for 
goods delivered, or to be delivered, if such payment would be treated 
as received for property other than a capital asset, or rights to pay- 
ment for services rendered, or to be rendered. If such rights to pay- 
ment were previously includible in income under an accrual method 
of accounting employed by the partnership, then to that extent their 
value will not constitute “unrealized receivables.” 

The term “inventory or stock in trade’’ is defined in subsection (e) 
to include partnership property of the kind described in section 
1221 (1), any other partnership property other than capital asset or 
depreciable property described in section 1231, and any other property 
produced by the partnership, which if produced and sold or exchanged 
by the partner selling his interest, would be considered property other 
than a capital asset or depreciable property described in section 1231. 
Inventory or stock in trade shall be considered to have “appreciated 
substantially in value” if the fair market value of such property 
exceeds 120 percent of the basis for such property in the hands of the 
partnership, and 10 percent of the adjusted basis of all partnership 
property, other than money. 

The application of this section may be illustrated as follows: 

Assume that partnership ABC is on a cash basis and its balance 
sheet is as follows: 


Liabilities and capital 


Adjusted | Market | Adjusted} Market 
basis | value basis | value 


es . j 

phn beled $20,000 | $20,000 | Current li ies ona $15, 000 $15, 000 
Accounts receivable z 0} 15,000! Morteag ryable. ... 30, 009 30 000 
Inventories 30, 000 39, 900 | 


Other assets i 40, 000 46, 000 i } 15,000 25, 000 
15, 000 25, 000 
15. 000 2 


Teter... u. se 90, 000 120, 000 er 90, 000 





Partner A sells his partnership interest to D for $25,000. Sinee D 
is to assume A’s pro rata share of the partnership liability, $15,000, A, 
in effect, receives $40,000. The $40,000 consists of the following: 

(1) $5,000 attributable to his share of accounts receivable 
($15,000, the total value of receivables, divided by 3); 

(2) $13,000 attributable to his share of substantially appre- 
ciated inventory ($39,000, the total value of appreciated property, 
divided by 3); and 

(3) $22,000, the balance, attributable to A’s interest in the 
partnership. 
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The basis of A’s share of receivables is zero. The basis of A’s share of 
appreciated inventory is $10,000 (the partnership basis of $30,000, 
sy ided by 3). The basis of A’s remaining interest in the partnership 

$20,000 ($30,000, the basis of A’s interest, reduced by $10,000, the 
snd allocable to appreciated inventory). (The basis of A’s interest. 
$30,000, is derived by combining the basis of his capital account. 
$15,000, with his share of partnership liabilities, $45,000 divided by 
3, or $15,000.) F 

A will, therefore, realize ordinary income of $5,000 on receivables, 
plus $3,000 gain on substantially appreciated inventory ($13,000 less 
$10,000), or a total of $8,000 as ordinary income. A will realize capital 
gain of $2,000 on the sale of his partnership interest ($10,000, his total 
gain, less $8,000, ordinary income on receivables and appreciated in- 
ventory). The purchaser D is entitled to an exclusion from his in- 
come of $8,000 to be spread over the period during which it is estimated 
that the partnership receivables will be collected and the inventory 
sold. If this period is estimated to be 5 years, D’s annual exclusion 
will be $1,600. 

Section 752. Treatment of certain liabilities 

Frequently, a partner will assume partnership liabilities or a part- 
nership will assume a partner’s liabilities. In some cases this occurs 
as the result of a contribution of encumbered property by the partner 
to the partnership or as the result of a distribution of such property 
by the partnership to the partner. The provisions of this section 
prescribe the treatment for such transferred liabilities. Whenever a 
yartner’s individual liabilities are increased because of the assumption 
oy him of partnership liabilities, the amount of the increase shall be 
treated as a contribution of money by the partner to the partne rship. 
Similarly, when the liabilities of the partnership are increased, there yy 
increasing each partner’s share of such liabilities, the amount of th 
increase shall be treated as a pro rata contribution by the partners, 
thereby raising the basis of each partner’s interest in the amount of 
his share of the increase. 

Conversely, when a partner’s personal liabilities are decreased 
because a portion of them have been assumed by the partnership 
the amount of the decrease shall be treated as a distribution of money 
by the partnership to the partner. Similarly, when the liabilities of the 
partnership are decreased, thereby decreasing each partner’s share of 
such liabilities, the amount of the decrease shall be treated as a pro 
rata distribution by the partnership, thereby reducing the basis of 
each partner’s interest in the amount of his share of the decrease. 

The transfer of property subject to a liability by a partner to a part- 
nership, or by the partnership to a partner, shall, to the extent of the 
fair market value of such property, be considered a transfer of the 
amount of the liability along with the property. 

This section may be illustrated as follows: 

If a partner contributes property with basis of $1,000, subject to a 
mortgage of $500, to a partnership in exchange for a one-half interest 
in the partnership, the basis of his interest will be $1,000 (the basis of 
the contributed property) reduced by $250 (the amount of his liability 
with respect to such property assumed by the other partner), or $750. 
The contributing partner still remains subject to $250 of his original 
$500 liability. When a partnership interest is sold or exchanged, 
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the general rule for the treatment of the sale or exchange of property 
ibject to liabilities will be applied. Thus, if a partner sells his interest 

in a partnership for $750 cash and, at the same time, transfers to the 
purchaser his pro rata share of eerie liabilities amounting to 

$250, the amount realized by the seller on the transaction is $1,000, 
ich will be applied against the basis of his interest in order to 
‘termine his gain or loss. 


Section 753. Partner receiving income in re spect of a decedent 


This section makes clear that the general provisions dealing with 
income in respect of a decedent are applicable in the case of amounts 
received by the estate, heir, or other successor in interest of a deceased 
partner, to the extent such amounts are attributable to the decedent’s 
interest in the partnership’s unrealized receivables and fees. Thus, a 
successor in interest of a decedent partner will be required to include 
in gross income amounts received from the partnership which are 

tributable to the value of the decedent’s interest in unrealized fees 
and receivables. The recipient will at the same time receive a deduc- 
tion for the estate tax paid with respect to the inclusion of such rights 
to income in the decedent’s estate. 

The estate or heir of a deceased partner will also be treated as 
receiving income in respect of a decedent to the extent that amounts 
paid to him by an outsider in exchange for his inherited interest in 
the partnership are attributable to the value of the decedent’s interest 
in partnership receivables and fees. 

The provisions relating to income in respect of a decedent are not 
applicable to a decedent’s interest in substantially appreciated or 
depreciated inventory. 


Parr Il1—DrFinitions 


ion 761. Terms define l 

This section defines terms used throughout subchapter K. 

In subsections (a) and (b) the terms “partnership” and ‘ pax ner’ 
are given substantially the same definition as under section 37! mee) 
(2) of the 1939 Code. However, the Secretary or his delegate is shan 
the authority to exclude certain unincorporated organizations from 
the application of all or part of this subchapter at the election of 
taxpayers having a financial interest in such organization. Unincor- 
porated organizations may be thus excluded only if availed of for 
purposes of investment, or for the joint production, extraction, or use 
of property, but not for the purpose of selling services or the property 
or products ‘extracted. In order for any organization to be so excluded, 
the members of such an organization, must be able to determine their 
income without the necessity of computing a partnership taxable 
income, 

The term “partnership agreement” is defined in subsection (c) to 
include any oral or written modifications of f the | original agreement 
which may be agreed to by all the partners, or adopted in any other 
manner provided by the partnership agreement. 

Subsection (d) provides that the term “liquidation of a partner’s 
interest”’ means the termination of his entire interest in exchange for 
a distribution from the partnership. 


44140°—5i——23 
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Subsection (e) provides that a partnership shall be deemed to be 
terminated only if no part of the business, financial operations 0; 
ventures of the partnership continue to be carried on by the partners 
in any partnership, or if, within a 12-month period, 50 percent. o; 
more in the ownership of the total interest in partnership capital o: 
the total interest in partnership profits is transferred to persons not 
members of the partnership. When two partnerships merge or con- 
solidate, the resulting partnership shall be considered a continuation 
of the original partnership, the members of which owned 50 percent 
or more of the interest in the c capital or the profits of the resulting 
partnership. When a partnership is divided into two or more part- 
nerships, all resulting partnerships shall, for the purpose of applying 
the general rule for termination of a partnership, be considered a 
continuation of the partnership existing before the division. How- 
ever, any of the soilitine partnerships whose members held a com- 
bined interest in the original partnership of less than a 50 percent 
interest in such partnership’ s capital or profits shall not be treated as 
a continuation of the original partnership. 


Part LV.—Errecrive Dare FoR SUBCHAPTER 


Section 771. Effective date 

In general, the provisions of subchapter K shall be applicable with 
respect to partnership taxable years beginning after December 31, 
1953, and with respect to any partner’s individual taxable year within 
or with which such partnership taxable years end. Partnership tax- 
able years beginning before January 1, 1954, and partner’s individual 
taxable years within or with which such partnership taxable years 
end shall be subject to the provisions of the 1939 Code dealing with 
partnerships (secs. 113 (a) (13), 181 to 191 (inclusive), and 3797 (a 
(2)) and judicial decisions thereunder. 

Because it would be impracticable to apply the provisions of section 
706 (b) (1) (B), which require newly organized partnerships to obtai 
the approval of the Secretary or his delegate in order to adopt a fisc ‘i 
year, that provision is expressly made applicable to partnerships 
organized after June 30, 1954. 

The new provisions have been made inapplicable in the case of 
certain transfers or distributions of property occurring on or before 
March 1, 1954. Where such transfers occur on or before March 1, 
1954, the applicable provisions of the 1939 code, and the judicial 
decisions thereunder, shall be continued in effect. 


SUBCHAPTER L—INSURANCE COMPANIES 


Part I—Lire Insurance Companies 


)y 


The methods of taxation of life-insurance companies prescribed in 
this part are in substance the same as in existing law. The general 
rule, applicable except for the year 1954, provides for the regular 
corporate tax on the life insurance company taxable income (its net 
investment income less the reserve and other policy liability deduction 
and plus the amount of the adjustment for certain reserves). For 
the year 1954, a low rate tax is imposed on the 1954 life insurance 
company taxable income (its net investment income plus eight times 
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. amount of the adjustment for certain reserves and minus the re- 
rve interest credit). This method is the same as was applied under 
<isting law for the years 1951, 1952, and 1953. 
ction 801. Definition of life insurance company 
This definition is the same as in section 201 (b) of the 1939 Code. 
ction 802. Imposition of tax 
This section is the same in substance as section 201 (a) (1) of the 

1939 Code, except that it includes the definition of “life insurance 
ympany taxable income.” Section 201 (a) cross-refers to other 


tions for the corresponding definitions of adjusted normal-tax 
et income and adjusted corporation surtax net income. 
Section 808, Other definitions and rules 

This section corresponds to section 201 (c) of existing law setting 
forth various definitions essential to the computation of the tax base 
of a life insurance company. These definitions are in substance the 
same as in existing law. However, beginning with the year 1951, the 
annual statement, approved for life insurance companies by the 
National Association of Insurance Commissioners, has been revised 
in a manner which would permit certain items to be reported, for 
purposes of the annual state — on the accrual basis rather than on 
the cash basis. Accordingly, the definitions and rules for determining 
such items as gross income, i oonae paid, and taxable income, which 

ider existing law refer only to items of income received or items of 
deductions paid, have been modified so as to permit such items to be 
treated as “received or accrued”’ or ‘‘paid or accrued” according to 


the method of accounting employed by the insurance company on the 
annual statement. 


Section 804. Reserve and other policy liability deduction 

Subsection (a) of this section, defining the reserve and other policy 
liability deduction, corresponds to section 202 (b) (1) of the 1939 Code, 
(The special formula in sec. 202 (b) (2), applicable solely to 1949 and 
1950, has been eliminated as obsolete.) 

Subsection (b) provides for an adjustment in taxable income in the 
amount of the partially tax-exempt interest allowed as a deduction 
where such income is used in determining the amount of the reserve 
and other policy liability deduction for ere of the surtax. This 
results in preserving the treatment provided in section 203 (b) of 
existing law. 


Section. 805, 1954 life insurance company tarable income 

This section corresponds, without change in substance (other than 
to permit accrual of items as in sec. 803) to section 203A of the 1939 
Code. 
Section 806, Adjustment for certain reserves 

This definition is the same as in section 202 (c) of existing law. 
Section 807. Foreign life insurance companies 

The treatment of foreign life insurance companies is the same as is 
prescribed in section 201 (a) (2) and (3) of existing law. 
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Part Ii—Murvat Insurance Compantes (OTHER THAN Lire op 
Marine or Fire Insurance Companies Issurine Perperyay 
PoLicies) 

Section 821. Tax on mutual insurance companies (other than lif 

marine or fire insurance com panies issuing perpetual policies 

This section corresponds to section 207 (a) (except par. (5) thereof) 
without change of substance. However, the base upon which the 
ordinary corporate tax is imposed is described as mutual insurance 
company taxable income (gross investment income, less certain deduc- 
tions) which corresponds to the normal-tax net income as defined for 
purposes of the tax under section 207. Provisions equivalent to 
section 207 (a) (5), relating to foreign mutual insurance compat 

other than life or marine, are contained in section 202 (e), 

Section 822. Determination of mutual insurance company taxable incom 
The provisions of this section, containing the method for determining 

mutual insurance company taxable income, correspond to the provi- 

sions of section 207 (b) (1) and (4), (c), (d), (e), and (f). No change 
of substance is made. 

Section 823, Other definitions 
This section contains, without change of substance, the definitions 

of ‘net premiums” and “dividends to policyholders” contained in 

section 207 (b) (2) and (3) of the 1939 Code. 


Part I1J—Oruer Insurance CoMPANIES 


Section 831. Tax on insurance companies (other than life or mutual), 
mutual marine insurance companies, and mutual fire insurance 
companies issuing perpetual policies 

This section corresponds, without change of substance, to section 

204 (a) (1) and (3) of the 1939 Code. Provisions for the application 

of the tax to foreign insurance companies, provided in section 204 

(a) (2) are contained in section 832 (d). 

Section 832, Insurance company taxable income 

The provisions of subsections (a), (b), (c) and (e) of this section 
relating to the method of computing the taxable income of an in- 
surance company under this part, correspond without change of 
substance to subsections (b), (ce), (e), and (f) of section 204. Sub- 

section (d) corresponds to section 204 (a) (4) and (d). 


Part IV—Provisions or GENERAL APPLICATION 


Section 841. Credit for foreign taxes 
This section, providing for the allowance to an insurance company 
of the foreign tax credit provided in section 901, corresponds to section 


205 of the 1939 Code. No change in substance is made except insofar 
as credit is allowed, as in the case of other corporations, for the 


principal tax as defined in section 903. 


Section 842, Computation of gross income 
} 
This section is in substance the same as section 206 of existing law. 
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SUBCHAPTER M—REGULATED INVESTMENT COMPANIES 


Subchapter M, which includes sections 851 to 855, provides for the 
ix treatment of regulated investment companies and corre sponds to 
ipplement Q of the 1939 Code. 


Section 851. Definition of regulated investment company 


This section corresponds to and is substantively the same as section 
61 of the 1939 Code. Certain technical changes have been intro- 
duced for the purposes of clarity and simplification. 


Section 852. Taxation of regulated investment com pante s and their 
shareholders 

This section corresponds to and is substantively the same as section 
361 of the 1939 Code. The provisions have been substantially 

arranged and revised. 

tion 853. Foreign tar credit allowed to shareholders 

This provision is entirely new and is designed to permit a regulated 
investment company to elect to be treated as a conduit for the pur- 
poses of income, war profits, and excess profits taxes which it pays to 
foreign countries or possessions of the United States, so that its share- 
holde ‘rs may apply their proportionate share of such foreign taxes either 
as a credit (under section 901) or as a deduction (under section 164 (a)) 
as if they had paid such foreign taxes. 

Subsection (a) provides that in order to make the election, a regu- 
lated investment company must have more than 50 percent of the 
value of its total assets invested in stocks and securities of foreign 
corporations and must also comply with the dividend distribution 
requirement prescribed in section 852 (a). These two requirements 
must be met at the close of the investment company’s taxable yea 
for which the election is made. An investment company, s so qualifying 

iay elect to act as a conduit for the purpose of any income, war profits, 
a et excess profits taxes it pays to foreign countries or possessions of the 
United States during the taxable year. The conduit treatment pro- 
vided in this section is not available with respect to the taxes described 
in section 902 (relating to the credit for corporate stockholders of a 
foreign corporation for taxes paid by such foreign corporation), or the 
principal tax (described in section 903). 

Paragraph (1) of subsection (b) provides that an investment com- 
| any, so electing with respect to a taxable year, shall, for such year, 
be denied both the deduction ( (provided in section 164 (a)) and the 
foreign tax credit (provided in section $01). However, the investment 
company is allowed to add the amount of such foreign taxes paid to 
its dividends-y aid deduction for that taxable year. 

Under paragraph (2) of subsection (b) the shareholder of the invest- 
ment company making such an election is in effect placed in the same 
position as persons directly owning stock in foreign an f= 
Such shareholder is required to include in his gross income and trea 
as paid by him, for purposes of the deduction and credit granted in 
section 164 (a) and section 901, respectively, his proportionate share 
of such foreign taxes paid. For the purposes of the foreign tax credit 
provided in section 901, the shareholder must treat as income from 
sources within foreign countries or possessions of the United States 
his proportionate share of foreign taxes paid plus the portion of any 
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dividend paid by the investment company which represents income 
derived from the above-mentioned sources. 

Subsection (c) provides that the election shall not be applicable for 
a taxable vear unless the investment company mails to its sharehold: 
(not later than 30 days after the close of the taxable year) a noti 
which designates (1) the shareholder’s proportionate share of taxes to 
which subsection (a) applies, (2) the shareholder’s proportionate sh; 
of taxes paid to each country or possession, (3) the foreign countries or 
possessions of the United States from which is derived any porti: 
of the dividend which represents income from such sources, and 
— portion of the dividend attributable to sources within each countr 


{ 


* possession. 

‘ Gubsontien (d) provides that the election and notice shall be m: 
under regulations prescribed by the Secretary or his delegate. 

The application of this section, in the case of dividends paid by a 

egulated investment company after the close of its taxable year, is 
anid ct to the provisions of section 855 (c). 

This section may be illustrated as follows: 

The X-regulated investment company has total assets, at the close 
of the taxable year, of $10 million invested as follows: 


BIOIOUEIS GOUNORIIIORE 4 ick ks sid kk ad eK ri cn ensecax ..-.---. $4, 000, 000 
Foreign corporations in: 

RE Phin case es ceri ts malg sya de tk eae he ee rip ox $3, 500, 000 

LMRGEY Sacuimkaanpwitendansee ce ae ietcthhasces 2, 500, 000 


—_———_ 6, 000, 000 


Total assets.._....- al A Ee a a et i 10, 000, 000 


The dividend income of x corporation is received from the following 


sources: 


Domestie corporations _ - - - .. $300, 000 
Foreign corporations: 
OBR Piicsccce weeded add-on deksunes as COED 
RCN sg ote el eae wai Se as 250, 000 
500, 000 
Oa) eA a a a I ee le ce Lai aaa aa 800, 000 
Taxes withheld by Country A on div ‘idends of $250,000 at 
a rate of 10 percent_- etree are : : $25, 000 
Taxes withheld by Country B on dividends of $250,000 at 
a rete of BO percent. fdic.. sere cade e sess 50, 000 
Total foreian GAROs WiROiie xccantc oonectdccte sn nimsbncde 75, 000 
Dividend ineome after foreign taxes withheld__........._-_.__-_- 725, 000 
Operation and management expenses_.......---.--.--- Sires 80, 000 
Income available for distribution. ..........--- Paste Miele 645, 000 


X company has 250,000 shares of common stock outstanding and 
distributes the entire $645,000 as a dividend of $2.58 per share of 
stock. 

The X company meets the 50 percent requirement of section 
854 (a) (4) and the distribution requirements of section 854 (a) (2). 
It notifies each shareholder by mail, within the time prescribed by 
section 853 (c), that by reason of the election they are to treat as 
foreign taxes paid $0.30 per share of stock ($75,000 of foreign taxes 
paid, divided by the 250,000 shares of stock outstanding), of which 
$0.20 representing taxes paid to country B and $0.10 taxes paid to 
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intry A. The shareholders must report as income $2.88 per share 

2.58 of dividends actually received plus the $0.30 representing for- 
eign taxes paid). Of the $2.88, $1.80 (which represents such part 
of the total dividend paid as the Seek dividend income bears to 
the total dividend income) is to be considered as received from foreign 

irces. Ninety cents is to be considered as received from country 
A, and 90 cents from country B. 


Section 854. Limitations applicable to dividends received from regulated 
investment company 

This section, for which there is no corresponding provision in the 
1939 Code, provides special limitations applicable to both the credit 

der section 34 and exclusion under section 116 for dividends received 
by individuals and the deduction under section 243 for dividends re- 

ived by corporations. 

Subsection (a) denies the application of the above-mentioned 
credit, exclusion, and deduction to a capital-gain dividend (as defined 
sec. 852 (b) (3)) received from a regulated investment company. 

Subsection (b) limits the amount that may be treated as a dividend 

r 7 purposes of the above-mentioned credit, exclusion, and deduc- 
tion by the shareholder of a regulated investment company, where 
the investment company receives substantial amounts of income from 
sources other than dividends (such as interest, ete.). In the case of 

regulated investment company, which receives less than 75 percent 
of its gToss income from dividend sources, only the amount of any 
dividend which bears the same ratio to the total dividend as the 
dividend income of the investment company bears to its total income 

y be treated as a dividend for purposes of such credit, exclusion, 
and deduction. 

Paragraph 2 of subsection (b) requires that the investment com- 
pane notify its shareholders by mail not later vs in 30 days after the 

lose of the investment company’s taxable yea Such notice must 
designate the portion of dividends paid aera the taxable vear by 
the investment company which may be taken into account for the 
purposes of subsection (b) (1). A penalty for fraudulent notice or 
failure to furnish notice to shareholders, as required in subsection (ce), 
is provided in section 6676. 

Under the provisions of paragraph (3), the term “gross income’”’ for 
purposes of this section, does not include gain from sale or other 
disposition of stock or securities. The term ‘aggregate dividends 
received” is defined as including only dividends which would be 
treated as a dividend under paragraph (1) for purposes of the exclusion, 
credit, or deduction with respect to dividends received. Thus, the 

eneral rule of paragraph (1) applies to distributions made by one 
regulated investment company to a second investment company for the 
purpose of determining the character of the distributions made by the 
second investment company. 

For treatment of dividends paid by the regulated investment com- 
pany after the close of a taxable year, see the provisions of section 
Q55. 

This subsection may be illustrated as follows: X investment com- 
pany, which has complied with the requirements of section 852 (a) 
pays a dividend of $2 per share for the taxable year ending December 

1,1954. If the aggregate dividends received by the investment com- 
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pany is 60 percent of its gross income, only $1.20 per share (60 percent 
of the dividend paid) may be taken into account for the purposes of 
the above-mentioned credit, exclusion, or deduction. Where the 
aggregate dividends received amount to more than 75 percent of th 
investment company’s gross income, no allocation need be made and 
the entire dividend may be taken account of by the recipient for pur- 
poses of the eredit, exclusion, or deduction. 


Section 855. Dividends paid by regulated investment company after clos 
of taxable year 

This section provides rules for the treatment to be applied by the 
regulated investment company and its shareholders to dividends 
which the investment company pays after the close of its taxable vear 

Subsection (a) corresponds to and is substantively the same as 
section 362 (b) (8) of the 1939 Code. 

Subsection (b) provides that the shareholder of the regulated invest- 
ment company shall treat the dividends referred to in subsection (a 
as received in the taxable year in which the distribution is made. 
Thus, dividends distributed after the close of the investment com- 
pany’s taxable year are included in the shareholder’s income for the 
sharcholder’s taxable year in which received even though paid out of 
the investment company earnings and profits for the prior year. 

Subsection (c) provides that, in the case of dividends paid “es 
the close of its taxable year, the notice requirements applicable 
the case of capital gains dividends (provided for in see. 852 (b) (: )), 
the election with respect to foreign taxes (provided for in sec. 853) 
and the restrictions pertaining to certain dividends (provided for in 
sec. 854), may be satisfied if such notice is mailed to its shareholders 
not later than 30 days after the close of the taxable year in which the 
distribution is made. 

Subsection (d) provides that, in the case of an election made under 
section 853 (relating to foreign taxes), the shareholder of the invest- 
ment company shall consider the foreign income received, and the 
foreign tax paid, in the shareholder’s taxable year in which distribution 
is made. 


SUBCHAPTER N—TAX BASED ON INCOME FROM SOURCES 
WITHIN OR WITHOUT THE UNITED STATES 


Part I—DeErTERMINATION OF SouRCcES OF INCOME 


Section 861. Income from sources within the United States 
Section 862. Income from sources without the United States 
Section 863. Items not specified in section 861 or 862 
Section 864. Definitions 

These sections correspond to section 119 of the 1939 Code. No 
substantive change is made, except that section 861 (a) (3) would 
extend the existing 90-day $3,000 rule in the case of a nonresident 
alien employee of a foreign employer to a nonresident alien employee 
of a foreign branch of a domestic employer. 
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Part II—NonresipentT ALIENS AND FoREIGN CorroraATIONS 
SUBPART A—NONRESIDENT ALIEN INDIVIDUALS 


tion 871. Tax on nonresident alien individuals 
This section corresponds to section 211 of the 1939 Code. No 
bstantive change is made except that: (1) the tax base of non- 
sident alien individuals not engaged in trade or business in the 
nited States is enlarged to include gains, profits, and income 
hich are considered gains from the sale or exchange of capital 
ssets; and (2) in keeping with the change noted above in section 861 
(3), the 90-day $3,000 rule is also applied to the nonresident 
en employee of the foreign branch of a domestic employer. 
The effect of the first change may be illustrated in the case of a 
nonresident alien individual not engaged in trade or business in the 
nited States who receives a lump-sum distribution from a qualified 
ension trust in 1 year on account of his separation from service 
ith his employer. To the extent that the amount of such dis- 
ibution exceeds the amounts contributed by the employee, it is 
msidered a gain from the sale or exchange of a capital asset held 
or more than 6 months. See section 402 (a) (2). Under this section, 
ich gain would be included in fhe income of such a nonresident 
alien individual and would be subject to the tax imposed by section 871 
(a) and (b). Another illustration would be the gains falling within 
section 631. This change would not affect existing law in the case of 
cains from the sale or exchange of capital assets, such as stocks and 
curities (as distinguished from gains treated as gains from the sale 
or exchange of capital assets). 
Section 872. Gross income 
This section is, in substance, identical with section 212 of the 1939 
Code. 
Section 878. Deductions 
This section is, in substance, identical with sections 213 and 214 
of the 1939 Code. 
Section 874. Allowance of deductions and credits 
This section, relating to necessity for filing return by nonresident 
alien individual in order to secure benefit of deductions and credits, 
is identical in substance with sections 215 and 216, 1939 Code. 
Section 875. Partnerships 
This section, relating to tax status of a nonresident alien who is a 
member of a resident partnership, is substantially identical with 
section 219, 1939 Code. 
Section 876. Alien residents of Puerto Rico 


_ ‘This section, relating to special tax status of a nonresident alien who 
is a resident of Puerto Rico, is identical in substance with section 220, 
1939 Code. 


Section 877. Cross reference 
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SUBPART B—FOREIGN CORPORATIONS 


Section 881. Tax on foreign corporations not engaged in business in 
United States 

This section, relating to foreign corporations not engaged in trade 
or business in the United States, is, in substance, identical with section 
231 (a), 1939 Code, except that it contains no reference to treaties, 
and like section 871, enlarges the tax base of such corporations to 
include amounts which are considered gains from the sale or exchange 
of capital assets. (See part IV of subchapter P.) 
Section 882. Tax on resident foreign corporations 

Subsection (a), relating to method of taxation of foreign corpora- 
tions engaged in trade or business in the United States, is, in substance, 
identical with section 231 (b), 1939 Code. 

Subsection (b), relating to gross income in the case of foreign corpo- 
rations, is, in substance, identical with section 231 (c), 1939 Code. 

Subsection (c), relating to necessity for filing of returns by foreign 
corporations in order to secure allowance of deductions and credits, is, 
in substance, identical with sections 232, 233, and 234, 1939 Code. 

Subsection (d), relating to return of tax by agent, is taken in sub- 
stance from section 235 (a), 1939 Code. 
Section 883. Exclusions from gross income 

This section, relating to exclusion from gross income of foreign 
corporations of ship and aircraft profits, is, in substance, identical 
with section 231 (d), 1939 Code. 


Section 884. Cross references 
SUBPART C—MISCELLANEOUS PROVISIONS 


Section 891. Doubling of rates of tax on citizens and corporations oJ 
certain foreign countries 
This section, relating to discrimination in taxation against United 
States citizens and ecrporations by foreign countries, is, in substance, 
identical with section 103, 1939 Code. 
Section 892. Income of foreign governments and of international organi- 
zations 
This section, relating to exemption from United States tax of income 
of foreign governments and international organizations, is, in sub- 
stance, identical with section 116 (c), 1939 Code. 


Section 893. Compensation of employees of foreign governments or 
international organizations 

This section, relating to exemption from United States tax of the 
salaries and wages of alien employees of foreign governments and 
international organizations, corresponds to section 116 (h), 1939 Code. 
No change in substance is intended to be made in the scope of the 
exemptions as accorded by section 116 (h), as in effect at the present 
time. Thus, to the extent that the exemption provided by section 
116 (h) has been modified in the case of alien individuals with immi- 
grant status, by legislation passed subsequent to the enactment of 
section 116 (h), this section will be deemed subject to such modification. 
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Section 894. Income exempt under treaty 


This section, relating to exclusion from gross income of items of 
income exempt from tax by treaty, is, in substance, identical with 
section 22 (b) (7), 1939 Code. 


Part I1J—Income From Sources Wirnovut tHE UNITep S1ATES 
SUBPART A—FOREIGN TAX CREDIT 


tion 901. Taxes of foreign countries and of possessions of the United 
" States 


Section 901 corresponds to section 131 (a) of the 1939 Code, but has 
been substantially revised so as to permit a taxpayer, entitled to the 
benefit of section 901, to make an election to take credit for either 
(1) income, war profits and excess profits taxes paid or accrued to any 
foreign country and United States possession, including any political 
subdivision thereof, or (2) principal tax (a new concept defined in 
section 903) paid or accrued to the national government of such foreign 
country or possession in respect of each separate trade or business ‘of 
the taxpayer, plus any income, war profits and excess profits taxes 
paid or accrued to any political subdivision of such foreign country or 
possession. 

If a taxpayer should have two separate trades or businesses, C and 
D, in country A and should pay a principal tax to the national govern- 
ment of country A of $100 with respect to business C and $200 with 
respect to business D, and should also pay a national income tax to 
such country with respect to income from sources within such coun- 
try of $350, which could be allocated $200 and $150 respectively to 
each business, the taxpayer may credit an amount not exceeding his 
income tax of $350 (assuming no political subdivision income taxes) ; 
he may not credit the sum of the income tax of $200 allocable to 
business C, and the principal tax of $200 allocable to business D and 
secure a total credit of $400. Assuming, however, that the principal 
tax with respect to business C amounted to $300 instead of $100, the 
taxpayer may credit an amount not exceeding $500, the sum of the 
$300 principal tax with respect to business C and the $200 principal 
tax with respect to business D. 

This section further provides that, in the case of a domestic corpora- 
tion only, there is to be aggregated with the taxes for which credit is 
elected under this section any tax deemed to be paid pursuant to 
section 902 (relating to credit for corporate stockholder in foreign 
corporation) and section 955 (relating to foreign tax credit in respect 
of an elected branch), such taxes in the aggregate to be subject to the 
limitations of section 904. This section contemplates that irrespec- 
tive of whether the taxes deemed to be paid under sections 902 or 955 
are national income, war profits and excess profits taxes or are prin- 
cipal taxes, the domestic corporation will be allowed to elect between 
credit for principal taxes and credit for national income taxes which it 
has paid (as distinguished from deemed to have paid) to a foreign 
country. 

The credit for either national and political subdivision income, war 
profits and excess profits taxes, or alternatively for principal taxes and 
political subdivision income, war profits and excess profits taxes, is 
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allowed to be taken by all taxpayers entitled to the benefits of sec- 
tion 901. 

In the case of a partnership, section 703 (b) expressly provides that 
the election to choose as between national income and principal tax 
shall be made by each partner separately. 

In the case of an estate or trust, section 642 (a) (2) provides that 
an estate or trust shall be allowed the credit for taxes imposed by a 
foreign country or possession of the United States to the extent allowed 
by section 901 only in respect of so much of the taxes described in 
section 901 as is not property allocable under section 901 to the bene- 
ficiaries. With respect to their respective share of taxes, the trust or 
estate, and the beneficiaries, may each elect to choose as between 
national income and principal taxes. 


Section 902. Credit for corporate stockholder in foreign corporation 


Section 902 (a) corresponds to section 131 (f) (1) of the 1939 Code, 
relating to credit by demestic corporation for income, war profits, and 
excess profits taxes paid by a foreign corporation to any foreign 
country or possession of the United States. It maintains the treat- 
ment presently afforded by section 131 (f) (1) in a case where all of 
the taxes paid by the foreign corporation for which credit is chosen 
are income, war profits, and excess profits taxes. In addition, the 
subsection takes into account the new concept of principal tax de- 
scribed in section 903. A domestic corporation qualifying under 
section 902 (a), and receiving a dividend from the foreign corporation, 
will be permitted to elect as between either (1) n¢ tional and political 
subdivision income, war profits, and excess profits taxes or (2) principal 
taxes and political ‘subdivision i income, war profits, and excess profits 
taxes for each year involved in the computation of the credit permitted 
by this section. 

For this purpose, in applying the definition of principal tax con- 
tained in section 903, the foreign corporation shall be considered the 
taxpayer, and the taxable year referred to in section 903 shall be 
considered the accounting period on the basis of which the income 
tax of such foreign corporation is determined by the foreign country 
or possession to ‘which the principal tax is paid by the foreign cor- 
poration. If such country has no income tax, the taxable year re- 
ferred to in section 903 shall be considered such other appropriate 
accounting period as the Secretary may approve. It is contem- 
plated that an accounting period is appropriate if, whether a calendar 
year or otherwise, the domestic corporation consistently looks to that 
period for the purposes of determining which tax, eligible under 
section 903, constitutes the principal source of revenue from the 
foreign corporation’s trade or business to the national government 
to which is paid the tax to be credited as principal tax. 

The amount of principal tax (or taxes in the case of more than one 
trade or business) paid or accrued by such foreign corporation with 
respect to the accumulated profits for such year may not exceed the 
same proportion of the total amount of such principal tax paid or 
accrued by such foreign corporation for such year, as the accumu- 
lated profits of such foreign corporation for such year bear to its 
gains, profits and income for such year. Moreover, such principal 
tax for any year may not exceed an amount computed by multiplying 
such foreign corporation’s accumulated profits for such year by a per- 
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centage equal to the sum of the normal tax rate and the surtax rate 
prescribed in section 11 which apply to the taxable income of the 
domestic corporation for the taxable year of the domestic corporation 
in which it is required to include in its gross income the dividends it 
receives from such foreign corporation on the basis of which credit is 
claimed. 

The amount of principal taxes which is deemed to have been 
paid by a domestic corporation is the same proportion of the amount 
determined under the preceding paragraph as the amount of divi- 
dends received from the earnings or profits of a particular year 
bears to the accumulated profits of such foreign corporation for such 
year. 

Section 902 (b) corresponds to section 131 (f) (2) of the 1939 
Code, relating to taxes paid by a foreign subsidiary of the foreign 
corporation referred to in section 131 (f) (1), and deemed to be 
paid by such foreign corporation parent. Section 902 (b) has revised 
section 131 (f) (2), like the revision of section 131 (f) (1) by section 
902 (a), to take into account the concept of principal tax. As in the 
case of credit for tax paid by the foreign corporation, the domestic cor- 
poration may elect between income, war profits, and excess profits 
taxes, and principal tax, paid by such foreign subsidiary of such foreign 
corporation, with respect to each year involved in the computation of 
the credit permitted by section 902. 

Section 902 (d) is a new subsection added by your committee which 
relates to the nature of certain payments, made by a wholly owned 
foreign subsidiary to its domestic parent corporation, for purposes of 
the foreign tax credit of the domestic parent under section 902. 

Subsection (d) provides that, for purposes of this subtitle, if— 

(1) a domestic corporation owns, directly or indirectly, 100 
percent of all classes of oustanding stock of a foreign corporation 
which is engaged in manufacturing, pro duction or mining, and 

(2) such “domestic corporation receives property in the form 
of a royalty or compensation from such foreign corporation 
pursuant to a contractual arrangement under which the domestic 
corporation furnishes services or property in consideration for 
the property received from the foreign corporation, and 

(3) such contractual arrangement provides that the property 
received by the domestic corporation is in lieu of dividends, and 
that the foreign corporation will neither declare nor pay any 
dividends in any calendar year in which such property is paid to 
the domestic corporation, 

then the portion of such property so received by the domestic cor- 
poration from the foreign corporation as is not attributable to the 
services or property furnished by the domestic corporation is to be 
treated as a distribution by the foreign corporation to a shareholder. 
The remaining portion of such property which is attributable to the 
services or property furnished by the domestic corporation is that part 
of the total property it received which the cost of the property and 
services furnished by the domestic corporation bears to the fair market 
value of the total property it received. 

Part I of subchapter C provides the applicable provisions to de- 
termine what portion of the distribution constitutes a dividend in- 
cludible in gross income of the domestic parent, and the effect of the 
distribution of the property upon the accumulated earnings of the 
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foreign subsidiary. Thus, under section 301 (a), a corporate share- 
holder receiving property, the adjusted basis of which in the hands of 
the distributing corporation is less than its fair market value, is gen- 
erally considered to have received a distribution in an amount not 
greater than such adjusted basis in the hands of the distributing 
corporation increased in the amount of gain recognized to the dis- 
tributing corporation by reason of such distribution. That portion 
of the property which is considered to be distributed by the foreign 
corporation to its domestic corporation shareholder shall be treated as 
a distribution in computing the earnings and profits of the foreign 
corporation, for purposes of section 902. 

Although subsection (d) applies to a distribution of property by a 
wholly owned foreign subsidiary to its domestic parent, it is not in- 
tended to prejudice the application of section 902 in cases where the 
domestic parent owns less than 100 percent of the stock of the 
foreign corporation. 

Section 903. Principal tax 

The term “principal tax,’”’ which is defined in this section, is a new 
concept, added by your committee, to replace section 131 (h) of the 
1939 Code, relating to a tax in lieu of a tax upon income, war profits, 
or excess profits tax otherwise generally imposed by any foreign 
country or by any United States possession. A principal tax is de- 
fined as that one tax— 

(1) which is paid or accrued during the taxable year to the 
national government (as contrasted with the government of any 
political subdivision) of a foreign country or of a United States 
possession, and 

(2) which is attributable to the operation of a trade or business 
regularly carried on by the taxpayer, and 

(3) which constitutes for the same taxable year of the taxpayer 
the principal source of tax revenue to such national government 
from such trade or business of the taxpayer (not taking into 
account for this purpose the taxes specified in the next qualifica- 
tion), and 

(4) which is not a social security, income, war profits, or excess 
profits tax, whether or not such tax or taxes are generally or 
selectively imposed by such national government, or a sales, 
turnover, property, or excise tax, which is generally imposed by 
such government. 

No more than one tax paid to the national government of a foreign 
country or United States possession may qualify as a principal tax 
for each separate trade or business. If the national government im- 
poses two taxes, equal in amount, each of which qualifies under require- 
ments (1), (2) and (4), and, if each tax, disregarding the other tax, 
would qualify under requirement (3), one of the two, but not both such 
taxes, may qualify as a principal tax. 

Under the first requirement, if the national government imposes a 
tax, a portion of which is for the benefit of a political subdivision 
thereof, the total tax is eligible for consideration as a principal tax. 
On the other hand, if the same tax base which is utilized by the national 
government is utilized by a political subdivision thereof in imposing 
its tax, the tax imposed by the political subdivision does not become a 
tax imposed by a national government, and is excluded from considera- 
tion as a principal tax. 
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The second requirement would rule out such taxes as personal 
taxes, estate taxes, or taxes upon the sale of a business. It would 
not rule out such taxes as a franchise tax, a production tax, a capital- 
stock tax, or an export tax. 

The third requirement requires a comparison between different 
taxes, Otherwise eligible under the ae requirements, to determine 
which tax constitutes the principal, i. e., the greatest, amount of 
tax revenue from such trade or Wodinene to the national government 
to which the tax is paid. The comparison must be on a comparable 
basis. Where one tax on a particular trade or business is returned 
for a monthly period and another tax on the same trade or business 
is returned for a quarterly period, it is intended that the total of the 
first class of taxes, paid or accrued during the taxpayer’s taxable year 
be compared with the total of the second class of taxes, paid or accrued 
during the same year, to determine which one tax constitutes the 
principal source of revenue to the national government from such 
trade or business. If there is but one tax which can qualify as a prin- 
cipal tax, for example, a national government authorizes a corporation 
operating telephone or transportation facilities within a foreign 
country to pay a designated percentage of its gross income in lieu 
of all income taxes, that tax may qualify as a principal tax, even 
though there is no other tax qualifying as a principal tax whic h ms Ly 
be compared with the tax in question. 

Under the fourth requirement, certain specified taxes may not 
qualify as a principal tax under any circumstances, whereas certain 
specified taxes may qualify if selectively imposed. An example of 
the former is a social security tax. This class includes taxes similar 
to the Federal employment taxes imposed by subtitle C. An example 
of the latter tax is an excise tax selectively imposed by the national 
government upon a limited group of taxpayers, such as all taxpayers 
engaged in mining metals. Moreover, it is contemplated that where 
a tax is widely applicable, but at rates which differ significantly from 
industry to industry, the tax on each industry would be considered 
as selectively imposed. 

It is, of course, intended that before a principal tax may be allowed 
credit, it must be imposed upon the taxpayer. If the legal incidence 
of the tax is upon someone other than the taxpayer, for example, a 
tax imposed upon a consumer who purchased goods from the seller 
who withholds the tax, no credit would be allowed the seller even 
though the tax might otherwise qualify as a principal tax. 

The principal tax may not exceed, for the purposes of section 901 
(b), an amount computed by multiplying the taxpayer’s taxable in- 
come from such trade or business for such year by a percentage equal 
to the rate of tax provided in section 1, in the case of an ndividual, 
and the sum of the normal tax rate and the surtax rate provided in 
section 11, in the case of a corporation. Thus, if for the calendar 
year 1954, (1) the taxable income of corporation A, a domestic corpo- 
ration, from its trade or business in country X is $1,000, and (2) it 
pays a production tax to country X, attributable to such trade or 
business, of $10,000 which qualifies as a principal tax, and (3), the 
total other taxable income of corporation A is $23,000, then for credit 
purposes under section 901, the production tax may not exceed $300, 
computed by multiplying the taxable income from the trade or busi- 
ness in country X of $1,000 by the normal tax rate of 30 percent ap- 
plicable to taxable income of $24,000. 
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If the total other income of taxpayer A should be $25,000 rather 
than $23,000, then for credit purposes under section 901, the produc- 
tion tax may not exceed $520, computed by multiplying $1,000, the 
taxpayer’s taxable income from such trade or business for such year 
by the sum of the normal tax rate (30 percent) and the surtax rate 
(22 percent) prescribed in section 11, or 52 percent, applicable with 
respect to the taxpayer’s taxable income of $26,000 for such year. 
If the same facts were true, except that the taxpayer is an individual 
instead of a corporation, then for credit purposes under section 901, 
the production tax may not exceed $590, computed by multiplying 
$1,000, the taxpayer’s taxable income from such trade or business for 
such year by the tax rate of 59 percent, which is the maximum rate 
prescribed in section 1 applicable to the taxpayer’s taxable income of 
$26,000 for such year. 

The principal tax as so limited would be subjected, of course, to the 
limitations upon foreign tax credit prescribed in section 904, 

Section 904. Limitations on credit 

Section 904, relating to limitations on the amount of the credit for 
foreign taxes, corresponds to the “per country” limitation in section 
131 (b) (1), 1939 Code, but contains an additional limitation to take 
into account the 14 percent tax credit allowed a domestic corporation 
in section 37 upon income described in section 923. The “overall” 
limitation in section 131 (b) (2) of the 1939 Code is eliminated. 

The section limits the amount of credit for taxes paid or accrued 
to any foreign country or possession of the United States under this 
subpart to the same proportion of the tax against which such credit 
is taken, computed without regard to the 14 percent credit provided 
in section 37, which the taxpayer’s taxable income from sources within 
such country (but not in excess of the taxpayer’s entire taxable in- 
come) bears to his entire taxable income for the same taxable year. 
In the case of a corporation allowed credit under section 37, the 
amount so computed is to be further reduced by the amount of credit 
allowed under section 37. 

The operation of this section may be illustrated by the following 
example. A, a domestic corporation derives the following income (and 
loss) from the designated sources for the calendar year 1954: 
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Under section 11, the $75,000 taxable income would result in 
tentative United States tax of $33,500. Under the per country limi- 
tation which is retained by your committee in the bill, the full amount 
of foreign income tax is allowable as a credit. 

The computation of the per country limitation is as follows: 


country X income ; $25,000 aa 
eg om ge X tentative tax= 575,000 +99 97000 = $11, 166.67. 


The loss of $50,000 in country Y would be disregarded in this case, 
since the overall limitation has been eliminated by your committee, 
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If the income from country X qualified under section 923 and hence 
resulted in a credit against United States tax of 14 percent of such 
income under section 37, the amount of the limitation for credit for 
taxes paid to country X of $11,166.67, as computed in the preceding 

iragraph, would be reduced by $3,500 (14 percent of $25,000) to a 
imitation of $7,666.67. This reduction would thus take into account 
the fact that the United States tax on income from country X was 
reduced by 14 percent of such income. 

Section 905. Applicable rules 

This section is derived from section 131 (e), (d), and (e) of the 1939 
Code. However, section 905 has revised existing law to conform to 
other provisions relating to principal tax. Thus, if, for the taxable 
vear, a cash basis taxpayer elects to credit accrued principal taxes, no 
portion of any income, war profits, and excess profits taxes which would 
have been accrued for such year had the taxpayer been on an accrual 
basis shall be allowed as a deduction in the same or any succeeding 
vear. (See sec. 164 (b) (6).) Moreover, since a principal tax may be 
deducted as well as credited, if a cash-basis taxpayer elects to credit 
accrued principal taxes, he must also deduct principal taxes on an 
accrual basis. 


SUBPART B—EARNED INCOME OF CITIZENS OF UNITED STATES 


Section 911. Earned income from sources without the United States 

This section, relating to exclusion from gross income of earned 
income derived from sources without the United States by citizens of 
the United States, is, in substance, identical with section 116 (a), 
1939 Code except that the definition of earned income has been revised 
to raise the limitation from 20 to 30 percent in a situation where 
personal services and capital are material income-producing faetors. 
Section 912. Exemption for certain allowances 

This section, relating to exclusion from gross income of allowances 
in the case of officers and employees of the United States or its Foreign 
Service, is, in substance, identical with section 116 (j) and (k), 1939 
Code. 
SUBPART C—WESTERN HEMISPHERE TRADE CORPORATIONS AND 

BUSINESS INCOME FROM FOREIGN SOURCES 


Section 921. Definition of Western Hemisphere trade corporations 

This section is, in substance, identical with section 109, 1939 Code, 
except that a domestic corporation which does all its business in the 
Western Hemisphere is not disqualified because of incidental purchases 
elsewhere. 


Section 922. Special deduction 


This section provides a special deduction against taxable income for 
domestic corporations qualifying as Western Hemisphere trade corpo- 
rations, and is substantially equivalent to the credit against net 
income provided in section 26 (i), 1939 Code. The deduction is in 
an amount computed by multiplying the taxable income of such a 
corporation (computed without regard to the section) by a fraction, 
the numerator of which is 14 percent, and the denominator of which 
is that percentage which equals the sum of the normal tax rate and the 
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surtax rate for the taxable year prescribed by section 11. The 
fraction is the same whether the corporation is subject to the combined 
normal tax and surtax, or only the normal tax. 


Section 923. Business income from foreign sources 

Section 923 is a new statutory provision, which together with 
section 37, both added by your committee, allow certain domestic 
corporations a credit against United States tax of 14 percent of the 
following classes of taxable income derived from sources within any 
foreign country, as determined under the source rules provided j 
part I: 

(1) branch income includible in gross income under the provi- 
sions of part IV, 

(2) compensation for the rendition of technical, engineering, 
scientific, or like services, 

dividends from a foreign corporation under the conditions 

specified below, and 

(4) interest from a foreign corporation meeting the require- 
ments for dividends specified below, but only in the current 
year. 

The income included in class (1) above, is fully discussed below 
under part IV. 

The income io class (2) is intended to include income from technica] 
services pertaining to mechanics, engineering, and science, generally 
rendered pursuant to contract, such as those of a professional engineer, 
geologist, or chemist, as distinguished from services pertaining to 
liberal arts or sports. It would thus include the income derived from 
such services as the design or construction of projects, such as roads, 
bridges, railroads, harbors, docks, irrigation systems, water-suppl) 
systems, and power systems. Rentals or royalties from patents, 
copyrights, and similar property are not deemed compensation for 
services rendered. ‘The credit may be allowed with respect to income 
arising from such services, even though the domestic corporation 
rendering the services is not otherwise associated with the other con- 
tracting party. Since the gross fees resulting from such services 
constitute gross income, the credit will be determined by reference 
only to the taxable income, computed after deductions allocable to 
such gross income. 

The reduced rate applies to dividends from a foreign corporation 
if and to the extent they are paid out of earnings and profits which 
have been accumulated after December 31, 1953, and are earnings 
and profits of a year in which the gross income of the foreign corpora- 
tion was derived to the extent of at least 95 percent from sources 
without the United States, at least 90 percent from the active conduct 
of a trade or business through a factory, mine, oil or gas well, public 
utility facility, retail establishment, or other like yeaee of business 
situated within a foreign country, and not more than 25 percent from 
the sale of articles or products manufactured in such foreign country 
and intended for use, consumption, or sale in the United States. 

In addition, the domestic corporation receiving the dividends, 
either individually, or in association with no more than three other 
domestic corporations, must own more than 50 percent of the voting 
stock of such foreign corporation. As an alternative to the preceding 
ownership requirement, the domestic corporation need individually 
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own only 10 percent of the stock of the foreign corporation, provided 
ihe trade or business of the domestic corporation is related to the 
trade or business of the foreign corporation by reason of the rendition 
of technical, engineering, scientific, or like services or assistance, 
incident to the operation of the trade or business of such foreign 
corporation, The stock holdings under either alternative must exist 
the date of declaration of the dividend and throughout the years 
n which were accumulated the earnings and profits out of which the 
dividend is paid. 

The recital m section 923 of ‘factory, mine, oil or gas well, 
public utility fa@lity, or retail establishment” is not meant to 
be exhaustive. “Other like place of business’? may include, for exam- 
ple, the operation of a bank or an air transportation business. Other 
items of income which would not meet the qualifying requirements 
are rentals or royalties from patents or copyrights since they would 
not qualify as income derived from the active conduct of a trade or 
business through a factory, etc., or other like place of business. 

lor purpose of the qualifying requireme nts in the preceding two para- 
graphs, trade or business is spec ifically defined so as to exclude (with 
one exception): (1) the operation of an establishment engaged princi- 
pally in the purchase or sale of goods or merchandise, or (2) the 
maintenance of an office, or employment of an agent, to import or to 
facilitate the importation of goods or merchandise. However, opera- 
tion of a retail sales establishment abroad does constitute an eligible 
an eligible trade or business. In determining whether these exclusions 
are applic able, the entire activity of a trade or business in the foreign 
country should be examined. 

The first exclusion would exclude a trade or business which consists 
of an establishment engaged principally in the purchase or sale of 
goods or merchandise. If the trade or business activities consist 
principally in the production or manufacturing and sale of goods or 
merchandise, and incidentally in the purchase and sale of goods or 
merchandise, such trade or business would not be excluded under the 
first exclusion. A similar result would follow if the trade or business 
activities consist principally in the operation of a retail establishment 
in a foreign country. The exclusion applies to purchase or sale of 
goods. Hence, if goods are purchased and are then processed, manip- 
ulated, or changed in form before sold, this exclusion does not apply. 

The second exclusion would exclude a trade or business which con- 
sists of the maintenance of an office or the employment of an agent 
to import or to facilitate the importation of goods or merchandise 
from the United States or elsewhere. The maintenance of an office 
or the employment of an agent to import goods which are incident 
to the operation of a trade or business through a factory, ete., in the 
foreign country, would not fall within this exclusion. 

The requirement that, in order for earnings and profits to quality 
for preferred dividend purposes, not more than 25 percent of the gross 
income of the foreign corporation for the year must be derived from 
the sale of articles or products manufactured in such foreign country 
and intended for use, consumption, or sale in the United States, is 
confined to manufacturing. Thus the requirement would not apply, 
for example, to the mining or processing of metals or the extraction or 
refining of oil, in a foreign couatry and intended for consumption, 
use, or sale in the United States, The words “intended for use, 
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consumption, or sale in the Uaited States” contemplate objective 
manifestations of an intention to turn out a product which is to be 
marketed in the United States as evidenced by the design of the 
product, the packaging or labeling thereof, descriptive material there- 
on, or other indicia of intent that the product will ultimately 

marketed in the United States. If such intent is present, an inter- 
mediate sale in the foreign country will not avoid the result that su h 
goods are intended for use, consumption, or sale in the United States 

The provision that a domestic corporation in association with not 
more than 3 others must own more than 50 percent of the voting stock 
of the foreign corporation contemplates such an association of owner- 
ship by not more than 4 domestic corporations as to produce close 
managerial and operational relationships between the domestic and 
foreign enterprises. This requirement is intended to rule out cases 
where the investment in the foreign corporation by the domestic 
corporation is in the nature of mere portfolio investment. The rela- 
tive amount of stock ownership of 4 domestie corporations which are 
so associated is not a material factor so long as not more than 4 do- 
mestic corporations in association with each other own more than 50 
percent of the foreign stock. ‘Thus, one corporation may own more 
than 50 percent of the voting stock of the foreign corporation, and 
1, 2, or 3 other corporations, in association with the first corporation, 
may each own less than 10 percent of the voting stock of the foreign 
corporation. If more than 4 domestic corporations in association 
with each other own more than 50 percent of the voting stock of the 
foreign corporation, none of the corporations is entitled to the benefit 
of the section except the one, if any, which may alone own more than 
50 percent. 

With respect to the requirement that the trade or business of such 
domestic corporation must be related to the trade or business of such 
foreign corporation by reason of the rendition of certain a 
services, it is contemplated that the relation must be more than mere! 
sporadic, nominal, or casual in nature. Further, the services i 
scribed must be similar in nature to those described in class (2) above. 

Dividends arising from mere investment abroad, or paid out of 
earnings and profits which do not meet the above tests are not eligible 
for the credit. Thus, dividends from a foreign corporation in which 
the domestic corporation owns less than 10 percent of the stock (except 
in a case where such corporation in association with no more than 
three other domestic corporations owns more than 50 percent of the 
voting stock), or owning 10 percent, furnishes to the foreign corpora- 
tion assistance which is not of a technical, scientific, engineering, or 
like nature, would not qualify. 

The principles of subchapter C of chapter 1 are to be applied in de- 
termining the source of the dividends; that is, in determining the year 
in which were earned the earnings and profits used in the payment of 
dividends. For example, suppose a dividend of $75,000 is paid in 1954 
by foreign corporation A to domestic corporation B, and the earnings 
and profits of corporation A for that year are $50,000. ‘The amount of 
$50,000 and only such amount, would come within the scope of the 
credit (assuming applicable tests are met), since the remaining $25,000 
was from profits accumulated prior to 1954. Where dividends are 
paid representing the earnings of more than 1 year, the gross income of 
each year involved will be tested to ascertain whether that portion of 
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the dividend paid out of the earnings and profits of such year meets the 
re site tests. Suppose, for example, the A corporation at the close 

{ 1957 pays to B corporation a dividend of $100,000. The earnings 
al at profits of A corporation of that year amount only to $60,000. 
T he earnings and profits for 1956 still remaining undistributed amount 
to $85,000. In accordance with subchapter C of ¢ hapter 1, of the total 
dividends of $100,000 distributed, $60,000 is attributable to 1957 earn- 
ings and profits, and $40,000 to 1956 earnings and profits. In testing 
the gross income for the year 1957, however, it is found that of such 
gross income 96 percent is from sources without the United States, but 
only 82 percent of such gross income is derived from the active conduct 
of a trade or business of the type specified in section 923. Thus, the 
test is not met with respect to that portion of the dividend paid out 
of 1957 earnings and profits, and, hence, such portion is not entitled 
to the credit. However, it is found that the gross income for the 
year 1956 en the three income tests, and the test specified in sec- 
tion 923 (a) (3) (B) relating to stockholdings. Consequently, that 
portion, $40, 000, of the dividend, attributable to the earnings of that 
year may be entitled to the credit. 

Section 923 (b) (2) prov ides that dividends received by a forei oN 
corporation from its foreign subsidiary corporation shall be regarded as 
income derived by the former corporation from the active conduct of a 
trade or business for purposes of section 923 (a) (3) (A) (ii), if (1) the 
earnings and profits used in the payment of such dividend aun to 
the 95-, 90-, and 25-percent requirements described above and have 
been accumulated after December 31, 1953, and (2) at the date of the 
declaration of the dividend and during the whole of the years in which 
were accumulated such earnings and profits, such forei ‘ign corporation 
owned more than 50 percent ‘of the voting stock of such subsidiary 
foreign corporation. For this purpose, if any part of the earnings and 
profits used in the payment of such dividend does not qualify under 
such tests, then such dividend is not to be regarded as income derived 
by the foreign corporation from the active conduct of a trade or 
business within the meaning of section 923 (a) (3) (A) (ii). 

If a dividend qualifies as income derived from the ac tiv e conduct of 
a trade or business through a factory, mine, etc., under the preceding 
paragraph, then it is to be aggregated with other earnings and profits 
of the foreign corporation to determine whether a divide nd, or portion 
thereof, paid out of the earnings and profits of such foreign corporation 
to a domestic corporation qualifies for purposes of the tax credit. 

Interest paid by a foreign corporation to a domestic corporation is 
eligible for preferred tax treatment if (a) throughout the year in 
which the interest is paid, the earnings and profits “of the forei ‘gn cor- 
poration qualified under the 95,- 90-, and 25- percent tests described 
above and are accumulated after 1953, and (b) throughout the year 
such domestic corporation fulfills one of the alternative requirements 
in section 923 (a) (3) (B), that is, either that individually or in asso- 
ciation with not more than 3 other domestic corporations, it owns 
more than 50 percent of the voting stock of the foreign corporation, 
or it owns at least 10 percent of the voting stock of the foreign cor- 
poration and has its trade or business related to that of such foreign 
corporation by reason of the rendition of services of the type described 
above. 
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Section 923 (c) limits the amount of income eligible for the tax 
credit provided in section 37 in the case of any foreign country to an 
amount not exceeding the taxable income for the same taxable year 
from sources within such country. Accordingly, losses within a 
foreign country will offset income from within the same country 
for purposes of computing the credit with respect to the income from 
that country. Thus, where a domestic corporation has received 
dividends which qualify under section 923 (a) (3) from country A of 
$100,000 in 1955 and sustains in the same year a net loss of $75,000 
from the conduct of a trade or business carried on in A country, which 
does not qualify under section 923, the credit will apply only to the net 
amount of $25,000. On the other hand, operations conducted at a 
loss in one country will not offset the income in another (assuming 
the taxable income is at least equal to the income of the latter). Thus, 
if the X corporation has qualified business income of $500,000 in 1956 
withdrawn from the M country under part IV and sustains a loss of 
$200,000 in the same year from the O country, the credit will apply, 
nev ertheless, to the foreign source taxable income of $500,000 (assum- 
ing that there is at least sufficient domestic-source income to absorb 
the loss of $200,000). 

The effect of section 37 under which the credit is measured is to 
allow a credit against United States tax of 14 percent of the taxable 
income from sources within each country qualifying under section 
923 and reflected in the tax base even though loss in another country 
would reduce such taxable income. It is not intended to allow against 
the domestic tax a credit in excess of 14 percent of the taxable income 
by which that tax is measured. Thus, assume that the A corporation 
had in 1956 taxable income eligible for the 14 percent credit of $100,000 
from country X, a loss of $40,000 from country Y and no income and 
no loss ftom domestic sources. In such case the credit will be 14 
percent of $60,000. If the facts were the same except that the loss 
of $40,000 was from domestic sources, the result would be the same. 

Section 923 (d) makes certain corporations ineligible for the 14 
percent credit. These include a corporation which for the taxable 
year: (1) Is allowed the Western Hemisphere trade corporation 
deduction; (2) is an insurance company subject to tax imposed by 
subchapter L; (3) is allowed the China Trade Act deduction; (4) is 
a regulated investment company; (5) is a personal holding company; 
or (6) is a shipowners’ mutual protection and indemnity association 
to which section 526 applies. 


SUBPART D—POSSESSIONS OF THE UNITED STATES 
Section 931. Income from sources within possessions of the United States 
This section is identical, in substance, with section 251, 1939 Code. 
Section 982. Citizens of possessions of the United States 
This section is, in substance, identical with section 252, 1939 Code. 


Section 983. Income from sources within Puerto Rico 
This section is, in substance, identical with section 116 (1), 1939 


Code. 
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SUBPART E—CHINA TRADE ACT CORPORATIONS 


Section 941. Special deduction for China Trade Act corporations 

This section, which corresponds to section 262, 1939 Code, allows a 
corporation organized under the China Trade Act a special deduction 
in computing its taxable income. The amount of the deduction 
formerly a credit against net income) has been revised to an amount 
equal to the proportion of the taxable income derived from sources 
within China which the par value of the shares of stock owned on the 
last day of the taxable year by (1) persons resident in Formosa (in- 
stead of China as under existing law), the United States, or posses- 
sions of the United States, and (2) individual citizens of the United 
States (but not of China as under existing law), bears to the par value 
of the whole number of shares of stock of the corporation outstanding 
on such date. The qualification in existing law that the special credit 
against net income will not be allowed unless the corporation has dis- 
tributed a special dividend of a specified nature has been revised to 
conform to the above change. Also, the definition of China has been 
deleted. 
Section 942. Disallowance of foreign tax credit 

This section is identical, in substance, to section 263, 1939 Code 
Section 943. Exclusion of diwidends to residents of China 

This section corresponds to section 116 (f), 1939 Code, except that, 
conforming to the changes made by section 941, a resident of Formosa 
(instead of China, as under existing law) may exclude from gross 
income, dividends received from a China Trade Act corporation. 


Part IV—Dererrep IncomME From Sources Wirnrin Forricn 
CouNTRIES 


The basic purpose of this new part, which has no counterpart in the 
1939 Code, is to permit a domestic corporation to defer the tax upon 
the income allocable to its foreign branch until such time as such 
income is withdrawn from the branch and included in gross income 
pursuant to the provisions of this part. To accomplish this objective 
the part provides for the tax treatment of a foreign branch which is, 
in many respects, comparable to the treatment of a foreign subsidiary. 
Section 951. Income which may be deferred 

This section specifies the types of corporations which are eligible to 
elect the treatment provided by part IV. It provides that any domes- 
tic corporation (other than one excluded under subsection (c)) which 
during the taxable year operates a branch in a foreign country which 
is engaged in the active conduct of a trade or business through a 
factory, mine, oil or gas well, public utility facility, retail establish- 
ment, or other like place of business, situated within a foreign country, 
may elect, pursuant to regulations prescribed by the Secretary or his 
delegate, the treatment provided by such part with respect to such 
branch if the branch has during the taxable year derived 95 percent or 
more of its gross income from sources without the United States deter- 
mined pursuant to the provisions of part I (relating to the determina- 
tion of sources of income), and 90 percent or more of its gross income 
from the active conduct of such a trade or business, and not more than 
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25 percent of its gross income from the sale of articles or product 
manufactured in such forei ‘ign country and intended for use, consump- 
tion, or sale in the United States. The section defines ‘ ‘trade or 
business,’’ in the manner described above for section 923. 

The treatment provided by part IV is available on a purely electiy 
basis with respect to a branch which is operating a trade or busin 
through a fixed place of business, such as the types enumerated 
the bill. The election is exercisable with respect to each separat, 
foreign branch of the taxpayer even though the same taxpayer may 
operate more than one branch in the same foreign country. A 
branch with respect to which an election has been made under this 
part must be treated by the corporation making the election as if jt 
were a separate and distinct entity apart from such corporation. 

This section contains under subsection (c) a list of corporations 
which are ineligible to make an election under this part, including 
corporations which qualify as a Western Hemisphere trade corpora- 
tion and are allowed the benefit of the special deduction from taxable 
income granted by section 922, and corporations more than 50 per- 
cent in value of whose outstanding stock is owned, directly or in- 
directly, by or for alien individuals at any time during the taxable 
year. A corporation which simultaneously qualifies for the benefit of 
the treatment provided by part IV and for the special deduce tion al- 
lowed by section 922 may choose either of such benefits in the alter- 
native. 


Section 952. Effect of election 

This section, which relates to the effect of an election made unde: 
part 1V, contains provisions the general nature of which is to make 
the tax treatment of the elected branch and the foreign subsidiary 
comparable. The section provides that, if an election under this part 
has been in effect, then— 

(a) each elected branch shall be considered a separate and 
distinet entity apart from the corporation of which it is a branch. 
Thus, transactions in the nature of sales between a home office 
and an elected branch will give rise to gain or loss as if they were 
transactions between independent entities; 

(b) in the case of any taxable year during which an election is 
in effect, items of gross income, expenses, losses, deductions, and 
other items, including the foreign taxes, which are allocable 
to an elected branch pursuant to the provisions of section 953 (a 
are not to be taken into account in determining the taxable 
income of the domestic corporation which has made an election 
under this part, but, on the other hand, the amount of branch 
income considered to be withdrawn from the branch pursuant to 
section 954 shall be included in the gross income of such corpora- 
tion and shall be considered to be derived from sources within 
the foreign country in which the elected branch is situated. 
This rule of source is applicable even though under the provisions 
of part I such income may be derived from sources without such 
foreign country, such as, another foreign country in which there 
is no elected branch, or a possession of the United States, or the 
United States itself; 

(c) no part of the branch income of an elected branch which is 
considered to be withdrawn pursuant to section 954 is to be con- 
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sidered as gain from the sale or exchange of a capital asset. 
Thus, the amount of branch income withdrawn is to be included 
in gross income as ordinary income similar to a dividend received 
by a domestic corporation from its foreign subsidiary ; 

(d) the earnings and profits of the corporation which has made 
an election are to be computed, for distribution purposes, without 
regard to the branch income or branch loss of an elected branch 
but are to be computed by taking into account any of such branch 
income which is considered to be withdrawn. The deferred 
income of an elected branch cannot, therefore, be distributed 
as a dividend prior to its being included in the taxable income 
of the domestic corporation having the elected branch; 

(e) the corporation making an election under this part is 
deemed, by virtue of such election, to have consented to the 
treatment provided by such part; and 

(f) once an election is made with respect to any foreign branch, 
it shall continue in effect until it is terminated pursuant to the 
provisions of section 956. 

Section 953. Determination of branch income 

This section contains the provisions relating to the determination 
of branch income and branch loss of an elected branch. Subsection (a) 
specifies that items of gross income, expenses, losses, deductions, and 
te r items, including the foreign taxes, shall be allocated to an elected 
branch for the purposes of this part in accordance with a method of 
accounting which is recognized under the subtitle and which clearly 
reflects the taxable income of such branch when treated as if it were a 
separate and distinct entity dealing at arm’s length and on an inde- 
pendent basis with the organization of which it is a branch. Under 
section 952 (2), such allocated items are not to be taken into account in 
determining the domestic corporation’s taxable income until such time 
as the branch income is withdrawn from the elected branch. 

Subsection (b) defines “branch income” of an elected branch for a 
taxable year to be the taxable income of such branch computed with 
the items of gross income allocable to such branch over the items of 
expenses, deductions, and losses allocable thereto. Subsection (c) 
defines “branch loss” of an elected branch for a taxable year to be the 
excess of the items of expenses, deductions, and losses allocable to such 
branch over the items of gross income allocable thereto. In each 
instance, the allocation of items is to be made pursuant to subsection 
(a), but, pursuant to subsection (d), certain important modifications 
are necessary, in determining branch income and branch loss, in order 
to place the elected branch substantially on a par with a foreign 
subsidiary. Pursuant to subsection (d), in making such a deter- 
mination— 

(1) losses resulting from the sale or exchange of capital assets 
and allocated to the elected branch are to be allowed in full 
without regard to any limitation on losses contained in sub- 
chapter P; 

(2) foreign taxes paid or accrued to any foreign country or 
possession of the United States and allocated to the elected 
branch are to be deducted without regard to the provisions of 
section 164 (b) (6), notwithstanding the fact that the domestic 
corporation has taken credit under section 901 for the same 
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taxable year for taxes paid or accrued to the same foreign count; 
or possession in respect of income of a nonelected branch or a 
foreign corporation; and 

(3) charitable contributions allocable to the elected bran 
are to be allowed without regard to section 170 (b) (2) and (ce), but 
only if allowable under the Internal Revenue Code of 1954 jn 
determining the earnings and profits of a foreign corporation. 

On the other hand, subsection (d) also provides that, in making such 
a determination— 

(1) any deduction which is otherwise allowed by this subtit) 
to a domestic corporation is not to be allowed if such deduction, 
in determining the earnings and profits of a foreign corporation, 
would not be allowed. Thus, percentage depletion would not 
be allowed in such determination; and 

(2) gain or loss on any transaction between an elected branch 
and the corporation of which it is a branch, or between such 
branch and another branch (whether elected or not) of the sam 
corporation, is to be determined on the same basis as it would be 
if such elected branch were an independent entity dealing at 
arm’s length and on an independent basis with suc h corporation 
or branch. Thus, the provisions of section 482, relating to allo- 
cation of income and deductions among taxpayers, will be full 
applicable in such instance. 

Section 954. Determination of withdrawal of branch income 

This section contains provisions for determining when the taxable 
income allocable to an elected branch is considered to be withdrawn by 
the domestic corporation and, hence, subject to tax by such corpora- 
tion. In effect, the income considered to be so withdrawn is to be 
considered somewhat similar to a dividend received by the domestic 
parent of a foreign corporation. 

Subsection (a) sets forth an objective test for determining the 
amount of branch income considered to be withdrawn. The amount 
so withdrawn for any taxable year shall be the amount which is equa! 
to the excess of the taxpayer’s investment in the elected branch at the 
beginning of such year plus the branch income, or minus the branch 
loss, of such branch for such year, over the taxpayer’s investment in 
such branch at the close of such year. Thus, a transfer of assets 
from an elected branch to the home office, or to another branch of 
such corporation, or to another taxpayer, will constitute the with- 
drawal of deferred branch income if the investment in the branch at 
the close of the year is less than the sum of the branch income for such 
year plus the investment in such branch at the beginning of the yea 
The investment in an elected branch at any time is to be determined 
pursuant to regulations prescribed by the Secretary or his delegate 
and, for such purpose, the amount attributable at any time to a1 
asset properly included in such investment shall be the adjusted basis 
for determining gain upon sale or exchange. 

In order to prevent a decrease in investment which is in reality a 
return of capital from being taxed as income, subsection (b) limits th 
amount considered to be withdrawn for any taxable year pursuant to 
subsection (a) to an amount not exceeding the accumulated brancli 
income of the elected branch as of the close of the year with respect to 


which the computation under subsection (a) is made. The accumu- 
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lated branch income at the close of such year is to be determined by 
subtracting from the sum of the branch incomes, for any taxable 
year or years with respect to which an election under this part applies, 
the sum of the branch losses for any taxable year or years with respect 

which an election under this part applies, computed as of the close 
of such year. The amount so determined shall then be reduced by 
the amount of the branch income of such elected branch withdrawn 
for any prec ‘eding taxable years, determined under subsection (a) 
of this section and without regard to any withdrawals made for the 
taxable year in respect of which the computation under such subsec- 
tion is made. 

Subsection (c) prescribes that the Secretary or his delegate by regula- 
tions may determine from the branch income of what year or years 
any amount determined under subsection (a) has been paid, treating 
withdrawals as having been paid from the most recent branch income 
of the elected branch. This provision is significant in the application 
of section 955, pursuant to which it will be necessary to determine 
from the branch income of what yearor years aw ithdrawal is considered 
to have been made in order to ascertain the proper ratio for determin- 
ing the amount of foreign taxes deemed to have been paid. It is 
analogous to the corresponding provision respecting the accumulated 
profits of the foreign subsidiary from which the domestic parent 
receives a dividend distribution. See section 902 (ce) (1). 

The domestic corporation’s investment in the elected branch is the 
decisive factor for determining whether branch income has been 
withdrawn from the branch and thus is includible in gross income by 
the domestic corporation. The Secretary or his delegate is given 
administrative discretion under section 954 (a) to determine by 
regulations the basis upon which the investment in an elected 
branch is to be ascertained. It is contemplated that the taxpayer’s 
investment in an elected branch shall, in general, constitute the 
aggregate of the assets held by the taxpayer and having a situs within 
the foreign country in which the elected branch is situate, less the 
aggregate of the taxpayer’s liabilities, provided that such assets and 
liabilities are, in accordance with accepted accounting procedures, 
properly allocable to such elected branch. Thus, assets having a 
situs in such country and chargeable to a second branch in the same 
country would not be considered investment in the elected branch. 


Section 955. Foreign tax credit 
This section, relating to foreign taxes deemed to be paid by 

domestic corporation which for the taxable year has withdrawn 
branch income from an elected branch, corresponds to section 902, 
pursuant to which a domestic corporation is deemed to have paid 
certain foreign taxes paid or deemed to be paid by its foreign subsidiary 
or its related foreign corporation. Though in fact the domestic 
corporation has paid the foreign taxes allocable to an elected branch, 
such corporation may not, pursuant to section 952 (2), deduct such 
taxes in computing its taxable mcome, or credit its tax with such 
taxes. The deduction is, however, permitted in computing the 
branch income of such branch, pursuant to section 953 (d) (4); 
while the credit itself may be availed of by the domestic corporation 
when the branch income which bore the burden of such foreign taxes 
is withdrawn from the branch. At such time the domestic corpora- 
tion does not have the right to elect as between a deduction or credit 
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in respect of such taxes. Pursuant to section 901 (a) and this section. 
it is given only the right to take a credit for the taxes which at such 
time it is deemed to have paid. Such treatment is analogous to 
that afforded with respect to foreign taxes paid by a foreign subsidiary 
of a domestic corporation. 


Section 956, Termination of election; miscellaneous provisions 


The provisions respecting termination of an election under part + 
are contained herein, as we ell as a provision respecting the taxpayer's 
right to reelect under this part. Subsection (a), relating to the effec 
of the termination of an election, specifies that the domestic corpora- 
tion in respect to whose branch an election is terminated under sib- 
section (b) shall compute its tax for the taxable year of terminatio 
and subsequent taxable years without regard to the application « 
this part to such branch. Thus, if the domestic corporation’s elec- 
tion with respect to an elected branch is terminated, and its inyest- 
ment withdrawn, any loss sustained upon such liquidation of its in- 
vestment is not allowable as a deduction, nor is it considered a loss 
from the exchange of a capital asset. The separate identity of hom 
office and elected branch no longer exist for taxable purposes. Sub- 
section (a) contains a provision, however, to the effect that, « 
though an election under this part is terminated, the accumulat 
branch income of any branch shall still be deferred, and shall not 
included in the gross income of the domestic corporation, until such 
branch income is withdrawn. For this purpose, the amount of branch 
income withdrawn, for the year of termination of election and for s ib- 
sequent years shall, until the accumulated branch income is comp let 
withdrawn and included in gross income, be determined under this 
part. In determining whether the amount of branch income con- 
sidered to be withdrawn exceeds the accumulated branch income 
under section 954 (b), withdrawals of elected branch income for years 
preceding the taxable year shall be taken into account even thx 
such preceding year ovcurred subsequent to the year of termination 
Since the accumulated branch income is considered to be withdrawn 
under this part, under section 952 (3) no portion of such brane! 
income withdrawn, for a taxable year with respect to which a termina- 
tion of election is effective and for subsequent taxable years, shal 
be considered to be gain from the sale or exchange of a capital asset. 
The definition of accumulated branch income under section 954 (b 
contemplates the existence of deferred income. Thus, if there should 
exist a deficit in respect to an elected branch at the time of termina- 
tion of an election under this part, the deferred loss may not be brought 
home and deducted from gross income of the domestic corporation, 
either at the time of termination or in subsequent years. 

Subsection (b) prescribes various ways in which an election it 
terminated “ia sperifies the taxable year of termination. Pursuant 
thereto, an election shall terminate with respect to the taxable year 
the domestic corporation becomes a corporation which under section 

951 (c) is ineligible to make an election under this part; or the elected 
branch fails to qualify under section 951 for the taxable year, such as 
by not meeting the gross income and trade or business requirements, 
or the domestic corporation adopts a resolution or plan for its dissolu- 
tion or liquidation; or the domestic corporation ceases to exists 
Termination in such instances is involuntary on the part of the 


taxpayer. 
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Subsection (c) provides for voluntary termination of an election 
by the taxpayer. Pursuant thereto, an election may be terminated 
by the taxpayer as of the close of any taxable year, but only if the 
Secretary or his delegate is notified pursuant to regulations to be 
presce ribed. 
~ Subsection (d) provides that the taxpayer may, only with the con- 
sent of the Secretary or his delegate and subject to such regulations 
as he may prescribed, reelect the treatment provided by this part in 
respect to the same branch in regard to which a previous election has 
been n terminated, whether the termination was voluntary or involun- 
ta 


Section 957. Records and special returns 

This section contains provisions making certain administrative 
and penalty provisions applicable with respect to items allocable 
under section 953 to an elected branch, without regard to whether or 
not such items affect the tax liability of the corporation for the 
current taxable year or any preceding t taxable year. Thus, such 
provisions are applicable i in the case of items which pursuant to this 
part are taken into account in determining accumulated branch 
income, even though because of this part the taxpayer has not yet 
incurred tax liability with respect to such income. 


Section 958. Statute of limitations 

This section contains authority for the redetermination of the tax 
of prior closed years where an inconsistent position is maintained 
respecting the treatment of any item in the application of this part. 
Thus, for example, if a domestic corporation were to defer branch 
income of an elected branch in one year and then, after the running of 
the statute of limitations, were to make a proper claim that such 
income should not have been deferred but should have been included 
in gross income of the prior closed year, the Secretary may redetermine 
or adjust the tax of the closed year, but only to the extent necessary 
to make the treatment of such deferred income for such prior year 
consistent with the treatment accorded such income by this part. 


SUBCHAPTER O—GAIN OR LOSS ON DISPOSITION OF 
PROPERTY 


Part I—DETERMINATION OF AMOUNT OF AND RECOGNITION OF 
GAIN oR Loss 


Section 1001. Determination or amount of and recognition of gain or loss 
Except for conforming clerical changes, this section is the same as 
section 111 of the 1939 Code. No substantive change is made. 
Section 1002. Recognition of gain or loss 
Except for conforming clerical changes, this section is the same as 
section 112 (a) of the 1939 Code. No substantive change is made. 


Part I]—Basis Ruites or GENERAL APPLICATION 


Section 1011, Adjusted basis for determining gain or loss 

Except for conforming clerical changes, this section is the same as 
the initial sentence of section 113 (b) of the 1939 Code. No sub- 
stantive change is made. 
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Section 1012. Basis of property—cost 

Except for conforming clerical changes, this section is the same as 
the first clause of section 113 (a) of the 1939 Code. No substantive 
change is made. 

Section 1018, Basis of property included in inventory 

This section is the same as section 113 (a) (1) of the 1939 Code. 
Section 1014. Basis of property acquired from a decedent 

This section- corresponds to section 113 (a) (5) of the 1939 Code 
providing in substance that the basis of property acquired by be- 
quest, devise, or inheritance or by the decedent’s estate from the 
decedent is the fair-market value of such property at the date of the 
decedent’s death, or at the optional valuation date under section 81] 
(j) where such date is elected for purposes of estate-tax valuation 

Under existing law, there is no uniform correlation between section 
113 (a) (5) and section 811 of the 1939 code, relating to property 
includible in the decedent’s gross estate. Section 113 (a) (5) applies 
basically to property in the decedent’s probate estate and includible 
in his gross estate under section 811 (a). In addition, it applies to 
property acquired by certain specifically described methods of dis- 
position which are treated as though the acquisition was “by bequest 
devise, or inheritance”. However, it does not apply to numerous 
other types of disposition which result in inclusion of the property 
for estate-tax purposes, such as property transferred in contemplation 
of death or property acquired by a surviving joint tenant or tenant 
by the entirety. 

This section would set forth a uniform rule under which the basis of all 
property (with certain minor exceptions) acquired from a decedent 
would be the value at the date of the decedent’s death or at the apron al 
valuation date. The general rule is stated in the preamble of su! 
section (a) as applicable to property in the hands of a person adereiring 
the property from the decedent or to whom the property passed from 
the decedent. The rule is subject to the limitation that it shall 
only apply to property which has not been sold, exchanged, or other- 
wise disposed of before the decedent’s death by the person to whom 
the property passed from the decedent. Thus, in the case of a transfer 
in contemplation of death the basis of the property in the hands of 
the donee who has retained the property until the decedent’s death 
shall be determined under this section. If, however, the donee has 
disposed of the property prior to such date its basis both in the hands 
of the donee and of the person acquiring it from the donee shall be 
determined without regard to this section. 

Paragraphs (1) to (9) of subsection (a) describe the circumstances 
under which property is tregted as having been acquired or having 
passed from the decedent. Paragraphs (1) to (8), inclusive, corre- 
spond to provisions of existing law. The only change of substance is 
in paragraph (8) which limits the application of the section in the case 
of property representing the survivor's interest in a joint and survivor's 
annuity to property acquired from a decedent dying before January |, 
1954. In the case of decedents dying after such date, the basis shall 
be determined in a manner consistent with the provisions of section 72, 
relating to the income-tax treatment of annuities. 

Paragrap! 1 (9) of subsection (a) provides for the application of the 
section to all property (other than annuities) not within the provi- 
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sions of existing section 113 (a) (5) acquired from the decedent and 
quired to be included in his gross estate. This provision is ap- 

pli cable only with respect to dec ede nts dying after December 31, 1953, 
order that basis under existing law may not be disturbed. 

Subsection (b) provides that this section shall not apply to prop- 

ty which constitutes a right to receive an item of gross income in 

spect of a decedent to which section 691 applics. This subsection 
kes explicit the rule of existing law. 

Subsection (c) provides that this section shall not apply to re- 
stricted stock options described in section 421 where the option has 
not been exercised by the employee at his death. 

Section 1015. Basis of property acquired by gifts and transfers in trust 

Exeept for conforming clerical changes, subsection (a) is the same 
as section 113 (a) (2) of the 1939 Code, and subsection (b) is the 

as section 113 (a) (3) of the 1939 Code, and subsection (c) is the 
as section 113 (a) (4) of the 1939 Code. No substantive 
ee is made. 
1016, Adjustme nts to basis 

Section 1016 is derived from section 113 (b) of the 1939 Code. A 
number of new provisions have been necessitated by changes made 
elsewhere in the proposed new code. The sentence in paragraph (2) 
which refers to the depreciation deduction is necessary in order to 
determine the adjustment for depreciation allowable if no deprecia- 
tion has been claimed. If the taxpayer has not made a choice from 
among the several permissible methods, the adjusted basis of the 
property shall be determined by using the straight line method. 
Paragraph (3) (B) provides for adjustments to basis for the period 
during which the property was held by a tax-exempt person or organ- 
ization. This was the rule followed by the Internal Revenue Service 
under the 1939 Code and has been incorporated in this section. Par- 
agraph (14) provides for adjustments to the basis of property received 
on a mortgage foreclosure or similar transaction in lieu of foreclosure 
by reason of receipts in respect of the underlying indebtedness. The 
provision is related to the nonrecognition of gain or loss on forec! 0- 
sure provided in section 1035. Paragraph (15) has been added be- 
cause of the option provided in section 174 (a) to deduct research 
and experimental expenditures currently. Paragraph (16) provides 
for the reduction of basis to the extent of the amount deducted for 
soil- and water-conservation expenditures which resulted in a tax 
benefit, but not less than the amount allowable. 

Section 1017. Discharge of indebtedness 

Except for conforming clerical changes and the deletion of the 
reference to corporations necessitated by the change made in section 
108, this section is the same as section 113 (b) (3) of the 1939 Code. 
Section 1018. Adjustment of capital structure before September 22, 1938 

Except for conforming clerical changes, this section is the same as 
section 113 (b) (4) of the 1939 Code. No substantive change is 


made, 


Section 1019. Property on which lessee has made improvements 


Except for conforming clerical changes, this section is the same as 
section 113 (c) of the 1939 Code. No substantive change is made. 
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Section 1020. Election in respect of depreciation, ete., allowed befor 
1952 

Except for conforming clerical changes, this section is the same as 
section 113 (d) of the 1939 Code. No substantive change is made 
Section 1021. Sale of an annuity contract 

This section has no corresponding section in present law. It inte- 
grates the new method for determining the taxable portion of an an- 
nuity (provided in sec. 72) with the determination of basis on sal 
of an annuity contract. ‘U nder the general provisions of see. 1221, 
an annuity contract will ordinarily qualify as a capital asset. ‘T'ax- 
free recoveries, which would be subtracted from basis, may for tly 
long-lived annuitant exceed the investment in the contract. This 
section provides that the basis of the contract shall not be less than 
zero, 


Section 1022. Cross-refe rences 
Parr 11]—Common NontTaAxaBLe EXxcHaANnces 


Section 1031. Exchange of property held for productive use or invest 

Subsection (a) is the same as section 112 (b) (1). Except for con- 
forming clerical changes, subsection (b) is the same as section 112 
(c) (1), subsection (c) is the same as section 112 (e), and subsection 
(d) is the same as the first two sentences of section 113 (a) (6). No 
substantive change is made. 

Section 1082. Exchange of stock for property 

Section 1032, relating to the exchange by a corporation of its stock 
for property, has no counterpart under the 1939 Code. Under pres- 
ent law, whether the disposition by a corporation of shares of its own 
“apital stock gives rise to taxable gain or deductible loss depends, 
under certain decisions, upon whether the transaction constitutes t! 
dealing by a corporation in its own shares which is to be ascertaii 
from all of the facts and circumstances. ‘The purpose of this sectio 
is to remove the uncertainties of present law. 

Subsection (a) provides that no gain or loss shall be recognized to 
a corporation on the receipt of money or other property in exchang 
for stock (including treasury stock) of such corporation. 

In section 355 (a) (2), referred to in subsection (b), it is provid e 
that the basis of property acquired by a corporation incertain ex- 
changes for its stock shall be the same as it would be in the hands of 
the transferor, increased in the amount of gain recognized to the 
transferor upon such transfer. 

Se ction 1033. Involuntary conve rsions. 

This section reenacts section 112 (f) of the 1939 Code with one 
substantial change. 

Section 1033 (b) extends the benefits of the section to propert 
used by the taxpayer as his principal residence, if the destruction, 
theft, seizure, requisition, or condemnation of the residence occurred 
after December 31, 1953. 


Section 1034. Sale or exchange of residence 
This section is derived from section 112 (n) of existing law, which 
provides for nonrecognition of gain where a taxpayer sells his principal 
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or after the sale. The gain is recognized only to the extent that the 
selling price of the old residence exceeds the cost of the new one. Four 
substantive changes have been made in this section as it appears in 
this code. 

In subsection (b) the definition “adjusted sales price’”’ has been sub- 
stituted for the existing term “selling price.” Adjusted sales price is 
defined as the amount realized, reduced by the aggregate of the 
expenses for work performed on the old residence, in order to assist 
in its sale, during a 90-day period prior to the contract of sale, which 
are paid for within 30 days after the date of sale and which are not 
otherwise allowable as deductions or taken into account in computing 
rain. 

Both under existing law and the new code, selling expenses are 
deducted from the selling price in determining the “amount realized” 
on the sale. Thus, this revised definition has the effect of permitting 
both the selling expenses (including a broker’s commission) and the 
cost of “fixing up” the old residence for purposes of sale to be sub- 
tracted from the sales price in computing gain on the sale of the old 
residence. ‘The definition realistically recognizes that what the seller 
actually receives on the sale of the old residence is the net proceeds 
of sale (less the “fixing up” expenses) rather than the nominal selling 
price. The basis of the new residence will, where applicable, be 
adjusted by this amount rather than, as formerly, the selling price. 

In subsection (h) it is provided that the replacement period shall be 
suspended during any time that the taxpayer (or his spouse if the old 
residence and the new residence are each used by the taxpayer and 
his spouse as their residence) serves on extended active duty with the 
Armed Forces of the United States after the date of the sale of the 
old residence and during an induction period, except that any such 
period as so suspended shall not extend beyond the date 4 years after 
the date of the sale of the old residence. This is a slight change from 
section 112 (n) (8), which provides that such period is suspended 
while the taxpayer is on such duty after the date of sale and before 
January 1, 1954. Your committee has eliminated the cutoff date of 
January 1, 1954, thereby permitting suspension of the statute where 
active duty continues beyond this date, although the requirement 
that any such period of suspension shall not extend beyond a date 
4 years from the date of the sale of the old residence has been retained. 

Subsection (i) provides that this section shall be inapplicable to the 
involuntary conversions of personal residences occurring after Decem- 
ber 31, 1953. An involuntary conversion is defined as the destruc- 
tion, theft, seizure, requisition, or condemnation of property, or the 
sale or exchange of property under threat or imminence thereof. 
This section will continue to apply to all sales or exchanges of per- 
sonal residences which do not constitute such an involuntary conver- 
sion; if a residence is so involuntarily converted, the taxpayer will 
have the privilege under section 1033 (a) (3) (B) (ii) of applying to 
the Secretary or his delegate for a longer replacement period in the 
same manner as taxpayers possessing other types of involuntarily 
converted property, since section 1033 (formerly sec. 112 (f)) has 
been made applicable to such conversions of personal residences. 


residence and purchases and occupies another within one year before 
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Section 1035. Foreclosure upon property held as security 


This section is entirely new in the bill. It has the effect of post- 
poning the recognition of gain or loss to the creditor who bids in at 
his own foreclosure, or otherwise acquires separate title to property 
previously held as security. For tax purposes the foreclosure pro- 
cedure will be ignored; the bid price at any formal foreclosure sale 
will be ienored: any resulting deficiency judgment will be ignored: 
the property foreclosed upon will be considered as taken in lieu of the 
indebtedness to the creditor on which this property was held as 
security; and any gain or loss to the creditor reflected in the entire 
transaction will be postponed, and will not be taken into account 
until an ultimate disposition by the creditor of the property interests 
acquired in the foreclosure. 

The rule here proposed for enactment pertains equally to the in- 
debtedness arising as the result of a loan transaction and the indebted- 
ness reflecting the unpaid purchase price of property sold to the 
debtor; and, in the case of an indebtedness arising in sales transactions, 
the rule applies whether the sales transaction is classified as an ordinary 
deferred payment sale or an installment payment sale. 

The rule proposed applies equally to transactions reflecting enforced 
foreclosures and formal sales under court orders and to the taking 
over of the security pursuant to the original agreement of the parties 
or pursuant to arrangements voluntarily negotiated by the parties as 
a result of the default on the indebtedaess. 

The delinquency on the indebtedness and the inability of the 
creditor to realize upon his claim in full is to be ignored for the taxab : 
year of the creditor in which the foreclosure occurs. No bad deb 
deduction otherwise allowable to the creditor is to be considered - 
the year of the foreclosure or for any subsequent taxable year. No 
cain or loss attributable to the change in property interests will be 
recognized to the creditor. The fair market value of the sec urity 
taken over will be ignored. 

Subsection (c) provides that the gain or loss basis to the creditor 
pertaining to hi investment in the secured indebtedness as it existed 
at the beginning of the foreclosure will be continued as the gain or 
loss basis to the creditor with respect to the security taken over in 
the foreclosure proceedings. 

In the case of a loan transaction, the gain or loss basis will ordinarily 
be the principal amount of the loan. If the creditor has accrued and 
reported for income tax purposes the unpaid interest on the principal 
amount, the interest so accrued should be considered as a part of the 
gain or joss basis involved in the foreclosure. 

If the indebtedness in default constitutes a part of the unpaid pur- 
chase price in a sales transaction, the gain or loss basis to the creditor 
will ordinarily be that portion of his capital investment in the property 
sold which remained unrecovered as of the date of foreclosure. The 
gain or loss basis should include, of course, any delinquent interest 
accrued and reported for income tax purposes as well as the fair market 
value of the obligations of the debtor to the extent that they were 
reflected in the computation of the profits or loss to the creditor realized 
in the year of the sale. 

No portion of the creditor’s gain or loss basis, his capital basis in 
the indebtedness in default, is to be allocated to any indebtedness 
surviving the foreclosure or to any deficiency judgment which may be 
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entered thereon. In other words, any surviving indebtedness will be 
considered as having a basis of zero. 

Subsection (b) of this section provides the necessary rules pertaining 
to subsequent realizations in transactions involving proper ty interests 
resulting from the foreclosure. These realizations generally will take 
the form of a disposition of the property acquired in the foreclosure 
or subsequent collections upon any surviving indebtedness or judg- 
ment entered thereon. It is the intention of your committee that 

these realizations should be treated as productive of capital gains or 
losses or ordinary gains or losses depending upon the character of the 
indebtedness foreclosed upon. In other words, if the delinquent 
indebtedness reflects a capital asset to the creditor, the property 
taken over by the creditor in the foreclosure as w ell as the debt 
reflected in the judgment entered on any resulting deficienc y will 
reflect capital assets. On the other hand, ‘if the indebtedness reflects 
an ordinary asset in the trade or business of the creditor, the property 
taken over in foreclosure and any indebtedness on whic ‘h a defici lency 
judgment may be entered will constitute ordinary assets. Any gain 
or loss subsequently recognized as a result of subsequent transactions 
involving such assets will reflect capital gains or losses or ordinary 
cains or losses as the case may be. 
~ Taxable income will be recognized as a result of any realization on 
sny indebtedness surviving the foreclosure in those cases only in which 
such realization was effected subsequent to the ultimate disposition 
by the creditor of all other property interests acquired in the fore- 
closure. Realizations upon any surviving indebtedness effected while 
the creditor still holds the property foreclosed upon will be subject to 
the provision of section 1016 (a) (14), elsewhere considered in this 
report. 

In proposing the enactment of section 1035 providing for the 
nonrecognition of gain or loss and the transfer of basis, the continued 
validity and effect of all other applicable rules of law and accounting 
not expressly revised in the enactment is presupposed. For instance, 
inventories for the year of foreclosure and for subsequent taxable 
years will reflect the acquisition and retention on hand of the prop- 
erty foreclosed upon, or the disposition thereof, consistent with the 
principles of first-in first-out, last-in first-out, or cost or market, 
whichever is lower, as the case may be. Acquisition dates with 
respect to inventories will be established and holding periods with 
respect to capital assets will be computed consistent with a due 
regard to tacking provisions. Subsequent transactions touching the 
property will be taken into account, or ignored, without regard to 
the fact that the property had been imvolved in a foreclosure 
proceeding. 

Section 1036. Certain exchanges of insurance policies 

This section provides that exchanges of life insurance, endowment 
or annuity policies for such policies shall be tax free, except that the 
exchange of an endowment for a life insurance policy, or of an annuity 
for a life insurance or endowment policy, will continue, as under 
existing law, to be considered a taxable exchange. 

Subsection (b) includes a definition of each of the three types of 
contracts inasmuch as the section draws a statutory distinction be- 
tween life insurance, annuity, and endowment contracts. 
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Subsection (c) corresponds to existing law insofar as tax-free ex- 
changes of property solely for like property are concerned and is 
similar to the recognition provisions of section 1031. The final portion 
of the subsection provides for recognition of relief from liability of the 
taxpayer, to the extent it occurs, as though the taxpayer had received 
money in the exchange of an amount equal to the reduction of such of 
his liabilities. 

Part 1V—Sprecrat Ruies 


Section 1051. Property acquired during affiliation 

This section is the same as section 113 (a) (11) of the 1939 Code, 
except for clerical changes and changes necessitated by the codi- 
fication of the consolidated return regulations. No substantive 
change is made. 


Section 1052. Basis established by the Revenue Act of 1932 or 1984 or 
by the Internal Revenue Code of 1939 

Subsection (a) is derived from section 113 (a) (12), Subsection (b) 
is derived from section 113 (a) (16). Subsection (c) is new. If 
property was acquired before the effective date of the new code, 
the basis of the property will not be affected by the transition from 
the 1939 Code to the new code. In the case of provisions of the 
1939 Code which are incorporated in the new code, where there is 
no specific reference in a particular section to acquisitions in taxable 
years before the effective date of the new code, section 7807 will 
require the basis to be the same as the basis provided under prior 
law. In the case of provisions of the 1939 Code which have no 
corresponding provision in the new code, it is specifically provided 
here that the basis in taxable years under the new code shall be 
the basis prescribed in the 1939 Code. 
Section 1053. Property acquired before March 1, 1913 

Except for conforming clerical changes, this section is the same as 
section 113 (a) (14) of the 1939 Code, No substantive change is made. 


Section 1054. Cross references 
Part V—Cuances To Errecruate FCC Ponicy 


Section 1071. Gain from sale or exchange to effectuate policies of FCC 
<xcept for conforming clerical changes, subsection (a) is the same 

as section 112 (m) of the 1939 Code. No substantive change is made 

Subsection (b) is a cross reference to the appropriate basis provision. 


Part VI—ExcuHANGEs IN OBEDIENCE TO SEC Orpenrs 


Section 1081. Nonrecognition of gain or loss on exchanges or distributions 
in obedience to orders of SEC 
This section contains the substance of section 371 of the 1939 Code 
in rearranged and simplified form with conforming clerical changes. 
No substantive change is made. 


Section 1082. Basis for determining gain or loss 


This section contains the substance of section 372 (except subsection 
(a) (3) which is the same as section 113 (a) (17)) of the 1939 Code in 
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rearranged and simplified form with conforming clerical changes. 
No substantive change is made. 


Section 1083. Definitions 
Except for conforming clerical changes, this section is the same as 
ection 373 of the 1989 Code. No substantive change is made. 


Part VII—Wasu Sages or Srock or SEecurITIES 


Section 1091. Loss from wash sales of stock or securities 

Except for conforming clerical changes, subsections (a), (b), and 
c) are the same as subsections (a), (b), and (c), respectively, of 
section 118 ef the 1939 Code. Subsection (d) corresponds to section 
113 (a) (10) of the 1939 Code. No substantive change is made. 


SUBCHAPTER P—CAPITAL GAINS AND LOSSES 
Part I—Treatrment or Caprran Gains 


Section 1201, Alternative tax 

This section is derived from section 117 (c) of present law which 
provides the alternative tax on capital gains. No substantive change 
is intended although several wording changes have been adopted for 
simplification. ‘The computation of the alternative tax is described 
in two steps rather than three. 
Section 1202, Deduction for capital gains 

This section is derived from section 117 (b). No change in sub- 
stance is intended, 


Part II—TreatrmMent or Capirat Losses 


Section 1211, Limitation on capital losses 

This section is derived from section 117 (d) of present law. There 
is no substantive change intended. 
Section. 1212, Capital loss carryover 

This section is derived from section 117 (e) of present law which 
provides a carryover of net capital loss. No substantive change is 
mtended. Paragraph (2) of section 117 (e) has been omitted as 
inapplicable to taxable years covered by this code. 


Part I1[—Generat Ruies ror Derermintne Caprrat GAINS AND 
Losses 


Section*1221. Capital asset defined 

This section is derived from section 117 (a) (1) of present law which 
provides that a capital asset is property held by the taxpayer with 
certain exceptions. The only substantive changes intended are the 
prospective elimination of the exception in section 117 (a) (1) (D) of 
present law and the insertion of a new exception relating to certain 
accounts and notes receivable. 

Paragraph (4) is a new provision which excepts from the definition 
of capital assets accounts or notes receivable acquired in the ordinary 
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course of trade or business for services rendered or from the sale of 
property described in paragraph (1), that is, stock in trade or inventory 
or property held for sale to customers in the ordinary course of trade 
or business. This will change present law treatment, for example, 
as follows: If a taxpayer acquires a note or account receivable ip 
payment for inventory or services rendered, reports it as income and 
sells it at a discount, then this amendment will provide ordinary |oss 
treatment. Under present law such loss treatment is only allowed 
if the taxpayer is also, in effect, a dealer in such accounts or notes 
Alternatively, the taxpayer may sell the account or note for something 
more than the discounted value that was originally reported. Under 
present law this difference would be capital gain unless the taxpayer 
is such a dealer. ‘The amendment will cause such gain to be ordinary 
income, This paragraph is not applied to notes or accounts arising 
from installment sales since section 453 (d) provides substantially the 
same rule. Further, the paragraph does not apply to notes involved 
in a foreclosure to which section 1035 applies. 

Paragraph (5) corresponds to section 117 (a) (1) (D) of present 
law which excepts from the definition of capital assets noninterest 
bearing Government bonds issued at a discount and having a fixed 
maturity date not over 1 year from the date of issue except that this 
will only apply to such bonds issued before January 1, 1955. There- 
after under the new code these may qualify as capital assets but, if so, 
will be subject to the special treatment for discount bonds provided 
in section 1232 (a) (2). 

Section 1222. Other terms relating to capital gains and losses 

This section is derived from section 117 (a) (2) through 117 (a) (11) 
of present law. The only substantive change is in paragraph (9) (B) 
(ii) which provides the computation of net capital gain in the case 
of taxpayers other than corporations for the purposes of the applica- 
tion of the net loss carryover. One step in the computation involves 
computing taxable income without regard to the deduction for per- 
sonal exemptions. The language is added by the bill “or any deduc- 
tion in lieu thereof’? which is intended to cover the deductions allowed 
by section 642 (b) for a trust in lieu of personal exemptions, 

Section 1223. Holding period of property 

This section is derived from section 117 (hb) which relates to the 
determination of the period for which a capital asset is deemed to have 
been held. Only two substantive changes have been made. 

Paragraph (1) replaces section 117 (h) (1) which provides that, in 
the case in which property is received in an exchange in which the 
property received has in whole or in part a carryover of the basis of 
the property exchanged, the taxpayer may add the holding period 
of the property exchanged to the holding period of the property 
received. ‘The amendment provides that this adding on of holding 
period is only allowed where the property exchanged was also a capital 
asset in the hands of the taxpayer and the amendment is only appli- 
cable if the sale or exchange of the second asset occurs after March 1, 
1954. This will change prospectively the rule laid down in Comm. 
v. Gracey, (159 F. 2d 324), which, under present law, permitted the 
tacking on of the holding period of a noncapital asset to the holding 
period of a capital asset where the latter was received in a tax-free 
exchange for the former. 
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Paragraph (8) is new. This section provides that if a taxpayer 
accepts delivery of a commodity in satisfaction of a commodity futures 
contract, the holding period of the commodity shall include the period 
for which the taxpayer held the futures contract. This reverses the 
present position of the Internal Revenue Service stated in I. T. 3919, 
1948-2 C. B. 67. 

Paragraph (9) incorporates a change from the drafting technique 
used in the present law. The subsections in this bill can relate to 
assets originally acquired in transactions under prior law. In 
present law the applicable provisions of prior laws are stated. In 
the bill section 1223 (9) states that the reference to any other section 
shall be deemed a reference to the corresponding provision of the 
1939 Code or prior internal revenue laws. The sections of prior law 
intended here are the same ones stated in the corresponding sections 
of the 1939 Code. The sections corresponding to section 1081 (c) 
are section 371 (c) of the Revenue Act of 1938 and section 371 (c) of 
the 1939 Code. The sections corresponding to section 1091 are section 
118 of each of the following: The Revenue Acts of 1928, 1932, 1934, 
1936, and 1938 and the 1939 Code. 


Part IV—SprsoiaL Rutes ror DETERMINING CapriTAL GAINS AND 
LossEs 


Section 1281. Property used in the trade or business and involuntary 
conversions 

This section is derived from section 117 (j) of present law. There 
is nO substantive change intended but some rearrangement has been 
made. 

Section 1282. Bonds and other evidences of indebtedness 

This section is derived from section 117 (f) of present law which 
treats redemption as a sale or exchange in the case of bonds or other 
evidences of indebtedness issued by a corporation (including any 
government or political subdivision thereof), which are in registered 
form or which have coupons attached. 

Paragraph (1) restates the content of present law. For bonds or 
other evidences of indebtedness issued after December 31, 1954, the 
bill abandons present restriction of capital treatment on retirement 
to bonds and other evidences of indebtedness which have interest 
coupons attached or which are in registered form. Redemption of 
all bonds and other evidences of indebtedness will receive capital 
gain or loss treatment on redemption if issued after December 31, 
1954, and if they are otherwise capital assets, except to the extent 
that the recovery of issue discount is subject to paragraph (2). 

A change is made in paragraph (1) in the treatment of bonds and 
other evidences of indebtedness issued prior to January 1, 1954, and 
without interest coupons attached and not in registeredform. Under 
the decision in Lurie v. Comm. (156 F. 2d 436), these securities could 
be put in registered form any time prior to maturity and the holding 
period would run from the date of purchase. This decision is over- 
ruled prospectively by providing that these securities must be in reg- 
istered form as of March 1, 1954. While this action will only have 
effect with respect to evidences of indebtedness issued prior to Janu- 
ary 1, 1954, it will have application as long as these evidences are 
outstanding. 
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Section 117 (f) does not itself extend capital-cain treatment to any 
transaction but simply provides one of several requirements for such 
treatment on retirement of certain securities. Paragraph (2) of this 
section, however, provides specifically for capital-gain treatment and. 
therefore, the phrase is inserted in the first sentence of this section 
to the effect that this section only applies to bonds and other evidences 
of indebtedness which are capital assets in the hands of the taxpayer, 
This phrase will remove from the application of this section bonds 
held by a dealer in such assets and also notes and accounts receivable 
arising from the sale of inventory or personal services by the holder 
which are excluded from the capital asset category by the new provi- 
sion in paragraph (4) of section 1221. 

Subsection (a) (2) provides a rule for the tax treatment of amounts 

received on the sale, exchange, or retirement of a bond or other evi- 
dence of indebtedness. A distinction is provided between that part 
of such amounts which correspond to the full or partial recovery of the 
original issue discount on the asset and that part of the amounts 
received which represent capital gain. This paragraph relates only 
to bonds which are issued at a price which is less than the redemption 
rice, which are held over 6 months, and which are issued after 
Deoetiiber 31, 1954. It is also provided that this subsection will not 
apply to bonds, the interest on which is fully exempt from taxation 
under section 103 relating to certain governmental obligations. 

The rule provided in paragraph (2) will operate as follows: The 
taxpayer, on selling a bond originally issued at a discount, will multi- 
ply the original issue discount by the fraction formed by the number 
of full months the bond was held by the taxpayer over the number of 
full months from the date of issue to the specified ultimate redemption 
date; any gain realized on the sale or exchange of the bond up to but 
not exceeding this amount will be reported as ordinary income, and 
the balance will be reported as capital gain; any loss on the sale or 
exchange of such a bond will be a capital loss. The rule may be illus- 
trated by the following examples: 

(1) An individual purchases a 10-year bond with coupon interest at 
3 percent from an investment bank at a price of 90 on February 1, 
1955. The redemption price is 100. It is sold February 20, 1960. 

(a) Assume that it is sold at 94. In this case the bond has 
been held for 60 months of its life of 120. The fraction 60 over 120 
multiplied by the discount of 10 yields 5. Any part of the gain up 
to 5 would be taxed as ordinary income, and, therefore, in this 
case the entire gain of 4 is taxable as ordinary income. 

(b) Assume that it is resold at 97. In this case only 5 of the 
gain is ordinary income and balance of 2 is capital gain. 

(c) Assume that it is resold at 80. In this case the seller realizes 
a capital loss of 10. 

(2) If the same bond is purchased at 80 on February 1, 1960, by a 
second holder who keeps it to redemption at 100, he also will have held 
it 60 months so he will on redemption have 5 of ordinary income and 
15 of capital gain. 

Subparagraph (2) (C) provides that in the case of the sale or redemp- 
tion of certain Government bonds which are covered by section 454 

(a) and (c), this section shall not require the inclusion in gross incor e 
of any amount previously included in gross income. This subpara- 
graph relates to bonds such as series E savings bonds on which the 
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surrender value increases in an established way and where the holder 
has an option of reporting this increase in value currently as interest 
income. 

Paragraph (b) (1) provides a definition of the term “original issue 
discount.” The original issue discount means the difference between 
the issue price and the stated redemption price at maturity. In 
determining this, any price at an optional call date is to be ignored. 
A de minimus rule is provided that if this original issue discount does 
not exceed one-tenth of 1 percent times the number of full years to 
maturity, then the discount will be considered to be zero for the pur- 
poses of this section. A 10-year bond sold initially at 99 would not 
cive rise to any calculations under this subsection, and any gain 
realized by holders of the bond would be capital gain if the bond was 
a capital asset in their hands. 

Paragraph (b) (2) provides a definition of the term “issue price.” 
In the case of bond issues registered with the Securities and Exchange 
Commission the term “issue price” means the initial offering price to 
the public at which a substantial amount of such bonds were sold. 
For the purposes of this section the public is not deemed to include 
bond houses and brokers. Ordinarily, the issue price will be the first 
price at which bonds are sold to the public, and the issue price will 
not change if, due to market developments, the brokers must sell part 
of the issue at a different price. The phrase “at which price a sub- 
stantial amount of such bonds were sold” is intended primarily to cover 
any attempt to rig an artificial price in order to obtain more favorable 
tax treatment. Where bonds or other evidences of indebtedness are 
privately placed, the issue price will be the price paid by the first 
buyer of the particular bond or other evidence, irrespective of the 
remainder of the issue. For such bonds or evidences of indebtedness 
issued subsequent to the effective date of this act a record should be 
kept with or on the bond or other evidence of indebtedness as to the 
issue price. 

Paragraph (b) (3) provides a definition of “date of original issue.” 
In the case of issues of bonds and other evidences of indebtedness 
registered with the Securities and Exchange Commission, there shall 
be one date for the whole issue which shall be the first date on which 
they were sold to the public at the issue price. In the case of other 
bonds and other evidences of indebtedness each separate bond or other 
evidence shall have its own date of original issue, just as its own 
issue price. This will be the date on which it was first sold to the 
public. 

Questions of whether a particular recovery of discount is capital 
gain or interest in the case of bonds or other evidences of indebtedness 
issued before January 1, 1955, will continue to be determined under 
present law, 


Section 1238. Gains and losses from short sales 

This section is derived from sections 117 (g) (1) and 117 (I) of the 
1939 Code. Substantive changes have been made in both sections. 

Subsection (a) is derived from section 117 (g) (1) which provides 
that gains or losses from short sales of property shall be considered 
as gains or losses from sales or exchanges of capital assets. This 
section provides that short sales of property shall give rise to gain or 
loss from the sale or exchange of a capital asset to the extent that 
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the property used to close the short sale constitutes a capital asset 
in the hands of the taxpayer. Thus, the nature of the gain or loss 
from the short sale will be determined by the character of the property 
used to close the sale. It is specifically provided that the property 
used to close the short sale includes a commodity future. 

Under existing law bona fide hedging transactions do not result jy 
capital gains or losses. This result is based upon case law and regule- 
tions. To continue this result hedging transactions in commodity 
futures have been specifically excepted from the operation of this 
subsection. 

These changes more closely correlate capital gains and losses on 
short sales to transactions involving capital assets. Thus if a dealer 
in securities makes a short sale of X : corporation’s stock and closes the 
short sale by delivery of the stock, an ordinary gain or loss will result 
if the stock so delivered was held for sale to customers in the ordinary 
course of trade or business. If the stock was a capital asset in his 
hands, a capital gain or loss would result. 

Subsections (b), (d), and (e) are derived from section 117 (I) of the 
code, 

Subsection (b) corresponds to section 117 (1) (1) except that the 
new provision is applicable only to transactions which under subsection 
(a) result in capital gain or capital loss. Where short sales do not 
have this result, the holding period has no importance. No other 
changes have been made in this subsection. 

Subsection (c) is new. It excepts from subsection (b) options to 
sell property at a fixed price (puts) acquired on the same day on which 
the property identified as intended to be used in exercising the option 
is acquired and which, if exercised, is exercised through the sale of the 
property so intended. This provision applies only to puts acquired 
after the date of enactment of this code. Thus, a person who pur- 
chases stock on February 1 with a 3-month “put” and who fails to 
exercise his “‘put,’”’ will have a long term gain or loss if he sells the 
stock on September 1. If an option to sell property at a fixed price 
is not exercised, the cost of the option shall be added to the basis of 
the property with which the option is identified. The method of 
identification may be prescribed by the Secretary under his general 
power to issue regulations. 

If the option is exercised by the sale of property not purchased on 
the same day as the option, the rule in subsection (b) will apply. If 
such an option is not purchased on the same day as property which 
could be used in the exercise of the option, the general rules applicable 
to options in section 1234 will apply. This subsection shall apply 
only with respect to such options acquired after the date of enactment 
of this code. 

Subsection (d) corresponds to section 117 (1) (2) and no substantive 
changes have been made. 

Subsection (e) corresponds to section 117 (1) (3) and no substantive 
changes have been made. 


Section 1234. Options to buy or sell 

This section is partially derived from section 117 (g) (2) of existing 
law, insofar as it relates to the tax treatment of loss on failure to 
exercise an option. Insofar as it relates to gains or losses arising 
from the sale or exchange of options, it is new. 


-— em 4 tee ae ete La se 





INTERNAL REVENUE CODE OF 1954 


The Internal Revenue Service has ruled that under existing law an 
option, like any other property right, is subject to the general capital 
gain provisions of section 1221 and, hence, its sale may give rise toa 

capital gain or loss where the holder i is not in the business of dealing 
in such options (G. C, M, 23677). How ever, an option is no more 
than a right to buy or sell property and, in determining whether or 
or not a capital transaction is involved, the character of the property 
to which the option relates should be controlling. This section 
changes existing law to the extent that options acquired after Feb- 
ruary 28, 1954, are regarded as capital assets only where the under- 
lying property constitutes or, if acquired would constitute, a capital 
‘set in the hands of the holder. Thus, options relating to noncapital 
assets will, if sold, give rise to ordinary gain or loss. 

If the taxpayer never acquires the property subject to the option, 
the nature of his gain or loss is determined by whether the property 
would have been a capital asset if he had acquired it. For example, 
if a dealer in industrial property acquires an option to buy an indus- 
trial tract and fails to exercise the option, the loss would be an ordinary 
loss since he normally holds such property for sale to customers in the 
course of his trade or business. However, if he is considering buying 
a new home for himself and acquires an option to buy a house and 
sells the option at a loss, he would have a capital loss since the property, 
if acquired, would have been a capital asset in his hands. 

Section 117 (g) (2) provides that loss to the holder ana gain to the 
grantor on failure to exercise any option is considered a short-term 
capital gain or loss, This section provides that such loss to the holder 
will be a capital loss only where the option relates to a capital asset. 
Accordingly, unexercised options entered into for hedging purposes 
with regard to stock in trade or inventory-type assets, will be deduct- 
ible as ordinary losses rather than, as today, capital losses. The gain 
to the grantor in all cases will be ordinary income rather than a short- 
term capital gain. 

In order fully to equate the tax treatment of loss on failure to exer- 
cise an option to loss on the sale of such an option, such a loss, if capital 
in nature, is treated as a long-term loss where the option is held for 
6 months. Therefore, where such an option is held for 6 months, it 
will make no tax difference whether the holder sells it at a loss or fails 
to exercise it. 

The options described in section 1233 (ce), i. e., puts, are specifically 
excepted from this section. 


Section 1235. Sale or exchange of patents by the inventor 


This section is new. It provides that gain from the sale or exchange 
of any patent, or an application for a patent, or an undivided share 
in such patent or application by the inventor shall be considered a 
capital gain only in the case where certain conditions are met. By 
undivided interest, a part of each property right represented by the 
patent or application is intended (and not, for example, a lesser 
interest, such as a license or right to inc ome). The section does not 
apply to a property right in an invention differing from a right 
evidenced by a patent or an application. Furthermore, the section 
does not affect the tax treatment of loss on the sale or "exchange of 
a patent. The character of loss will be determined under the new 
code, as under existing law, by the nature of the asset in the hands 
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of the seller and whether or not the transfer constitutes a sale or 
exchange. 

Under existing law, only amateur as distinct from professional 
inventors can obtain capital gain treatment; and, to make this dis- 
tinction, it has become necessary to determine whether sufficient 
prior inventions exist to warrant placing the taxpayer in the business 
of selling inventions to customers, a requirement that has in many 
instances caused confusion and litigation. To obviate this difficulty 
in the case of gain, and to prov ide a larger incentive to all inventors 
to contribute to the welfare of the nation, this section is applicable 
equally to all inventors, whether amateur or professional, regardless 
how often they sell their patents. The definition of inventor has been 

restricted to the creator of the inv ention, by which is intended the 
“first and original” inventor (or joint inv ‘entor) within the meaning 
of section 31 of title 35 of the United States Code. Persons not 
eligible to qualify as such “first and original” inventor will not qualify 
under this section. For example, a corporation may not so qualify, 
even though such corporation may be the equitable owner of the 
patent by virtue of an employment relationship with the creator of 
the patent. The section is not applicable to subsequent purchasers 
or assignees. 

The section provides that two conditions must be met in order for 
the sale to give rise to capital gains income. First, the seller (which 
term, for purposes of this section, includes the transferor on an ex- 
change) must, after the sale or exchange and by virtue of the contract 
of sale or exchange, retain no interest of any kind in the property 
transferred, with the sole exception that the purchase price may be 
related to the productivity, use or disposition of the patent within a 
5-year period. This exception is intended to permit the purchase 
price, for example, to be in the nature of royalty payments or to 
constitute a percentage of a subsequent sales price, if within the 
specified period. Second, the entire proceeds must be received for 
tax purposes within such period. In order not to leave the seller at 
the mercy of a recalcitrant buyer, the section provides that amounts 
which are due and payable within such period, but which are received 
thereafter solely on account of failure of the buyer to fulfill a contrac- 
tual obligation to make such payments on time, shall be considered 
as paid within such period for purposes of categorizing the sale as a 
capital transaction (although not for purposes of determining the 
year in which a cash basis taxpayer reports income). The term “con- 
tractual obligation” has reference not only to the contract of sale but, 
since the parties are free under the section to leave for further nego- 
tiation a final settlement regarding the terms and other conditions of 
payment of the purchase price, any such subsequent and supplemental 
agreement (which may be related, of course, only to determination 
of the price). 
~ This section provides the only method under the new code whereby 
the inventor of a patent can obtain capital gains on its sale. Failure 
on the part of the seller to meet its conditions will result (retro- 
actively, if necessary) in the entire transaction being taxed to him as 
resulting i in ordinary income. In order to avoid giving capital gains 
treatment to possible non-arm’s-length transactions between related 
taxpayers, the section does not apply to sales between related tax- 
payers as defined in section 267 (b), with the exception of brothers 
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and sisters. ‘The sale of a patent between an individual and a cor- 
poration more than 50 percent in value of the outstanding stock of 
which is owned, directly or indirectly, by or for such individual 
would not, for example, be entitled to capital gain treatment under 
this section. It is not considered that this limitation will in any way 
narrow the opportunity of inventors to dispose of their patents 
through normal business channels; on the other hand, this limitation 
should prevent possible abuses arising from the sale of patents within 
essentially the same economic group. 

Since the nature of the transaction may not finally be determinable 
until final receipt by the seller of the proceeds of sale, the statute of 
limitations has been modified to permit assessment of any deficiency 
for any taxable year (whether or not before or after the sale), which 
is directly or indirectly related to failure to meet the conditions of this 
section, within 3 years after filing the return for the taxable year in 
which the sale or exchange occurs or in which any proceeds are received, 
whichever is later. A deficiency indirectly related to such failure 
would inelude, for example, a deficiency in a taxable year other than 
the year in which the sale or exchange occurred brought about by 
application of a net operating loss carryback or carryforward or a 
capital loss carryforward. The Commissioner has only the normal 
3-year period in which to assert a deficiency with respect to this section 
in any case where no proceeds are received by the seller subsequent 
to the year of sale. On the other hand, if the seller should at any 
time thereafter receive any proceeds the statute will be extended on 
account of such receipt. In the case of a deficiency (assessment of 
which could not be made but for this provision), it is provided that such 
assessment shall not be prevented by the operation of any law (such 
as section 6212 (c) of the code relating to the restriction on further 
deficiency letters) or any rule of law (e. g., res judicata) other than 
section 1235 itself or section 7122, relating to compromises. All provi- 
sions of law not inconsistent with this provision (e. g., the suspension 
of the running of the statute of limitations under section 6503 (a) 
of the code in case a deficiency notice is sent to the taxpayer) will be 
applicable to the assessment of any such deficiency. ‘The assessment 
of a deficiency by the Commissioner under this section may result in 
adjustments in favor of the taxpayer in other taxable years, for which 
no claim for credit or refund could be made because of the operation 
of the limitation contained in section 6511 (a). Accordingly, this sec- 
tion specifically provides that any such credit or refund may be allowed 
under chapter 65, if claim therefor is filed within 1 year after such 
deficiency is assessed. Any such credit or refund may exceed the 
portion of the tax paid within the period prescribed in section 6511 
(b) or (c), whichever is applicable, to the extent the amount of such 
overpayment is attributable to failure to comply with this section. 

Since the section does not affect the problem of determining in 
what taxable year income should be reported, the seller of a patent 
may in some cases receive consideration in the year of sale having a 
fair market value less than his basis in the patent. If he is a pro- 
fessional inventor, he might in this case be entitled to a deduction 
against ordinary income to the extent of his loss. Thereafter, the 
seller nevertheless might realize further gain within the 5-year period, 
which gain would be entitled under this section to be taxed at the 
capital gains rate. In order to prevent the seller from taking an 
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ordinary loss followed by a capital gain on the same transaction, sub. 
section (d) provides that this section shall apply only to gain in excess 
of loss on the same sale or exchange recognized in any previous year 
as a loss from the sale or exchange of other than a capital asset (whether 
an ordinary loss or a loss deductible under section 1221) to the extent 
that such loss was allowed or allowable for any taxable year (whether 
or not the year of sale or any prior or subsequent taxable year) as a 
deduction under section 165 (relating to losses) or under section 172 
(relating to net operating loss). The subsection is intended to relate 
only to gains where prior losses have been taken on the same property 
and the same sale. 

This new treatment relating to sale or exchange of patents is effec- 
tive only with respect to sales or exchanges occurring after the effective 
date of this title, regardless of the taxable year of the taxpayer. 
Section 1236. Dealers in securities 

This section is derived from section 117 (n). There is no substantive 
change. 

Section 1237. Dealers in property 

There is no section in present law corresponding to this provision 
which allows dealers in real property to keep a separate account in 
which they may hold real estate for investment purposes and receive 
partial capital gain or loss treatment on its disposition. A dealer in 
real property is a person who holds real property as inventory or stock 
in trade, or as property held for sale to customers in the ordinary 
course of trade or business. 

Subsection (a) states the rule separating the proceeds of the sale 
of property covered by this section into partly ordinary income and 
partly capital gain or loss. The term “‘gain”’ as used in this subsection 
is defined in the first clause of subsection (d) as equivalent to excess 
of selling price over adjusted basis. Any excess of the selling price 
over the adjusted basis of the property will be considered ordinary 
income except that the amount considered to be ordinary income 
shall not exceed 5 percent of the selling price. If the excess of selling 
price over adjusted basis exceeds 5 percent of the selling price, the 
part of the excess over such 5 percent will be used in determining the 
capital gain. The rules provided for calculation of ordinary income 
and capital gain in subsection (a) are incomplete without reference to 
the treatment of expenditures of sales provided in subsection (d). 

Subsection (d) specifies that for the purposes of determining the 
amount to be reported as ordinary income and the amount to be used 
in computing the capital gain, initially no deduction shall be made 
for expenditures of sale. After the allocation provided in subsection 
(a) of the excess of selling price over adjusted basis, the second clause 
of subsection (d) specifies how the expenditures of sale may be allo- 
cated to each part of such excess of sellling price over adjusted basis. 
These expenditures of sale will first be allowed as deductions against 
gross income but in an amount not greater than the amount reported 
as gross income. Any remainder of expenditures of sale shall be allowed 
as offsets against the amount allocated to the computation of capital 
gain in the same manner that such expenditures are allowed as offsets 
to the selling price in determining the amount realized under section 
1001. The term “expenditures of sale” as used in this section means 
commissions and other selling expenses paid or incurred by the tax- 


payer. 
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Several illustrations of this rule are given: 

(1) Property with an adjusted basis of $10,000 is held in the invest- 
ment account of a noncorporate dealer in real estate for 12 years. 

(A) The property is sold for $20,000, and the expenses directly 
attributable to that sale are $150. The taxpayer will report 
additional gross income of $1,000, and he will add to his deduc- 
tions from gross income $150; he will report as a capital gain 
$9,000. 

(B) If he had sold the property for $10,500, he would have 
reported as gross income $500 and taken the additional deduction 
against gross income of $150, and there would be no capital gain. 

(C) If the taxpayer sold the property for $12,000 and had 
expenses directly attributable to this sale of $800, he would 
have reported as gross income 5 percent of the $12,000, or $600, 
and he would have been able to de duct from gross income $600 
of his expenses. The remaining $200 of expenses would reduce 
the gain realized, so the reported capital gain would be $1,200. 

(2) W here the dealer sells the property through another agent, 
who receives a standard 5 percent commission, the selling expenses 
and the ordinary income would exactly coincide and the net proceeds 
to the dealer-investor would be the amount of the capital gain. The 
other agent reports the 5 percent as ordinary income and takes a 
deduction for his selling expenses. 

Subsection (b) (1) requires that the property acquired for investment 
purposes be so designated within 30 days of acquisition, or prior to the 
90th day after the date of enactment of the Internal Revenue Code 
of 1954. The general rule is specified that this identification shall 
be in such manner as the Secretary by regulations may prescribe, - 
in the absence of such regulations clear identification in the taxpayer’ 
records will suffice. 

Subsection (b) (2) provides that no substantial improvement be 
made in such real property during the period it was held by either the 
taxpayer or members of his family (as defined for purposes of non- 
recognition of loss on transactions between related taxpayers) or dur- 
ing the period held by a corporation controlled by the taxpayer or by 
a partnership which included the taxpayer. 

Subsection (b) (3) provides that property in the investment account 
of a dealer must be held by the taxpayer for 5 years. 

Subsection (d) provides that in the case of property once identified 
as property held for investment, losses on the sale of such property 
will be treated as capital losses whether or not the property was held 
for the full 5 years and whether or not improvements were made on 
the property. In calculating the loss on the sale of such property the 
expenditures of sale will be treated as items to be subtracted in deter- 
mining the amount realized on sale and will not be deductible from 
gross Income. 

Subsection (e) (1) provides that any person may declare a piece of 
property as being held for investment purposes without that fact 
being taken as evidence that the person is a dealer in real estate. 
Anyone who contemplates being a dealer in real estate in the future 

can designate property as belonging in his investment account. If 
such a person sells the property so designated in the future without 
becoming a dealer in real estate in the year of sale, the provisions of 
subsections (a)—-(d) of this section shall not apply. 
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Subsection (e) (2) provides that if real property has once been 
identified by a dealer in such property as being held for investment 
purposes (in the manner prescribed in subsection (b) (1)), any gain 
from the sale or exchange of such property thereafter shall in no 
event be excluded from the reporting provisions of subsections (a) 
and (d). This relates to situations where under present law the 
taxpayer-dealer may be able to establish that the property was held 
for investment purposes as in Carroll (21 B. T. A. 729), and Wineman 
Realty (T. C. M. 791). Under these cases the dealer was able to 
report all of the gain as capital gain. This section provides that if 
the dealer takes advantage of this section to the extent of identifying 
the property as being held for investment purposes, he thereby fore- 
goes the more favorable capital-gains treatment provided under 
those cases and must report the proceeds as partially ordinary income 
and partially capital gains as provided in subsections (a) and (d), 

Subsection (f) provides that this section shall apply to sales of 
property concluded after February 28, 1954. In the case of sales 
concluded prior to the issuance of regulations concerning the manner 
of designating property to be held in the investment account the 
burden is on the taxpayer to provide a clear indication in his records 
that prior to sale and within the period specified in subsection (b) (1) 
the property was identified as investment property. 


Section 1238. Real property subdivided for sale 


This is a new section which permits an individual who is not other- 
wise a real-estate dealer (as defined in connection with the description 
of section 1237) to dispose of a tract of real property, held for invest- 
ment purposes, by subdividing it without necessarily being treated as 
a real-estate dealer with respect to all of his long-term gain. 

Subsection (a) specifies that the sale of a lot or parcel from a tract 
of real property by an individual shall not be regarded as the sale of 
the taxpayer’s stock in trade simply because of the sale of this sub- 
division or of sales activity connected with it. Sales activity con- 
nected with it will include advertising, expenses of agents, and the 
like. Any sales outlays of a permanent nature such as cost of a 
real-estate office which would be usable for selling other real property 
could be taken as evidence that the property is being held primarily 
for sale to customers. If the taxpayer was engaged in several sub- 
dividing activities in one taxable year, he may despite this section 
be held to be a dealer in real estate on the basis of his activity as a 
whole. 

Subsection (a) (1) specifically denies the treatment under this section 
in two situations. This denial covers first the situation where the 
taxpayer previously held the property for sale to customers in the 
ordinary course of trade or business. This denial will not operate in 
the situation where the taxpayer was in a prior year deemed to have 
so held this property if in that year he would have been entitled to 
make use of the provisions of this section. The other situation in 
which the benefits of this section are denied is where the taxpayer in 
the year in which he sells subdivided lots holds other real property 
for sale to customers in the ordinary course of trade or business. 

Paragraph (a) (2) denies the benefits of this section to the proceeds 
of the sale of particular lots on the original tract of real property if 
the particular lots were enhanced in value as a result of substantial 
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improvement anywhere on the tract which improvement was made 
by the taxpayer or was made by either taxpayer buyer pursuant to a 
contract of sale between the taxpayer and the buyer. The improve- 
ment in question here may or may not be on the particular lot sold. 
The tract of real property may have previously been a farm in which 
case the erection of, for example, a barn on the property will not 
increase the value of any lot not containing the barn itself. If, how- 
ever, the taxpayer erects a shopping center on a part of a remote tract 
of unimproved real property and then subdivides and sells the remain- 
ing lots, it is most likely that the value of all of the remaining lots will 
have increased, and this section will not apply. The question of 
whether or not a particular improvement had a substantial effect of 
increasing the value of any particular lot sold will be a question of fact 
in each case. A particular improvement could increase the value of 
some lots and not others. Only the former lots would be disqualified 
from his section. In any case, the use of the word substantial was 
intended to permit the taxpayer to make certain improvements with- 
out losing the benefits of this section. The permissible improvements 
include, but are not limited to, clearing operations and the construc- 
tion of minimum all-weather access roads to each lot sold. Where the 
climate requires it, a minimum all-weather road may include a gravel 
road but not a hard surface road. 

Paragraph (a) (3) requires that for the taxpayer to use the provi- 
sions of this section the particular lot or parcel sold must have been 
held for a period of 5 years. If the lot or parcel was acquired by 
inheritance or devise, no holding period is imposed. 

Subsection (b) provides the rules for computation of tax on the 
sale of lots which qualify under subsection (a). If the taxpayer has 
not made more than five sales of lots from a single tract of real prop- 
erty, through the end of the taxable year, the entire proceeds will be 
treated as the amount realized upon the sale of a capital asset. All 
sales made during or after the year in which the sixth lot from a 
single tract is sold will come under a special 5 percent rule which is 
basically the same rule that is imposed on the sale ef property from the 
investment account of a real-estate dealer. Gain on such sales will 
be reported as ordinary income up to, but not exceeding, an amount 
equal to 5 percent of the selling price. The remainder will be used 
in determining the amount realized on the sale of a capital asset. The 
rule for allocating the expenditures of sale is the same as that applied 
to such expenditures in section 1237. The expenditures may be taken 
as deductions from gross income in determining taxable income only 
to the extent that the gain was reported as ordinary income. The 
remainder of the selling expenditures will be used in determining the 
amount realized on the sale of a capital asset. 

Subsection (c) provides a definition of a “tract of real property.” 
This term shall mean a single piece of real property, with two ex- 
ceptions. Two or more pieces of real property shall be considered 
a single tract if at any time in the previous 5 years they were con- 
tiguous in the hands of the taxpayer. Two or more pieces of real 
property shall also be considered a single tract if they are divided only 
by a road, street, railroad, stream, or similar property. This rule 
means that if the boundary lines of the pieces of real property were 
continued in the same direction in which they were running at the 
time they met the road, street, railroad, stream, or similar property, 
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the two pieces of real property then would meet at more than a single 
point. At any time following the sale or exchange of any lot or parcel, 
if the taxpayer makes no further sales for a period of 5 years, the 
remainder of the original tract will be considered a new single tract 
of real property. This will permit the taxpayer to start counting 
the sales of the first 5 lots again before the special 5-percent rule 
comes into operation. 

Subsection (d) provides an effective date for this section which is 
for taxable years beginning after December 31, 1953. It is provided, 
however, that for the purposes of applying the definition of a tract 
or real property and for the purposes of determining how many sales 
have been made from a tract of real property, sales during the period 
5 years prior to December 31, 1953, will be taken into account. 
Some of these sales may be of no consequence due to the 5-year rule 
provided in subsection (c). If sales were made in 1949, for example, 
these would not fall into the 5-year period if further sales were made 
in 1956. 

Section 1239. Amortization in excess of depreciation 

This section is derived from section 117 (g) (3) without substantive 
change. 

Section 1240. Gain from sale of certain property between spouses or 
between an individual and a controlled corporation 

This section is derived from section 117 (0) without substantive 
change. 

Section 1241. Exchange of property for an annuity contract 

This is a new section which provides rules for handling the tax 
consequences of an exchange of property in return for a series of 
payments which are contingent upon the life expectancy of the seller 
of the property. 

Subsection (a) (1) provides that the taxpayer who sells or exchanges 
property under such an arrangement must include in the amount 
realized on the sale or exchange the value of the annuity contract. 
This contract is to be valued by determining the amount that would 
be charged by a life-insurance company selling an annuity contract 
with similar payment terms. The value of this contract is not to 
be subject to a special discount for the financial condition of the 
particular obligor. The seller of the property shall treat as pro- 
ceeds from the sale of a capital asset, in the year of sale, any excess 
of the amount realized including the value of the annuity over the 
basis of the property given up in the sale or exchange. ‘This is a 
reversal of various court decisions including Burnet v. Logan (283 
U.S. 404 (1931)). If the value of the property and other consideration 
given up in the exchange exceeds the value of the annuity and other 
consideration received the excess may be considered a gift in line with 
the court decisions in Estate of Koert Bartman (10'T.C. 1073), and other 
cases. 

Subsection (a) (2) supplements the operation of section 72 (relating 
to annuities). The provisions of section 72 will apply to the seller of 
the property in this case with the value of the annuity, as determined 
above, aia the consideration paid for the purposes of section 72. 
This paragraph covers the situation in which the obligor, after making 
several payments on the annuity contract, discharges his remaining 
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obligation by the purchase of an annuity from a life-insurance com- 
pany. It is provided in this situation that the original seller of the 
property will continue to include that portion of each an nuity pay- 
ment in gross income as was determined by the application of section 
72 at the time of his first receipt of an annuity payment. 

Section (b) provides the rules for treating the purchaser of the 
property under a contract as described in subsection (a). It is pro- 
vided that these provisions will not apply to a life-i insurance ¢ ompany. 

Subsection (b) (1) provides that the purchaser shall use a tentative 
basis for the property acquired which shall continue in use, subject 
to the ordinary adjustments to basis, until the appearance of mortality 
cain or loss (due to the early death or due to the survival of the annui- 
tant) as defined in subsection (d) (2) of this section. The tentative 
basis shall be determined under the usual basisrules. In determining 
the amount paid for the property the value of the annuity contract, 
computed in the same manner as in subsection (a), shall be taken into 
account and, other property or money that changed hands will also 
be taken into account. If in view of the value placed on the annuity 
contract, there is evidence that property was transferred for inade- 
quate consideration, the usual basis rules in the case of gifts will 
apply to the extent that the transfer of property may be designated 
as a gift. 

Paragraph (b) (2) provides that a portion of each annuity payment 
made by the purchaser of the property may be deducted from gross 
income of the purchaser as interest. The amount of this deduction 
shall be equal to the portion of each annuity payment includible in 
eross income of the annuitant as determined by the application of 
section 72. This is also a departure from the court decisions, e. ¢ 
Gillespie and Sons v. Comm. (154 Fed. 913, cert. den. 39 U. S. 781). 

Paragraph (b) (3) provides that if the purchaser of the property 
purchases an annuity contract from a life-insurance company which is 
payable to himself but which involves the life of the obligee, he will 
include in gross income under this annuity contract an amount exac tly 
equal to his interest deduction notwithstanding the provisions of sec- 
tion 72. The amount of his interest deductions in all cases will go 
back to the computation made on the original contract in the hands 
of the annuitant. 

Paragraph (b) (4) relates to the tax consequences to the purchaser 
of the property arising from the appearance of mortality gain or loss 
under the annuity contract. , Subparagraph (A) provides a rule that 
will apply to the situation where the property acquired has not been 
disposed at the time mortality gain or loss appears, and subparagraph 
(B) provides a different rule if the property has been disposed of prior 
to the appearance of mortality gain or loss. If the property has been 
partly retained and partly disposed of, subparagraphs (A) and (B) 
shall be applied in a proportion determined by the unadjusted basis 
of the property acquired and retained and the unadjusted basis of 
the property acquired and disposed of. 

Subparagraph (A), which operates to the extent that the property is 
retained, provides that mortality gain or loss will first be used to 
adjust the basis of the property in the hands of the purchaser of the 
property, but this adjustment will not be so applied as to reduce the 
basis of the property below zero. The latter restriction may be 
applicable where the property has been subject to rapid depreciation 
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or where there have been distributions on common stock in excess of 
accumulated earnings and profits. Therefore, it is provided that any 
part of the adjustment which is not used by reason of the limitation 
that basis shall not be reduced below zero, shall be applied instead to 
other property. A rule of succession is provided to select such other 
property. First, if the property originally acquired includes property 
of a character subject to the allowance for depreciation, the adjust- 
ment is applied to the basis of other depreciable property held by the 
taxpayer in the year of mortality gain or loss. If the property origi- 
nally acquired was not depreciable property, or if there is no other 
depreciable property in the hands of the taxpayer at the time of 
realization of mortality gain or loss, or if there is an unused adjustment 
after reducing to zero the basis of other depreciable property, then 
the remainder is applied to the basis of the next capital asset or assets 
sold or exhanged until all of the adjustment has been used. Sub- 
paragraph (B) provides that if the property acquired at the time of 
the annuity contract was entered into, Me since been disposed of by 
the taxpayer, and the obligation to pay an annuity retained, mortality 
gain or loss is treated as a current long-term gain or loss on the sale 
of a capital asset. 

Subsection (c) provides that if a taxpayer acquires property with 
a preexisting obligation to pay an annuity, such a taxpayer will calcu- 
late a tentative basis with reference to the value of the annuity con- 
tract at the time he assumed it; and mortality gain or loss shall later 
be recognized by reference to such value. If such property is acquired 
(with a preexisting obligation to pay an annuity) by inheritance or 
devise, it is provided that mortality gain or loss shall be deemed a 
capital gain or loss. 

Paragraph (d) (1) provides a definition of an exchange of property 
for a consideration which involves an annuity contract. This defini- 
tion applies in the case of any consideration which includes a series of 
payments contingent on the life expectancy of the seller of the 
property. If an arrangement is considered to include an annuity con- 
tract under this section, it will also be so considered under section 72, 
in order that the rules of the latter section relating to the includible 
income of the annuitant may be applicable. 

Paragraph (d) (2) provides that for the purposes of this section, 
a mortality gain is the amount by which the value of the annuity 
contract (when acquired by the current obligor) exceeds the aggregate 
of the portions of each annuity payment which have not been allowed 
as interest deductions. A mortality loss is the excess of such payments 
over such value of the contract. If the obligor purchases a commercial! 
annuity contract at any time, which is payable directly to the an- 
nuitant, the amount paid for the commercial contract shall be con- 
sidered an annuity payment for the purpose of the computation of 
mortality gain or loss. 

Subparagraph (d) (2) (B) provides that a mortality gain, if any, is 
realized on the death of the annuitant; and that mortality loss is 
realized partially on each annuity payment as the annuitant exceeds 
his life expectancy and also at the time of the purchase of a commercial 
contract payable to the annuitant, and that the extent of the loss 
recognized at such times is the amount by which the cumulative loss 
after such payments or purchase exceeds the cumulative loss prior 
to such payments or purchase. 
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Subsection (e) provides that these provisions will relate only to 
annuity contracts entered into after the effective date of the tetera 
Revenue Code of 1954. 


SUBCHAPTER Q—READJUSTMENT OF TAX BETWEEN 
YEARS AND SPECIAL LIMITATIONS 


Part I—IncomeE ATTRIBUTABLE TO SEVERAL TAXABLE YEARS 


Section 1801. Compensation from an employment 


This section supersedes section 107 (a) of the 1939 Code, and incor- 
orates two major improvements in the provisions of the existing 
Le 

The first of these improvements is the introduction of the term “an 
employment.” The existing law refers simply to “compensation for 
personal services.” The new term “an employment” is a more specific 

concept and, therefore, more accurately expresses the intended mean- 
ing. This aspect of the existing law has been a source of difficulty in 
determining the particular unit of personal services involved. In 
order to meet the 36-month requirement there is a tendency to com- 
bine various scts of services which in total extend over the required 
period. Likewise, there is a similar tendency to separate various sets 
of services in order to meet the requirement that at least 80 percent 
of the total compensation for all of the services be received or accrued 
in 1 taxable year. If a taxpayer has already received a substantial 
payment prior to the taxable year, he may attempt to segregate the 
prior payment to a different service rendered by him. In order to 
dispose of these difficulties, this section adopts the term “an employ- 
ment.” The general idea underlying the new term is that the com- 
pensation for which tax relief is provided under this section must relate 
to a particular project on which the taxpayer worked, such as a par- 
ticular law case, and not to a set of unrelated services which the 
taxpayer may have performed for the same person. 

The definition of “an employment” is contained in subsection (b) 
of this section. There, the term is defined to mean an arrangement 
or series of arrangements for the performance of personal services 
by an individual or partnership to effect a particular result, regardless 
of the number of sources from which compensation for such services 
is received. This definition will preclude a separation of services 
relating to a particular project, merely because the taxpayer may fave e 
received compensation for such services from different sources. 
Whether the period over which services are performed includes con- 
ference and study time depends upon the circumstances of the case. 
In general, if the compensation received specifically includes confer- 
ence and study time, such time is a part of the total period over which 
the services were performed. The total period of an employment 
includes, of course, portions of the period during which the efforts of a 
taxpayer were unsuccessful in effecting the particular result. 

The second improvement, which will effect a major change in the 
existing law, is contained in subsection (c) of this section, containing 
special rules with respect to partnerships. The general rule of this 
subsection is that a member of the partnership is entitled to the 
benefits of the section only if he has been a member of the partnership 
continuously for a period of 36 months. If, however, the period of the 
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employment immediately preceding the receipt or accrual of the 
compensation is less than 36 months, the individual must have been 
a member of the partnership continuously for the period of employ- 
ment. However, this section is not applicable in any case unless the 
employment actually covers a total period of 36 months or more from 
the beginning to the completion of such employment. It is im- 
material in the application of this section that the taxpayer himself did 
not actually render any services in connection with the employment 
If the taxpayer was not a member of the partnership for the entire 
period during which the compensation was earned by the partnership, 
the spre ading period in the case of such individual is limited to the 
period during which he was continuously a member of the partnership. 
However , the relief provided by this section would not apply in any 
such case, unless the individual had been a member of the partnership 
continuously for a period of at least 36 months preceding the receipt 
or accrual of such compensation by the partnership. 


Section 1302. Income from an invention or artistic work 

This section supersedes section 107 (b) of the 1939 Code, relating 
to gross income received from an artistic work or invention of the 
taxpayer. This section corresponds to the existing law, except 
that in the case of gross income from an invention, if the requirements 
of the section are otherwise met, the maximum period over which 
such income may be spread back has been increased to 60 months 
in lieu of the 36 months provided in the existing law. In all other 
respects, including the definitions of the terms ‘‘invention’”’ and 
“artistic work,” the requirements of the existing law are unchanged. 


Section 1803. Income from back pay 


This section supersedes section 107 (d) of the 1939 Code, and makes 
no substantive changes in any respect in the existing law. 


Section 1804. Rules applicable to this part 

This section contains the rules applicable to part 1 of subchapter Q 
of chapter 1. Subsections (a) and (b) of this section supersede and 
correspond to section 107 (c) and (e) of the existing law, and make no 
changes in these provisions. 

Subsection (c) contains a new provision the purpose of which is 
to overrule the decision in Hofferbert v. Marshall ((C. A. 4th, 1953) 
200 F. (2d) 648). This subsection provides that in computing the 
tax attributable to the amount of an item of gross income allocable to 
a particular taxable year, that.amount shall be considered income only 
of the person who would be required to include the item of gross income 
in a separate return filed for the taxable year in which such item was 
received or accrued. For example, an attorney residing in New 
York in 1955 receives a fee upon completion of an employment which 
began in 1945. All the requirements for the application of section 
1301 are met. The ~ ayer and his wife file a joint return for the 
calendar year 1955. They filed separate returns for the years 1945, 
1946, and 1947, and joint returns in 1948 and subsequent years. 
Under the provisions of subsection (c) of this section no part of the 
total fee received in 1955 but allocable to services performed i in 1945, 
1946, and 1947 can be considered income of the taxpayer’s wife in 
those years, 
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Part II—Muzurication or Errect or Limitations AND OTHER 
PROVISIONS 


Part II of subchapter Q of chapter 1, relating to the mitigation of 
the effect of limitations and other prov ue and containing sections 
1311 through 1315, corresponds to section 3801 of the 1939 Code. 


Section 1311. Correction of error 

This section corresponds, in part, to section 3801 (b) of the 1939 
Code. It sets forth the general rule authorizing an adjustment of 
the tax for a closed year when there is a determination described in 
section 1312. It also sets forth certain conditions which are pre- 
requisites to an adjustment under this part. 

The phrase “or rule of law” has been inserted in section 1311 (a) to 
make clear that an adjustment of the tax may be authorized for a 
year closed by a rule of law, such as res judicata. 

Section 1312. Circumstances of adjustment 

This section describes the circumstances under which an adjustment 
is authorized. These circumstances are similar to those described in 
section 3801 (b) of the former law. 

Section 1312 (3) (A), which corresponds to section 3801 (b) (3) of 
the 1939 Code, has been expanded to apply either where the item of 
income was included in a return filed by the taxpayer or where the tax 
was paid with respect to the item. Accordingly, in addition to the 
cases described in section 3801 (b) (3) of the present code, this pro- 
vision will apply where the taxpayer included the item in a return, 
whether or not tax was actually paid with respect to such item. 

Several changes have been made in the provision, relating to the 
determination of basis, now contained in section 1312 (6). Formerly, 
the provision covered only those determinations of basis “for deple- 
tion, exhaustion, wear and tear, or obsolescence, or for gain or loss 
on a sale or exchange.” The quoted language has been omitted so 
that the provision now applies in case of a determination of basis for 
any purpose. This change makes possible, for example, an adjust- 
ment under section 1311 where an inconsistent position is maintained 
with respect to property disposed of other than by sale or exchange, 
such as the redemption of a debt obligation or the abandonment of 
property. 

Another change makes the provision relating to basis determinations 
applicable where a transaction was erroneously treated as affecting 
the basis of property. Present law limits the adjustment to cases in 
which the basis of the property “depends” on the erroneously treated 
transaction. An example of the change would be a taxable stock 
dividend which the taxpayer erroneously treats as nontaxable and for 
which he makes a reduction in the basis of the old stock. Subse- 
quently the taxpayer successfully asserts that he is entitled to full 
basis for the old stock because the prior treatment of the stock 
dividend was incorrect. The amendment would make section 1311 
applicable inasmuch as the receipt of the stock dividend was errone- 
ously treated as affecting the basis of the old stock. It should be 
noted that section 1311 would also be applicable if the taxpayer failed 
to include the stock dividend in gross income whether or not he in 
fact made an adjustment to the basis of the old stock. 
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The type of errors described in the basis provision have been ex- 
panded to include the erroneous allowance of a deduction for an 
expense properly charged to capital account or, conversely, the 
erroneous charging to capital account of an expense properly de- 
ductible. ‘Thus, if the taxpayer erroneously expenses certain costs 
which should be capitalized and later successfully contends that such 
amounts should have been added to the basis of the asset, an adjust- 
ment will be authorized under section 1311. Similarly, if the tax- 
payer erroneously capitalizes certain costs and the Government re- 
quires that such items be eliminated from basis, relief will be provided 
the taxpayer under section 1311. 

A further change in the provision relating to the determination of 
basis makes possible an adjustment in case the taxpayer with respect 
to whom the error occurred already owned the property at the time of 
the erroneously treated transaction, as well as in the case provided 
for under present law where such taxpayer acquired the property in 
the erroneously treated transaction. ‘The effect of the amendment is 
significant only when the taxpayer with respect to whom the error 
occurred has transferred the property by gift. The operation of this 
change may be illustrated by the case of the stock dividend discussed 
above. Under present law, an adjustment would not be authorized 
against a taxpayer who owned the old stock at the time of the stock 
dividend, if such taxpayer subsequently transferred the old stock to 
adonee. This would result because the taxpayer who owned the old 
stock at the time of the stock dividend did not acquire the old stock 
in the erroneously treated transaction. ‘The bill provides, however, 
that the adjustment may be made since the taxpayer held the old 
stock at the time of the erroneously treated transaction. 


Section 1313. Definitions 

This section defines the terms used in this part. These definitions 
correspond to those contained in section 3801 (a) of the 1939 Code. 

The definition of determination now contained in section 1313 (a) 
has been modified to include an informal agreement executed by the 
taxpayer and a representative of the Treasury Department. Under 
the bill the Secretary will have the authority to prescribe regulations 
governing such agreements. It is anticipated that such informal 
agreements may be executed in the field, thereby eliminating the neces- 
sity of delaying an adjustment until a closing agreement can be ap- 
proved, or a final decision of a court obtained, or until there is final 
action on a claim for refund. In order to expedite the disposition of 
these cases, it will be possible, as under existing practice, for the parties 
to effect a settlement for the taxable years involved on a net basis. 
However, it should be noticed that if such determinations are altered 
or revoked, appropriate adjustments are made under section 1314 (d). 

The definition of related taxpayer now appearing in section 1313 (c) 
has been expanded to include corporations which are members of an 
affiliated group, as this term is defined in the provisions relating to the 
filing of consolidated returns. 


Section 1314, Amount and method of adjustment 


This section, relating to the amount and method of making an 
adjustment, corresponds to provisions appearing in section 3801 (c), 
(d), (e), (f), and (g) of the 1939 Code. 
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The method for ascertaining the amount of an adjustment provided 
in section 1314 (a) has been altered so as to make possible an adjust- 
ment even though no tax liability was incurred for the year in which 
the error occurred. Under present law the adjustment may be made 
only with respect to the tax for the year of error since no provision is 
made for correcting the tax of earlier or subsequent years affected by 
carryovers or carrybacks. The relief accorded the taxpayer may 
therefore be wholly inadequate if an exclusion from income or the 
allowance of a deduction is made in a prior year in which the tax- 
payer experienced a net loss. The Government also stands to lose 
under the present provisions if the adjustment in the prior year 
is by way of an inclusion in income or the disallowance of a deduc- 
tion where, because of the existence of carryovers and carrybacks, 
the effect of the adjustment would be in taxable years other than 
the taxable year of the inclusion or disallowance. 

Under the amendment, the adjustment will be made not only for 
the year of the error, but also in any other taxable year affected by a 
net operating loss deduction or capital loss carryover determined with 
reference to the year of the error. The adjustment will be made 
only for years for which correction is otherwise prevented by some 
provision of law or rule of law. However, if the effect of the correc- 
tion of the error applies to years which are not closed at the time of 
the determination, no adjustment under section 1311 is authorized. 
The tax for such years must be adjusted in accordance with the 
generally applicable procedures for assessing deficiencies or claiming 
refunds. 

In section 1314 (b), relating to the manner of making an adjust- 
ment, there has been inserted a new provision to take care of the 
problems which will arise in the event a determination described in 
section 1313 (a) (4) is subsequently altered or revoked. Section 
1314 (b) provides that the amount of the adjustment pursuant to 
such determination shall be redetermined on the basis of such altera- 
tion or revocation, and any overpayment or deficiency therefrom 
treated as an adjustment under section 1311. 

The only change made in the provision now set forth in section 
1314 (c), formerly section 3801 (e), is to indicate that an adjustment 
based upon a determination described in section 1313 (a) (4) may be 
subsequently redetermined if such determination is altered or revoked. 


Section 1815. Effective date 


This section sets forth the effective date for part II. The pro- 
visions of part II, including the modifications made in the former 
law, are applicable in making an adjustment if the determination 
which results in the adjustment is made more than 90 days after the 
enactment of this act. For example, the new provisions relating to 
the making of adjustments in cases involving a net operating loss 
deduction may be applied in making an adjustment with respect to 
1945, if the determination resulting in the adjustment became final 
after the prescribed time. However, if the determination became 
final before 90 days after the enactment of this act, the provisions 
of the 1939 Code remain applicable in making the adjustment. 
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Parr Il[—Invo.iunrary LiquIpDATION AND REPLACEMENT OF Liro 
INVENTORIES 


This corresponds to section 22 (d) (6) of the 1939 Code. However, 
the period within which the taxpayer may elect to have the involuntary 
liquidation provisions apply has been extended for 1 year (that is, to 
taxable years ending after June 30, 1950, and prior to January 1, 1955), 


Parr [V—War Loss Recoveries 


This part consists of sections 1331 to 1337, inclusive. These sec- 
tions erg to the existing provisions contained in section 127 
(c) (1), (2), (3), (4), (5), (d), and ( (e) and (f), respectively. 

These sections make no change in the existing law, except este 
ing as required by the rearrangement. The provisions contained | 
the present section 127 (a) and (b) have been omitted, since they are 
applicable only to pre-1954 taxable years, 


Parr V—Cuiam or Ricur 


Section 1341. Computation of tax where taxpayer restores substantial 
amount held under claim of right 


If the taxpayer included an item in gross income in one taxable year, 
and in a subsequent taxable year he becomes entitled to a deduction 
because the item or a portion thereof is no longer subject to his un- 

restricted use, and the amount of the deduction is in excess of $3,000, 
the tax for the subsequent year is reduced by either the tax attrib- 

utable to the deduction or the decrease in the tax for the prior yea 
attributable to the removal of the ay whichever is greater. Under 
the rule of the Lewis case (340 U. S. 590 (1951)), the taxpayer is 
entitled to a deduction only in the year of repayment. 

In the case of a cash-basis taxpayer, in order to be entitled to a 
deduction in the later year, the amount must be repaid. However, 
in the case of an accrual-basis taxpayer, if the item was accrued but 
never received, the section applies when the deduction accrues in the 
later year although there is, of course, no amount to be repaid. Where 
an accrual-basis taxpayer has received the item, the time of accrual 
of the deduction again determines when the section comes into opera- 
tion. 

The section will not apply in the case of a bad debt. Even though 
a debt is uncollectible, the taxpayer does not lose his unrestricted right 
to the money. The section is specifically made inapplicable to sales of 
inventory, stock in trade, ete. An accrual basis taxpayer may instead 
estimate sales returns and guaranties in accordance with section 462 

The section will apply to cases of transferee liability such as 
Arrowsmith v. Commissioner (344 U. S. 6 (1952)). Thus, while the 
deduction in the current year is capital i in nature, the taxpay er is not 
deprived of all relief because his tax is reduced at least to the extent 
of the tax attributable to the prior inclusion. 

In computing the tax reduction for the prior taxable year attribut- 
able to the removal of the item in question, if the earlier year would 
otherwise be closed, no other items may be adjusted. owever, to 
the extent that adjusted gross income or taxable income may be 
changed, items such as the medical and charitable deductions which 
are dependent upon income may also be affected. 
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Whenever the decrease in tax for the prior year is greater than the 
tax for the taxable year (without the deduction attributable to the 
item in question), the excess is treated as a payment of tax on the 
last day prescribed by law for payment for the taxable year and will 
be refunded or credited as an overpayment for that year. 


Part VI—OruHer LimitTaATIons 


This part combines sections 128 and 106 of the 1939 Code. No 
substantive changes are made. 


CHAPTER 2—TaAx ON SELF-EMPLOYMENT INCOME 


This chapter, relating to the tax on self-employment income, 
corresponds to subchapter E of chapter 1 of the 1939 Code. No sub- 
stantive changes have been made, but as a result of changes made 
elsewhere, it has been necessary to make two changes in this chapter 
in order to maintain similarity of treatment of self-employment in- 
come. In section 1402 (a), which defines net earnings from self- 
employment, there has been inserted a provision specifically disallow- 
ing the deduction for personal exemptions. Under the former law, 
personal exemptions were not taken into consideration in computing 
the net earnings from self-employment, but this provision becomes 
necessary since under the new law a deduction, not a credit, is allow- 
able for the personal exemptions. ‘The other change merely conforms 
the description of income from a partnership to the term used in the 
new law. 


CHAPTER 3—-W ITHHOLDING OF TAX ON NONRESIDENT ALIENS 
AND FOREIGN CORPORATIONS AND TAX-FREE COVENANT 
BonpDs 

SUBCHAPTER A—NONRESIDENT ALIENS AND FOREIGN 

CORPORATIONS 


This subchapter combines sections 143 (b) and (h) and section 144 
of the 1939 Code. No substantive change is made. 


SUBCHAPTER B—TAX-FREE COVENANT BONDS 
This subchapter corresponds to section 143 (a) of the 1939 Code. 
No substantive change is made. 
SUBCHAPTER C—APPLICATION OF WITHHOLDING 
PROVISIONS 


_This subchapter combines sections 143 (c)-(g) of the 1939 Code 
No substantive change is made. 
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CHAPTER 4— RULES APPLICABLE To RECOVERY OF EXcEssivre 
Prorits ON GOVERNMENT CONTRACTS 


SUPRCHAPTER A—RECOVERY OF EXCESSIVE PROFITS 
ON GOVERNMENT CONTRACTS 


This subchapter combines sections 650 and 651 of the 1939 Cod 
No substantive changes are made. 


SUBCHAPTER B—LITIGATION OF EFFECT OF RENEGO- 
TIATION OF GOVERNMENT CONTRACTS 


This subchapter corresponds to section 3806 of the 1939 Code. 
No substantive change is made, 

Section 1481. Mitigation of effect of renegotiation of Government contracts 

The provisions of subsections (a), (b), and (ce) of this section corre- 
spond, with appropriate editorial changes and deletions, to the pro- 
visions of section 3806 of the 1939 Code. 

Subsection (d) of this section provides that if the excessive profits 
eliminated through renegotiation relate to profits of a taxable year 
subject to the 1939 Code, as amended, the adjustments in respect of 
such renegotiation are to be made under the provisions of section 
3806 of that code. 


Cuarrer 5—Tax on TRANSFERS TO Avoip INCOME Tax 


This chapter combines sections 1250, 1251, 1252, and 1253 of the 
1939 Code. 


CHAPTER 6—CONSOLIDATED RETURNS 
SUBCHAPTER A—GENERAL PROVISIONS 


Section 1501. Consolidated returns 

This is a reenactment of section 141 (a), (h), and (i) of the 1939 
Code. There has been deleted the requirement formerly found in 
section 141 (a), supra, that all members of the affiliated group con- 
sent to all of the consolidated return regulations prescribed prior 
to the last day prescribed by law for the filing of such returns. Since 
all of the rules of a legislative nature will be found in this chapter, 
it is unnecessary to require that the members of the group consent 
to such rules. It is, however, required that the filing of the return 
must, pursuant to regulations, be authorized by all corporations 
which were members of the affiliated group during the taxable year. 
This was the rule under section 141, supra. Such authorization is 
binding for the taxable year and each year thereafter for which the 
making of a consolidated return is required. The section also reflects 
the provisions formerly found in section 24.12 of Regulations 129. 


Section 1502. Definitions 

Except with respect to the change of the stock ownership require- 
ment from 95 to 80 pércent, subsection (a), “Affiliated group,” is 
similar to section 141 (d) of the 1939 Code with the addition of the 
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related rules formerly found in section 24.2 of Regulations 129 which 
provided rules for determining when an affiliated group is formed 
and when @ corporation becomes or ceases to be a member of such 
croup. These rules are unchanged. 

In connection with this definition, it is contemplated that regulations 
substantially similar to those presently included in section 24.2 (b) 
of Regulations 129 will be promulgated by the Secretary or his dele- 
vate. ‘These are in large measure explanatory of the above described 
provisions. 

Subsection (b), “Includible corporation,” is a reenactment of sec- 
tion 141 (e) of the 1939 Code modified by deleting the provisions which 
related to the excess profits tax. 

Subsection (c), ‘“Includible insurance companies,” is a reenactment 
of section 141 (f) with an additional sentence reflecting section 24.2 (b) 
(1) of Regulations 129. 

Subsection (d), “Subsidiary formed to comply with foreign law,” 
is a reenactment of section 141 (g) and in addition reflects the pro- 
visions of section 24.2 (b) (2) of Regulations 129 which interpreted 
the statute. 

Subsection (e), “Consolidated return period,” is similar to section 
24.2 (c) of Regulations 129 and subsection (f), “Subsidiary,” is similar 
to section 24.2 (d) of Regulations 129. 

Subsection (g), ““Tax,”’ is similar to section 24.2 (e) of Regulations 
129, except that the taxes referred to are those imposed by this 
subtitle rather than the taxes referred to in the 1939 Code. 


’ 


Section 1503. Applicability of other provisions of law 
This provision is similar to section 24.3 of Regulations 129. 


Section 1504. Exercise of privilege 

This section is the substance of section 24.10 (a) and (b) of Regula- 
tions 129 without the material which is explanatory or administrative 
innature. Authority is provided for the Secretary or his delegate to 
repromulgate these rules or such others as may be necessary. Thus, 
for example, it is contemplated that the Secretary or his delegate, 
pursuant to this section, will again require that if a so-called tentative 
return is filed upon a separate or a consolidated basis, the payments 
made and to be made must be adjusted in a manner satisfactory to the 
Treasury Department if a different basis is used when the return is 
filed. 
Section 1505. Consolidated returns for subsequent years 

This section is substantially similar to section 24.11 of Regulations 
129. The first subsection is similar to subsection (a) of that section 
except that it is amended to make clear that the expiration of a pro- 
vision of law will be a sufficient basis for the allowance of a new elec- 
tion pursuant to paragraph (2) in the same manner as if there had 
been an amendment to the law. Thus, for example, if an amendment 
to the law achieving the same result would have given rise to a right 
of election had such amendment been made after the exercise of the 
election to make consolidated returns, the fact that the change in the 
law applicable to corporations occurs by reason of the expiration of a 
provision of the law shall have the same effect. 

Paragraph (2) of this section is intended by your committee to 
operate with respect to changes in subtitle A of the code whenever 
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a return is required by law to be filed after a change in the law js 
made. Thus, a change in the law which occurred in January or 
February of one year would give rise to a right of election with regard 
to the return to be filed for the previous year on April 15 or such 
later date as the Secretary or his delegate may (by extension of 
time) permit. This provision has no ms vance to the applicability 
of the change in the law or with respect to the year to which such 
change is first effective. The principle reflected here is a reflection 
of the view of your committee that the election to file returns upon a 
consolidated basis is a long-term decision. Unless the law is changed, 

the affiliated group which elects to file a consolidated return in one 

year is expected to continue to file such a return for all later years. 
Accordingly, if a change is made, the fact that the change itself, for 
example, is not applicable to the year for which the next ‘Teturn is to 
be filed is not significant. For example, if the affiliated group files a 
return for the calendar year 1953 on September 15, 1954, the pro- 
visions of this subtitle, if enacted prior to such date, although only 
applicable to taxable years beginning after December 31, 1953, will 
provide a right to file separate returns for the taxable year 1953 even 
though consolidated returns were filed for 1952, and even though the 
changes made in this subtitle have no application to the return to be 
filed for the taxable year 1953. As a corollary to this, a return to be 
filed for the taxable year 1954 must be a consolidated return if a con- 
solidated return was filed for the taxable year 1953, even though the 
provisions of law applicable to the taxable year 1954 are of the type 
described in paragraph (2). 

In addition, the rule has been changed by requiring that any change 
which will give rise to a new election because it makes it “less advan- 
tageous to affiliated groups as a class the continued filing of consoli- 
dated returns” must make such filing “substantially” less advantageous. 

Subsections (b), (c), and (d) are similar to section 24.11 (b), (c) 
and (d) of Regulations 129. 


Section 1506. Making consolidated return and filing other forms 

This section is intended to authorize the Secretary or his delega 
to prescribe necessary regulations in most respects similar to those now 
found in section 24.12 of Regulations 129. 


Section 1507, Change in affiliated group during taxable year 

This section is similar to section 24.13 of Regulations 129. As was 
the case under Regulations 129, none of these provisions have any 
bearing upon the question whether a consolidated return may or must 
be made but relate only to the effect of changes in the affiliated group 
during the taxable year. 


’ 


Section 1508. Accounting period of an affiliated group 

This section is similar to section 24.14 of Regulations 129. 
Section 1509. Liability for tax 

This section is similar to section 24.15 of Regulations 129. 


Section 1510. Common parent corporation agent for subsidiary 

This section is similar to section 24,16 of Regulations 129, except 
for the deletion of examples and other material which it is assumed 
will be supplied by the Secretary or his delegate in regulations. 
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Section 1611. Waivers 
This section is similar to section 24.17 of Regulations 129. 
Section 1512. Failure to comply with provisions of this chapter 
This section is similar to section 24.18 of Regulations 129. 


Section 1618. Tentative carryback adjustments 

This section is similar to section 24.19 of Regulations 129. 
Section 1514. Computation of tax 

This section is similar to section 24.30 of Regulations 129 modified to 
reflect the provisions of this subtitle as distinguished from the related 
provisions of the 1939 Code and to eliminate material related to the 
excess-profits tax. This section in Regulations 129 provided the basic 
rule for the imposition of tax. Thus, under the 1939 Code, the tax 
of a corporation was levied upon inter alia its normal! tax net income 
and its corporation surtax net income. Section 24.30, supra, pro- 
vided that the tax liability of each corporation for the period during 
which it was a member of the affiliated group which filed a consoli- 
dated return should be imposed upon the consolidated normal! tax 
net income and the consolidated corporation surtax net income of the 
group. 

Consistent with the imposition of the normal tax upon the “taxable 
income” of a separate corporation under section 11 (b), and the 
imposition of the surtax upon the taxable income plus the aggregate 
of the deductions of the several affiliated corporations allowable under 
section 242 under section 11 (c), the section provides for the determin- 
ation of the tax liability of an affiliated group which files a consolidated 
return by reference to the consolidated taxable income and the 
consolidated taxable income plus the aggregate of the deductions of 


the several affiliated corporations allowable under section 242. In 
addition, the references to section 102, section 201, and subchapter 
A have been deleted and appropriate substitutes provided. 


Section 1515. Basis of tax computation 

This section is similar to the introductory material found in section 
24.31 of Regulations 129 before the beginning of subsection (a). In 
order to make the use of the consolidated returns more simple, the 
former section 24.31 has been broken up into two subchapters and, in 
general, the provisions that were formerly paragraphs have been made 
into sections. Thus, section 24.31 provided for the computation of tax 
liability pursuant to section 24.30 “subject to the definitions and rules 
of computation set forth in paragraphs (a) and (b) of this section.” 
Section 1515 provides that the determination shall be ‘subject to the 
definitions and rules of computation set forth in subchapters B, C, and 
D of this chapter. This refers, in addition, to the special rules which 
were applicable to the computations but which were included in 
separate sections beginning with section 24.32 of Regulations 129. 


SUBCHAPTER B—DEFINITIONS 


Section 1521. Consolidated taxable income 

In substance, this section is similar to section 24.31 (a) (1) of Regu- 
lations 129. A definition was there provided for consolidated net 
income. The computation of the tax upon inter alia consolidated 
normal tax net income and consolidated corporation surtax net in- 
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come was made by reference to the application of certain credits which 
were consistent with the credits provided against net income in the 
computation of the tax of a separate corporation. Under the pro- 
visions of this subtitle, however, the tax is imposed upon the taxable 
income. The items which were formerly credits have been made 
deductions. The computation of taxable income is in most respects 
similar to the computation of net income under the 1939 Code 
Accordingly, in this section provision is made for the deduction of the 
items which were formerly credits. These are the consolidated part 
VIII deduction and the consolidated section 922 deduction. 

In addition, the provisions of (C) formerly paragraph (i) (c) have 
been modernized to reflect the new provisions governing the computa- 
tion of the deduction for charitable contributions provided i in section 
170 of this title. 


Section 1522. Consolidated net operating loss deduction 

This section is similar to section 24.31 (a) (2) of Regulations 129. 
It has been modified to reflect the new rule provided by your com- 
mittee in section 172 that a net operating loss carryover is not to be 
modified by applying the modifications of section 172 (d) in computing 
the net operating loss deduction. 
Section 1523. Consolidated net operating loss carryovers 

This section is substantially similar to section 24.31 (a) (3) of 
Regulations 129 except that the reference in the parenthetical phrase 
to a third or fourth preceding taxable year beginning prior to January 
1, 1950, has been deleted so that the reference is now solely to a fifth 
preceding taxable year. 
Section 1524. Consolidated net operating loss carrybacks 

This section is similar to section 24.31 (a) (4) of Regulations 129 
except for the change made in the language to reflect the change made 
in section 172 from a 1-year carryback of a net operating loss to a 
2-year carryback of such loss. 
Section 1525, Consolidated net operating loss 

This section is similar to section 24.31 (a) (5) of Regulations 129. 
Section 1526. Consolidated section 1231 net loss 

This section is similar to section 24.31 (a) (6) of Regulations 129. 
Section 1527. Consolidated net capital gain 

This section is similar to section 24.31 (a) (7) of Regulations 129. 
Section 1528. Consolidated section 1231 net gain 

This section is similar to section 24.31 (a) (8) of Regulations 129. 
Section 1529. Consolidated net capital loss carryover 

This section is similar to section 24.31 (a) (9) of Regulations 129. 
Section 1530. Consolidated net capital loss 

This section is similar to section 24.31 (a) (10) of Regulations 129. 
Section 1531. Consolidated part VIII deduction 


This section is substantially similar in effect to section 24.31 (a) (1 1), 
(12) and (14) of Regulations 129. These provisions provided the 
adjustments of consolidated net income necessary in the computation 
of consolidated normal tax net income, consolidated adjusted net in- 

















ce 
pi 
W 


Pel 


oO 


91 
al 





INTERNAL REVENUE CODE OF 1954 A30l 


come, and the consolidated section 26 (b) credit. The consolidated 
part VIII deduction provides for a deduction on a consolidated basis, 
with respect to all of these items. 

Section 1582. The consolidated section 247 deduction 

The credit for dividends paid by public utilities on preferred stock 
now a deduction determined by reference only to those corpora- 
ons, members of the group, which are public utilities. It is provided 
that this deduction shall be on a consolidated basis. 


1c 
i 


Section 1683. Consolidated section 922 deduction 

This section is similar to section 24.31 (a) (16) of Regulations 129 
and is changed only to reflect the fact that the former Western 
Hemisphere trade corporation credit is a deduction. 


Section 1584. Consolidated net-long term capital gain 

This section is similar to section 24.31 (a) (18) of Regulations 129, 
Section 1585, Consolidated net short-term capital loss 

This section is similar to section 24.13 (a) (10) of Regulations 129. 
Section 1586, Consolidated accumulated taxable income 


This section is based on section 24.31 (a) (20) and (21) of Regula- 
tions 129. ‘These provisions provided that the consolidated section 
102 net income was the consolidated net income as adjusted by certain 
adjustments, and after such adjustments had been made was further 
adjusted by the consolidated basic surtax credit. Under section 102 
of the 1939 Code these provisions were made as specific items, that is, 
the item by item deduction from net income was made and then, the 
net imcome was further reduced by the basic surtax credit. The basic 
surtax credit was computed by reference to other item by item ad- 
justments, The new rules provided in section 531 provide for a 
determination of the equivalent of the section 102 net income by 
means of a substantial number of item by item adjustments made, 
each one individually, directly to the taxable income. The consoli- 
dated rules have been changed to reflect the new pattern. 


Section 1587. Consolidated section 561 dividend paid deduction 


This section is equivalent to section 24.31 (a) (24) of Regulations 
129. Itis, however, adjusted to accord with the pattern of section 561. 


Section 1588. Consolidated gross income 


This section is new and reflects the rule of section 542 that where an 
affiliated group files a consolidated return, and meets certain other 
qualifications, the determination of the gross income for the purpose of 
the application of the personal holding company tax provided by sec- 
tion 541, shall be made by reference to the consolidated gross income. 


Section 1689, Consolidated undistributed personal holding company in- 
come 


This section is new and reflects the rule of section 542 which provides 
for the determination of the portion of the income which is personal 
holding company income in the case of certain groups of affiliated 
corporations filing a consolidated return, by reference to the consoli- 
dated personal holding company income. 


44140°—54——-97 








A302 INTERNAL REVENUE CODE OF 1954 


Section 1540. Consolidated personal holding company income 

This section is a reflection of section 24.31 (a) (22), (23), (24), (25), 
(27), (28), and (29) of Regulations 129. By reason of the structure of 
the statute under the 1939 Code, it was necessary to provide numerous 
definitions and computations to yield a result on ag@onsolidated basis 
which was consistent with that which was reached¢on a separate 
corporation basis. In sections 541 and following of this subtitle, 
however, the undistributed personal holding company income is 
determined by adjusting taxable income directly by a number of 
specific items. Consistently, in the consolidated returns rules, it has 
been provided that consolidated taxable income shall be adjusted by 
the same items placed on a consolidated basis. 


Section 1541. Consolidated deficiency dividend deduction 


This section is the equivalent of section 23.31 (a) (24) and (25) of 
Regulations 129, It is adjusted only to reflect the new pattern appli- 
cable to separate corporations. 


Section 1542. Consolidated dividend carryover 

This section is similar to section 24.31 (a) (26) of Regulations 129, 
Section 1543. Consolidated section 601 deduction 

This section is substantially similar to section 24.31 (a) (29) of 
Regulations 129. The deduction provided here was formerly the 
section 26 (d) credit allowable to bank affiliates. The change reflects 
the change from a credit to a deduction. 
Section 1544. Consolidated life-insurance-company taxable income 

This section is similar to section 24.31 (a) (30) and (31) of Regula- 
tions 129, Formerly the tax with respect to imsurance companies 
taxable under section 201, was determined with respect to the adjusted 
normal tax net income of life-insurance companies and adjusted cor- 
poration surtax net income of life-insurance companies. The tax is 
now determined with respect to life-insurance-company taxable 
income. Accordingly, it is provided that the tax, in the case of an 
affiliated group filing a consolidated return, shall be determined with 
respect to consolidated life-insurance-company taxable income. 
Section 1545. Consolidated section 804 deduction 

This section is similar to section 24.31 (a) (32) of Regulations 129. 


Section 1546. Consolidated section 806 adjustment 

This section is similar to section 24.31 (a) (33) of Regulations 129, 
changed to reflect the change in the provisions of this subtitle appli- 
cable to insurance companies. 
Section 1547, Consolidated 1954 life-insurance-company taxable income 

This section is similar to section 24.31 (a) (91) of Regulations 129 
except for the reference to “1953” which has been changed to “1954”. 
Section 1548. Consolidated reserve interest credit 

This section is similar to section 24.31 (a) (92) of Regulations 129. 


Section 1549. Consolidated mutual insurance company taxable income 
Under prior law, mutual insurance companies were taxed upon 

normal tax net income and corporation surtax net income. In the 

new provisions prepared by your subcommittee, the application 
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of the tax is upon the mutual insurance company taxable income. 
This provision provides for a definition with respect to mutual insur- 
ance company taxable income upon a consolidated basis. 


SUBCHAPTER C—COMPUTATIONS 


Section 1621. Taxable income 


This section is substantially similar to section 24.31 (b) (1) of 
Regulations 129. ‘The rules contained in regulations are retained 
except insofar as modified to reflect changes in this subtitle. Most of 
_— changes reflect only changes from the treatment of various 

ems as credits to confrom to their treatment as deductions. Thus, 
fo formal it was unnecessary to provide for the disallowance of deduc- 
tions with respect to dividends received and dividends paid by public 

tility companies upon their preferred stock because these items, 
alt hough computed on a consolidated basis were not considered in 
determining net income. Since the items are now allowed as a de- 
duction in the computation of taxable income, it is necessary in order 
to reflect these items on a consolidated basis to provide for their 
disallowance in the computation on the separate basis. Thus, it is 
provided in this section that no deductions under section 243, 244, 
245, 247, or 922 shall be taken into account. 

In addition, the section is changed by providing for the disallowance 
of amounts includible in income by reason of a distribution of inven- 
tory which has been valued on a last-in first-out-basis. It is improper 
to reflect income in the consolidated computation by reason of a 
transaction between members of the group and in addition, the tax 
avoidance against which section 308 (b) does not occur when an 
intercompany transfer of inventory occurs because the basis of the 
assets carries over to the recipient corporation. 

For similar reasons a new provision has been added to avoid the 
treatment of the proceeds of stock of an inactive corporation as 
defined in section 353 (c) because here too there is merely an inter- 
company distribution or transfer. 

The provisions of this section provided for the computation of net 
income for consolidated returns purposes without disregarding inter- 
company gains and losses if the affiliated group so desired and the 
Commissioner approved. It is assumed that although this rule is 
not continued, the Commissioner will not deny to those groups which 
used this basis of computing on consolidated returns the right to 
continue. In the exercise of his administrative discretion, it is the 
understanding of this Committee that the Commissioner has for many 
years permitted the filing of consolidated returns without disregarding 
profit or loss on intercompany transactions where in his opinion no 
distortion of income or tax avoidance occurred. It is assumed that 
the Secretary or his delegate will continue to approve this practice in 
proper cases, 


Section 1622. Other computations on separate basis 


This section is similar to section 24.31 (b) (2) of Regulations 129, 
except that provision has been made for the inclusion of the gain 
required to be included in income in a case to which section 356 (2) is 
applicable, 
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Section 1623. Limitations on net operating loss carryovers, and car; Y= 
backs for separate return years 


This section is similar to section 24.31 (b) (3) of Regulations 129. 


Section 1624. Law applicable to computations of carryovers and carry- 
backs 
This is new and reflects the provisions of section 172 relating to the 
period of transition between this code and the 1939 Code by reference 
to net operating loss carryovers and carrybacks which are reflected 
in years subject to the 1939 Code and subject to this code, 


Section 1625, Limitations on absorptiun of net operating loss, dividend 
carryovers 
This section is similar to section 24.31 (b) (6) of Reculations 129. 


Section 1626. Apportionment of consolidated net operating loss 
This section is similar to section 24.31 (b) (7) of Regulations 129. 


Section 1627. Apportionment of consolidated net capital loss 
This section is similar to section 24.31 (b) (8) of Regulations 129. 


Section 1628. Limitation of net capital loss carryover for separate return 
year 
This section is similar to section 24.31 (b) (11) of Regulations 129, 


Section 1629. Qualification on deduction where group membership changes 
after date of enactment of this title 

This section is similar to section 24.31 (b) (10) of Regulations 129. 
except that in lieu of the date March 14, 1941, it has been provided 
that the restrictions of the section are applicable by reference to 
changes of membership in the affiliated group occurring after the date 
of enactment of this title. The provisions of this section were designed 
to prevent tax avoidance by reason of the acquisition of members 
with previously acquired or attributable losses, deductions, etc., after 
March 14, 1941. This is the date of promulgation of the consolidated 
excess profit tax, Regulations 110, relating to the excess profits tax of 
World War II. It is believed that by reason of the many changes 
in the law and the passage of approximately 12 years it is proper to 
remove the restrictions except with respect to changes in group 
membership occurring after the date of enactment of this title. 


Section 1630. Loss to group of investment in an affiliate 
This section is similar to section 24.31 (b) (25) of Regulations 129. 


Section 1631. Disposal of timber or coal 
This section is similar to section 24.31 (b) (28) of Regulations 129. 


Section 1632. Mine exploration expenditures 
This section is similar to section 24.31 (b) (30) of Regulations 129. 


Section 1633. Apportionment of unused dividend carryover and allowance 
of consolidated deficiency dividends deduction 
Subsection (a) of this section is similar to section 24.31 (b) (9) of 
Regulations 129. Subsection (b) provides for the allowance to the 
corporations which were included in a consolidated return of a de- 
ficiency dividend deduction in any case in which the affiliated group 
is under section 547 determined to be liable to tax on consolidated 
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undistributed personal holding company income. Thus, a distribu- 
tion of dividends to other than members of the affiliated group will 
meet the requirements of section 547, 
Section 1634. Net operating loss deduction and dividend carryover before 
or after consolidated return 

This section is similar to section 24.31 (d) of Regulations 129. It 
has been changed only to reflect the fact that a 2-year carryback is 
allowable rather than only 1 year as was the case with respect to the 
years to which Regulations 129 was applicable. 


SUBCHAPTER D—SPECIAL RULES 


Section 1701. Method of computation of income for period of less than 
12 months 
This section is similar to section 24.32 of Regulations 129. There 
has been eliminated a sentence which provides for allowance of the 
credits allowable under sections 13 and 15 of the 1939 Code. 


Section 1702. Gain or loss from sale of stock or bonds or other obligations 
This section is similar to section 24.33 of Regulations 129. 
Section 1708. Sale of stock—basis for determining gain or loss 
This section is similar to section 24.34 of Regulations 129, except 
that the provisions of subsections (d) relating to the definition of “loss”, 
“consolidated loss” and “net loss or net operating loss’ have been 
changed to reflect the fact that these losses may be losses incurred 
not only during the years to which the several revenue acts and the 
1939 Code were applicable, but also during years to which this 
subtitle is applicable. 


Section 1704. Sale of bonds or other obligations—basis for determining 
gain or loss 


This section is similar to section 24.35 of Regulations 129. 


Section 1705, Limitations on allowable losses on sale of stock or bonds or 
other obligations 

This section is similar to section 24.36 of Regulations 129, 
Section 1706, Liquidation-recognition of gain or loss 

This section is in most respects similar to that provided by section 
24.37 of Regulations 129. It was there provided that a loss would be 
allowable upon a liquidation to which section 112 (b) (6) was not 
applicable only in a case in which the loss upon liquidation was 
attributable to the bona fide determination of the business and opera- 
tions of a member of a group. This situation usually only existed 
where the subsidiary was insolvent. Under the new liquidation rules 
to be found in section 331 the securities of a subsidiary held by its 
parent is treated as if it were the stock of such corporation. The 
treatment upon liquidation is the same without regard to whether the 
parent holds stock or bonds. It is therefore no longer significant 
whether with respect to parent corporation the subsidiary is insolvent. 
Accordingly, consistent with section 331, this section provides that 
wherever there is a liquidation no gain shall be recognized but loss shall 
be recognized in any case in which there is a bona fide termination of 
the business and operations of the member of the group which is 


liquidated, 
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Section 1707. Basis of property 

This section is similar to section 24.38 of Regulations 129, 
Section 1708, Inventories 

This section is similar to section 24.39 of Regulations 129, 


Section 1709. Bad debts 

This section is similar to section 24.40 of Regulations 129, except 
that there is eliminated the rule relating to the allowance of a bad debt 
by reference to the indebtedness of a subsidiary in every case in which 
there is a bona fide termination of the business and operations of such 
subsidiary. By eliminating this provision it is made clear that the 
allowance of such a bad debt loss as well as a worthless stock loss is 
conditioned first upon liquidation of the member of the group, and 
second upon the bona fide termination of the business and operations 
of such member, 


Section 1710. Sale and retirement by corporation of its bonds 
This section is similar to section 24.41 of Regulations 129. 


Section 1711, Capital loss limitation and carryovers 
This section is similar to section 24.42 of Regulations 129. 


Section 1712. Credit for foreign taxes and income. 

This section is taken in principle from section 24.43 of Regulations 
129. It is there provided that in determining the credit for foreign 
taxes the affiliated group shall be treated as if it were one taxpayer 
which had received the foreign income and had paid the foreign tax. 
This rule is continued and applied to the credit for certain types of 
foreign income. Thus, the affiliated group is treated as if it were a 
corporation which had received the income which in fact the several 
members of the group received. 


Section 1713, Methods of accounting 
This section is similar to section 24.44 of Regulations 129. 


Section 1714. Mine exploration expenditures 
This section is similar to section 24.45 of Regulations 129. 


Section 1715. Original use of post-1958 property 

This section is new and is intended to provide that where property 
is subject to depreciation rules provided by section 167 (b) because it 
was acquired or constructed, etc., after December 31, 1953, by the 
corporation having the original use of such property, the property may 
continue to be subject to the special rules of such section even if it is 
transferred from one member of the group to another during a consoli- 
dated return period. 
Section 1716. Publicly held corporation 

This section deals with the tax on corporations with accumulated 
taxable income. It is provided that the tax imposed by section 531 
shall not be applied to a publicly held corporation. The subsidiary 
should take its nature from that of the parent if a consolidated per- 
sonal holding company schedule is filed. Accordingly, this section 
provides that if the parent is a publicly held corporation all of the 
subsidiaries shall be publicly held corporations and if the parent cor- 
poration is not a publicly held corporation none of the subsidiaries 
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shall be so considered for the purpose of the application of the tax 

imposed by section 531 on the affiliated group filing a consolidated 

return, 

Section 1717. Requirements for filing consolidated personal holding 
company schedule 


This section is new and reflects the view of your committee that in 
order for the affiliated group to be treated as if it were a single tax- 
payer for personal holding company tax purposes it is necessary that 
no member of the group be exempt from such tax and that the group 
be required to file a personal holding company schedule under the 
personal holding company provisions. These qualifications are set 
forth in section 542 (b) (2) and (3) and (c). It is also provided that 
in any case in which the affiliated group which files a consolidated 
income tax return is not eligible to file a consolidated personal holding 
company schedule the separate personal holding company schedules 
d those corporations which are subject to the tax provided by section 

{| shall be filed with the consolidated income tax return of the group. 
It is also provided, however, that the computation upon such separate 
schedules shall be made without regard to the provisions relating to 
consolidated returns but shall be subject to the administrative, lia- 
bility, ete., provisions applicable to the filing of the consolidated return. 


Section 1718. Election to deduct accrued taxes 


For purposes of computing the consolidated undistributed personal 
holding company income a deduction is allowed with respect to taxes 
imposed. In a case in which consolidated returns are filed there is 
a tax computed upon a consolidated basis. It, accordingly, is nec- 
essary to provide for some coordination with respect to whether the 
tax deducted is that paid or that accrued. Section 545 provides that 
the deduction with respect to taxes shall be made with respect to 
taxes when accrued. It is provided, however, that if a corporation 
under the 1939 Code was deducting the taxes when paid it may con- 
tinue to do so unless it elects to deduct such taxes when accrued. 

The provisions of this section are designed to make clear that the 
entire group must use the same basis. It is provided that the basis 
used by the parent corporation (either the deduction of taxes when 
accrued or when paid) shall be used by the entire group. If the 
members of the group are placed upon a basis of deducting taxes when 
accrued by reason of the parent corporation being on such basis they 
are treated as if each member had made an election to abandon bases 
ef the deduction of taxes when paid and must use the accrual basis 
for the purpose of the year for which the consolidated schedule is filed 
and for all later years for which they may be subject to the tax imposed 
by section 541. 


SUBCHAPTER E—RELATED RULES 


Section 1731. Disallowance of surtax exemption and accumulated earn- 
ings credit 
This provision is similar to section 15 (c) in that it provides for a 
disallowance of the $25,000 exemption from surtax in certain cases. 
Provision is added providing for the disallowance of the $30,000 


accumulated earnings credit provided in section 535 (a) in similar 
situations. 
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Section 1732. Earnings and profits 

This provision which is new is intended to provide three alternative 
rules for the computation of the earnings and profits of a corporation 
with respect to the taxes paid upon a consolidated return filed by the 
afliliated group and to provide that the group may select any other 
method with the approval of the Secretary or his delegate which will 
yield a reasonable result. If the group fails to elect a method the 
method to be followed is that used by the Treasury Department 
under existing law. 


Section 1733. Effective date 


The provisions of this chapter will be applicable to taxable years 
beginning after December 31, 1953. 


SUBTITLE B—ESTATE AND GIFT TAXES 


CHAPTER 11—Estate Tax 
SUBCHAPTER A—ESTATE OF CITIZENS OR RESIDENTS 
Part I—Tax Imposep 


Section 2001. Rate of tax 


This section combines into a single schedule the rates of tax which 
existing law provides in two separate schedules of rates found in 
sections 810 and 935 of the 1939 Code. This section eliminates tho 
necessity that exists under present law of computing both a tentative 
and a so-called basic tax where the taxable estate exceeds $100,000. 
The term “taxable” estate has the same significance as the term “net” 
estate under present law. Under this section, the tax (before the 
allowance of credits) is computed by fitting the taxable estate, deter- 
mined as provided in section 2051, into the proper bracket provided 
for in this schedule and applying the appropriate tax and percentages 
indicated therein. 


Section 2002, Liability for payment 
This section is identical to section 822 (b) of the 1939 Code. 


Part IJ]—Crepits Acatnst Tax 


Section 2011. Credit for State death taxes 


This section provides a separate schedule for computing credit for 
estate, inheritance, legacy, or succession taxes actually paid to any 
State, Territory, or the District of Columbia, or any possession of the 
United States, in respect of any property included in the gross estate. 
Subsections (a), (b), and (c) replace section 813 (b) of the 1939 Code. 
Subsection (d) defines the terms “basic estate tax,” the “estate tax 
imposed by the Revenue Act of 1926” and the “additional estate tax” 
now determined under sections 810 and 935 of the 1939 Code. ‘These 
terms are provided for the purpose of supplying a means of computing 
State death taxes and in computing the exemption provided for in 
ere 2201 in the case of the estates of certain members of the Armed 

orces, 

Under present law nonresidents not citizens of the United States 
receive a credit for State death taxes on their entire net estate while 
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other decedents receive a credit for State death taxes on their net 
estate in excess of $40,000. Under this section no credit will be 
eranted any estate unless the taxable estate exceeds $40,000. 
Section 2012. Credit for gift tax 

This section provides for a credit for gift tax paid on any gift made 
by the decedent in his lifetime the amount of which is required to be 
included in his gross estate for estate tax purposes. It is derived from 
section 813 (a) (2) of the 1939 Code with no substantive change. In 
the case of gifts subjected to gift tax under section 319 of the Reve- 

ie Act of 1924, as amended, existing law provides for credit only 
against the so-called “basic” estate tax. This section provides, in the 
case of such gifts, for credit not only against the “basic” estate tax 
but as well against the tax imposed by section 2001. Equal credit is 
provided in the case of gifts subjected to gift tax by later provisions 
of law applicable to gift tax. 

Section 2013. Credit for tax on prior transfers 

This section replaces section 812 (c) of the 1939 Code. Existing 
law provides for a deduction from the decedent’s estate of the value 
of property included in his gross estate which was previously sub- 
jected to gift tax or estate tax. Under existing law, the deduction 
is not available unless the previously taxed property was received 
from the donor within 5 years or from a decedent who died within 
5 years, prior to the decedent’s death. ‘The deduction was designed 
to prevent subjecting the same property to tax twice within a relat ively 
short period of time. However, under the existing law the benefits 
are measured by the rate of tax applicable to the current decedent’s 
estate, 

Subsection (a) provides, in lieu of the deduction under present law, 
a credit against the tax imposed by section 2001 for all or a part of 
the estate tax paid with respect to the transfer of property to the 
present decedent by or from a person (designated as the transferor) 
who died within 10 years prior to the present decedent’s death. No 
credit is available for any gift tax that may have been paid with 
respect to the transfer of property to the decedent. 

The rules prescribed for determining the computation of the credit 
are found in subsections (b) and (c). Subsection (a) provides that 
where the transferor predeceased the decedent by more than 2 years 
the credit determined under subsections (b) and (c) shall be allowed 
in the following percentages: 80 percent if the transferor died within 
the third and fourth years preceding the decedent’s death; 60 percent 
if within the fifth and sixth years; 40 percent if within the seventh 
and eighth years; and 20 percent if within the ninth and tenth years. 
In order to qualify for the credit it is only necessary to establish that 
property subjected to estate tax in the estate of the transferor was 
transferred to the decedent within the required period and it is not 
essential that such property be identified in the estate of the decedent. 

Subsection (b) provides that, subject to the limitation in subsec- 
tion (e), the credit shall be an amount which bears the same ratio to 
the estate tax paid with respect to the estate of the transferor as the 
value of the property transferred to the decedent bears to the taxable 
estate of the transferor (for estate tax purposes) increased by the 
$60,000 exemption provided for under section 2052, or the correspond- 
ing exemption of prior law, and decreased by any death taxes—F ederal, 
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State, foreign, or otherwise—paid with respect to the estate of the 
transferor. In determining the amount of the credit, the estate tax 
paid by the estate of the transferor shall be the estate tax paid by such 
estate before reduction on account of gift tax credit, or credit under 
this section where the transferor acquired property from a person who 
died within 10 years prior to the death of the present decedent. With 
certain limitations, the effect of this section is to subject property to 
estate tax oniy once where two or more decedents all die within a 10- 
year period. Present law permits no deduction where a deduction in 
respect of the property was allowed the estate of the transferor. 

Paragraph (1) of subsection (c) provides for a limitation on the 
credit otherwise allowable under subsection (b) The credit cannot 
exceed the amount by which the estate tax imposed with respect to the 
estate of the present decedent (after deducting the credits for State 
and foreign death taxes and gift tax) exceeds such estate tax which 
would result if the value of the transferred property were excluded 
from the present decedent’s estate. However, if a charitable deduc- 
tion is allowable to the estate of the present decedent then before 
making the computation referred to in section 2013 (c) (1) (B) the 
charitable deduction allowable is to be reduced by that part of the 
charitable deduction allowable which the value of the transferred 
property bears to the present decedent’s gross estate after reduction 
by the amount of the deductions for expenses, indebtedness, taxes, 
losses, etc., allowed under sections 2053, 2054, and 2106 (a) (1). If 
the credit provided for in section 2013 relates to property received 
from two or more transferors, a separate computation shall be made 
with respect to the estate tax paid by the estate of each transferor in 
applying the ratio — for in subsection (b). However, sub- 
section (c) (2) provides that in such case in determining the limitation 
under subsection (c) (1) the property transferred from each transferor 
shall be aggregated. The aggregate limitation thus computed is 
apportioned between the property received from each transferor in 
the ratio that the property received from each bears to the total prop- 
erty received from both transferors. The credit computed by the 
application of subsection (b) in the case of property received from 
each transferor is compared separately with the limitation under sub- 
section (c) so apportioned in applying the provisions of this section 
separately with respect to the property received from each transferor. 
The percentages provided for in subsection (a) are to be applied 
separately with respect to the property received from each separate 
transferor. 

The section can be illustrated by the following example: 

Assume that all decedents are United States citizens. 

A dies December 1, 1953. He has a gross estate of $640,000 and 
no deductions. He transferred $300,000 to B. 

B dies December 1, 1954. He has a gross estate of $1 million and 
a deduction of $50,000 for debts. B bequeathed $100,000 to D. 

C dies December 1, 1952. He has a gross estate of $200,000, 
funeral expenses of $10,000 and a charitable bequest of $20,000. He 
transfers $100,000 to his wife, D. 

D dies December 1, 1961. She has a gross estate of $800,000, 
charitable deduction of $50,000, and a deduction for expenses of 
$50,000. 
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All estates paid State death taxes equal to the maximum credit for 
State death taxes except C, who paid a State death tax of $100. No 
lecatee paid any estate tax imposed on the estate of the deeedent. 

“1, Computation of credit for B: 


(a) A’s tax attributed to transfer of $300,000 to B (subsee. (b)): 
(1) A’s tax: 
A’s taxable estate plus exemption $640, 000. 00 


Tax (from sec. 2001) 173, 700. 00 
Less credit for State death taxes (sec. 2011) 15, 600. 00 
158, 100. 00 
(2) Computation of credit: 


$300,000 


‘ it— A eames: anendnimadiies — & 5: 
Credit =$158,100X 575 p99 —$173,700 7 9101,715.63 


(b) Limitation on credit applicable with respect to B’s tax (subsec. (c)).: 
(1) Tax payable by B without regard to this section: 
NUN I igo aco a en ik aia od se ces Garces asker ecm ares ance $1, 000, 000 
Less deductions 110, 000 


Taxable estate 890, 000 


DM eich terse todas bate ca ee ic satictes thaw eke. attsa icine 285, 000 
Less State death tax credit........___.-_-- 30, 400 


Tax before credit on prior transfers $254, 600 
(2) Tax on B’s gross estate excluding prior taxed transfer: 
Gross estate $700, 000 
TTI oss idan titieacom nt: deem ddtreinnsmatnadan 110, 000 


ee td sae wea cain memes 590, 000 


Fi SEO Celene ea aaa a hares Siew Se 177, 200 
Less State death tax credit 16, 000 
Tax excluding transferred property 161, 200 


(3) Limitation on eredit: 


161, 200 
Maximum credit allowable_...........-..... 93, 400 
(c) Percent of credit to be taken into account: 
Since B died within 2 years of A, 100 percent of credit is to be taken into 
account 93, 400 


ae eo See SG. na duu tiee cinco aaa 161, 200 


2. Computation of credit for D. 


(2) B’s tax attributable to transfer of $100,000 to D: 
(1) B’s tax (computed in 1 (6) (2)) $161, 200. 00 
Credit for prior taxed transfer within 10 years.... 93, 400. 00 
Tax due plus credit on prior transfers............-..------- $254, 600. 00 
Hee nen ene eas 30, 400. 00 
Total death taxes plus credit on prior transfers 285, 000. 00 
(2) Computation of credit. 
100,000 


7 it = 254 a BSS IRS, 
Credit =254,600 X 95-900 —285,000 60,000 > 
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(b) C’s tax attributable to transfer of $100,000 to D: 
(1) C’s estate tax. 





S000 CUED nin dae cdi sen tinetiée nines sr abe edeente $200, 000. 00 
in ciara kaiht inn aH ankeck a ale tniek veda aaa ah 10, 000. 00 
Rabshed gpede CHGS ois iin cs stiicmeinciindtaucie 190, 000. 00 
Less deductions: 
BEOtstel GRURCUOR Wiccan nnnciniansedSiedsn dus $95, 000 
CO EEE EC ETI LE ORE, SELLE, OEE 20, 000 
PIU aiigt natin namie innannianne sew eto 60, 000 
—— 175, 000. 00 
TORR CAD iininnrncnadarnrnténimapntinmannanll 15, 000. 00 
St a ae a a ee aoe $1, 050. 00 
AEE, Se ee Lecce cess anndeasnaeal 100. 00 


(2) Computation of credit. 
a Naas 100,000—95,000 
Credit = 1,050 X 75990-460,000—1,150 > 1" 99 
(c) Limitation on credits with respect to transfers from B and C, 
(1) Tax payable by D without regard to this section. 














ee ns Fe oe ann aig ainale hipscie mieten Wh enw nies dom 800, 000. 00 
Deductions: 
GI thciapinia ae eek len MS Gleb wae ece ek eee $50, 000 
PE ctivamisicdviainnien aks dna ewe swe bint 50, 000 
De ae naedkacenk aoe ths ab hiaed cantante 60, 000 
——_ 160, 000. 00 
Be Ass nee 0s <n ek oe denee eee 640, 000. 00 
TE eae ee aiitiii nas alanine elie Re de dhe ooo $194, 700 
Dae eke CURT GRR BOE iii on co o a eennnntnnoncae 18, 000 
Se 8 2 oo nse ee ete ew Ede eh ew cee e 176, 700 
(2) Tax on D’s estate excluding prior taxed transfers, 
NE CR nica tineielaedcimine ingdewiadenehah anette 695, 000. 00 
Deductions: 
105,000 
’ ; y & ) aye ) a oor - niente ¢ 
Charity 50,000—50,000 X 300,000 —50,000777777" $43, 000 
PR di awed duds leeme cn Sonnaninehwodte 50, 000 
RURODIIIORs 6 didn dada od Haken mo Reba bas diese 60, 000 
————_ 153, 000. 00 
Estate to be taken into account.........-.....---.-.- 542, 000. 00 
Rc ee aehmmee Dati oms es Ace ns $160,400 
Leas Stake Geath tex €f0Gib..< «cancncncnwhnendackhe 14, 080 
I I ne 146, 320 
(3) Limitation on credit. 
NE ee cla ieee ct be hd been ke Oa eee ceteaeueee an 176, 700. 00 
I SW ede a din ie aud a han a bh akw eae eae 146, 320. 00 
Maximum oredit allowable ..oo6<cecccccccnsicuscccce 30, 380. 00 
(4) Apportionment of limitation. cory 
I NE oes 6 uit cic Gis wale we aint Adie se ici 5, 000. 00 
I Rai aes cin ey ne ahaha a eas so. tae ie 100, 000. 00 
RN are Bo ate as Se ed, 2 ee tte a aie bien 105, 000. 00 
Portion to transfer from C (549; of $30,380)_...........---.----. 1, 446. 67 


Portion to transfer from B (9%; of $30,380)........-.....-----.- 28, 933. 33 
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(d) Application of percentage limitation to estate of D. 


Unadjusted credit for— 
(1) Transfer from C 
Percent taken into account 


Credit for transfer from C 
(2) Limitation for transfer from B 
Percent taken into account 
Credit for transfer from B 


Total credit 
Section 2014. Credit for foreign deat! 
This section combines into a single section the provisions provided 
by existing law in sections 813 (c) and 936 (c) of the 1939 Code. No 
substantive changes have been made. 


Section 2015. Credit for death taxes on remainders 
This section, except for minor clerical changes, corresponds 
section 927 of the 1939 Code. 


Section 2016. Recovery of taxes claimed as a credit 


This section, except for minor clerical changes, corresponds to 
section 874 (b) (3) of the 1939 Code. 


Part IJI—Gross Estate 


Section 2081. Definition of gross estate 

Subsection (a), except for a minor clerical change, corresponds to 
the introductory material in seetion 811 of the 1939 Code. Sub- 
section (b) corresponds to section 811 (Kk). 


Section 20382. Alternate valuation 


This section is a revision of section 811 (j) of the 1939 Cede. 
Existing law permits the executor, if he so elects upon his return, 
to value the property included in the gross estate as of a date 1 year 
after the decedent’s death or, in the case of such property distributed, 
sold, exchanged, or otherwise disposed of at an earlier date, the value 
at such date of disposition. This section limits the exercise of such 
an election to cases where the aggregate value (so determined) of all 
items in the gross estate has declined to 66% percent of the value of 
the aggregate of all such items as of the date of the decedent’s death. 
The election is to be exercised in the same manner and at the same 
time as provided for under present law. Except for the revision 
noted above and for minor clerical changes, this section corresponds 
to section 811 (j) of the 1939 Code. 


Section 2033. Property in which the decedent had an interest 

This section, except for minor clerical changes, corresponds to section 
811 (a) of the 1939 Code. No substantive change has been made. 
Section 2084. Dower or curtesy interests 


This section, except for minor clerical changes, corresponds to 
section 811 (b) of the 1939 Code. No substantive change has been 
made, 
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Section 2035. Transactions in contemplation of death 

This section combines into a single section, the provisions in 
existing law under sections 811 (c) (1) (A) and 811 (1) of the 1939 
Code, and makes no substantive change in existing law, 


Section 2036. Transfers with retained life estate 

This section, except for clerical changes, corresponds to section 
811 (c) (1) (B) of the 1939 Code, as amended. No substantive 
change has been made, 

Section 2037. Transfers taking effect at death 

This section is a combination and revision of existing law found 
in sections 811 (c) (1) (C), 811 (c) (2), and 811 (c) (3) of the 1939 
Code. This section corresponds to provisions of existing law insofar 
as they relate to transfers of property made prior to October 8, 1949, 
This section applies substantially the same rules now prescribed in 
section 811 (c) (2) of the 1939 Code in the case of transfers made 
prior to October 8, 1949, to transfers made on or after that date 
with the exception that, if the decedent has retained a reversionary 
interest in the property immediately before the decedent’s death 
exceeding 5 percent of the value of such property, it is immaterial 
whether the reversionary interest arose by the express terms of the 
instrument of transfer or by operation of law. 

The decedent’s reversionary interest is to be valued by recognized 
valuation principles and without regard to the fact of the decedent's 
death. Where it is apparent from the facts that property could have 
reverted to the decedent under contingencies that were not remote, 
the reversionary interest is not to be necessarily regarded as having 
no value merely because the value thereof cannot be measured 
precisely. 

Section 2038. Revocable transfers 

This section, with one exception, corresponds to section 811 (d) 
of the 1939 Code. Section 811 (d) (4) has been omitted in view of 
its extremely limited application. 


Section 2039. Annuities 

This section is new and does not correspond to any specific provisions 
of existing law. With certain limitations, this section requires the 
inclusion in the decedent’s gross estate of the value of an annuity or 
other payment receivable by any beneficiary by reason of surviving 
the decedent under any form of contract or agreement (other than as 
insurance under policies on the life of the decedent) entered into after 
March 3, 1931, if under the contract or agreement an annuity or simi- 
lar payment was payable to the decedent, or the decedent possessed 
the right to receive such annuity or payment, either alone or in con- 
junction with another for his life or for any period not ascertainable 
without reference to his death or for any period which does not in 
fact end before his death. The following are examples of contracts, 
but are not necessarily the only forms of contracts, to which this 
section applies: 

(1) A contract under which the decedent immediately before his 
death was receiving or was entitled to receive for the duration of his 
life an annuity, or other stipulated payment, with payments there- 
under to continue after his death to a designated beneficiary if sur- 
viving the decedent. 
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(2) A contract under which the decedent immediately before his 
death was receiving or was entitled to receive, together with another 
person, an annuity, or other stipulated payment payable to the dece- 
dent and such other person for their joint lives, with payments there- 
under to continue to the survivor following the death of either. 

(3) A contract or agreement entered into by the decedent and his 
employer under which the decedent immediately before his death and 
followimg retirement was receiving or was entitled to receive an 
annuity or other stipulated payment, payable to the decedent for 
the duration of his life and thereafter to a designated beneficiary, if 
surviving the decedent, whether the payments after the decedent’s 
death are fixed by the contract or subject to an option or election 
exercised or exercisable by the decedent. 

(4) A contract or agreement entered into by the decedent and his 
employer under which at decedent’s death, prior to retirement or 
prior to the expiration of a stated period of time, an annuity or other 
payment was payable to a designated beneficiary if surviving the 
decedent. 

(5) A contract or agreement under which the decedent immediately 
before his death was receiving or was entitled to receive an annuity 
for a stated period of time, with the annuity or other payment to 
continue to a designated beneficiary, upon the decedent’s death prior 
to the expiration of such period, if surviving the decedent. 

The amount to be included in the gross estate is the value at the 
decedent’s death of the annuity or other payment receivable by the 
survivor of the decedent, and it is immaterial whether the payments 
to the survivor are payable in a lump sum, in installments, in the 
same, or in & greater or lesser amount than the annuity or payment 
to the decedent. 

This section applies only to that part of the value of the annuity 
or other payment receivable by the surviving beneficiary which the 
decedent’s contribution to the purchase price of the contract or agree- 
ment bears to the total purchase price thereof. For example, assume 
that the value of the annuity to the beneficiary at decedent’s death 
is $20,000 and that the decedent contributed one-half of the purchase 
price of the contract. In such case, $10,000 would be includible in 
the decedent’s gross estate. 

In determining the amount of the decedent’s contribution to the 
purchase price of the contract there shall be taken into account con- 
tributions made by his employer, if made by reason of decedent’s 
employment, except contributions made by the employer to a trust 
or plan meeting the requirements of section 501 (e), that is, certain 
qualified pension, stock bonus, profit-sharing or retirement plans. 
However, the decedent’s contributions under any such trust or plan 
shall be taken into account. The contributions of an employer 
(whether or not to an employee trust or fund forming part of a pen- 
sion, annuity, retirement, bonus or profit-sharing plan) shall be con- 
sidered to have been made by reason of decedent’s employment if, 
for example, the annuity or cilia payment is offered by the employer 
as an inducement to employment, or a continuance thereof, or if the 
contributions are made by the employer in lieu of additional compen- 
sation or other rights, if so understood by employer and employee 
whether or not expressly stated in the contract of employment or 
otherwise. 
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The provisions of this section shall not prevent the application of 
any other provision of law relating to the estate tax. For example, 
if a contract provides for a refund of a portion of the cost thereof, 
in the event of the decedent’s premature death payable to the dece- 
dent’s estate the amount thereof shall be treated as any other property 
of the decedent, This section does not, however, apply to insurance 
under policies on the life of the decedent to which section 2042 is ap- 
plicable. 

The provisions of this section are applicable only to annuities or 
similar payments payable to the decedent, or which the decedent pos- 
sessed the right to receive, either alone on in conjunction with another 
for his life or for any period not ascertainable without reference to his 
death or for any period which does not in fact end before his death. 
The rules applicable under section 2036 in determining whether the 
annuity or similar payment was payable to the decedent, or whether 
he possessed the right thereto, for his life or such periods shall be ap- 
plicable under this section, 


Section 2040. Joint interests 

This section, except for clerical changes, corresponds to section 811 
(ec) of the 1939 Code. No substantive change has been made. 
Section 2041. Powers of appointment 


This section, except for clerical changes, corresponds to section 811 
(f) of the 1939 Code. No substantive change has been made. 


Section 2042. Proceeds of life insurance 


This section is a revision of section 811 (g) of the 1939 Code. 
Under existing law, proceeds of insurance under a policy upon the 


life of the decedent receivable by beneficiaries other than the executor 
are includible in the decedent’s gross estate in the proportion that the 
amount of premiums or other consideration paid directly or indirectly 
by the decedent bears to the total amount of the premiums paid for 
the insurance. Under existing law, premiums paid by the decedent 
on or before January 10, 1941, are excluded in applying the proportion 
mentioned if the decedent at no time after that date possessed any of 
the incidents of ownership in the policy. This section revises existing 
law so that payment of premiums is no longer a factor in determining 
the taxability under this section of insurance proceeds. Insurance 
proceeds payable to the executor will continue to be taxed as under 
existing law. This section also requires the inclusion in the decedent’s 
estate of insurance proceeds rece sivable by all other beneficiaries under 

a policy on the decedent’s life with respect to which the decedent at 
death possessed any of the incidents of ownership exercisable either 
alone or in conjunction with any other person. This provision corre- 
sponds to existing law with one exception. Under existing law, in 
determining whether a decedent possessed incidents of ownership in 
the policy at death, a reversionary interest is not treated as an incident 
of ownership. However, this section revises existing law in that 
respect to provide that the term “incident of ownership” includes a 
reversionary interest (whether arising by the express terms of the 
policy or other instrument or by operation of law) if the value of such 
reversionary interest exceeded 5 percent of the value of the policy 
immediately before the death of the decedent. In determining 
whether such interest exceeded 5 percent, this section provides rules 
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essentially the same as prescribed in section 2037 for determining 
whether, in the case of certain transfers, the decedent retained a rever- 
sionary interest in the transferred property. 


Section 2043. Transfers for insufficient consideration 

Subsection (a) of this section, except for clerical changes, corresponds 
to section 811 (1) of the 1939 Code. 

Subsection (b) of this section, except for a clerical change, corre- 
sponds to the last paragraph of section 812 (b) of the 1939 Code. No 
substantive change has been made, 


Section 2044. Prior interests 


This section, except for clerical changes, corresponds to section 
811 (h) of the 1939 Code. No substantive change has been made. 


Part IV—TaxasieE Estate 
Section 2051. Definition of taxable estate 


This section corresponds with the introductory material in section 
812 of the 1939 Code. The term “taxable estate’ has the same 
meaning as “net estate” under existing law. 

Section 2052. Exemption 
This section, except for technical changes, corresponds with section 
935 (c) of the 1939 Code. Existing law provides for an exemption of 
$100,000 in determining the taxable estate for purposes of computing 
the “basic” estate tax. The $100,000 exemption has been omitted by 
reason of the elimination of the “‘basic”’ estate tax. 


Section 2058. Expenses, indebtedness and taxes 


This section is a revision of section 812 (b) of the 1939 Code. Sub- 
section (a) of this section provides for a deduction from the gross 
estate of the amounts of the following items: 

(1) Funeral expenses, 

(2) Administration expenses, 

(3) Claims against the estate, and 

(4) Unpaid mortgages upon, or any indebtedness in respect to 
property “where the value of the decedent’s interest therein, 
undiminished by such mortgage or indebtedness, is included in 
the decedent’s gross estate. 

These items are allowable as deductions under existing law under 
section 812 (b) of the 1939 Code and all of the rules applicable to such 
items under the existing provision of law are adopted in this section 
with the following exception. Existing law provides that the total 
allowance in respect of such items cannot exceed the value of prop- 
erty included in the decedent’s gross estate subject to claims. This 
section removes that limitation in the case of such items where the 
amounts thereof are paid (whether or not the total of all such items 
is in excess of property subject to claims) prior to the time prescribed 
for the filing of the estate tax return. For example, if the decedent’s 
estate includes only property held by the decedent and his surviving 
spouse as tenants by the entirety, such items as funeral expenses, 
debts and other valid claims if allowable under local law and paid by 
the spouse prior to the time for filing the estate tax return, will be 
allowed by this section. 

44140°—54——x8 
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In addition, subsection (b) allows as a deduction from the gross 
estate amounts representing expenses incurred in administering prop- 
erty not subject to claims included in the gross estate. All of the 
rules applicable to the expenses enumerated in subsection (a) of this 
section are equally applicable to the expenses described in subsection 
(b) except that a deduction for expenses incurred in administering 
property not subject to claims will be allowed if paid prior to the ex- 
piration of the period of limitations for assessment provided in section 
6501. Such expenses include such items as principal commissions 
paid in respect of trust property included in the gross estate, and attor- 
neys’ fees incurred to contest the inclusion of the trust property in the 
decedent’s gross estate. 

Section 2054. Losses 

This section, with the exception of certain conforming clerical 
changes, corresponds with the provisions found in the last sentence 
of the first paragraph of section 812 (b) of the 1939 Code. 

Section 2055. Transfers for public, charitable, and religious uses 

This section, with the exception of minor clerical changes and the 
elimination of obsolete matter, corresponds to section 812 (d) of the 
1939 Code. 


Section 2056. Bequest, etc., to surviving spouse 

This section, with the exception of the revisions indicated herein, 
corresponds to section 812 (e) of the 1939 Code. All of the rules 
prescribed in existing law with respect to terminable interests are 
adopted by this section except that this section specifically provides 
exceptions from the terminable interest rule in the case of the 


following: 

(1) An interest in property passing from the decedent to his 
surviving spouse (whether or not in trust) if such spouse is 
entitled for life to all of the income from a specific portion of the 
interest, payable annually or at more frequent intervals, with 
power in the surviving spouse to appoint such specific portion 
(exercisable in favor of such surviving spouse, or of the estate 
of such surviving spouse, or in favor “of either, whether or not 
in such case the power is exercisable in favor of others), and with 
no power in any other person to appoint any part of such specific 
portion, to any person other than the surviving spouse. As 
in existing law, this provision is applicable only if such power in the 
surviving spouse to appoint such specific portion, whether ex- 
ercisable by ‘will or during life, is eo by such spouse 
alone and in all events (sec. 2056 (b) (5)) 

(2) An interest passing from the Sehedeait consisting of the 
proceeds under a life insurance, endowment, or annuity contract, 
if under the terms of the contract such proceeds are payable in 
installments or are held by the insurer subject to an agreement 
to pay interest thereon (whether the proceeds, upon the termina- 
tion of any interest payments, are payable in a lump sum or in 
annual or more frequent installments), and such installment or 
interest payments are payable annually or at more frequent 
intervals, commencing not later than 13 months after the dece- 
dent’s death, and a specific portion of all such amounts, payable 
during the life of the surviving spouse are payable only to such 
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spouse, and such spouse has the power to appoint such specific 
portion, payable under such contract (exercisable in fevor of such 
surviving spouse, or of the estate of such surviving spouse, or in 
favor of either, whether or not in each case the power is exercisable 
in favor of others), with no power in any other person to appoint 
such specific portion to any person other than the surviving 
spouse. As in the case of present law, this provision is applicable 
only if, under the terms of the contract, such power in the surviv- 
ing spouse to appoint such specific portion, whether exercisable 
by will or during life, is exercisable by such spouse alone and in 
all events (sec. 2056 (b) (6)); 

(3) An allowance under the laws of the jurisdiction under which 
the estate is being administered, for the support of the surviving 
spouse during the settlement of the estate, for such amounts 
thereof as are paid to such within 1 year after the dece- 
dent’s death (sec. 2056 (b) (7) 

For example, if the decedent in his will provided for the creation of 
a trust under the terms of which the income from one-half of the trust 
property is payable to this surviving spouse with uncontrolled power 
in the spouse to appoint such one-half of the trust property by will, 
such interest will qualify as an exception from the terminable interest 
rule. The terminable interest rule will also not apply, for example, in 
the case of equivalent interests in the proceeds of insurance passing 
to the surviving spouse. This section will also qualify as an exception 
from the terminable interest rule an allowance, set aside, or award, 
made pursuant to the laws of the jurisdiction under which the estate 
is being administered (whether or not there was an actual administra- 
tion) for the support of the surviving spouse during the settlement of 
the estate, but in an amount not in excess of the amounts for such 
support paid to such spouse within 1 year after the decedent’s estate. 
For example, if pursuant to an order of the probate court or other 
authority an allowance is made to the spouse for support in the 
amount of $500 per month for an indefinite period, or for a period 
longer than 1 year, the amounts actually paid to the spouse within 1 
year following the decedent’s death will qualify as an exception from 
the terminable interest rule. Further, for example, this provision 
will also cover lump-sum cash payments or payments in other property 
made within such 1-year period although the amount of such pay- 
ments may represent an allowance for support for a longer period of 
time. This provision does not cover, however, payments made to 
the surviving spouse for support of dependents. 

The exceptions to the terminable interest provided for in sections 
2056 (b) (5), (6) and (7) do not, however, authorize the allowance of 
a deduction otherwise prevented by other provisions of section 2056. 

Existing law provides that, if during the calendar year 1942 or after 
April 2, 1948, certain property held as community property is con- 
verted by the decedent and his surviving spouse into separate property, 
such separate property shall, for the purpose of computing the maxi- 
mum amount allowable as a marital deduction, be considered as “held 
as such community property.” This section adopts a similar rule in the 
case of conversions of such community property taking place any time 
after December 31, 1941. 
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SUBCHAPTER B—ESTATES OF NONRESIDENTS NOT 
CITIZENS 

Section 2101. Tax imposed 

This section, except for clerical changes, corresponds to section 860 
of the 1939 Code. 
Section 2102. Credits against tax 

This section is a restatement in direct form of similar provisions 
stated indirectly in existing law in sections 813 (a) (2) and 813 (b) of 
the 1939 Code. This section extends to estates of nonresidents not 
citizens of the United States the benefits of the credits provided for in 
sections 2011, 2012, and 2013 (credits for State death taxes, gift tax, 
and tax on prior transfers), With one exception, this provision makes 
no change in existing law. Existing law provides a credit for State 
death taxes, in the case of estates of nonresidents not citizens of the 
United States, with respect to all property (regardless of amount) 
included in the gross estate and subjected to State death taxes. No 
credit for such taxes is provided by this chapter in the case of the 
estates of such decedents where the value of the taxable estate does 
not exceed $40,000. 
Section 2103. Definition of gross estate 

This section, for which there is no corresponding single provision of 
existing law, defines the term “gross estate” in the case of the estates 
of nonresidents not citizens of the United States. This section is 
merely a statement in a more direct form of existing law. 


Section 2104. Property within the United States 

This section is a restatement of section 862 of the 1939 Code, 
Under existing law, in the case of estates of nonresidents not citizens 
of the United States, shares of stock of a foreign corporation are 
considered to be property within the United States if the certificates 
therefor are physically located in the United States at the decedent’s 
death. This section provides that shares of stock owned and held 
by estates of nonresidents not citizens of the United States are 
deemed to be property within the United States only where the 
shares of stock are issued by a domestic corporation. Thus, shares 
of stock of a Canadian corporation are not deemed to be property 
within the United States even though the certificates therefor may be 
physically located in the United States at the decedent’s death. This 
section makes no other change in respect of existing law. 


Section 2105. Property without the United States 
This section, except for the deletion of obsolete matter, corresponds 
to section 863 of the 1939 Code. 


Section 2106. Taxable estate 

This section, with one substantial change, corresponds generally 
to section 861 of the 1939 Code. Existing law provides, in the case 
of estates of nonresidents not citizens of the United States, for a 
deduction for certain property previously taxed. This deduction has 
been replaced in section 2013 with a credit for estate tax paid by the 
estate of a prior decedent in respect of certain property transferred 
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to the decedent. The benefits of section 2013 are extended to estates 
of nonresidents not citizens of the United States by the provisions 
of section 2102. Minor clerical changes have also been made in existing 
law and obsolete provisions of existing law have been omitted. 


SUBCHAPTER C—MISCELLANEOUS 


Section 2201. Members of the Armed Forces dying before January 1, 1955 
This section corresponds to section 939 of the 1939 Code except 
that it is made effective to decedents dying during any induction 
period, as defined in section 112 (c). 
Section 2202. Missionaries in foreign service 
This section corresponds to section 850 of the 1939 Code. 
Section 2203. Definition of executor 
This section corresponds to section 930 (a) of the 1939 Code. 


Section 2204. Discharge of executor from personal liability 
This section corresponds to section 825 (a) of the 1939 Code. 


Section 2205. Reimbursement out of estate 

This section corresponds to section 826 (b) of the 1939 Code. 
Section 2206. Liability of life insurance beneficiaries 

This section corresponds to section 826 (c) of the 1939 Code. 


Section 2207. Liability of recipient of property over which decedent had 
power of appointment 
This section corresponds to section 826 (d) of the 1939 Code. 


CHAPTER 12—Girr Tax 
SUBCHAPTER A—DETERMINATION OF TAX LIABILITY 


Section 2501. Imposition of tax 

This section imposes the gift tax for the calendar year 1955 and sub- 
sequent calendar years, replacing section 1000 (a) of the 1939 Code. 
Under existing law the tax is imposed on the transfer of property by 
gift by any individual, resident or nonresident; but, in the case of a 
nonresident not a citizen of the United States, its application is limited 
to property situated within the United States by section 1000 (b). 
This section differs from existing law in that it will exempt from the 
tax a transfer of intangible property (such as stocks and bonds) made 
by a nonresident who is not a citizen of the United States and who 
was not engaged in business in the United States during the calendar 
year in which the transfer was made. 
Section 2502. Rate of tax 

This section is derived from sections 1001 (a), 1030 (a), 1001 (b), 
and 1009 (a) of the 1939 Code. No change in substance has been made, 
Section 2503. Taxable gifts 


Subsection (a) of this section is similar to section 1003 (a) of the 
1939 Code, the only change being the substitution of the word ‘“‘tax- 
able’’ in place of ‘‘net.” 

Subsection (b) of this section is identical with section 1003 (b) (3) 
except for the date. 
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Subsection (c) of this section partially relaxes the “future interest” 
restriction contained in subsection (b), in the case of gifts to minors, 
by providing a specific type of gift for which the exclusion will be 
allowed. If the gift may be expended by, or for the benefit of, the 
minor donee prior to his attaining the age of 21 years, and, to the 
extent not so expended, will pass to the donee at that time, but if 
the donee dies prior to that time, will pass to the donce’s estate or 
as he may appoint by will under a general power of appointment, 
the gift will not be treated as a future interest. 


Section 2504. Taxable gifts for prior years 

This section has no counterpart in existing law. However, sub- 
sections (a) and (b) of this section do not make any substantive 
change in existing Jaw but are necessary for the purpose of requiring 
that the amount of taxable gifts in preceeding years for the purpose 
of computing the tax in a current year be computed on the basis of 
the law in effect at the time the earlier gifts were made. 

Under present law, the amount of gifts made in a prior year may 
be adjusted for the purpose of computing the tax for a current year, 
even though the statutory period within which an additional tax 
might be assessed for the prior year has expired. Subsection (c) of 
this section will prevent the value of a gift from being adjusted eae 
such circumstances in cases where a tax was paid for the prior yea 
in question. This subsection, however, will not prevent such an 
adjustment if no tax was paid for the prior year and, in any ease, 
will not prevent adjustment where issues other than valuation of 
property are involved. 

Subsection (d) of this section is necessary due to the substitution 
of the word “taxable” in this bill for the word “net” in existing law: 


SUBCHAPTER B—TRANSFERS 


Section 2511. Transfers in general 

Subsection (a) of this section, except for clerical changes, corresponds 
with section 1000 (b) of the 1939 Code. 

Under present law, in the case of a nonresident not a citizen of the 
United States, stock of a corporation is treated as having a situs in the 
United States either if the corporation is incorporated in the United 
States, or if the stock certificate is physically located here. Under 
subsection (b) of this section, such stock will have a situs in the United 
States only if the corporation is incorporated here. 


Section 2612. Valuation of gifts 

This section is derived from sections 1002 and 1005 of the 1939 Code 
and does not contain any substantive changes. 
Section 2513. Gift of husband or wife to third party 

This section corresponds with section 1000 (f) of the 1939 Code. 


Section 2514. Powers of appointment 

This section is derived from section 1000 (c) of the 1939 Code and 
contains no change in substance. However, the provisions of section 
452 (b) (2) of the Revenue Act of 1942 and section (2) of Public Law 
635 (80th Cong.), both of which are permanent provisions of law 
although not enacted as amendments to the code, have been included. 
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Section 2515. Tenancies by the entirety 

Under present law a husband who purchases property and takes 
title in the name of himself and his wife as tenants by the entirety is 
held to have made a gift of the value of the property less the present 
worth of his retained rights therein, which are the right to receive 
either one-half or all (depending upon State law) of the income there- 
from during the joint lives of the spouses, and the right to receive the 
property on the death of his wife, provided he survives her. On the 
termination of the tenancy (other than by death) the younger of the 
spouses will be held to have made a gift (o the older. 

This section provides that, in the case of the creation of a tenancy 
by the entirety in real property, the donor may elect to have the trans- 
action treated as it is under present law, but that, unless he does so, 
it will be treated as not resulting in a gift. Where the creation of a 
tenancy by the entirety is not treated as a gift, the termination of the 
tenancy (other than by the death of a spouse) is deemed to have 
resulted in a gift by a spouse to the extent that the proportion of the 
total consideration furnished by such spouse multiplied by the pro- 
ceeds of such termination exceeds the value of such proceeds of ter- 
mination received by such spouse. ‘The election referred to above is 
required by subsection (c) to be made on a gift tax return, filed by the 
donor within the time prescribed by law, for the calendar year in which 
the tenancy was created. The return is required regardless of 
whether the value of the gift exceeds the exclusion provided in section 
2503. 

This section will apply to any tenancy in real property having all 
the characteristics of a common law tenancy by the entirety, regard- 
less of the term by which such tenancy is described under local property 
law. 

Under the rule in this section, if the husband furnished $30,000 and 
the wife $10,000 as consideration for the purchase of real property 
held as tenants by the entirety and, when the property was sold for 
$60,000, the husband received $35,000 and the wife $25,000, the gift 
at time of sale would be computed as follows: 


Value of husband’s interest equals $60. 000% 75 sap $45,000. 


Value of gift equals value of interest minus value of proceeds 
received. 
Gift equals $45,000 minus $35,000 equals $10,000. 


Section 2516. Property settlements incident to divorce 

Under present law there is substantial uncertainty as to whether a 
gift may result from transfers to the wife under a property settlement 
incident to a divorce. This section provides that where transfers are 
made pursuant to a separation agreement and divorce occurs within a 
reasonable time thereafter, such transfers as are made to a spouse in 
settlement of his or her marital or property rights or to provide a 
reasonable allowance for the support of issue of the marriage during 
minority will be deemed to be transfers made for a full and adequate 
consideration of money or money’s worth. 
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SUBCHAPTER C—DEDUCTIONS 


Section 2521. Specific exemption 
This section is similar to section 1004 (a) (1) of the 1939 Code. No 
substantive changes have been made. 


Section 2522. Charitable and similar gifts 

This section is derived from section 1004 (a) (2) and (b) of the 1939 
Code and differs only in minor clerical changes and the omission of 
certain obsolete material. 

Section 2528. Gift to spouse 

This section is similar to section 1004 (a) (3) of the 1939 Code. The 
only substantive changes which have been made are in subsections (e) 
and (f) (3). 

Subsection (e) of this section corresponds to section 1004 (a) (3) (EK) 
of the 1939 Code, which provides an exception to the terminable in- 
terest rule in the case of a transfer to a trust where the donee spouse 
is entitled to all of the income from the transferred property for life 
and has a power of appointment over the entire property. ‘This sub- 
section will somewhat enlarge the exception by eliminating the re- 
quirement that the transfer be in trust and by making it possible for 
a part of the transferred property to quality for the marital deduction. 
For example, under the new provisions a transfer to the spouse of a 
legal life estate with an unlimited power to invade would qualify for 
the marital deduction if all of the other provisions of the section are 
satisfied, 

Subsection (f) (3) corresponds to section 1004 (a) (3) (F) (iii) of the 
1939 Code which provides that if during the calendar year 1942 or after 


April 2, 1948, certain property held as community property was by 
the donor and the donee spouse converted into separate property of 
the donor and such spouse, such separate property shall, for certain 
purposes, be considered as “held as such community property.” 
Subsection (f) (3) provides that all such conversions taking place dur- 
ing the calendar year 1942 or in succeeding calendar years shall be so 
treated. 


Section 2524. Extent of deductions 
This section is similar to section 1004 (c) of the 1939 Code. No 
substantive change has been made, 


SUBTITLE C—EMPLOYMENT TAXES 


Subtitle C, sections 3101 to 3504, inclusive, consists of a rearrange- 
ment and simplification of the taxing provisions (including provisions 
relating to definitions, exemptions, and certain general provisions) 
of chapter 9 of subtitle B of the 1939 Code. No substantive changes 
have been made in the provisions which appear in subtitle C. With 
the exception of those general provisions which appear in subtitle C 
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of the bill, the provisions relating to procedure and administration 
(including penalties) which were contained in chapter 9 of subtitle 
B of the 1939 Code now appears in subtitle F of the bill. 


SUBTITLE D—MISCELLANEOUS EXCISE TAXES 


Subtitle D, sections 4001 to 4907, inclusive, consists of a rearrange- 
ment and simplification of the taxing provisions (including provisions 
relating to definitions, exemptions, and certain general provisions) 
of subtitles B and C of the 1939 Code (except chs. 7, 9, 15, 26, and 
28; subch. B of ch. 25; and pts. VII and VIII of subch. A of ch. 
27). No substantive changes have been made in the provisions 
which appear in subtitle D. The provisions relating to procedure 
and administration (including penalties and forfeitures) which were 
contained in subtitles B and C (with the exceptions noted above) of 
the 1939 Code now appear in subtitle F of the bill. 


SUBTITLE E—ALCOHOL, TOBACCO AND CERTAIN 
OTHER EXCISE TAXES 


CHAPTER 51—DIsTILLED Spirits, WINES AND BEER 


GENERAL COMMENT 


This chapter represents a basic rearrangement of the provisions of 
existing law. 

(1) The provisions of chapter 26 of the 1939 Code which 
impose taxes on distilled spirits, wines, and beer, including 
related administrative provisions, have been incorporated in part 
I of subchapter A. 

(2) The provisions of chapter 27 of the 1939 Code, “Occupa- 
tional Taxes,” insofar as they relate to liquor have been rear- 
ranged and incorporated as part II of subchapter A. 

(3) The provisions in chapter 26 of the 1939 Code, relating to 
the establishment and operation of distilleries, internal revenue 
bonded warehouses, rectifying plants, industrial alcohol plants, 
bonded wineries, and breweries have been incorporated into 
separate subchapters B through G, and subchapter H has been 
included for miscellaneous plants and warehouses. 

(4) Subchapter I contains the miscellaneous general provisions 
applicable to the various types of establishments. 

(5) The penalty provisions contained in chapters 26 and 27 
of the Internal Revenue Code of 1939 relating to liquor, have been 
separated from the substantive requirements and incorporated in 
subchapter J. 

The provisions of this chapter relating to wine and beer constitute 
a substantial revision and modernization of the principal sections of 
the 1939 Code relating to these products. 
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The provisions of this chapter pertaining to distilled spirits consti- 
tute a rearrangement of the provisions of existing law with such 
modernizing revisions as it has been possible to make at this time, 

The following sections relating to distilled spirits which appear in 
the 1939 Code have been omitted in their entirety: 


(1) Section 2824, Exemption of small distilleries from certain 
requirements: No distilleries currently operate under this section 
and it is impracticable due to the cost of supervising such 
operations. 

(2) Section 2835. Vinegar factories operated prior to March 1, 
1879: No plants now operate under this section and it is therefore 
completely obsolete. 

(3) Section 2837. Exemptions of alcohol from restrictions of 
section 2836: The exemption referred to is unnecessary since such 
exemption is covered by section 5306. 

(4) Section 2840. Fermenting tubs: This section has been 
waived by regulations pursuant to section 2817 (b) of existing 
law and is considered obsolete and unnecessary. 

(5) Section 2845. Special return of number of barrels distilled: 
This section is obsolete and unnecessary. All required informa- 
tion relating to the production of spirits by distillers can be 
obtained under section 5197. 

(6) Section 2849. First fermenting period: This section has 
been waived by regulations under authority of section 2817 (b) 
of existing Jaw and is considered obsolete. Section 5191 suffi- 
ciently provides for the commencement of operations by distillers, 

(7) Section 2851. Reduction of producing capacity: This sec- 
tion has been waived by regulations under authority of section 
2817 (b) of existing law and is obsolete. Section 5191 covers 
supervision and resumption of operations. 

(8) Section 2860. Limitation on purchases by rectifiers and 
dealers: This section has unduly imterfered with the return or 
exchange of merchandise by retailers and is not deemed to serve 
a necessary purpose. 

(9) Section 2875. Exemption from provisions of law distin- 
guishing between classes of warehouses: This section is substan- 
tially obsolete since there is now only one type of warehouse for 
the storage of untaxpaid spirits produced at registered distilleries. 
Certain provisions of this section which are still current have been 
retained in sections 5231 and 5246 (i. e., authority for transfers in 
bond between warehouse, and specification of one type of ware- 
house), 

(10) Section 3180. Distilleries erected prior to July 20, 1868: 
Since no such distilleries are now operating, this section is obsolete 
and has been omitted. 

(11) Sections 2889, 2890, and 2891 (b) relating to allowances 
for losses during transportation for export or to manufacturing 
bonded warehouses were omitted as having been impliedly 
repealed by the 1942 amendment to section 2901 of existing law. 
Such losses are covered under section 5011 (a). 
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SUBCHAPTER A—GALLONAGE AND OCCUPATIONAL 
TAXES 


Part I—GaALLonaGE TAXES 
SUBPART A. DISTILLED SPIRITS 


Section 5001. Imposition, rate, and attachment of tax 

This section represents a rearrangement of existing law and is 
derived from sections 2800, 3030, 3111, 3182, and 3125. ‘The use of 
the term “imposed” rather than the words “levied and collected” is 
intended only as a modernization of language. 

Subsection (a). “Rate of tax’”’ 

Paragraph (1), ‘‘General,”’ is existing law. See section 2800 (a) 
(1). The procedural requirements of existing law in regard to 
the paying of the tax are incorporated in sections 5005 (a), 5007 
(a), and 5061. 

Paragraph (2), ‘Products containing distilled spirits,” is exist- 
ing law. See section 2800 (a) (2). 

Paragraph (3),‘‘Imported perfumes containing distilled spirits,” 
is existing law. See section 2800 (a) (3). The procedural re- 
quirements concerning the method of collection of the tax are 
incorporated in section 5007 (b) (2) 

Paragraph (4). “Alcoholic compounds from Puerto Rico and 
Virgin Islands”: 

Subparagraph oY; “Puerto Rico,” is existing law. See 
section 2800 (a) (4) (A). The procedural requirements rela- 
tive to the method of collection are incorporated in section 
5007 (c). 

Subparagraph (B), ‘“ Virgin Islands, 
section 2800 (a) (4) (B). 

Paragraph (5), ‘Wine containing more than 24 percent absolute 
alcohol,” is existing law. See section 3030 (a) (1) (A). 

Paragraph (6), ‘‘Denatured alcohol, denatured rum, or arti- 
cles,” is existing law. See section 3111. 

Paragraph (7), “‘Fruit-flavor concentrate,” is existing law. See 
section 3182 (b). 

Paragraph (8), “Imported alcohol withdrawn for beverage pur- 
poses,” is derived from the last sentence of section 3125 (a) of 
existing law. The language of this paragraph has been clarified 
to preserve the intent that all such imported alcohol withdrawn 
for beverage purposes should be subject to the prescribed tax. 

Paragraph (9), “Imported liqueurs and cordials,”’ imposes the 
tax on imported cordials and liqueurs which has been collected 
through interpretation of sections 2800 and 3030 of existing law. 
It was deemed advisable in view of the rearrangement of sections 
2800 and 3030 to add this specific provision for the purpose of 
clarification of existing law regarding the imposition of this tax. 

Subsection (b) “Time of attachment on distilled spirits” is existing 
law. See section 2800 (c). 
Section 5002. Definitions 

Subsection (a), “Distiller,” is derived from section 2809 (a) of exist- 
ing law. Two changes have been made in existing law. The first 


change is the insertion of the words “from any source or substance” 
after the clause “Every person who produces distilled spirits.” The 


” 


” is existing law. See 
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second change is the deletion of the word “fermented” from the clause 
“separates alcoholic spirit from any fermented substance.” The 
purpose of these changes is to permit inclusion in this definition of 
producers of spirits from synthesis of petroleum or other products, 
Subsection (b). “Distilled spirits’’: 
Paragraph (1), “General definition,’ 
tion 2809 (b) (1). 
Paragraph (2), “‘ Products of rectification,” is existing law. See 
section 2809 (b) (2). 
Subsection (c), ‘‘Proof spirits,” is ex sting law. See sect’on 2809 (c). 
Subsection (d), ‘Proof gallon,” represents a clarification of section 
2809 (d) of existing law. The headnote has been changed from 
“sallon” to “proof gallon”; the phrase “In all sales of spirits” has 
been deleted; and the word “proof’’ has been inserted before the word 
“cvallon” where it first appears in the clause “a gallon shall be held 
to be a gallon of proof spirits.” None of the provisions of law involv- 
ing taxes on distilled spirits becomes operative by reason of the sales 
of such spirits in proof gallon quantities. This definition has been 
rewritten as an accurate description of a proof gallon, 


is existing law. See sec- 


Section 5003, Exemptions 

This section contains cross references to provisions of law which 
exempt distilled spirits from the imposition of the tax imposed by 
section 5001. 


Section 5004. Lien for tax 

Subsection (a). ‘Lien applicable to distilled spirits’’: 

Paragraph (1), “Property subject to lien,” is existing law. 
See section 2800 (e) (1). 

Paragraph (2), ‘“Exception during term of bonds,” is existing 
law. See section 2800 (e) (2). 

Paragraph (3), ‘‘Extinguishment of lien,’ 
section 2800 (e) (3). 

Paragraph (4), “Certificate of discharge,” is existing law. See 
section 2800 (a) (4). 

Subsection (b), “Lien applicable to alcohol,” is existing law. See 
second sentence of section 3112 (a). It is intended that this subsec- 
tion will be given the same construction as has been given to the 
corresponding subsection of existing law. 

Subsection (c), “Cross references,” contains cross references to the 
provisions of law which transfer the lien on distilled spirits from the 
original distiller. 


’ is existing law. See 


Section 5005. Persons liable for tax 

Subsection (a), “General,” is existing law. See section 2800 (a) (1). 

Subsection (b), “Domestic distilled spirits,” is existing law. See 
section 2800 (d). 

Subsection (c), “Alcohol,” is existing law. See the first sentence of 
section 3112 (a). 

Subsection (d), “Cross references,” contains cross references to pro- 
visions of law which impose a requirement to pay tax on distilled 
spirits on persons other than the distiller or importer. 


Section 5006. Determination of tax 


Subsection (a), “General,” contains major changes from existing 
law. The first change is in the first sentence which provides that the 
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tax on distilled spirits shall be determined when withdrawn from 
bond. Section 5061 provides that the tax may be paid by return. 
Under such a system domestic spirits may be gauged, the tax deter- 
mined, and the spirits removed from bond at a time prior to the 
time of actual payment of tax. Accordingly, it can no longer be 
stated that tax shall be due and payable before and at the time 
spirits are removed from bond; rather, it must be stated that the tax 
will be determined at the time of withdrawal from bond. 

The second sentence of this subsection is derived from the first clause 
of section 2879 (b) of existing law. However, because of the change 
in the time for paying the tax, it was necessary to conform these 
provisions by striking the words “shall be due and payable before 
and at the time the same are withdrawn” and inserting in lieu thereof, 
the words “shall be determined at the time the same are withdrawn.” 

The last sentence of this subsection is derived from the last clause of 
section 2800 (a) (1) (A), of existing law, relative to the apparatus and 
devices to be used in determining tax. Since section 5061 will pro- 
vide the method for payment of tax, the words ‘“‘tax-stamp machines” 
were omitted here as not pertinent to the determination of tax. 

This subsection will not affect the present requirement for payment 
of tax on imported distilled spirits upon withdrawal. 

Subsection (b), “Excessive loss,” is a clarification of existing law. 
See section 2800. 

Subsection (c), “Distilled spirits not bonded,” is existing law. See 
section 2800 (b) (2). 

Subsection (d), “Unlawfully imported distilled spirits,” is existing 
law. See third sentence of section 2800 (f). 

Section 5007. Collection of tax on distilled spirits 

Subsection (a), “Tax on domestic distilled spirits,’ refers to section 
5061 for the procedural requirements relative to the payment of tax 
on domestic distilled spirits. 

Subsection (b). “Tax on imported distilled spirits and perfumes 
containing distilled spirits’: 

The first and second sentences of paragraph (1) “Distilled 
spirits” are derived from the first and second sentences of section 
2800 (f) of existing law, and the last sentence is a restatement 
of the last sentence of section 2800 (f) of existing law. The first 
sentence of section 2800 (f) of existing law has been simplified to 
correspond with a similar provision of section 2800 (a) (3) of 
existing law, relating to imported perfumes. 

Paragraph (2) “Perfumes containing spirits” is existing law. 
See the second sentence of section 2800 (a) (3). 

Subsection (c) ‘Payment of tax on alcoholic compounds from 
Puerto Rico and Virgin Islands” represents a simplification of the 
procedural provisions relative to collection of tax in the first 
sentence and the last sentence of section 2800 (a) (4) of existing 
law. The requirement for collection at the port of entry was 
deleted and provision was made for the collection under such 
regulations as the Secretary or his delegate may prescribe. This 
will permit regulations to provide for the payment of tax either 
in Puerto Rico or at the port of entry into the United States. 
See section 3360 (b) of existing law. 
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Subsection (d), “Tax on alcohol,” corresponds to section 3112 (b) 
of existing law. ‘This subsection makes applicable to domestically 
produced alcohol, and alcohol imported for industrial purposes under 
section 5311 (derived from sec, 3125), the method of tax payment 
prescribed for distilled spirits generally. 

Subsection (e). Assessment for deficiencies in production and excess 
of materials used: 

Paragraph (1), “Requirement,” is existing law. See section 
2846 (a). 

Paragraph (2), “Relief from assessment,” is existing law. See 
section 2847 (a). 

Subsection (f) contains cross references to other provisions of law 
relating to assessment and payment of tax on distilled spirits. 


Section 5008. Strip stamps for distilled spirits 


Subsection (a). Stamps for containers of distilled spirits bottled in 
bond: 
Paragraph (1), “Requirements” represents a modification of 
section 2903 (b) of existing law. Changes have been made as 
follows: 


(1) To eliminate the specific requirement that the stamp must pass over 
the mouth of the bottle; and substitute therefor a requirement that a stamp 
must be affixed in such manner as to be destroyed upon opening of the 
bottle. The length of the present stamp is insufficient to permit use of many 
glass stoppers for decanters. A requirement that the stamp be affixed to 
the bottle in such manner as will cause it to be broken when the bottle is 
opened will adequately protect the revenue. 

(2) To eliminate the specific requirement that the stamp must denote 
the quantity of distilled spirits contained in a bottle, and to substitute there- 
for (see par. (2) of this subsection) the provision that the Secrtary or his 
delegate may prescribe the information to be shown on such stamp. If 
denominations are not shown on stamps, more flexible use of stamps can be 
had, less stamps will be needed, and exchange or redemption of unneeded 
stamps will be decreased. It is now necessary for Government and industry 
to carry inventories of seldom used denominations of stamps. Eliminating 
the specific requirement and authorizing the Secretary or his delegate to 
prescribe the information to appear on the stamp will permit regulations to 
require a showing of denomination or other information as may be deemed 
necessary. 

(3) The words “in an internal revenue bonded warehouse” were inserted 
following the words “bottled in bond” to preserve the intended applicability 
of section 2903 of existing law. 

Paragraph (2), “Stamp regulations,” is existing law (see sec. 
2903 (c)) except that the words “and denominations” have been 
deleted in the phrase “the form and denominations of such 
stamps” for the reasons stated in subparagraph (2) of the pre- 
ceding paragraph, 

Paragraph (3), “Stamp supply,” is existing law. (See sec. 
2903 (d).) 

Paragraph (4), ‘Unused stamps, exchange, refund, etc.,” repre- 
sents the effective part of section 2903 (e) of existing law. Changes 
have been made for the purpose of deleting obsolete provisions 
for the redemption of case stamps for bottled-in-bond spirits. 

The act of March 3, 1897, an act to allow the bottling of 
distilled spirits in bond, provided for case stamps with coupons 
attached: The coupon stamps were to be affixed over the mouth 
of the bottle and the case stamp was to be affixed to the Govern- 


ment side of the case. This provision was reenacted as the 
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second paragraph of section 306 (a) of the Liquor Tax Adminis- 
tration Act of 1936 (49 Stat. 1944). The act of July 9, 1937 
(50 Stat. 487), amended paragraph 2 of the law by deleting the 
requirement for case stamps and by requiring the denomination 
to be shown on the bottle stamp. The act of June 24, 1940 
(54 Stat. 512), amended the law by adding provisions for the 
exchange or redemption of case or bottle stamps lawfully issued 
prior to June 24, 1940, and within 2 years from the date of enact- 
ment of the act. Since case stamps issued cannot be redeemed 
subsequent to June 23, 1942, this provision of law is obsolete. 

Another change made in this paragraph is the increasing from 
2 to 3 years the period of time within which a claim for redemption 
of stamps can be filed. The words “issue” and “issued” have 
been changed to “purchase” and “purchased” for conformance 
to other provisions of law relating to exchange and redemption 
of stamps. 

Subsection (b), “Stamps for other containers of distilled spirits’: 

Paragraph (1), “Requirements,” is existing law (see sec. 2803 
(a)) except that, due to the method of payment by return, the 
stamp cannot in all instances be deemed evidence that tax has 
been paid. The stamp does, however, evidence that tax has 
been determined and that all applicable provisions of law relat- 
ing to the bottling of spirits (not bottled in bond) have been 
complied with. Accordingly, the phrase “evidencing payment 
of all internal revenue taxes imposed on such spirits” has been 
deleted and the phrase “evidencing the tax or indicating com- 
pliance with the provisions of this chapter’ has been substituted 
therefor. 

Two other changes in the existing law in paragraph (1) are the 
deletion of the provision that the stamps denote the quantity of 
distilled spirits and the insertion of the requirement that the stamp 
be affixed in such manner as to be destroyed when the container 
is opened. ‘These are consistent with the similar changes made 
for bottled in bond strip stamps. (See subsec. (a).) 

Another change in paragraph (1) is the inclusion in the exemp- 
tion from the requirements of this subsection in item (E) of spirits 
bottled especially for export with benefit of drawback. Stamps 
provided for under this subsection have been required only for 
taxpaid spirits intended for domestic use. 

It is not intended that this subsection apply to alcohol bottled 
in an industrial alcohol bonded warehouse, and to which is affixed 
strip stamp, under other provisions of law or regulations. 

Paragraph (2), “Stamp regulations,” is existing law (see sec. 
2800 (d)), except that the requirement that the denomination be 
shown on the stamp has been deleted. 

Paragraph (3), “Stamp supply”: This paragraph represents a 
restatement of the applicable provisions of section 2803 (b) of 
existing law. The first sentence of such subsection has been 
omitted as unnecessary and erroneous in cases where tax is paid 
on a deferred basis. 

Paragraph (4), “Unused stamps, exchange, refund, etc.,” 
represents the provisions of section 2803 (c) of existing law, 
except that, as in the case of the unused bottled-in-bond stamps, 
the period during which stamps may be exchanged or redeemed 
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has been increased from 2 to 3 years after purchase. ‘The words 
“issue” and “issued” have been changed to “purchase” and 
“pure hased” for conformance to other provisions of law relating 
to exchange and redemption of staraps. 
Paragraph (5), “‘ Destruction of stamps on emptied containers, 
is existing law. (See sec, 2803 (e).) 
Section 5009. Stamps for distilled spirits for exportation 
Subsection (a), “General,” is existing law. (See sec. 2802 (b) (1).) 
Subsection (b), “In original packages,” represents existing law (first 
sentence of sec. 2885 (b)), except it has been broadened to include 
packages filled from distillers’ original packages. This latter eoyeo 
conforms with the authorization in the last sentence of section 5247 (c) 
Subsection (c) is existing law. (See last sentence of sec. 2878 (b).) 
Subsection (d) contains cross-references to other provisions of law 
relating to stamping export packages. 


”» 


Section 5010. Miscellaneous stamp provisions 

Subsection (a), “Issue for restamping,” 
sec. 2802 (a).) 

The first clause of subsection (b), “Accountability,” is derived from 
the first clause of the first sentence of section 2802 (b) (1) of existing 
law. The last clause of the subsection supplants detailed instructions 
and will permit the Secretary or his delegate to prescribe regulations 
for use of, and accounting for, such stamps. 

Subsection (c), “Effacement of stamps and brands on emptied 
packages,” is existing law. (See sec. 2866.) 

Subsection (d) contains cross-references to other provisions of law 
relating to stamps for distilled spirits packages. 


is existing law. (See 


Section. 5011. Abatement, remission, refund, and allowance for loss or 
destruction of distilled spirits 


Subsection (a) Distilled spirits lost or destroyed in bond: 

Subparagraph (A) of paragraph (1), “Extent of loss allowance,’’ is 
existing law. (See sec. 2901 (a) (1).) 

Subparagraph (B), “Voluntary destruction,” represents a major 
change in existing law. Existing law (sec. 2901 (a)) provides that tax 
will be collected on distilled spirits voluntarily destroyed, unless 
such spirits are unfit for beverage purposes and the destruction is 
authorized. Under this paragraph and subsection (b) there is no 
condition that spirits must be unfit for beverage purposes to permit 
voluntary destruction without payment of tax. 

Paragraph (2), ‘Proof of loss,” is existing law. (See sec. 2901 (b).) 

Paragraph (3), “Refund of tax,’ is existing law (see see. 2901 (c)), 
except that the text has been revised by striking the words “after the 
tax was paid” at the end of the last sentence and inserting in lieu 
thereof the words “after the tax was determined as provided in section 
5006 (a), and the spirits removed from bond.” ‘This revision is 
necessary to conform to the method of tax payment by return, 
Under existing law, tax is paid prior to the time of removal from bond. 
It has not been lawful to refund such tax where spirits are lost or 
destroyed after such payment of tax. Since, under provisions of 
sections 5006 and 5061 tax may be determined prior to removal but, in 
some instances, not paid until after removal, it is necessary, in order 
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to preserve the original intent of the law, to revise this paragraph to 
prohibit remission or refund of tax after determination of the tax and 
removal of the spirits. 

Paragraph (4), “Insurance coverage,” is existing law. (See sec. 
2901 (d).) 

Subsection (c), ‘Loss or destruction of alcohol,” is existing law 
(see sec. 3113 (a)) except that the parenthetical statement ‘(produced 
at an industrial alcohol plant or imported under sec. 5311)’’ has been 
inserted following the words ‘‘Whenever any alcohol” at the beginning 
of the subsection, and the words “under existing law”’ were deleted in the 
phrase “may remit or refund any tax incurred under existing law upon 
such alcohol”. The parenthetical insertion is made to distinguish 
between alcohol produced at industrial alcohol plants or imported 
and high proof spirits produced at distilleries, in order that the loss 
provisions of the subsection may not be construed as applying to such 
spirits produced at registered distilleries. The deletion of the words 
‘under existing law”’ is made for the purpose of clarity. 

Subsection (d) contains cross-references to other provisions of law 
pertaining to allowance for loss while in bond. 


Section 5012. Drawback 

Subsection (a), ““Drawback on exportation of distilled spirits in 
distillers’ original packages,’’ is a simplification of section 2887 of 
existing law. Details as to forms, procedures, and customs require- 
ments have been left to regulations. This will permit a more efficient 
and less costly system of administration. Certain existing detailed 
requirements have been found to be obsolete and unnecessary. 

Subsection (a), ‘‘Cross-references,’”’ contains cross references to other 
provisions of law relating to drawback on distilled spirits and alcohol. 

SUBPART B. RECTIFICATION 

Section 5021. Imposition and rate of tax 

Subsection (a), ‘Rectified spirits and wines,” is existing law (see 
sec. 2800 (a) (5)).. The proviso relating to the production of gin and 
vodka has been omitted for incorporation in section 5025 (b). The 
use of the word “imposed” rather than “levied, assessed, collected, 
and paid” is intended only as a modernization of language. 

Subsection (b), “Change in proof or volume,”’ is existing law (see 
sec. 2801 (b)) except that the text has been revised by striking the 
word “paid’”’ in the two places it appears in existing law (sec. 2801 (b)) 
and inserting in lieu thereof the word “determined.” This revision 
is necessary to conform to the authorized method of taxpaying by 
returns. Under existing law, tax is paid at the time of the completion 
of the process of rectification. It has not been lawful to change the 
proof or volume of a rectified product after such taxpayment. Since 
under the provisions of sections 5026 and 5061 tax may be determined 
at the time the process of rectification is completed, but in some 
instances, not paid at such time, it is necessary, in order to preserve 
the original intent of the law, to revise this subsection to prohibit 
change in proof or volume of the product after the rectification tax has 
been determined. 
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Section 5022. Tax on cordials and liqueurs containing wine 

This section represents a substantial change in existing law. It is 
derived principally from section 3030 (a) (2) of the existing law. 
Since the products covered are primarily rectified products, this 
provision has been included in this subpart. 

The first important change from existing law is the deletion of the 
listing of fortified wines (and brandies used therein) and the insertion 
of the words ‘‘and not sold as wine, which contain more than 2% 
percent by volume of wine of an alcoholic content in excess of 14 
percent by volume (other than bottled cocktails), This change will 
permit the imposition of the tax equally upon cordials, liqueurs, ete., 
containing unfortified wines of an alcoholic content in excess of 14 
percent by volume and upon such cordials, liqueurs and liquors contain- 
ing fortified wines of an alcoholic content in excess of 14 percent by 
volume. 

Another important change in this section from existing law is the 
changing of the taxable unit to a “wine gallon” in licu of the former 
‘each one-half pint or fraction thereof.” ‘The new rate stated for 
these compounds has been calculated so that the revenue yield will 
be the same under the new provisions as it has been under section 
3030 (a) (2). 

The tax imposed by this section is in lieu of the rectification tax 
imposed by section 5021. 

Section 5023. Tax on blending of beverage brandies 

This section is existing law (see sec. 2801 (e) (5)), except that the 
text of the first proviso of the section has been revised by striking 
from the end thereof the clause “such tax to be paid by rectified 
spirits stamps affixed to the packages at the time of withdrawal,” 
and substituting therefor the clause ‘such tax to be determined at the 
time of withdrawal and paid under such regulations as the Secretary 
or his delegate shall prescribe.” This change was made to conform 
to the provision of sections 5026 and 5061 (a), relative to the deter- 
mination of tax and the payment thereof by return. 

Section 5024. Definition 

This section consists of cross references to other definitions involving 
rectification. 

Section 5025. Exemption from rectification tax 

Subsection (a), “Absolute alcohol,” is existing law. See section 
2801 (c) (2). 

Subsection (b), “Production of gin and vodka,” is existing law. See 
proviso at end of section 2800 (a) (5). 

Subsection (c), ‘““Rectifying spirits in course of original distillation,” 
is existing law. See proviso at end of section 3254 (g). 

Subsection (d), “Redistillation of spirits by distillery, 
law. See last sentence of section 2883 (e). 

Subsection (e), “Blending straight whiskies, pure fruit brandies, or 
wines,” represents existing law (see sec. 2801 (c) (1)), relating to blend- 
ing of straight whiskies, blend of fruit brandies and blending of wines 
to commercial standards. The exempting provisions of section 2801 
(c) (1) relating to cordials and liqueurs taxable under existing section 
3030 (a) (2) has been omitted here, since the taxing provisions of 
existing section 3030 (a) (2) have been incorporated in this subpart at 
section 5022, 


” is existing 
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Another change is in the first sentence of this subsection, where 
the parenthetical phrase “(other than caramel)’’ has been inserted 
after the words “coloring or flavoring matter” in the qualifying state- 
ment relative to the blending of pure fruit brandies. This insertion 
is consistent with the provisions of existing law (see sec. 3036 (a)) 
and conforms to present practices. 

Subsection (f) ‘Addition of caramel to brandy” is derived from the 
principle set forth in section 3036 (a) of existing law, which states 
that wine spirits shall include commercial brandy which has been 
colored with burnt sugar or caramel. Subsections (b) and (c) of 
section 3036 of existing law extend these provisions to citrus fruit and 
brandy and other fruit brandy. Under these provisions of law it has 
been standard practice to permit, under regulations, the addition of 
a quantity of caramel sufficient to make up deficiencies in color, 
provided this addition of caramel was done in the distillery or ware- 
house prior to removal. ‘The exemption herein will apply only to 
the addition of caramel at the distillery where produced or in the 
warehouse where stored and will not apply to the addition of caramel 
at a rectifying plant or any other premises. 

(g) Apothecaries.—This subsection is existing law. (See see. 
3250 (d)). 

Subsection (i) contains cross references to provisions of law exempt- 
ing certain persons and products from special tax as a rectifier and 
from the rectification tax imposed by this subpart. 

Section 5026. Determination and collection of rectification tax 

(a) Determination of tax. —The first clause of paragraph (1) ‘“Gen- 
eral” represents a major change from existing law. Rectification tax 
is now collected at the time the process of rectification is completed. 
Under the provision of subsection 5026 (b) and section 5061 the tax 
may be paid by return. Under such a system the rectified products 
may be gauged, the tax determined, and the products bottled or 
packaged “and removed from the rec tifying plant prior to the time of 
actual payment of the tax. Accordingly, ‘this new sentence will pro- 
vide for the determination of the tax rather than for the payment of 
the tax as has been provided in existing section 2800 (a) (1) (A). The 
remainder of the paragraph is derived from the existing section 2800 
(a) (1) (A) in respect to the method and equipment to be used in 
ase eee the tax. 

Paragr aph (2) “Unauthorized rectification” incorporates the policy 
una existing law of asserting and collecting rectification tax in the 

‘ase of unauthorized rectification. It is intended that the provision 
a this paragraph will preclude any person conducting an unauthorized 
rectifying process from taking advantage of a deferred payment 
system. 

Subsection (b), “Taxes on rectified spirits, wines and cordials, or 
liqueurs,” refers to section 5061 for the procedural requirements rel- 
ative to the payment or collection of the rectification tax imposed 
under this subpart. 

Section 5027. Siamp provisions applicable to rectifiers 

Subsection (a), “Exchange of wholesale liquor dealers’ stamps for 
rectified spirits stamps,” is existing law. See section 2802 (c). 

Subsection (b), “Cross references,” contains references to other 
provisions of law relating to the stamping of rectified products, 
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Section 5028. Cross references 
This section refers to penalties applicable to violations of the 
provisions of subpart B. 


SUBPART C—WINES 


Section 5041, Imposition and rate of tax 

This section makes four important changes in existing law (sec. 
3030). 

The first change is to impose the wine tax on rice wines. Heretofore, 
these wines, because of the nature of the material from which they 
are made, have been required to be made at breweries and subject to 
tax as beer. However, the producer has been required to qualify 
under the Federal Alcohol Administration Act (49 Stat. 977, 27 
U. S. C, 201 et seq.) as a producer of wine. For uniformity, and 
since the products are commonly known as wine, they should be taxed 
as wine. A small amount of rice wine is made in Hawaii, and a small 
amount is imported. In classifying the product as wine the tax rate is 
raised from approximately 29 cents a gallon (under the beer tax) to 
67 cents a gallon, the rate for wine containing more than 14 percent 
but not more than 21 percent of alcohol. These wines usually contain 
from 16 to 18 percent of alcohol; however, rice wines can be made 
with an alcoholic content not over 14 percent, in which event, they 
are subject to the wine tax of 17 cents a gallon. 

The second change is to impose the tax on champagne and other 
sparkling wines and on artificially carbonated wine on the “wine 
gallon” in lieu of the existing imposition on “each one-half pint or 
fraction thereof,’ but the rates stated for these wines have been 
calculated so that the revenue yield will be the same as heretofore. 
This change is made to establish a uniform taxable unit for all wines. 

The third change is to define the term ‘wine gallon” consistent 
with other provisions of law establishing the liquid measure equivalent 
of a gallon, and to clarify the method of computing tax on fractional! 
parts of a gallon. 

The fourth change is in respect to the tax on illegally produced 
wine. It provides “that the tax shall be due on illegally produced 
wine at the time of production, whether or not the product has been 
removed for consumption or sale. This will facilitate collection of 
tax on illegally produced wine, and is consistent with existing admin- 
istrative construction. 

The general provisions regarding taxes on wines and the rates of 
tax on still wines are the same as in existing law. The use of the word 
“imposed” rather than “levied, collected, and paid” is intended only 
as a modernization of language. (See sec. 5022 regarding the tax 
imposed by existing law (sec. 3030 (a) (2)) on liquors, cordials or 
similar compounds.) 


Section 5042. Exemption from tax 

This section makes two important changes in existing law (sec. 
3030). 

The first change is to provide a definite distinction between taxable 
apple wine and tax-free hard (fermented) cider (usually made during 
the fall of the year by farmers and sold at the roadside), by per- 
mitting exemption from the tax only in the case of cider which is 
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made within prescribed limitations. The enactment of this provision 
will restore the situation which existed prior to 1936. At that time 
the revenue laws were amended to specifically refer to “apple wine,” 
thus raising the question whether hard cider (previously not taxed) 
is taxable. This clarifying provision will remove the uncertainty as 
to the status of hard cider and will permit further clarification by 
regulations. 

The second important change is to authorize universities and certain 
other institutions to produce, receive, blend, treat, and store wine for 
experimental purposes but not for consumption or sale. Some 
universities and colleges have installed courses in the production and 
treatment of wines. The production, receipt, etc., of wine for experi- 
mental purposes and the withdrawal of wine spirits without payment 
of tax for such purposes will be somewhat similar to the withdrawal 
of alcohol under existing law for use by universities and colleges. 

The provision in existing law authorizing the tax-free production of 
wine for family use is retained. 

Section 5043. Collection of taxes on wines 

This section has two changes in existing law (sec. 3030 (b)). 

The first change is to establish the joint and several liabilities of 
all persons concerned with the illegal production, importation, or 
possession of wine. Under existing law, the tax on illegally produced 
or imported wine can be collected only from the producer or importer. 
This section makes it possible to collect the tax from the person pos- 
sessing the illegal wine. This will facilitate the collection of tax on 
such wine and 1s consistent with section 5041 (d). 

The second change concerns the method of tax collection. Under 
existing law the tax on wine is collected by stamp. This section pro- 
vides for the collection of the tax by return upon the issuance of 
regulations by the Secretary or his delegate. The collection of the 

tax by return will be consistent with the method of collection of other 
excise taxes. 

Provisions in existing law regarding persons liable for the tax on 
wine removed from bond or customs custody are retained, 

Section 5044. Refund of tax on unmerchantable wine 

This section is new. It makes provision for refund, credit, or other 
tax relief, upon delivery of unmerchantable domestic champagne or 
other sparkling wine or artificially carbonated wine to a bonded wine 
cellar. Similar provision is not made in respect to still wines. Where 
champagne or other effervescent wines have lost their effervescence, 
contain sediment, or have become cloudy, it is not feasible to place 
them in a marketable condition. If the wines have not already lost 
their effervescence, a process of reconditioning will result in the loss 
of effervescence, and reduce the value of the product to that of a still 
wine, which is substantially less than that of an effervescent wine. 
If the tax has been paid, the claim for refund or credit must be filed 
by the proprietor of the bonded wine cellar to which the effervescent 
wine is delivered for destruction or conversion into still wine. If such 
effervescent wine is returned to a bonded wine cellar before payment 
of the tax by return, as authorized under section 5061, the claim for 
relief from tax must be filed by the proprietor of the bonded wine 
cellar from which the wine was removed for a taxable purpose. The 
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burden of proof in all such cases is with the claimant. Refund, credit, 
or relief will be granted only in respect to effervescent wines removed 
subject to tax on or after the date of enactment of this chapter. 


SUBPART D—BEER 


Section 5051, Imposition and rate of tax 


‘ 


Subsection (a), “Rate of tax,’’ contains no change in substance of 
existing law (sec. 3150 (a)) with the sole exception that the listing of 
lager beer, ale, porter, and other similar fermented liquor, containing 
one-half of 1 percent, or more, of alcohol, has been deleted here and 
the word “beer” substituted therefor, since beér is defined in section 
5052 to include lager beer, ale, porter, and other similar fermented 
liquor. The use of the word “imposed” rather than “levied and 
collected” is intended only as a modernization of language. 


Subsection (b), “Assessment upon materials used in production in 
case of fraud,” is existing law. (See sec. 3150 (c).) 

Section 50852, Definition 

Subsection (a) defines “beer” to include ale, porter, stout, lager 
beer, and other similar fermenting liquor. (See sec. 3150 (a).) 

Subsection (b), “Gallon,” represents existing law (sec. 3160) except 
that the words “wherever used in the internal revenue law relating to 
beer, lager beer, ale, porter, and other similar fermented liquors,” 
have been omitted and the phrase ‘wherever used in this subpart” 
has been substituted therefor, and the phrase “wine gallon” has been 
deleted as misleading to the public when used with regard to beer. 

Subsection (c), “Brewer,” is a cross reference to the definition of the 
word “‘brewer.”’ 

Section 5053, Exemptions 

This section continues the privilege of tax-free removals for export 
and manufacturing purposes. 

Subsection (a), ‘‘Removals for export,” represents existing law 
(sec. 3153 (b)) except that provision for withdrawal for export from 
storage warehouses has been deleted. This deletion was made because 
it has been found that warehouses and depots or other places of stor- 
age are no longer used for the storage of beer withdrawn in casks from 
breweries without payment of tax. 

Two other changes are made in existing law (sec. 3153 (b)). First, 
it is provided that beer delivered to customs custody shall be deemed 
to be exported. This new provision has precedent in customs law 
(19 U.S. C. 81¢e) which provides that delivery of liquor into customs 
custody at a foreign-trade zone is considered exportation of such liquor 
for the purposes of the internal revenue laws. Although the present 
provisions of law do not define “exportation,” regulations written 
pursuant to the provisions of existing law (sec. 3153) have required 
proof of landing as evidence of exportation. This has been found to 
be a cumbersome, time-consuming, and expensive process and is no 
longer deemed necessary, in the case of exportation of beer, for the 
protection of the revenue. Second is the omission of the last clause 
of existing law (sec. 3153 (b)), which reads “and no drawback of 
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tax shall be allowed on fermented liquor exported”. It has been 
found that the exportation of spirits and wines with benefit of draw- 
back under the provisions of existing law (sec. 3179 (b)) has made 
exportation transactions more efficient. Consistent with the deletion 
of this restriction, a new provision authorizing drawback of tax on 
exported beer has been included at section 5056. 

Subsection (b), “‘ Removals when unfit for beverage use,” is existing 
law. (See sec. 3153 (c).) The statutory requirements relative to 
the types of vessels to be used and marks, brands, and stamps thereon 
have been omitted and there has been substituted therefor a provision 
for the removal under regulations to be prescribed by the Secretary 
or his delegate. 

Subsection (c), ‘Removals for laboratory analysis,” is consistent 
with the provisions of the existing law regarding the removal of samples 
of wine and wine spirits. 

Subsection (d), ‘Removal as supplies for certain vessels and air- 
craft,” is a cross- ar ae to ‘.: provisions of section 309 of the 
Tariff Act of 1930 (19 U. S. C. 1309) relating to the use of certain 
articles as supplies on sania vessels and aircraft. 


” 


Section 5054. Persons liable for tax 
This section is existing law. (See sec. 3150 (b) (1).) 


Section 5055. Determination and collection of tax on beer 
oxisting law (sees. 3150 (b) (2) and 3157 (a)) requires that the tax 
on all beer must be paid by stamp when sold or removed for consump- 
tion or sale. ‘This section requires the tax on beer to be determined 
upon sale or removal for consumption or sale. 
A provision has been made in this section to authorize the Secretary 


or his delegate, whenever he finds it necessary for the protection of 
the revenue, to require stamps or other devices to be affixed to hogs- 
heads, barrels, or kegs ef beer, at the time of removal. This require- 
ment follows similar provisions for distilled spirits and, except that 
stamps will be sold for a nominal sum, sufficient to defray the expense 
of preparation, will impose no new requirement upon brewers. 
Section 6056. Drawback of tax 

This section represents a major change in the existing law. It 
authorizes drawback of tax on taxpaid beer which is exported. This 
is now specifically prohibited (sec. 3153 (b)). This provision accords 
to brewers the same privilege accorded in existing law to distillers, 
W sndanaleont and manufacturers of tobacco articles. 
Section 5057. Refund and credit of tax, or relief from liability 

Subsection (a) authorizes a refund, credit, or remission of tax on 
beer belonging to a brewer if such beer is returned to the brewery or 
destroyed under such supervision as may be required by regulations. 

Subsection (b) gives the same relief to brewers for beer lost by 
casualty, except by theft. 

Subsection (c) requires claims under this section to be filed within 
6 months. A claim will not be allowed if the claimant is indemnified 
by insurance or otherwise in respect of the tax, 
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SUBPART E--GENERAL PROVISIONS 


Section 5061. Method of collecting tax 

Subsection (a), “Collection by return,” represents a basie change 
in the method of collecting taxes on distilled spirits, wines, rectified 
spirits and wines, and beer. Existing law (secs. 2800, 3030, and 3150 
provides that taxes on such articles will be paid by stamp, on th 
basis of individual withdrawals and at the time of such withdrawals. 
This subsection will authorize the payment of such taxes by return 
and will permit the Secretary or his delegate to prescribe, by regula 
tions, the period for which a return shail be filed, the time for filing 
such return, the information to be shown thereon, and the time for the 
payment of the tax. A proviso in this subsection will continue the 
present method of taxpayment until January 1, 1955, and thereafter 
until regulations to provide for the payment of taxes by return have 
been issued by the Secretary or his delegate. 

Subsection (b), “Discretionary method of collection,” substantially 
represents existing law (see. 3172 (a)). ‘This provision authorizes 
alternate methods for the collection of tax where it is deemed necessary 

Subsection (c), “Applicability of other provisions of law,” is derived 


AD) 


from the last sentence of section 3172 (a) of existing law. 
Section 5062. Refund and drawback in case of exportation 

Subsection (a), “Refund,” is existing law. (See sec. 3179 (a).) 

Subsection (b), “Drawback,” is existing law. (See sec. 3179 (b).) 
Section 5063. Floor stocks tax refunds on distilled spirits, wines, cordials, 

and beer 

Subsection (a), “General,” is existing law (see. 1656 (a)) with a 
modification at the end to provide for the filing of a claim within 30 
days from the promulgation of the prescribed regulations. 

Subsection (b), “Limitations on eligibility for credit or refund,” rep- 
resents the provisions of existing law (sec. 1656 (b)) except that clause 
(2) has been omitted. This clause would require proof that, as to 
any article on which refund is claimed, such article is sold at a price 
to reflect the reduced tax rate. This requirement is impracticable to 
administer, or to comply with, and would constitute a heavy and 
costly administrative burden upon the Government and upon any 
person desiring refund under the provisions of subsection (a). 

Subsection (¢c) “Other laws applicable” is existing law. (See sec. 
1656 (¢).) 

Section 5064. Territorial extent of law 

This section is existing law (sec. 3174), except that it has been 

modified to include wines, in addition to distilled spirits and beer. 


Section 5065. Cross references 
This section clarifies the applicability of subtitle F, relating to pro- 
cedure and administration, to this subtitle. 
Part II—Occupationat Tax 


SUBPART A—RECTIFIER 


Section 5081. Imposition and rate of tax 
This section is existing law. (See sec. 3250 (f) (1).) 
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Seé ction 5082. Defin ition of rectifie r 

This section is existing law (sec. 3254 (g)), except that the proviso, 
relating to the purifying and refining of spirits in the course of orig- 
inal and continuous distillation, has been omitted and is stated at 
section 5025 (c) under the headnote ‘Refining Spirits in Course of 
Original Distillation.” 
Section 6083. Exe mptions 

This section makes reference to provisions of law making exemption 
from rectification tax or from special tax as a rectifier, 
Section 6084. Cross references 

The cross references contained in this section are to general pro- 
visions of law relating to rectification taxes, establishment and opera- 
tions of rectifying plants, and the penalties and forfeitures relative 
thereto. 

SUBPART B—BREWER 

Section 5091. Imposition and rate of tax 

This section is existing law. (See sec. 3250 (ec) (1) and see. 3250 
(d) (3).) 
Section 5092. Definition of brewer 

This section is existing law (sec. 3254 (d)), except that the word 
“beer” has been substituted for the words “fermented liquors of and 
description, for sale, from malt, wholly or in part, or from any substi- 
tute therefor.” This change is made to conform to new section 
5052 (a), which defines “beer” as including all such liquors. 
Section 5093. Cross references 


This section contains references to provisions of law exempting 
brewers from special tax incurred by selling beer. 


SUBPART C—MANUFACTURERS OF STILLS 

Section 5101. Imposition and rate of tax 
This section is existing law. (See sec. 3250 (j) (1).) 

Section 5102. Definition of manufacturer of stills 
This section is existing law. (See sec. 3254 (h).) 

Section 5103. Exemptions 
This section makes reference to the provision of existing law (sec. 

3103) exempting proprietors of industrial alcohol plants from special 

tax as manufacturers of stills and the tax on stills manufactured. 

Section 5104. Method of payment of taz on stills 
This section is existing law. (See sec. 3271 (c) (1).) 

Section 5105. Notice of manufacture of and permit to set up still 
Subsection (a), “Requireme nt,” is existing law. (See sec. 2818 (a).) 
Subsection (b), “Penalty,” makes reference to the penalty provisions 

relating to failure to give notice of manufacture or failure to register 

stills. 

Section 5106. Drawback 


This section makes no change in existing law (sec. 3250 (j) (3)) 
other than to add the words “and worms” immediately after the 
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and beer 

Subsection (a), “General,” is existing law (see. 1656 (a)) with 
modification at the end to provide for the filing of a claim within 30 
days from the promulgation of the prescribed regulations. 

Subsection (b), “Limitations on eligibility for credit or refund,’’ rep- 
resents the provisions of existing law (sec. 1656 (b)) except that clause 
(2) has been omitted. This clause would require proof that, as to 
any article on which refund is claimed, such article is sold at a price 
to reflect the reduced tax rate. This requirement is impracticable to 
administer, or to comply with, and would constitute a heavy and 
costly administrative burden upon the Government and upon any 
person desiring refund under the provisions of subsection (a). 

Subsection (c) “Other laws applicable” is existing law. (See sec. 
1656 (ce).) 
Section 5064. Territorial extent of law 

This section is existing law (sec. 3174), except that it has been 
modified to include wines, in addition to distilled spirits and beer. 
Section 5065. Cross references 


This section clarifies the applicability of subtitle F, relating to pro- 
cedure and administration, to this subtitle. 


Part II—OccupatTionaL Tax 


SUBPART A—RECTIFIER 


Section 5081. Imposition and rate of tax 
This section is existing law. (See sec. 3250 (f) (1).) 
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5052 (a), which defines “beer” as including all such liquors, 

Section 6093. Cross references 
This section contains references to provisions of law exempting 
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brewers from special tax incurred by selling beer. 
SUBPART C—MANUFACTURERS OF STILLS 

Section 5101. Imposition and rate of tax 
This section is existing law, (See sec. 3250 (j) (1).) 

Section 6102. Definition of manufacturer of stills 
This section is existing law. (See sec. 3254 (h).) 

Section 5103, Exemptions 
This section makes reference to the provision of existing law (sec. 

3103) exempting proprietors of industrial alcohol plants from special 

tax as manufacturers of stills and the tax on stills manufactured. 

Section 5104. Method of payment of tax on stills 
This section is existing law. (See sec. 3271 (c) (1).) 

Section 5105. Notice of manufacture of and permit to set up still 
Subsection (a), “Requirement,” is existing law. (See sec. 2818 (a).) 
Subsection (b), “Penalty,” makes reference to the penalty provisions 

relating to failure to give notice of manufacture or failure to register 
. > 5 5 

stills. 

Section 6106. Drawback 
This section makes no change in existing law (sec. 3250 (j) (3)) 

other than to add the words ‘and worms” immediately after the 
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word “‘stills.” Because of the omission of the words ‘and worms’’ 
from the provisions of the existing law, it has not been possible to 
allow drawback of tax paid upon worms exported. The change in 
this section will permit equal treatment in respect of any taxable 
distilling apparatus exported. 


SUBPART D—WHOLESALE DEALERS 


Section 5111. Imposition and rate of tar 

This section is existing law. Paragraph (1) of subsection (a) 
derived from section 3250 (a) (1). The first sentence of paragraph (2), 
“Retailers selling at wholesale,” is derived from section 3250 (a) (3), 
and the last sentence of the paragraph is derived from section 
3254 (c) (2). 

Paragraph (1) of subsection (b), “Wholesale dealers in beer,’ is 
existing law (sec. 3250 (d) (1)) and paragraph (2) is existing law 
(sec. 3250 (d) (2)). 

Section 5112. Definitions of wholesale dealers 

Subsection (a), ‘Wholesale dealer in liquors, 
sec, 3254 (b). 

Subsection (b), ‘Wholesale dealer in beer,” is existing law. (See 
sec. 3254 (ce). 

Section 5113, Exemptions 

Subsection (a), “Distillers selling spirits of own production,” is a 
restatement of existing law (sec. 3250 (a) (4)) except that the state- 
ment “to which the taxpaid stamps are affixed” was deleted due to 
the change in the method of taxpayment from payment by stamp to 
payment by return. Under the method of payment of the tax by 
return, taxpaid stamps would not be affixed to such barrels at the 
time of withdrawal. In order to preserve the intent and effect of this 
exemption the limitation was inserted, making it applicable to sales 
only “after determination of the tax.” 

Subsection (b), “Brewer selling in barrels, ete.,” is existing law 
(sec. 3250 (d) (3). The world “obliged,” appearing in the clause 
‘no brewer shall be obliged to pay special tax” which begins the 
subsection, has been changed to “required,” so that the clause now 
reads “no brewer shall be required to pay special tax.” ‘This change 
brings the language into conformity with the language of other similar 
provisions of law. 

Subsection (c), ‘Winemakers selling wines of own production,” is 
existing law. See section 3250 (g). 

Subsection (d) “Casual sales.” 

Paragraph (1), “Sales by creditors, fiduciaries, and officers of 
court,” is existing law. See section 3251 (a) 

Paragr aph (2), “Sales by retiring partners or representatives 
of deceased partners to incoming or remaining partners,” is 
existing law. See section 3251 (b). 

Subsection (e), “Cross references,” contains references to provisions 
of law relating to exemption of retail dealers from wholesale liability. 
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Section 6114. Records 


Subsection (a), ‘‘Requirements,” 


is derived from section 2857 of 
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place of business covered by his special tax stamp,” in existing law, 

has beea deleted. Existing law, with the phrase in it, has been con- 

strued as limited to wholesale dealers who have purchased special tax 

stamps. The phrase was, therefore, deleted to make the require- 

ments of this section applicable to all wholesale liquor dealers, 
.vardless of whether they have special tax stamps. 

“Existing law provides that every wholesale liquor dealer “shall 
keep daily” a record of distilled spirits received and disposed of by 
him. This requirement has been retained. However, the existing 
statutory requirements relating to transcripts and summaries has 
been changed to require dealers to submit transcripts, summaries, or 
records, as the Secretary or his delegate may require. The Secre- 
tary or his delegate may thus put into effect the requirements of the 
section to the extent required by current conditions and problems. 

The time during which records are required to be kept has been 
reduced from 4 years to 2 years to conform with other similar require- 
ments of the code. The requirements with respect to records to be 
kept by rectifiers has been made a part of section 5285 (b). 

Subsection (b), “Exemption of States,’’ is existing law. See section 
2858. 

Subsection (c), “Cross references,” contains references to provisions 
of law relating to wholesale records to be kept by dealers and rectifiers 
and to the penalties for violation of section 5114. 


Section 6115. Marking and stamping of packages filled on premises of 
wholesale dealers 
Subsection (a), “Requirements,” is existing law. See section 2863. 
Subsection (b), ““Penalty,’’ makes reference to the penalty provisions 
of law relating to noncompliance by wholesalers to the provisions of 
this section. 
Section 5116. Sign required on premises 


Subsection (a), “Requirements,” is a simplification of existing law 
(section 2831). The specific requirements concerning the length, 
width, and color of the lettering of the required sign have been omitted 
in this subsection and provision made for the Secretary or his delegate 
to prescribe such standards iby regulation. 

Subsection (b), ‘Penalty,’ ’ makes reference to the penalty for failure 
to post the prescribed sign. 


SUBPART E—RETAIL DEALERS 


Section 6121. Imposition and rate of tax 

Subsection (a), “Retail dealers in liquors,” is existing law. See 
section 3250 (b) (1) and (4). 

Subsection (b), “Retail dealers in beer,” is existing law. See section 
3250 (e) (1) and (2). 

Subsection (c), “Limited dealers in wines and beer,” is existing law. 
See section 3250 (e) (3). 

Section 5122. Definitions 

Subsection (a), “Retail dealers in liquors,” is existing law. See 
section 3254 (c) (1). 

Subsection (b), “Retail dealers in beer,” is existing provisions of 
law. See section $254 (f). 
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Subsection (c), “Retail drug stores or pharmacies,” is existing law, 
See section 3250 (b) (2). 

Section 5123, Exemptions 

Subsection (a), “Brewers selling in one-eighth barrel packages,” js 
existing law (section 3250 (e) (4)), except that since tax on beer will 
be paid by return, the qualification relative to the sale in “stamped 
packages” has been changed by deleting the words “original stamped” 
from the description of the package. 

Subsection (b) ‘Business conducted in more than one location”: 

Paragraph (1) “Retail dealers at large” is existing law. See 
section 3255 (a). 

Paragraph (2) “Retail dealers on trains, aircraft, and boats” js 
existing law (section 3255 (b)) except that specific provision has 
been made to include “aircraft.” The term “aircraft” is defined 
as a vessel. Regulations issued pursuant to the provisions of 
existing section 3255 (b) have applied to the business of retail 
dealers on aircraft as well as on other vessels. 

Paragraph (3) “Dealers making sales on purchaser dealers’ 
premises’: This paragraph is existing law (sec. 3255 (c)) with 
the following exception. ‘The phrase “covered by the stamp 
issued to him to denote the payment of the special tax imposed 
upon such dealers” has been omitted. Under the existing law, 
it has been held that where a brewer sells bottled beer, without 
prior orders having been given and received at the brewer's 
premises, at the places of business of various dealers along an 
established route and where the purchasing dealer had not been 
issued a stamp for the current fiscal year, such sales to the 
purchaser were in violation of the provisions of section 3255 (c), 
and rendered the brewer liable to special tax as a dealer at each 
of the premises where sales were so made. The omitted provision 
of law has been impracticable to administer and inequitable in 
result. 

Subsection (c) “Sales by retail dealers in liquidation”: This is 
existing law (sec. 3251 (c)) except that the last sentence (of sec. 325 
(c)) has been omitted since the section referred to (sec. 2860) is obsolete. 

Subsection (d) “Cross references” contains references to special 
exemptions from wholesale dealers’ special taxes. 


Section 5124. Records 

The first three subsections of this section are existing law. (See 
subsees. (a), (b), and (c) of sec. 3252.) Subsection (d) refers to the 
penalty provisions of subpart J relative to retail dealers’ records, 


SUBPART F—NONBEVERAGE DOMESTIC DRAWBACK CLAIMANTS 


Section 5181, Eligibility and rate of tax 

This section is existing law. (See sec. 3250 (1) (1) and (2).) It 
should be observed that the requirement that alcohol must be “fully 
taxpaid”’ to be eligible for drawback has been continued in this section. 
Although it will be possible for distilled spirits or alcohol to be removed 
from bond and used upon determination of the tax and before payment 
of the tax, regulations to be prescribed under the provisions of this 
section will require that the tax be paid prior to the payment of 
drawback claims in order that the Government will not be placed in 
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the position of acting favorably upon a claim for refund prior to the 
actual payment of the tax to be refunded. No change is made in the 
basis of the special tax. 

This tax is paid on an annual basis and is not subject to the pro- 
ration provisions of section 5142 (b). 


Section 182, Registration 

This section is existing law. See section 3250 (1) (3). 
Section 5133. Investigation of claim 

This section is existing law, See section 3250 (1) (4). 
Section 6184. Drawback 

This section is existing law. See section 3250 (1) (5). 


SUBPART G—GENERAL PROVISIONS 


Section 6141. Registration 
This section refers to the provisions relating to registration of special 
taxpayers. See section 3270. 
Section 5142. Payment of tax 
This section is existing law. See section 3271. 
Section 6143, Returns 
This section is existing law. See section 3272 (a). 


Section 5144. Provisions relating to liability for occupational taxes 

This section contains provisions pertaining to ownership, location, 
and changes in ownership and locatioa of businesses subject to 
special taxes. 

Subsection (a) “Partners” is existing law (section 3277). 

Subsection (b) “Different Businesses of Same Ownership and Loca- 
tion” represents existing provisions of law (section 3279). 

Subsection (c) ‘Business in More Than One Location” is derived 
from section 3278 and represents existing law, except that a proviso 
has been added at the end of the subsection to define the place of 
business subject to one special tax, 

Under existing law, the definition of location has received a limiting 
construction which in many cases required more than one payment of 
special tax for a business carried on by the same proprietor in the same 
general location but divided by streets, canals, public passageways, 
partitions, ete. Although a slight loss of revenue from special taxpay- 
ments may be anticipated due to this change, it is believed that the 
change corrects inequities in the present law and that it will sub- 
stantially simplify administration of this provision of law. Under 
existing lew. a brewer whose premises are separated by a public street 
and who sells beer at locations on the premises separated by the public 
street, is required to pay special tax as a dealer at each of the locations, 
although, in fact, he is carrying on but one business of selling his 
product on his brewery premises. The new provision added at this 
subsection will permit the carrying on of such a business under one 
special tax. 

Subsection (d) “Death or Change of Location” is existing law. See 
section 3280 (a). 


’ 
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Subsection (e) “Federal Agencies or Municipalities” is existing law 
(section 3283). 
Section 5145. Supply of stamps 

This section is existing law (section 3273 (a)) except that references 
to sections 2802 (a), 3300, 3301, and 3302 of existing law have been 
omitted and all pertinent provisions relating to stamps have been 
made applicable to the supplying of special tax stamps under section 
5145, 
Section 5146. Posting stamps in place of business 

This section refers to the provisions relating to posting special 
taxstamps. See section 3273 (b). 
Section 5147, List of special taxpayers for public inspection 

This section refers to the provisions of law relating to lists of special 
taxpayers for public inspection. See section 3275 (a). 
Section 5148, Application of State laws 

This section is existing law. See section 3276. 
Section 5149. Application of subpart 

This section derives from section 3282 of existing law and makes 
applicable the provisions of this subpart to the special taxes imposed 
under this part and by chapter 53. 


SUBCHAPTER B—DISTILLERIES 
Part I—EstTaBLIsHMENT 


Section 5171. Premises prohibited for distilling 

This section makes two important changes in existing law (sec- 
tion 2819). There have also been additional clarifying changes. 

The first important change is the deletion of the provision of 
existing law that a distillery premises could not be located within 
600 feet of a premises authorized to be used for rectifying except with 
the specific permission of the Secretary or his delegate. The 600 feet 
requirement has been waived in numerous cases and is no longer be- 
lieved to serve a useful purpose under modern operating conditions. 
Distilling and rectifying operations are presently carried on to a large 
part by the same proprietors. The business of rectifying and distilling 
can be more adequately and efficiently supervised by Government 
officers if the premises are reasonably contiguous. This change is in 
line with similar changes in other sections of this chapter. 

The second major revision of this section is the granting of discre- 
tionary authority to the Secretary or his delegate to authorize busi- 
nesses, other than those specifically prohibited by the statute, to be 
conducted on distillery premises when the Secretary or his delegate, 
finds that such operations will not jeopardize the revenue. There are 
certain types of operations in which it might be possible to utilize the 
facilities of a distillery without jeopardy to the revenue. One exam- 
ple of a type of business that might be authorized is the manufacturer 
of antibiotic drugs which requires large scale fermenting equipment of 
the same character as that used in a distillery, Certain distilleries are 
already engaged in this type of business and have found it necessary 
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under present law to duplicate at great expense their fermenting 
facilities. 

A third change is that the specific prohibition against the manufac- 
ture of ether on distillery premises has been deleted. ‘The production 
of ether could be authorized on distillery premises under regulations if 
such operations were found not to jeopardize the revenue. 

In addition to the changes referred to above there have been three 
changes of a clarifying nature. These clarifying changes are as 
follows: 

(1) The words ‘‘and in any building” have been deleted from the 
portion of the section which prohibits distilling on any premises 
where beer, wines, or vinegar, etc., are manufactured since it is 
believed that the phraseology “on any premises’ adequately 
covers this restriction. 

(2) The reference to lager beer, ale, porter, or other fermented 
liquors has been deleted and the word ‘‘wine’’ has been added. 
This change more clearly states the restriction intended by the 
statute which is to prevent the carrying on of distilling operations 
on the premises where beer or wines are produced. The term 
“beer’’ 1s defined in section 5052 as including the enumerated 
types of fermented liquor which have been deleted. 

(3) The last sentence of this section has been added to make 
it clear that the section does not prohibit the use of any still, 
boiler or other vessel by a rectifier, in accordance with the pro- 
visions of section 5082, in a rectifying plant qualified under this 
chapter. 

The changes made in this section are not intended and would not 
have the effect of authorizing rectifying and distilling on the same 
premises since such joint operations would be prohibited by other 
provisions of law. 


Section 6172, Conditions precedent to carrying on the business of 
distilling 

This section makes two changes in existing law (section 2832). 

The first change is the deletion of the statutory requirement that a 
distillery comply with the survey requirements as a condition pre- 
cedent to carrying on the business of distilling. While the survey 
requirements have been retained, pending further study, these re- 
quirements are substantially obsolete and are now waived by regula- 
tions pursuant to the authority contained in section 5179. 

The second change in this section is the deletion from existing law 
of the requirement that distilleries and rectifying premises be sep- 
arated by 600 feet and that distilling and rectifying not be carried 
on within such distance. This provision has been deleted for the 
reasons stated in the comments with regard to section 5171. 


Section 6173, Distillery fixtures and equipment 

Subsection (a) of this section relating to fermenting and distilling 
equipment, etc., makes the following changes in existing law (section 
2822): 


HOnmm }e 


(1) Existing law requires furnaces of stills and boilers used in 
distilleries to be so constructed that the door of the furnace 
may be locked. This provision has beea revised to require 
construction of the furnace or the steam or fuel line of the still 
or boiler in such manner that they may be locked. The existing 
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statute is inadequate to take care of modern equipment and has 
been revised for this reason, 

(2) Existing law specifies in particular detail the construction 
of the fermenting and distilling equipment and the painting of 
the fixed pipelines for the conveyance of mash, beer, spirits, etc. 
Such detail in the statute is considered unnecessary and too 
restrictive and has been eliminated. The revised subsection 
specifies that the fermenting and distilling equipment and all 
fixed pipes and vessels shall be constructed, arranged and identi- 
fied pursuant to regulations. The revision giv es more latitude to 
the Secretary in prescribing the construction, arrangement, and 
identification of the equipment. 

Subsection (b), relating to receiving cisterns, has been revised in 
the following respects: 

Existing law (section 2820 (a)) specifies in detail the exact manner of 
construction of receiving cisteras. This section has been revised 
to maintain the statutory requirements of a closed system for the 
transfer of the spirits from the still to the cistern and to prohibit any 
abstraction of spirits between the still and the receiving cistern, 
However, the details of the construction, arrangement, and identifica- 
tion have been left to regulations, thus providing for greater flexibility 
in the supervision of modern operations. 

The requirement that each receiving cistern be of sufficient ca- 
pacity to hold 24 hours’ production was deleted as unnecessarily 
restrictive since several receiving cisterns may be in fact required 
to hold a day’s production. However, this revision is not intended 
to make any change in the present requirement that each day’s 
production of distilled spirits be segregated. 

The last paragraph of section 2820 of existing law, referring to 
waiver of survey requirements, was deleted as unnecessary ia view 
of section 5552. 

Subsection (c), relating to changes in apparatus and fastenings, is 
derived from section 2823 and is existing law. 

Section 6174. Registry of stills 


This section (derived from section 2810) constitutes a major revision 
of the existing law which requires all stills (with the exception of 
stills for refining petroleum) for whatever purpose used to be registered 
immediately upon being set up. The specific exemption for stills for 
the refining of petroleum was deleted and a proviso added in lieu 
thereof to the effect that stills or distilling apparatus not used or 
intended to be used for the distillation, redistillation, or recovery of 
distilled spirits are not required to be registered. 

Under present law many thousands of stills used for distilling water, 
or in the preparation of drugs, chemicals, or for recovering cleaning 
fluids are required to be registered. This has placed a major burden 
both upon the industry using such stills and the Government. The 
general requirement for registration of all stills has not materially 
aided the enforcement of the revenue laws relating to liquors and the 
administrative expense and the burden upon industries using such 
stills is considered disproportionate to the results obtained. 

The requirement for registration of stills used for the distillation, 
redistillation or recovery ‘of distilled spirits has been retained since 
this is a fundamental enforcement aid used with regard to illicit 
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distilling. ‘This provision is now consistent with special tax on the 
manufacturers of stills, contained in section 5101, which is applicable 
onlv to stills used for distilling and is also consistent with section 5105. 


Section 5175. Notice of business of distiller 

This section (derived from section 2812) is substantially a restate- 
ment of existing law except that the details required by existing law 
in relation to the number and capacity of stills, boilers, mash tubs, 
etc., have been left te regulations, thus enabling the Secretary or his 
delegate to require only information that is found to be essential. 

The specific requirement that notice be given in case of the change 
of time of fermenting has been omitted as unnecessary and the time 
in which a notice of change in location, form, capacity, ete., is required 
to be submitted to the Secretary or his delegate has been left to regula- 
tions. Existing law provides that such notice of change be submitted 
within 24 hours. This specific time requirement is considered un- 
necessary and too restrictive. 

Section 6176. Distiller’s bond 

A major change in existing law (sec. 2814 (a)) has been made in 
this section for the purpose of giving the Government additional 
security in cases of payment of tax on distilled spirits by return on 
a deferred basis. Provision has been made that the Secretary or his 
delegate may require the distiller to furnish an additional bond (not 
limited by the $100,000 maximum) in case the distiller desires to 
withdraw spirits on determination of tax and make payment by 
return at a later date. 

The additional bond would be for the purpose of securing the 
payment of the tax and would be in such form, and in such penal sum, 
as regulations prescribe. In addition, the bond would be conditioned 
upon compliance with such other requirements, relating to with- 
drawals upon determination of tax, as the Secretary or his delegate 
prescribes by regulations. If the tax determined on withdrawal from 
the distillery is not paid when due, the Government could proceed 
against either or both of the bonds. 

Transfers in bond, or withdrawals authorized by law to be made 
without payment of tax, would not require the posting of the addi- 
tional bond. 


Section 5177. Conditions of approval of distiller’s bond 

This section is existing law (secs. 2815 (a) and (b) and 2814 (a) (1)). 
Section 5178. Plan of distillery 

This section has been rewritten for simplification, and has left to 
regulations the information regarding the equipment in the distillery 
which must be shown on the plan (sec. 2816). 
Section 5179. Survey of distillery 

This section is existing law (sec. 2817 (a) and (b)). 
Section 5180. Sign required on premises 


This section represents existing law (sec. 2831), except that the 
specific requirement as to the size of the sign and the requirement that 
the sign be in painted or oil colors or gilded has been deleted and the 
provision inserted that the sign should be posted in the manner and 
form prescribed by regulations. 


44140°—54——-30 
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Section 5191. Commencement, suspension, and resumption of operations 


The principal change in existing law (sec. 2850), made by this 
section is the elimination of the detail in the statute specifying the 
exact manner in which the Government officers lock or seal the furnaces 
or distilling apparatus to prevent distilling after the distiller has given 
notice of suspension of operations. The section provides that the 
Government officers shall adopt such means by locks and otherwise 
as the Secretary or his delegate may, by regulations, prescribe to 
prevent the use of the stills. 

The first sentence of the section has been added for the purpose of 
prescribing a time when the distiller after approval of bond may 
commence operations. Under present administrative practice the 
distiller may not commence operations until a storekeeper-gager has 
been assigned to the distillery to supervise the operations. 

The provision has also been added that the notice required in this 
section shall be in such form and submitted in such manner as the 
Secretary or his delegate shall by regulations require. 

The present statute provides that the securing of the furnace, 
boilers and stills shall be at the expense of the distiller. This pro- 
vision has been deleted as no longer necessary. 

Section 5192. Supervision of operations by storekeeper-gaugers 

This section makes the following changes in existing law (sec. 3042): 

Subsection (a) has clarified existing law to specifically require the 
assignment of gaugers to the distillery since the distillery cannot oper- 
ate in the absence of the gaugers. 

Subsection (b) gives more latitude than existing law (sec. 2820) 
to the Secretary or his delegate to prescribe the nature and extent 
of the supervision of the operation in the cistern room by the 
storekeeper-gauger. 

Subsection (c), relating to the use of materials in the removal of 
spirits, is a new provision. Existing law (sec. 2838) imposes a penalty 
upon distillers who use materials for the purpose of making mash, 
wort or beer, or for the production of spirits and for the removal of 
distilled spirits in the absence of the storekeeper-gauger. The penalty 
which is contained in section 5612 has been keyed to subsection (c) 
and this subsection allows the Secretary or his delegate to prescribe by 
regulations the nature and extent of the supervision which will be 
required i in the case of use of materials and removal of spirits. 

Subsection (d), relating to storekeeper-gaugers’ records is existing 
law (sec. 2877). 


Section 5183. Drawing, gauging and marking of Cistilled spirits 
This section contains the following changes in existing law: 

(1) Existing law (sec. 2820) requires spirits to be drawn off 
on or before the end of the third day after deposit in receiv- 
ing cisterns in distilleries. This restriction has been found im- 
practicable in cases of intervening holidays or other nonworking 
days. Subsection (a) has therefore been revised to provide that 
such spirits be drawn off on or before the end of the third work- 

ing day. Also, the statement that distilled spirits except as 
oth erwise provided i in section 2883 must be removed to an in- 


ternal revenue bonded warehouse has been changed to “except 
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as otherwise provided by law” since there are other provisions 
of law relating to the removal of distilled spirits from distilleries. 
(2) The requirement of existing law (sec. 2878 (a)) that the 
gauging should be performed by a storekeeper-gauger has be ren 
changed to “under the supervision of the storekeeper-gauger. 
This ‘change would allow the gauging to be done by the distiller 
under the supervision of the “storekeeper r-gauger. This change 
conforms the practice and policy of registered distilleries to the 
practice now carried on in alcohol plants and would make possible 
a more efficient use of Government ., 
Subsections (b) and (c) are existing law (sec. 2878 (b) and (c)). 
Subsection (d), which relates to gauging, nate and branding by 
distillers of the spirits when withdrawn from the distillery, has been 
changed from existing law (see. 2878 (d)) to cover actual gauging and 
also to prov ide that such marking, branding, and gauging be unde r the 
“supe rvision” of the storekeeper-gauger rather than under the “imme- 
diate personal” supervision of such gauger. 


Section 5194. Transfer of spirits at registered distilleries 

This section has been revised in the following important particulars: 

In subsection (a) (derived from sec. 2883 (a)) the restriction that 
distilled spirits of 160° of proof or more produced at registered dis- 
tilleries, including fruit distilleries, could be withdrawn for use for 
beverage purposes only, has been deleted. The effect of this deletion 
is to authorize the withdrawal of such spirits produced at registered 
distilleries (including registered fruit distilleries) for certain non- 
beverage uses such as flavoring of foods (rum and brandy are custom- 
arily used in the flavoring of mincemeat, fruitcake, etc.) and the 
manufacture of flavoring extracts and medicinal preparations. Under 
existing law such distilled spirits produced at registered distilleries 
(including registered fruit distilleries) could not be withdrawn for 
such drawback purposes. Since rum and brandy are not produced at 
industrial aleohol plants, this restriction deprived nonbeverage man- 
ufacturers from obtaining such rum and brandy for their manufactur- 
ing purposes. This change is consistent with the language of existing 
law, which provides that distilled spirits produced in domestic regis- 
tered distilleries and industrial alcohol plants may be used for the 
designated nonbeverage purposes with benefit of drawback. 

Subsection (a) has also been revised to include tank trucks in the 
authorized means of transportation of distilled spirits from cistern 
rooms in distilleries to internal revenue bonded warehouses or from 
storage tanks in internal revenue bonded warehouses to other internal 
revenue bonded warehouses. The experience in the use of tank 
trucks obtained under national emergency transfer provisions (sec. 
5217) has shown that this means of transportation may be used without 
jeopardy to the revenue. 

Subsection (b), relating to the destruction or denaturation of dis- 
tillates containing fusel oil or aldehydes, is existing law (sec. 2916). 

Subsection (c), relating to transfer of rum for denaturation, is 
existing law (sec. 2883 (c)). 

Under existing law wine spirits of 160° of proof or more may be 
transported in tank cars from cistern rooms of distilleries to internal 
revenue bonded warehouse, but transportation of such spirits by tank 
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trucks is not permitted. Subsection (d) as revised would permit such 
transportation. 

Paragraph (1) of subsection (e) represents existing law (sec. 2883 
(d)) except that the statement “upon payment of tax” has been 
changed to “upon determination of tax”. This change was necessary 
to conform this provision to the revised method of taxpayment, 

Paragraph (2) of subsection (e) is a new provision authorizing vodka 
and gin of any proof to be transferred in bend in tank cars and tank 
trucks from distilleries to internal revenue bonded warehouses, and 
the removal therefrom, upon determination of tax, in tank cars and 
tank trucks. Existing law precludes gin of less than 160° of proof and 
vodka from being transported in tank cars and tank trucks. This is 
a liberalizing change to facilitate the transportation of such spirits 
under modern operating conditions. 

Subsection (f) has been substantially revised from existing law (sec. 
2883 (e)) to provide more latitude in the methods of transfer and the 
types of containers authorized to be used for transporting spirits for 
redistillation. Existing law restricts such removals by pipelines to 
transfers from storage tanks in internal revenue bonded warehouses 
and receiving tanks in distilleries to contiguous distilleries. ‘This sub- 
section eliminates the restriction in existing law that the proof of the 
spirits transferred by pipeline be 160° or more and also permits the 
transfer of spirits from any tank in the internal revenue bonded 
warehouse. ‘This subsection would permit the transfer of spirits 
in any approved container for redistillation. These changes are of 
a liberalizing character and are deemed to be desirable to facilitate 
modern improved operations. Existing law also contains a restriction 
that there must be a showing of need for redistillation. This require- 
ment has been eliminated as unnecessary and unduly restrictive of 
the distiller’s operations. 

Subsection (g), empowering the Secretary or his delegate to pre- 
scribe regulations, is existing law (sec, 2883 (f)). 

Subsection (h) is existing law (sec. 2883 (g)). 

Section 5195, Restrictions relating to operations 

Subsection (a), relating to prohibited hours for distilling is existing 
law. 

Subsection (b), relating to prohibited hours for removal of spirits, 
is existing law. 

Section 6196, Entry and examination of premises 


There have been combined into this section the five sections of ex- 
isting law relating to entry and examination of distillery premises. 
(See secs. 2826, 2827, 2828, 2830, and 2839.) 

The existing law contains a limitation on the walls or fences which 
can be erected on distillery premises and limits such fences or walls 
to 5 feet in height, except upon specific permission from the Secre- 
tary or his delegate. In a very large percentage of the cases this re- 
quirement has been waived. ‘This limitation on the height of fences 
and walls is not considered to serve any useful purpose. At the time 
the restriction on the height of fences was inserted in the statutes the 
distillers were not required to furnish keys to the premises. Since 
Government officers now have keys to the premises, the fence re- 
striction is no longer necessary nor desirable in view of the fact that 
higher fences or walls are needed to protect the premises against 
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trespassers, and this restriction in existing law has been deleted from 
subsection (a). In addition, subsection. (a) has been changed to 
make it clear that the distiller must furnish the Secretary or his dele- 
gate such keys to the Secretary or his delegate as may be required 
by Government officers to gain access to the distillery premises and 
structures. ‘The present law merely provides for keys to the gates 
and doors of the distillery, while under this subsection as revised, 
the Secretary could require the furnishing of keys to any structure 
on the premises. (Sec. 2826.) 

Subsection (b), relating to the right of entry and examination of 
distilleries, is existing law. (See. 2827.) 

Subsection (c), relating to the furnishing of facilities and the giv- 
ing of assistance to revenue officers in examining distillery premises, 
is existing law. (See. 2828.) 

Subsection (d), relating to authority to break up grounds or walls, 
is existing law. (Sec. 2830.) 

Subsection (e), relating to examination of worm tubs or condensers 
in distilleries, is existing law. (Sec. 2839.) 


Section 6197. Distiller’s records and returns 


Into this section have been incorporated the various provisions 
of law relating to the records and returns of distillers (secs. 2841, 2859, 
and 2844). Existing law providing for the special return of the 
number of barrels distilled has been deleted as unnecessary since such 
information may be obtained under the provisions of this section. 

Subsection (a) (1) relates to the kee sping of records by the distiller 
of his operations. The specific requirement that the records show 
the name of the person to whom the spirits were sold was deleted 
from this paragraph since such information is more appropriately 
required under the provisions of subsection (a) (2). The provision 
that the distiller record the kind of spirits produced and removed 
has been added since this information is necessary for statistical 
purposes and to assure adequate records of the identity of the products 
distilled. The specific provision of existing law that a record of the 
“proof” of the spirits be recorded has been deleted. However, under 
this subsection the Secretary may, by regulations, require that addi- 
tional particulars be stated in the records. 

Paragraph (2) of subsection (a), relating to the records of wholesale 
liquor dealers, requires the distiller to keep records of distilled spirits 
of his own production disposed of by him, in a manner similar to the 
records required of wholesale liquor dealers under the provisions of 
section 5114. The time required for the keeping of such records in 
existing law has been reduced from 4 years to 2 years to conform with 
the provisions of section 5114 and to correspond with the period re- 
quired for the keeping of distillers’ basic records. 

The existing law relating to the monthly return of distillers (sec. 
2844) contains lengthy detail of the information to be contained on 
the return and the form of oath under which the return must be sub- 
scribed. Subsection (b) as revised has eliminated the specific oath 
and the detail and provides that the distiller shall submit a monthly 
return of operations of the preceding month, taken from his records, 
in such form and manner and containing such information as the 
Secretary or his delegate may, by regulations, require. The revised 
subsection will enable the Secretary or his delegate to determine the 
information to be submitted on the return. 
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Part IJJ—Generat Provisions Revatine to DIsTILtLeRIES AND 
DistTiLLtep Spirits 


Section 5211. Detention of casks, packages or containers on suspicion 

This section is existing law (sec, 2804), except that in addition to 
casks and packages it has been made applicable to other containers. 
The internal revenue laws from time to time have been amended to 
permit the packaging of distilled spirits in containers other than casks 
or packages, and it is important that the detention of such containers 
be authorized in the same manner as casks or packages, 


Section 5212. Prevention and detection of fraud 

This section is existing law (sec. 2808), except that the reference to 
fraud by “distillers of spirits” has been deleted. The reason for the 
deletion is that the fraud may be committed by persons other than 
distillers, such as warehousemen, etc. 


Section 5213, Return of materials used in the manufacture of distilled 
spirits 
This section is substantially a restatement of existing law (sec. 2811). 
The definition of ‘‘person” contained in existing law has been deleted 
as unnecessary in view of the general definition of this term in the code. 
The definition of distilled spirits has been restated for the purpose of 
clarity, but has not been changed in substance. 
Section 5214. Regulation of traffic in containers of distilled spirits 
This section is existing law (sec. 2871), with the following exceptions: 
(1) The parenthetical qualification “of a capacity of less than 
5 wine gallons” has been changed to “of a capacity of not more 
than 5 wine gallons” and the words “at retail” have been deleted. 
The effect of this change is to authorize the regulation of traffic 
in containers of 5-gallon capacity or less, which are customarily 
used for the packaging and transportation of untaxpaid distilled 
spirits. 
(2) The definition of distilled spirits in subsection (a) (1) has 
been restated for the purpose of clarification but there has been 
no change in substance. 


Section 5215. Exemption of distillers of fruit brandy from certain 
requirements 

This section has been substantially revised from existing law to 
eliminate detailed references to the kinds of fruits to which existing 
law is applicable. The detailed recitation of fruits necessitated the 
frequent amendment of this section. The section as revised extends 
the exemption to brandy or wine spirits produced exclusively from 
fresh or dried fruits or their residues, or the wine or wine residues there- 
from, or any persons responsible therefor. In existing law (sec. 2825) 
the exemption was applicable only to distillers of the enumerated 
fruits. 

This section also makes provision for any scientific university, 
college of learning, or institution of scientific research to produce, 
receive, blend, treat, and store brandy or wine spirits without payment 
of tax for experimental or research use as authorized by regulation on 
the filing of a bond. ‘This is a new provision to facilitate research. 

The provisions of existing law relating to the use of sweetened 
grape cheese for distillation has been deleted and the provision has 
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been added that natural wines to which sugar or sweetening has been 
added may be used as distilling material if the unfe rmented sugars 

e not reflermented. These changes would prohibit the use of added 
sugar as a distilling material in fruit distilleries in the production of 
brandy or wine spirits. 


al 


Section 6216. Mash, wort and vinegar; vinegar factories 
This section indies the following changes in existing law (sec. 2834): 

(1) The requirement of existing law that a vinegar factory be 
located 600 feet or more from a distillery or rectifying plant has 
been deleted. This change is consistent with the deletion of a 
similar restriction as to the location of distilleries in relation to 
rectifying plants. 

(2) The existing law prohibited the use of spirits or alcohol in 
manufacturing any article unless the spirits or alcohol were pro- 
duced in an authorized distillery and (except in the case of vine- 
gar) the tax thereon paid. In order to cover the conditions 
created by the change in the method of taxpayment from pay- 
ment by stamp to payment by return, this was changed to re- 
quire that the tax be paid in such cases or “determined as pro- 
vided by law.” ‘This is consistent with similar changes in con- 
nection with snide sections relating to the taxpayment of spirits. 

The reference to exemptions in the case of certain vinegar factories 
was deleted since no such plants are now operating, and such exemp- 
tion provisions have been deleted as obsolete. 


Section 6217, Exemptions relating to national emergency transfers 
This section represents no material change in existing law (sec. 3183). 


SUBCHAPTER C—INTERNAL REVENUE BONDED 
WAREHOUSES 


Part I—EstTaBLIsHMENT 


Section 5231. Authority to establish 

This section contains provisions of existing law (secs. 2872, 2873, 
and 2875) relating to the establishment of internal revenue bonde d 
warehouses. Existing law provides for only one type of warehouse for 
the storage of spirits produced at a registered distillery; therefore, 
language relating to distinctions between types of warehouses for the 
storage of distilled spirits produced at registered distilleries has been 
eliminated as obsolete. 

The words “including a registered fruit distillery” were added to 
the end of the first sentence of this section for the purpose of clarifica- 
tion. ‘This does not represent a substantive change in the law. 
Section 5232. Bond requirements 

This section represents a major change in existing law (sec. 2879). 
Due to the change in the method of tax payment of distilled spirits, 
from payment by stamp to payment by return, it was deemed neces- 
sary to provide additional security to protect the revenue. 

Under existing law the maximum bond for an internal revenue 
bonded warehouse is $200,000 and such bond is conditioned upon the 
payment of the tax at the time of withdrawal of the spirits from 
the warehouse and within 8 years from the date of the original entry 
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of the spirits into an internal revenue bonded warehouse. Under the 
system of payment of the tax by stamp, as provided by existing law, 
the tax is paid on the spirits before they are removed from the ware- 
house. Under the system of payment of the tax by return the tax may 
be determined upon withdrawal of the spirits from the warehouse ani 
the tax paid by return at some later date as specified by regulations. 
Therefore, the warehouseman’s bond as now drawn under existing law 
would offer no protection to the revenue in cases where the tax was 
determined upon withdrawal but was not actually paid by return 
when due. In order to correct this situation the basic warehouseman’ s 
bond (with a maximum of $200,000) has been conditioned on the 
payment of the tax on the spirits as determined upon withdrawal of 
the spirits from the internal revenue bonded warehouse and within 8 
years from the date of original entry and upon compliance with al! 
provisions of law and regulations relating to the warehousing of dis- 
tilled spirits. 

As a further protection to the revenue an additional bond has been 
provided for in all cases (except withdrawals without payment of 
tax or transfers in bond) where the tax is not paid at the time of with- 
drawal. No maximum limit has been placed upon this additional 
bond. In cases of warehousemen deferring payment, such ware- 
housemen would post both bonds. If the tax determined upon 
withdrawal was not paid when due, the Government could proceed 
against either or both of the bonds. The form and penal sum of 
the additional bond will be prescribed by regulations, 


Part Il—OpeErations 


Section 5241, Supervision of operations 

This section combines the provisions of various sections of existing 
law, insofar as they relate to the supervision of operations of internal 
revenue bonded warehouses. (Secs. 2872, 2873, 2915, 4013.) 

Subsection (a), relating to maintenance and supervision of internal 
revenue bonded warehouses, is existing law. 

Subsection (b), relating to the assignment of gaugers to internal 
revenue bonded warehouses, is substantially a restatement of exist- 
ing law. However, the requirement that gaugers be assigned to 
“every” internal revenue bonded warehouse has been deleted since 
in some cases it is only necessary to have gaugers at warehouses when 
spirits are entered or withdrawn and such entries or withdrawals 
are made on an intermittent basis, With this change it will be pos- 
sible for one storekeeper-gauger to supervise operations at more than 
one warehouse as the need arises, 

Subsection (c), relating to the records and returns to be kept and 
submitted by storekeeper-gaugers, provides for the keeping of the 
basic records of deposits and removals of spirits in internal revenue 
bonded warehouses, and the statutory requirement for the keeping 
of such records has been retained. However, statutory detail con- 
tained in existing law has been eliminated and left to regulations. 
Also, the detailed requirements relating to the submitting of reports 
by the storekeeper-gauger have been deleted and the provision included 
that the storekeeper-gauger will submit such reports and in such form 
and manner and at such time as the Secretary or his delegate may 
require. 
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Section 5242, Deposit of spu its in warehouses 

This section is existing law (sec. 2879 (a)). 
Section 5248. Bottling of distilled spirits in bond 

There has been incorporated in this section the various provisions 
of existing law relating to the bottling of distilled spirits in bond. 
This section, with the limited exceptions noted below, is a restate- 
ment of existing law. 

The provisions of existing law (sec. 2903), relating to bottled in bond 
strip stamps, are contained in section 5008 (a). 

Subsection (a) is existing law (secs. 2903, 2904). 

Subsection (b), relating to bottling requirements, represents existing 
law (secs. 2904-2910), with the following exceptions: 

(1) The requirement of existing law that the bottling be in the 
presence of the storekeeper-gauger has been changed to require that 
such bottling be under the “supervision” of the storekeeper-gauger. 

(2) The existing law states that the “distiller”? may bottle in 
bond. This has been changed to “‘warehouseman” may bottle in 
bond. The reference to “distiller” is obsolete since the bottling 
is actually performed by the proprietor of the internal revenue 
bonded warehouse. Under provisions of existing law there is 
only one class of warehouse, which is an internal revenue bonded 
warehouse, 

(3) The existing law limitation in the last sentence of subsec- 
tion (b) that gin bottled in bond for export must be bottled at a 
distillery, has been deleted as an obsolete restriction. The 
bottling of spirits in bond is presently carried on exclusively in 
an internal revenue bonded warehouse. (Sec. 2910.) 

Subsection (c), relating to trade-marks on bottles, is existing law. 
See see. 2903 (g). 

Subsection (d) is existing law, with the exception that the reference 
to “whisky” has been changed to “distilled spirits,” since this require- 
ment is construed as applicable to all distilled spirits bottled in bond. 
See sec. 2903 (f). 

Subsection (e), which relates to exportation of spirits bottled in 
bond, is existing law. See sec. 2905. 

Subsection (f), which relates to the effect of this section upon State 
laws, is existing law. See sec. 2911. 
Section 5244. Withdrawal of spirits upon determination of tax 

A modification of the provisions of existing law (sec. 2882) has been 
made to conform to the change in the method of taxpayment of dis- 
tilled spirits. Section 5006 provides that the tax shall be determined at 
the time the spirits are removed from bond, and section 5061 provides 
that the tax on distilled spirits shall be paid by return (unless otherwise 
provided by regulation). It is contemplated that a return may cover a 
specific lot of spirits being taxpaid or may cover a number of lots of 
spirits removed at intervals throughout a day, week, or month. Ac- 
cordingly, removals of spirits cannot be conditioned upon taxpayment 
at the time of removal. This section therefore provides that distilled 
spirits may, upon determination of the tax, be withdrawn from the 
warehouse. Further change has been made by eliminating details on 
the application for withdrawal now prescribed by existing law and 
authorizing the Secretary or his delegate to prescribe by regulation the 
form of the application and the details to be shown thereon. 
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Section 5245. Withdrawal of spirits on original gauge 

Existing law (sec. 2881) has been modified to permit any package, 
whether it is a package of distilled spirits withdrawn from receiving 
cisterns, or a package filled from warehouse storage tanks, to be re- 
moved on the original gauge. Further modification was made by 
eliminating the 30- “day storage period during which spirits could be 
removed on the original gauge. Under the rev vised language, the spirits 
could be removed on the original gauge at any time during the period of 
storage. This liberalization of the law is not expected to result in any 
loss of revenue and to the extent used will eliminate regauging, 


Section 5246. Transfers of spirits in bond 

Existing law (sec. 2875) authorizes the transfer of distilled spirits 
between internal revenue bonded warehouses. Under this section, 
transfers of spirits in bond between internal revenue bonded ware- 
houses may be made in original packages, as authorized by existing 
law, or in other packages or containers as prescribed by regulations, 
Section 5247. Withdrawal of spirits for exportation 

Existing law (sec. 2885 (a)) has been revised to eliminate excessive 
statutory detail and to leave to regulations the determination of the 
evidence indicating exportation which will be required. Existing law 
requires evidence of landing at the foreign port. Export procedures 
under this section could now by regulation be made to conform to 
procedures for exportation with benefit of drawback under section 
5062 (b). 

Subsection (a) contains the following changes in existing law: 

(1) Specific provision has been made for packages filled from 
original casks or packages. This change is consistent with the 
last sentence in subsection (c). 

(2) Provision is made in the last sentence of subsection (a) that 
the bonds given under this section may be canceled or credited 
upon the submission of such evidence, records, and certificates, 
indicating exportation as the Secretary or his delegate shall by 
regulations prescribe. Existing law requires proof of landing at 
the foreign port or proof of loss at sea for cancellation of export 
bonds. 

Subsection (b) is substantially a restatement of existing law (sec. 
2885 (b)). However, the requirement for statement of the name of 
the collector of the port to whom the spirits are to be consigned has 
been omitted as unnecessary. 

Subsection (c) modifies existing law in the following respects: 

(1) Existing law (sec. 2886) requires the gauge of the spirits 
prior to exportation by the customs gauger. Under this subsection 
the quantity of spirits entered for exportation will be required to 
be determined by inspection or gauge as regulations shall prescribe. 
This would permit the acceptance of the internal revenue gauge 
where no jeopardy to the revenue would appear to be involved. 

(2) Existing law requires a transportation bond covering 
transportation of the spirits to the port of exportation and 
an export bond covering the exportation of the spirits. Under 
this subsection, the giving of the additional export bond would 
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be discretionary with the Secretary depending upon the evidence 
of exportation which he requires. 

(3) Existing law specifies the manner of cancellation of the 
export bond and provides that it shall be canceled upon proof 
of landing at the foreign port or of loss at sea. This provision had 
been deleted and the cancellation of such bond would be under 
the provisions of subsection (a). 

(4) Existing law permits the withdrawal of spirits from bond in 
“new” packages after recasking. The phraseology ‘in such pack- 
ages as the warehouseman desires to export’’ has been substituted 
for the word ‘‘new’”’. This change was made for the purpose of 
eliminating the inference that the exporting package must be an 
unused container. 

Subsection (d) has been changed from existing law (sec. 2888) to 
eliminate the requirement that the distilled spirits or alcohol to be ex- 
ported in tank cars must be of not less than 180 degrees of proof. The 
restriction on the proof of exportation in such containers has been 
deleted. This means that tank cars could be filled under the provisions 
of section 5194 (a) with spirits of 160 degrees or more of proof and be 
exported under subsection (d) of this section. 

Subsection (e), relating to losses, has been added for the purpose of 
clarifying the application of the provisions of section 5011 (a). All 
losses of distilled spirits while in bond (except losses of alcohol covered 
by see. 5011 (c)) are covered by 5011 (a). This subsection is not a 
substantive existing law. 


~QIQ 


Section 5248. Withdrawal of spirits without payment of tax 
Cross-reference section. 

Section 5249. Permitted hours for removals of spirits 
Cross-reference section. 


Section 5250. Gauging, stamping and branding of spirits removed from 
warehouses 
This section contains the following changes in existing law (sec, 
2884): 

(1) The statement that the spirits upon which the tax had 
been paid were to be gauged has been revised to make it clear that 
the gauging precedes the determination or payment of the tax. 

(2) The provisions of existing law relating to the marking and 
branding of the spirits by the proprietor under the immediate 
personal supervision of the storekeeper-gauger has been modified 
to state that such marking and branding shall be under the 
“supervision” of the storekeeper-gauger. 

(3) A provision has been added to existing law to the effect that 
the storekeeper-gauger shall determine the tax on the spirits at the 
time they are gauged for removal for taxpayment. ‘This change is 
consistent with changes in other provisions which require that tax 
be determined upon withdrawal of the spirits from the warehouse. 


Section 5252. Discontinuance of warehouse and transfer of merchandise 
This section is existing law. See section 2874. 
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SUBCHAPTER D—RECTIFYING PLANTS 


EstTABLISHMENT 





Part I 


Section 5271. Notice of business of rectifier 
The following substantive changes in existing law (sec. 2812) have 
been made in this section 

(1) The provision requiring the rectifier’s notice to contain the 
statement that the premises were pot to be located within 600 
feet of premises authorized for distilling has been deleted. This 
change is consistent with similar changes in other sections which 
have deleted the 600-feet requirement. 

(2) The basic information required by existing law to be stated 
in the rectifier’s notice has been retained. Hewever, the exces- 
sive detail has been omitted from the statute and provision made 
that in addition to the specific information required in the statute, 
the Secretary or his delegate may, by regulations, require addi- 
tional particulars. 

(3) Under existing law notices of change were required to be 
given to the Secretary or his delegate within 24 hours. The time 
of filing such notices of change has been left to regulations. 


Section 5272. Bond 

This section is in substance a restatement of existing law. (Sce 
section 2801 (e) (1).) It was not found necessary to revise this sec- 
tion due to the changeover of the method of taxpayment in order to 
increase the Government’s security, since under existing law thie 
penal sum of the bond and the conditions thereof are left to regulations. 
Section 5273. Premises 

This section is existing law. See section 2801 (e) (2). 
Section 5274. Sign required on premises 

This section is substantially a restatement of existing law. See 
section 2831. However, the requirement of existing law that the sign 
be in gilt or oil colors of a specific size has been omitted and the pro- 
vision inserted that the sign should be posted in the manner and 
form prescribed by regulations. 


Part I]—Operrations 


Section 5281. Regulation of business of rectifier 

This section is existing law. See section 2801 (d), (e) (1). 
Section. 5282. Rectification of spirits 

This section combines provisions of existing law relating to notice 
of intention to rectify, gauging, and affixing of stamps to certain 
rectified products, 

Subsection (a), relating to notice of intention to rectify, in substance 
represents existing law (sec. 2813), except that the requirement relat- 
ing to the gauging prior to rectification has been omitted since this 
requirement is covered under subsection (b). 

Subsection (b), relating to gauging, branding, and stamping of 
rectified spirits, represents existing law (sec. 2861), except that cer- 
tain statutory detail relating to the information required to appear 
on the stamp has been left to regulations, 





INTERNAL REVENUE CODE OF 1954 Asbél 


Subsection (c), relating to the affixing of stamps, is a restatement of 
existing law (sec. 2862), except that the statutory requirement for 
filling in all the blanks on the stamp has been deleted as unnecessary. 


Section 6283, Examination of premises 

This section makes applicable the provisions of section 5196 (c) 
and (d), which require the giving of assistance to revenue officers for 
examination of the premises and authorize revenue officers to break 
up grounds or walls. This section represents, in substance, existing 
law. See sections 2828 and 2830. 

Section 5284. Prohibited hours for removal of distilled spirits 

(Cross reference section.) 

Section 6285. Records and returns 

This section combines the provisions of existing law relating to 
rectifiers’ monthly returns and records of rectifiers as wholesale 
dealers. 

Subsection (a), relating to monthly returns, is a simplification of 
existing law. See section 2855. ‘The specific detail, including the re- 
quirement of furnishing a copy of the return to the Commissioner, has 
been eliminated. Under this subsection the rectifier is required to file 
a monthly return of operations of the preceding month, taken from his 
records, in such form and manner and containing such information as 
the Secretary or his delegate may, by regulations, prescribe. The 
information required on the return will be taken from the records of 
the rectifier. ‘The keeping of records necessary to make the return 
could be required. 

Subsection (b), relating to the records of rectifiers or rectifiers as 
wholesale dealers (section 2857 of existing law), has been revised in a 
manner similar to the revision of section 5114, which describes the 
records of wholesale liquor dealers. Under existing law the rectifier 
is classed as a wholesale liquor dealer and is required by statute to 
file summaries and transcripts. Under this subsection, transcripts, 
summaries, and copies of records would be rendered only as required 
by regulations. 

The requirement of existing law that the records prescribed by 
subsection (b) be kept for a period of 4 years, has been changed to 2 
years in conformity with similar changes in other sections. Under 
existing law these records are required to be kept at the rectifier’s 
place of business covered by the special tax stamp. This requirement 
has been deleted since it has been found practical in some instances 
to permit the records to be kept at the principal office of the rectifier. 


SUBCHAPTER E—INDUSTRIAL ALCOHOL PLANTS, 
BONDED WAREHOUSES, DENATURING PLANTS, AND 
DENATURATION 

Part I—InpustrriaL ALconoLt PLants, BoNDED WAREHOUSES, AND 

DENATURING PLANTS 

Section 5801. Establishment of industrial alcohol plants 
This section is existing law. See section 3100. 

Section 5802. Establishment of industrial alcohol bonded warehouses 
This section is existing law, See section 3101. 
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Section 5303. Establishment of industrial alcohol denaturing plants 

This section is existing law, See section 3102. 

Section 5304. Alcohol permits 

This section is existing law. See section 3114. 

The conditioning of permits upon compliance with “this part’? has 
been changed to compliance with “this chapter” since certain pro- 
visions formerly appearing in this part now appear elsewhere in the 
chapter. 

The reenactment of the last sentence of subsection (b), which states 
that during the pendency of appeal from administrative revocation of 
a permit, such permit shall be revoked, is not intended to deprive 
permittees of any rights which may have been derived from the 
Administrative Procedure Act. 


Section 5805. Regulations for establishing, bonding, and operation of 
plants and warehouses 
This section is existing law. See section 3105, 


Section 5806. Exemption of industrial alcohol plants and warehouses 
from certain laws 

Existing law (sec. 3103) exempts industrial alcohol plants and 
bonded warehouses established under the provisions of this part from 
certain specified sections of the Revised Statutes as they existed on 
October 28, 1919 (the date of enactment of title III of the National 
Prohibition Act). 

In view of the amendment of the various sections of the Revised 
Statutes cited in existing law, and of the combination and rearrange- 
ment of these sections, it is impossible to reenact existing law in its 
exact form. However, the exemptions from rectification tax (by 
virtue of exemption from sec. 5082) and from the special taxes imposed 
by part II of subchapter A have been continued, and insofar as 
practicable the Revised Statutes referred to have been appropriately 
converted. 

Since, under the terms of this section, it is possible to exempt by 
regulations from “other provisions of law relating to distilleries and 
bonded warehouses” or to embody in regulations any provisions of 
the sections enumerated, the intent of this section has not been 
changed. 

Section 5307. Production, use, or sale of alcohol 

This section is existing law (sec. 3106) except that the phrase “as 
in this part provided” was dropped from the end of this section. The 
provisions relating to the taxpayment of alcohol which formerly 
appeared in this part are now contained in subchapter A and it was 
therefore necessary to delete the above referred to limitation. 

Section 6808. Transfer of alcohol to other plants or warehouses 

This section is existing law. See section 3107. 

Section 5309. Withdrawal of fermented liquors to industria: aleohol plants 

This section is existing law. See section 3104. 

Section 5310. Withdrawal of alcohol free of tax 


This section is existing law. See section 3108. 
The provisions of subsection (a), which provide that alcohol pro- 
duced at any industrial alcohol plant or stored in any bonded ware- 
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house may, under regulations, be withdrawn tax-free, as provided 
by “existing law,” from such plant or warehouse for transfer to a 
denaturing plant for denaturation, make applicable to such alcohol, 
when withdrawn for denaturation, the provisions of section 5331. 
The term “existing law” in subsection (a) is intended to include 
“section 5331.” 

The penalty contained in section 5647, relating to the unlawful 
use or concealment of denatured alcohol, is applicable to alcohol 
produced in industrial alcohol plants and withdrawn for denaturation 
since all such alcohol is withdrawn under the provisions of section 5331. 
Section 5811. Importation of alcohol for industrial purposes 

This section is existing law. See section 3125 (a). 

Section 53812. Remission or refund of tax on alcohol for loss or leakage 

(Cross-reference section.) 

Section 6313. Powers and duties of persons enforcing this part 

Subsection (a) is existing law. See section 3121 (a). 

The provisions of existing law relating to the delegation of duties 
to assistants have been deleted as unnecessary in view of the reorgani- 
zation plans which gave such authority to the Secretary. 

Subsection (b), relating to the power to secure records is existing 
law. 

Section 5314. Officers and agents authorized to investigate, issue search 
warrants, and prosecute for violations 

This section is existing law. See section 3117. The references to 
title 18 of the United States Code have been changed to conform to 
the new sections of revised title 18. 

The reference to section 7302 has been inserted in this section 
since it is derived from provisions formerly contained in “this part”’. 
The authority under this section with regard to seizures under section 
7302 has been preserved. 

Section 5315. Compliance with court subpena as to testifying or produc- 
ing records 

This section is existing law. See section 3119. 

The reference to section 5686 was inserted since the provisions 
thereof are derived from a section formerly contained in “this part”. 
Section 5816. Form of affidavit, information, or indictment 

This section is existing law. See section 3120. The reference to 
section 5686 was inserted since the provisions thereof are derived 
from a section which formerly appeared in ‘this part”’. 

Section 5317. Applicability of other laws 

Subsection (a), relating to the applicability of internal revenue 
laws to this part, is existing law. ‘ee section 3122. The reference to 
section 5686 is inserted since it is derived from a section which 
appeared in “this part’’. 

Subsection (b) is existing law. See section 3121 (d). 

Section 5818. Application of part to Puerto Rico and Virgin Islands 

This section is existing law. See section 3123. The reference to 
section 5686 is added since this section is derived from a section which 
formerly appeared in “this part’’. 
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Section 5319. Definitions, ete. 

This section is substantially existing law. See section 3124. The 
preface at the beginning of the section has been revised to include 
reference to section 5686, which is the penalty section applicable to 
“this part”. 

Paragraphs (1), (2), (3), (4), (6), and (8) are existing law. 

In paragraph (5), which de fines the term “bond,” reference has been 
made to bonds issued under part II of subchapter C of chapter 26 of 
the Internal Revenue Code of 1939, as amended. The purpose of 
including the reference to the 1939 code is to make applicable the pro- 
visions of this part to bonds issued under prior law and regulations 
and to make it clear that the enactment of this part will not require 
the supplanting of existing bonds with new bonds. 

Paragraph (7) has been revised to include appropriate reference to 
section 5006 (a) (6). This addition does not represent a change in 
existing law since section 5006 (a) (6) was formerly contained in “‘the 
part.” 

Paragraph (8) is existing law. 


Part II—DeENATURATION 


Section 5331. Withdrawal from bond free of tax 

This section is existing law. See section 3073. No revisions have 
been made in this section other than the addition of titles to the three 
paragraphs contained in subsection (a) and the separation of subsec- 
tion (b) of existing law into subsection (b) and (c) and the conformity 
of certain terms to terms used in this bill. 

The language contained in this section is substantially in the form in 
which it was originally enacted in 1906, as amended in 1907. 

This section is intended to apply to alcohol produced at industrial 
alcohol plants and withdrawn for denaturation. 


Section 5332. Recovery of spirits for refuse in manufacture 

This seetion is existing law with regard to alcohol. See section 3070. 
However, authorization for the recovery of rum has been added since 
it is believed that manufacturers using denatured rum should have 
the same right to recovery extended to manufacturers using denatured 
alcohol. 
Section 5333. Sale of abandoned spirits for denaturation 

This section is existing law. See section 3074. 


SUBCHAPTER F—BONDED AND TAXPAID WINE 
PREMISES 


Part I—EstaBlisHMENT 


Section 5351. Bonded wine cellar 


This section changes existing law (secs. 3031, 3040) in that premises 
presently identified as bonded wineries and bonded wine storerooms 
will be identified as “bonded wine cellars.” Administrative difficulties 
have been experienced in determining whether some premises should 
be identified as “bonded wineries” or as “bonded storerooms.”’ This 
section makes no distinction between premises on which untaxpaid 
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es are stored or produced, except that a bonded wine cellar defi- 
tely engaged in the production of wine, upon application of the 

soprietor and in the discretion of the Secretary or his delegate, may 
designated as “bonded winery. 


ction 6862. Taxrpaid wine bottling house 

Under existing law the Government cannot supervise the bottling 
of taxpaid wines or require that such bottlers maintain records 
revealing the nature and extent of their operations. The lack of 

ch control has led to administrative difficulties as well as frauds 
on the revenue and the consumer. This section will enable the 
Government to have consistent requirements regarding the bottling 
of wines regardless of whether the wines are bottled on bonded premises 

after taxpayment. 
Section 63858. Bonded wine warehouse 

This section will enable responsible warehouse companies or other 
responsible persons to establish facilities on bonded wine cellar 

emises for the storage of wines and allied products for credit pur- 
poses. The proprietor of the bonded wine cellar will remain liable 
for the tax while the wine is so held for credit purposes. Under 
existing law (sec. 3040) it was necessary that such credit warehouse 
be established as a bonded wine storeroom, which necessitated the 
warehouseman filing a bond and rendering reports covering operations 

1 bonded wine storeroom. The change simplifies operations by 
the ‘alae and the proprietor of the bonded wine cellar, as 
as the administrative handling by the Government. 
Section 5854. Bond 

This section makes three changes in existing law (sees. 3031, 3040), 
the first change is to state the minimum as well as the maximum 
penal sum for bonds covering operations of bonded wine cellars. 
The existing maximum of $50,000 is raised to $100,000 in such in- 
stances where the tax liability on wine or wine spirits exceeds $250,000. 

The second change is to provide for a bond in addition to that 
referred to in the preceding paragraph where additional liability arises 

s a result of taxpayment by return instead of stamp. 

The third change is that the bond of the bonded wine cellar shall 
apply whether the transaction or operation occurred on or off the 
proprietor’s premises. This change is to cover liability in respect to 
wines in trausit from one part of a bonded wine cellar to a noncon- 
tiguous part. 


Section 5855. Disapproval 
This section refers to provisions relating to disapproval of bonded- 
wine-cellar bonds. No change has been made in existing law (sec. 


2815 (d)). 


Section 6856. Application 

This section makes two changes in existing law (sec. 3040). 

It requires that a person desiring to establish a bonded wine cellar 
or a — wine-bottling house must file an application and obtain 


approval thereof prior to operations. Under existing law any person 

desiring to establish a bonded winery or bonded wine storeroom is 

required to file a notice which does not require approval prior to com- 
44140°—54——31 
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mencement of operations. Also, anyone could bottle taxpaid wine 
without filing a notice or obtaining permission from the Government, 
Section 5357. Premises 

This section makes one change in existing law (sec. 3040). 

It requires that bonded wine-cellar premises be constructed and 
equipped in such manner as to afford adequate protection to the rey- 
enue, and recognizes the propriety of having portions of the premises 
separated by territory not under the control of the proprietor, subject 
to regulations prescribed by the Secretary or his delegate. Existing 
law merely required that the bonded winery or bonded-wine-storeroom 
premises be described. 


Parr IJ]—Oprrations 


Section 5361. Bonded wine cellar operations 

This section makes two important changes in existing law (sce, 
3040). There are also clarifying changes. 

The first change is to authorize the receipt on bonded wine cellar 
premises of taxpaid wines for return to bond, reconditioning, or 
destruction. This will enable the proprietor to use the bonded 
premises for the storage of taxpaid wines and the reconditioning of 
such wines, subject to limitations prescribed by the Secretary or his 
delegate. Existing law did not make provision for such operations 
and it was necessary that taxpaid wines be stored off bonded premises, 
This change will give winemakers more freedom of operations without 
jeopardizing the revenue. 

The second change is to authorize the use of the bonded premises 
for operations conducted in a manner that will not jeopardize the 
revenue or conflict with wine operations. This enables winemakers 
to use equipment for the bottling of fruit juices, the preparation of 
jellies, jams, ete., and thus avoid the expense of duplicating equipment 
off bonded premises. 

The clarifying changes are to recognize the propriety of manu- 
facturing on bonded wine-cellar premises heavy bodied blending wines 
for perfecting beverage wines according to standard, and Spanish- 
type blending sherry for use by rectifiers in manufecturing blended 
whisky. Although these operations are now permitted there has 
been no clear basis in law for the production of these wines which 
are not intended for consumption or sale as beverage wines. 

Section 5862. Removals of wines from bonded premises 

This section makes three changes in the law. See sections 3037 
and 3038. 

The first change permits the tax-free withdrawal of wine from 
bonded wine cellars for experimental or research purposes by a 
university, college of learning, or institution of scientific research. 
This will permit such institutions to obtain wines from various 
bonded wine cellars for analysis, testing and research purposes, without 
having to pay tax on the wine. This is similar in purpose to section 
5042 (a) (3) which permits the experimental production of wine by 
such institutions. 

The second change permits the tax-free withdrawal of wine for 
analysis or testing, organoleptically or otherwise. This has been 
handled administratively so that winemakers not having laboratories 
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on the bonded premises could send wines to commercial laboratories 
for analysis or testing. 

The third change is to allow the tax-free withdrawal of wine by 
the governments of the several States and Territories and the Dis- 
trict of Columbia for analysis or testing in connection with the 
sale of wines in their jurisdictions. 

Provisions in existing law authorizing transfers to other bonded 
wine cellars, exportation, transfer to foreign trade zones, use on 
vessels and aircraft, transfer to customs manufacturing warehouse, 
ransfer for manufacture of vinegar, transfer for use as distilling 
material, and use by the United States Government have been 
retained. 

Section 6863, Taxpaid wine bottling house operations 

This section makes one important change in existing law. 

Persons authorized to bottle taxpaid wine may mix together lots 
of wine of the same kind and taxable grade to facilitate handling; 
preserve, filter, and clarify wine; and conduct operations not in- 
volving wine where such operations will not jeopardize the revenue 
or conflict with wine operations. Under existing law any mixing 
or blending of taxpaid wines must be done on premises of a rectifier 
and be for the sole purpose of perfecting the wines according to 
commercial standards to be exempt from the rectification tax. The 
mixing of wines to facilitate handling would under existing law 
require payment of the rectification tax of 30 cents a proof gallon. 
This section enables bottlers, upon receipt of a new shipment of 
wine, to deposit it in a storage tank with the remnant of a prior ship- 
ment of the same kind of wine. It also enables the bottlers to pre- 
serve wine by the use of approved materials or methods (such as 
sulphur, pasteurization), and to filter or clarify wine to remove cloudi- 
ness or sediment. Operations, such as the bottling of soft drinks, 
may be carried on by taxpaid wine bottlers, if such is done in a way 
not to interfere with determinations by Government officers regarding 
the nature and extent of wine operations. 

Section 5864. Standard wine premises 

This section makes an important addition to existing law. 

It requires that substandard beverage wine be produced and stored 
on premises separate from those used for standard beverage wine. 
The purpose for the separation is to make it difficult for the substitu- 
tion of the substandard wine for the standard product. Under exist- 
ing law substandard beverage wines, that is, wines in which water is 
used in excess of limitations prescribed for standard wines, have been 
produced on the same premises as standard wines. This made it 
comparatively easy for unscrupulous persons to substitute the sub- 
standard product for the standard wine. This section would not 
preclude the production or handling on standard wine premises of 
distilling material, vinegar stock, blending wines, or wines fermented 
to a high percentage of alcohol with excess sugar. Wines in the last 
category conform to requirements for standard wines with the single 
exception that the finished product has 14 percent or more of alcohol 
after complete fermentation or complete fermentation and sweetening. 
These wines usually contain about 15 or 16 percent of alcohol and are 
now required to have on the label the explanatory information “‘fer- 
mented with excess sugar.” 
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Section 53865. Segregation of operations 

This section makes an addition to existing law. 

There have been instances where artificially carbonated wine has 
been substituted by unscrupulous winemakers for champagne or 
other sparkling wine, thus perpetrating a fraud on the revenue and 
on the consumer. There have also been times when untaxpaid wines 
have been substituted for taxpaid wines. The segregation of opera- 
tions, where deemed necessary, will afford the Government better 
control of operations. 

Section 5866. Supervision 

This section clarifies existing law (secs. 3034, 3035, 3042) regarding 
supervision of operations at bonded wine cellars and extends the au- 
thority to taxpaid wine bottling houses. Operations at some premises 
do not require the same degree of supervision as operations at other 
premises. ‘This section enables the Secretary or his delegate to vary 
supervision at premises so long as the supervision is adequate to pro- 
tect the revenues and is consistent with proper enforcement of this 
subchapter. 


Section 5867. Records 


This section is consistent with requirements of existing law (see. 
3171) regarding records to be maintained and filed by producers of 
wine, and extends the recordkeeping requirement to taxpaid wine 
bottling houses. 


Section 5368. Gauging, marking, and stamping 
This section clarifies existing requirements of law (secs. 3030, 3040, 
3041). 


Section 5869. Inventories 


This section is of the same force and effect as the existing provision 
of law (sec. 3040). 


Section 5370. Losses 

This section makes two important changes in existing law (sec. 
3039). 

The first change is that all losses of wine on bonded wine-cellar 
premises are allowable except losses due to theft occurring with con- 
nivance, collusion, fraud, or negligence on the part of the proprietor, 
owner, consignor, consignee, bailee, or carrier or the agents or em- 
ployees of any of them, or where the losses are due to unauthorized 
voluntary destruction. Under existing law all losses of wine due to 
theft, or the voluntary destruction of marketable wine, have been 
taxed. Where there is a loss by theft under the new law, the burden 
of proof showing that the wine tax should not be collected lies with 
the proprietor of the bonded wine cellar. 

The other change in existing law is that it will no longer be necessary 
for the proprietor of the bonded wine cellar to show that wine is 
unfit for use as such or is unmarketable, to obtain destruction free of 
tax. Good wine may be destroyed free of tax by the proprietor under 
Government supervision or upon adequate notice to and approval by 
the Secretary or his delegate, 





























INTERNAL REVENUE CODE OF 1954 A369 


Section 5371. Insurance coverage 

This new section provides that allowance for losses of wine, refund 
of tax, or relief from tax, shall be allowed only to the extent the claim- 
ant is not indemnified or recompensed for the tax. 

Section 6372. Sampling 

This is a new provision of law. Winemakers have been allowed to 
use wine on bonded wine cellar premises for analysis or testing; 
however, any tasting or sampling of wine free of tax by agents or 
prospective customers has not been authorized. Under the new law 
the use of wine free of tax for tasting and sampling on bonded wine- 
cellar premises will be permissible under limitations prescribed by 
regulations. 

Section 5878, Wine spirits 

This section makes six important changes in existing law (sces. 
3031, 3032, 3036). 

The first change is that it prescribes limitations as to proof of 
brandy or wine spirits which may be used in the fortification of wine. 
This is done to prevent the watering of wine under guise of a legiti- 
mate operation. Brandy may have a proof as low as 80 degrees. 
Unscrupulous distillers could reduce the distillation proof of brandy 
or wine spirits by the addition of water and thus defeat the limitations 
imposed by sections 5383 and 5384 regarding the addition of water 
in the production of natural wines. The limitation as to proof does 
not apply in respect to brandy aged in wood for a period of at least 
2 years and barreled at not less than 100 degrees proof. Winemakers 
desiring to circumvent the limitation regarding the use of water 
would not use such brandy. 

The second change is that wine spirits may be added to grape juice 
or to concentrated grape juice to be used in the cellar treatment of 
wine. This facilitates the use of grape juice and concentrated grape 
juice for such purpose. Basically, it is not a material departure 
from practices under existing law, since grape juice containing one-half 
of 1 percent or more of alcohol is, for accounting and taxing purpose, 
considered wine. 

The third change is to permit the use on bonded wine-cellar premiscs 
of tax-free brandy or wine spirits in the preparation of dosage for 
sparkling wine or the preparation of alcoholic essences for use in the 
manufacture of vermouth or other special (flavored) natural wines. 
Under existing law only taxpaid distilled spirits could be used for these 
purposes. ‘The volume of brandy or wine spirits so used is very small. 

The fourth change is that where the proprietor has used wine 
spirits in actual wine production, but in violation of requirements 
of this subchapter, he is given credit for the brandy the same as if 
he had used it within the limitations, provided he shows he did not 
knowingly misuse the wine spirits in wine production. A statement 
regarding this credit is made under section 5391. 

The fifth change is that wine spirits withdrawn by the proprietor 
of a bonded wine cellar and not used in wine production may be 
transferred to another bonded wine cellar. This facilitates the dis- 
position of wine spirits for which a winemaker no longer has use. 
Existing law authorizes the return of wine spirits to internal revenue 
bonded warehouses or taxpayment (sec. 3034). 
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The sixth change is that samples of brandy or wine spirits are 
authorized to be withdrawn free of tax from any registered fruit 
distillery, internal revenue bonded warehouse, bonded wine cellar, or 
authorized experimental premises, for analysis or testing. Existing 
law (sec. 3037) does not specify the kind of premises s from which suc h 
samples may be withdrawn. 


Part [1[—Cexizuar TREATMENT AND CLASSIFICATION OF WINES 


Section 53881. Natural wine 

This section is a clarification and simplification of existing law 
(sees. 3036, 3044, 3045) by merging into a single definition existing 
definitions for pure sweet wine, natural grape wine, wine, and fruit 
and berry wines. The definition, instead of placing a limit on the 
quantity of sweetening material which may be added, substitutes 
a limit of 21 pereent by weight on the total solids content of the 
finished wine. ‘This maximum solids content could be attained under 
existing law. 

Section 5382. Cellar treatment of natural wine 

This section makes eight important changes in existing law (secs, 
3036, 3044). 

The most important change is authority to use methods and 
materials to correct and stabilize wine, or the fruit juice from which 
it is made, so as to produce a finished product acceptable in good 
commercial practice. The test of permissible cellar treatment in 
existing law is “usual” cellar treatment. The new test is ‘acceptable 
in good commercial practice.” Under this section a practice or pro- 
cedure not heretofore authorized must be shown to be a good com- 
mercial practice. The mere showing by a winemaker that he has used 
a method or material or that some other person has used it would 
not in itself be an adequate showing. 

The second change is that unconcentrated as well as concentrated 
fruit juice may be used in the cellar treatment of wine. Existing law 
authorizes the use of concentrated juice. Wine spirits or brandy 
may be added to the juic e or to the concentrated juice prior to its 
addition to the wine. This will facilitate the preparation of a wine 
conforming to commercial standards. 

The third change is to authorize grape juice having an unusually 
high solids content to be reduced with water to 22 degrees solids by 
weight. This enables the production by complete fermentation of 
a dry (not sweet) wine having less than 14 percent of aleohol. Grapes 
in some regions have an abnormally high sugar content. 

The fourth change is to specifically provide for the preparation 
of still wine for refermentation, and the preparation of dosage, in 
the production of champagne and other sparkling wines. The only 
reference in existing law to champagne and other sparkling wine is 
the imposition of the tax thereon. 

The fifth change is to permit any blending on bonded wine cellar 
premises of wines made from the same kind of fruit. For accounting 
purposes the mixing of juice or concentrated juice, to which wine 
spirits have been added, with wines is considered a blending of wines. 
Existing law permitted the blending of wines on bonded winery prem- 
ises only for the purpose of perfecting wines according to commercial 
























































st 


in 
th 


WI) 


la 


na 


ol 


ex 
pe 
th 
su 
Wi 
ev 
in 


of 


ex 


gr 


an 
th 
by 
an 





INTERNAL REVENUE CODE OF 1954 A371 


standards. Administration of the existing limitation has been diffi- 
cult and unsatisfactory since the question of what constitutes perfect- 
ing according to commercial standards is highly debatable. Under 
the new law the winemaker may use his discretion in blending together 
wines made from the same kind of fruit, subject to the appropriate 
labeling of the blended product. 

The sixth change is a specific authority to use acids to correct 
natural deficiencies and to stabilize wine. While the addition of 
acids to wine is not specifically authorized by present law (sec. 3036), 
such cellar treatment has been determined to be necessary in some 
regions to produce a grape wine conforming to generally accepted 
standards for wines. California grapes are comparatively low in 
natural acids. Occasionally, because of soil and climate conditions 
the acid content of the grapes is abnormally low. Acids must be 
added to wine produced from such grapes, to stabilize the wine as 
well as to make it conform to accepted standards. 

The seventh change is te recognize the propriety of the natural 
darkening of juice or wine. Existing law is silent on this subject and 
administrative difficulties have been encountered in respect to the 
baking of wine and the concentration of fruit juice. This change in 
the law contemplates no more than an incidental caramelization of 
sugar during the baking of wine or concentration of juice. It does 
not authorize the addition of caramel as such or the purposeful cara- 
melization of concentrate intended for use in the cellar treatment of 
wine. 

The eighth change in the law is the specific authorization for the 
Secretary to prescribe limitations on the preparation and use of 
clarifying, stabilizing, preserving, fermenting, and corrective methods 


or materials to the extent that such preparation or use is not accept- 
able in good commercial practice. Existing law is silent on this 
subject and much difficulty has been experienced in determining 
acceptable practices. 


Section 5883, Amelioration and sweetening limitations for natural grape 
wine. 

This seetion makes seven important changes in existing law (secs. 
3036; 3044). 

The first change is to allow the addition of pure dry sugar to the 
extent necessary to have a sugar solids content not exceeding 10 
percent of the weight of the wine. Such a limitation is approximately 
the equivalent of existing law which permits the addition to wine of 
sugar not exceeding 11 percent of the weight of the wine. The change 
was made because a test of the finished product must be made in any 
event to determine whether the wine conforms to standards acceptable 
in good commercial practice. 

The second change is to allow addition to the juice or to the wine 
of sugar and water, separately or in combination, instead of the 
existing authority to add a sugar-water solution where high acid 
grapes are used. The limitations, that the ameliorating material 
shall not exceed 35 percent of the volume of the resultant product 
and that the acid content may not be reduced below five parts per 
thousand, are retained. The limitation as to acid content is clarified 
by requiring that the calculation must be made before fermentation 
and as tartaric acid, 
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The third change is to raise the 13 percent alcohol limitation after 
complete fermentation or complete fermentation and sweetening to 
“less than 14 percent.” This is a logical limitation since wine contain- 
ing more than 14 percent of alcohol is subject to a higher rate of tax 
than wine having not over 14 percent of alcohol. 

The fourth change is that where wines are to be further ameliorated 
or have wine spirits added they are required to be accounted for in g 
“reserve inventory.” ‘The change was made to permit a determina- 
tion on an overall basis, rather than on an individual lot basis, of the 
amount of sugar available for further amelioration or sweetening. 

The fifth change deletes the existing authority to employ unused 
sugar-water solution, not used in amelioration, for sweetening purposes, 
Instead, the use of an equivalent weight of dry sugar for sweetening 
in the reserve inventory is authorized. The wines may not in any 
event have a higher solids content than is authorized under existing 
standards. ‘The limitation in existing law that sweetening material 
may not be added after fortification has been deleted. 

The sixth change is to authorize the blending of lots of wine and 
the addition of wine spirits while wine is being held for further sweeten- 
ing in the “reserve inventory.” 

The seventh change is to require winemakers holding wine for 
further amelioration or sweetening to maintain and balance accounts 
as to wine in the “reserve inventory.”’ Winemakers need not use the 
“reserve inventory” unless they desire to further ameliorate or 
sweeten their high acid wines or add wine spirits. 


Section 5384. Amelioration and sweetening limitations for natural fruit 
and berry wines 

The changes made in this section are of a clarifying nature. 

Existing law (sec. 3045) authorizes the addition of dry sugar for the 
purpose of perfecting the product according to standards. In elarify- 
ing this provision it 1s specifically stated that sufficient dry sugar may 
be added to adjust the juice to a total solids content, prior to fer- 
mentation, of not more than 23 degrees. This will enable the wine- 
maker to develop an alcoholic content by fermentation within tle 
limitation prescribed for a natural wine. Existing law was inter- 
preted to authorize the addition of sugar to such extent. 

Existing law does not describe the method for determining the acid 
content of wine. The law is clarified by requiring that acid shall be 
calculated as malic acid for apple wine and citric acid for other fruit 
and berry wines. 

Existing law authorizes the addition of not more than 11 percent of 
dry sugar by weight, in conjunction with such sugar as may be used 
under the authority to ceaiamaae wine with a sugar-water solution. 
The change authorizes the addition of sugar to such extent that the 
total solids content of the wine is not in excess of 21 percent by weight, 
whether or not wine spirits have been added. The result is the same 
as that which may be attained under existing law in accordance with 
good commercial practice. 


Section 5885, Specially sweetened natural wines 

This section makes an important change in that it recognizes an 
extremely sweet wine as a standard wine. There is no similar pro- 
vision in existing law. Winemakers were permitted to make such 
wines (usually by fermenting to over 14 percent alcohol and reduc- 
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ing the alcohol below that degree with sweetening sugar), Lut since 
sugar was used in excess of limitations authorized for standard wines, 
the wines were required to be classified as nonstandard wines. The 
commercial labels on such wines must appropriately disclose that the 
product is unusually sweet. 


Section 5386. Special natural wines 

This section changes existing law (sec. 2801 (e) (4)) by extending 
the privilege of manufacturing vermouth and aperitif wines to other 
wines which derive their flavor from herbs, spices, aromatics, ete, It 
is not the intent of this section to authorize the production of fruit 
flavored wines, such as a blackberry flavored grape wine. Under 
existing law flavored wines other than vermouth and aperitif wines 
may be made only at a rectifying plant subject to the payment of the 
30 cents a proof gallon rectification tax. 


Section 6887, Agricultural wines 

These wines are not specifically referred to in existing law. This 
addition to the law enables the setting up by regulations of standards 
for agricultural wines after experience has shown to what extent pro- 
visions of law relating to natural wines should be considered applicable. 
Uniform limitations cannot be prescribed for all agricultural wines. 
Limitations consistent with good commercial practices in respect to 
the production of rice wines could not be prescribed for other wines, 
such as honey wine, rhubarb wine, ete. 


Section 5888. Designation of wines 

This section is a change in existing law (sec. 3044) in that it extends 
the provision with respect to appropriate labeling or marking to all 
standard and substandard wines to prevent confusion or misunder- 
standing regarding the kind of wine. 


Part IV—GENERAL 


Section 5891. Exemption from rectification and spirits taxes 

This section contains two important changes in existing law (secs. 
2801 (c); 2801 (e) (3); 3031 (a)). 

The first change is that a specific declaration is made that wine- 
makers adding material to wine or otherwise treating wine, within the 
limitations prescribed by wine law, are not subject to the taxes im- 
posed in respect to rectified spirits and wines. ‘This is generally true 
under existing law, but it is not clearly stated. 

The section contains a provision new to internal revenue law. 
This would also exempt from rectification and distilled spirits taxes 
the winemaker who adds material to wine or treats wine in violation 
of law but shows he did not knowingly violate the law. The reason 
for this exemption, where the winemaker did not knowingly violate 
the law, is that these tax liabilities are in the nature of an enforce- 
ment aid rather than a specific source of revenue. For example, if 
under the provisions of section 5383 a winemaker were entitled to use 
sugar and water in an amount of 100 gallons but due to miscalcula- 
tion or other mistake added 110 gallons and then fortified the wine 
with wine spirits, existing law would make the winemaker liable for 
tax of $10.50 for each proof gallon of wine spirits used and, in addi- 
tion, a rectification tax of 30 cents a proof gallon on the entire lot of 
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wine produced. Such a tax liability would be far out of proportion 
to the gravity of the offense. This section of law relieves the wine- 
maker of such tax liability where he shows he did not knowingly 
violate the law. He is still liable under the penalty provisions for 
violating the law, and the wine tax is collected in the usual manner 
upon removal of the wine from bond. Heretofore, it has been the 
practice to compromise tax liabilities of the type described, where the 
violations were technical or there was doubt as to liability, and the 
violations were not willful or with intent to defraud. 
Section 53892. Definitions 

The definitions given in this section are not in existing law relating 
to wine (secs, 3030-3045). They have been added for purposes of 
clarification, 


SUBCHAPTER G—BREWERIES 
Parr I—EsraBLIsHMENT 


Section 5401. Qualifying documents 


Subsection (a), relating to the notice filed by brewers before com- 
mencing business, in substance represents existing law (sec. 3155 (a)) 
except that the form and contents of the notice have been left to 
regulations prescribed by the Secretary or his delegate. 

‘Subsection (b) (derived from secs. 3153 (b) and 3155 (b)) represents 
existing law with the following important exceptions: 

(1) The maximum penal sum of the brewer’s bond, which 
under existing law is $100,000, has been eliminated. The reason 
for this change is that the liability of the bond has been increased 
and it may be necessary to increase the Government’s security. 
Under existing law the tax on beer is paid by stamps when the 
beer is removed for consumption or sale, and therefore the risk 
of the surety is limited to possible fraud on the part of the 
brewer. Under the method of tax payment by return provided 
for in section 5061, it may be necessary for the surety to under- 
write a much greater liability. 

(2) The second change in this subsection is that the condition 
of the brewer’s bond has been enlarged to include liability for 
beer removed after export and liability for beer received from 
other breweries operated by the same brewer ‘This first enlarge- 
ment eliminates the necessity for separate export bonds required 
by existing law (sec. 3153 (b)). The second enlargement covers 
a new provision of removals from one brewery to another belong- 
ing to the same brewer, which is granted by section 5414. 


Section 5402. Definitions 

This section gives the word “brewery” the same meaning as the 
words “brewery premises” as set forth in section 5551. See sections 
3158 and 3254 (d) of existing law. 
Section 5403. Cross-references 


This section contains cross-references to sections of law applicable 
to the establishment of breweries. 
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Part I[—Operations 


Section 5411. Use of brewery 

This section makes two major changes in existing law (sec. 3158). 
The first change authorizes the use of brew ery premises for produci ing 
and bottling soft drinks and for such other purposes as the Secretary 
may find will not jeopardize the revenue. Bottling and canning equip- 
ment is very expensive, and, in many cases, cannot be operated at full 

capacity in the bottling of beer. By allowing the use of such equip- 
ment for bottling soft drinks and similar products, the maximum 
benefit of this expensive equipment can be realized and the overhead 
of the plant reduced. 

The second change in existing law provides that beer and cereal 
beverages shall be bottled only in the brewery bottling house, which 
shall consist of a separate portion of the brewery designated for that 
purpose. This provision would, however, permit a connecting door- 
way between the bottling house and other portions of the bre wery. 
With proper regulatory requirements, it would appear that such a 
connecting door would ‘not jeopardize the revenue. 


Section 5412. Removal of beer in containers or by pipeline 


This section is a substantial restatement of existing law (sec. 3104) 
except that it leaves to regulations the manner of marking and brand- 
ing hogsheads, barrels, and kegs in which beer is removed from brew- 
eries. The authority to remove beer by pipeline to a contiguous in- 
dustrial alcohol plant provided in existing law (sec. 3155 (f)) is retained 
without change. 

Section 5413. Brewers procuring beer from other brewers 
This section is existing law (see the proviso portion of sec. 3155 (f)). 


Section 5414. Removals from one brewery to another belonging to same 
brewer 

This section authorizes a brewer owning two or more breweries to 
remove beer untaxpaid from one plant to another under such regula- 
tions as the Secretary shall prescribe. This section further provides 
that the brewery to which the beer is removed shall pay the tax on 
such beer in the manner provided by section 5061. All such transfers 
will be covered by the brewer’s bond. Existing law does not provide 
for such transfers in the case of beer. However, the authority granted 
under this section is comparable to existing provisions in bond transfers 
of wines and distilled spirits. Transfers of beer under this section 
would be covered by the brewer’s bond. 


Section 6415. Records and returns 

This section is a restatement of existing law (sec. 3155 (c)), except 
that it leaves to regulations the details concerning records to be kept. 
It provides further that such records shall be maintained for a period 
of at least 2 years and shall be available for inspection by internal- 
revenue officers during business hours. 


Section 5416. Definition 
This section defines the word “bottle” to include cans and other 


similar containers as a matter of convenience and to avoid unnecessary 
repetition of the word ‘‘can” in other sections of the statute. 
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SUBCHAPTER H—MISCELLANEOUS PLANTS AND 
WAREHOUSES 


Part I—VineGcar Factories 


Section 5501. Establishment and operation 
(Cross-reference section.) 


Section 5502. Distilled vinegar 
This section is existing law. See section 3110. 


Part IJ—Vowatite Frvuit-FLtAvor ConcENTRATE PLANTS 


Section 6511. Establishment and operation 
This section is existing law. See section 3182 (a). 
Section 5512. Control or products after tax-free manufacture 
(Cross-reference section.) 


Part III—Manvractrurina BonpepD WAREHOUSES 


Section 5521, Establishment and operation 

This section is existing law (sec. 3177 (a)), except that the provi- 
sions of paragraph 2 of subsection (d) have been revised to conform 
to current customs procedures. 


Section 5522. Withdrawal of distilled spirits to manufacturing bonded 
warehouses 

Subsection (a) “Authorization” represents existing provisions of law 
for the transfer of spirits to customs manufacturing warehouses, 
except that the limiting requirement that the withdrawals shall be in 
original packages only is been deleted (sec. 2891 (a)). This change 
is consistent with present provisions of existing law relating to the 
withdrawal of distilled spirits from internal-revenue bonded ware- 
houses for other purposes. The Secretary or his delegate will be 
authorized to prescribe by regulations the methods by which spirits 
may be removed from an internal-revenue bonded warehouse to a 
customs manufacturing bonded warehouse. 

Subsection (b) relating to losses during transportation, makes 
reference to the provisions of section 5011 (a) relative to allowance for 
losses of distilled spirits in bond. 


Section 5523. Special provisions relating to distilled spirits and wines 
rectified in manufacturing bonded warehouses 
This section represents existing provisions of law (sec. 3178), except 
that the words “or packaged” have been added in the phrase “which 
are reduced in proof and bottled or packaged in such warehouses.” 
The purpose of this change is to permit reduction in proof and pack- 
aging in manufacturing bonded warehouses. 


SUBCHAPTER I—MISCELLANEOUS GENERAL PROVISIONS 


Section 5551. General provisions relating to bonds 
This section is existing law (see sec. 2815 (c), (d) and (e)). 
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Section 5552. Installation of meters, tanks and other apparatus 

The existing law (sec. 2829) authorizes the Secretary or his delegate 
to require at distilleries, breweries, rectifying plants or wherever else 
in his judgment such action may be deemed advisable, meters, tanks, 
etc. The statement “wherever else” is too vague and has been changed 
to read “at any other premises established pursuant to this chapter” 
for purposes of clarification. 

Section 5553. Supervision of premises and operations 

Subsection (a), relating to the assignment of storekeeper-gaugers, 
gives clear statutory basis to the Secretary or his delegate for the 
assignment of gaugers to any premises established under the provisions 
of this chapter. This is a clarification of existing law and makes no 
substantive change. 

Subsection (b), relating to the functions of storekeeper-gaugers, has 
been inserted for the purpose of clarifying the meaning of the term 
“storekeeper-gauger” as used in this chapter. 

Section 5554. Pilot plant operations 

This section would permit the Secretary or his delegate to use, with 
the approval of the proprietors, certain plants, such as distilleries, as 
a basis for experimentation in the development and testing of improved 
methods of governmental supervision, and would authorize the waiving 
for such temporary pilot or experimental operations, of such regulatory 
provisions of this chapter, or of chapter 26 of the Internal Revenue 
Code of 1939, as may be necessary to conduct such temporary pilot 
or experimental operations. 


Section 5555. Records, statements, and returns 


Subsection (a) is existing law (section 3171) except that the words 
“or for the affixing of any stamps required to be affixed by this chap- 
ter” have been inserted for the purpose of giving clear statutory au- 
thority over persons who bottle or package taxable products after with- 
drawal from bond and who affix thereto stamps evidencing the tax or 
compliance with the provisions of this chapter. This provision is 
considered a definite protection to the revenue since it is essential that 
some control be maintained over persons who bottle or package taxable 
articles and affix thereto stamps prescribed by law. This subsection 
would have particular application in the case of distilled spirits bottled 
after determination or payment of tax and to which were affixed strip 
stamps provided for in section 5008 (b). Such operations are pres- 
ently controlled by regulations based upon constructive statutory 
authority for the enforcement of existing provision of law. How- 
ever, it is deemed desirable to make the statutory basis for such regu- 
lations more specific. 

Subsection (b) is a new provision authorizing the Secretary or his 
delegate to waive, by regulation in whole or in part, the requirement 
for the making of any statement, record, or return when he deems such 
requirement to no longer serve a necessary purpose. This provision 
is considered highly desirable in view of the large number of records 
and returns required to be made under this chapter. It has been 
found that due to changing conditions, records or statements which at 
one time served a useful purpose may no longer be of value or are 
superseded by some other requirement. It has also been found that 
in certain cases the specific detail required to be shown on certain 
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records or returns is no longer of value. It has been impossible in 
the past to eliminate such detail or requirements, even when obsolete, 
without specific legislative action. 
Section 5556. Regulations 

This section is existing law (see section 3176). 
Section 5557. Other laws applicable 

The chapter on distilled spirits, wines, and beer contains certain 
specific administrative and procedural requirements, and it is intended 
that in case of inconsistency between the general provisions contained 
in subtitle F, the specific provisions in this chapter should govern. 
However, to the extent to which they are not inconsistent with the 
provisions of this chapter it is intended that the general provisions of 
subtitle F, relating to procedure and administration, have full force 
and effect insofar as this chapter is concerned. ‘This section has been 
made applicable to chapters 52 and 53 in a like manner. 


SUBCHAPTER J—PENALTIES, SEIZURES, AND 
FORFEITURES RELATING TO LIQUORS 


Parr I—Prnatty, SeizurRE, AND ForreirurE Provisions ApPPLica- 
BLE TO DistTiLLing, RuecriryinG, AND DisvILLED AND Recririep 
Propucts 

Section 5601. Penalty and forfeiture for possession of unregistered still 

or distilling apparatus 
This section is existing law (sec. 2810), except that the minimum 
fine and imprisonment have been omitted. 

Section 5602. Penalty and forfeiture for setting up still without permit 
This section is existing law (sec. 2818). 

Section 5603. Penalty for failure or refusal of distiller or rectifier to give 

notice of intention to engage in such business 
This section is existing law, except that the minimum fine and 
imprisonment have been omitted (sec. 2812). 
Section 5604. Penalty and forfeiture for failure or refusal of distiller to 
give bond 
This section is existing law, except that the minimum fine and 

imprisonment have been omitted (sec. 2814 (a) (1)). 

Section 5605. Penalty for improper approval of distiller’s bond 
This section is existing law (sec. 2815 (a)). 

Section 5606. Penalty and forfeiture for distilling without giving bond 
This section is existing law (sec. 2833 (a)), except that the minimum 

fine and imprisonment have been omitted. 

Section 5607. Penalty for distilling on prohibited premises 
This section is existing law, except that the minimum imprisonment 

has been omitted (sec. 2819). 

Section 5608. Penalty for making or fermenting mash on unauthorized 

premises; illegal use of spirits; unlawful removal of vinegar; ete. 


This section is existing law (sec. 2834), except that the minimum 
fine and imprisonment have been omitted. 
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Section 5609. Penalty relating to return of materials used in the manu- 
facture of distilled spirits 
This section is existing law (sec. 2811). 
Section 5610, Penalty for using unregistered materials for producing 
spirits 
This section is existing law (sec. 2843), 
Section 5611. Penalty for using false weights and measures 
This section is existing law, except that the minimum fine and 
imprisonment have been omitted (sec. 2842). 
Section 5612. Penalty for using material or removing spirits without 
Supervision 
This section is existing law (sec. 2838). 
Section 6613. Penaity for distilling during prohibited hours 
Y g 91 
This section is existing law (sec. 2836). 
Section 6614. Penalty and forfeiture for removal of spirits during pro- 
hibited hours 
This section is existing law (sec. 2870). 
Section 6615, Penalty for refusal or neglect of distillers and rectifiers 
to give assistance to officers 
This section is existing law (sec. 2828). 
Section 5616. Penalty for obstructing or refusing to admit officer to dis- 
tillery premises 
This section is existing law (sec. 2827 (a)). 


Section 5617, Penalty for failure to keep distillery accessible 
This section is existing law (sec. 2826). 

Section 5618. Penalty for failure of distiller to identify fixed pipes 
This section is existing law (sec. 2822). 


Section 5619. Penalty for refusal or neglect to draw off water and clean 
condensers or worm tanks 


This section is existing law (sec. 2839 (a)). 
Section 5620. Penalty and forfeiture for false or omitted entries in dis- 
tiller’s books and records 
This section is existing law, except that the minimum fine and im- 
prisonment have been omitted (sec. 2841 (c) (1)). 
Section 6621. Penalty relating to records and returns of distillers as 
wholesale dealers, rectifiers, and wholesale dealers 
This section is existing law, except that the minimum fine and im- 
prisonment have been omitted (secs. 2859 (a) and 2857 (a)). 
Section 5622. Disposal of forfeited equipment and material for dis- 
tilling 
This section is existing law (sec. 2807). 
Section 6623. Destruction of distilling apparatus 
This section is existing law (sec. 2853 (a)), with the exception of 
the omission of the limitations respecting capacity and value. The 
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omissions are necessitated by modern conditions in connection with 
illicit distilling. 
Section 5624. Release of distillery before judgment 

This section is existing law (sec. 2852), 

Section 5625. Forfeiture of taxpaid distilled spirits remaining on dis- 
tillery prem ises 

This section is existing law (sec. 2806 (c)). 

Section 5626. Penalty and forfeiture for tax fraud by distiller 

This section is existing law, except that the minimum fine and im- 
prisonment have been omitted (sec. 2806 (f)). 

Section 5627. Penalty for unlawful use of rectifying premises 

This section is existing law (sec. 2801 (e) (2)). 

Section 5628. Penalty for rectification without payment of tax, increasing 
volume, ete. 

This section is existing law, with the exception that the denomina- 
tion of the offense as a misdemeanor has been dropped (sec. 2801 (f)). 
Section 5629. Penalty for unlawful rectifying 

This section is existing law, except that the minimum fine and im- 
prisonment have been omitted (sec. 2856). 

Section 5630. Penalty for noncompliance by rectifiers with provisions 
relating to rectifying, gauging, branding and stamping 

This section is existing law, except that the minimum fine has been 
omitted (sec. 2865 (a)). 

Section 5631. Penalty and forfeiture for failure to comply with ware- 
housing and removal requirements 

This section is existing law, except that the minimum fine and im- 
prisonment have been omitted (sec. 2876). 

Section 6632. Penalty and forfeiture for unlawful removal or conceal- 
ment of spirits 

This section is existing law, except that the minimum fine and im- 
prisonment have been omitted (secs. 2912 and 2913). 

Section 5633. Penalty on officer in charge of warehouse for unlawful re- 
moval of spirits 

This section is existing law, except that the minimum fine and im- 
prisonment have been omitted (sec. 2914 (a)). 

Section 5634. Penalty and forfeiture for creation of fictitious proof 

This section is existing law (sec. 2806 (a) (1), (2)). 

Section 5635. Penalty for buying or selling used casks bearing inspection 
marks 

This section is existing law (sec. 2867). 

Section 5636. Penalty and forfeiture for failure to efface, etc., stamps 
and brands on emptied packages 


This section is existing law, except that the minimum fine and 
imprisonment have been omitted (sec. 2866). 
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Section 6637. Penalty for changing stamps or shifting spirits 
This section is existing law, except that the minimum fine and 
imprisonment have been omitted (sec. 2868). 
Section 5638. Penalty and forfeiture for affixing imitation stamps on 
packages of distilled spirits 
This section is existing law (sec. 2869). 
Section 5639. Forfeiture of distilled spirits in unstamped casks or 
packages 
This section is existing law (sec. 2806 (d)). 
Section 6640. Forfeiture of spirits in unstamped containers 
This section is existing law (sec. 2803 (f)). 
Section 5641, Penalty and forfeiture relating to containers of distilled 
spirits 
This section is existing law (sec. 2871). 
Section 5642. Penalties for transporting, possessing, etc., distilled spirits 
in unstamped containers, or counterfeiting of stamps, ete. 
This section is existing law (sec. 2803 (g)). 


Section 5643. Penalty and forfeiture for reuse of stamps or bottles, 
tampering and unlawful removal 
This section is a revision of section 2908, to supply the deficiency in 
that section, which provided penalties solely with respect to bottled 
in bond spirits and the containers therefor. This revision extends the 
existing law to all spirits bottled before or subsequent to withdrawal 
from bond and makes the same penaity applicable to all cases of reuse 


of stamps or bottles, whether or not the original contents of the bottles 
were bottled in bond spirits (sec. 2908). 
Section 5644. Penalty for counterfeiting bottled-in-bond stamps 
This section is existing law (sec. 2909). 
Section 5645, Penalty for unlawful affixing, canceling, or issue of stamps 
by officer 
_ This section is existing law, except that the minimum fine and 
imprisonment have been omitted (sec. 2806 (b) (1)). 
Section 5646. Penalty for evasion of distilled spirits tax 
This section is existing law (sec. 2806 (e)). 
Section 5647. Penalty for forfeiture for unlawful use or concealment of 
denatured alcohol 
This sectioa is existing law (sec. 3072). 
Section 5648. Penalty and forfeiture for fraudulent claims for export 
drawback or unlawful relanding 
This section is existing law (sec. 2885 (d)). 
Section 5649. Burden of proof in cases of seizure of spirits 
This section is the same as present section 2854, except for the sub- 
stitution of “internal revenue bonded warehouse or other warehouse 
authorized by law”, for the obsolete designation ‘distillery ware- 
house” and ‘other warehouses for distilled spirits.’’ Also the addition 
44140°—54——32 
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of the words “or records” after the word “books” to conform to modern 
business practices. 
Section 5650, Penalty and forfeiture for operating distillery after giving 
notice of suspension 
This section is existing law (sec. 2850). 


Part JI—Penatry anv Forreirure Provisions APPLICABLE TO 
WINE AND WINE PRODUCTION 


Section 5661. Penalty and forfeiture for violation of laws and regulations 
relating to wine 
Subsections (a) and (b) are substantially a restatement of the 
criminal provisions of existing law (sec. 3043), setting up in subsec- 
tion (a) a felony as to fraudulent offenses and in subsection (b) a mis- 
demeanor as to other offenses. 


Section 5662, Penalty for alteration of wine labels 

This is a new section to provide punishment for misrepresentation as 
to the origin or identity of wine, and is designed to fill a loophole in 
existing law. This is in line with certain of the provisions regarding 
distilled spirits. 
Section 5663. Cross reference 

This is a cross reference to other penalties applicable to wine that 
are common to other liquors, 


Part I1J—Penatry, Seizure AND ForFEITURE PROVISIONS 
APPLICABLE TO BEER AND BREWING 


Section 5671. Penalty and forfeiture for evasion of beer tax and fraudulent 
noncompliance with requirements 


This section, derived from section 3159 (a), by increasing the fine to 
$5,000 and the imprisonment to 5 years, makes a fraudulent violation 
of the section a felony instead of a misdemeanor, as it is at present. 


Section 5672. Penalty for failure of brewer to comply with requirements 
and to Sit records and file returns 


This section, derived from section 3159, makes nonfraudulent viola- 
tion of the section a misdemeanor carrying the same maximum fine or 
imprisonment, or both. 


Section 5673. Forfeiture for flagrant and willful removal of beer without 
tax payment 
This section is existing law (sec. 3159). 


Section 5674, Penalty for unlawful removal of beer 
This section is substantially the same as section 3159 (e), except that 
the fine and imprisonment have been increased 
Section 5675. Penalty for intentional removal or defacement of brewer's 
marks and brands 
This section is existing law (sec. 3155 (f)). 


Section 5676. Penalties relating to beer stamps 

This section substantially repeats the applicable provisions of 
present section 3159, with the exception of certain increases in fine and 
unprisonment. 
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Part IV—PENALTY, SEIZURE AND Forreitrure Provisions Common 
To Liquors 


Section 5681, Penalty and forfeiture for failure to post or unlawfully 
posting signs of distillers, rectifiers or wholesale liquor dealers 
This section is existing law (see. 2831), except that the minimum 
fine and imprisonment have been omitted. 


‘ Cectio n d682 7 Fr én alty for breaking locks or gain ing access 
This section is effectively the same as present section 2821, except 


the scope of the text has been broadened to meet modern conditions, 
and the minimum fine and imprisonment have been drepped. 


Section 5683, Penalty and forfeiture for removal of liquors or wines 
under improper brands 
This section is existing law (see. 3173 (a)). 
‘ection 5684. LTenalties relating to the payment and collection of liquor 
taxes 
This section is existing law (sec. 3173 (b) (1), (2), (3)). 
ection 5685, Penalty and forfeiture relating to possession of devices for 
emilling gas, smoke, etc., explosives and firearms, when violating 
liquor laws 
This section is existing law (sec. 3173 (c)). 
Section 5686. 3viscellaneous penalties 
Subsection (a) of this section effectively contains the provisions of 
present section 3115, except the fine and imprisonment have been 
brought in line with others throughout the chapter. 
Subsection (b) of this section is a statement of the substance in 
present section 3116, so stated as to apply to violations of this chapter. 
Subsection (c) is merely cross reference to section 7302, which con- 
tains the seizure and forefeiture provisions appearing in present section 
3116. 
Section 5687. Penalties and forfeitures applicable to distillers, rectifiers 
and wholesale liquor dealers for offenses not specifically covered 
This section is existing law (sec. 2806 (g)). 
Section 5688. Disposition and release of seized property 
Subsections (a) and (b) are a restatement of the provisions now 
appearing in section 2805 (a) (b), except that, pursuant to 63 Statutes 
377, et seq., the Administrator of General Services now performs the 
duties and functions that were performed by the Secretary under 
subsection (a) (1) (2) (3) (4) of said section 2805, in regard to delivery 
and disposal of forfeited liquors, and the issuance of regulations per- 
taining thereto. 
Subsection (c) 1s merely a restatement of present section 3173 (d me 
Subsection (d) is derived from section 3118, with emphasis in the 
present text that the provisions apply only to industrial alcohol 
operations. 


Section 6689. Penalty and forfeiture for tampering with a stamp machine 


This section merely retains and consolidates the provisions of sec- 
tions 2800 (a) (1) B, 3112 (b), and 3150 (b) (3). It has, however, been 
broadened to include wine in accordance with section 5061 (b). 
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Section 5690. Definition of the term “person” 
This definition is the same as that in section 3173 (b) (4). This 
provision follows the general provisions set forth in section 7343. 


Part V—PENALTIES AND Forreirures APPLICABLE TO OccuPa- 
TIONAL TAXES 


Section 5691. Penalties and forfeitures for nonpayment of special iares 
relating to liquors 
This section is existing law, except that the minimum fine and 
imprisonment have been omitted (see. 3253). 


Section 5692. Penalty relating to records of retail liquor dealers 

This section is existing law. (sec. 3252 (d)). 
Section 6693. Penalties relating to posting of special tax stamps 

This section is merely a cross reference to section 7273 (a) relative to 
penalty for failure to post special tax stamps. 


CHAPTER 52—Tosacco, CiGArs, CIGARETTES, AND 
CIGARETTE PAPERS AND TUBES 


GENERAL COMMENTS 


The revision of chapter 15 of the existing code, relating to taxes 
imposed on tobacco, snuff, cigars, cigarettes, and cigarette papers 
and tubes, would (1) permit a change from the present prepayment 
of tax by the purchase of stamps to deferred payment under a return 
system at a time subsequent to January 1, 1955, to be prescribed by 
the Secretary of the Treasury or his delegate, (2) establish a system 
of permits applicable to any person engaging in business as a manu- 
facturer of such articles or as a dealer in tobacco materials, and (3) 
modernize the provisions of existing law by eliminating therefrom 
obsolete, complex, and unnecessary requirements, restrictions, and 
controls, and by setting forth the proper standards in the law, to be 
implemented by regulations prescribed by the Secretary of the Treasury 
or his delegate, for a more practical tobacco administration. 

Duplication and repetition in existing law have been eliminated 
by consolidating, wherever feasible, the provisions with respect to 
qualification requirements for manufacturers of articles and dealers 
in tobacco materials, operations by manufacturers of articles, and 
penalties and forfeitures common to all. 

The revised chapter has been drawn with the additional aim of 
simplifying much of the technical language found in existing law 
with respect to the time when the tax is determined. The revision 
provides that the tax on articles manufactured in or imported into 
the United States will be determined at the time of removal. ‘The 
term “removal” has been defined so that it includes, in addition to 
removal from the factory or internal revenue bond (as the Secretary 
shall by regulation prescribe) or from customs custody, the smuggling 
or other unlawful importation of articles into the United States. 

The existing law contains many sections dealing with requirements, 
controls, and penalties of specific application to peddlers of tobacco 
products. Such peddlers, many years past, constituted a principal 
medium for the retail distribution of tobacco products. However, in 
more recent years, the development of modern methods of distribution 
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has resulted in the virtual disappearance of peddlers as a major factor 
in the distribution system. The operations of the few remaining 
peddlers, who deal in taxpaid articles, are similar to those of other 
retail dealers in such articles except that peddlers have no fixed 
place of business. This single difference no longer justifies the 
retention of specific provisions concerning their operations. Require- 
ments, controls, penalties, and forfeitures of general application apply 
to any non-tax-paid articles which peddlers and other retail dealers 
may receive and dispose of fraudulently. Therefore, it is not con- 
sidered essential to retain the present requirements, controls and 
penalty and forfeiture provisions with specific application to peddlers. 
In view of this fact, the provisions of sections 2070, 2071, 2072, 2073, 
2074, 2075, 2076, 2152, 2153, 2154, and 2192 of the existing code 
have been omitted. 

The definition in existing law of ‘dealer in leaf tobacco” restricts 
his transactions to leaf tobacco. There is inserted, in its place, a 
definition of “dealer in tobacco materials”, under which such a dealer 
could handle all tobacco materials. In this manner, there will be 
eliminated the present necessity for a ‘‘dealer in leaf tobacco” to also 
qualify as a “quasi” manufacturer of tobacco in order to handle such 
kinds of tobacco, closely associated with leaf, as scraps, cuttings, and 
clippings. The provisions of sections 2055, 2056, and 2057 of the 
existing code, relating to inventories, invoices, and monthly reports 
by dealers in leaf tobacco have been omitted since they are not con- 
sidered necessary to proper administration and should no longer be 
required from dealers in tobacco materials. These revisions will 
permit greater freedom to the imdustry without jeopardy to the 
revenue. 

The existing law contains many sections which are merely cross 
references. Such references, not required under the revision and 
omitted therefrom, are sections 2003, 2020, 2104 (b) and (c), 2113, 
2114, 2135 (b), 2177, 2195, and 2199 of the existing code. 

Sections 2000 (b) and 2102 of the existing code, relating to snuff 
flour, have been omitted because, by definition, the term manufactured 
tobacco will include such article. 

Subsections (e) and (f) of section 2000 of the existing code, imposing 
floor stocks taxes on articles held for sale on November 1, 1942, and 
November 1, 1951, have been omitted since they are no longer effective. 
Section 2005 of the existing code, imposing floor stocks tax on ciga- 
rettes held for sale onJuly 1, 1940, has been omitted for the same reason. 

Sections 2011, 2031, 2051, and 2150 of the existing code, relating to 
the registration of manufacturers of articles and dealers in leaf tobacco, 
have been omitted because such registration is an obsolete require- 
ment remaining from a time, many years past, when such manufac- 
turers and dealers were required to pay special taxes. 

Sections 2015, 2016, 2034, and 2035 of the existing code, relating to 
signs and factory numbers, have been omitted since they are regarded 
as being proper subjects for regulations. 

Section 2155 of the existing code has been omitted since articles re- 
landed after being exported are subject to treatment under paragraph 
1615 (f) of the Tariff Act of 1930, as amended, and are subject to duty 
equal to tax. 

The provisions of section 2191 of the existing code, which authorize 
the Commissioner to prescribe regulations for the inspection of cigars 
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and cigarettes, have been omitted from this chapter, since such author- 
ity is adequately provided in section 7805. 

Section 2193 of the existing code, requiring District Directors of 
Internal Revenue to keep books or records of the operations of manu- 
facturers of tobacco, snuff, cigars, and cigarettes, has been omitted 
since the information from which such records were prepared is no 
longer submitted to District Directors. 

Section 2197 (a) of the existing code, relating to the territorial extent 
of the law, has been omitted from this chapter, since section 5704 sets 
forth extraterritorial exemptions and section 7701 (a) (9) defines the 
term “United States”, 

Subchapter E of chapter 15 of the existing code, relating to penalties 
and forfeitures, has been revised in its entirety. Sections 5761, 5762, 
and 5763 represent improvement and modern treatment of the penalty 
and forfeiture provisions, so as to make the various penalties consistent 
with the offenses and bring them into line with modern concepts of 
their functions as a means to effective enforcement of the law. 


SUBCHAPTER A—DEFINITIONS, RATE AND PAYMENT OF 
TAX, EXEMPTION, REFUND, AND DRAWBACK OF TAX, 
AND REDEMPTION OF STAMPS 


Section 5701. Rate of tax 


This section is the same, in substance, as the provisions of existing 
law, except that all reference to sale or removal of the taxable articles 
has been omitted since section 5703 provides for determination of tax 
at the time of removal and since it is desirable to make certain that 
the tax attaches at the time of manufacture or importation of the 
articles to conform to the intent of the present law and to court deci- 
sions. The section has been further simplified by the omission of all 
material tending to define the articles on which tax is imposed, since 
appropriate definitions thereof are set forth in section 5702. The 
existing exemption with respect to cigarette papers and tubes sold to a 
manufacturer of cigarettes has been omitted, since transfers in bond 
of cigarette papers and tubes to a manufacturer of cigarettes are now 
made expressly exempt from tax under section 5704. Its retention in 
the taxing section would merely be repetitive. A provision, similar to 
that in existing law with respect to the size of cigarettes for tax pur- 
poses, has been added to this section with respect to cigarette papers 
and tubes in order to spell out the size of such articles for tax purposes, 
and to block any attempt to taxpay long cigarette papers and tubes as 
single units and evade tax. 

Section 5702. Definitions 

Several definitions, set forth in separate sections in the existing 
code, are assembled in this one section. and additional definitions 
have been provided. 

The definition of ‘manufacturer of tobacco” is changed from exist- 
ing law so as to include persons who manufacture tobacco, who pack- 
age tobacco for use in the mouth or nose, and who sell or deliver 
tobacco not exempt from tax contrary to law and regulations. 
Excluded are farmers and growers of tobacco, and cooperative 
associations, who sell leaf tobacco grown by themselves or by their 
members, provided the tobacco so sold is in the condition as cured 
on the farm, which is the test for exemption under existing law, and 
dealers in tobacco materials who handle tobacco solely for sale, 
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shipment, or delivery in bulk to other dealers, manufacturers, or for 
export. 

The definition of “manufactured tobacco” has been expanded to 
include snuff and snuff flour, since the same tax rates have been im- 
posed on manufactured tobacco and snuff for many years, and since 
snuff is merely another form of tobacco used in the mouth. 

This section also provides that any tobacco not exempt from tax 
under this chapter, sold or delivered contrary to the provisions of this 
chapter and regulations issued pursuant thereto, shall be regarded as 
manufactured tobacco. 

The reference to substitute for tobacco in the existing law (secs. 
2000 and 2110) has been eliminated because it has proved in practice 
to be meaningless since it would only apply to a substance which so 
closely resembles tobacco in characteristics and effects as to take its 
place. 

The definition of ‘manufacturer of cigars and cigarettes” is the same, 
in substance, as that in existing law (sec. 2030). The definition in 
this section spells out the fact that a person who manufactures cigars 
or cigarettes solely for his own personal consumption is not a manu- 
facturer of such articles. 

The definition of “dealer in tobacco materials” represents a broaden- 
ing of the definition of ‘dealer in leaf tobacco” in existing law (sec. 
2050) so as to permit such a dealer to handle all tobacco materials, 
whereas his activities are presently restricted by law to leaf tobacco. 
This definition, therefore, includes dealers in other kinds of tobacco 
materials who were previously regarded as ‘“quasi’’ manufacturers of 
tobacco since they do not produce a taxable product. 

The definition of “removal” or “remove” is flexible so that the 
Secretary or his delegate may, by regulation, permit determination of 
tax upon removal of the articles from bond, under a return tax pay- 
ment system, instead of removal from the premises of the bonded 
factory where produced as required by existing law. This definition 
includes smuggling or other unlawful importation of such articles. 

Similarly, to give precise meanings to other expressions frequently 
used in the chapter, definitions have been provided for “tobacco 
products,” ‘‘eigarette paper,” “cigarette tube,” “manufacturer of 
cigarette papers and tubes,” “articles,” “tobacco materials,” and 
“importer.” 

Section 5703. Lnability for tax and method of payment 

This section would permit a change in the existing method of pay- 
ment of tax (section 2002). In lieu of payment of the tax by the 
purchase and affixture of stamps prior to removal of the articles, 
there is included a provision which would enable the Secretary or 
his delegate, by regulation, to substitute a system for payment of 
tax by return with some period of deferment as the fiscal situation 
will permit, but not before January 1, 1955. 

Provision is also made for the Secretary or his delegate to authorize 
Federal Reserve banks, and other depositaries or financial agents of 
the United States, to receive payments of taxes imposed by this 
chapter, if made payable by return. 

The provision for assessment of taxes, which are not paid at the 
time required, has been restated in this draft in substantially the 
same language as set forth in existing law (section 2002 (b)). 
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Section 5704. Exemption from tax 

The several exemptions from tax set forth in separate sections of 
existing law are assembled in this section to which has been added 
several new exemptions. 

The existing exemption from tax on cigars and cigarettes for per- 
sonal consumption by employees and for experimental purposes has 
been extended to include manufactured tobacco as a matter of equity 
The quantity authorized, presently set forth in existing law (section 
2111), has been eliminated. 

This section includes a new exemption authorizing manufacturers 
to transfer articles, without payment of tax, between bonded premises, 
in accordance with regulations as prescribed. This provision was 
made so as to permit the transfer of articles between factories, each 
of which performs certain phases of the manufacturing process before 
taxpayment. It is intended, under this section, to continue the 
existing exemption from tax (section 2000 (d)) upon cigarette papers 
and tubes sold to a manufacturer of cigarettes for use by him in the 
manufacture of cigarettes. 

The existing exemption from tax on articles shipped for export 
(section 2135 (a) (1) and (3)) has been restated in substantially the 
same form in this section. 

The existing exemption from tax on articles removed for consump- 
tion beyond the jurisdiction of the internal revenue laws of the 
United States (section 2197 (b)) has been restated in substantially 
the same form in this section. 

The existing exemption from tax on articles withdrawn for the use 
of the United States (section 3331) has been restated in substantially 
the same form in this section. 

This section also provides for exemption from tax on all tobacco 
materials shipped by a dealer in tobacco materials or a manufacturer 
of articles to another such dealer or manufacturer, or for export. 
This section extends to dealers in tobacco materials the same authority 
afforded to manufacturers of articles and dealers in leaf tobacco vd 
existing law (sections 2059, 2135 (a) (2), and 2101) to ship tobacco 
materials to manufacturers, dealers, and for export. 

There is a new exemption under which articles and tobacco mate- 
rials may be released from customs custody, without payment of tax, 
for delivery under bond to the bonded premises of manufacturers. 
This exemption will eliminate the present illogical situation wherein 
the internal revenue tax is collected prior to release of the articles 
from customs custody by the purchase and affixture of stamps to 
the packages of such articles, and is subsequently refunded by re- 
demption of such tax stamps, under authority of existing law (section 
2198) where the articles are withdrawn from the market. 


Section 5705, Refund or allowance of tax 


This section will afford refund relief comparable to that now em- 
bodied in existing law (sections 2198, 3304, and 3313). In addition, 
the tax may be refunded or credit allowed when articles are lost, but 
not stolen, or are destroyed by fire, casualty, or act of God while in 
the possession, control, or ownership of the manufacturer or imported. 
The standard of 3 years for the filing of claims is prescribed. 
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Section 5706. Drawback of tax 

This section retains those provisions of existing law (section 2136) 
necessary to prescribe the standard giving rise to benefit of drawback, 
but leaves the details to be prescribed by regulation. 
Section 5707. Floor stocks refund on cigarettes 


This section is the same as existing law (section 2000 (g)), except 
for the requirement of proof of sales reflecting the tax reduction, which 
provision is not feasible of administration. 


Section 5708. Redemption of stamps 


This section has been added to permit the Secretary or his delegate 
to redeem aay stamps which may be issued and sold to manufacturers 
and importers to evidence tax, as distinguished from the present 
stamps denoting tax payment, if the stamps are not used and this 
manufacturer or importer has no use for such stamps purchased. 


SUBCHAPTER B—QUALIFICATION REQUIREMENTS FOR 


MANUFACTURERS OF ARTICLES AND DEALERS IN 
TOBACCO MATERIALS 


Section 5711. Bond 


This section consolidates the several separate requirements of 
existing law (sections 2013, 2033, 2039 (a), and 2053) for manufacturers 
of articles and dealers in tobacco materials to give bond. There are 
provided, in this section, uniform requirements for manufacturers of 
articles and dealers in tobacco materials, to give bond, conditioned 
upon compliance with the provisions of this chapter and regulations 


issued thereunder. The form, amount, and other such details set 
forth in existing law are to be prescribed by regulation. The section 
provides that the bond may be disapproved if the Secretary or his 
delegate determines that the bond is not adequate to protect the 
revenue, and that it may be canceled if he determines that the bond 
no longer adequately protects the revenue. These provisions are 
required for effective administration of the law and protection of the 
revenue. 

Section 5712. Application for permit 


This section replaces the several separate provisions of existing law 
(sections 2011, 2012, 2031, 2032, 2051, and 2052) which provide that 
manufacturers of articles and dealers in leaf tobacco register and fur- 
nish statements before commencing such businesses. In lieu thereof, 
this section provides for the making of an application for a permit. 
For effective administration of the law and protection of the revenue, 
authority is provided for the Secretary or his delegate to reject 
the application and deny the permit if he finds that (1) the premises 
are not adequate to protect the revenue, or (2) the applicant is not 
likely to maintain operations in compliance with the provisions of this 
chapter of the code, or has failed to disclose material information 
required, or has made a material false statement in the application. 

There is a savings provision that no person engaged in business as 
a manufacturer of articles or dealer in tobacco materials on the effec- 
tive date of this chapter shall be denied the right to carry on such 
business pending a reasonable opportunity to make application for 
such permit and final action thereon. 
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Section 5713. Permit 

This section, which replaces those sections of existing law with 
respect to certificates (sections 2014 and 2054), provides for the 
issuance, suspension, and revocation of permits to engage in business 
as a manufacturer of articles or a dealer in tobacco materials, 


SUBCHAPTER C—OPERATIONS BY MANUFACTURERS OF 
ARTICLES 


Section 5721. Inventories 


This section sets forth the requirement for inventories by manufac- 
turers of articles and leaves to the regulations much of the procedure 
and detail presently set forth by law (secs. 2017 and 2036). It is 
intended, by this revision, to discontinue the existing requirement for 
manufacturers of articles to make and deliver inventories on January 
1 of each year. Under this section, manufactures are required to make 
an inventory at the time of commencing and concluding business, and 
at such other times as regulations may require, for enforcement pur- 
poses and ee ae of the revenue. 


Section 572 2, Reports 


This sec tot is derived from existing law (sees. 2019, 2038, 2039 (b), 
and 2194), which sets forth the requirements for repor ts and spells out, 
in considerable detail, the items to be included therein. This section, 
applicable only to manufacturers of articles, leaves to regulations the 
information to be reported, the form of the report, the time for filing, 
and the period to be cov ered by the report. 


Section 5723. Packages, labels, notices, and stamps 


This section is derived from existing law (secs. 2100. 2111, and 
2130), which prescribes the exact sizes of packages in which tobacco, 
snuff, cigars, and cigarettes may be put up for domestic sale or con- 
sumption, and spells out the language of the notices and labels required 
by existing law to be affixed to such packages. Subsection (a) of this 
section provides that all articles shall, before removal, be put up in 
packages having such labels, notices, and stamps as the Secretary or 
his delegate shall by regulations pr escribe. This subsection places no 
restriction on the sizes of packages in which such articles may be put 
up. The labels, notices, and stamps which the Secretary or his del- 
egate may require by this subsection are such labels, notices, and 
stamps as may be necessary for the protection of the revenue. It is 
not intended by this subsection to authorize the regulation of cus- 
tomary package labels and wrappers. While sizes of packages are no 
longer prescribed, such articles are required to be put up in packages 
before removal with the specifications for such packages to be pre- 
scribed by regulations. 

The provisions of existing law (secs. 2100 (d) and 2111 (c)), relating 
to the prohibited enclosure of lottery features or immoral or ‘indecent 
material, have been restated in subsections (b) and (c). 

Subsection (d) restates those exemptions from packing requirements 
provided in existing law (secs, 2100 (c) (1), 2111 (a) (3), (e) (2), and 
(f)) for tobacco, snuff, cigars, and cigarettes exported, and for cigars 
and cigarettes used for consumption by employees or for experimental 


purposes, 
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SUBCHAPTER D—OPERATIONS BY DEALERS IN TOBACCO 
MATERIALS 


Section 5731. Shipments and deliveries restricted 

This section enables the Secretary or his delegate, by regulation, 
to restrict the shipment and delivery of tobacco materials by dealers 
similar to existing law (secs. 2059 and 2060) and imposes a tax on 
such materials shipped or delivered in violation of the regulations 
re eee 


573 


Section 5 . Statement of shipments and deliveries 
The provisions of this section are the same, in substance, as those 
in existing law (sec. 2058). 


SUBCHAPTER E—RECORDS OF MANUFACTURERS OF 
ARTICLES AND DEALERS IN TOBACCO MATERIALS 


Section 5741. Records to be maintained 

This section consolidates the provisions in existing law (secs. 2018, 
2037, 2039 (b), 2056, and 2194) which set forth separately the require- 
ments for records to be maintained and spell out, in considerable 
detail, the items to be entered. This section, in the interest of 
flexibility, leaves to regulation those details presently set forth by law. 


SUBCHAPTER F—GENERAL PROVISIONS 


Section 5751. Purchase, receipt, possession, or sale of articles, after 
removal, not exempt from tax 

This section consolidates the provisions of existing law (secs. 
2104 (a), 2113, and 2170 (a) (2)) which prescribe similar restrictions 
with regard to tobacco, snuff, cigars, and cigarettes. A provision 
has been added in this section to the effect that any person who 
possesses articles not exempt from tax, after removal, not put up in 
packages bearing the labels, notices, or stamps prescribed, shall incur 
liability to the tax in addition to penalties prescribed elsewhere. 
This provision was added so as to permit collection of tax from persons 
who divert to a taxable use articles removed for a tax-exempt purpose, 
Section 5752. Restrictions relating to used labels, stamps, and packages 

This section consolidates existing law (secs. 2103 (e) and 2112 (e)) 
which sets forth separately the requirements for destruction of tax 
stamps on emptied packages. This section would continue this re- 
quirement with respect to such tax stamps, and would also require 
destruction of any label or other stamp, affixed to a package to evi- 
dence tax, when the package is emptied. It also prohibits any traffick- 
ing in such labels or stamps and in emptied packages bearing such 
labels or stamps. 
Section 5753. Disposal of forfeited, condemned, and abandoned articles 

and tobacco materials 

This section restates the provisions of existing law (sec. 2190) 
except that the manner of disposition of forefeited, condemned, and 
abandoned articles and tobacco materials, which "will not bring a 
price equal to the tax due and payable thereon, is omitted and left 
to regulations. 
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SUBCHAPTER G—FINES, PENALTIES, AND FORFEITURES 


Section 5761. Civil penalties 

There are assembled in this section those civil penalties now pro- 
vided in existing law (secs. 2161 (m) (1), 2180 (1) (1), and 2156 (c)) 
Civil penalties have been added for failure to pay tax when due. 
Section 5762. Criminal penalties 

This section sets forth clearly those violations which are to be 
punishable as felonies and provides that other offenses shall be pun- 
ishable us misdemeanors. The many inequities and inconsistencies 
in the penalty provisions of existing law (secs. 2150 through 2180 
are eliminated and uniformity is established. 
Section 5763. Forfeitures 

In separate sections of existing law, there are many provisions for 
forfeiture of property of various types held or owned applicable to 
tobacco and snuff, cigars and cigarettes, and leaf tobacco. These 
various and separate provisions have been assembled, in this section, 
into four subsections which deal with articles unlawfully possessed, 
personal property of qualified manufacturers and dealers with intent 
to defraud, real and personal property of illicit operators, and a 
general provision referring to section 7302 in the general provisions 
of the code. 


CHAPTER 53—MACHINEGUNS AND CERTAIN OTHER 
FIREARMS 


SUBCHAPTER A—TAXES 
Part 1—Sprcriat (OccupaTionaL) TAXES 


Section 5801, Tax 

This section is the same as present section 3260, except for the 
foliowing changes: 

(1) In the proviso of subsection (a) of present section 3260, the 
words “two attached” are used before the word “barrels.”’ In the 
proposed new text these words are deleted and the words “combination 
shotgun and rifle” are used in place thereof. This change is explained 
as follows: Bill H. R. 9610, known as Public No. 651, 75th Congress, 
was approved June 16, 1938, to afford, inter alia, relief to manufac- 
turers and dealers from the high rates of special taxes then imposed 
upon a sporting type of firearm having two attached barrels, which 
was not a type of firearm used by gangsters or criminals. That bill 
reduced the special tax on manufacturers of such firearms from $500 
to $25 per year and also reduced the dealer’s tax from $200 to $1. 
Apparently at the time the aforesaid bill was enacted into law it was 
not observed that the language used would also similarily reduce the 
special taxes on the gangster-type gun, namely, the double-barre! 
shotgun with barrels less than 18 inches in length. Because the 
double-barrel sawed-off shotgun is a more potent weapon than the 
single-barrel sawed-off shotgun it is felt that this undesirable situation 
should be rectified. Also, the proposed new wording would continue 
to give the desired relief to manufacturers of and dealers in the sport- 
ing-type firearm which the original bill H. R. 9610 granted. 

(2) In the proviso of subsection (a) of present section 3260, the 
phrase “12 inches or more in length’ is used. In the proposed new 
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text an addition is made to that phrase by adding the words “but less 
than 18 inches” following the word “more.” This change is desirable 
in that the existing text of the law results in the interpretation by many 
persons that the statute covers manufacturers and dealers in sporting- 
type rifles and shotguns with barrels of 18 or more inches in length 
even though in the basic definition of a firearm as given in present 
section 2733 (a) (sec. 5848 (a) new text) it is provided, among other 
things, that only shotguns or rifles having barrels less than 18 inches 
in length are to be considered firearms. 

(3) A subsection (c) has been added merely for cross-reference 
purposes as so indicated by its title. 


Section 5802. Registration 

This section represents existing law as stated in section 3261 (a). 
Section 5803. Exemptions 

This section represents existing law as stated in section 3262. 


Part II—Transrer Tax 
Section 5811. Tax 

This section is the same as present section 2720, except for the 
following changes: 

(1) In the proviso of subsection (a) of present section 2720, the 
words “two attached” are used before the word “barrels.” It is pro- 
posed in the new text that these words be deleted and the words 
“combination shotgun and rifle” be used in place thereof. This 
change is explained as follows: Bill H. R. 9610, known as Public, No. 
651, 75th Congress, was approved June 16, 1938, to afford, inter 
alia, relief from the high transfer tax then imposed upon a sport- 
ing type firearm having two attached barrels, which was not a type 
of firearm used by gangsters or criminals. That bill reduced the 
transfer tax from $200 to $1. Apparently at the time the afore- 
said bill was enacted into law it was not observed that the language 
used would reduce the transfer tax on the gangster-type gun, namely 
the double-barrel shotgun with barrels less than 18 inches in length, 
from $200 to $1. The language used developed a further inequity 
in the transfer tax on firearms, in that a single-barrel sawed-off 
shotgun with a barrel of 15 inches in length would be subject to 
a $200 transfer tax whereas a shotgun of identical manufacture 
but with double-barrels, 15 inches in length, could be transferred 
by the payment of a $1 transfer tax. Because the double-barrel 
sawed-off shotgun is a more potent weapon than the single-barrel 
sawed-off shotgun it is felt that this generally undesirable situation 
should be rectified. Also, the new wording would continue to give 
the desired relief to transferors of sporting-type firearms which the 
original bill, H. R. 9610, granted. 

(2) In the proviso of subsection (a) of present section 2720, the 
phrase ‘12 inches or more in length” is used. In the proposed 
new text an addition is made to that phrase by adding the words 
“but less than 18 inches” following the word “more.’’ This change 
is desirable in that the existing text of the law results in the in- 
terpretation by many persons that the transfer taxes are imposed 
upon sporting-type rifles and shotguns with barrels of 18 or more 
inches in length even though in the basic definition of a firearm, as 
given in the present section 2733 (a) (sec. 5848 (a) new text), it is pro- 
vided, among other things, that only shotguns or rifles having barrels 
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less than 18 inches in length are to be considered firearms. For this 
reason statutory limitation is proposed to be specified for the maxi- 
mum barrel length of firearms. 

(3) The cross-reference under section 2720 (c) (2) of the existing 
law and the registration and special tax reference under section 2720 
(d) of the existing law have been incorporated in the new text under a 
new subparagraph (d) entitled “Cross Reference.” 


Section 5812. Exemptions 


This section is the same as section 2721 of existing law, except that 
in the caption of subsection (c) of the new text the words “Exemption 
From” have been added. 


~ 


Section 5813. Stamps 

This section represents existing law as stated in section 2722. 
Section 5814. Order forms 

This section represents existing law as stated in section 2723. 


Parr IJJ—Tax on Maxine FIREARMS 


Section 5821. Rate, exceptions, ete. 
This section represents existing law as stated in section 2734. 


Part [1V—Orner Taxes 


Section 5831. Cross references 
This is primarily a codifier’s reference. 


SUBCHAPTER B—GENERAL PROVISIONS 


Section 5841. Registration of persons in general 

This section is the same as present section 3261 (b), except for the 
following change: 

The words “of the district in which he resides” following the word 
“collector” in present section 3261 (b), have been deleted so as to 
abolish an unnecessary step in the registration of firearms. This is 
explained as follows: From the inception of the National Firearms 
Act (now incorporated in the Internal Revenue Code) firearms regis- 
trations have been kept in a central file of the National Office of the 
Internal Revenue Service in Washington, D. C., rather than in a file 
in each district. Under existing procedure the district directors of 
internal revenue have had to handle the registrations because they 
are required to do so by the present law, although their handling of 
the registration forms serves no useful purpose. Moreover, experi- 
ence has shown that a central file is desirable because of the necessity 
of determining whether or not a firearm has been registered, and also 
because such file furnishes one central source of information for use 
in court actions. 


Section 5842. Books, records and returns 

This section represents existing law as stated in section 2724. 
Section 5848. Identification of firearms 

This section represents existing law as stated in section 2725. 
Section 5844. Exportation 

This section represents existing law as stated in section 2727. 
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Section 5845. Importation 

This section represents existing law as stated in section 2728. 
Section 5846. Other laws applicable 

This section represents existing law as stated in section 2731. 
Section 5847. Regulations 

This section represents existing law as stated in section 2732. 
Section 5848. Definitions 

This section is the same as present section 2733, except that three 
new provisions have been added which define “rifle,” “shotgun,” 
and “any other weapon.” These new definitions are needed for 
the reason that Congress did not define such weapons when the 
National Firearms Act was enacted in 1934 although it did define 
‘“machinegun.” Since Congress did not define these we apons it 
has been necessary to use the ord linarily accepted definitions thereof 
appearing in acceptable, standard dictionaries. In so doing, and 
because of a technical application of the definition of the term “fire- 
arm,” as it appears in the present statute, many weapons firing pro- 
jectiles by the action of an explosive have been brought within the 
scope of the National Firearms Act although it is believed the Con- 
eress did not intend that such weapons should be included. For 
example, under a technical interpretation of the term “firearm,” 
blunderbusses, muzzle-loading shotguns, and other ancient or antique 
guns have been considered subject to the National Firearms Act and 
in many instances the requirements thereof have been imposed. As 
a result of these interpretations, over a period of years, restrictions 
have been imposed on a certain class of persons, namely, antique gun 
collectors, and it is felt that these restrictions should be removed in 
pursuance of the clearly indicated congressional intent to cover under 
the National Firearms Act only such modern and lethal weapons, 
except pistols and revolvers, as could be used readily and efficiently by 
criminals or gangsters. Moreover, for proper administration of the 
National Firearms Act it is considered highly proper and desirable that 
the Congress define the terms “rifle,” “shotgun, ” and “any other 
weapon”’ so as to remove any doubt as to the type of firearms which 
Congress intended to bring within the scope of the National Firearms 


Act. 
SUBCHAPTER C—UNLAWFUL ACTS 

Section 5851. Possessing firearms unlawfully transferred or made 

This section represents existing law as stated in section 2726 (a). 
Section 5852. Removing or changing identification marks 

This section represents existing law as stated in section 2726 (b). 
Section 5853. Importing firearms illegally 

This section represents existing law as stated in section 2726 (c). 


Section 5854. In case of failure to register and pay special tax 
This section represents existing law as stated in section 3263. 


SUBCHAPTER D—PENALTIES AND FORFEITURE 


Section 5861. Penalties 
This section represents existing law as stated in section 2729. 
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Section 5862. Forfeitures 

This section represents existing law as stated in present section 
2730, Internal Revenue Code, except that certain duties formerly 
performed by the Secretary of the Treasury are now to be performed 
by the Administrator of General Services, General Services Adminis- 
tration, es provided for by an amendment to the law. (See 63 Stat, 
377 et seq., and T. D. 5791.) 


SUBTITLE F—PROCEDURE AND AD?TIINISTRATION 
CHAPTER 61—INFORMATION AND RETURNS 


Section 6001. Notice or regulations requiring records, statements, and 
special returns 
This section contains no material change from existing law. 


Section 6011, General requirement of return, statement, or list 
This section contains no material change from existing law. 


Section 6012. Persons required to make returns of income 

Subsection (a) (1) of this section differs from existing law in that it 
provides that any taxpayer who has attained the age of 65 before the 
close of his taxable year shall be required to make a return only if he 
has for the taxable year a gross income of $1,200 or more. As under 
existing law, all other individuals are required to file income-tax returns 
if they have gross income of $600 or more for the taxable year. 

Subsection (a) (4) of this section conforms the filing requirement for 
trusts to the new exemption of $300 granted certain trusts under sub- 
title A. A clarifying change from the wording of existing law has been 
made in subsection (b) (3), relating to the filing of corporation returns 
by receivers or other fiduciaries, 


Section 6013. Joint returns of income tax by husband and wife 


There is a substantive change in subsection (b) (2) (A) of this sec- 
tion. Under present law a joint return may not be filed after separate 
returns are filed unless all the tax shown on the separate returns, plus 
any other amounts assessed or any deficiency asserted with respect to 
such returns, are paid in full. This section permits a joint return to 
be filed after separate returns have been filed if the total tax shown on 
the joint return is paid. 


Section 6014. Income tax return—Tax not computed by taxpayer 


If the taxpayer files Form 1040A, he dess not compute the tax 
but the Internal Revenue Service computes the tax and sends the tax- 
payer notice of the amount payable. This section provides that in 
determining such amount the credit against tax for dividends received, 
provided by section 34, or the credit for retirement income, provided 
by section 38, shall not be allowed. Such taxpayer, however, receives 
the benefit of the partial exclusion of dividends from gross income 
provided by section 116. 


Section 6015. Declaration of estimated income tax by individuals 
This section and sections 6073, 6153, and 6654 deal with the 
estimated tax payable by individuals, 
(1) Filing requirements: Under existing law, individuals whose 
incomes are primarily from wages or salaries are required to 
file declarations if their income is expected to be more than 
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$4,500 plus $600 for each exemption. For individuals with over 
$100 of income from other sources, declarations must be filed 
if their gross income is expected to exceed $600. Section 6015 
provides that, for an individual with no more than $100 of 
gross income from sources other than wages or salaries, a declara- 
tion is required if his gross income is expected to be more than 
$5,000; however, no declaration is required by a married person 
if the gross income of the married person and his spouse is ex- 
pected to be not more than $10,000, nor from a head of a family 
(as defined in sec. 2 (b)) if his gross income is expected to be not 
more than $10,000. For an individual with more than $100 of 
income not subject to withholding, a declaration is required if 
his gross income from all sources is expected to be more than 
$600 per exemption plus $400. 

(2) Additional charges for failure to comply with requirements: 
Section 6654 substitutes, for the charges under existing law for 
failure to comply with the provisions relating to the estimated 
tax, a single charge of 6 percent per annum, computed for each 
installment date on the difference between the amount paid and 
70 percent (66% percent in the case of farmers) of the amount 
which should have been paid. The charge would run unti! the 
amount is paid or until the filing date for the tax return, which- 
ever is earlier. For example, a taxpayer (other than a farmer) 
showing a tax liability of $40,000 on his final return has paid a 
total of $20,000 in equal installments of $5,000 during the year 
through withholding and declarations. Since the amount of 
prepaid tax in each quarter is less than one-quarter of 70 percent 
of the final tax liability, the charge is applicable for each quarter 
and would be computed as follows: 

(1) Tax liability sdipinks < oy 

(2) 70 percent of tax liability... 25... ...2.-. 5. --__28 000 

(3) \% of 70 percent.. .....-.--. et ee eee ~~ 7,000 

(4) Deduct quarterly prepayment_..... .....--- 2s. 02 5 000 

(5) Basis for computation of charge (line 3 minus 
line 4) 


(6) Additional charge: 
(a) 1st quarter—6 percent of $2,000 for 365 days 120. 00 
(b) 2d quarter—6 percent of $2,000 for 304 davs___-._- 99. 95 
(c) 3d quarter—6 percent of $2,000 for 212 days_...... 69. 70 
(d) 4th quarter—6 percent of $2,000 for 90 days 29. 59 


319. 24 
If, in the above example, the taxpayer had prepaid only $1,000 
by the first installment date instead of $5,000, and had subse- 
quently paid the difference of $4,000 during the taxable year, a 
charge of 6 percent on this $4,000 would be imposed for the period 
the $4,000 remained unpaid. 

However, section 6654 further provides that no additional 
charge shall be applied with respect to any installment where the 
total amount of tax paid by that date is not less than an amount 
based on— 

(a) The previous year’s tax; or 

(b) A tax based on the previous year’s income, computed 
at current rates and current exemptions; or 

(c) 70 percent (66% percent in the case of farmers) of the 


44140°—54 ——33 
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tax computed on the actual income of the months of the tax- 
able year preceding the installment date placed on an annual 
basis in a manner corresponding to that provided by section 
47 (c) (1) of existing law. 

Section 145 of existing law makes it a crime to willfully fail to 
file a declaration of estimated tax. In sections 7201 and 7203 
there is no penalty for failure to file a declaration. The penalty 
provided by section 7203 for willful failure to pay estimated tax 
is not changed from existing law. 

Section 6015 also provides that February 15 is the final date on 
which a farmer may file a tax return which will be considered his 
declaration for the year. Under existing law the final date is 
January 31. 


Section 6016. Declarations of estimated income tax by corporations 


This section and sections 6074, 6154, and 6655 contain the prin- 
cipal provisions relating to a new system for advance payments of 
corporation income tax. This system contemplates that advance 
payments be made during the 9th and 12th months of the taxable 
year and that the system become effective with respect to taxable 
years ending on or after December 31, 1955. The amount of the 
tax to be paid at each installment date will rise from 5 percent of the 
amount due for the entire year in 1955 to 25 percent in 1959 and later 

years. 
; Only corporations subject to taxation under section 11 or 1201, or 
subchapter L of chapter 1, whose tax liability for the taxable year 
can reasonably be expected to exceed $50,000 are required to file 
declarations. The addition to the tax in the case of an underpayment 
of any installment is the same as that provided in the case of declara- 
tions of individual income tax and, as in the case of declarations by 
individuals, this addition to the tax may be avoided if the amount 
paid is less than would be required under three methods of computa- 
tion similar to those provided for individuals, 

Under the provisions relating to estimated tax payments by cor- 
porations, the estimated tax is the estimated income tax for the tax- 
able year computed after deducting the estimated credits against tax 
allowable to the corporation and after deducting the $50,000 exemp- 
tion. Similarly, the taxes referred to in the three methods of com- 
putation for determining whether the 6 percent addition to the tax 
for underpayments shall be imposed (the previous year’s tax, the tax 
based on the previous year’s income but otherwise computed at cur- 
rent rates, and 70 percent of the tax computed on the actual income 
of the months of the taxable year preceding the installment date, 
which tax is placed on an annual basis in a manner corresponding to 
that provided by section 47 (c) (1) of existing law) are each deter- 
mined after subtracting the $50,000 exemption and after giving effect 
to the applicable credits against tax. For such purpose, if the 
nl year’s tax is used, the applicable credits are those allowed 
or the previous year. If the previous year’s income is used, the 
applicable credits are determined on the basis of such income and 
under the law applicable to the previous year, except that the rate 
used in determining the amount of the credit is the rate applicable 
to the current taxable year. If the income for the current year, 
placed on an annual basis, is used, the rates applicable to the current 
taxable year are used. 
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Section 6017. Self-employment tax returns 
This section contains no material change from existing law. 


Section 6018. Estate tax returns 


This section contains no material change from existing law, except 
that the requirement that a duplicate copy of the return be filed has 
been eliminated. 


Section 6019, Gift tax returns 
This section contains no material change from existing law. 


Section 6020, Returns prepared for or executed by Secretary 
This section contains no material change from existing law. 


Section 6021. Listing by Secretary of taxable objects owned by nonresi- 
dents of internal revenue districts 


This section contains no material change from existing law. 


Section 6031. Return of partnership income 
This section contains no material change from existing law. 


Section 6032. Returns of banks with respect to common-trust funds 
This section contains no material change from existing law, 


Section 6033. Returns by exempt organizations 
This section contains no material change from existing law. 


Section 6034. Returns by trusts claiming charitable deductions under 
section 642 (c) 
This section contains no material change from existing law. 


Section 6035, Returns of officers, directors, and shareholders of foreign 
personal holding companies 
This section contains no material change from existing law. 


Section 6086. Notice of qualification as executor or receiver. 


The present estate-tax law requires every executor after qualifying 
as such to give the Internal Revenue Service notice thereof. Trustees 
in bankruptcy, receivers, and other persons similarly situated are also 
required by this section to give notice of the proceedings. Since 
such notice is necessary only where matters affecting the revenue 
are involved, this section authorizes the Secretary by regulations to 
relieve from this Pepennens any executor or any other person other- 
wise required to file a notice. It is contemplated that no second 
notice will be required in cases where trustees in bankruptcy or the 
court are now required under the Bankruptcy Act to notify the 
Secretary of such proceedings. 


Section 6041. Collection of foreign items and payments by corporations 
of interest 


This section continues in effect the provisions of section 147 (b) 
of existing law with respect to information returns (1) by persons in 
the business of collecting (or who collect for profit) foreign items and 
(2) by corporations with respect to payments of interest. The pro- 
visions of section 147 (a) of existing law which require information 
returns by individuals (other than those who collect foreign items for 
profit or in their business) are not continued in effect, and the pro- 
visions of section 147 (a) which require corporations to file information 
returns as to rent, wages (other than iniormation returns required 
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in connection with the employment taxes), etc., are not continued in 
effect. 


Section 6042, Returns regarding corporale dividends, earnings, and 


profits 
This section contains no material change from existing law, 


Section 6043. Return regarding corporate dissolution or liquidation 
This section contains no material change from existing law. 


Section 6044. Returns regarding patronage dividends 
This section contains no material change from existing law. 


Section 6045. Returns of brokers 
This section contains no material change from existing law. 


Section 6046. Returns as to formation or reorganization of foreign cor- 
porations 
This section contains no material change from existing law. 


Section 6051. Receipts for employees 

This section contains no material change from existing law, except 
that it makes it clear in the law that the duplicate copy of the form 
W-2 must be filed with the Internal Revenue Service when required 
by regulations. 


Section 6061. Signing of returns and other documents 
This section contains no material change from existing law. 


Section 6062. Signing of corporation returns 

Present law requires two corporate officers to sign the return. This 
section permits any one of the officers now named in the law to sign 
the return, and also permits the corporation to designate any other 
corporate officer as the one authorized to sign a return. Furthermore, 
it is provided that the fact that an individual’s name is signed on the 
return shall be prima facie evidence that such individual is authorized 
to sign the return on behalf of the corporation. It is also specifically 
required that a receiver or other fiduciary sign any return which he is 
required to make for a corporation. 


Section 6063. Signing of partnership returns 

This section makes no material change from existing law, except 
that it specifically provides that the signature of one of the partners 
shall be prima facie evidence that he is authorized by the partnership 
to sign the return. 


Section 6064. Signature presumed authentic 
This section contains no material change from existing law. 


Section 6065. Verification of returns 

The present code in numerous places requires returns, etc., to be 
made under oath, and then in section 3809 permits the Secretary to 
allow the return, etc., to be made under a declaration under penalties 
of perjury instead of under oath. Under section 6065, all returns, etc., 
are to be made under penalties of perjury, except that the Secretary 
may permit them to be made without such declaration or the Secretary 
may exercise his authority under subsection (b) to require them to be 
made under oath. However, as under existing law, the Secretary 
may not require an oath on individuals’ income tax returns and decla- 
rations of estimated tax. 
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Section 6071. Time for filing returns and other documents. 


This section follows the provisions of existing law (see sec. 3310 (f)) 
in that, with the exceptions stated in succeeding sections, it permits 
the Secretary to fix by regulations the time for filing returns, notices, 
and other documents. Under present law returns for occupational 
taxes are required to be filed on or before the last day of the calendar 
month in which the special tax liability commences. This provision 
will permit the Secretary to require returns for certain occupational 
taxes be filed prior to the commencement of business if that is deemed 
desirable, 


Section 6072. Time for filing income tax returns 

Subsection (a) of this section extends by an additional month in the 
case of individuals and partnerships the period allowed for filing in- 
come returns. In the case of a calendar year taxpayer, the bill 
provides that the return is due on or before the 15th day of April 
instead of the 15th day of March as is required by existing law. 

Subsection (d) extends the time for filing returns by exempt coop- 
eratives referred to in section 522 from the 15th day of the third month 
to the 15th day of the ninth month following the close of the taxable 
year sc as to conform with the period referred to in section 522 (b) 
(1) (B). 

The provisions of section 3805 of existing law relating to the time 
for filing returns by China Trade Act corporations for taxable years 
ending before October 1, 1953, are continued in effect in subsection 
(e), and are extended to the taxable years ending before October 1 
1956. 

Specific provision as to the time for filing returns as to the forma- 
tion, ete., of foreign corporations, as to foreign personal holding 
companies, and as to returns by corporations contemplating dissolu- 
tion or liquidation, are not continued in this section. The time for 
filing such returns will be prescribed by regulations under section 6071. 


’ 


Section 6073. Time for filing declarations of estimated income tax by 
individuals 
In accord with the change made with respect to income tax returns 
of individuals, the filing date for declarations of estimated tax has 
been changed from March 15 to April 15 in the case of individuals on 
the calendar year basis. Furthermore, section 6073 will treat oyster 
farming as “farming” for purposes of the estimated tax. 
Section 6074. Time for filing declarations of estimated income tax by 
corporations 
This section provides the time for filing declarations of estimated 
tax by corporations. See the discussion of section 6016. 
Section 6075. Time for filing estate and gift tax returns 


Under existing law the time for filing estate tax returns is fixed by 
regulations. ‘This section would fix the time for filing such returns as 
15 months after the date of the decedent’s death. ‘This conforms to 
existing law which requires the estate tax to be paid 15 months after 
the date of the decedent’s death. 


Section 6081. Extension of time for filing returns 
This section extends to all taxes the authority of the Secretary to 
grant an extension of not more than 6 months for filing returns. 











A402 INTERNAL REVENUE CODE OF 1954 


Presently this authority is limited to certain taxes, such as the income 
tax, and in the case of certain taxes it is limited to 90 days. 

The second change from existing law is to grant corporations an 
automatic 3 months extension for filing income tax returns if a proper 
form is filed and the tax estimated to be due on the due date for pay- 
ment of the tax, or the proper installment thereof, is paid on such due 
date. Under this provision, the Secretary may ‘terminate the auto- 
matic extension by giving 10 days’ notice. 


Section 6091. Place for filing returns or other documents 

This section permits the Secretary to determine where returns, 
statements, lists, notices or other documents shall be filed. However, 
in the case of all tax returns, this section requires such returns to be 
filed in the internal revenue district determined generally under the 
same rules as are now prescribed in present section 53 (b) for income- 
tax returns. As to estate-tax returns, this provision follows present 
law with respect to estates of decedents domiciled in the United 
States; for estates of decedents not domiciled in the United States, 
this provision provides for fixing by regulations the place for filing 
estate-tax returns, in lieu of the alternative provisions now contained 
in section 821 (c) of the 1939 Code. 

Exceptions to these rules are: 

(1) In the case of persons outside of any internal revenue dis- 
trict, the Secretary may choose the place for the filing of the return, 
Under present law, persons outside the United States are required 
to file in Baltimore. 

(2) The Secretary may permit filing in another district and 
may require Treasury officers and employees to file in another 
district. 

Section 6101. Period covered by returns or other documents 
This section contains no material change from existing law. 


Section 6102. Computations on returns or other documents. 

This section permits the Secretary to allow returns to be filed in 
whole dollar amounts instead of requiring the showing of cents. The 
Secretary may require either the elimination of the cents, or rounding 
to the nearest dollar. However, this section provides that if any tax- 
payer does not wish to use whole dollar amounts, he may file on the 
same basis as under present law, that is, by showing exact cents. 
Furthermore, this provision only applies to the total amount required 
to be shown on any line on a return, and does not extend to the com- 
putation of the various items which are aggregated for the purpose of 
determining such amount. 


Section 6103, Publicity of returns and lists of taxpayers 
‘This section contains no material change from existing law. 


Section 6104. Publicity of information required from certain exempt or- 
ganizations and certain trusts 


This section contains no material change from existing law. 
Section 6105. Compilation of relief from excess profits tax cases 
This section contains no material change from existing law. 
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Section 6106, Publicity of unemployment tax returns 

This section contains no material change from existing law. 
Section 6107. List of special taxpayers for public inspection 

This section contains no material change from existing law. 
Section 6108, Publication of statistics of income 

This section contains no material change from existing law. 


CHAPTER 62—TIME AND PLACE FoR Payina Taz 


Section 6151, Time and place for paying tax shown on returns 

This section provides a uniform rule that in the case of any tax for 
which a return is required, the tax shall be paid at the same time and 
place as that fixed for the filing of the return. This provision accom- 
plishes the same result as existing law with respect to income and gift 
taxes. In the case of estate taxes existing law provides a 15-month 
period for paying the tax, but the time for filing the return is left to 
regulations. Since section 6075 provides that estate-tax returns shall 
be filed within 15 months after the date of the decedent’s death, the 
uniform rule contained in this provision accomplishes the same result 
as existing law for the payment of estate tax. 

This section states that payment must be made to the principal 
internal revenue officer for the internal revenue district. ‘This is the 
officer (formerly known as a collector of internal revenue) who is 
subject to suit in the district court for refund, 


Section 6152. Installment payments 

This section differs from existing law only to the extent necessary 
to provide that the amount of corporation tax payable in installments 
after the close of the taxable year is the unpaid amount, that is, the 
total amount of the tax reduced by that part of the tax paid currently 
as estimated tax during the taxable year. For example, if the tax 
of Corporation A for the calendar year 1955 is $1 million (computed 
after credits against tax), and if during 1955 it paid a total of $95,000 
in 2 installments of estimated tax, the remaining $905,000 would be 
payable in 2 equal installments of $452,500 each on March 15 and 
June 15, 1956. 
Section 6153. Installment payments of estimated income taz by individuals 

This section contains no material change from existing law except 


that the date for filing the declaration and paying the first installment 
has been changed from March 15 to April 15 of the taxable year. 


Section 6154. Installment payments of estimated income tax by corpo- 
rations 

This section is one of a group of provisions relating to a new system 
for advance payment of income tax by corporations. See the explana- 
tion of section 6016. 
Section 6155. Payment on notice and demand 

This section contains no material change from existing law. 
Section 6161. Extension of time for paying tax 

This section provides a uniform rule permitting the Secretary to 
extend the time for payment of any tax shown on a return for a period 
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which may exceed 6 months only in the case of persons abroad, 
However, the 10-year extension period for estate taxes is retained. 
Existing law makes no provision for extensions for payment of many 
taxes, and in the case of a tax imposed by subchapters B, C, or E of 
chapter 30 of the 1939 code, the extension is limited to 90 days. 
Section 6161 accomplishes the same result as existing law in the case 
of income taxes under chapter 1, employment taxes under subchapter 
C of chapter 9, the estimated tax under chapter 1, and the gift tax 
under chapter 4, in all of which cases there are specific provisions 
permitting a 6 months’ extension. 


Section 6162. Extension of time for payment of tax on gain attributable 
to liquidation of personal holding companies 

This section which permits a 5-year extension, is, under existing 
law, applicable only at the request of the taxpayer. In order to 
permit more latitude in administering the section, this limitation was 
removed. There is a further change from existing law in that section 
6162 is made applicable only to taxable years beginning before January 
1, 1956. 


Section 6163, Extension of time for payment of estate tax on value of 
reversionary or remainder interest in property 


This section makes no material change in existing law. 


Section 6164. Extension of time for payment of taxes by corporations 
expecting carrybacks 


This section contains no material changes from existing law. 


Section 6165. Bonds where time to pay tax on deficiency has been extended 

This section applies to all taxes the rule that bond may be required 
as a condition to an extension of time for payment. This rule is 
applicable to the income, estate, and gift taxes under existing law. 


CHAPTER 63—ASSESSMENT 


Section 6201. Assessment authority 

This section makes two material changes from existing law. The 
first permits the assessment of the amount of any check or money 
order, given in payment for stamps, which is not duly paid. 

There is also a material change from existing law in subsection 
(a) (3) of this section, relating to erroneous credits for prepayment of 
income tax (prepayment through credit for tax withheld at source 
and payments of estimated tax). Under this new paragraph refunds 
caused by erroneous prepayment credits may be recovered by assess- 
ment in the same manner as in the case of a mathematical error on 
the return. For example, assume a case in which the tax shown on 
the return is $100, the claimed prepayment credit is $125, and refund 
of $25 is made, and that it is later determined that the prepayment 
credits should have been only $70. Under existing law, $30 (the 
tax of $100 shown on the return less the $70 credit) can be immediately 
assessed as tax shown on the return which was not paid, but the 
remaining $25 must be recovered by suit in court. Under the new 
provision, the entire $55 can be assessed and collected. 


Section 6202. Establishment by regulations of mode or time of assessment 
This section contains no material change from existing law. 
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Section 6203. Method of assessment 

This section is a substantial clarification of existing law. It 
provides that the assessments shall be made by recording the liability 
of the taxpayer in accordance with rules or regulations of the Secretary. 
This will permit recording of liability, and hence assessment, through 
machine operations or through any other modern procedure. The 
Secretary is directed to furnish to the taxpayer, upon request, a copy 
of the record of the assessment of that taxpayer’s liability. 
Section 6204. Supplemental assessments 

This section contains no material change from existing law. 
Section 6205, Special rules applicable to certain employment taxes 

This section contains no material changes from existing law, except 
that the adjustment provisions applicable to railroad retirement 
taxes have been conformed to the adjustment provisions of the other 
employment taxes. 
Section 6211, Definition of a deficiency 

This section contains no material changes from existing law. 
Section 6212. Notice of deficiency 

This section contains no material changes from existing law. 


Section 6213. Restrictions applicable to deficiencies; petition to Tax Court 

The only material change from existing law is made in subsection 
(b) (3) of this section, which contains a new provision providing that 
any amount paid as a tax, or in respect of a tax, may be assessed upon 
the receipt of such payment notwithstanding the restrictions on assess- 


ment contained in subsection (a). [t further provides that if such 
payment is made after the mailing of a notice of deficiency, the assess- 
ment shall not deprive the Tax Court of jurisdiction over the deficiency 
determined without regard to such assessment. 
Section 6214. Determinations by Tax Court 

This section contains no material change from existing law. 


Section 6215, Assessment of deficiency found by Tax Court 
This section contains no material change from existing law. 


CHAPTER 64—COLLECTION 


Section 6801, Collection authority 
This section contains no material change from existing law. 


Section 6802. Mode or time of collection 
This section contains no material change from existing law. 


Section 6803. Notice and demand for taz 

This section contains two changes from existing law. The first 
change is a provision that notice and demand shall be made as soon 
as practicable, and within 60 days, after the making of an assessment. 
Existing law requires that notice and demand be made within 10 days 
after the receipt of the certified list of assessments. The second 
change is @ new provision which states that, except in case of jeopardy, 
ayment shall not be demanded prior to the last date prescribed by 
aw for the payment of the tax. In the case of early returns the tax 
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may be assessed prior to the last date prescribed by law for paying 
the tax, and this provision is designed to give the taxpayer the benefit 
of the law which permits him to wait until the last day to pay. 
Section 6311, Payment by check or money order 

Subsection (a) of this section changes existing law so as to permit 
the Secretary, under regulations, to receive any check or money order 
in payment for any taxes or stamps. The present law closely limits 
the type of checks and money orders which may be received in payment 
for stamps. 

Subsection (b) of this section, relating to unpaid checks or money 
orders, conforms existing law to the change made in subsection (a), 


Section 6312. Payment by United States notes and certificates of 
indebtedness 
This section changes existing law to permit the same rules to apply 
with respect to payment for stamps as are now applicable with respect 
to payment for other taxes. This change conforms to the change 
with respect to checks and money orders. 


Section 6313, Fractional parts of a cent 
This section contains no material change from existing law. 


Section 6314. Receipt for taxes 
This section changes existing law to require a receipt to be given 
only where there is a request for such receipt. 


Section 6315. Payments of estimated income tax 
This section contains no material change from existing law. 


Section 6321. Lien for taxes 


This section clarifies the term “property and rights to property’ by 
expressly including therein the interest of the delinquent taxpayer in 
an estate by the entirety. 


Section 6322, Period of lien 
This section, which provides that the lien arises at the time the 


assessment is made, conforms existing law to the change made in 
section 6203. 


Section 6323, Validity against mortgagees, pledgees, purchasers, and 
jqudgment creditors 

This section corresponds to section 3672 of the 1939 code. Sub- 
section (b) makes it clear that the notice of lien shall be valid, not- 
withstanding any law of the State or Territory regarding the form or 
content of a notice of lien, if the notice is in such form as would be 
valid if filed with the clerk of the United States district court pursuant 
to subsection (a) (2) of this section. The Treasury Department has 
consistently taken the position that section 3672 of the 1939 code and 
the corresponding provisions of prior law authorize the State or 
Territory only to designate the local office for the filing of the notice 
of the lien. Subsection (b) is designed to eliminate any question as to 
the validity of the lien as against mortgagees, pledgees, purchasers, 
and judgment creditors, where notice thereof is filed in the office 
designated by the law of the appropriate State or Territory, even 
though the notice does not comply with other requirements of the law 
of the State or Territory as to the form or content of the notice. For 
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example, the omission from the notice of lien of a description of the 
property subject to the lien would not affect the validity thereof, even 
though the law of the State or Territory requires that the notice of 
lien contain a description of the property subject to the lien. Sub- 
section (b) of this section is declaratory of the existing procedure and 
in accordance with the long-continued practice of the Treasury 
Department. 

Subsection (c) makes it clear that the protection of subsection (a) 
of this section is not extended to a mortgagee, pledgee, or purchaser 
who takes with notice or knowledge of the existence of the Federal 
lien; and that such protection is not extended to a judgment creditor 
who does not have a valid judgment obtained in a court of record and 
of competent jurisdiction or to a judgment creditor who does not have 
a lien which has been properly perfected under such a judgment. 
This subsection is not designed to extend the protection of subsection 
(a) of this section to categories of persons now denied protection by 
existing court decisions (under section 3672 (a) of the 1939 code) 
which determine who is a mortgagee, pledgee, purchaser, or judgment 
creditor by reference to the realities and the facts in a given case rather 
than to the technical form or terminology used to designate such per- 
son. Paragraph (1) of subsection (c) provides that the lien shall be 
valid, without the filing of notice thereof, as against any mortgagee, 
pledgee or purchaser, if such mortgagee, pledgee, or purchaser had 
notice or knowledge of the existence of the lien at the time the mort- 
gage, pledge, or purchase, was made. A dual requirement is set forth 
in paragraphs (2) and (3) of this subsection which a judgment creditor 
must meet to be entitled to the protection of the notice provisions 
of subsection (a) of this section. One requirement is that the judg- 
ment creditor must have actually obtained a valid judgment in a 
court of record and of competent jurisdiction for the recovery of 
specifically designated property or for a certain sum of money; 
and the other requirement is that the judgment creditor, in the 
case of a valid judgment for the recovery of a certain sum of money, 
must have a perfected lien under such judgment on the property as to 
which the claims of the contesting parties relate. Furthermore, sub- 
section (ec) makes clear that particular persons shall not be treated 
as judgment creditors because State or Federal law artificially provides 
or concedes such persons rights or privileges of judgment creditors, 
or even designates them as such, when they have not actually obtained 
a judgment in the conventional sense. 

Subsection (d) of this section is in all material respects the same as 
existing law. 

Subsection (e) of this section makes it clear that the Secretary 
may, after a notice of lien has been filed (and such notice discloses 
the amount of the outstanding liability as of the time of filing), 
disclose the extent to which the original obligation has been reduced 
by subsequent payments. This is necessary for the protection of 
persons dealing with property subject to the lien who have a legitimate 
interest in determining the amount of the outstanding obligation, as 
well as to aid reestablishment of the taxpayer’s credit. 


Section 6824. Special liens for estate and gift taxes 
With certain exceptions this section continues in effect the provisions 
of existing law with respect to personal liability cud the liens for 
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estate and gift taxes. Provisions of present law imposing personal 
liability for the taxes have been continued, except that a trustee of 
an employee’s trust which meets the requirements of section 501 (e) 
is relieved of personal liability for the estate tax. Present law regard- 
ing the divestment of the estate and gift tax liens has been broadened 
to include transfers of property to a bona fide mortgagee or pledgee 
for adequate and full consideration, including transfers by transferees 
of a transferee. In addition, existing law has been modified to provide 
that the estate or gift tax lien shall not be valid as against a purchaser, 
mortgagee, or pledgee of a security (as defined in section 6323 (c) (2)) 
for full and adequate consideration and without notice or know oa 
of the existence of such lien. 


Section 6325. Release of lien or partial discharge of property 
This section contains no material change from existing law. 


Section 6831, Levy and distraint 

This section continues in effect the provisions of existing law relating 
to distraint and levy (see secs. 3690 and 3692 of the present Internal 
Revenue Code). 

The section retains the rule of present law which permits seizure 
immediately after notice and demand in the case of jeopardy, and in 
cases not involving jeopardy permits seizure only after the expiration 
of the 10-day period following the issuance of notice and demand. 
However, existing law provides for immediate seizure only with respect 
to taxes other than income, estate, and gift taxes. The section changes 
present law with respect to jeopardy cases by permitting seizure 
immediately after notice and demand in the case of all taxes, including 
income, estate, and gift taxes. 

Existing law requires that levy proceedings must be carried on 
against personal property and then used against real property. Under 
this section real property may be levied upon without first proceeding 
against personal property. 

Section 6832. Surrender of property subject to levy 

Subsection (c) of this section defines the persons who are required 
to respond to a levy. Under this definition, when levy is made upon 
any amount owed to an employee of the United States, the District 
of Columbia, or any agency or instrumentality of either, such amount 
must be paid over to the Internal Revenue Service pursuant to the 
levy. The provisions as to levy on salaries of Government employees 
are the same as those segiteothe to any other delinquent taxpayer. 


Section 638383. Production of books 
This section contains no material change from existing law. 


Section 6334. Property exempt from levy 

This section is a modernization of existing law with respect to prop- 
erty exempt from levy. The first exemption covers wearing apparel 
and schoolbooks necessary for the taxpayer or for members of his 
household. No specific value limitation is imposed with respect to 
this item since the intent is to prevent seizing the ordinary clothing 
of the taxpayer or members of h his household. The section is not 
intended to exempt from seizure expensive furs and similar items which 
are luxuries and not necessities. The second exemption from levy is 


applicable only in the case of the head of a household, and applies to 
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only so much of the fuel, provisions, furniture, and personal effects in 
the household as does not exceed $500 in value. ‘The third item in 
the enumeration is for so many of ie books and tools necessary for the 
trade, business, or profession of the taxpayer as does not exceed in 
the aggregate $250 in value. 

This section provides that the officer making the seizure shall 
appraise and set aside to the owner the property declared exempt, and, 
if the taxpayer objects to such valuation at the time of the seizure, 
the officer making the levy shall summon three disinterested individ- 
uals to make the valuation. 

Subsection (c) of this section states that no property or rights to 
property, other than the properties specifically made exempt in this 
section, shall be exempt from levy by reason of any other law of the 
United States. Provisions of State law cannot grant an exemption 
from levy, and this subsection makes it clear that no other provision 
of Federal law shall exempt property from levy. This section is not 
intended to make any change with respect to the status of life insurance 
policies insofar es levy thereon is concerned, 

Section 6335. Sale of seized property 

This section differs from existing law in that it treats real and per- 
sonal property together and generally makes no distinction between 
the two. 

The time of sale has been fixed at not less than 10 days nor more 
than 40 days from the time of giving public notice of sale. Under 
existing law the rule is from 10 to 20 days after notice to the owner in 
the case of personal property, and 20 to 40 days in the case of real 
property. This section merges the two periods and makes the period 
run from the date of public notice rather than from the date of notice 
to the owner. 

Subsection (a) of this section continues the provision of existing 
law for the giving of notice of seizure to a person whose property is 
seized. A new provision added in this subsection permits the Secre- 
tary to mail a notice to the last known address of the delinquent person 
whenever he cannot be readily located or has no dwelling or place of 
business within the internal revenue district. 

Section (b) of this section provides for the giving of notice of sale 
to the owner. Under existmg law, this notice of sale is incorporated 
with the notice of seizure. Under this provision, notice of seizure 
and sale may be given simultaneously but the provision also permits 
the notice of sale to be given at a later time. This change is intended 
to permit a person to get notice of seizure more promptly than would 
be possible if the Secretary had to wait until he determined the exact 
date, place and conditions of sale. 

In the case of the notice of sale, the section further changes existing 
law (which requires notice only of the time and place of sale) to 
further provide that the notice must state the manner and condition 
of the sale. 

Existing law requires that the place of sale must be not more than 
5 miles distant from the place of making the distraint, or from the 
seized property in the case of real estate. In the case of real estate, 
however, the 8 5-mile rule may be ignored by special order of the Com- 
missioner, This section changes existing law by providing that the 
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sale must take place within the county in which the property was 
seized, except by special order of the Secretary. 

A further change from existing law is contained in subsection (e), 
relating to the manner and conditions of the sale. In this subsection 
will be found provisions relating to the minimum price at which the 
sale shall be made, which provisions correspond to those of existing 
law. ‘The first change i in existing law is a provision that the Secretary 
or his delegate shall by regulations prescribe the manner and other 
conditions of the sale of properties. ‘This provision is designed to give 
the Internal Revenue Service latitude to provide modern rules for 
selling property in the best manner possible. The subsection states 
that the regulations shall provide that the sale shall not be conducted 
in any manner other than by public auction or by public sale under 
sealed bids. Existing law requires all such sales to be conducted by 
public auction. The subsection also permits the regulations to pro- 
vide for selling the property item by item, in groups, in the aggregate, 
or by both separate sale and aggregate sale, with whichever sale pro- 
duces the higher amount being the final one. 

The second change in existing law made by subsection (e) is the 
provision which permits the regulations to provide that the announce- 
ment of the minimum price may be deferred until the receipt of the 
highest bid. The intent of such a provision is to prevent announce- 
ment of the minimum price from depressing the amount of the bid. 
The subsection also specifically refers to authority by regulations to 
use other methods for advertising the sale in addition to those re- 
quired in the giving of public notice (for example, in trade journals 
in the case of special machinery). 

Subsection (e) of this section makes a further change in existing law 
by providing that the sale may be made for a partial down payment 
and a subsequent payment of the balance of the amount bid. Under 
existing law the entire amount of the highest bid must be paid at the 
time of sale. Since a higher bid might be obtained if the purchaser 
were permitted a reasonab‘e time to raise the balance of the bid (in 
cases where he makes a reasonable down payment), the section gives 
the Secretary authority to provide for such cases by regulations. 
Under this provision payment of the balance may be deferred for a 
period not to exceed 1 month. Furthermore, if the balance of the 
amount bid is not paid within the period allowed, the Secretary may 
either proceed to sell the property again (and in such case the part 
payment shall be forfeited and the second purchaser shall take free 
and clear of all claim of the defaulting purchaser), or the Secretary may 
at his election bring suit against the purchaser for the unpaid balance 
with interest at 6 percent. 


Section 6336, Sale of perishable goods ' 

This section is new. Existing law contains provisions to cover the 
sale of forfeited perishable property. The principles of those provi- 
sions have been adopted in this section relating to the sale of perishable 
goods seized by levy. In addition to peris rishable goods, the section 


also covers property which cannot be kept without great expense. 
This section provides that the taxpayer shall be given an immediate 
opportunity to pay the appraised value of the property or give satis- 
factory bond for such payment, and in such case the property will be 
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returned to him. If he fails to pay such amount or give bond, the 
Secretary may as soon as practicable make public sale of the property 
in accordance with regulations. In case a bond is given, the section 
specifically permits payments secured by the bond to be made at such 
time as the Secretary determines to be appropriate under the circum- 
stances. This provision will permit the collection officials to take 
into account normal commercial practices for the disposal of such 
property. 
Section 6837. Redemption of property 

This section contains no material change from existing law. 
Section 6338. Certificate of sale; deed of real property 

Existing law requires that a certificate of sale be given to the United 
States in cases in which the property is purchased at a minimum price 
for the account of the United States. This section eliminates this 
provision as being obsolete under modern practice. However, the 
provision for giving deed for real property purchased at the minimum 
price by the United States is retained, since the recording of such 
deed in the local registry is necessary to keep local property titles in 
order. 


Section 6339. Legal effect of certificate of sale of personal property and 
deed of real property 
This section changes existing law by the addition of a new provision 
with respect to the recording of the transfer of title of motor vehicles 
sold after seizure for taxes. These provisions correspond to those now 
in the law authorizing the transfer of corporate stocks. The new 
provision states that any public official charged with registration of 


title to motor vehicles shall make the transfer in his records upon 
receiving notice of the certificate of sale in the same manner as if the 
certificate of title to the motor vehicle were transferred or assigned 
by the party holding it. This new provision will keep the public 
records of title to motor vehicles in proper order. 


Section 6840. Records of sale 
This section contains no material change from existing law. 


Section 6341. Exy ense of levy and sale 

This section contains no material changes from existing law. 
Section 6842. Application of proceeds of levy 

This section continues in effect the existing law which requires the 
proceeds of the sale to be applied against the expenses of the levy and 
sale, against any specific Federal tax liability on the seized property, 
and against the liability of the delinquent taxpayer, and for any sur- 
plus proceeds to be paid over to the person or persons entitled thereto. 


Section 6843. Authority to release levy 

This section permits a levy to be lifted, or seized property to be 
returned, if the Secretary determines that such action will facilitate 
the collection of the tax liability; for example, where the taxpayer 
makes a proper agreement with the collecting authorities whereby he 
undertakes to pay the liability in installments. 
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CHAPTER 65—ABATEMEN'S, CREDITS, AND REFUNDS 


Section 6401. Amounts treated as overpayments 
This section makes no material change from existing law, 


Section 6402. Authority to make credits or refunds 

This section changes existing law so as to permit expressly the 
crediting of interest on an overpayment against any outstanding 
liability “for any tax. 
Section 6403. Overpayment of installment 

This section extends to any tax payable in installments the pro- 
visions of existing law applicable to the income tax. 
Section 6404. Abatements 

A change from existing law is contained in subsection (c) of this 
section. It provides that the Secretary may (but is not required to) 
abate the unpaid portion of the assessment of any tax or any liability 
in respect thereof, if it is determined that the administration and 
collection cost involved would not warrant collection of the amount 
due. This section recognizes the practice of a number of years adopted 
under the general administrative authority of the Department. 
Section 6405. Reports of refunds and credits 

This section makes no material change from existing law, except 
that the section will apply to refunds and credits in excess of $100,000 
Under existing law it is applicable only to refunds and credits in excess 
of $200,000. 
Section 6406. Prohibition of administrative review of decisions 

This section contains no material change from existing law. 
Section 6407. Date of allowance of refund or credit 

This section contains no material change from existing law. 
Section 6411, Tentative carryback adjustments 


This section contains no material change from existing law, except 
that the decrease in tax may under this section be applied against any 
tax due from the taxpayer, Existing law permits the application only 
against income taxes, 


Section 6412. Floor stocks refunds 
This section contains no material change from existing law. 


Section 6413, Special rules applicable to certain employment taxes 

This section makes two changes from existing law. The first change 
conforms the provisions relating to the adjustment of railroad retire- 
ment taxes to the adjustment provisions of the Federal Insurance 
Contributions Act. The second change will treat special refunds of 
employee tax under the Federal Insurance Contributions Act in the 
same manner as an overpayment of tax. 


Section 6414. Income tax withheld 
This section contains no material change from existing law. 


Section 6415. Credits or refunds to persons who collected certain taxes 


Existing law expressly provides in the case of taxes on transporta- 
tion and safe-deposit boxes that credit or refund is made only upon 
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showing that the taxpayer has not passed on the tax. This section 
makes it clear that this rule applies to taxes on admissions and club 
dues. 

Section 6416. Certain taxes on sales and services 

Subsection (a) of this section extends to the cabaret tax the rule 
that credit or refund will be made only if there is a showing that the 
tax has not been passed on. 

Subsection (b) of this section makes several changes in existing law, 
First, the provisions of existing law, treating certain cases in which 
payments are considered overpayments by reason of a price adjust- 
ment between the seller and the purchaser, have been extended to the 
tax on diesel fuel and the tax on pistols and revolvers. However, 
under this section credit or refund shall be made without interest in 
any case where the overpayment is caused by price readjustment. 
This is the rule of existing law with respect to manufacturers’ excise 
taxes. Existing law contains a similar provision prohibiting interest 
in respect of manufacturers’ excise taxes and the tax on diesel fuel 
where the article is sold for certain specified uses or resale. This 
section extends this provision to retailers’ excise taxes. 

Section 6417. Coconut and palm oil 

This section contains no material change from existing lew. 
Section 6418. Sugar 

This section contains no material change from existing law. 
Section 6419. Excise tar on wagering 

This section contains no material change from existing law. 


CuHarTerR 66—LimiTATIONS 


Section 6501. Limitations on assessment and collection 

This section changes the existing law in several respects in order 
to achieve as much uniformity as possible with respect to all taxes. 

Subsection (a) provides a 3-year rule for the assessment of taxes, 
commencing with the date the return was filed or, in the case of stamp 
taxes, with the date the taxes become due. The period for proceeding 
in court without assessment is the same period. This rule is existing 
law only with respect to income, estate, gift, social-security taxes, 
and income tax withholding on wages. 

Subsection (b) of this section extends the existing income-tax rule 
that an early return may be deemed filed on the due date for statute 
of limitations purposes. The provisions of this subsection extend this 
rule to all taxes for which returns are required. This subsection also 
changes existing law in that the execution of a return by the Internal 
Revenue Service will not constitute the making of a return for the 
purpose of starting the running of the statute of limitations on 
assessment. 

Paragraph (2) of subsection (c) provides that there shall be no 
limitation on assessment or proceeding in court in the case of a willful 
attempt in any manner to defeat or evade tax. This rule which is 
existing law as to all taxes other than income, estate, and gift taxes has 
been extended to the latter taxes. 

Paragraph (4) of subsection (c) contains the existing provision of 
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the income-tax law permitting an extension of time for assessment by 
written agreement between the taxpayer and the Internal Revenue 
Service, and extends this rule to all taxes. 

Subsection (d) of this section provides an 18-month period of lim- 
itation where there is a request for prompt assessment by an executor 
or other fiduciary representing the estate of a decedent or a corpora- 
tion in liquidation. Under existing law this rule is applicable only to 
the income taxes of the decedent, the estate, or the corporation. This 
subsection extends the rule to all taxes payable by return other than 
the estate tax. The subsection includes a new provision which requires 
the written request for prompt assessment to be filed in such manner 
and such form as may be prescribed by regulations. 

Several changes from existing law have been made in subsection (e) 
of this section. In paragraph (1), which relates to income tax, the 
existing 5-year rule in the case of an omission of 25 percent of gross 
income has been extended to 6 years. The term gross income as used 
in this paragraph has been redefined to mean the total receipts from 
the sale of goods or services prior to diminution by the cost of such 
sales or services. A further change from existing law is the provision 
which states that any amount as to which adequate information is 
ziven on the return will not be taken into account in determining 
whether there has been an omission of 25 percent. 

Paragraph (2) of subsection (e) applies to estate and gift taxes a 
rule, corresponding to the income-tax rule, for an extended period of 
limitation where, in the return, there is a 25 percent omission from 
the amount of the gross estate or from the amount of the taxable gifts 
made during the year. This paragraph also includes provisions to 
the effect that any amount as to which adequate information is given 
on the return shall not be taken into account in determining the 25 
percent omission. 

The provision in existing law for a 7-year period of limitation where 
a taxpayer fails to include in gross income his distributive share of the 
income of a foreign personal holding company has been changed to 
6 years. 

Subsection (f) of this section provides that the personal holding 
company tax may be assessed or a proceeding in court for the collection 
of such tax may be begun without assessment at any time within 6 
years after the return was filed, in cases where a personal holding 
company fails to file with its income tax return for such year a schedule 
setting forth certain information as to items of gross income received 
or the names and addresses of individuals who own more than 50 
percent in value of the outstanding capital stock of the corporation. 

Subsection (g) of this section represents a change designed to achieve 
in better fashion the purpose of section 275 (g) of existing law. That 
section provides a 4-year period of limitation where taxable corpora- 
tions make no return, but the shareholders include in their income 
their distributive share of the net income of the corporation. Sub- 
section (g) provides that if a trust or partnership return is filed in good 
faith by an association taxable as a corporation, such return shall be 
deemed the return of the corporation for purposes of measuring the 
running of the period of limitation. 


Section 6502. Collection after assessment 


This section makes one material change from existing law by pro- 
viding that an agreement extending the period for collection may be 








ao 


ee a ae ee ae ae Se >=. A&A Poe 2 ec 


el ee ae ee ee 





INTERNAL REVENUE CODE OF 1954 A415 


made after the 6-year period has expired if there is a release of levy 
under section 6343 and if made before such release. See the discus- 
sion of section 6343. 


Section 6503. Suspension of running of period of limitation 

Two changes from existing law are made in subsections (b) and (c) 
of this section. Subsection (b) provides that the period of limitation 
on collection after assessment shall be suspended for the period that 
the assets of the taxpayer are in the control or custody of the court 
in any proceeding before any court of the United States, or any State, 
and for 6 months thereafter. Existing income-tax law provides that 
in the case of bankruptcy or receivership, any portion of the claim 
allowed may be collected within 6 years after the termination of the 
proceedings. ‘This subsection provides a uniform rule applicable to 
all taxes. 

Subsection (c) of this section is a new prov:sion which states that 
the period of limitations on collection after assessment shall be 
suspended for the period collection is hindered or delayed because 
property of the taxpayer is situated or held outside of the United 
States, or is removed from the United States. The total suspension 
of time under this provision shall not in the aggregate exceed 6 years. 


Section 6511. Limitations on credit or refund 


Subsection (a) of this section extends to all taxes in respect of 
which a taxpayer is required to file a return the provisions of existing 
law with respect to the period of limitations for credit or refund of 
income taxes. ‘This period is 3 years from the time the return is filed, 
or 2 years from the t me the tax is paid, whichever of such periods 
expires the later, and in cases in which no return is filed the period is 
2 years. In the case of stamp taxes, subsection (a) provides a period 
of 3 years from the time the tax was paid. These provisions are 
consistent with the new uniform rule in section 6501, relating to the 
period of limitation on assessments. Existing law, except in the case 
of income, estate, gifts, and certain employment taxes, provides a 
4-year period. 

Subsection (c) of this section extends to all taxes the rule, now 
applicable to the income tax, that the period of limitation for credit 
or refund shall not expire prior to the end of 6 months after any ex- 
tension of the period for assessment agreed upon between the tax- 
payer and the Internal Revenue Service. The provision authorizing 
such extensions of the period for assessment has been made applicable 
to all taxes (existing law applies only to the income tax), and this 
subsection extends the corresponding rule on refunds to the same 
taxes. 

Paragraph (3) of subsection (d) provides a special 10-year period 
of limitation with respect to refunds resulting from foreign taxes paid 
or accrued, which may be claimed as a credit against the tax imposed 
by chapter 1 in accordance with the provisions of section 901 or the 
provisions of any treaty to which the United States is a party. 

Subsection (e) corresponds to existing law except for the 2-year 
period in paragraph (1), which period is 1 year under existing law. 


Section 6512. Limitations in case of petition to Tax Court 
This section makes no material changes from existing law. 
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Section 6513, Time return deemed filed and tax considered paid 

Subsection (a) of this section extends to all other taxes, in respect 
of which the taxpayer is required to file a return, the existing income- 
tax rule as to early returns and advance payment. Under this rule 
an early tax return or an advance payment of tax is deemed made, 
for the purpose of starting the period of limitation for credit or refund, 
on the due date of the return or the payment. 

Subsection (b), relating to the credit for withheld income tax on 
wages, corresponds to existing law except that the presumptive date 
of payment has been changed to conform to the new filing date for 
individual income-tax returns, that is, April 15 in the case of calendar- 
year returns. Subsection (c), relating to presumptive dates in the 
case of returns and payments of social-security taxes and income-tax 
withholding, contains a similar change to conform to the new filing 
date. 

Subsection (d) of this section clarifies the rule applicable in a case 
in which an overpayment of income tax is claimed on the return as a 
credit against estimated tax for the next year. In many cases the tax- 
payer fails to reflect on the estimated tax return the amount so claimed. 
This subsection provides that, in such a case, the amount of the over- 
payment for the first year shall be treated as a payment for the second 
year, that is, the year for which the estimated tax is paid, and the 
applicable period of limitations shall be determined with respect to 
the second year. 


Section 6514. Credits or refunds after period of limitation 
This section contains no material change from existing law. 
£ £ 


Section 6521. Mitigation of effect of limitation in case of related taxes 
under different chapters 

This section contains no material change from existing law. 
Section 6581. Periods of limitation on criminal prosecutions 

This section changes existing law by providing that the 6-year 
period of limitation shall apply to the offenses of (1) willfully failing 
to pay the tax or make any tax return at the time or times required 
by law or regulations; (2) offenses described in sections 7206 (1) and 
7207, relating to false statements and fraudulent documents; (3) 
offense described in section 7212 (a), relating to intimidation of officers 
and employees of the United States; and (4) offenses described in 
section 7214 (a) committed by officers and employees of the United 
States. 

This section also changes existing law by providing that the period 
of limitation shall be suspended during the period the taxpayer is 
outside the United States. This provision plies where the taxpayer 
is outside the United States as distibeciabed troz the case where the 
taxpayer is outside the jurisdiction of the United States. Furthermore, 
the running of the period of limitations is suspended in any case where 
the taxpayer is a fugitive from justice. This section also provides 
that for purposes of the period of limitations on criminal prosecutions 
the rules of section 6513 shall be applicable. 

This section further provides that if a complaint is instituted before 
a commissioner of the United States, within the prescribed period of 
limitations, the period of limitations shall not expire prior to the date 
which is 9 months after the date of the making of the complaint. 
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Under existing law, the extension of time is until the discharge of the 
grand jury at its next session within the district. 


Section 6532. Periods of limitation on suits 


This section provides that the 2-year period of limitation for filing 
suit may be extended in any case for such period as may be agreed 
upon in writing between the taxpayer and the Secretary. Existing 
law permits the period to be extended only to the date of final decision 
in one or more named cases then pending before the Tax Court or the 
courts. 

This section contains a new provision which states that if the 
taxpayer files a written waiver of the requirement that he be sent a 
notice of disallowance of his claim for refund, then the 2-year period 
for filing suit for such refund begins to run on the date such waiver 
is filed. 

CHAPTER 67—INTEREST 


Section 6601. Interest on underpayment, nonpayment, or extensions of 
time for payment, of tax 

Subsection (a) of this section provides a general rule that interest 
at the rate of 6 percent shall run from the due date to the date paid 
in the case of any amount of tax which is not paid on the due date. 
The only exception to this general rule is contained in subsection (b), 
which subsection retains the provisions of existing law with respect to 
the 4-percent rate charged in the case of the estate tax where an ex- 
tension is granted because payment would result in undue hardship 
or where postponement of payment is permitted in the case of the tax 
attributable to the value of reversionary or remainder interests in 
property. 

Under this section, the due date is determined without regard to 
any extension of time, and interest will be collected during the period 
of the extension, and for any further period during which the tax re- 
mains unpaid. ‘This is true under existing law, except that on the 
date the extension ends the interest charged for the period of the ex- 
tension begins to bear interest. Under the provisions of this section, 
there is no interest on interest. Under existing law, in the case of 
deficiencies in income, estate or gift taxes, interest runs from the date 
prescribed for payment of the tax to the date of assessment of the 
deficiency and then interest on the amount assessed runs from the 
date of assessment. 

In the case of stamp taxes which are not paid, there is no interest 
under existing law until the tax is assessed. Under the provisions of 
this section, interest will run from the date the liability for the tax 
arises, 

This section also provides several rules for determining the last 
date prescribed for payment in addition to the rules noted above. 
One rule is that in the case of installment payments, interest on any 
portion of the tax not shown on the return will run from the due date 
of the first installment. In the case of any unpaid installment of tax 
shown on the return, interest shall run from the installment date. If 
notice and demand for subsequent installments is issued under section 
6152 (d), interest on such subsequent installment runs from the date of 
notice and demand. Another rule is designed to cover those cases 
where, by reason of jeopardy, payment is demanded before the due 
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date otherwise prescribed. In such cases, interest will not begin to 
run prior to the due date otherwise prescribed, since the jeopardy 
procedure is merely designed to obtain advance payment of the tax. 
One exception to these general rules is a continuation (with a minor 
variation) of the provision of existing law that, where a waiver of the 
restrictions on assessment (Form 870) is filed, interest is not imposed 
on income, estate, and gift tax deficiencies during the period beginning 
30 days after filing of the waiver and ending with the date of notice 
and demand (instead of the date of assessment as under existing law). 
Another exception to the general rule makes a minor modification of 
the effect of the Seeley Tube & Box Co. decision (338 U. S. 561). 
Under this section, interest on a deficiency which is eliminated by a 
earryback will run from the original due date of the tax to which the 
deficiency relates to the end of the taxable year in which the net 
operating loss arises. (A corresponding change has been made in the 
provisions for interest on refunds caused by carrybacks.) The 6 per- 
cent interest provisions of this section supersede the provision in 
section 3779 of existing law for 3 percent interest in the case of exten- 
sions of time to certain corporations expecting carrybacks. 
Section 6602. Interest on erroneous refund recoverable by suit 
This section contains no material change from existing law. 
Section 6611. Interest on overpayments 
This section provides that in determining the date of the over- 
payment in order to compute interest on the overpayment, the same 
rules as to presumptive dates of payment shall be applied as are 
applied for the purpose of measuring the period of limitations on 
refund or credit. Subsection (e) of this section provides that if any 
overpayment of tax imposed by subtitle A (income taxes) is refunded 
within 45 days after the last date prescribed for filing the return of 
such tax (determined without regard to any extension of time for 
filing the return), no interest shall be allowed on such overpayment. 
Existing law denies interest on an overpayment caused by a earry- 
back for any period prior to the filing of a claim for credit or refund 
of such amount (or filing a petition with the Tax Court with respect 
to such amount). Under this section, interest is denied only for the 
period prior to the close of the taxable year in which the net operating 
loss arises. This is consistent with the rule for interest on underpay- 
ments (see the discussion of sec. 6601). 


CHAPTER 68—-ApDITIONS TO THE Tax, ADDITIONAL AMOUN'S, 
AND ASSESSABLE PENALTIES 


Section 6651, Failure to file tax return 

Subsection (a) of this section provides a uniform general rule as to 
the additions to tax for failure to file a tax return. This rule, which 
corresponds to the present rule for income taxes, is applicable to all 
taxes in respect of which a taxpayer is required to fileareturn. Under 
this rule, a taxpayer may avoid the addition to the tax for delinquent 
filing by showing that the delinquency was due to reasonable cause 
regardless of whether a return is ever filed by him. This is existing 
law with respect to income taxes. However, with respect to many 
other taxes imposed by the present code, existing law requires that a 
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return be filed by the taxpayer before consideration is given as to 
whether or not there was reasonable cause for his failure to file. 

Subsection (b) of this section provides that the addition to the tax 
will be computed on the net amount due on the return rather than on 
the gross amount of tax required to be shown on the return. This 
provision is important in the case of the income tax where a large part 
of the amount of the tax shown on the return may have been prepaid 
through declaration of estimated tax or through income tax with- 
holding on wages. 


Section 6652, Failure to file certain information returns 

This section provides that there shall be paid $1 for each required 
statement of information (such as each Form 1099 required to be 
filed, or each copy of Form W-2 required to be attached to Form 941 
for the last quarter of the year) which is not filed, but the total amount 
to be paid for any one calendar year in the case of any one person 
shall not exceed $1,000. 
Section 6658. Failure to pay tax 

For all taxes for which returns are required, this section prescribes 
additions to the tax, corresponding to those of existing law relating 
to the income tax, for underpayments of tax resulting from negligence 
(5 percent of the underpayment) or fraud (50 percent of the under- 
payment). Existing law imposes a 50 percent addition in the case of 
fraud applicable to all taxes but, in the case of taxes other than income, 
estate, and gift, that addition is based on the total amount of tax 
imposed. Another change provided in this section is the substitution, 
for the penalty provided in existing law of an amount equal to the 
amount of any stamp tax evaded or not paid, of an addition to the 
tax of 50 percent of the total amount of the underpayment of such tax, 


Section 6654. Failure by individuals to pay estimated income tax 


This section is a new provision which supersedes the penalties 
provided by section 294 (d) of existing law. See the explanation of 
section 6015. 


Section 6655. Failure by corporation to pay estimated income tax 


This section is a new provision and its application is discusse:| in 
the explanation of section 6016. 


Section 6656. Failure to make deposit of taxes 


This section imposes a penalty for the failure, without reasonable 
cause, to comply with the depositary receipt system. Depositary 
receipts are an important part of the collection procedures with respect 
to certain employment and excise taxes. The penalty provided by 
this section is 1 percent of the amount of the underpayment of the 
deposit for each month or part of a month during which the under- 
payment continues, but not to exceed 6 percent in the aggregate. The 
penalty will not be imposed for any period after the due date of the 
return with respect to which the deposit is required to be made. 
Under a system of quarterly returns with monthly deposits the maxi- 
mum penalty will not exceed 3 percent, but under an annual return 
system with monthly deposits the penalty could reach 6 percent in 
some cases. 
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Section 6657. Bad checks 

This section is a new provision which provides a specific penalty for 
giving the Internal Revenue Service a bad check in payment of any 
amount receivable under this title. The penalty will apply to checks 
which may be accepted in payment of taxes under existing law and 
also to personal checks which may be accepted in payment for stamps 
under the changes in the law made by this bill. The penalty does not 
apply if the person tendered the check in good faith and with reason- 
able cause to believe that it would be paid upon presentment. 


Section 6658. Addition to tax in case of jeopardy 

This section contains no material changes from existing law. 
Section 6659. Applicable rules 

This section provides that the additions to the tax, additional 
amounts, and penalties provided by chapter 68 shall be assessed, 
collected, and paid in the same manner as taxes, except where other- 
wise specifically provided in another section of this title. This con- 
forms to the rules under existing law. By virtue of this section, it is 
unnecessary in other parts of the title to specifically refer to these 
additions to the tax when providing rules as to collection, assessment, 
ete., of taxes. This section also makes clear that the procedures for 
the assessment of deficiencies in income, estate, and gift taxes (includ- 
ing 90-day letters and appeal to the Tax Court) also apply to additions 
to those taxes, 


Section 6671. Rules for application of assessable penalties 
This section contains no material changes from existing law. 


Section 6672, Failure to collect and pay over tax, or attempt to evade or 
defeat tax 
This section is similar to certain sections of existing law which 
prescribe a penalty equal to the total amount of the tax evaded, not 
collected, or not accounted for and paid over, in the case of willful 
failure to collect, or to truthfully account for and pay over, any tax 
imposed by this title, or willful attempt in any manner to evade or 
defeat such tax. However, the application of this penalty is limited 
only to the collected or withheld taxes which are imposed on some 
person other than the person who is required to collect, account for 
and pay over, the tax. Under existing law this penalty is not appli- 
cable in any case in which the additions to the tax in the case of 
delinquency or fraud are applicable. Under this section the addi- 
tions to the tax provided by section 6653, relating to negligence or 
fraud, shall not be applied for any offense to which this section is 
applicable. 
Section 6673. Damages assessable for instituting proceedings before the 
Tax Court merely for delay 


This section contains no material changes from existing law. 
Section 6674. Fraudulent statement or failure to furnish statement to 
employee 
This section contains no material changes from existing law. 
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CHAPTER 69—GENERAL Provisions RELATING TO STAMPS 


Section 6801, Authority for establishment, alteration, and distribution 

This section contains no material change from existing law. 
Section 6802. Supply and distribution 

This section contains no material change from existing law. 
Section 6803. Accounting and safeguarding 

This section contains no material change from existing law. 
Section 6804. Attachment and cancellation 

This section contains no material change from existing law. 
Section 6805. Redemption of stamps 

Under existing law, the period of limitation for redemption of stamps 
is 4 years. This section changes this period to 3 years. Asso changed, 
this period corresponds to the period of limitation provided for refund 
of overpayments. 
Section 6806. Posting occupational tax stamps 

Under existing law, the stamps denoting payment of the tax on 
coin-operated amusement and gaming devices are required to be posted 
in the operator’s place of business. This section gives the Secretary 
authority to require by regulations that the stamp be posted on each 
such amusement or gaming device in such a manner that it will be 
visible to any person operating the device. 
Section 6807. Stamping, marking, and branding seized goods 

This section contains no material change from existing law. 


CuHapTeR 70—JropaArRDY, BANKRUPTCY, AND RECEIVERSHIPS 


Section 6851. Termination of taxable year 

This section, except subsection (b), makes no material change from 
existing law. Subsection (b) is a new provision which permits the 
taxable year, once closed by the Secretary, to be reopened. Subsection 
(b) will apply, for example, in the case of an alien who departs from 
and returns to the United States within the 12-month period which 
would otherwise be his taxable year. Under existing law, such a tax- 
payer would have more than 1 taxable year in the same 12-mor.th 
period. This section provides that the taxable year shall be reopened 
if the taxpayer files a true and accurate return of his items of gross 
income, deductions, and credits, together with such other information 
as may be required by regulations. 


Section 6861, Jeopardy assessment of income, estate, and gift taxes 
This section contains no material change from existing law. 


Section 6862. Jeopardy assessment of taxes other than income, estate, 
and gift taxes 


This section contains no material change from existing law. 


Section 6863. Stay of collection of jeopardy assessments 
This section contains no material change from existing law, 
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Section 6871. Claims for income, estate, and gift taxes in bankruptcy 
and receivership proceedings 

Sections 274 and 1015, relating to income and gift taxes, provide that 
in the case of bankruptcy and receivership proceedings the unpaid 
taxes shall be immediately assessed, and provide that claim therefor 
may be presented for adjudication in the proceeding. This section 
makes a more modern reference to the bankruptcy and receivership 
proceedings to which these rules are applicable, and extends these 
provisions to cover estate taxes. 
Section 6872. Suspension of period on assessment 

This section, which corresponds to section 274 (a) of the existing 
income tax law, provides for the suspension of the period of limitations 
on assessment of any unpaid tax during any proceeding under the 
Bankruptcy Act or other court proceeding where the fiduciary or 
receiver is required to give notice to the Internal Revenue Service of 
his appointment. As under section 274, the suspension is for the 
period from the date of the institution of the proceeding to a date 30 
days after the receipt of the notice by the Secretary but the suspension 
may not exceed 2 yeats. 
Section 6873. Unpaid claims 

This section, which corresponds to sections 274 and 1015 of existing 
law, relating to the income and gift taxes, requires any unpaid portion 
of a claim for any tax allowed in the receivership or Bankruptcy Act 
proceeding to be paid on notice and demand. It conforms to section 
6872, discussed above. For the period of limitations applicable to 
such claim, see section 6503 (b). 


Cuarrer 71—TRANSFEREES AND FIDUCIARIES 


Section 6901. Transferred assets 

This section corresponds to existing law in the case of income, 
estate, and gift taxes. This section also permits the assessment of 
the liability of a transferee for taxes other than income, estate and gift 
taxes if the transferee liability arises from the liquidation of a partner- 
ship, or upon the liquidation, merger, consolidation, or any transaction 
described in section 359 (b), (c), or (d), of a corporation. 

With respect to the period of limitation on assessment of transferee 
liability, existing provisions of the income-tax law have been made 
applicable to estate and gift taxes and to the new cases in which 
transferee liability may be assessed for other taxes. The period of 
limitation in the existing estate and gift tax law differs from the 
income tax law in the case of a transferee of a transferee. Under this 
section, as under existing income tax law, the assessment must be made 
within 1 year after the expiration of the period of limitation for 
assessment against the preceding transferee but not more than 3 
years after the expiration of the period of limitation for assessment 
against the initial transferor. This is subject to an exception in the 
case of a court proceeding against the initial transferor or the last 
preceding transferee; the period of limitation in such case expires 1 
year after the return of execution in the court proceeding. 

As under existing law, this section provides that a transferee may 
agree to extend the period of limitation for assessment. In such cases, 
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this section provides that the period for filing claim for credit or 
refund is extended for the period of the agreement and 6 months there- 
after, as in the case of a taxpayer who executes an agreement under 
section 6511 (c). These provisions, which extend the period for filing 
claim for credit or refund in case of such an agreement, are also made 
applicable to any such agreement by a transferee. 

In the case of such an agreement, section 6511 (c) limits the amount 
of any credit or refund to the amount of tax paid within a period of 
time specified in such section. 

Subsection (d) (2) of this section relating to the amount of the 
credit or refund provides that the period within which amounts paid 
may be credited or refunded shall be increased in any case where the 
transferee agrees to extend the time for assessment, and such agree- 
ment is made after the period for assessment against the taxpayer has 
expired. In such case, the period prescribed in section 6511 (b) (2) is 
increased by the period which elapsed between the date of expiration of 
the period for assessment against the taxpayer and the date of the 
agreement. 


Section 6902. Provisions of special application to transferees 
This section contains no material change from existing law. 


Section 6908. Notice of fiduciary relationship 

This section imposes a duty upon the fiduciary to act for the tax- 
payer whom he represents or for the estate for which he is responsible. 
Under existing law, the fiduciary is responsible tax-wise for such per- 
sons in the case of income, estate, and gift taxes. This section extends 
this rule to all taxes. 


CuHaprer 72—LIcENSING AND REGISTRATION 


Section 7001, Collection of foreign items 
This section contains no material change from existing law. 


Section 7011. Registration—Persons paying a special tax 
This section contains no material change from existing law. 
> SD 


CHAPTER 73—BonpDs 


Section 7101. Form of bonds 


This section contains no material change from existing law. It 
merely incorporates, in one place, a rule corresponding to the rules 
usually provided in existing law in each section which refers to a se- 
curity or bond. 


Section 7102, Single bond in lieu of multiple bonds 

This section provides a general rule (which supersedes existing 
section 3676) to the effect that wherever two or more bonds are re- 
quired, the Secretary may accept one bond instead of the several bonds 
otherwise required. Existing code section 3676 permits a single bond 
in place of 2 bonds where there is an extension of time to pay a 
deficiency and also a release of a lien. 
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CHAPTER 74—CLOsING AGREEMENTS AND COMPROMISEs 


Section 7121, Closing agreements 

This section contains no material change from existing law. 
Section 7122. Compromises 

This section makes no material change from section 3761 of the 1939 
code, except that no legal opinion is required with respect to the 
compromise by the Secretary or his delegate of a civil case in which 
the unpaid amount of tax assessed (plus any interest, additional 
amount, addition to the tax, or assessable penalty) is less than $500, 


Cuaprer 75—Crimes, OTHER OFFENSES, AND FORFEITURES 


Section 7201, Attempt to evade or defeat tax 


This section makes it a felony punishable by fine of not more than 
$10,000, or imprisonment of not more than 5 years, or both, to attempt 
in any manner to evade or defeat any tax imposed by this title or the 
payment thereof. This section corresponds to numerous sections in 
existing law covering this offense. 

Under existing law, it is a misdemeanor (with maximum punishment 
of $10,000 fine and 1 year imprisonment) willfully to fail to make a 
return at the time required by law or regulations. While this rule 
is continued in section 7203 as to returns other than tax returns, 
this section differs from existing law in making this offense in the 
‘ase of tax returns (that is, any return required under authority of 
pt. IL of subch. A of ch. 61) punishable to the same extent as an 
attempt to defeat or evade the tax. However, this section does 
not apply to the willful failure to make a declaration of estimated 
tax required under authority of section 6015 or 6016, and no criminal 
penalty is imposed by this title for the willful failure to make such 
a declaration. 

Section 7202. Willful failure to collect or pay over tax 

This section provides that, in the case of any tax imposed by 
this title which any person must collect and pay over to the United 
States, it is a felony punishable by a fine of not more than $10,000, 
or imprisonment for not more than 5 years, or both, willfully to fail 
to collect or truthfully account for and pay over such tax. This 
provision corresponds to numerous sections of existing law which 
cover this offense. 

Section 7203. Willful failure to file a return, supply information, or pay 
tax 

This section provides that it is a misdemeanor, punishable by a fine 
of not more than $10,000, or imprisonment for not more than 1 year, 
or both, to willfully fail to pay any tax (including any estimated 
tax referred to sec. 6153 or 6154), make any return, keep any records, 
or supply any information at the time or times required by law or 
regulations. It corresponds to numerous sections of existing law, in- 
cluding those applicable to the income, estate, gift, and excise taxes. 
However, the section differs from existing law in that it does not apply 
to tax returns required under part II of subchapter A of chapter 61. 
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See discussion in the explanation of section 7201, which section is 
applicable to tax returns, 
Section 7204. Fraudulent statement or failure to make statement to em- 
ployees 
This section contains no material change from existing law. 


Section 7205. Fraudulent withholding exemption certificate or failure to 
supply information 
This section contains no material change from existing law. 


Section 7206. Fraud and false statements 


This section collects in one place and makes generally applicable to 
taxes imposed by this title the various penal provisions in existing 
law relating to fraud and false statements. This section provides that 
the offenses described therein are felonies to be punished by a fine of not 
more than $10,000, or not more than 5 years imprisonment, or both. 

The first offense described is that of making a false declaration 
under penalty of perjury. This offense corresponds to the offense 
described in section 3809 (a) of the 1939 code. ‘The penalty provided 
by section 3809 (a) is a fine of not more than $2,000, or not more than 
5 years imprisonment, or both. 

‘The second offense described in this section relates to willfully 
aiding or assisting in the preparation or presentation of any return, 
affidavit, claim, or other document, which is fraudulent or is false as 
to any material matter. This offense corresponds to the offense 
described in section 3793 (b) of the 1939 code. The penalty imposed 
by this section is the same as that imposed by section 3793 (b) of the 
1939 code. 

The third offense described in this section corresponds to the offense 
described in section 3793 (a) of the 1939 code, which relates to simu- 
lating or falsely or fraudulently executing or signing any bond, 
permit, entry or other document required by the internal revenue 
laws or procuring the same to be done. Existing law imposes no 
fine for this offense but provides that imprisonment for the offense 
shall not be less than 1 year nor more than 5 years. 

The fourth offense described in this section relates to the offense 
of removing, depositing or concealing property in respect of which 
any tax is imposed, or upon which levy is authorized, with intent to 
evade or defeat the assessment or collection of any tax imposed by 
this title. This section differs from section 3321 (a) of the 1939 code 
in that this section covers such offenses committed in order to avoid 
levy, and in that the punishment under section 3321 (a) is a fine of 
not more than $5,000, or imprisonment for not more than 3 years, or 

oth 

The fifth offense described ia this section corresponds to the offense 
described in section 3762 of the 1939 code, that is, the offense of 
concealing property or withholding, falsifying, or destroyi ing records, or 
making any alse statement in connection with any compromise, 
offer of compromise, closing agreement or offer to enter into a closing 
agreement. ‘The punishment under section 3762 is a fine of not more 
than $10,000, or not more than 1 year imprisonment, or both. 


Section 7207. Fraudulent returns, statements, or other documents 
This section contains uo matcrial change from existing law. 
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Section 7208. Offenses relating to stamps 


This section brings together into one section, and makes applicable 
to all taxes collected by stamps, various offenses described in existing 
law relating to stamps. These offenses correspond to the acts, 
described in sections 7201 and 7206, of fraud on the revenue or of 
attempting to defeat or evade the tax or the payment of tax. The 
same punishment is prescribed in this section as in sections 7201 and 
7206, namely, fine of not more than $10,000, or imprisonment for 
not more than 5 years, or both. 

Existing provisions of law to which this section corresponds, except 
for the changes noted below, are as follows: 

(a) Counterfeiting, which offense is described specifically in section 
1425 (b) of the 1939 code, relating to employment taxes. Section 
1425 (b) provides for a fine of not more than $5,000, or imprisonment 
for not more than 5 years, or both. 

(b) Mutilation or removal of stamps, which offense is described 
in section 1823 (a) of the 1939 code. That section provides a fine of 
tr than $1,000, or imprisonment for not more than 5 years, or 
both. 

(c) Use of mutilated, insufficient or counterfeited stamps, which 
offense is described in section 1823 (b) of the 1939 code. The punish- 
ment under section 1823 (b) is the same as under section 1823 (a), 
described in (b) above. 

(d) Reuse of stamps, which offense is described in section 1823 (c) 
of the 1939 code, and which is subject to the same penalty as that 
described under (b) and (c) above. 

(e) Offenses relating to the disposal or receipt of emptied stamped 
packages, which offenses are described in section 3323 (a) (3) of the 
1939 code. Under section 3323 (a) (3) the offense carries a minimum 
punishment of $1,000 fine or 6 months imprisonment, and a maximum 
punishment of $5,000 fine or 5 years imprisonment, or both such 
fine and imprisonment. 

Section 7209, Unauthorized use or sale of stamps 

This section contains no material change from existing law. 
Section 7210, Failure to obey summons 

This section contains no material change from existing law. 
Section 7211. False statements to purchasers or lessees relating to tax 

This section makes no material change from existing law. 


Section 7212. Attempts to interfere with administration of internal 
revenue laws 


Subsection (a) of this section, relating to the intimidation or 
impeding of any officer or employee of the United States acting in an 
official capacity under this title, or by force or threat of force attempt- 
ing to obstruct or impede the due administration of this title is new in 
part. This section provides for the punishment of threats or threat- 
ening acts against agents of the Internal Revenue Service, or any 
other officer or employee of the United States, or members of the 
families of such persons, on account of the performance by such 
agents or officers or employees of their official duties. This section 
will also punish the corrupt solicitation of an internal revenue 
employee. 
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This subsection is broader than section 111 of title 18 of the United 
States Code, relating to persons assaulting, resisting, or impeding 
certain officers or employees of the United States while engaged in the 
performance of their official duties, in that it covers threats of force 
(including any threatening letter or communication) or corrupt 
solicitation. 

Subsection (b) of this section, relating to forcible rescue of seized 
property, makes no material change from existing law. 

Section 7213. Unauthorized disclosure of information 

‘This section contains no material change from existing law except 
that the offense by State employees of disclosing information obtained 
under section 6103 has been restated in order to cover additional acts 
of disclosure which are now offenses in the case of Federal employees. 
Section 7214. Offenses by officers and employees of the United States 

Subsection (a) of this section corresponds, with certain changes, to 
the provisions of section 4047 (e) of the 1939 code. The first change 
is that this section will apply to any officer or employee of the United 
States acting in connection with any revenue law of the United States. 
Section 4047 (e) applies to any officer or agent appointed and acting 
under the authority of any revenue law of the United States. Section 
4047 (e) (3) describes, as an offense, the willful neglect to perform any 
of the duties enjoined on the officer or agent by law. The correspond- 
ing provision of this section changes existing law to make it appli- 
cable only if the employee “with intent to defeat the application of 
any provision of this title, fails to perform any of the duties of his 
office or employment.” ‘This change makes the offense one involving 
misapplication of the revenue laws, as distinguished from the mere 
negligent or other improper conduct of an employee, not involving 
criminal intent, which could continue to be handled (as under existing 
law in the case of employees not covered by sec. 4047 (e)) by repri- 
mand or dismissal or other action under the civil service laws. Sec- 
tion 4047 (e) (5) makes it an offense to make opportunity for any 
person to defraud the United States. The corresponding provision 
of this section makes it an offense to knowingly make opportunity 
for any person to defraud the United States. Paragraph (a) (7) of 
this section corresponds to existing paragraph (8) of section 4047 (e), 
except in two respects. Existing law refers to a false entry in any 
book or the making of any false certificate or return. This section 
changes the word “false” to “fraudulent” to avoid the implication 
that this provision would apply to an innocent making of a false 
entry. This section also expands existing law to cover not only a 
“certificate” or “return” but also a “statement,” and to eliminate 
the limitation of existing law that the penalty applies only where 
the employee is required to make the entry, certificate, or return. 
Under section 7214 he is subject to punishment in any case where 
he makes a fraudulent statement, whether or not he is required to 
make the statement. Paragraph (a) (8) of this section corresponds 
to existing paragraph (9) of section 4047 (e), except in one respect. 
Existing law requires the officer or agent to report to his next superior 
officer and to the Commissioner. This section strikes the require- 
ment that he report to his next superior officer, and leaves the require- 
ment that he shall report to the Secretary or his delegate. Thus, 
section 7214 avoids the possibility of the employee being required to 
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report to his next superior officer any fraud or violation which he 
believes was committed by that officer. Such reports instead will be 
made to such office, for example, the internal revenue inspection sery- 
ice, as the Secretary or his delegate may designate. 

Subsection (b) of this section is in all material respects the same as 
section 4047 (b) of the 1939 code, except that the provisions thereof 
are made applicable to any internal-revenue officer or employee instead 
of, as provided under existing law, to any internal-revenue officer or 
internal-revenue agent, 

Section 7231. Failure to obtain license for collection of foreign items 

This section contains no material change from existing law. 

g £ 
Section 7232. Failure to register or give bond, or false statement by 
manufacturer or producer of gasoline or lubricating oil 

This section contains no material change from existing law, except 
that the maximum fine has been increased from $5,000 to $10,000. 
This fine corresponds to that provided by section 7201 for an attempt 
to defeat or evade tax, and to that provided by section 7206 for the 
offense of making false statements. 

Section 7283, Failure to pay, or attempt to evade payment of, tax o1 
cotlon futures, and other violations 

This section contains no material change from existing law. 
Section 7284. Violation of laws relating to oleomaryarine or adulterated 

bulter operations 

This section contains no material change from existing law. 
Section 7235. Violation of laws relating to adulterated butter and process 

or renovated butter 

This section contains no material change from existing law. 
Section 7236. Violation of laws relating to filled cheese 

This section contains no material change from existing law. 
Section 7237. Violation of laws relating to narcotic drugs and to 

marihuana 

This section contains no material change from existing law. 
Section 7238. Violation of laws relating to opium for smoking 

This section contains no material change from existing law. 
Section 7239. Violations of laws relating to white phosphorus matches 

This section contains no material changes from existing law. 
Section 7240. Officials investing or speculating in sugar 

This section contains no material change from existing law, except 
that a provision has been added (corresponding to sec. 7214) that the 
official committing the offense shall be dismissed from office or dis- 
charged from employment. 

Section 7261. Representation that retailers’ excise tax is excluded from 
price of article 

This section contains no material change from existing law. 
Section 7262. Violation of occupational tax laws relating to wagering— 

failure to pay special tax 

This section contains no material change from existing law. 
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Section 7263. Penalties relating to cotton futures 
This section contains no material change from existing law. 
Section 7264. Offenses relating to renovated or adulterated butter 
This section contains no material change from existing law. 


Section 7265. Other offenses relating to oleomargarine or adulterated 
butter operations 


This section contains no material change from existing law. 
Section 7266. Offenses relating to filled cheese 

This section contains no material change from existing law. 
Section 7267. Offenses relating to white phosphorus matches 

This section contains no material change from existing law. 
Section 7268, Possession with intent to sell in fraud of law or to evade 

tax 

This section contains no material change from existing law. 
Section 7269. Failure to produce records 

This section contains no material change from existing law. 
Section 7270. Insurance policies 

This section contains no material change from existing law. 
Section 7271. Penalties for offenses relating to stamps 

This section contains no material change from existing law, except 
that the penalty provided by this section is $50 for each such offense. 
The corresponding provisions of existing law provide various different 
amounts, such as $100 in sections 1820 and 1822, $50 to $500 in section 

, 

3323 (a), ete. 
Section 7272. Penalty for failure to register 

This section contains no material change from existing law, except 
that the penalty in existing law for failure to register as a manufacturer 
of white phosphorus matches is reduced from $500 to $50. 
Section 7273. Penalties for offenses relating to special taxes 

This section contains no material change from existing law, except 
that the reference to costs of prosecution found in existing law has 
been eliminated. 
Section 7274. Penalty for ofenses relating to white phosphorus matches 

This section contains no material change from existing law. 
Section 7301. Property subject to tax 

This section contains no material change from existing law. 
Section 7302. Property used in violation of internal revenue laws 

This section contains no material change from existing law. The 
language of the section has been changed slightly in order to make 
clear that its provisions have general application under this title, 
Section 7808. Other property subject to forfeiture 

This section contains no material change from existing law. 
Section 7804. Penalty for fraudently claiming drawback 


This section contains no material change from existing law. 
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Section 7321. Authority to seize property subject to forfeiture 
This section contains no material change from existing law. 
Section 7822. Delivery of seized personal property to United States 
marshal 
This section contains no material change from existing law, 
Section 7323. Judicial action to enforce forfeiture 
This section contains no material change from existing law. 


Section 7824. Special disposition of perishable goods 

This section contains no material change from existing law, except 
that it provides that, where bond is not filed, the sale shall be public 
sale in such manner as may be prescribed by regulations. Under 
existing law, the property must be sold at public auction in the same 
manner as goods may be sold on final execution in the district, 
Section 7825. Personal property valued at $1,000 or less 

This section makes several changes in existing law. The first 
change extends the application of the section to property valued at 
$1,000 or less, in lieu of the $500 amount provided by section 3724 of 
the 1939 code. The second change is the provision that the Secretary 
shall by regulations prescribe the reasonable compensation to be al- 
lowed the appraisers of the property, instead of the existing provision 
of law which states that they shall be allowed the sum of $1.50 a 
day. ‘This section also changes existing law to permit the property 
to be disposed of by sale upon competitive bids in such manner as 
may be prescribed by regulations. 

Section 7827. Customs laws applicable 

This section contains no material change in existing law. 
Section 7828. Confiscation of matches exported 

This section contains no material change from existing law. 
Section 7841. Penalty for sale to evade tax 

This section contains no material change from existing law. 
Section 7342. Penalty for refusal to permit entry or examination 

This section contains no material change from existing law. 
Section 7343. Definition of term “person” 

This section continues in one place the provision now found in the 
various criminal provisions of the existing Internal Revenue Code. 
Section 7344. Extended application of penalties relating to officers of the 

Treasury Department 
This section contains no material change from existing law, 


CHAPTER 76—JUDICIAL PROCEEDINGS 


Section 7401. Authorization 
This section contains no material change from existing law. 


Section 7402. Jurisdiction of district courts 


This section contains no material change from existing law, except 
that subsection (c) is applicable to any officer or employee of the 
United States, or persons acting under or by authority of such officer 
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or employee, acting under the authority of this title. The corres- 
ponding provision of existing law applies only to internal-revenue 
officers or persons acting under or by authority of any such officer. 


Section 7403. Action to enforce lien or to subject property to payment 
of tax 


This section contains no material change from existing law, except 
for the addition of the express provision in subsection (c) that the 
assessment of the tax upon which the lien of the United States is based 
shall be conclusively presumed to be valid for purposes of the adjudi- 
cation in an action to enforce the lien of the United States or to subject 
property of the delinquent taxpayer to the payment of the tax. 


Section 7404. Authority to bring civil action for estate taxes 
This section contains no material change from existing law. 


Section 7405. Action for recovery of erroneous refunds 
This section contains no material change from existing law. 


Section 7406. Disposition of judgments and moneys recovered 
This section contains no material change from existing law. 
Do oO 


Section 7421. Prohibition of suits to restrain assessment or collection 

This section contains no material change from existing law, except 
that subsection (b) is extended to conform to the extended authority, 
in section 6901 (a) (2), to assess transferee liability. 


Section 7422, Civil actions for refund 

Subsections (a) to (d), inclusive, of this section contain no material 
change from existing law. 

Subsection (e) of this section is a new provision to cover the situa- 
tion where there is concurrent jurisdiction in the district court (or 
Court of Claims) and in the Tax Court over the same case. This 
may arise, for example, where the taxpayer files suit for refund in 
the district court and, while the suit is pending, a notice of deficiency 
is issued and he appeals that notice to the Tax Court. Under sub- 
section (e), if the notice of deficiency is issued before the case is heard 
in the district court (or Court of Claims), the proceeding must be 
stayed for the 90-day period of the notice and for 60 days thereafter. 
If the taxpayer appeals to the Tax Court then the district court (or 
the Court of Claims) shall lose jurisdiction over the refund. If the 
taxpayer does not appeal, the United States may then counterclaim 
in the taxpayer’s suit, or intervene if this is a suit against the district 
director, even though the time for filing such counterclaim or petition 
for intervention may have otherwise expired, and upon such counter- 
claim or intervention the taxpayer will have the same burden of proof 
as he would bear if he had appealed the case to the Tax Court. 

The result under subsection (e) is to give jurisdiction over the 
sause of action to only 1 court (2 courts may acquire jurisdiction under 
existing law), and to give the taxpayer the choice of which court 
shall have jurisdiction. The taxpayer, by filing a petition in the 
Tax Court, would cause that court to have sole jurisdiction, or, by 
failing to file a petition in the Tax Court, would cause the district 
court or the Court of Claims to have sole jurisdiction. 

Subsection (e) does not apply if the case in the district court or 
Court of Claims has already proceeded to a hearing, that is, to actual 








A432 INTERNAL REVENUE CODE OF 1954 


trial. On the other hand, it will apply to prevent suit in the district 
court or Court of Claims after the receipt of a notice of deficiency 
in any case where the taxpayer appeals from that notice to the Tax 
Court. 
Section 7423. Repayments to officers or employees 

This section contains no material change from existing law. 
Section 7424. Civil action to clear title to property 

This section corresponds, with one change, to the provisions of 
subsections (a), (c), and (d) of section 3679 of the 1939 code. Existing 
law refers only to realty, whereas this section covers both real and 
personal property. The provisions of subsection (b) of section 3679 
of the 1939 code, relating to service on the United States, have been 
eliminated from this bill as being unnecessary, since title 28 of the 
United States Code makes adequate provision for service on the 
United States. 
Section 7441. Status 

This section contains no material change from existing law. 
Section 7442. Jurisdiction 

This section contains no material change from existing law, 
Section 7443, Membership 

This section contains no material change from existing law. 
Section 7444. Organization 

This section contains no material change from existing law. 
Section 7445. Offices 

This section contains no material change from existing law. 
Section 7446. Times and places of meetings 

This section contains no material change from existing law. 


Section 7447. Retirement 

This section contains no material change from existing law. 
Section 7451. Fee for filing petition 

This section contains no material change from existing law. 
Section 7452. Representation of parties 

This section provides that the Secretary or his delegate shall be 
represented by the Assistant General Counsel of the Treasury Depart- 
ment serving as Chief Counsel of the Internal Revenue Service, 
or the delegate of such Chief Counsel, in the same manner before 
the Tax Court as he has heretofore been represented in proceedings 
before such court. The section further provides that the taxpayer 
shall continue to be represented in accordance with the rules of prac- 
tice prescribed by the court; and that no qualified person shall be 
denied admission to practice before the Tax Court because of his 
failure to be a member of any profession or calling. 


Section 7453. Rules of practice, procedure, and evidence 


Section 1111 of the 1939 code requires the Tax Court to follow the 
rules of evidence applicable in the courts of the District of Columbia 
in the type of proceedings which prior to September 16, 1938, were 
within the jurisdiction of the courts of equity of the District. This 
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section modernizes the requirement to provide that the Tax Court 
shall follow the rules of evidence applicable in trials without a jury in 
the United States District Court of the District of Columbia. 


Section 7454. Burden of proof in fraud and transferee cases 
This section contains no material change from existing law. 


Section 7455. Service of process 
This section contains no material change from existing law. 


Section 7456. Administration of oaths and procurement of testimony 

Subsections (a) and (c) of this section contain no material change 
from existing law, except that subsection (a) permits a subpoena to be 
signed by the clerk of the Tax Court whereas existing law requires that 
it be signed by a judge of the Tax Court. 

Subsection (b) of this section is a new provision relating to the 
production of records in the case of foreign corporations, of foreign 
trusts or estates, and of nonresident alien individuals. It provides 
that if the Tax Court requires any petitioner which is a foreign cor- 
poration, foreign trust or estate, or nonresident alien individual, to 
produce in court any books or records which are relevant to the issues 
in the case, and which are in the possession or control of the peti- 
tioner or of any parent or subsidiary corporation or any other entity 
controlled by or controlling the petitioner, and if the required books or 
records are not produced or made available for inspection or copy- 
ing, within a reasonable time, the Tax Court shall upon motion strike 
out the pleadings or parts thereof, or dismiss the proceedings or a part 
thereof, or render a judgment by default. 


Section 7457, Witness fees 
This section contains no material change from existing law. 


Section 7468. Hearings 
This section contains no material change from existing law. 


Section 7459. Reports and decisions 
This section contains no material change from existing law. 
Section 7460. Provisions of special application to divisions 
This section contains no material change from existing law. 


Section 7461. Publicity of proceedings 

This section contains no material change from existing law. 
Section 7462. Publication of reports 

This section contains no material change from existing law. 
Section 7471. Employees 

This section contains no material change from existing law. 
Section 7472. Expenditures 

This section differs from existing law only by providing that 
vouchers for expenditures by the court shall be signed by the certify- 
ing officer designated by the chief judge. Existing law requires the 
chief judge to sign such vouchers. 
Section 7473. Disposition of fees 

This section contains no material change from existing law. 





A434 INTERNAL REVENUE CODE OF 1954 


Section 7474, Fee for transcript of record 

This section contains no material change from existing law, 
Section 7481. Date when Tax Court decision becomes final 

This section contains no material change from existing law. 
Section 7482. Courts of review 

This section contains no material change from existing law. 
Section 7483. Petition for review 

This section changes existing law by providing, in case one party 
to the proceeding files a petition for review that the adverse party is 
given 1 additional month to file his petition for review. 
Section 7484. Change of incumbent in office 

This section contains no material change from existing law. 
Section 7485. Bond to stay assessment and collection 

This section contains no material change from existing law. 
Section 7486. Refund, credit, or abatement of amounts disallowed 

This section contains no material change from existing law. 
Section 7491. Burden of proof of exemptions in the case of marihuana 

offenses 

This section contains no material changes from existing law. 
Section 7492. Enforceability of cotton futures contracts 

This section contains no material changes from existing law. 
Section 7493. Immunity of witnesses in cases relating to cotton futures 

This section contains no material changes from existing law. 
Section 7494. Venue in criminal prosecutions 

This section, relating to venue in criminal prosecutions, will apply 
in cases where the taxpayer resides in one judicial district while the 
internal revenue office where he is required to file his return, pay his 
tax, supply information, etc., is located in another judicial district. 
In such case, the taxpayer may use the United States mail to send the 
payment, return, or other document to the internal-revenue office, and, 
if he deposits the matter in the United States mail in the judicial 
district of his residence, that act will have the same consequence for 
yurpose of determining the venue as the payment of the tax or filing 

I f det g th as the payment of the t filing 

of the return or other document in an internal revenue office. 
Similarly, the venue is determined as if any failure to do such act, or 


any concealment of property, or withholding, falsifying, or destroying 
records, occurred in the judicial district of his residence. 


CHAPTER 77—MISCELLANEOUS PROVISIONS 


Section 7501. Liability for taxes withheld or collected 
This section contains no material change from existing law. 


Section 7502. Timely mailing treated as timely filing 

This new section applies in the case where documents (other than 
returns) are mailed to the proper office within the time prescribed by 
the internal-revenue laws, as indicated by the postmark on the 
envelope, and are received by that office after such time has expired. 
In such case, the document is deemed timely filed. 
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Since it is possible to predate postmarks where mailing machines 
or other devices are used, subsection (b) provides that a postmark 
not made by the United States post office shall be deemed the date of 
delivery only to the extent permitted by regulations. If the document 
is sent by registered mail rather than ordinary mail, the registration 
before the due date is prima facie evidence that the document was 
delivered to the proper officer, and the date of registration is deemed 
the date of mailing. 

This section does not apply to the filing of a document in any court 
other than the Tax Court. 


Section 7503. Time for performance of acts where last day falls on 
Saturday, Sunday, or legal holiday 
This section provides that if any act required under the internal 
revenue laws is required to be performed on a Saturday, Sunday, or 
legal holiday, the performance of the act on the next succeeding 
workday will be deemed timely. It defines a legal holiday as meaning 
not only a legal holiday in the District of Columbia but also, in the 
case of any document required to be filed or any other act required 
to be performed at any office of the United States located came the 
District of Columbia, but within an internal revenue district, a legal 
holiday at the place where such office is located. 
Section 7504. Fractional parts of a dollar 
This section permits the Secretary to round to the nearest dollar 
any assessment of a deficiency or underpayment, and similarly to 
round to the nearest dollar any amount he allows as a credit or refund. 


Section 7505, Sale of personal property purchased by the United States 
This section, which corresponds to section 3695 (b) and (c) of the 
1939 code, changes existing law to eliminate the concept that sale of 
personal property previously purchased by the United States must 
be made within the district where the original levy was made. 
Section 7506, Administration of real estate acquired by the United States 
This section contains no material change from existing law. 
Section 7507. Exemption of insolvent banks from tax 
This sect on contains no material change from existing law. 
Section 7508. Time for performing certain acts postponed by reason of 
war 
This section contains no material change from existing law, It 
continues in the law those provisions of section 3804 of the 1939 code 
which are made necessary by reason of the continued application of 
subsection (f) of that section. 
Section 7509. Expenditures incurred by the Post Office Department 
This section contains no material change from existing law. 
Section 7510. Exemption from tax of domestic goods purchased for the 
United States 
This section contains no material change from existing law. 
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CHAPTER 78—Dz1scovery OF LIABILITY AND ENFORCEMENT 
or TITLE 


Section 7601. Canvass of districts for taxable persons and objects 
This section contains no material change from existing law. 


Section 7602. Examination of books and witnesses 

This section contains no material change from existing law. 
Section 7603. Service of summons 

This section contains no material change from existing law. 
Section 7604. Enforcement of summons 

This section contains no material change from existing law, except 
that it refers to the district in which the person summoned “resides or 
is found,”’ whereas existing law refers only to the district in which he 
“resides.” 
Section 7605. Time and place of examination 


This section gives the Secretary authority to fix such time and place 
for the examination as are reasonable under the circumstanees, but 
when appearance and production of books and records under summons 
is required, the date fixed for appearance may not be less than 10 
days after the issuance of such summons. ‘This provision supersedes 
the provision in section 3615 (d) of the 1939 code which provides that 
when a summons is served the person summoned must be allowed | 
day for each 25 miles he may be required to travel, computed from the 
place of service to the place of examination. 


Section 7606. Entry of premises for examination of taxable objects 

This section contains no material change from existing law. 
Section 7621. Internal revenue districts 

This section corresponds to section 3650 of the 1939 code, but the 
special provisions of existing law which relate to the Territory of 
Hawaii and which further provide that States may be subdivided or 
may be united into 1 district (but 1 district cannot include part of 2 
different States) have been eliminated as unnecessary detail for the 
reason that internal revenue districts now are merely established for 
internal administrative convenience. 
Section 7622. Authority to administer oaths and certify 

This section contains no material change from existing law. 


Section 7623. Expenses of detection and punishment of frauds 
This section contains no material change from existing law. 

Section 7641. Supervision of operations of certain manufacturers 
This section contains no material change from existing law. 


Section 7651. Administration and collection of taxes in possessions 

This section covers the following two matters: 

(a) Paragraph (1) extends the collection authority and powers of 
the Internal Revenue Service to possessions of the United States so 
that if a delinquent taxpayer should remove himself or his property 
to a possession of the United States the Internal Revenue Service 
will have the same authority and power (such as the right to collect 
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by levy and sale) to collect the tax from him, or to reach his property, 
in the possession as it would have within the United States. (It may 
be noted that two possessions of the United States are now included 
within internal revenue districts; namely, Puerto Rico and the Virgin 
Islands, as is the Canal Zone.) 

(b) Paragraph (2) corresponds to section 3811 of the 1939 code in 
the case of Puerto Rico and the Virgin Islands with respect to self- 
employment taxes and social security taxes. Paragraph (2) provides 
that if the tax is imposed within a possession (as distinguished from 
the case described in paragraph (1) of the section where the tax 
liability arises within the United States but the taxpayer or his prop- 
erty is within the possession), such tax shall be collected by the 
Secretary and paid into the Treasury of the United States as internal 
revenue collections, and all laws applicable to the administration, 
collection, and enforcement of such tax within the United States shall 
also be applicable in the possession. This paragraph differs from 
section 3811 in that it provides a uniform rule applicable to any 
possession and to any tax which may be imposed by the Internal 
Revenue Code in the particular possession. 

Section 7652. Shipments to the United States 

This section corresponds to sections 3350 and 3360 of the 1939 code. 
The only material change from existing law has been the expression of 
the rules in such terms that they will be applicable if the taxes involved 
are collected by methods other than stamps, for example, by return. 
Section 7653. Shipments from the United States 

This section contains no material change from existing law. 


Section 7654. Payment to Guam and American Samoa of proceeds of tax 


on coconut and palm oil 
This section contains no material change from existing law. 


CuHapTeR 79—DEFINITIONS 


Section 7701. Definitions 


Section 7701 corresponds to section 3797 of the 1939 code. How- 
ever, several new definitions have been added in this section. 

Paragraph (12) of this section defines the term ‘Secretary or his 
delegate” to include any officer, employee, or agency duly authorized 
by the Secretary to perform any function mentioned or described in 
the.context, whether authorized directly or indirectly by one or more 
redelegations of authority. The term “or his delegate’? when used in 
connection with any other official of the United States is to be similarly 
construed. 

Paragraph (15) of section 3797 of the 1939 code is an obsolete 
definition of “military or naval forces of the United States.”” More 
recent legislation has used the term “armed forces of the United 
States.” Accordingly, paragraph (15) of section 7701 treats the 
terms as being identical. The definition in paragraph (15) corresponds 
to the definition now included in section 39.3797-11 of Internal Rev- 
enue Regulations 118 (the income tax regulations). Briefly stated, 
the term will include all of the uniformed forces of the Departments of 
Army, Navy, and Air Force, and will also include the Coast Guard. 

44140°—54 86 
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Paragraph (21) of this section is new. It defines the term “levy” 
to include the power of distraint and seizure by any means. : 

Paragraph (22) defines the term “Attorney General’ to mean the 
Attorney General of the United States. 

Paragraphs (23), (24), (25), and (26) of this section define the 
terms “taxable year,” “fiscal year,” “paid or incurred” and “paid or 
accrued,” and “trade or business.” These definitions correspond to 
the definitions in section 48 of the 1939 code. 

Paragraph (27) defines the term “Tax Court” to mean the Tax 
Court of the United States. 

Paragraph (28) of this section relates to the use in this subtitle 
of terms defined in other subtitles. Many parts of subtitle F use, 
in a technical sense, terms defined in the basic subtitle levying the 
tax to which the administrative provisions relate. For example, the 
provisions prescribing the standards and requirements for the filing 
of returns will, in the case of the income tax, use a term defined in 
subtitle A, such as “gross income,” and in the case of the estate tax 
return will use a term defined in subtitle B, namely, “gross estate.” 
In order to make certain that the terms in this subtitle will be given 
the same meaning as in the subtitle imposing the tax, paragraph (28) 
provides that any term used in this subtitle with respect to the appli- 
cation of, or in connection with, the provisions of any other subtitle 
of this title shall have the same meaning as in such provisions. 

Paragraph (29) defines the term “Internal Revenue Code of 1954” 
to mean the code enacted by this bill, and defines the term “Internal 
Revenue Code of 1939” to mean the code, which has been in effect 
from 1939 until superseded by the code enacted by this bill. 


CHaAapTerR SO—APPLICATION OF INTERNAL REVENUE Laws 


Section 7801. Authority of Department of the Treasury 

This section deals with the authority of the Department of the 
Treasury. Subsection (a), consistent with Reorganization Plans No. 
26 of 1950 and No. 1 of 1952, provides that, except as otherwise 
expressly provided by law, the administration and enforcement of 
this title shall be performed by or under the supervision of the Secre- 
tary of the Treasury. 

Subsection (b) provides that there shall be a General Counsel for 
the Department to be appointed by the President with the approval 
of the Senate. The General Counsel shall be the chief law officer of 
the Department and shall perform such duties as may be prescribed 
by the Secretary. The subsection further provides that the Secre- 
tary may appoint, and fix the duties of, an Assistant General Counsel 
to serve as Chief Counsel of the Internal Revenue Service, and not to 
exceed five other Assistant General Counsels. All the Assistant 
General Counsels shall be appointed without regard to the civil- 
service laws. The Secretary is also authorized to appoint and fix 
the duties of such other attorneys as he deems necessary. 

Subsection (c) corresponds to section 3932 of the 1939 code, relating 
to the functions of the Department of Justice. 


Section 7802. Commissioner of Internal Revenue 


This section, which corresponds to section 3900 of the 1939 code, 
provides for the appointment of the Commissioner who shall have 
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such duties as may be prescribed by the Secretary. This is existing 
law by virtue of Reorganization Plans No. 26 of 1950 and No. 1 of 
1952. Provisions of section 3901 of the 1939 code have been elimi- 
nated from this bill since under the reorganization plans all powers 
and duties of the Commissioner and other internal revenue officers 
and employees have been placed in the Secretary, subject to his power 
of delegation. 

Section 7808. Other personnel 

Subsections (a), (b), and (d) of this section contain no material 
changes from existing law. 

Subsection (c) of this section changes existing law by authorizing 
the Secretary to purchase blanket or schedule bonds and to pay, from 
the appropriation for administrative expenses of the Internal Rev- 
enue Service, the premium of any such bonds or of any bonds required 
from officers or employees of the Internal Revenue Service. 

Section 7804. Effect of Reorganization Plans 

Subsection (a) of this section corresponds to section 616 of the 
Revenue Act of 1951. It is designed to preserve the Reorganization 
Plans (No. 26 of 1950 and No. 1 of 1952). This section provides that 
all functions vested by this title in any officer or employee or agency 
of the Department of the Treasury shall be subject to the plans. One 
important difference between this subsection and section 616 of the 
Revenue Act of 1951 is that this subsection provides that the Re- 
organization Plans will also apply to any act amending this title, 
unless such amending act expressly provides to the contrary. 

Subsection (b) of this section, which corresponds to the provisions 
of section 3 of Public Law 567, 82d Congress, contains no material 
change from existing law. 


Section 7805. Rules and regulations 
This section contains no material change from existing law. 


Section 7806. Construction of title 


Subsection (a) of this section corresponds to section 2 of the 1939 
code. 

Subsection (b) of this section corresponds to provisions which were 
included in the enacting clause of the Internal Revenue Code of 1939. 
These provisions are to the effect that no inference shall be drawn 
from the arrangement and classification of the provisions in the code, or 
from the side notes and ancillary tables contained in the various prints 
of this act before its enactment into law. 


Section 7807. Rules in effect upon enactment of this title 

Subsection (a) of this section is an interim provision for administra- 
tion of the title until regulations are promulgated under any provision 
of this title which depends for its application upon the promulgation 
of regulations (or which is to be applied in such manner as may be 
prescribed by regulations). Under subsection (a) the present rules or 
regulations of the Internal Revenue Service are to be given effect until 
the necessary regulations are promulgated. For example, this sub- 
title requires property seized by levy to be sold in accordance with 
regulations. Until such regulations are issued, the sale shall be made 
under existing rules (whether or not published) of the Internal 
Revenue Service which would be valid if issued under this title. 
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Thus, if the time and method for making the sale are covered by instruc- 
tions issued to district directors which would be valid under this 
title if issued as regulations thereunder, such rules shall continue to 
apply until appropriate regulations are issued. 

ubsection (b) of this section is designed to preserve the effect under 
this title of any election or other act (authorized under this title) 
which was in fact made under the corresponding provisions of prior 
law. It also provides the applicable rule for those cases where the 
provisions of this title refer to the application of this title to prior 
periods which were subject to the 1939 code rather than to this new 
code. Briefly stated, subsection (b) is designed to handle the problem 
of transition from the 1939 code to the 1954 code by providing, in 
effect, that the 1954 code shall be applied (insofar as it depends upon 
the application of the law to a prior period) as if the new code were a 
continuation of the 1939 code with the changes in law incorporated in 
the new code having been made by amendment (with the same effec- 
tive date as the date such change is effective under the 1954 code) to 
the appropriate sections of the 1939 code. 


Sec. 7808. Depositaries for collection 
This section contains no material change from existing law. 


Sec. 7809. Deposit of collections 
This section contains no material change from existing law. 


Section 7851. Applicability of revenue laws 

Subsection (a) of this section provides effective dates for the appli- 
cation of the 1954 code and for the repeal of the provisions of the 1939 
code. Briefly stated, this subsection provides that the 1954 code will 
apply (and the corresponding provisions of the 1939 code are repealed): 

(1) In the case of the income tax, with respect to taxable years 
beginning after 1953 (except any short taxable year which does not 
end after the date of enactment of the 1954 code); 

(2) In the case of the estate tax, with respect to estates of decedents 
dying after the date of enactment of this bill; and 

(3) In the case of gift taxes, employment taxes, excise taxes, and 
alcohol and tobacco taxes, on January 1, 1955, 

Paragraph (1) of subsection (a) provides that chapters 1, 2, 4, and 
6 of the 1954 code shall apply only with respect to taxable years be- 
ginning after 1953 and ending after the date of enactment of the 1954 
code. These chapters relate to normal taxes and surtaxes on income, 
the tax on self-employment income, the recovery of excessive profits 
on government contracts, and consolidated returns. With respect 
to taxable years beginning before 1954, and short taxable years be- 
ginning after 1953 and not ending after the date of enactment of the 
1954 code, chapter 1 (except secs. 143 and 144, relating to withholding), 
chapter 2, and section 3801, of the 1939 code are continued in force. 
It may be noted that the provisions of chapter 1, which will apply to 
taxable years to which the 1954 code is not applicable, include many 
administrative provisions which will remain in effect with respect to 
such taxable years, such as the provisions for filing returns, the provi- 
tions with respect to periods of limitation, the provisions with respect 
so the determination of deficiencies, the provisions for additions to the 
tax in case of delinquency in filing the return, or negligence or fraud, 
the provisions for interest on deficiencies, etc. The provisions of sub- 
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title A of the 1954 code relating to withholding of tax, namely, chapter 
3, are made applicable to payments made after the date of enactment 
of the 1954 code. The corresponding provisions of sections 143 and 
144 of the 1939 code will remain in effect with respect to payments 
made on or before the date of enactment of the 1954 code. Since re- 
turn and payment of such taxes are made on a calendar-year basis, it is 
contemplated that the taxes for 1954 collected by the withholding 
agent under the 1939 code and under the 1954 code may be reported on 
the same return required to be filed in 1955. The provisions of chapter 
5 of the 1954 code, relating to transfers to avoid income tax, will be- 
come applicable to transfers made after the date of enactment of the 
1954 code, and the corresponding provision of the 1939 code (ch. 7 
thereof) will remain in effect with respect to transfers made prior to 
the date on which such chapter 5 becomes applicable. 

Subparagraph (C) provides that any provision of subtitle A (income 
taxes) which contains a provision stating its applicability in terms of 
a specific date (occurring after December 31, 1953) or in terms of the 
taxable year ending after a specific date (occurring after December 31, 
1953), shall apply to taxable years ending after such date. These 
provisions are, in the case of taxable years subject to the 1939 code, 
to be considered a part of that code, but are to be applicable only to 
taxable years ending after the specific date. For example, section 
116 of the 1954 code (partial exclusions of dividends received by 
individuals) will apply to a fiscal year individual whose fiscal year 
ends September 30, 1954, even though such taxable year began 
before January 1, 1954, and is therefore subject to the 1939 code. 

Paragraph (2) contains the general rule for applicability of subtitle 
B (estate and gift tax). Subparagraph (A) provides that chapter 11 
(estate tax) shall apply only to estates of decedents dying after the 
date of the enactment of the 1954 code, and with respect to such 
estates chapter 3 of the 1939 code is repealed. The tax on estates of 
decedents dying on or before the date of enactment of the 1954 code 
will be determined under chapter 3 of the 1939 code. 

Subparagraph (B) provides that chapter 12 (gift tax) shall apply 
with respect to calendar years 1955 and after, and with respect to 
those years chapter 4 (gift tax) of the 1939 code is repealed. ‘The 
tax on gifts made on or before December 31, 1954, will be governed 
by the 1939 code. 

As in the case of the income tax, the estates subject to the estate 
tax imposed by the 1939 code, and the calendar years subject to the 
gift tax imposed by that code, will also continue to be subject to the 
administrative provisions contained in chapters 3 and 4 of such code, 
which chapters are continued in effect with respect to such estates and 
such calendar years. Thus, the requirements for the filing of returns, 
the provisions relating to deficiencies, additions to the tax, interest, 
periods of limitation, etc., provided in such chapters 3 and 4 remain in 
effect with respect to the taxes to which such chapters are applicable. 

Paragraph (3) contains the general rule for applicability of sub- 
title C (employment taxes). This subtitle applies only with respect 
to remuneration paid after December 31, 1954, except for chapter 22 
(Railroad Retirement Tax Act) which shall apply with respect to 
remuneration paid after December 31, 1954, for services rendered 
after that date. Chapter 9 (employment taxes) of the 1939 code is 
repealed with respect to remuneration paid after December 31, 1954, 








A442 INTERNAL REVENUE CODE OF 1954 


except that subchapter B (which corresponds to ch. 22 of the 1954 
code), and subchapter E (administrative provisions) to the extent 
that it relates to subchapter B will remain applicable with respect to 
remuneration paid after December 31, 1954, for services performed 
on or before that date. In the case of payments of remuneration to 
which chapter 9 applies, the provisions of the 1939 code with respect 
to the requirements for collecting and paying over the tax, filing 
returns, interest, additions to the tax, and periods of limitation remain 
applicable. Many of these provisions are included in chapter 9, 
which chapter remains in effect with respect to such remuneration, 
and other such provisions are included in chapter 28 and subtitle D 
of the Internal Revenue Code of 1939. Under paragraph (6) of sub- 
section (a), discussed below, these provisions of chapter 28 and sub- 
title D of the 1939 code are continued in effect with respect to taxes 
subject to chapter 9 to the same extent that chapter 9 remains in effect. 

Paragraphs (4) and (5) of subsection (a) provide that subtitle D 
(relating to miscellaneous excise taxes) and subtitle E (relating to 
alcohol, tobacco, and certain other excise taxes) shall apply on and 
after January 1, 1955. These paragraphs also provide that subtitles 
B and C (except chapters 7, 9, and 28 thereof) of the 1939 code are 
repealed effective January 1, 1955. These subtitles of the 1939 code 
relate to excise taxes, including alcohol and tobacco taxes. Thus, 
excise taxes (including alcohol and tobacco taxes) will be imposed 
under the 1939 code until January 1, 1955, and on and after that date 
they will be imposed under the 1954 code. As in the case of other 
taxes, the administrative provisions of the 1939 code (other than those 
specifically made inapplicable after the date of enactment of the 1954 
code by paragraph (6) of subsection (a), which is discussed below) 
will continue to apply to the taxes and other liabilities imposed under 
the i939 code. The requirements with respect to stamps, and 
the requirements for the filing of returns, the provisions relating to 
deficiencies, additions to the tax, interest, periods of limitation, etc., 
provided in the 1939 code will remain in effect with respect to these 
excise taxes (including alcohol and tobacco taxes) imposed under the 
1939 code. Although the special occupational tax is paid for engaging 
in business during the special tax year beginning July 1 and ending 
June 30, the fact that the 1954 code becomes applicable on January 1 
will not interrupt the running of the special tax year so as to require 
an additional payment of tax on January 1 solely by reason of the 
reenactment in the new code of the same special tax provisions which 
oF now included in the 1939 code. See section 7807 (b) (2), discussed 
above. 

Paragraph (6) of subsection (a) provides that subtitle F of the 
1954 code, relating to procedures and administration, will apply on 
and after the day after the enactment of such code to the taxes im- 
posed by the 1954 code. When it becomes applicable as to those 
taxes, it will be fully applicable regardless of whether its provisions 
relate to an event prior or subsequent to the date on which it becomes 
applicable. Thus, for example, the requirement in section 6011 that 
an income-tax return be filed for the taxable year if the gross income 
is $600 or more is applicable to a taxpayer on the calendar-year basis 
for the calendar year 1954, even though he may have received the 
gross income prior to the date of enactment of the 1954 code, Al- 
though, as indicated above, many of the administrative provisions of 
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the 1939 code will remain applicable to the taxes imposed under that 
code, such as provisions relating to the requirement for filing returns, 
additions to the tax, interest, periods of limitation, etc., paragraph (6) 
of subsection (a) specifically makes applicable to such taxes certain of 
the general administrative provisions of the 1954 code. These pro- 
visions will apply notwithstanding any contrary provisions of the 
1939 code, and therefore supersede such contrary provisions. The 
provisions of the 1954 code which apply to the taxes imposed by the 
1939 code are the type which are not closely related to a particular 
tax but involve the general administration of the revenue. For ex- 
ample, after the date of enactment an assessment of taxes imposed 
by the 1939 code will be made in the same manner as an assessment 
of taxes imposed by the 1954 code. Similarly, after such date, the 
provisions of the 1954 code relating to levy and sale will apply to the 
collection of taxes imposed by both codes. Chapter 75 of the 1954 
code relates to crimes and other offenses which are punished by pro- 
ceedings in court. Under paragraph (6) of subsection (a), this chap- 
ter will become applicable, on the day after the date of enactment of 
the 1954 code, to offenses therein described committed after the date 
of enactment, with respect to taxes under the 1939 code. If the 
criminal or civil penalties (collectible by suit) provided in chapter 75 
relate to an offense (committed after the date of enactment of the 
1954 code) with respect to a tax imposed by the 1939 code, any 
criminal penalties or civil penalties (collectible by suit) under the 
1939 code will not apply, but the penalties under chapter 75 will be 
the only penalties of such nature applicable to the offense. Among 
other provisions of the 1954 code which will become applicable to 
taxes imposed by the 1939 code are the definitions in chapter 79. 
These definitions will supersede the definitions in section 3797 of the 
1939 code. They, of course, do not supersede any specific definition 
included in provisions of a chapter of the 1939 code imposing a tax 
under that code. 

Paragraph (7) provides that any provision not otherwise provided 
for will take effect on the day after enactment of the 1954 code. It 
also provides for the repeal of those provisions of the 1939 code not 
otherwise provided for, effective on the day after enactment of the 
1954 code. 

Subsection (b) provides that the repeal of any provision of the 1939 
code will not affect acts done or rights accrued or accruing or any suit 
or proceeding had or commenced Sidees the repeal, but all rights and 
liabilities under the 1939 code will continue and may be enforced as if 
the repeal had not been made. For example, the liability for any tax 
imposed by the 1939 code prior to its repeal will continue until paid 
notwithstanding such repeal. All offices, positions, appointments 
employments, boards or committees authorized by the 1954 code shall 
not be abolished by repeal of the provisions of the 1939 code, but shall 
continue under the pertinent provisions of the 1954 code. 

Subsection (c) provides that offenses committed and penalties or 
forfeitures incurred under the provisions of the 1939 code which are 
repealed may be prosecuted and punished with the same effect as if 
the 1954 code had not been enacted. 

Subsection (d) provides that all periods of limitation, both civil and 
criminal, which are repealed shall continue to apply to all suits, pro- 
ceedings, or prosecutions, whether civil or criminal, for causes arising 
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or acts done or committed before such repeal, as if the 1954 code had 
not been enacted. 

Subsection (e) provides that, for the purpose of applying the 1939 
code or the 1954 code to any period, a reference in either the 1939 
code or the 1954 code to a provision of either such code which is not 
then applicable shall be deemed a reference to the corresponding 
provision of the other code. 

Section 7852. Other applicable rules 

Subsection (a) provides for the separability of any provision of this 
title which is held invalid as to any person or circumstance. Sub- 
section (b) provides that references in other laws of the United States 
to any provision of the Internal Revenue Code of 1939 shall, when 
appropriate, be deemed references to the corresponding provision 
this title unless otherwise expressed. Subsection (c) prevents a double 
deduction of, or a double inclusion in income of, the same item for 
income tax purposes under chapter 1 or 2 of the 1939 code and subtitle 
A of this title unless specifically provided for. For example, if in 1954 
a taxpayer on the calendar year basis takes a deduction for an em- 
bezzlement loss discovered in that year, the same loss may not be 
deducted for any prior year under the 1939 Code, without regard to 
when the embezzlement occurred. Subsection (d) provides that no 
section of this title shall apply in abrogation of any treaty obligation 
of the United States. 


SUBTITLE G—THE JOINT COMMITTEE ON 
INTERNAL REVENUE TAXATION 


This subtitle contains no change from existing law. 




















MINORITY VIEWS 


GENERAL STATEMENT 


This bill embodies a much-needed revision of the tax laws. Much 
obsolete language has been deleted; provisions have been rearranged 
for clarity and ease of use, and much simplification has been made. 
To this extent, the bill is very commendable. 

The bill embodies far more than administrative and technical 
changes in our tax laws, however. Many substantive changes have 
been made, and in some instances these changes amount to a basic 
change in tax philosophy. 

Under the guise of removing obsolete language and inequitable 
provisions from present tax laws, the bill reduces taxes substanti: ully 
for businesses, primarily corporations, and a few selected groups of 
individual taxpayers. This makes it much more than a simple 
reform of tax laws. 

The revenue loss from the tax reductions made is estimated to be 
$1.397 billion in the fiscal year 1955, and when fully operative, the 
loss may run between $3.5 and $4 billion. The bill does continue for 
1 year only the corporate tax at the present 52-percent rate. This 
would bring in $1.2 billion for the fiscal year 1955. These amounts 
have already been included in the President’s budget. 

It is our opinion that the revenue loss estimates in many instances 
are far too conservative. For example, it was estimated in 1948 that 
the elimination of life-insurance proceeds from a decedent’s estate 
where he paid premiums on the life-insurance policy would eventually 
cost $100 million a year. The estimate given us on this same change 
in the present bill is $25 million for fiscal year 1955, and no further 
estimate of loss is made. 

We would like to point out that the estimates for the fiscal year 
1955 do not reflect the revenue losses of the reductions when the 
provisions are fully operative. 

We would also like to point out that the revenue gain from continu- 
ing the corporate rate at 52 percent $1.2 billion, is offset by $619 
million in reductions for corporations who are fortunate enough to 
come within some of the reduction provisions. Examples of this 
are corporations that have net operating losses to carry back, or in 
which capital investment and replacement is high. Many corpora- 
tions will get no benefit whatever from these provisions, as they would, 
for instance, from an across-the-board reduction in corporate rates. 
This would be the fair way to reduce corporate taxes when the reve- 
nues permit, 

The majority party repeatedly promised during the last campaign 
not only to reduce taxes but also to balance the budget. In the face 
of a $3 billion deficit in the current fiscal year, they have endorsed 
the reductions in this bill. The Republicans are in control of the 
administration and the Congress, and it is their decision to engage in 
deficit financing. 


Bl 
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The tax reductions indulged in by the majority in this bill show a 
singular purpose to benefit a small minority of taxpayers at the expense 
of a substantial revenue loss, to the almost complete exclusion of the 
average taxpayer. The bill exhumes the “trickle-down” theory of 
taxation of Alexander Hamilton and, more recently, Andrew Mellon, 
It was this theory which contributed greatly to the economic chaos 
of the 1930’s. Under it, the philosophy is that if economic advantage 
is given to those taxpayers at the top, the rest of the people will 
eventually receive, through a “trickle down,” some undefined and 
unknown economic advantage. 

The long-awaited and long-promised tax relief which the Repub- 
oa have held out to the people generally is not to be found in this 

i. 

Attempts are being made to hoodwink the public by talking about 
the great relief which is being given the average taxpayer and the 
average family. We defy anyone to find such relief in this bill. It is 
nothing more than an insult to the intelligence of the average person 
to claim that he is being benefited by it. The average taxpayers that 
are benefited are literally few and far between, and the relief provided 
in these few scattered instances is negligible. 


TAX REDUCTIONS CONTAINED IN THE BILL 


It is claimed that more than half of the relief provided goes to the 
average taxpayer. The majerity party also takes credit for letting 
the automatic Democratic reductions in individual income taxes take 
place as scheduled on December 31 of last year. 

We would like to point out also that, after a 6-month extension last 
year, the excess-profits tax on corporations expired on December 31, 
1953. ‘The reduction in individual income taxes amounted to $3 bil- 
lion in revenues, and the expiration of the excess-profits tax amounted 
to a reduction of $2 billion in revenues. 

The only reductions in the bill which we consider as even possibly 
benefiting the average wage or salary earner are two: First, the al- 
lowance of deductions for interest charges on installment contracts, 
amounting to $10 million; and second, liberalized deductions for medi- 
cal and dental expenses, amounting to $80 million, Even in these 
cases, the average wage or salary earner would get no benefit unless 
he is purchasing an item under an installment contract and his interest 
charges are not broken down, or, in the case of medical and dental 
expenses, such expenses exceed 3 percent of his adjusted gross income 
and he has deductible expenses for these and other items—such as 
interest, charitable contributions, etc.—amounting to more than 10 
percent of his income. Otherwise, such a person would still take the 
standard deduction of 10 percent. 

A list of the persons who it is claimed will benefit as average tax- 
payers under this bill indicates that they are exceptional, rather than 
average. 
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Tax reductions for fiscal year 1955 only! 
Individuals: 
Wage and salary earners: 
Interest charge on installment contracts 
Liberalized medical expense deductions 


Selected categories: 
New rule for taxation of annuities 
Exclusion of $1,200 of retirement income__------ stl cate Sal 
Child care expense deduction 
New definition and treatment of dependents 
Heads of families 


Businessmen and farmers: 
Depreciation 
Soil and water conservation expense deduction 


Exceptional categories: 
ncreased exemption for ceriain: truste< 20... keine 
Exemption of life insurance from estate tax where pre- 
miums paid by decedent 
Dividend exclusion and tax credit 


293 


1 All estimates made by the staff of the Joint Committee on Internal Revenue Taxation. 


Not only can it be seen that the tax relief in the above table is 
small, but it can also be seen, upon analysis of the provisions, that 
relatively few individuals will benefit. For instance allowing full 
income splitting to heads of families will be of no benefit to persons 
whose incomes are under $5,000. The deduction for child-care 
expenses is limited to widows, widowers, legally separated or divorced 
persons, and wives whose husbands are disabled. ‘The deduction, 
where allowable, is only $600 a year, or $11.54 a week. 

Under “Exceptional categories” in the preceding table, only well- 
to-do taxpayers will be benefited, and the tax reductions in these 
provisions, when fully operative, are considerably greater than those 
for all other individuals put together. ‘The exclusion of life-insurance 
proceeds from estates of decedents will benefit only those persons who 
leave an estate of $60,000 or over, since there is an estate tax exemp- 
tion of $60,000. The exclusion of $100 of dividends from income, and 
a credit against tax of 10 percent of the remaining amount, alone, 
will result in tax reductions for stockholders, in a full year of operation, 
of $814 million. 

Corporations would receive tax reductions of about $619 million in 
fiscal year 1955, as follows: 


Taz reductions for fiscal year 1955 only Millions 
Corporations: of dollars 
aT de Bi a atin els i monk ge Ge new an aes A 300 
Net operating loss deduction__-_-.---- wid bee telsleus SoG 2s 5 
Percentage depletion 
Accounting provisions samst 
Treatment of foreign income-_-_-.--...-------- sae latte: Sts aad 


Liberalized deductions for depreciation for corporations and others, 
assuming @ continuation of present tax rates and rates of investment, 
and ignoring the incentive factor, will mean a revenue loss of $22. 
billion 1 Feet These assumptions may not be entirely correct, but 


neverth a substantial amount of revenue is involved in this pro- 
vision for years to come, 
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The net result of the tax reductions provided in this bill is a mere 
ittance of relief to the average taxpayer and substantial relief to 
ees businesses and wealthier individual taxpayers. 

Increased income as a result of tax savings to businesses can be 
much more advantageous than increased gross income. For example, 
it normally takes about $10,000 in gross sales to yield as much net 
profit as a $560 saving in taxes. This is based on the assumption 
that a business has a net profit, after taxes, of 5.6 percent on each 
dollar of sales. A dollar saving in taxes would be worth about 20 
times more than a dollar earned in sales. 


THE BILL PROVIDES THE WRONG KIND OF TAX RELIEF 


With a decline in economic activity being an acknowledged fact, 
the responsibility for choosing incentives to bolster our economy at 
this time is great. The President has admitted that if this decline 
continues through the month of March, corrective measures will have 
to be taken. 

In face of this acknowledged fact, the tax legislation which the 
President proposed to Congress and which the majority party has 
endorsed in this bill is concentrated on measures which will bring 
about an expansion in investment in plant and equipment. 

The Secretary of the Treasury emphasized this philosophy when he 
stated: 

Production is the goose that lays the golden egg. 


We share with the majority their desire to offer incentives to 
businesses to offset the continued decline in the economy, but it is 
our contention that the most effective way to do this is not through 
tax reductions for corporations and investors, but tax reductions 
which will immediately increase purchasing power in the hands of 
consumers. The majority would resurrect the “trickle down” theory 
of taxation and discard the present philosophy of taxation, which is 
that the prosperity of the country depends not only on the prosperity 
of larger businesses and investors, but also on the prosperity of wage 
and salary earners and farmers—the mass of consumers. 

It is our contention that the main cause for the decline in economic 
activity at the present time is due primarily to a decrease in con- 
sumption of goods, rather than a lack of capacity to produce goods. 
The steel industry is operating at only 74 percent of its capacity. 
Automobile manufacturers are on a part-time basis, and the farm- 
implement industry has been particularly hard hit by a decline in 
farm prices and income. Many other instances could be cited in 
which there has been a decline. 

The Republican administration having decided that tax reductions 
can be made logic and the economic evidence at hand dictate that they 
should be made in such a way as to spur purchases by consumers 
in order to sell what is already being produced, or is capable of being 
produced. With all kinds of incentives offered them, businesses will 
not expand where they have no markets, 


AN INCREASE IN INCOME-TAX EXEMPTIONS IS URGENT 


Having in mind the continued prosperity of the Nation, we believe 
that the most justifiable tax relief which can be provided at this time 
is an increase in individual-income-tax exemptions, We tried unsuc- 
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cessfully in committee to provide a $100 increase, but we were defeated 
by the solid oppositicn of all 15 Republicans on the committee. 

It is evident that there is immediate need to bolster the economy 
of the country, and an increase of at least $100 in individual income-tax 
exemptions is a direct and effective way of doing this. 

An increase in exemptions by $100 would not only remove 7 million 
taxpayers completely from the tax rolls, but would also increase pur- 

chasing power in the hands of consumers by $2.3 billion a year. No 
tax reduction bill should be passed by Congress which does not 
increase exemptions by at least $100. 

The following table shows the effect of an increase - individual 

ncome-tax exemptions from $600 to $700, on selected catezories of 
taxpandihe 
Comparison of the individual income-tax liabilities under present law rates and 

exemptions and under $700 per capita exemptions 
[Prepared by the staff of the Joint Committee on Internal Revenue Taxation, Mar 
SINGLE PERSON, NO DEP ENDENTS 


Amount of tax 


et income (after deductions but before | Pt . cre wey ha 


$701 ) 
exemptions) ody per 


apita Amount 
ex fempton 


Present law 


2870, 000 9870, OO 


MARRIED COUPLE, NO DEP EN D ‘EI r 
40 
160 
360 


760 


$50,000. ...-. 

$100,000... - 

$300,000. ..._- 

$500,000 Gee of = 858, 548 
858, 548 | 


100. 0 
0 


$87 456 857, 092 | 


1 Less than 0,05 percent, 3 Maximum effective rate limitation 87 percent. 
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It can be seen that every taxpayer in the country would benefit 
from an increase in exemptions. Such an increase would be of 
particular benefit to low-income taxpayers who must struggle to 

make ends meet even as to the necessities of life. 

The relief which the majority would provide in the bill for con- 
sumers is so negligible as to be ineffective in increasing purchasing 
power. 

We are disturbed that the President has said that we cannot afford 
an increase in exemptions. Apparently the administration is not 
concerned so much over the effect on revenues of the provisions in 
this bill as it is in advancing the “trickle down” theory of taxation. 

The Secretary of the Treasury, who is in no small part responsible 
for the well-being of the economy, stated that he “vigorously’’ 
Opposes an increase in personal exemptions. 

Apparently the administration does not see any drawback to 
approving an increase in exemptions for trusts of $200, as contained 
in the bill, and an exemption of $100 in dividends income from tax. 

Since the administration has taken the position that the fiscal 
condition of the Treasury is such that tax reductions can be per- 
mitted at this time, we are at a loss to see why it still insists that the 
evidence at hand dictates tax relief primarily at the top of the scale 
rather than at the bottom. 


COMMENTS ON CERTAIN PROVISIONS IN THE BILL 


The staffs of the Joint Committee on Internal Revenue Taxation 
and the Treasury Department together have spent over 2 years pre- 
paring recommendations for this bill. Extensive hearings were held, 
and some 15,000 replies to questionnaires were reviewed, preparatory 
to making recommendations to be included in the bill. 

In contrast, the committee deliberated on this bill for only 1 month 
and a half, In our opinion, such a complete overhauling as this, in- 
volving the most complicated laws which the Congress has ever 
written, would require at least 1 year to fully understand the changes 
proposed and to intelligently approve existing law as being as nearly 
perfect as it can be made, 

We frankly admit that we do not fully understand or comprehend 
many of the changes proposed in the bill. Many tax lawyers spend 
their entire lives keeping posted on certain narrow fields of taxes, In 
many instances, we were not even given a draft of the proposed changes 
in the law until the committee began considering them. 

We fear, that, in the hasty manner in which this most complicated 
legislation’ has been handled, we will have to spend many weeks 
straightening out the law in the future, if the bill becomes law. In 
the short time which we have had to review the bill—and we were 
only given a completed committee print a week ago—we have found 
certain changes which are being proposed which we question. ‘The 
fact that we have not cemadaned on other changes in the bill does 


not necessarily mean that we approve them. 
Our comments on specific proposals in the bill follow. 
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Exciusion From Income AND Crepit AGainst TAX FOR DIvIDENDS 
GENERAL 


The bill proposes (sec. 116) first a $50 and then a $100 exclusion 
from income of dividends received by shareholders. The $50 exclu- 
sion would be provided in the first year of operation, and the $100 
exclusion in the second and subsequent years. 

A credit against tax would be provided for the remaining amount 
of dividends received by shareholders (sec. 34). In the first year of 
operation, this credit would be 5 percent of the remaining dividends, 
and in the second and subsequent years, the credit would be 10 percent 
in most cases. 

This provision would make a fundamental change in our tax philoso- 
phy, and it reflects more than any other provision in the bill the “trickle 
down” theory of taxation of the present administration. 

We find it difficult to understand the position of the administration 
in its willingness to sponsor this proposal, which, when fully effective, 
will cost $814 million in revenue and benefit only a comparative hand- 
ful of taxpayers, while at the same time it opposes any measure of 
general relief for the average taxpayer. 

This proposal reverses the ability-to-pay principle of taxation and 
gives a tax advantage to unearned (investment) income over earned 
income from labor and services. For many years and up until 1944, 
credits for earned income were provided in our tax laws. 

We fully recognize that the process of investment is fundamental 
to our free-enterprise system, but this does not mean that investment 
income should be given a tax advantage over other income. 


DIVIDEND INCOME IS AT AN ALLTIME HIGH 


Not only have dividends risen to an alltime high, but profits have 
been plowed back into corporations in recordbreaking amounts. It 
was recently reported that the average dividend return on dividend- 
paying stocks listed on the New York Stock Exchange was 6 percent, 
and another 6 percent was plowed back into corporations for the 
benefit of shareholders. This makes a total of 12 percent on share- 
holder investments. 

Throughout the postwar period, stockholder investments have 
ranged between 11 percent and 16 percent. When we compare this 
high rate of return to interest on saving deposits and United States 
savings bonds, we can see that shareholders have fared very well in 
recent years. 


92 PERCENT OF AMERICAN FAMILIES OWN NO STOCK 


Ninety-two percent of American families own no stock whatever. 
Of the remaining 8 percent, six-tenths of 1 percent own 80 percent of 
all publicly held stock. This means that the proposal of the majority 
would be reducing the taxes of only 8 percent of American families, 
and primarily for the benefit of only six-tenths of 1 percent. 

An analysis of Statistics of Income for 1950, prepared by the 
Internal Revenue Service, reveals that over 80 percent of all tax- 
payers have incomes of less than $5,000 a year. This 80 percent 
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receives less than 11 percent of all dividend income. Persons with 
incomes of $10,000 or more received, in 1950, almost three-fourths 
of all dividend income. This group accounts for less than 4 percent 
of all taxpayers. Persons earning $25,000 or more received more 
than one-half of all dividend income, and accounted for only eight- 
tenths of 1 percent of all taxpayers. 

It is claimed that this proposal will help many widows and elderly 
persons who depend on dividend income. ‘The facts above indicate 
that very few such persons receive any dividend income whatever, 
while the vast majority of higher income taxpayers receive such 
income. This proposal can hardly be called a measure for the benefit 
of the average taxpayer. 


REVENUE LOSS IS SUBSTANTIAL 


It is estimated that the revenue loss in fiscal year 1955 under this 
proposal would be $240 million; in 1956, it would be $642 million; 
and when fully operative, $814 million. This is providing a substan- 
tial reduction in taxes to a very few selected individuals. Just over 
4 percent of people in the United States own publicly held stock, 
around 6% million. Putting it another way, only about 1 of every 16 
adult persons owns such stock. 

This contrasts sharply with the few hundred thousand average 
taxpayers who will benefit from other provisions, where the total loss 
of revenue is considerably less. 

The reductions in taxes provided under this proposal are substan- 
tial for those persons who are fortunate enough to own large amounts 
of stock. This can be seen from the following comparison of tax 
liability of persons who receive wages and salaries only with persons 
receiving all their income from dividends for the year 1955: 


Comparison of tax liability of a person receiving a salary with a person receiving all 
his income from dividends for the year 1955 


MARRIED COUPLE, 2 DEPENDENTS 


Dividends, 


Tex on as on a recipients 
1 salary ividen (percent of 
Amount of income (earned income pty hee increase in 


“take 


income) (unearned) ? cosnniens beat ay) 





DO GOD. cnnrescionnccccsdcocacsnedssnhbhscbbesecnes $60 $20 66.7 1.4 
AB oncdenmeps<nsynansecnscevescsnspcbohandeesos 240 110 54.2 3.5 
Bpihen deuiabundeidabeusdavawtabasabhttpibhohenail 420 200 52.4 4.8 
SE couaneesusccncceusscnnccunsnaenunisispacedenns 76 454 50.4 7.0 
GEDBED.. .cancccceccctecccccccccccscccsencecsocoessa= 1,372 700 49.0 7.8 
SN itednideibendsorecempheesebapneninmseetannein 2, 486 1, 360 45.3 9.0 
SEs wcnsyonpeneqresqsaccspapepocenepeseuqassence 3, 800 2, 220 41.6 9.8 
ani gute a de matiniion whites Soon odoinn counties autiatie 5, 318 3, 280 38. 3 10.4 
$50,000. .......- ieee oa on 15, 976 11, 670 27.0 2.7 
$100,000. . ~ 44, 724 35, 905 19.7 16.0 
$300,000. . 194, 804 167, 965 13.8 25. 5 
$500,000... ts 356, 956 312, 115 12.6 31,3 
$1,000 800... .w -nnncroncmnccwceseccccscccesepescsacce 766, 456 676, 615 11.7 38. 5 





1 Income before deductions and personal exemptions. Tax computations assume deductions equal to 
10 percent of income in arriving at net income for tax purposes. 

2 All dividends are assumed to be received by the husband. (Ifa wife receives dividends they would get 
a $200 exclusion from income.) 


Nore.—Proposal for 1955 provides for exclusion of first $100 of dividends and a 10-percent tax credit on 
dividends in excess of the exclusion. The amount of dividends on which the credit is computed is not to 
exceed the taxable income (net income after deductions and personal exemptions). 
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THIS PROPOSAL IS ONLY A BEGINNING 


In announcing the action of the committee in adopting this proposal 
the chairman stated: 

The committee approved two new provisions which take the first step toward 
the elimination of double taxation of corporate dividends. 

It is estimated that the complete elimination of tax on dividends 
in the hands of shareholders would cost around $3.4 billion in revenues. 

This attitude is symptomatic of the present administration. The 
one area where tax relief is least needed at this time is this area. 


SUMMARY 


Not only is this the wrong kind of tax relief at the wrong time, it 
is wrong in principle. Adoption of this proposal would mean that 
those best able to pay their fair share of taxes would be given special 
treatment resulting in the shifting of the burden of taxation to those 
least able to bear it. 

We strenuously oppose this proposal. 


Tax Revier ror Worxine MoruHers AND OTHERS 


Another provision in the bill (sec. 214) which is claimed to benefit 
the “average” taxpayer is that which allows a $600 deduction to 
widows, widowers, legally separated or divorced persons, and wives 
with disabled husbands for child-care expenses. 

There is no doubt of the need for tax relief for such persons. This 
need has been recognized for some time by many of us who have 
introduced bills to give such relief. 


THIS RELIEF IS VERY LIMITED 


The relief which the bill proposed to give these persons is so limited 
as to border on the ridiculous. Compared with the $1,200 million 
which the majority originally proposed be given to the corporation 
shareholders of America, and even compared with the $814 million 
which the majority still proposes be given to these shareholders— 
mst of whom are in the high-income brackets—the $40 million in 
relief provided here seems stingy indeed. 


NO RELIEF GIVEN MOTHERS WHO MUST WORK TO SUPPLEMENT FAMILY 
INCOME 


The most serious criticism that can be directed against the proposal 
is that it totally fails to recognize the fact that tens if not hundreds 
of thousands of American mothers are obliged to leave their children 
to go out and take a part- or a full-time job simply in order to supple- 
ment their husbands’ earnings and make ends meet. To these thou- 
sands of families, the need to pay for child care while the mother is 
out working is no less pressing than for a mother who has been widowed 
or separated. Yet the bill limits the benefits of this child-care pro- 
vision to mothers who have been widowed or separated, or whose 
husbands are physically incapacitated. We are wholeheartedly in 
favor of giving tax relief to these unfortunate mothers, but we see no 

44140°—54——8T 
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reason why relief should not be given to any mother who is forced 
to work to supplement family income, with proper limitations. 


CHILD-CARE DEDUCTION LIMITED TO $11.54 A WEEK 


Even for those comparatively few working mothers who will be 
able to qualify under this bill, the amount of the benefit is almost too 
small to be taken seriously. The maximum amount of the child-care 
deduction that can be taken is $600 a year—$11.54 a week—no 
matter how many children there are to be cared for. Those who 
imagine that any mother can hire adequate child care help for $11.54 
a week have simply lost touch with realities. This $600 limitation 
greatly restricts the tax relief accorded. For example, a widow 
earning $85 a week would receive a tax benefit of $2.31 a week. 

We proposed in committee that the deduction be increased to at 
least $1,200 a year, which we believe to be far more realistic, but we 
were defeated by the majority. 

To say that the majoritv has taken a full step in the right direction 
would be too generous. They have inched ahead, perhaps, but no one 
should be deluded into thinking that all of the working mothers of 
this country are going to get the relief they need and deserve from 
the majority’s proposal. 


Income Tax TREATMENT OF TRUSTS 
TWO-YEAR “CHARITABLE”? TRUSTS 


In an attempt to carry out the laudable purpose of encouraging 
charitable gifts, the bill proposes (sec. 673 (b)) to permit taxpayers 
to set up 2-year trusts to pay the income from property to charities. 
Instead of encouraging the giving of money to charity, this proposal 
will be a bonanza to wealthy taxpayers at the expense of the Treasury 
Department. 

The proposal will allow the grantor of a trust to avoid the tax on 
the income of the property placed in the trust, even though he receives 
the property back at the end of a 2-year period. And even though 
the income is not taxable to the grantor he will nevertheless be entitled 
to a charitable deduction equal to the present value of the income 
placed in trust. Accordingly, the taxpayer who owns income-produc- 
ing property and whose highest tax rate is greater than 50 percent 
can actually make money by supposedly satisfying his philanthropic 
desires. 

For example, if the taxpayer’s highest tax rate is 90 percent and 
he owns property producing a yearly income of $5,000, over 2 years 
he will have $10,000 in income, pay $9,000 in taxes, and retain $1,000 
after taxes. However, if the taxpayer desires to increase his retained 
income from the property 800 percent, he need only make a gift of 
the 2-year income in trust for a charity. The charitable deduction 
of approximately $10,000 to which he thereby becomes entitled will 
reduce the taxes he would otherwise pay by $9,000. Thus, by giving 
up, through the charitable gift, the $1,000 which he would have re- 
tained after taxes, he will receive in exchange a $9,000 reduction in 
taxes. The result is an increase of $8,000 in his income after taxes 
(the saving in taxes of $9,000 less the net gift, after taxes, of $1,000 
of income). 
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Similarly, a taxpayer in the 75-percent bracket will double his 
retained income from the property through the 2-year gift in trust; 
the taxpayer in the 60-percent bracket will increase his retained income 
by 50 percent; and the taxpayer in the 50-percent bracket will be able 
to make the “gift” without giving up any money. 

Obviously, the only charitable impulses that are involved in this 
provision are those toward the upper-income taxpayer. If it becomes 
law such 2-year trusts will mushroom and be, in time, a severe blow 
to the revenue. 

We are pleased that the majority have agreed to offer a floor 
amendment which will eliminate this loophole. 


DEPRECIATION 


Present law allows investment in buildings, machines, and equip- 
ment used in a trade or business to be recovered by deduction of an 
equal portion of the cost each year over the useful life of the item 
involved. ‘Thus a machine costing $1,000 with a 20-year life would 
be depreciated one-twentieth of its cost, less its salvage value, each 
year, or slightly less than $50. 


DOUBLE-RATE DECLINING-BALANCE METHOD AUTHORIZED 


The bill (sec. 167) would authorize the depreciation of new facilities 
at twice the ordinary rate, applied to the unrecovered cost of the asset. 
Under this so-called double-rate declining-balance method, a machine 
costing $1,000 with a 20-year life would be depreciated at a 10- 
percent rate each year, instead of 5 percent, and each year the rate 
would be applied to the unrecovered balance. There would be no 
reduction of recoverable cost for salvage value. As compared with 
present methods, the effect of this method would be to increase the 
annual allowances for depreciation of an asset in the early years of 
its useful life and decrease those in later years. As a result, under the 
proposed method about two-thirds of the cost of an asset could be 
written off in the first half of its useful life, compared to less than 
one-half at present. 


REVENUE COST IS GREAT 


The proposed provision will cause an important change in the ac- 
counting methods of all businesses. Once a change of this nature is 
made, its reversal is difficult and causes business complications. 
Hence this provision, unlike changes in rates or exemptions, is of a 
permanent nature. Its cost cannot be measured in terms of the rev- 
enue loss involved for next year only. The total cost must be con- 
sidered. 

Because on a single asset high depreciation in early years is offset 
by low depreciation in later years, the true initial cost of introducing 
double-rate declining-balance depreciation into the economy is not 
universally understood. In about 18 years when all, or a represent- 
ative group, of assets are on this basis, annual depreciation will be 
comparable to that under present methods. Then, high deprecia- 
tion on new assets will always be roughly offset by low depreciation 
on old assets. But in the first years alter adoption, only new, or 
comparatively new, assets will employ the method, and there will be 
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no offset to their high depreciation. ‘Therefore, in these early years, 
the Treasury will contimue to sustain a revenue loss. This will be the 
cost of shifting over to a depreciation method which will permit busi- 
ness to accelerate depreciation, so that the depreciated value of al! 
business assets in the Nation would thereafter always be less than under 
present methods. 

This may be illustrated and made clear by considering the overall 
reduction in taxable income of a single company which has 20 ma- 
chines costing a total of $20,000 ($1,000 each), with a salvage value 
per machine of $121.58, and having an average useful life of 20 years. 
As in the economy as a whole, each year part of these machines wear 
out and must be replaced. Here one-twentieth of the total capital 
investment, or a $1,000 machine, wears out each year and is replaced. 
Thus in the first year after replacement begins, a new $1,000 machine 
is eligible for the double-rate declining-balance method of deprecia- 
tion; in the second year, 2 new machines costing $2,000; in the third 
year, 3 new machines costing $3,000, and so forth, until in the 20th 
year all the company’s 20 machines costing $20,000 are eligible. 
Thereafter, the new depreciation allowances can be applied to all the 
machines. 

The net loss in revenue to the Treasury from the proposal is illus- 
trated by the following table comparing the depreciation deduction 
of the company under the ordinary method and under the double-rate 
declining-balance method: 








eee a 





Double-rate depreciation 





Ordinary depreciation 























deduction (10 percent) deduction (5 percent) Excess of 
Year ind number of eligible |———--——- ———- a double-rate 
seachines Fach $1,000 Each $1,000 “nary de- 
“ , Total ofall | ** ’ Total of all eary ae 
machine in- wiathines machine in- mackings duction 
dividually dividually 
$100. 00 $100. 00 $43. 921 $43. 92 
90. 00 190. 00 48. 921 87. 84 
81.00 271. 00 43. 921 | 131. 76 
72.90 | 343. 90 43. 921 | 175. 68 
65. 61 409. 51 | 43.921 | 219. 61 
59. 05 468. 56 | 43.921 | 263. 53 | 
53.14 521. 70 | 43. 921 307. 45 
47. 83 569. 53 43.921 | 351. 37 | 
43. 05 612. 58 | 43. 921 395. 29 | 
38. 74 651. 32 | 43. 921 439. 21 | 
34. 87 686. 19 43. 921 483. 13 | 
31. 38 717. 57 43. 921 427. 08 | 
28. 24 745. 81 | 43.921 | 570. 97 | 
25, 42 771. 23 | 43. 921 614. 89 | 
22. 88 794. 11 43. 921 658. 82 
20. 59 | 814. 70 43. 921 702.74 
18. 53 833. 23 43. 921 746. 66 
16. 68 849. 90 43. 921 790. 58 
15. 01 864. 91 43.921 834. 50 
13. 51 878. 42 43. 921 878. 42 
878. 42 12, 094. 17 878. 42 9, 223. 42 








The revenue loss from the double-rate declining-balance depreciation 
reaches its peak in our example in the eighth year of its operation. 
Not until the 20th year does the depreciation at ordinary rates equal 
the accelerated depreciation. After the 20th year, both methods 
result in the same yearly depreciation deduction. Over the 20-year 
period during which the depreciation deductions differ the double-rate 
declining-balance method will result in total depreciation deductions 
of $12,094.17 as opposed to $9,223.43 under ordinary depreciation, or 
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an increase of 31.2 percent in the total depreciation deductions of the 
company for the 20-year period. There will, of course, be a corre- 
sponding decrease in the net profits of the company and the taxes 
which it will pay. 

The effect on the economy as a whole will be the same as the effect 
on the company in the example. The only difference is that the 
entire economy is currently replacing its factories, machinery, and 
equipment at the rate of about $31.7 billion per year instead of the 
$1,000 used in the example. 

Estimates of the staff of the Joint Committee on Internal Revenue 
Taxation show the loss in revenue from the changeover as $375 million 
in the first year, $1.050 billion in the second year, and $1.550 billion 
in the third year. These estimates are based on the assumption that 
capital replacements and additions and tax rates will continue at their 
present levels. Admittedly this assumption may be unrealistic, but 
in order to show the full impact of this provision some assumption of 
relevant facts has to be made, and we are assuming no change in 
present facts. On this same assumption, it is possible to predict the 
approximate total revenue cost of a changeover to the new deprecia- 
tion method. As more and more assets added after January 1, 1954, 
become eligible for the new method, the annual revenue loss will in- 
crease until it reaches, in 1960, a peak of $2.200 billion, on these same 
assumptions. Thereafter, as some of the assets employing the new 
method enter the later years of their useful lives when annual deprecia- 
tion allowances are lower under the new method than under present 
methods, the aggregate annual revenue loss will decline until finally, 
approximately 18 years from now, a point of equilibrium will be 
reached. Thereafter, if annual capital replacements and additions 
remain constant, aggregate annual depreciation under the new method 
should be at a level comparable to that under present law. But be- 
fore this point is reached, the enormous sum of $19 billion in revenue, 
under the assumptions used, will have been irretrievably lost. This 
is the true total cost of a shift to double-rate declining-balance depre- 
ciation. 

The following table shows anticipated losses by years, computed 
on the assumption that capital replacement and additions and tax 
rates continue at present levels: 


Estimated revenue loss 


Fiscal year ended June 30— ‘Jn millions | Fiscal year ended June 30— ‘millions 
375 55 


Figures in parentheses are revenue increases. 


The arguments for this measure are twofold. The first is that 
present Treasury depreciation policies are too strict and should be 
liberalized. The second is that more favorable depreciation will 
encourage capital investment, thereby increasing the productive 
capacity of the Nation and increasing prosperity. 








B14 INTERNAL REVENUE CODE OF 1954 


We think both of these arguments have some validity. But as to 
the first, the basic rules on computation of the depreciation allowances 
have been liberalized. At this time when the revenue demands on 
the Government are so extremely high that only limited tax reductions 
can be permitted, we believe there 1s no reason further to change the 
method by adopting a provision on increased rates as extreme as thie 
one proposed. 

It is questionable also whether present methods of depreciation 
have held back expansion appreciably. In 1946 when corporate tax 
rates were 38 percent, $15 billion was invested in business plant and 
equipment. In 1953, with the corporate rate at 52 percent and an 
excess profits tax rate of 30 percent, $28 billion was invested—almost 
twice as much. 

As to the second argument, we believe that an increase in productive 
capacity will result im a more stable manner from increases in the 
power to purchase what is produced than from the artificial stimula- 
tion of tax writeoffs. 

The possible $19 billion additional cost of this measure under the 
assumptions made raises the serious problem whether it can be enacted 
without seriously limiting our ability to accord other tax relief, not 
only this year but for the entire period during which its cost will be 
felt. We believe that other provisions of greater benefit to the average 
taxpayer have a prior claim. We base this view not only on considera- 
tions of fairness, but also on the fact that wide consumer tax relief 
will be of greatest benefit to the economy at this time. 


ELIMINATION OF Premium Payment Test For TAXATION OF LirE 
INSURANCE IN THE ESTATE OF THE INSURED 


The bill (sec. 2042) would make a basic change by excluding life- 
insurance proceeds from the taxable estate of the insured unless at 
his death he possesses “incidents of ownership” of the policy. Where 
the insured gives away the beneficial interest in the policy, but pays 
the premiums, the death benefits would no longer be taxed in his 
estate. 

Under present law, if a husband transfers ownership of an insurance 
policy on his life to his wife, but continues to pay the premiume him- 
self, the proceeds are still considered to be a part of the estate he leaves 
his wife on his death and are, therefore, included in his estate in 
computing the estate tax. 

It is sought to justify the change as merely putting life insurance 
on a par with other property which may be given away free from estate 
tax if the gift is not made “in contemplation of death.” But life 
insurance is not like other property. It is inherently testamentary in 
nature. It is designed, in effect, to serve as a will, regardless of its 
investment features. Where the insured has paid the premiums on 
life insurance for the purpose of adding to what he leaves behind at 
his death for his beneficiaries, the insurance proceeds should certainly 
be included in his taxable estate. 

We predict that if this provision becomes law, it will virtually do 
away with the estate taxation of life insurance. To avoid the tax, 
the insured need only assign the policy to his wife or other beneficiary. 
Since estates of less than $60,000 are nontaxable, only the wealthy 
will benefit. Nevertheless, we predict that the estate-tax revenue 
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loss will be substantial. Doubtless life insurance will come into great 
favor among persons of wealth as a means of avoiding estate taxes. 

The proposal goes even further than the Snethan of taxing life- 
insurance proceeds as a part of estates that prevailed prior to 1942, 
when an exclusion of $40,000 was provided, which Congress eliminated 
in the Revenue Act of 1942, 


DEFERRED COMPENSATION, Pension Trusts, Erc. (Secs. 401-404) 


GENERAL 


Present law encourages the establishment of pension plans for 
employees by providing for deductions of contributions to such plans 
by employers and by providing that the employees will not be taxed 
on these contributions at the time the contributions are made. The 
employees are taxable when they receive the pensions from the plans. 
Since the employee is not taxed until he receives the benefits, this type 
of compensation is commonly called “deferred compensation.”’ 

Safeguards have been provided in present law to insure that de- 
ferred-compensation plans do not discriminate in favor of high-paid 
employees, officials, and shareholders of corporations. 

Employee trusts are desirable and should be encouraged. The bill 
changes the tests which these trusts and plans must meet in order to 
receive favorable tax treatment. It is our belief that the changes 
provided in the bill go far beyond encouraging employees’ trusts and 
plans and will open up the use of these plans in a manner which will 
favor high-paid employees, executives, and shareholders to the detri- 
ment of low-paid employees. 


DISCRIMNNATION WOULD BE PERMITTED UNDER PENSION AND PROFIT- 
SHARING TRUSTS (SEC. 501 (E)) 


At present in order for pension and profit-sharing trusts to qualify 
for preferential tax treatment they are generally required to provide 
benefits for 70 percent or more of all employees or not to discriminate 
in favor of officers, shareholders, supervisory, or highly compensated 
employees. ‘The bill would change this so as to permit these plans to 
qualify even though they cover much smaller groups of employees, 
and even though they discriminate in favor of officers, shareholders, 
or key employees. 

If a corporation has more than 19 regular employees, the plan 
would qualify if either 10 regular employees or 25 percent, whichever 
is greater, are covered. If a corporation has less than 20 regular 
employees, it would qualify if 50 percent were covered, 

When these percentage requirements for employees covered are 
coupled with the provision that employees who have worked for a 
company less than 5 years may be excluded from the total number of 
its employees, it can be seen that very few employees in some cases 
would have to be covered in order for the plans to be approved. 
This could lead to the rankest kind of discrimination. 

It would be possible for a corporation, particularly one with few 
employees, to see to it that employees were with the corporation less 
than 5 years if it wanted to establish a plan which would provide 
for high-paid employees, officials, and stockholders, For example, 
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if there were 60 employees working for a corporation and 20 had been 
employed less than 5 years, a plan could qualify even though it only 
covers 10 employees. (Since 20 of the employees have been with the 
company less than 5 years, this would only leave 40 to be considered, 
and, since the plan could qualify by covering only 25 percent of the 
remaining 40, this would mean only 10 of the employees would have 
to be covered.) 

In case of a 1-man corporation, a trust could qualify by covering 
just the 1 employee. If only 4 employees are involved, and 2 ar 
stockholders, which is often the case where family corporations are 
involved, the plan would qualify by just covering the husband and 
wife, since this would be 50 percent of the 4 employees. 

Employers would also be given the broad discretion to set up any 
classification of covered employees that they desire. There would 
be the limitation provided that any group selected could not dis- 
criminate in favor of stockholder-employees or key employees. An 
employee would be considered a stockholder only if he owns 10 percent 
or more of the company’s stock, either directly or indirectly, and 
discrimination would be considered to exist if more than 30 percent 
of the total funds were used for such stockholder’s benefits. 

Key employees are defined as being the 10 percent in the highest 
pay brackets, but not more than 100 of the highest paid in a corpora- 
tion. Here discrimination would be considered to exist if key em- 
ployees comprised more than 10 percent of the participants in a plan. 
This would mean that in the case of the larger corporations with 
many thousand employees, the plan could be limited to the 1,001 
top-level employees and still be considered to be nondiscriminatory. 


DISCRIMINATION IN BENEFITS (SEC. 501 (E)) 


In addition to these invitations to discrimination in determining 
what employees shall be covered by a pension plan, the bill allows 
further discrimination in distributing benefits among employees 
covered by the plan. Existing safeguards barring discrimination in 
allocating benefits between top employees and others would be 
weakened. 

In the case of pensions and annuity plans, the first $4,000 of wages 
— could be excluded in determining benefits and contributions. 

enefits and contributions would have to be allocated equally to 
each $1 of wages or salaries above the $4,000 amount. This would 
mean that an employee with an income of $4,001 would have his 
benefits computed on the basis of $1 in income, while an employee 
with $10,000 in income would have his benefits based on $6,000 of 
income. 

When we realize that the average wage for industrial workers is less 
than $4,000 a year, it is easy to see that this provision will favor em- 
ployees at the top. 

In the case of profit-sharing and stock-bonus plans, the same rule 
as to contributions and benefits would apply to 75 percent of the em- 
ployers’ contributions; however, the remaining 25 percent of the 
employers’ contributions could be allocated so as to give higher paid 
employees up to twice as much per $1 of wages as in the case of 
low-paid employees. 
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ANNUITIES PURCHASED FOR AN EMPLOYEE BY AN EMPLOYER WOULD 
BE EXEMPTED FROM INCOME TAX 


Under present law, if an employer himself buys an annuity contract 
for an employee, the employee is taxable on the premium payments 
made by the employer if the employee has a nonforfeitable right under 
the annuity contract. These premiums are now considered as com- 
pensation, just as wages or salaries. 

The bill provides that the employee will not have to include the 
premiums in his income when the employer makes the payments. 
The employee would be taxable only when the payments are received. 
In most cases, this will mean after the employee has retired and, at 
that time, his tax rate will probably be much lower than when the 
premiums were paid by the employer. Thus benefits which are, in 
effect, additional compensation escape tax at the time payment for 
them is made by the employer. 

The ordinary person who desires an annuity must use the money 
which he has after paying his income tax in order to purchase the 
annuity. 


PREMIUMS PAID ON LIFE INSURANCE POLICIES PURCHASED THROUGH 
QUALIFIED EMPLOYEES’ TRUSTS NOT TAXABLE TO EMPLOYEE 


Under present law, when premiums are paid on a life insurance 
contract for an employee, the premium is considered to be a dis- 
tribution from the employees’ trust purchasing such a policy and the 
employee is taxable to the extent of the premium when it is paid. 

Section 402 (a) (4) of the bill provides that the premiums shall 
not be taxable to the employee when they are paid. The proceeds 


from the insurance would be taxable when distributed by the trust. 
This is another case where, in effect, what very properly can be con- 
sidered additional compensation would be permitted to escape tax 
since it would not be considered under the bill as being additional 
compensation. 


PAYMENTS FROM NONQUALIFIED TRUSTS GIVEN SAME TREATMENT AS 
THOSE FROM QUALIFIED TRUSTS 


Under present law, if an employee receives a nonforfeitable right to 
payments from a nonqualified trust, he is taxable immediately upon 
the employer’s contribution to a nonqualified trust. The employer 
is also given a deduction for the contribution. 

The bill would provide that the employee would be taxable only 
when he receives payment from the trust and the employer would get 
a deduction at that time. This is another case where tax on income 
would be deferred until the employee very probably is in a lower tax 
bracket, or until he is retired. 

The bill removes the distinction between rights which are forfeitable 
and those which are nonforfeitable at the time contributions are made. 
Since this provision means that the same general tax treatment is 
provided for employees whether they are under qualified or non- 
qualified trusts, the incentive for setting up qualified trusts will be 
considerably lessened. 
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ESTATE TAX EXEMPTION PROVIDED FOR PAYMENTS FROM EMPLOYEES’ 
TRUSTS 


Under present law, the value of an annuity or other payment 
received from an employees’ trust which forms part of a pension, stock 
bonus, or profit-sharing plan is included in the gross estate of an em- 
ployee for estate-tax purposes. 

Section 2039 (c) of the bill would exempt such payments from quali- 
fied plans from the estate tax. When we realize that the exemption 
for estate taxes is $60,000, we can see that this provision will benefit 
only wealthy employees and will not benefit the average employee. 


SUMMARY 


We are greatly concerned that the changes in the provision relating 
to deferred compensation not only will permit discrimination in favor 
of top employees and key executives of corporations, but will also pro- 
vide a device for the escape of ordinary income from tax. 


CorPORATIONS IMPROPERLY ACCUMULATING SURPLUS 


If corporations were completely free to accumulate earnings and 
profits beyond the reasonable needs of the business without making 
periodic distributions, by way of dividends, stockholders would easily 
escape a good measure of their tax. Accordingly, every revenue act 
since 1913 has included provisions to guard in some measure against 
this possibility. Section 102 of the present code, and predecessor 
provisions since 1921, have placed a penalty tax on the corporation 
used to avoid the surtax on its shareholders by permitting earnings 
and profits to accumulate without distribution. 


BURDEN OF PROOF SHIFTED TO COMMISSIONER OF INTERNAL REVENUE 


The basic change proposed by sections 531-536 is to shift to the 
Commissioner of Internal Revenue the burden of proving an un- 
reasonable accumulation of profits. This change disregards the basic 
purpose of section 102 of the present code. The section is a protective 
statute, intended to safeguard the revenues. While it may be difficult 
at times to ascertain the permissible limits of corporate accumulations, 
it by no means follows that the Commissioner should have the burden 
of establishing those limits. If officer and directors are the best 
judges of a corporation’s needs, they are, by the same token, the 
very persons who should bear the burden of proof. 

With very few exceptions, the taxpayer has the burden of proving 
the facts throughout the administration of the tax laws. This is as 
it should be since the facts are almost invariably within the control 
of the taxpayer. This is especially true in the case of unreasonable 
accumulations of earnings and profits, since the officers and directors 
are particularly informed as to the circumstances which may justify 
accumulations. 

The bill would allow any “reasonably anticipated need” to serve 
as an excuse for accumulation. This would be a further liberalization 
which would reduce the effectiveness of the provision, 

















sit 
sll 
or 
to 
m 


m 
Mm: 
Wl 
pu 
po 
su 


m 
ch 


ste 
su 





INTERNAL REVENUE CODE OF 1954 B19 


PUBLICLY HELD CORPORATIONS ALLOWED TO ACCUMULATE SURPLUS 


Section 532 of the bill would exempt so-called “publicly held” 
corporations from the application of the accumulated earnings tax. 
A “publicly held” corporation is defined as a corporation which has 
more than 1,500 stockholders with no one individual owning more 
than 10 percent of the stock. There is no apparent justification for 
allowing a larger corporation to accumulate its earnings improperly 
while penalizing a smaller corporation for so doing. The fact that 
few of the larger corporations have been subjected to the additional 
tax may well be the result of their awareness of the section and their 
duty to their stockholders to avoid its penalty. To exempt them 
completely could be an open invitation to accumulate earnings and 
permit their shareholders to avoid tax on their dividends. 


EXISTING LAW SHOULD NOT BE WEAKENED 


We believe that the changes proposed weaken existing law con- 
siderably and will encourage tax avoidance. This is especially true 
since the rates of 27% percent on the first $100,000 and 38% percent 
on any additional surplus improperly accumulated are low penalties 
to prevent the avoidance of far higher taxes on the stockholders in 
most cases, 


CorPoRATE DistrrBpuTIONS AND ApjusTMENTS (Secs. 301-391) 
GENERAL 


The provisions of subchapter C (secs. 301-391) are perhaps the 
most complex in the proposed new code. They cover an area of 
major tax significance. The use of the corporate device is replete 
with opportunities for tax manipulation, generally obscured from 
public understanding, to enable the shareholder to withdraw cor- 
porate earnings and profits and escape from the higher individual 
surtax rates on dividends. 

Due to the complexity of this subject, time has not permitted us to 
more than analyze these sections on their surface. The commeuts 
which we make below appear to us to be well taken. Any legislative 
changes in this field should be made with caution and with full under- 
standing of their implications. We doubt that anyone can claim that 
such consideration has been given to this subject. 


PREFERRED STOCK “BAIL OUTS” 


A favored technique has been the preferred stock “bail out,” mask- 
ing as a tax-free dividend or recapitalization. Under this device a 
“closely held corporation’”’—that is, a corporation in which the stock 
is held by comparatively few individuals—can issue a dividend of 
preferred stock to the common stockholders, who then sell the pre- 
ferred stock for cash. Sometimes the sale of the stock is arranged 
before issuance and the stock is tailored to the requirements of the 
buyer. In some cases the stock is redeemed shortly after issuance. 

his device, where successful, results in substantial tax avoidance. 
Stockholders in high brackets pay tax on ordinary cash dividends at 
rates as high as 91 percent. But stockholders who obtain their 
cash from sale of stock received as a dividend pay at most a capital- 
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gains tax on the sale at a maximum rate of 25 percent. Yet, when 
these carefully planned transactions are completed, the stockholders 
and the corporations are frequently in exactly the same position as 
if a cash dividend had been declared. 

An example of how a “bail out” works will show specifically how 
this can be accomplished. 

Corporation A has outstanding only common stock, owned by a 
limited family group. The company has accumulated earnings and 
profits of $10 million and is in a position to make substantial cas} 
dividend distributions upon which the recipients would be taxed at 
ordinary income (surtax) rates. To avoid that tax result, the con- 
trolling shareholders cause the corporation, through recapitalization 
or stock dividend, to issue $10 million of preferred stock to its share- 
holders. The shareholders have arranged to sell the preferred stock 
to an investor, perhaps an insurance company, and the terms of the 
preferred stock issue, such as its retirement and sinking fund features, 
are tailored to the purchaser’s investment policy. The new stock is 
issued and shortly thereafter the stockholders close the deal with 
the insurance company and receive the $10 million purchase price. 
Instead of being taxed at ordinary (surtax) rates, which reach a maxi- 
mum of 91 percent, on the $10 million if received as a dividend, the 
shareholders upon sale of the stock claim favored capital-gain treat- 
ment (25 percent) on the difference between the $10 million sale 
price and the allocated “base” for the stock. The shareholders have 
received the accumulated earnings and profits of the corporation 
without either liquidation or loss of business control and management. 

In the recent Chamberlain case, the Tax Court (18 T. C. 164 (1952)) 
held a distribution of preferred stock as outlined above to be taxable 
on issuance as a dividend. The decision was reversed by the court of 
appeals, Chamberlain v. Commissioner (207 F. 2d 462 (6th Cir. 1953)), 
which held the issuance of the preferred to be a tax-free stock dividend 
notwithstanding a prearranged sale and the taxpayer’s admission 
that the transaction was carried out to avoid taxes. Certiorari has 
been applied for to obtain Supreme Court review but the Court has 
not yet acted on the Government’s request. (Petition of the Govern- 
ment was denied on Mar, 8, 1954.) 

The basic problem is to close the “bail-out” loophole, while leaving 
corporations and their stockholders free to carry out legitimate changes 
in the capital structure and ownership of the corporate enterprises. 

The bill reaches a surprising solution to this problem. It simply 
narrows the loophole, instead of closing it. 

Section 309 would impose a tax on the corporation at the time any 
preferred stock is redeemed within 10 le eee its date of issuance. 
The tax to the redeeming corporation would be 85 percent of the 
amount paid out in redemption. 

The 10-year period may well prove only an inconvenient roadblock 
to be Sethaned, in reaching the same destination. Its mechanical 
certainty offers reliable guidance in charting such transactions to 
avoid tax. Conceivably in many instances redemption after 10 years 
will offer attractive investment opportunity to “bail-out” the share- 
holders in the Chamberlain pattern. 

The bill, by allowing preferred stock dividends to be issued and 
sold free of dividends tax, abandons the current Government position 
of asserting tax liability at ordinary rates at the time of issuance of 
the preferred stock in case of prearranged sale, This rule could be 
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retained at least as a complement to any adequate event-of-redemp- 
tion rule. 

In our opinion, the restrictions in the bill are inadequate to stop 
the tax-avoidance practice it is designed to meet. Stockholders can 
continue to extract money from corporations by receiving and selling 
stock dividends, providing the purchaser is willing to retain the stock 
for 10 years as an investment. Moreover, stockholders of thousands 
of corporations now holding preferred stock issued more than 10 years 
ago will not be affected by this waiting period. They will be able to 
transfer their preferred stock for cash and cause its immediate re- 
demption. (See W. P. Hobby, 2 T. C. 980 (1944); Stanley D. Beard, 
4 T. C. 756 (1945); Leona K. Moore, 5 T. C. M. 133 (1946).) Stock- 
holders of corporations which do not now have preferred stock can 
likewise easily skirt this obstacle by planning ahead. They need 
only cause their corporations to issue preferred stock at once. After 
10 years have passed, they will be able to extract cash at capital-gain 
rates from the corporation whenever they wish by simply selling pre- 
ferred stock and causing its immediate redemption. 

Moreover, the transfer tax of 85 percent imposed upon quick 
redemptions of preferred stock is too low to deter stockholders from 
using the dividend, sale, and redemption device in all cases. This 
85 percent tax on the corporation is equivalent only to a dividend 
tax on the stockholder of lea than 46 percent or, coupled with the 
maximum possible capital gain tax, a total tax rate of less than 60 
percent. ‘These are well below top bracket surtax rates. Thus, at a 
total cost of $185, a corporation can deliver a preferred stock dividend 
of $100 to a stockholder and redeem it at once from his purchaser. 
The stockholder will be able to keep at least $75 after paying the 
capital-gain tax on the sale. In contrast, if a corporation declares 
an ordinary cash dividend of $185 to a stockholder in the 91-percent 
bracket, he will keep, after taxes, only $16.65. 

We believe that means can be devised effectively to close this 
loophole. Further consideration should be given to such possible 
remedies as imposing a dividend tax upon sale or redemption of pre- 
ferred stock under appropriate circumstances, as recommended by 
the American Law Institute (Federal Income Tax Statute, February 
1954, vol. 2, sec. X519 (g)). 


SUBSTANTIALLY DISPROPORTIONATE REDEMPTIONS 


Another mechanical rule, which should be critically appraised, is the 
“substantially disproportionate redemption” rule (sec. 302 (a) (4)). 
At present, a pro rata redemption of stock (absent complete liquidation 
or qualified partial liquidation of the business) is equivalent to a divi- 
dend distribution and is taxed at ordinary income (surtax) rates. The 
bill would allow this result to be avoided by a “substantially dis- 
proportionate redemption.” The test provided is whether, after the 
redemption, the shareholders’ percentage of participating stock owner- 
ship is less than 80 percent of his percentage prior to distribution. 
Assume that stockholder X owns 9,000 out of 10,000 (90 percent) 
outstanding shares of common stock (the only “participating” stock) 
of corporation A. Stockholder X is in control of the corporation and 
wishes to realize in part upon its earnings and profits without ordinary 
income tax consequence and without substantially relinquishing con- 
trol of the enterprise. Under the bill, he may cause redemption of 
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721 shares, retain 71 percent of control, and obtain capital-gain treat. 
ment of his gain upon the redeemed stock. The adequacy of this 
provision is open to question. 


ABANDONMENT OF THE “PROPORTIONATE INTEREST” RULE 


Section 305 of the bill would abolish the “proportionate interest” 
rule and allow stock distributions by a corporation of its own stock, 
common or preferred (or rights) without tax consequence to the share- 
holder at the time of issuance. Under existing court decisions, 
whether a preferred-stock dividend is taxable when issued depends on 
whether the proportionate interests of the shareholders in the assets 
and earnings of the corporations have been changed by the distribu- 
tion. The application of that rule involves some perplexities and 
uncertainties, it is true; but before abandonment of taxation at the 
time of issuance the alternatives should assure strong safeguards 
against tax avoidance through bailouts and sales. Thus section 305 
further underlines the importance of critical and mature appraisal of 
the substitute tax measures devised in this bill. 


SUMMARY 


The comments above do not attempt exposition of the provisions 
of subchapter C, or even their more salient effects. But the complex- 
ity of the subject and the history of subversion of prior tax enactments 
in that field caution against anything more than tentative acceptance 
upon the premise of further opportunity for full public exploration. 
To indulge a generality, the suggested new provisions, on balance, in 
contrast to existing law, court decisions, and administrative rules lean 
heavily in the direction ‘of tax postponement. The attempt to obtain 
rules of mechanical certainty is laudable for the practical purposes of 
taxation, but in this field of ingenious adaptation the line must well be 
drawn beyond the shadow of easy manipulation. 


Tax TREATMENT OF FOREIGN SUBSIDIARIES AND BRANCHES 


14-PERCENTAGE POINT TAX DIFFERENTIAL 


The bill (see. 37) provides that income of domestic corporations 
from foreign branches and subsidiaries shall be taxed at a rate 14 
percentage points lower than the regular corporate rate on income 
from domestic sources. The revenue cost of this provision is estimated 
at $147 million in fiscal year 1955. 

The discrimination would exist in favor of corporations with 
foreign investments and against those which earn this income at 
home. 

The measure also favors corporations as against individuals and 
partnerships doing business abroad. 

As an incentive for American capital to aid in the development of 
backward areas, the provision is a tax inducement to a private enter- 
prise point 4. ‘We are in heartiest accord with this objective. But 
since the provision is inherently discriminatory, we believe that its 
coverage should be only as broad as is absolutely necessary to ac- 
complish the objective of inducing new foreign investment in back- 
ee areas. The coverage of the proposed measure is much too 

road. 
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In the first place, the 14-point differential is not restricted to new 
foreign investment. Therefore, for a considerable number of years 
the sacrificed revenue will provide primarily an unexpected windfall 
for corporations fortunate enough to have made foreign investments 
in the past. Nor is this favorable tax treatment confined to invest- 
ment in underdeveloped areas. Thus much revenue will be sacrificed 
as a benefit to past investment or inducement to future investment 
in countries with mature economies and with less need of our investment 
than underdeveloped areas. 

If the Government is to sacrifice tax revenues to accomplish a 
national purpose, it should do so as fairly and economically as pos- 
sible. At this time it appears desirable to restrict the benefits of the 
14-point tax incentive to income from new investment in under- 
developed areas and areas where it is needed. These two limitations 
would confine the scope of the measure to desired purposes and would 
greatly reduce its cost. They would eliminate the discrimination 
between domestic and existing foreign investment. Further study 
should be given to the other aspects of this provision at a later time. 


DEFERMENT OF TAX ON INCOME OF FOREIGN BRANCHES OF 
CORPORATIONS 


The bill (secs. 951-958) would permit domestic corporations to 
defer payment of tax on income of foreign branches until the income 
is brought back to the United States. At present, domestic corpora- 
tions must include income of their foreign branches in their tax returns 
in the years in which the income is earned by the foreign branches. 
Not only would the provision allow the domestic corporation to choose 
the year in which it desires to be taxed on foreign income, but it 
appears to create unnecessary loopholes and ambiguities. In any 
event, the following items concern us and we believe that further 
consideration should be given to them: 

(1) Income brought home is measured by comparing the investment 
of the domestic corporation in the branch at the beginning of the year 
and at the end of the year. The possibility of creating special facts 
for these dates only is obvious. Apparently, there is nothing in the 
bill to prevent the domestic corporation from avoiding all tax on its 
foreign income by maintaining the same level of foreign investment 
on these two dates. For example, a corporation could bring $1 million 
in income from a foreign branch into the United States on Janaury 2, 
and then ship it back out of the country on December 30, bringing it 
hack in again on the following January 2. In this way, the level of its 
.vreign investment, as measured under this bill, would technically be 
the same on just 2 days of the year—January 1 and December 31— 
but the domestic corporation enjoys the benefit of having the foreign- 
branch income in its possession for the other 363 days—tax-free. So 
long as earnings withdrawn from the foreign branch are returned by 
the last day of the year, there would appear to be no reason why the 
domestic corporation could not enjoy the use of the money for the 
remaining 363 days of the year and still avoid any tax on the income. 

(2) The foreign branch may deduct from its income foreign taxes 
which it has paid. Then when the domestic corporation brings the 
income back to this country, it is entitled to an additional credit for 
the taxes paid the foreign country. Thus, if the foreign branch earns 
$50,000 and pays $12,500 of this amount to the foreign country in 
taxes, the bill would allow this $12,500 in foreign taxes to be deducted 
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from the branch income. And when the remaining $37,500 is brought 
home, the bill further allows the domestic corporation to reduce the 
amount of its United States taxes in the amount of the $12,500 foreign 
tax. In this way it gets a double credit for its foreign tax bills. 

(3) The bill would give corporations with foreign branches the 
advantage of being able to offset the early losses of a foreign branch 
against its profits from domestic operations, thus reducing its income 
tax. Then in later years, when the branch begins to operate at a 
profit, the domestic corporation can delay paying taxes on that profit 
simply by not bringing the profit into the United States. Thus, these 
corporations have an ‘“‘everything to gain and nothing to Ise’ tax 
advantage from their foreign branches. 

(4) Under the bill domestic corporations may be able to declare 
dividends which will be legal under State dividend laws, because 
based on earnings of the branch, but which will be nontaxable to the 
stockholder because not yet included in the domestic corporation’s 
earnings under this provision. 

Although it may be desirable to accord treatment to foreign branches 
similar to that now accorded to foreign subsidiaries, we believe that 
the provisions in the bill should be tightened so as to eliminate these 
areas of possible abuse. 


ConsoLipATED RETURNS 
REDUCTION OF TEST OF AFFILIATION FROM 95 TO 80 PERCENT 


The bill proposes (sec. 542 (b) (2)) to reduce the stock ownership 
requirement for filing consolidated returns from 95 to 80 percent. 
The reduction would appear unfair to the 20-percent minority stock- 
holders who may well see their possible benefits from an operating 
loss carryback or carryforward, for example, wiped out by consolida- 
tion with the other income of the majority stockholder, 
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VIEWS OF HALE BOGGS 


I fully subscribe to the minority views, except those on the provision 
relating to the exclusion and tax credit for dividends. While a valid 
argument might be advanced that this is not the time, because of the 
urgent necessity for an increase in exemptions, to urge the dividend 
relief, I cannot subscribe to the attack on the principle involved. 

This is the only area in the whole Federal tax structure where 
double taxation exists in fact, and until recent years this was recog- 
nized in our tax structure. In addition to this, failure to take some 
action would continue this discrimination. 
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Mr. Wotverton, from the Committee on Interstate and Foreign 
Commerce, submitted the following 


PRELIMINARY REPORT 
FOREWORD 


The Committee on Interstate and Foreign Commerce is pleased to 
transmit to the Congress this preliminary report of the committee, 
summarizing important facts about health and disease today. 

This committee ever has been keenly aware of its legislative respou- 
sibilities in the field of health. Further in discharge of these respon- 
sibilities, the committee last fall after the adjournment of the Congress 
initiated a health inquiry, the first phase of which was a study of our 
present-day knowledge of the causes, prevention, and control of some 
of the principal diseases of today. 

While this inquiry is continuing at the present time, and will result 
in further reports to the Congress, it has seemed to the committee that. 
the testimony concerning these major diseases has been so significant 
and comprehensive that it warrants being drawn together in this pre- 
liminary report so that all may have the benefit of this knowledge. 

In this first phase of the inquiry relating to disease, the committee 
was concerned specifically with finding out just what has been ac- 
complished, how it has been accomplished, what the problems are, 
what the immediate future holds, and what additional steps might be 
taken by way of research, or other measures, to hasten relie? from these 
dreadful diseases, mitigate human suffering, and curtail the losses 
which disease inflicts on our national economy. ‘Testimony on this 
subject was given to the committee last October, as a necessary back- 
ground for the second phase of the inquiry which represents a study of 
ways and means of providing protection for the American people 
against the heavy burden, and all too frequent financial catastrophe, 
arising from the major i]lnesses. 


mI 





IV FOREWORD 


The hearings from October 1 through October 12, 1953, the essen- 
tials of which are contained in this document, were conducted as a 
series of panel discussions. Participants were 95 distinguished phy- 
sicians, scientists, and laymen. The committee’s purpose in asking 
them to come before the committee was to advise the members on the 
current status of knowledge in specific fields, to document the extent 
of public and private efforts to find the causes of and to control disease, 
and to highlight the health problems and health needs of the Nation 
today. 

The members of the committee were tremendously impressed by the 

caliber of the men and women who took part in these hearings. They 
demonstrated a keen knowledge of their fields, a splendid awarenes 
of their public responsibilities, a total willingness to cooperate and to 
coordinate their efforts, and an inspiring devotion to the high purpose 
of better health and more productive ‘life for all Americans. The 
committee is grateful for the participation and advice of this group 
of distinguished individuals. 

The committee directed its attention during this first phase of the 
health inquiry to heart disease, cancer, arthritis and rheumatism, 
poliomyelitis, tuberculosis, blindness, hearing defects, epilepsy, cere- 
bral palsy, muscular dy strophy, multiple sclerosis, diabetes, and men- 
tal illness. It was not possible to hear testimony on a host of other 
diseases. Most of the discussions, however, were broad enough to 
appear to be equally applicable to the whole field of medicine and 
public health. 

A brief summary of the conclusions and recommendations made by 
the witnesses to the committee is found at the beginning of the re port. 
Following the summary is a note on how the hearings were conducted. 
including a listing of all witnesses who testified in this part of the 
health inquir 

The main ‘oie of the report has two parts. Part I contains the 
essential views of the witnesses broken down into three major cate- 
gories: the toll of disease, the research attack against disease, and the 
prevention and control of disease. Part II assembles the nan 
of the witnesses by disease category: heart disease, cancer, ment: 
illness, neurological and sensory disorders, arthritis and rheumatism. 
diabetes, tuberculosis, and poliomyelitis. 

This preliminary report does not purport at this time to reflect con- 
clusions or recommendations of the committee. It is presented now 
only as the testimony received by the committee. It contains state- 
ments and opinions of qualified persons on subjects which are close 
to the heart of the people and timely for the consideration now being 
given to our public health. The committee, with a deep and con- 
tinuing interest in the whole field of health, is concerned that tie 
many problems posed by its current health inquiry shall not go un- 
solved. This document reflects some of those problems. 


Cuartes A. Woiverton, Chairman. 
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SUMMARY OF THE TESTIMONY 
THE BURDEN OF DISEASE 


Disease imposes on the Nation an economic burden—partly visible 
and partly hidden—of major proportions. 

While there exists no fully accurate measure of that burden, some 
of the major elements of cost can be clearly identified. For example, 
the annual tax bill for care of the mentally ill in public institutions 
is $1.1 billion, and the cost is increasing at the rate of $100 million 
each year. ‘Tax-supported tuberculosis hospitals cost $630 million 
per year. Pension and compensation payments to veterans with heart 
disease disabilities amount to $168 million per year. 

These costs are visible. Added to them is the even larger hidden 
burden that takes the form of lost manpower to industry and to the 
Armed Forces, lost production, lost wages, lost income tax. The cases 
of cancer alone that were diagnosed in 1953 have been estimated to 
cost society $12 billion in lost goods and services. More than $2 bil- 
lion was estimated to have been lost in 1951 in productivity as a result 
of heart disease. Arthritis, which cripples approximately 10 million 
people and permanently disables 1 million, costs the Federal Govern- 
ment more than $75 million a year in income taxes because of wage 
earners unable to work. In World War II, more than 2% million 
men were lost to the Armed Forces—either rejected before induction 
or discharged afterward—because of mental disorders. 

In addition, disease imposes on many individuals and families an 
economic burden that is often unbearable without extensive outside 
help. Few families can afford from their own resources to pay the 
$4,380 involved in hospitalization of a chronic heart patient for 1 year. 
The $10,000 cost per year of keeping a patient in an iron lung is a 
fantastic sum for virtually all patients. The monthly cost at a cere- 
bral palsy center offering the full range of medical, psychological, and 
social services may average as much as $750 per child, 

Taken together, these visible and hidden costs of disease are cata- 
strophic in human as well as economic terms. They break and shatter 
families. They are matters of grave concern for the States and local 
communities. And, for the Nation as a whole, they constitute a real 
and serious threat to continued progress along the path leading to 
strength and security. 


THE RESEARCH ATTACK 


The most promising weapon now available for attack upon disease 
is through a national medical research program that will progressively 
produce means of treatment and ultimately determine causes and open 
the way to prevention and cure of disease. 

Substantial progress has been made in dealing with diseases previ- 
ously considered incurable. This is attributable in large measure to 
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the remarkable increase in the total medical research effort of the Na- 
tion since 1945. This expansion has seen the growth both of research 
related to specific diseases and more basic research on underlying 
causes of disease. Expansion of support for medical research has been 
from both private and Federal sources, and the Federal aid has stimn- 
ulated rather than replaced private support. 

The States might appropriately undertake wider responsibility for 
research. However, that does not relieve the necessity of continuing 
and extending Federal support of medical research in the universities, 
medical schools, hospitals,*and other nonprofit laboratories of th. 
Nation. 

Maintenance of the variety of existing sources of support for all 
kinds of medical research appears to be of fundamental importance. 
The public and private agencies supporting medical research have 
established relationships that ensure productive cooperative effort and 
preclude unnecessary duplication of effort 

There is no curtailment of the freedom of individual investigators 
or interference with their scientific work by Federal or private re- 
search-supporting agencies. On the other hand, such research support 
has tended to influence the direction of the Nation’s medical research 
effort toward basic and applied research in those chronic disease areas 
(such as cancer, heart, neurology, arthritis, etc.) that are becoming 
progressively more important and for which support can be most 
readily obtained. 

Although the general picture of progress is encouraging, wide and 
important gaps in knowledge remain to be filled in. In no field of 
research are finds adequate to permit investigators to follow all the 
leads which warrant immediate study. A _ diversified scientific 
approach to medical research is essential, with support provided on 
a scale sufficient to permit both laboratory and chin ‘al work and 
with fredom to shift emphasis at any stage as dictated by the needs 
of science. 

In this connection, the prevailing research project form of support 
by private and public agencies may need revamping. Even though 
this system has been extensively modified so that support for research 
is normally for periods longer than 1 year, the existing system stil 
does not provide the flexibility required if the efforts of investigators 
are to be most productive nor the degree of continuity required for 
complex investigations. 

The whole area of medical research would derive great benefit from 
more intensive efforts to uncover the ultimate basic processes which 
explain health and disease. It is a matter of high priority to expand 
such work. 

Experts in research related to specific diseases generally are of 
opinion that there is a basic need for a strong advanced educational 
system as the indispensable underpinning for all medical research. 

A threat to future progress in medical research arises from inace- 
quate attention to the training of manpower. Manpower shortages 
are developing in many fields, particularly in the medically related 
sciences. While the existing corps of competent investigators can 
productively use additional funds, planning aimed toward the expan 
sion of the Nation’s future supply of medical research manpower, bot! 
basic research investigators and research physicians, is a matter of 
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utmost urgency. In part, the impending manpower shortage is the 
result of the financial crisis faced by many universities and medical 
schools, which are now unable to finance an adequate number of 
secure and rewarding full-time senior faculty positions. This prob- 
lem could be substantially alleviated by provision of funds for research 
sitions having tenure and stability. 

There is a relative paucity of fellowships and other forms of fi- 
nancial aid to draw and keep able younger people in medically re- 
lated research. In addition, universities and medical schools, con- 
sidered as a whole, are not now financially able to construct badly 
needed research and teaching facilities. 

In summary, the two outstanding medical research needs are (1) 
to attract more persons of ability into research careers related to medi- 
cine, and (2) to improve the present methods of supplying support 
for research and its related needs. 


THE ATTACK ON DISEASE BY PREVENTION, CONTROL, AND REHABILITATION 


More is now known about the prevention and control of many dis- 
eases than is being applied. Research in many fields has provided 
a stockpile of detection, diagnosis, and treatment methods that are 
not being fully utilized. As one example, almost half of all cancer 
can be cured if it is detected and treated in the early stages; yet of 
this half, only half is being cured. As another example, the fully 
effective application of known control measures could virtually elimi- 
nate tuberculosis as a major health problem, even though improved 
methods of treatment are needed. 

Failure to apply existing knowledge can be traced to many sources, 
and success in fully applying knowledge will depend on a broad at- 
tack. Too few people know the early symptoms of chronic disease. 
This is a problem of public education. ‘Too few of those who do are 
inclined to do anything about it. This is a problem of motivation. 
Too few of those who are motivated have good diagnostic help avail- 
able to them at a price they can afford. This is a problem of medical 
economics. 

Public and private agencies have undertaken an educational pro- 
gram that is producing results. Bringing venereal diseases, cancer, 
and mental illness out of the realm of superstition and conspiratorial 
silence has been a public health achievement of the first magnitude. 
However, statistics demonstrating the gap between cases curable and 
cases cured prove that much more remains to be done. 

Since some diseases cannot, with existing knowledge, be prevented 
and since many diseases leave lasting disabilities, rehabilitation 
should be a major weapon in dealing with disease. 

Rehabilitation pays economic dividends. The 67,000 handicapped 
people rehabilitated by the Federal-State program of rehabilitation 
earned $16 million per year before and $116 million per year after 
rehabiliation. However, the Nation is collecting only a small part of 
this dividend. For example, $70 million per year is spent for public 
assistance payments and medical care of the blind, but only $12 mil- 
lion per year to rehabilitate the blind. The rehabilitation job re- 
nae to be done is so large that it must be a joint public-private 
effort. 
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It is evident that serious gaps exist in our statistical information oy 
disease—the number of deaths per year, the number of people il] or 
disabled at any one time, the cost of disease to individuals and 
families, and so ferth. The information that is available seems ade. 
quate to establish quite firmly the magnitude of the disease problem 
and the desirability of more intensive efforts to prevent, control, and 
cure disease. But the number of persons afflicted with some diseases 
is only an informed guess. ‘The time period for which information 
is available differs from disease to disease. ‘The criteria for and 
means of measuring the economic effect of diseases vary from disease 
to disease. It may well be that the Nation needs a comprehensive 
study of the health status of its citizens, conducted scientifically to 
provide a detailed and reliable measure of the disease problem and 
repeated at intervals frequent enough to give the Nation a reasonably 
current picture of its health. : 


PROGRESS AND GOALS IN FIGHTING DISEASE 


The first objective of this portion of the health inquiry was to secure 
a clear picture of the major diseases themselves—what the disease 
processes are, how diseases affect people physically and emotionally, 
the extent to which specific diseases may be prevented, halted, amelio- 
rated, or cured, and the outlook for further advances. 

The testimony of physicians and medical research experts made 
clear the infinite diversity of disease and the wide variations in our 
present ability to cope with disease. 

Nevertheless, progress toward effective treatment of many diseases 
has been rapid during the past few years. A number of diseases 
formerly considered aaa can now be cured. Even where cure 
is as yet impossible, the effects of many diseases can be eased and life 
extended. 

A full understanding of the underlying cause of many diseases 
such as cancer, heart diseases, mental illness, and neurological dis- 
orders—appears to be years and in some cases decades in the future. 
But a great deal of progress is possible without full knowledge of the 
cause. 

More is now known about disease than is being applied. To achieve 
maximum progress, the research attack must be continued and new 
emphasis <a on efforts to translate knowledge into improved medi- 
cal and public health practice. 

Some of the highlights of testimony relating to specific diseases ap- 
pear below: 


Heart disease 


Remarkable changes have taken place in the attitude of both physi- 
cians and the public toward heart disease. Fear and fatalism were, 
until recently, the prevailing attitude; a verdict of heart disease was 
considered tantamount to a death sentence. This has been drastically 
changed. More knowledge has been won in recent years than had been 
gained in all the centuries before. 


Today, there is a strong and growing awareness that heart disease, 


which causes 1 out of every 2 deaths and numbers some 10 million suf- 
ferers, is not unconquerable. There is increasing recognition that 
something can be done now about heart disease. 
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Treatment with the sulfa drugs or antibiotics can halt the strep in- 
fection responsible for rheumatic fever and rheumatic heart disease. 
People with these diseases can be protected significantly against recur- 
rences by daily treatment with these drugs. But this treatment is 
expensive, and it is difficult for patients to keep up the treatment. The 
final answer has not been found. Heart valve deformities often found 
in people with old cases of rheumatic heart disease can be corrected 
by new surgical techniques. 

‘ Drugs that can effectively lower blood pressure without producing 
severe reactions in patients have been recently developed. But more 
pra pie pon longer lasting, and less toxic drugs still have to be 
developed. 

Drags to prevent the formation of crippling and killing blood clots 
that often form and break loose in the veins of people with high blood 
pressure have been developed. These improved anticoagulants are 
saving many lives. 

And intensive and promising search for the biochemical and meta- 
bolic abnormalities responsible for high blood pressure is in progress 
inmany laboratories, but the answer is not in sight. 

Research is making clear the fact that such things as protection of 
the mother against virus infections and excessive radiation exposure 
(X-rays, for example) during the early months of pregnancy, applica- 
tion of new knowledge with respect to dietary requirements, and 
improved treatment of glandular disturbances can prevent a large 
proportion of congenital heart defects. Meanwhile, new surgical 
techniques permit the correction of a substantial proportion of the 
congenital defects that have not been prevented. 

These accomplishments, although important, are small in compari- 
son with the job that remains to be done. The basic causes of the 
most common types of heart disease, hardening of the arteries and 
high blood pressure, remain unknown. Their discovery, and the 
progress in prevention and treatment that will follow, remain in the 
future. There is, however, confidence that with a continuing, 
strengthened, nationwide attack, much if not all of the untimely deat 
and disability from heart disease can be mastered, it is hoped, within 
a relatively limited number of years. 

Cancer 

The net effect of recent advances in diagnosis and treatment of 
cancer is to make possible the cure of half of all cancers if the cancer 
is detected in the early stages. But of this potential cure rate, only 
half are actually being diagnosed and treated early enough to effect 
a cure. 

Radioactive isotopes permit more effective treatment of many forms 
of cancer than is possible with machine-produced X-rays. 

New surgical techniques—such as removal of adrenal glands for 
advanced breast and prostate cancer, together with administration of 
hormones to substitute for the glands—add to the life of victims of 
this form of the disease. 

Cancer of the blood—leukemia—can be kept under control for 
months and in some cases for years, even though a cure for the disease 
is not available. 

New diagnostic tests that are simple and specific permit very early 
diagnosis of cancer of the cervix and uterus. Since surgery can cure 
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the great bulk of cancers of this type in the early stages, disappearance 
of this form of disease is now largely a matter of early diagnosis and 
treatment. 

On the other hand, prevention of all forms of cancer and cure of 
all detected cancers are now future goals. Research—intensive and 
continuing—is the major hope over the long pull. 


Mental illness 


Although the causes of the major mental illnesses are still unknown, 
rapid strides have been made in the effective treatment of the mentally 
ill. Today, 60 percent of all patients admitted to State mental hos. 
pitals with a diagnosis of schizophrenia are released within 1 year, 
Improved techniques and therapies make it possible to return to their 
communities two-thirds of patients with involutional psychosis within 
1 year of hospitalization. Considerable advances have likewise been 
made in the extent to which persons suffering from mental deficiency 
can be trained to lead a socially useful life. , 

New knowledge about the part played by environmental stress in 
contributing to mental and emotional disorders, as well as to such 
organic complaints as hypertension, arthritis, and ulcerative colitis, 
is making it possible to handle such problems successfully. Improved 
scientific techniques and tools are being used to increase understand- 
ing of the structure and functioning of the human brain and nervous 
system. Much, however, remains to be learned about the causes, diag- 
nosis, and treatment of mental disease. 

Scientists believe that the answers to many of the unsolved questions 
about mental illness will be found in a broad spectrum of activity, 
ranging from anatomy of the brain to the cumulative psychological 
experiences of the individual throughout his life. To find the an- 
swers, more laboratory and clinical research, and more trained people 
to carry on the research and provide the treatment and preventive 
work are needed. 


Neurological and sensory disorders 


The possibility of resolving the problem of multiple sclerosis within 
the immediate future is not as promising as desired. The cause of the 
disorder is still unknown, and research has not even been able to elimi- 
nate several of the possible suggested etiological factors (such as 
allergy or a virus). With no treatment available, the fate of the 
multiple sclerotic has not changed materially since the disease was 
first observed in 1835 . 

The marked increase of research interest in this disorder, however, 
combined with the availability of new research techniques which make 
it feasible to study the structure, growth, and function of the myelin 
(the fatty sheathing of the nerve fibers destroyed in the course of 
multiple sclerosis) hold considerable hope for future enlightenment 
concerning this problem. 

Approximately 80 percent of all seizures may be partially or wholly 
controlled by drugs or by surgery. Only 20 percent, however, of the 
Nation’s one and a half million epileptics receive adequate treatment, 
a problem which is created partially by the inadequacy of medical 
facilities and personnel, but mostly by the prevalent social prejudice 
whereby the epileptic hesitates to identify himself as such. 

The main resolution of the problem of epilepsy seems to lie in the 
development of a cure for seizure. Promising leads in this direction 
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are found in recent, rapid developments in the understanding of the 
chemistry and metabolism of epileptic tissue, with the inherent possi- 
bility existing, thereby, for correcting these abnormalities. 

Within the past 3 or 4 years, the development of total rehabilitation 
procedures has been responsible for bringing a minority of the cerebral 
palsied to some degree of independent self-care. The possibility for 
extending these services to all those who may profit by them within the 
near future seems remote because the expenses of rehabilitation are 
great, and there is a dearth of medical and paramedical personnel 
trained to handle the enormous patient load. 

Some preventive procedures have been instituted in relation to preg- 
nancy and child-birth care, but these do not seem to have appreciably 
diminished the numbers of cerebral palsied born each year (10,000). 
Research in treatment has been initiated only within the past 2 or 3 
years, and while there is a good deal of promise in such studies as those 
on the regeneration of nerve tissue, it cannot be predicted when these 
findings will be applicable to cerebral palsy. 

Only in recent years has muscular dystrophy been recognized as an 
extensive public health problem. There are approximately 100,000 
cases of the disorder in the United States, more than half of which are 
children destined to die before maturity. There is no treatment for 
muscular dystrophy, no means of prevention. In a limited number of 
adult cases, where progression of the disease is slow, rehabilitation is 
sometimes useful. 

While research on this disorder has only begun, previous funda- 
mental studies on the nature of normal neuromuscular activity pro- 
vides a solid basis for understanding abnormal function, and it seems 
probable that within the next decade considerable light will be shed 
not only on the causes of muscular dystrophy but on other neuromus- 
cular disorders as well, 

Progress in the treatment of the blinding eye disorders has pro- 
ceeded with remarkable speed in the past decade. The development of 
surgical procedures for catarate and glaucoma which can control their 
insidious progress ,the use of ACTH and cortisone in the treatment of 
more than a dozen other diseases of the eye, and the development of 
corneal transplant techniques represent some of the progress which has 
helped control the incidence of blindness in the United States. 

Nevertheless the numbers of the blind continue to grow larger, put- 
ting a still greater burden on the inadequate facilities which have been 
established to serve them. It is clear that measures for the prevention 
of blindness and research into cures for blindness must be increased. 

The problem of deafness has probably received less attention than 
any other major medical problem in the United States. There are 
760,000 totally deaf in the United States, with another 3,500,000 who 
are partially so. Yet relatively little effort has been devoted to study 
of methods of treating disorders of the ear, with less than $200,000 
being devoted to such research. The chief efforts have been focused on 
the development of better hearing aids, and within industry greater 
effort has been made to protect personnel in jobs where hearing may be 
adversely affected. It is clear that methods of prevention can still be 
improved ; but the great need is for research leading to new methods of 
treatment. 
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Arthritis and rheumatism 

Arthritis and other rheumatic diseases afflict approximately || 
million Americans, of whom about 1 million are permanently disabled, 
The medical and socio-economic problem is usually underestimated 
by the public and physicians alike. 

With very few exceptions, these are conditions of which the cause 
and cure are unknown. The recent discovery, however, that rheuma- 
toid arthritis, the most serious rheumatic disease, responds to treat. 
ment by hormones such as cortisone opens many new doors in research, 
Investigators consider that this discovery launched a new era in medi- 
cal science. 

Although rheumatic conditions are usually incurable, most patients 
could benefit by known methods of treatment, such as hormone admin- 
istration and physical therapy. Control is impeded by a shortage of 
specially trained physicians and allied workers and by inadequate 
facilities. 

Intensive research, both laboratory and clinical, including funda- 
mental studies in biochemistry, would probably lead to means of pre- 
venting or curing most arthritis that has not progressed to an 
irreversible stage. 


Diabetes 


Diabetes is a chronic disease afflicting approximately 2 million 
Americans. New cases number at least 60,000 annually, and the inci- 
dence will probably increase in the future. 

To some extent, the disease can be controlled by insulin and diet. 
Insulin has increased the diabetic’s life span by 3 or 4 times, and ex- 
tensive efforts are being made to bring the unknown diabetics under 
treatment. Complications such as blindness, however, are serious 
problems, and their control is extremely difficult. Moreover, a serious 
shortage of insulin, now made only from animal glands, is likely 
to develop. 

The disease offers great opportunities for research. Although the 
‘ause is unknown, the fundamental disorder lies in the body’s mech- 
anism for utilizing sugar, and the science of biochemistry is making 
substantial progress in that field. Insulin cannot be produced syn- 
thetically at present, but intensive fundamental research in chemistry 
might show the way to synthesize it or yield an effective substitute. 

It is reasonable to assume that long-term, intensified research will 
lead to an understanding of the cause of diabetes, a means of pre- 
venting it, and even a cure. 


Tuberculosis 


Although deaths from tuberculosis have been dramatically reduced, 
this disease remains the seventh leading cause of death and the only 
communicable disease among the first 10 causes. There are roughly 
1,200,000 people in this country with tuberculosis, of whom 500,00 
are known to their health departments. 

The exact mechanism by which contact with the tubercle bacillus 
results in serious lesions of tuberculosis in some persons is not yet 
known. Good leads are at hand, but methods for following them to 
the desired end have not been developed. 

The primary needs in tuberculosis are for improved therapeutic 
drugs, better tests to determine if individual cases are active or in- 
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active, a Superior vaccine, and knowledge of how tuberculosis spreads 
from man to man. 

In recent years the treatment of tuberculosis has been enormously 
improved. New drugs, new surgical techniques, and improved diag- 
nostic aids have brought about advances which would make possible 
the virtual eradication of the disease if all the knowledge now avail- 
able could be effectively applied. 

Poliomyelitis 

In the field of poliomyelitis, the most notable progress in the last 
few years has been in the development of preventive measures. 

Results reported in 1953 supply significant hope that an effective 
vaccine will be available for general use within a few years. The 
year 1954 will see the initiation of large-scale trials in children of an 
inactivated virus vaccine under the auspices of the National Founda- 
tion for Infantile Paralysis. The vaccine is the work of a National 
Foundation grantee at the University of Pittsburgh. 

No one can now say whether the poliomyelitis vaccine which will 
find eventual acceptance will be this vaccine, or a modification of 
this vaccine, or an entirely different vaccine. But enough is known 
to justify belief that an effective weapon is near at hand. 

The other major advance against poliomyelitis concerns gamma 
globulin. This derivative of human blood was shown in field tests 
to have limited preventive value from the end of the first week through 
the fifth week after injection. On the basis of these results, gamma 
globulin was distributed to the States on a quota basis in 1953 for 
use incombatting poliomyelitis epidemics. Because its protection 
lasts only a few weeks, gamma globulin is viewed as an interim 
weapon pending the development of a true vaccine. 








A NOTE ON THE CONDUCT OF THE HEARINGS 


This preliminary report of the House Committee on Interstate and 
Foreign Commerce is based on four volumes of printed testimony, 
October 1-12, 1958. The hearings which gave rise to this testimony 
were conducted in an unusual fashion. eee of expert witnesses 
were given a free hand to discuss specific aspects of the diseases in 
which they were interested, as well as to exchange views on other mat- 
ters relevant to their areas of work. The committee observed, ques- 
tioned, and guided the discussions in general terms. The outcome was 
an extraordinarily informative and pertinent testimony, so broad and 
so rich in information and judgments that a summary can scarcely 
do it justice. 

Nevertheless, testimony on a number of important points was em- 
phatic and repeated independently by a number of prominent and well- 
informed scientists and laymen. These points seem relevant to con- 
gressional deliberations and at the same time appear to deserve wide 
dissemination as a matter of public education. 

The witnesses before the committee represented a diversity of pub- 
lic and private groups, as well as the individual points of view which 
are so essential if any problem to be placed before the Congress is to be 
seen in its entirety. 

A complete list of the witnesses follows: 


Heart disease: 


Andrus, Dr. E. Cowles, president-elect of the American Heart Association; 
associate professor of medicine at Johns Hopkins University; physician in 
charge of the adult cardiac clinic at Johns Hopkins Hospital. 

Berliner, Dr. Robert W., chairman, committee of laboratory chiefs, National 

Heart Institute, Public Health Service. 

Betts, R. O., executive director, American Heart Association. 

Jones, Dr. T. Duckett, medical director, Helen Hay Whitney Foundation, New 
York City; vice president of the Helen Hay Whitney Foundation; vice 
president of the American Heart Association and a member of the advisory 
committee of the National Heart Institute called the National Advisory 
Heart Council. 

McCormick, Dr. Edward J., president, American Medical Association; 
engaged in the active practice of medicine in Toledo, Ohio. 

Perdue, Dr. Jean Jones, member of the board of directors of the Miami Heart 
Institute, a member of the board of directors of the Miami Heart Associa- 
tion and a practicing physician in Miami Beach, Fla. 

Watt, Dr. James, Director of the National Heart Institute, Public Health 
Service. 

Wilkins, Dr. Robert W., associate professor of medicine, Boston University 
School of Medicine; director of the cardiovascular research laboratories at 
the Evans Memorial Hospital, Boston, and vice president of the American 
Heart Association. 

Wright, Dr. Irving S., past president, American Heart Association ; professor 
of clinical medicine, Cornell University Medical School. 

Cancer: 

Brucer, Dr. Marshall, Director, Medical Division, Oak Ridge Institute of 
Nuclear Studies. 

Bugher, Dr. John C, Director of the Division of Biology and Medicine of the 
Atomic Energy Commission; formerly with the Rockefeller Foundation, 

4 New York City. 
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Cancer—Continued 

Cameron, Dr. Charles S., medical and scientific director of the American 
Cancer Society; clinical assistant surgeon at the Memorial Hospital and 
the James Ewing Hospital in New York City. 

Cannan, Dr. R. Keith, chairman of the Division of Medical Sciences of the 
National Research Council. 

Doan, Dr. Charles, dean, College of Medicine, Ohio State University, Colum- 
bus, Ohio. 

Dunham, Dr. Charles L., Chief, Medical Branch, Division of Biology and 
Medicine, Atomic Energy Commission. 

Farber, Dr. Sidney, scientific director of Children’s Cancer Research Founda- 
tion, Boston; professor of pathology, Harvard Medical School; member of 
National Advisory Cancer Council. 

Godwin, Dr. John T., pathologist for the medical department of the Brook- 
haven National Laboratory on Long Island. 

Granger, Dr. Gordon A., Acting Medical Director of the Food and Drug 
Administration. 

Hasterlik, Dr. Robert, Argonne Cancer Research Hospital, Chicago, affiliated 
with the University of Chicago. 

Heller, Dr. John R., Director, National Cancer Institute, Public Health 
Service. 

Mider, Dr. G. Burroughs, Associate Director in Charge of Research, National 
Cancer Institute, Public Health Service. 

Meader, Dr. Ralph, Chief of the Cancer Research Grants Branch, National 
Cancer Institute, Public Health Service. 

Nathanson, Dr. Ira T., associate clinical professor of surgery at Harvard 
Medical School; director of Massachusetts division of American Cancer 
Society ; member of the staff of Huntington Laboratories; chairman of 
National! Research Council’s Committee on Cancer Diagnosis and Therapy. 

Rhoads, Dr. Cornelius P., scientific director of the Memorial Center for the 
Treatment of Cancer and Allied Diseases, New York City; director of 
the Sloan Kettering Institute for Cancer Research; professor of pathology 
at Cornell University College of Medicine. 

Rottino, Dr. Antonio, director of laboratories and pathologist for St. Vin- 
cent’s Hospital, New York City; director of Hodgkin’s research at St. Vin- 
cent’s Hospital; member of advisory committee of the Damon Runyon 
Foundation. 

Runyon, Mr. Mefford, executive vice president of the American Cancer 
Society. 

Teeter, Mr. John, Damon Runyon Foundation, New York, N. Y. 

Warren, Dr. Shields, First Director of the Division of Biology and Medicine 
of the Atomic Energy Commission ; now professor of pathology at Harvard 
Medical School and pathologist to the Deaconess Hospital in Boston. 

Wermer, Dr. Paul I., secretary, committee on research, American Medical 
Association, Chicago, Il. 


Mental illness: 


Blain, Dr. Daniel, medical director of the American Psychiatric Associa- 
tion; clinical professor at Georgetown University School of Medicine. 
Formerly director of the Psychiatric and Neurology Services of the 
Veterans’ Administration; member of the expert committee on mental 
health of the World Health Organization and consultant to the Public 
Health Service and the Veterans’ Administration. 

Braceland, Francis J., director of the Institute of Living, Hartford, Conn. ; 
clinical professor of psychiatry at Yale University. Formerly dean of 
a medical school; and wartime chief of psychiatry for the United States 
Navy; head of psychiatry at the Mayo Clinic. Secretary and president of 
the American Board of Psychiatry and Neurology. 

Felix, Dr. Robert H., Director of the National Institute of Mental Health, 
Public Health Service; clinical professor of psychiatry at Georgetown 
University; on the faculty of the department of public health at George 
Washington University. 

Kety, Dr. Seymour S., Associate Director in Charge of Research of the Na- 
tional Institute of Mental Health and of the National Institute of Neu- 
rological D’seases and Blindness; professor of clinical physiology at the 
University of Pennsylvania. 
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Sanford, Dr. Fillmore H., executive secretary of the American Psychologica 
Association; psychologist. Formerly engaged in teaching and researc) 
at Harvard University, the University of Maryland, and, most recently 
at Haverford College. 

Schlaifer, Mr. Charles, co-chairman of the National Mental Health Com- 
mittee ; formerly member of the National Advisory Mental Health Counc! 
member of the board of directors of the National Association of Menta} 
Health ; president of an advertising agency. 

Stevenson, Dr. George 8., associated with the National Association for 
Mental Health as medical director. Formerly president of the America: 
Psychiatric Association and consultant to a number of Government ager 
cies: Selective Service, the State Department, Labor Department, Pu! 
Health Service, Children’s Bureau, and Office of Vocational Rehabilitation 

Willey, Dr. Richard, executive assistant for the American Psychologica Art 
Association ; formerly research associate for the Council of State Gove 
ments. 

Wortis, Dr. Sam Bernard, professor of psychiatry and neurology at New 
York University College of Medicine; director of the psychiatric and 
neurologic services of the university hospital at the New York Universit) 
Bellevue Medical Center; consultant to several Federal agencies and 
several hospitals in the general metropolitan area of New York, 1! 
merly president of American Board of Psychiatry, the American Neuro 
logic Association, and several other medical and neuropsychiatric organ 
izations in America; served a 3-year term as a member of the National 
Advisory Mental Health Council. 


Neurological and sensory disorders: 


Bailey, Dr. Pearce, Director, National Institute of Neurological Diseases and 
Blindness, Public Health Service; clinical professor of neurology, George- 
town University, Washington, D. C. 

Brooks, Dr. Glidden L., medical director of the United Cerebral Palsy Asso 
ciations ; fellow of American Academy of Pediatrics. 

Elstad, Leonard M., LL.D., president, Gallaudet College, Washington, D. C 

Foote, Dr. Franklin M., physician: executive director of the National 
Society for the Prevention of Blindness, New York City. Formerly assist Di: 
ant professor of preventive medicine at Cornell Medical College. 

Forster, Dr. Francis Michael, professor of neurology and dean of the George 
town University School of Medicine; a past president of the American 
League Against Epilepsy. 

Glorig, Dr. Aram, Chief of the Army Audiology and Speech Correctior 
Center at Walter Reed Army Hospital; member of several societies which 
have to do with hearing and its ramifications. 

Gruber, Miss Kathern F., assistant director, American Foundation for the 
Blind, Inc. 

Hardy, Dr. William, director of Johns Hopkins Hospital hearing and speech 
center; on the faculty of the School of Medicine and Hygiene. a 

Johnson, Dr. V. L., professor of ophthalmology, Western Reserve University Lu 
School of Medicine. 

Kety, Dr. Seymour, Associate Director in Charge of Research, National In 
stitute of Neurological Diseases and Blindness, Public Health Service. 

Milhorat, Dr. A. T., chairman of the medical advisory board of the Muscular 
Dystrophy Association of America; associate professor of medicine, 
Cornell Medical College, and attending physician for the New York Hos 
pital and president of the New York State Board of Medical Examiners 

Owen, Carl M., member of the executive committee of the National Multiple 
Sclerosis Society. Senior partner of the law firm of Wilkie, Owen, Farr, 
Gallagher & Walton, New York. 

Sands, Dr. Harry, executive director, Epilepsy Association of New York. 

Shy, Dr. G. Milton, Clinical Director, National Institute of Neurological! 
Diseases and Blindness, Public Health Service; associate clinical professor 
in neurology, Georgetown University. 

Stone, Dr. Frederick L., Chief, Extramural Programs, National Institute of 
Neurological Diseases and Blindness, Public Health Service. 

Tankersley, Mrs. Ruth McCormick, president of the National Epilepsy 
League. 
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Neurological and sensory disorders—Continued 

Traeger, Dr. Cornelius, doctor of medicine and consultant medical director 
of the National Multiple Sclerosis Society ; consultant physician of Roose- 
velt Hospital; attending physician at the Hospital for Special Surgery; 
fellow of the American College of Physicians; fellow of the Academy of 
Medicine and the New York Academy of Science; member of the advisory 
council for the National Institute of Neurological Diseases and Blind- 
ness. 

Van Meter, Mr. Karl K., executive director of United Cerebral Palsy Asso- 
ciations. 

Walker, Mr. Hulan, National Council to Combat Blindness, Inc. 

Weisenfeld, Miss Mildred, executive director, National Council to Combat 
Blindness, Ine. 


Arthritis and rheumatism : 


Bunim, Dr. Joseph J., Chief of the Arthritis and Rheumatism Branch of 
the National Institute of Arthritis and Metabolic Diseases, Public Health 
Service: formerly engaged in the study of rheumatic diseases at New 
York University. 

Daft, Dr. Floyd S., Director, National Institute of Arthritis and Metabolic 
Diseases, Public Health Service. 

DeForest, Dr. Gideon K., associate clinical professor of medicine, Yale Uni- 
versity Medical School, chief of the arthritis clinic; medical director of 
the Arthritis and Rheumatism Foundation. 

Freeman, Mr. Thomas, executive director of the Arthritis and Rheumatism 
Foundation. 

Kenney, Gen. George C., president, Arthritis and Rheumatism Foundation, 
New York City. 

McEwen, Dr. Currier, dean, New York University College of Medicine; past 
president of the American Rheumatism Foundation. 

Ragan, Dr. Charles, associate professor of medicine at the College of Phy- 
sicians and Surgeons, Columbia University: president, American Rheuma- 
tism Association: in charge of the Faulkner Arthritis Clinie at Presbyte- 
rian Hospital in New York. 

Diabetes : 

Connelly, Mr. ¥. Richard, executive director of the American Diabetes As- 
sociation. 

Kurlander, Dr. Arnold B., Assistant Chief of the Division of Chronic Dis- 
ease and Tuberculosis, Public Health Service. 

Reed, Dr. John A., practicing physician ; secretary of the American Diabetes 
Association. 

Sprague, Dr. Randall G., president, American Diabetes Association; asso- 
ciated with the Mayo Clinic and the Mayo Foundation. 

Wilkerson, Dr. Hugh L. C., Chief of the Diabetes Section, Division of Chronic 
Disease and Tuberculosis, Public Health Service. 

Tuberculosis : 

Anderson, Dr. Robert, Chief, Division of Chronic Disease and Tuberculosis, 
Public Health Service. 

Barnwell, Dr. John B., Director of the Tuberculosis Service of the Veterans’ 
Administration central office. Formerly associate professor of medicine 
of the University of Michigan, and physician in charge of the tuberculosis 
unit. 

Funkhouser, Mr. Edward, executive secretary of the local District of Colum- 
bia Tuberculosis Association. 

Karel, Dr. Leonard, chief, extramural program, National Microbiological 
Institute; and for 3 years prior to that associated with the National 
Institutes of Health’s Division of Research Grants and Fellowships, Public 
Health Service. 

Leahy, Mr. William E., director in both the national and local tuberculosis 
associations; chairman of the seal sales drive. 

Long, Dr. Esmond R., director of mediral research of the National Tuber- 
eulosis Association; director of the Henry Phipps Institute of the Univer- 
sity of Pennsylvania, an institution foy tuberculosis research. 
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Tuberculosis—Continued 


Perkins, Dr. James E., managing director of the National Tuberculosis Agso. 
ciation ; formerly deputy commissioner of the New York State Department 
of Health. 

Stocklen, Dr. Joseph B., director of tuberculosis controls for Cuyahoga 
County, Cleveland, Ohio. 

Towey, Dr. John, superintendent of the Pine Crest Sanatorium at Powers, 
Mich.; director of the National Tuberculosis Association. 


Poliomyelitis : 


Anderson, Dr. Gaylord, director, School of Public Health of the University 
of Minnesota ; chairman of the medical advisory committee on polio in the 
State of Minnesota. 

Andrews, Dr. Justin M., Associate Chief, Bureau of State Services, Public 
Health Service. 

Aufranec, Dr. Will H., Director, Health Resources Staff, Office of Defense 
Mobilization; formerly Acting Chief, Venereal Disease Division, Public 
Health Service. 

sarrows, Mr. Raymond H., executive director of the National Foundation for 
Infantile Paralysis; formerly in administrative work of the American 
National Red Cross. 

Elwood, Dr. Paul, director, inpatient service, Sister Elizabeth Kenny 
Foundation. 

Grant, Gen. David N. W., director of blood program, American National 
Red Cross. As air surgeon, United States Air Force, during World War 
II, was responsible for scientific research which solved many medical and 
physical problems encountered by airmen in high-altitude flying. 

Haas, Dr. Victor H., Director of the National Microbiological Institute, 
Public Health Service. 

Hammon, Dr. McDowell, head of the department of epidemiology and micro- 
biology at the University of Pittsburgh Graduate School of Public Health; 
diplomate of the American Board of Preventive Medicine and Public 
Health, 

Jungeblut, Dr. Claus, professor of bacteriology, Columbia University ; asso- 
ciated with the Kenny Foundation. 

Kline, Mr. Marvin L., executive director, Sister Elizabeth Kenny Foundation. 

Langmuir, Dr. Alexander D., Chief, Epidemiology Brdnch, Communicable 
Disease Center, Public Health Service. 

Norton, Dr. J. W. R., State health officer, North Carolina State Board of 
Health. 

Paffenbarger, Dr. Ralph S., Jr., epidemiologist, Division of Civilian Health 
Requirements, Public Health Service. 

Paul, Dr. John R., professor of preventive medicine, Yale University School 
of Medicine. 

Price, Dr. David E., Assistant Surgeon General of the Public Health Serv- 
ice; formerly associate director of the National Institutes of Health in 
charge of programs of grants for research and training. 

Sabin, Dr. Albert B., professor of research pediatrics at the University of 
Cincinnati College of Medicine; formerly at the Rockefeller Institute. 
Stokes, Dr. Joseph, physician in chief, Children’s Hospital, Philadelphia, 

Pa.; president, Society for Pediatrics Research. 

Switzer, Miss Mary, Director of the Office of Vocational Rehabilitation, 
U. 8S. Department of Health, Education, and Welfare. 

Van Riper, Dr. Hart E., medical director of the National Foundation for 
Infantile Paralysis. 

Wise, Dr. Charles, professor of physical medicine and rehabilitation, George 
Washington University College of Medicine, Washington, D. ©. 
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Part I 


General Discussion by and Recommendations of the 
Witnesses 


CHAPTER I 
THE BURDEN OF DISEASE 


This chapter consists of excerpts from the testimony indicating 
in some detail the magnitude of the disease problem. Disease by 
disease, the witnesses spelled out the problem in terms of the number 
of people afflicted, the number of premature deaths, the number of 
people crippled, the cost of illness to the individual and his family, 
and the cost of disease to the Nation in terms of lost production, lost 
manpower, and the tax burden for medical care. 

This dismal catalog omits a most important aspect of disease that 
cannot be reduced to statistics—sheer human pain and misery, not 
only of the victims of disease but of their families. 

The cumulative effect of the testimony appears to outline a national 
problem of the first magnitude. 


A. HEART DISEASE 


Heart disease is the leading cause of death in the United States. It causes 
more than 1 out of every 2 deaths each year. More than 785,000 people died 
in this country from heart disease in 19538. 

The impact of heart disease becomes more apparent when it is assessed 
according to age groups. It is the leading cause of death among children. 
It causes one-sixth of all deaths in the military ages, 20 to 39. It causes one- 
third of all deaths in the most productive years, age 35 to 54. It causes one- 
half of all deaths in the ages 55 to 74, and far more than one-half of the 
deaths in those 75 and over. 

In terms of manpower and economic loss, about 80,000 men were given dis- 
ability discharges or died in service from heart disease in the war years 1942- 
45. Rheumatic fever alone immobilized more than 40,000 men in the Armed 
Forces during World War II. 

At least 653,000 man-years are lost each year to industry alone because of 
heart disease disabilities. About $2,124 million was estimated to have been 
lost in 1951 in productivity as a result of heart disease. 

Compensation and pension payments to veterans in 1950 because of heart 
disease disabilities were $168,250,000. 

The proportion of insurance claim payments for deaths from heart disease 
has been steadily rising, one company report shows. In 1951, one major com- 
pany paid to beneficiaries on account of heart disease a total of $173,680,000. 
This sum was about 3% times the amount paid in 1931. 

At a hospital rate of $12 a day, one patient with chronic heart disease costs 
$4,300 a year to maintain. This means that if 50,000 patients with heart disease 
received hospital care for a year, the cost in 1 year would be $219 millicn. 

Heart disease incapacitates about one-fourth of the persons who are benefi- 
ciaries of the federally aided program of assistance for permanently and totally 
disabled persons. (Source: Statement of Dr. Irving Wright, professor of clin- 
ical medicine, Cornell University Medical School.) 
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B. CANCER 


On the basis of the number of patients destined to get cancer this year, there 
will be admitted to hospitals in the United States in the course of this sing) 
year 114,530 patients who will stay in the hospital an average of 27 days. Ae. 
cording to my multiplication, this means 11,921,310 patient-days in the United 
States in a single year attributable to cancer. If the cost in a hospital can be 
averaged at $15 a day for a cancer patient—and that is conservative, I am sure 
some of my esteemed friends here will say—this means we are paying $178,819 000 
a year for treating cancer. (Source: Statement of Dr. Charles Cameron, Amer. 
ican Cancer Society.) 

We find that since 1900 cancer has come from eighth place in cause of death 
to second place at this time. While it is primarily a disease of the older age 
groups, it must be remembered that better than 15 percent of the deaths from 
cancer occur in individuals under the age of 45. 

It is estimated that in 1953 there will be about 224,000 deaths from cancer, 
There are coming to medical attention each year about 530,000 cases of cancer. 
It is estimated that at the rate at which we are acquiring cancer, 50 million of 
the present population of the United States will probably acquire cancer and 
about 25 million of them will die from that disease. 

It is quite apparent that loss of productiveness, particularly on the part of 
the breadwinner, is a very disrupting and a very important element in our socia! 
economy. It is estimated that about $12 billion each year is lost as a result of 
this loss of productivity. 

The estimated average total cost of hospitalization to the cancer patient turns 
out to be $535. On the basis of the schedule of fees for surgery and supporting 
services contained in typical Blue Shield plans, an individual from a family 
low or moderate income can be expected to pay at least an additional $350 for 
physicians’ services (diagnosis, surgery, radiation, followup care). Individuals 
normally earning higher incomes would pay considerably more. Thus the aver- 
age cancer patient hospitalized (3 out of every 4 cases diagnosed) can expect 
to pay at least $885 for diagnosis and treatment. These estimates are minimal 
because they do not take into account the cost of care subsequent to hospital 
discharge (stay in nursing and convalescent homes and medical care in the 
patient’s home). 

Slightly more than one-fifth of the patients were unable to make any payment 
from their own resources toward their hospital bill. More than one-fourth 
of the patients required some charitable aid in the payment of their bills. 
(Source: Statement of Dr. John R. Heller, National Cancer Institute, Public 
Health Service. ) 


C. MENTAL ILLNESS 


The number of mentally ill patients in the United States exceeds the number 
of patients suffering from any other type of illness. Approximately 50 percent 
of all hospital beds in the United States (662,500 out of 1,425,000 beds) are 
needed and used for this group of illnesses * * * and the need for treatment 
facilities, including both hospitals and clinics, is more acute than in any other 
field of medicine because of this large, continuing, and enlarging patient load. 

Approximately 40 percent of the total Federal budget for health care is for 
mental health; and approximately one-sixth to one-third of State budgets in our 
larger States is for the care of the mentally ill. 

Personality disorders were the cause of 18 percent of the draft rejections in 
World War II. This means that 1 out of every 5 men examined was rejected 
for reasons of mental ill health. In addition, more than 2% million men were 
lost to the Nation’s Armed Forces through mental and emotional illness and 
defect, enough men to constitute about 177 Army infantry divisions. 

The costs of mental illness to our National are colossal. It is a reasonable 
estimate that this will run as high as several billions of dollars each year. 
(Source: Statement of Dr. S. Bernard Wortis, professor of psychiatry and 
neurology, New York University College of Medicine.) 

The cost of taking care of the mentally ill with public funds, including main- 
tenance of such patients in public hospitals, VA pensions, and other State and 
local mental health activities in 1952, amounted to $1,041 million or about 
$2,900,000 per day. This is about $2,000 per minute, day and night * * * 

Might I point out to you that these staggering figures do not include the costs 
for psychopathic hospitals, the cost for private mental hospitals, treatment in 
mental hygiene clinics that are not part of the Veterans’ Administration system, 
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nor do they include the larger and immeasurable cost of economic loss in earning 
power and the income tax thereon that would be available to the Government 
and to our Nation of the mentally ill individual and his family. (Source: 
Statement of Dr. Robert H. Felix, National Institute of Mental Health, Public 
Health Service.) 


D. NEUROLOGICAL AND SENSORY DISORDERS 


As a distinct group of disorders, the neurological and sensory diseases create 

an extremely serious public-health problem. They affect 20 million persons in 
the United States alone, of whom at least half endure gravely disabling con- 
ditions. As a cause of death, it ranks third with cerebral vascular disease, 
causing 160,000 deaths yearly, and it is estimated that another 50,000 deaths 
yearly are due to all other neurological and sensory disorders. 
* It is, however, as the primary cause of permanent crippling that the neuro- 
logical and sensory disorders are known. Cerebral vascular disease, caused 
by injuries, infections, and vascular disturbances of the brain, while a serious 
killer, leaves 1,800,000 now alive and crippled, paralyzing the body or seriously 
limiting the powers of movement, speech, and vision. And the other neurological 
and sensory disorders, similarly affecting the brain or spinal cord, are respon- 
sible for the disablement of another 8,200,000 persons. 

This crippling is so severe and extends over such a long period of time as to 
cause profound psychological, social, and economic dislocation for the individual 
suffered. No other group of disorders receives so little medical and research 
attention; yet no other group of disorders represents such an economic loss to 
the Nation and the patients and families who must cope with them. 

It is almost impossible to gain proper insight into the staggering costs which 
the neurological and sensory disorders impose on the country. The nature of 
these disturbances, in the vast majority of cases, renders the victim wholly or 
partially dependent on family, community, State, and Government. The fact 
that so many of these conditions have their origin in childhood or early adult- 
hood, and that life, nevertheless, so frequently endures the normal span of 
years undoubtedly makes these disorders a most tragic personal and family 
problem. 

Some concept of our national economic losses may be given by reviewing a 
single neurological problem. Statistics derived from the Journal of the Ameri- 
ean Medical Association indicate that 200,000 persons are absent from full 
employment every day of every year largely as a result of head injuries caused 
by industrial and automobile accidents. This represents a loss of 416 million 
man-hours of work and at an average of $1.50 per hour ($60 weekly), this 
amounts to wage losses of $624 million a year. 

A large majority of the 500,000 who incurred cerebral palsy in childhood will 
also not enjoy fruitful labor, will not pay income taxes, and cannot serve in 
the Armed Forces. The cost of maintaining just 50,000 epileptics in State 
institutions amounts to $35 million yearly. And one insurance company has 
estimated that the cost in indemnity and continuous hospitalization of a single 
paraplegie patient will amount to $400,000. While we do not know the exact 
number of paraplegics in the country, the estimates based on professional spot 
checks range from 85,000 to 125,000. 

In this bewildering array of costs due largely to the crippling effects of the 
neurological and sensory disorders, the national income as derived by tax revenue 
is also seriously affected. It has been estimated, for example, that at our 
present tax rate per capita, the 500,000 cerebral palsied who incurred the dis- 
order in infancy should pay at least $600 each year in income taxes, or a total 
of $300 million yearly. Over half of these, however, will actually pay no taxes 
at all and over an average adult productive life span of 30 years, a total of $5 
billion in tax revenue will be lost from the cerebral palsied. (Source: Prepared 
statement of the National Committee for Research into Neurological Disorders.) 

In these United States 300,000 men, women, and children alone are totally 
blind ; 300,000 more have visual defects so serious as to create partial or almost 
total disability. Some of this number will maintain a glimmer of vision through 
life, but for many of this group the verdict of ultimate blindness has been 
passed by their doctors and they wait with dread as they gradually watch their 
sight fade. 

In addition, statistics disclose that a million persons are blinded in one eye: 
that there are probably 800,000 with undetected glaucoma (a dread disease of 
the eye which can result in blindness), and that the estimated 2 million sufferers 
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from diabetes whose lives have been prolonged because of the various insulins 
are now each potential candidates for a disabling eye disease. 

Let us look at the situation coldly and practically from the taxpayers’ point 
of view. For the fiscal year 1951, the total amount of Federal, State, and 
local expenditures for aid to the blind is estimated at approximately $55 million: 
while in the fiscal year 1953 this estimate is approximately $64 million (reference 
United States budget over a period of but 2 or 3 years, and does not include the 
lost revenue to our Federal Government resulting from the annual tax exemption 
of $600 to each blind individual). It is further estimated that the cost to 
educate and maintain one blind baby through its lifetime is $100,000. Multiply 
this by the estimated 4,000 new young victims of retrolental fibroplasia (the 
disease which causes blindness in premature infants) and the cost of seeing 
these infants through their lives reaches the staggering figure of $400 million, 
When one considers Dr. Vail’s prediction of 132,500 additional blind by 1955, the 
potential burden on the taxpayer is appalling. Indeed, gentlemen, the penalty 
we would have to pay, both in human suffering and in burdensome taxation, 
would only be consistent with the injustice we commit by our lack of support 
to ophthalmic research. (Source: Statement of Miss Mildred Weisenfeld, execu- 
tive director of the National Council to Combat Blindness. ) 


E. ARTHRITIS AND RHEUMATISM 


Arthritis, and its related rheumatic diseases, is more prevalent among our 
citizens than are cancer, heart disease, tuberculosis, and diabetes combined, 
In the United States today it afflicts more people, cripples and disables more 
people, and brings more pain to more people than any other chronic disease, 

It disables 10 times as many persons as diabetes, 10 times as many as tuber- 
culosis, and 7 times as many as cancer. 

The total number of victims, approximately 10 million, is greater than the 
combined populations of Chicago and Los Angeles. Of these, this devastating 
disease has permanently disabled 1 million. The economic cost to the Nation 
is well over $700 million per year. 

Selective Service reports that of the young men called up for service in the 
Armed Forces in Korea, 30,000 of the 505,000 rejected were unfit for duty 
because they were afflicted with rheumatic disease. 

In the United States, 30 million people—one-fifth of the population, counting 
the families of arthritics—are affected by the medical, social, and economic 
aspects of this problem. The manpower lost each year in the United States 
because of arthritis and rheumatism is estimated as 150 million days, equivalent 
to an army of over 400,000 persons unable to work at any time. 

Over half a billion dollars yearly is lost in wages and salaries by the sufferers 
from this disease, in addition to the cost of medical care and relief allowances. 
Medical care alone costs more than $100 million per year. Arthritis brings with 
it not only pain and crippling, but impoverishment to many of its victims. The 
Federal Government loses each year $77 million in income taxes because of the 
Wage earners unable to work. In short, arthritis and rheumatism present to 
us a medico-socio-economic problem of the first magnitude. (Source: A joint 
statement by the Arthritis and Rheumatism Foundation and the National In- 
stitute of Arthritis and Metabolic Diseases, Public Health Service.) 


F. DIABETES 


On the basis of the data collected in the National Health Survey of 1935-36, 
supplemented by information obtained in local surveys, in detection campaigns 
and from other sources, it is estimated that there are at least 1 million known 
diabetics in this country today. From various studies it appears, however, that 
the actual number of cases in the country is of the order of 2 million. There are 
large numbers of persons with diabetes whose disease is undetected. 

Of the cases reported in the National Health Survey, approximately one-fourth 
had been disabled for a week or longer in the survey year. In that year it was 
estimated that persons with diabetes lost 19,200,000 days from work or other 
usual pursuits, or approximately 30 days per person with the disease. It was 
further estimated that there were nearly 35,000 persons who were invalids be 
cause of the disease. From these figures, which are much below those prevailing 
at the present time, it is readily seen that the economic costs of the disease are 
very substantial. (Source: Statement of Dr. Randall G. Sprague, president of 
the American Diabetes Association. 
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G. TUBERCULOSIS 


It is difficult to give precisely the total annual dollar cost of TB. Its implica- 
tions are widespread and its burden is dispersed throughout a community. It ean 
be said that the cost of dealing with TB—-for the individual family within which 
it strikes, and for the community which must cope with its damaging effects—is 
staggering. In terms of lost national production alone, TB’s toll in 1952 
amounted to about $500 million. (In that year, approximately 250,000 Americans 
of working age were unable to work because of active T2B—more than the total 
labor force of the crude-oil and natural-gas industries in the United States.) 
The loss to the Nation which resulted from the premature deaths due to TB in 
1952, moreover, is estimated at about $1 billion worth of future production. 

These, however, are the indirect costs of TB. The more direct costs—those 
which are cash outlays by agencies in every community of our Nation and by 
the Federal Government—are estimated at a minimum of $620 million for the 
vear 1952. Of this total, the Federal Government expended more than $300 
million. More than one-half of the $620 million went toward the hospitalization 
of tuberculous patients. 

An estimate of the financial burden which TB places upon a family would be 
unrealistic and misleading, since very few families can by themselves bear the 
cost of the disease, and since most of the direct costs are actually borne by the 
community. However, by taking into account the total value of TB expenditures 
in the United States, the value of production lost annually because of tuberculous 
illness, the annual loss of future potential earnings, and the number of new, 
active eases in the United States, we can estimate roughly that each new case 
of TB costs the Nation a total of some $30,000 in both direct and indirect costs. 

Such indexes cannot reflect the serious distress and dislocation which are 
suddenly imposed on a family when TB strikes one of its members—particularly 
if the victim of the disease is the breadwinner or the mother of dependent 
children. Case histories can depict these effects. 

The long-continued period of medical care almost invariably involved in 
tuberculosis drains accumulated savings from most patients and families. In 
addition to the financial problems, families carry a heavy burden in terms of their 
psychological needs for the person who is ill and away from home. There is also 
the burden of financial readjustments, lowered standards of living, assumption 
of the wage earner’s role by somebody else, interrupted schooling, and uprooting 
of children. (Sourse: Statement of Dr. Robert Anderson, Division of Chronic 
Disease and Tuberculosis, Public Health Service.) 


H. POLIOMYELITIS 


The problem in poliomyelitis is crippling; its death rate is relatively low. 
Since it strikes chiefly at youngsters—small children and teen-agers—a large 
number of its victims must be cared for many years, and many carry a burden- 
some handicap throughout their lives. 

During the years 1938-52, 302,677 cases of poliomyelitis were reported in the 
United States and its Territories. During the same year 20,916 deaths were 
caused by this disease. The estimate for 1953 is 35,000 cases. 

Of the victims of poliomyelitis, 50 percent recover completely; 30 percent have 
no disabling aftereffects, 14 percent are severely paralyzed, and 6 percent may 
die. 

According to a United States Public Health Service report, more children died 
in 1952 from poliomyelitis than from any other reportable communicable disease. 

According to the World Health Organization, the relatively low incidence of 
paralytic poliomyelitis compared to many other infectious diseases is counter- 
balanced by the permanence of the resulting disability, since treatment, pro- 
longed and expensive as it is, is only a palliative; a nerve cell, once irreparably 
damaged cannot be replaced. 

The National Foundation for Infantile Paralysis from 1938 through 1952 spent 
$145 million for patient care. By the end of 1953 it is estimated that more than 
258,000 patients will have received direct financial assistance, in whole or in part, 
from the National Foundation for Infantile Paralysis. In 1952 alone the patient- 
care program expenditures were $24,910,000 for aid to 80,000 poliomyelitis pa- 
tients, more than half of theim victims of previous years. 
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I think that it is important to note that the problem of the National Founda 
tion and the patient-care program has been the cumulative caseload that has 
come from previous epidemic years. Even in 1952, with 57,000 reported cases 
there was not only the problem of that year alone, but the cases that had oe 
curred in previous years. 
The average cost of inpatient hospital care for polio patients (per patient day 
in all general and special short-term hospitals) during the first 7 months of 1953 
was $14. The daily average cost of care of a patient in an iron lung is approx; 
mately $19. Service to respirator patients can cost as high as $10,000 to $12,009 
a year for a seriously involved case. There are more than 1,500 patients today ‘7 
in iron lungs for all or part of each day. (Source: Statement of Dr. Hart E. Vay I 
Riper, National Foundation for Infantile Paralysis.) is a 
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CHAPTER II 
THE RESEARCH ATTACK 


The most ome weapon now available for attack upon disease 
is a national medical research program that will progressively pro- 


duce means of treatment and ultimately determine causes and open 
the way to prevention and cure. 


A. POSTWAR EXPANSION OF MEDICAL RESEARCH 


There has been a most encouraging increase in the total medical- 
research effort of the Nation since 1945. 

In every disease covered by the health inquiry, witnesses commented 
upon the extension of research in the labor: atory and in the clinic. As 
a concrete example of this expansion, 18 major voluntary health as- 
sociations collected $1.5 million for research in 1945. They collected 
$12.9 million for research in 1952. 

In three specific fields, the picture was stated as follows: 


Arthritis 

Modern history of the national attack on arthritis and rheumatism begins in 
1948 with the establishment of the Arthritis and Rheumatism Foundation, organ- 
ized on a national basis by outstanding rheumatologists and interested citizens. 
Fund raising for research, treatment, and education in rheumatic disease was 
initiated first on a nationwide scale in 1948. The public interest aroused by 
the campaign, although something less than phenomenal, was encouraging. 
(Source: A joint statement by the National Institute of Arthritis and Metabolic 
Diseases and The Arthritis and Rheumatism Foundation, pt. 2, p. 438.) 


Heart disease 

The 5-year record of research awards in both the joint national program and 
the separate local research programs of the affiliates is shown below. These 
figures represent the formative years of the American Heart Association as 
a voluntary health agency during which only limited funds have been available. 
Since the association began its national research support program in 1949, 
progressively higher sums have been allotted, making a total of almost $6%4 
million. Between 1949 and 1953 the number of fellowships awarded grew from 
26 to 53 and the number of grants-in-aid increased from 19 to 70. (Source: 
Statement of the American Heart Association, pt. 1, p. 91.) 


Neurology 

That both the medical and medical research attack on the neurological dis- 
orders is gaining strength there can be no doubt. The past decade has seen a 
stirring of public and professional interest in this field and the establishment 
of the various voluntary health agencies, the development and growth of various 
professional groups and finally the creation of the National Institute of Neu- 
rological Diseases and Blindness by act of Congress in 1950 is testimony to the 
recognition of the neurological and sensory disorders as a major public-health 
problem. No social or economic history written from this time on can fail to see 
that the 1940’s and 1950’s were the be wanine of a new medical era. (Source: 
Statement of October 7, 1953, by the National Committee for Research Into 
Neurological Disorders, pt. 4, p. 978.) 


Despite this increase, in no field of research are funds adequate to 
permit investigators to follow all of the leads which they feel war- 
rant immediate study. 

21 








see 


22 HEALTH INQUIRY 


When scientists interested in specific diseases point out needs for 
additional research, they almost invariably speak not aT of problems 
specifically related to a disease, but also of basic problems commoy 
to many disease areas. 

Increasing the number of competent scientists, looking both toward 
the near and the more remote future, is a matter as significant as 
expanding funds for current research. 

Unmet needs for additional research funds were expressed as 
follows: 

Arthritis 

The national attack on arthritis and its related rheumatic diseases, fully or. 
ganized for only 3 years, has brought about tremendous advances in our knowl. 
edge of, interest in, and ability to do something about this family of vicious, crip. 
pling diseases. * * * 

Although in recent years encouraging progress has been made and although the 
medical profession, the public, and the Federal Government have now joined in 
a united effort against it; and although the field is broad and new pathways of 
research which may lead to the ultimate goal have been opened up, the sum tota 
of our present knowledge concerning these diseases and our present ability to 
ameliorate their terrible effects are not such as to justify any feeling of com. 
placency. On the contrary, we have learned enough to know that we will need 
more sinews to wage a successful battle. 

It remains for us to utilize now the machinery for attack which is available 
and with continued and augmented support, to broaden the attack and to conduct 
it with all the intelligence, energy and spirit which we can command, to the end 
that we may, as soon as possible, forge the tools with which we can bring these 
ravaging diseases under control; to the day when arthritis and its cousins no 
longer constitute the most common major affliction of mankind. (Source: A 
joint statement by the National Institute of Arthritis and Metabolic Diseases 
and the Arthritis and Rheumatism Foundation, pt. 2, p. 442.) 


Heart disease 

There are many avenues of research which are open to a large number of 
exceedingly good workers in the heart reserch field, and I would say that the 
amount of funds available at the present time are inadequate to assure the neces- 
sary continuity and stability which these and new and potentially able scientists 
need in order to pursue this problem and its most effective end, which would be to 
learn a great deal more than we presently know about the problem. (Source: 
Statement of Dr. T. Duckett Jones, medical director, Helen Hay Whitney Founda- 
tion, New York City, pt. 1, p. 11.) 


Tuberculosis 


The exact mechanism by which the most serious lesion of tuberculosis, the 
cavity in the lung, is produced, is not yet known. Good leads are at hand, but 
methods for following them out to the end desired have not yet been developed 

Satisfactory tests are still to be developed for determining when tuberculosis 
disease in a given case is active or inactive. Decision as to activity or inactivity 
governs such factors as use of surgery to eradicate persisting lesions, continu- 
ation or not of drug therapy, capacity of the patient to work, and determination 
of degree of disability. 

A superior vaccine is much needed. Relatively simple methods of vaccination 
have been thoroughly explored, with moderately good results. New methods 
and more complicated technics may yield better vaccinating materials. 

Further research is needed on the means by which tuberculosis spreads from 
man to man, i. e., on favorable and unfavorable environments for contagion, and 
particularly on methods for protection against transmission of the germs of the 
disease through the air, which will be as effective as modern methods for pre- 
vention of transmission of diseases through water. 

These are only a few of the unsolved problems. Funds in sufficient amount 
are not available, nor are adequate facilities at hand in many institutions which 
have capable personnel. The number of well-qualified investigators is smull. 
Funds are needed both for attack on pressing problems by the most modern 
methods, and for the training of qualified young men and women who can be 
interested in the study and control of tuberculosis in the future. (Source: 
Statement by the National Tuberculosis Association, pt. 2, p. 557.) 
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Neurological disorders 


The research effort which should be devoted to these and other promising 
lines Of investigation is, however, at a minimum. Many areas of research, 
moreover, must be opened up to investigation which have never been brought 
under attack before. In the many links of fact which constitute our under- 
standing of the functions of the nervous system there are now many gaps to 
be filled. Important as cerebral vascular disease is to the Nation, the Public 
Health Service, which supports about one-third of all medical research, is 
devoting approximately $110,000 to support of investigations in this field. The 
Multiple Sclerosis Society alone, for example, lists 28 major problems which 
should be followed up or initiated, each of which should be the object of several 
different studies. 

In many areas, even exploration of the obvious has been neglected and useful 
results have been postponed indefinitely. There is good reason to believe, for 
example, that cataracts may occur as a result of changes in the composition of 
the eye due partially or wholly to the growth and aging process. We have 
believed this for some time, but in spite of this fact no specific investigation of 
this problem has yet been initiated--though it is now being planned at the 
National Institute of Neurological Diseases and Blindness. (Source: State- 
ment prepared October 7, 1953, by the National Committee for Research Into 
Neurological Disorders, pt. 4, p. 980.) 


Me ntal health 


The research carried on today in mental health is extremely important, but 
is in no way a source of pride when one considers the immensity of the field 
and how much research should be going on. (Source: Statement by George S. 
Stevenson, M.D., the National Association for Mental Health, New York, pt. 4, 
p. 1068.) 

In a major 2-year study of training and research just completed by the Coun- 
cil of State Governments, a poll of over 300 research workers throughout the 48 
States revealed that the greatest obstacles to research are lack of money and 
lack of personnel who, after all, cannot be trained without money. This judg- 
ment was overwhelming. Three-fourths of these research workers stated that 
if they had adequate money and personnel they would be able to conduct many 
research projects of scientific consequence. (Source: Statement of Charles 
Schlaifer, cochairman, National Mental Health Committee, New York City, pt. 4, 
p. 1050.) 


Blindness 

The explanation for the paucity of research effort aimed at preventing blind- 
ness is primarily lack of financial support. There are in the United States only 
{or 5 laboratories (Harvard, Columbia, Johns Hopkins, the University of Iowa, 
and the University of California) which have sufficient funds to employ a full- 
time research investigator or staff in ophthalmology. Rising costs and the 
general tendency of private foundations to curtail grants-in-aid have reduced 
the personnel even in these laboratories. (Source: Statement submitted by 
V. Everett Kinsey, Ph. D., pt. 4, p. 1022.) 


B. MEDICAL RESEARCH HAS PRODUCED RESULTS 


Substantial progress is being made in dealing with specific diseases 
considered incurable a few years ago. 

Many witnesses stressed the point that a great deal can be done to 
relieve suffering and save lives long before the basic causes of all 
forms of chronic disease are known. On the other hand, wide and 
important gaps in knowledge—particularly information on the ulti- 
mate cause of a number of diseases—were explicitly pointed out. Re- 
search on basic causes of disease is progressing on a wider scale than 
ever before in our history. 

Many witnesses were convinced that, although research findings 
directly applicable to patients may be expected before final answers 
are found, years of further research are needed before adequate con- 
trol of many major chronic diseases can be achieved. 
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Simply increasing the availability of medical care cannot of itself 
completely solve the problems of disease. One of our prime shortages 
is that of knowledge; knowledge about the causes of the principal 
diseases which plague mankind today. Without such knowledge, the 
prevention, control or cure of many diseases is impossible, 

There has been tremendous progress in reducing the death rate from 
certain diseases, particularly those of infectious nature, with a result- 
ing increase in life expectancy. Infectious disease, for example, has 
diminished as a national problem because, with identification of the 
‘auses of these diseases, it has become possible to develop means of 
prevention, control, and when the diseases occur, their prompt and 
adequate treatment. 

In the case of noninfectious disease, improvement has not been so 
marked. There has been an actual increase in the incidence of and 
death rate from these diseases, especially the chronic, degenerative 
diseases of an aging population. 

Adequate treatment is not now available for such afflictions as heart 
disease, cancer, arthritis and rheumatic disorders, cerebral palsy and 
muscular dystrophy. For example, the physician knows that after 
an attack of coronary thrombosis or a cerebral hemorrhage he can 
aid the patient by treating symptoms, but cannot prevent or cure the 
disorder. He does not fully understand the underlying causes of these 
uilments and is therefore not able to eliminate them. Similarly, he 
may completely remove a malignant growth by surgery, or slow its 
growth by X-ray treatment. But if these treatments are not com- 
pletely successful, as is too frequently the case, the physician is unable 
to do much more than to provide palliative treatment. He does not 
know the cause of tumor growth and is thus unable to truly conquer it. 

Our physicians are doing their utmost with the tools at their dis- 
posal. More and more tools are being developed. But it is no under- 
statement. to say that they do not have the knowledge they require to 
do a really effective job on the prevention and treatment of many 
chronic and degenerative diseases, ' 

Witnesses explained progress to date and the remaining gaps in 
knowledge in these terms: 


Rheumatic fever and rheumatic heart disease—Progress but no final 
answers 


We give an individual, who has been identified as having had rheumatic fever 
or rheumatic heart disease, daily prophylaxis, either the sulfa drugs or penicillin, 
so that he will continually be protected from these types of infection. 

I am quite sure that though these knowledges in prevention are of extreme in- 
portance and are very helpful, they are not the full answer that we need. 
In other words, to take a drug, a preventive drug, continually is quite a difficult 
problem, It is expensive, also. We yet have not determined how much we are 
preventing. 

“T think the problem is still with us, and it has many complexities, but I think 
that tremendous progress is being made in this area. 

That is true, also, in the rehabilitation of adults who have old rheumatic 
heart disease. Surgical correction of valve deformities at the present time is 
an important feature of helping some of the adult individuals with crippling 
heart disease to reassume reasonably active existence. (Source: Statement of 
Dr. T. Duckett Jones, medical director, Helen Hay Whitney Foundation, New 
York City, pt. 1, p. 12.) 


High blood pressure—Progress but no final answers 


There is no specific prevention or cure for essential hypertension as yet. 
Research may in the future bring knowledge of causes. Ultimately, there may 
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be cures and preventive measures. Lut even today treatment from various 
directions is better than a decade ago and is improving as time goes on. Surgery, 
drugs, psychotherapy, and special diets have all been used with frequently, but 
pot uniformly, encouraging results. 

A wide variety of drugs have been used in hypertension, but many have been 
discarded as experience taught they had no particular lasting effect, or produced 
accompanying toxic effects. Drug treatment, however, continues to be regarded 
as one of the most important forms of therapy available at present. There are 
a number of drugs employed today for certain types of cases which give beneficial 
results, and these therapeutic agents are being continually improved as more 
knowledge of the body’s chemistry, the action of the drugs, and other factors are 
learned from research.” (Source: Statement prepared October 1, 1953, by 
National Heart Institute, National Institutes of Health, pt. 1, p. 57.) 


Hardening of the arteries—Progress but no final answers 


Although there are no tests now generally applicable to screening and early 
detection of atherosclerosis, studies of serial electrocardiograms, and examina- 
tion of various blood fractions using the ultracentrifuge, and sometimes em- 
ploying a newly developed infrared light technique for identifying components, 
may make it possible in the future to identify the disease in a subclinical stage. 

Secondary methods of prevention deal with the complications of atherosclerosis, 
such as thrombosis and occlusion, cardiac arrhythmias, cardiac enlargement, 
acute pulmonary edema, and cerebral atherosclerosis. Anticoagulants have 
been developed which prevent the extension of a thrombus, and investigations on 
the prophylactic values of these drugs are underway. Already anticoagulant 
therapy is saving many lives. (Source: Statement prepared October 1, 1953, 
vy National Heart Institute, National Institutes of Health, pt. 1, p. 59.) 


Congenital heart disease—Solid progress but more answers needed 


Not long ago, heart disease present at birth was considered unpreventable 
and incurable. Today there is not only some knowledge of and means for pre- 
vention, but also the march of progress in surgery is continuing to make possible 
correction and benefiting of more and more of the various types of defects. 

In the light of present knowledge, primary prevention centers on protecting 
the mother. Research has disclosed evidence that virus infections during preg- 
nancy, particularly German measles, vitamin deficiencies, metabolic and endo- 
crine disturbances, and radiation are possible malformation causes when present 
during the first 3 months of pregnancy. This suggests, among others, such 
measures for protecting the mother as avoidance or treatment of viral infections 
during early pregnancy, good diet with supplementary vitamins, avoidance of 
excessive radiation, and proper management of metabolic and endocrine 
disturbances. 

The complications of congenital malformations are subacute bacterial en- 
docarditis and cerebral thrombosis. The former can be prevented through the 
prophylactic use of antibiotics or the sulfonamides prior to and following opera- 
tive procedures, such as tonsillectomies, dentistry, ete. Cerebral thrombosis 
can be prevented by preventing dehydration for all cyanotic (blue coloration) 
patients. 

Although no specific screening test for early detection is available, chest X-ray 
surveys, especially in preschool and school children, can help to detect cases in 
the subclinical stage—before manifestations become apparent to outward 
appearance, 

Treatment is the area in which much good news is being made daily in hos- 
pitals and clinics in many parts of the country. Because of recent advances, 
surgery can now restore to a normal or nearly normal life many children who 
would have been marked for invalidism or death had they been born 15 or 20 
years ago. At least half of the types of malformations can be surgically bene- 
fited, and almost every one of the others may be added to the list in the near 
future as research goes on. (Source: Statement prepared October 1, 1953, by 
National Heart Institute, National Institutes of Health, pt. 1, p. 62.) 


Poliomyelitis—Encouraging progress but no final answers 

Under grants from the national foundation several laboratories are busily 
engaged in the preparation of possible polio vaccines. Typical of these is the 
laboratory at the University of Pittsburgh under the direction of Jonas E. Salk, 
M. D., who was also prominent in the task of identifying the virus types. 
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Here, as was indicated by his article published in the March 28, 1953, issy,. 
of the Journal of the American Medical Assocation, virus of all three types js 
being grown in thousands of sealed test tubes nested in slotted drums that re 
volved slowly in warming ovens. When ready for harvesting, the virus is re. 
moved, suspended in a salt solution, and exposed for a time to formalin. Thijs 
chemical inactivates the virus—that is, makes it incapable of causing disease, 

After a series of rigorous tests to assure its safety, the vaccine is then ready 
for critical tests to determine its ability to stimulate the body to create its ow 
protective antibodies against all three polio viruses. 

On the basis of these latest findings, the national foundation is now formulat. 
ing definitive plans for a scientifically controlled human study to evaluate the 
effectiveness of the vaccine in protecting children against the naturally occur. 
ring disease. This will entail the vaccination of large numbers of children jp 
many communities during a nonepidemic period and observing the degree and 
extent of protection afforded when polio epidemics next visit their communities 

The outcome of such an evaluation study will determine whether a practica| 
vaccine to prevent polio has been developed and how soon such a vaccine ca: 
be ready for general use. It is our hope that such a study can get underway dur 
ing the early months of 1954. I think none of us believed that Dr. Salk’s yac. 
cine, if it is in fact a vaccine, is the final answer to the control of polio. | 
think there are many who feel that socially if we have some means of con- 
trolling this epidemic disease, then by all odds we should push ahead with its 
investigation. Whether the final answer to the control of polio is an inactivated 
virus vaccine, or a live vaccine, I think will be solved in the years to come. 

In the meantime, if this inactivated virus vaccine can produce protection that 
will persist for a year, then I think socially, if it is without harm to the indi- 
vidual, we should consider its use. 

When one considers a study such as is presently being contemplated, if we ca: 
do no more than demonstrate that artificially produced antibodies will protect 
against the natural infection in man, then I think that a fact has been estab- 
lished of great scientific importance. Establishing that fact and determining 
how much protection an individual must have to prevent the natural occurrence 
of the disease, then we have a baseline, and any vaccine that may be developed 
this year, or within the next 20 years only has to be capable of producing a 
higher degree of protection; that is, more antibodies persisting over a longer 
period of time. (Source: Statement of Dr. Hart E. Van Riper, medical direc. 
tor, National Foundation for Infantile Paralysis, pt. 3, pp. 776-777.) 


Cancer—C ontinuing progress but ultimate answers remote 


And there are other examples of this extraordinary effective program. We 
want to do a better job of removing and curing cancer, and that is being done. 

Modern procedure has apparently increased the rate of cure of cancer from 
roughly 15 percent to roughly 50 percent. 

In the case of cancer of the breast the figures are roughly from 4 
to 50 percent under the best circumstances, and the cure rates for cancer of the 
stomach, low as they are, are substantially better than they were a decade ago. 

Also for cancer of the womb a substantial improvement has been had within 
the last 10-year period. 

So, real advances have been accomplished, and they have been accomplished 
by the most assiduous and vigorous scientific work. It has often been due to new 
chemical principles derived from laboratories apparently with no connection to 
cancer, but brought to application by those who are concerned with cancer in 
human beings. 

As to cancer which has spread out from the seat of origin, we do not have 
any chemical cure today. 

We do have much better means for bringing about relief to many patients with 
widely disseminated cancer than we had a decade ago. It is possible in the 
case of cancer of the breast, where the disease has gone far beyond surgical treat- 
ment, to bring about resistance to the growth of the cancer for periods of from 
months to years in from 25 to 40 percent of the instances. 

In the case of cancer of the prostate, thanks to the work of the group in Chi- 
cago we can bring relief to men who have very advanced conditions, whose 
limbs have become contracted by the pain, in 80 percent of the cases by the 
institution of chemical treatments. 

Now, this is not a cure, but it is a very welcome surcease to patients for 
months or years. 
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In the case of lukemia, cancer of the blood stream, we have also made a con- 
tribution, We can now bring relief to a substantial number of patients with 
these disorders. We can keep them in comparative health and comfort for 
weeks and months and sometimes for years. (Source: Statement of Dr. Cor- 
nelius P. Rhoads, director, Memorial Center for Cancer, New York City, pt. 1, 
p. 292.) 

Arthritis—Progress but no final answers 

I have been in this field for at least 12 years, and it does not look nearly as 
bleak as it did 12 years ago. But, I think the obvious thing is that in the last 
5 years cortisone has come along through the work of Dr. Hench, and I think 
Dr. Hench is the one to say that this is not a cure for the disease. It has given 
us a tool to study the disease in much more detail than we could have before. In 
addition to that, it has given us an agent which in many instances provides a 
great deal of relief and a means by which the patient can return to an active, use- 
ful existence. I think that is the most obvious beneficial thing that has happened 
in the last 5 years. 

Then there are two other things which I think should be mentioned on a less 
dramatic plane: One of them is that we know a great deal more about these 
diseases than we did even 5 years ago. If you go to a meeting of the American 
Rheumatism Association at the present time, you will find much less loose talk 
than you did 5 years ago. We know more about what to expect in this regard 
and we are not as loose as we were in our thinking before. The third thing is 
that we have gone very far in our study of the connective tissue. This has been 
a very dramatic—to me at least—course in this study of this whole problem. 
We have made great advances in our understanding of this connective tissue 
whieh is extremely complex and which is important in this particular field, but 
I think they may be important in many other fields as well. The impetus in this 
study of the connective tissue has come from the centers which are dealing with 
arthritis. (Source: Statement of Dr. Charles Ragan, president, American 
Rheumatism Association, New York, N. Y., pt. 2, pp. 488-489. ) 
Tuberculosis—Progress but no final application 

Application of the knowledge we now have would eradicate tuberculosis. 
However, further additions to our knowledge of the medical and social aspects 
of tuberculosis will, it is hoped, make it possible for all agencies concerned with 
tuberculosis control to progress even faster toward our goal of eradication. 

In recent years the treatment of tuberculosis has been enormously improved 
by the introduction of new drugs and the use of new principles in thoracic 
surgery. The three most effective drugs are streptomycin, isoniazid, and para- 
aminosalicyelic acid. Combinations of these drugs have been found particularly 
valuable. Surgery of the lung, once a very difficult procedure, has become safe 
and effective, thanks to improved surgical technique, the availability of the new 
drugs, and modern anesthesia. The most spectacular advance has been in the 
excision of diseased tissue. Before the new drugs were available this was a 
dangerous procedure. 

Drug treatment and surgery have been aided by noteworthy laboratory ad- 
vances. Bacteriological studies, for example, have brought to light the most 
effective combinations of drugs, and have led to practical methods for preventing 
the development of resistance to the germs of tuberculosis to the drugs used 
against them. Physiological studies, in turn, on the working capacity of the 
lungs, have enabled surgeons to determine safe limits in operating for tubercu- 
losis, and to estimate the degree of functional impairment caused by loss of lung 
tissue, 

Diagnostic aids, including better X-ray equipment and other testing materials, 
have become available, and the differential diagnosis between tuberculosis and 
certain similar diseases has been greatly improved. Source: Statement by 
the National Tuberculosis Association, pt. 2, p. 255.) 


Neurological disorders—Progress but many answers are remote 

As a result of the work done in the past 10 years, such disorders as Parkin- 
son’s disease, myasthemia gravis, and especially epilepsy, can be partially con- 
trolled through the use of new drugs. Precision diagnostic instruments, like 
the electroencephalograph and the electromyograph, operate in the field of neuro- 
muscular disease somewhat like the electrocardiograph operates in heart disease, 
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and the radioactive tracer technique is also pretty well developed. These 
mark advances whose potentialities are far from exhausted. 

New improved surgical techniques for operations on certain types of diseases 
have been developed ; new diagnostic techniques and some new treatments result. 
ing from ACTH and cortisone have achieved good results in regard to diseases of 
the eye. We are beginning to use such precision tools as the electro-microscope, 
employing the technique of X-ray and also the technique where tiny little micro. 
electrodes can be inserted into the patient and be almost concentrated on a single 
cell, and the culture of planting nervous tissue outside the body so that these 
living cells grow and reproduce in a test tube under certain conditions. 

All of these techniques are new in this field and they promise great things 
Within the past year we have seen injections which promise diagnostic tests jy 
multiple sclerosis 

Then, we have the method for regenerating nerve tissue, and this is impor- 
tant, gentlemen. If a muscle is cut or if a bone is broken, those tissues grow 
back, but there has been the classic formula and belief in neurology that once 
nerve tissue—that is, brain tissue or spinal tissue—is cut, that is it; it never 
regenerates and it never grows back, and leads to a permanent injury. Well, i 
the field of neurology, to paraphrase the song, we have come up with the idea 
that “It Just Ain't Necessarily So.’ We will hear more about that later. 

We think that you can, with experimental research techniques, make the brai 
and the spinal cord, once cut, regenerate and maybe even to function again. 
These are all of the things which have stimulated our efforts in the last few 
years. One of our great boosts was the Neurological Institute. The rising tide of 
public interest in the neurological and sensory disorders was largely responsible 
for the establishment of the National Institute to work on such diseases and 
blindness. (Source: Statement of Dr. Cornelius Traeger, Multiple Sclerosis 
Society, pt. 4, pp. 870-871.) 


Blindness—Prevention of one cause of blindness is probable 

Recently reported research, and the clinical activity by the Institute of Nev- 
rological Diseases and Blindness, provide early optimism that the combinatio: 
of experimental (animal) research and a nationwide statistical survey may now 
allow the prevention of retrolental fibroplasia. This new disease of premature 
babies has, during its short life span of 10 years (from the first identified baby t 
the present probable understanding of its cause and prevention), blinded prob- 
ably 4,000 babies. The estimated cost for the inadequate care and education o 
the blind baby is $100,000 during its lifetime, an estimated public future obliga 
tion of $400 million incurred during a brief 10-year duration. Successful research 
can be done at a cost of 10 cents per blind baby. A research cost of 10 cents to 
prevent an expenditure of $100,000. Does clinical research pay dividends’ 
(Source: Statement of Dr. Lorand Johnson, professor of ophthalmology, Western 
Reserve University School of Medicine, pt. 4, p. 994.) 

A definite termination for the public health problem represented by the neuro 
logical and sensory disorders cannot, of course, be predicted. The growth of 
interest on the part of the public and the State and Federal Governments has 
been encouraging and has resulted in extraordinary growth within a very few 
years. There is considerable evidence, however, that even as we move forward. 
the problems are even larger than we supposed and that we will not resolve them 
within the near future unless far stronger effort and support is available. This 
committee cannot urge the Congress too strongly to reconsider the nature of the 
problem and to join the private and professional agencies we represent in an all 
out attack on the neurological and sensory disorders. (Source: Statement of Dr 
Pearce Bailey, director of the National Institute of Neurological Diseases and 
Blindness, pt. 4, pp. 982-983.) 


Diabetes—Basic studies now will pay off later 


Basic laboratory research and study of patients have contributed greatly to 
practical knowledge of diabetes as well as to understanding of the intimate bio- 
chemical and physiological details of this complex condition. It is not possible 
to review these contributions in any detail. Several methods have been developed 
for the experimental production of diabetes in animals, thereby providing a means 
of studying a facsimile of the human disease in the laboratory. This has led 
to better understanding of such things as the metabolism of foodstuffs in diabetes 
the relationship of diabetes to other endocrine glands, the chemistry of hormones 
and tissues involved in diabetes, the role of enzymes in metabolic processes, and 
so forth. Such basic laboratory studies are important and should be continued, 
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even though their application to the care of diabetic patients may not be imme- 
diately apparent. (Source: Statement of Dr. Randall G. Sprague, president of 
the American Diabetes Association, pt. 2, p. 529.) 
The entire field of medical research—Progress 

As far as I am concerned—and this is my personal opinion and not the opinion 
of the American Medical Association, necessarily—I think that we are doing a 
grand job in the United States in research and I feel that funds are being made 
available to our research workers from many, many sources, including the Public 
Health Service, the various foundations, some from the Government and some 
from private sources, and it is my opinion, having visited many of these institu- 
tions, that money is being very well used and that progress is being made. 
(Source: Statement of Dr. Edward J. McCormick, president, American Medical 
Association, pt. 1, p. 47.) 


C. MEDICAL, RESEARCH IS A COLLABORATIVE EFFORT 


Private and Federal support for medical research has expanded 
simultaneously. Federal aid to medical research has stimulated rather 
than replaced private support. 

The general trend of development has been a rising total dollar 
volume of support (substantially offset by inflation), with govern- 
mental and private sources contributing to the increase. 

Within the private areas, the earlier key role of the large endowed 
foundations has been increasingly assumed by the voluntary health 
associations as the foundations have moved ahead to pioneer in newer 
fields. In industry, both research in industrial laboratories and sup- 
port by industry of research in universities and medical schools has 
expanded. Some industrial and commercial groups have banded to- 
eether to form foundations—such as the Life Insurance Medical Re- 
search Fund and the Vitamin Foundation—devoted to support of work 
initiated by scientists in universities and medical schools. These 
farsighted steps might well be emulated by other industrial groups. 

The committee hearings record virtually unanimous satisfaction 
with the manner in which public and private support for medical 
research have expanded simultaneously : 


In the field of blindness 


TAis summer I delivered a paper at the American Association of Workers for 
the Blind describing some of the advances that have been made in research in the 
last 3 years in the provision of funds for research. The distinguished members 
of our research committee of the national society sponsored a study of research 
and progress throughout the United States in 1949, just before the Institute 
was set up. At that time we found a total of $906,000 available in both public 
and private funds for research in this field. The study was repeated for the 
year 1952, and for that year we find a total of $1,600,000 available, an increase of 
about 74 percent over 1949. 

The setting up of the new Institute with a very small budget has so far greatly 
stimulated research in this field. It is a small start, however, compared with 
the need, and it is also very small with what it costs us for other things. 
(Source: Statement of Dr. Franklin M. Foote, executive director, National 
Society for the Prevention of Blindness, pt. 4, p. 1004.) 

Organizations interested in this field of blindness try to encourage public 
education and thus gain financial support to advance programs of research and 
rehabilitation in these fields. The leadership in this endeavor must come from 
the Public Health Service. If the Congress is informed as to these matters and 
supports the Public Health Service, various groups interested in the several 
branches of the diseases closest to them will do their utmost to help find addi- 
tional funds and thus supplement the moneys appropriated by Congress to meet 
this situation. 

Having finished my 3-year term on the advisory council of the Neurological 
Diseases and Blindness Institute under Public Health Service, I can truthfully 
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say that never in my experience have I worked with a group of men and womey 
of such high purpose, deep sincerity, and outstanding ability as the staff of the 
Institute. In the accumulated experience and knowledge of the personnel in the 
seven National Institutes of Health, from Surgeon General Scheele, down there 
has been built a great and able force who can and will, if adequately supported 
carry forward and enlarge the programs of research and rehabilitation in the 
diseases of mankind. The gateway to public health is through research whic} 
has been so ably advanced by the seven Public Health Service Institutes, not 
withstanding the inadequate financial support that has been thus far provided 
(Source: Statement of J. M. Ulmer, Cleveland, Ohio, pt. 4, pp. 1020-1021. ) 
In the field of epilepsy 

Another point I would like to make is that I have never had it explained to me 
but somehow the expenditure of public funds in research and in training js 
always followed by a greater response from the public itself. This year we were 
awfully pleased to get some increase in the budget of the National Institute of 
Neurologoical Disease and Blindness. * * * I can say, at least: “There is a 
central place where research is going to be conducted. There are going to be 
more men trained. There is hope for you. There is hope for your little gir 
that in the next few years we may be able to find something to control her.” * * * 

Public funds in research and training will promote private funds and wi 
double the value of the Government dollar. (Source: Statement of Mrs. Rut! 
McCormick Tankersley, president, the National Epilepsy League, pt. 4, p. 895 


In the field of multiple sclerosis 


A query: Does the creation of the National Institute of Neurological Diseases 
and Blindness and the appropriations for it in any way diminish private effort? 
Answer: Absolutely no; it only increases it. 

The efforts of this society and all of its organizations that go ahead and in a 
voluntary way try to find results have been multiplied. (Source: Statement of 
Carl M. Owen, first president, National Multiple Sclerosis Society, pt. 4, p. 947.) 


In the total neurological field 


In the summer of 1950, under Public Law 692, this Neurological Institute was 
established. Now, for the first time in the history of our Federal Government, 
there was a concrete expression of interest on the part of Congress in these 
mysterious neurological ills, and now they are developing a double attack on 
the problem with voluntary agencies and the Federal Government through the 
newly created Institute. They have done a good job—a coordinated job—and 
the interest of the public has been stimulated in direct ratio to the increased 
development of the program of the National Institute of Neurological Diseases 
and Blindness. But all this is not nearly adequate to solve the problems posed 
by 20 million sufferers. (Source: Statement of Dr. Cornelius Traeger, Multiple 


Sclerosis Society, pt. 4, p. 871.) e 


In the financing of cancer laboratory construction 

The National Cancer Institute has supported the construction of laboratory 
facilities to the extent of about $16 million. We have done nothing like that 
with the American Cancer Society funds as a matter of policy. Here it might 
be interesting to point out that in regard to the $16 million which is appropriated 
and now spent for the construction of laboratory facilities in cancer research 
throughout the country, approximately $100 million was subscribed locally. So, 
that money is returned about sixfold. It is our belief that both the Americar 
Cancer Society and the National Cancer Institute are supported by public funds 
Those of the Cancer Society are given under voluntary donation at the time we 
conduct our crusade in April, and those to the National Cancer Institute throug! 
appropriations. (Source: Statement of M. R. Runyon, executive vice president, 
American Cancer Society, pt. 1, p. 274.) 


Collaboration between two new forms of organization for health 
matters—the private health associations and the National Institutes 
created by Congress for attack upon disease—is close, continuing, an 
effective. 

These working relationships are so effective as to preclude unpro 
ductive duplication and overlapping in the work of the two kinds of 
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agencies. The mechanics and spirit of collaboration are illustrated 
by testimony in the cancer and arthritis fields: 


In the cancer field 

I have participated for the past 3 years on the Advisory Council of the 
National Cancer Institute. Dr. Cameron, who talked this morning so much to 
the point on the control part of this program, has served on the control grant 
study panel, the group which advises the National Advisory Cancer Council on 
what control grants should be made. 

In addition to these more or less formal lines of communication, there is con- 
tinuous staff attendance at each other’s meetings. Representatives of the Na- 
tional Cancer Institute attend research meetings of the American Cancer Society 
and vice versa. There is joint service between members of our staff and their 
staff on committees, such as the American Committee for the International 
Union Against Cancer, and on the Lung Cancer Committee, as well as on the 
Gastric Cancer Committee. Also, there are frequently many joint project site 
visits to research institutions in the United States performing similar types of 
research. (Source: Statement of M. R. Runyon, executive vice president, Amer- 
ican Cancer Society, pt. 1, p. 274.) 

In the arthritis field 

When the Institute of Arthritis and Metabolic Diseases was established I was 
invited to serve on the National Advisory Council of this Institute. Having been 
in part responsible for the establishment of the Arthritis and Rheumatism 
Foundation, and being in the private practice of medicine, I had entertained 
serious misgivings regarding the place of Government in such a field. However, 
[ accepted the appointment and served until its expiration this year. During 
this period I saw the closest possible cooperation established between the 
Arthritis and Rheumatism Foundation, the American Reumatism Association, 
and the Institute of Arthritis and Metabolic Diseases. The grants-in-aid pro- 
gram carried on by the Institute has been the finest and most efficient program 
carried on it has been my pleasure to see. The major difficulty has been in- 
sufficient funds to support worthwhile projects in research. This year’s in- 
crease in the funds of the Institute will help in a large measure the immediate 
urgencies. As the program has been administered, there has been ideal relation- 
ships between the Institute and the research worker and with the private agen- 
cies. The present situation, then, in regard to this topic, is very satisfactory. 

Finally, I would like to just close this simple statement by speaking of the 
effectiveness of current methods of providing Government support to research 
in these diseases. So far as I am able to see, and I am on the medical and 
scientific committee of the Arthritis and Rheumatism Foundation and the Amer- 
ican Rheumatism Association, and I am well acquainted with the work of the 
National Institute of Arthritis and Metabolic Diseases, there is no undesirable 
competition or overlapping in the function of these three important bodies. 

by design, a certain amount of overlapping in membership on their controlling 
committees has been established. Mr. Floyd Odlum, for example, who is chair- 
man of the Arthritis and Rheumatism Foundation, is also a member of the Na- 
tional Advisory Council on Arthritis and Metabolic Diseases of the United 
States Public Health Service. 

Dr. Bunim here, who is in charge of the National Institute’s program in 
arthritis and rheumatism, is also a member of the executive committee of the 
American Rheumatism Association, and of the medical and scientific committee 
of the Arthritis and Rheumatism Foundation, 

The key people in the several organizations are able to see that undesirable 
overlapping does not occur, and that there is a coordination of the whole effort, 
which I must say is most cordial and helpful in every area. I have seen it in 
operation. (Source: Letter dated October 1, 1953, to chairman, House Committee 
on Interstate and Foreign Commerce, from Dr. Paul Holbrook (Tucson, Ariz.), 
past president of the Anférican Rheumatism Association and former member of 
the National Advisory Arthritis and Metabolic Diseases Council, pt. 2, pp. 517- 
518.) 

Multiple sources of support, adequately and properly coordinated 
through their voluntary actions, as contrasted with a limited number 
of sources of support, have fundamental advantages. 
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Apart from the problem of the coordination of the activities of 
groups supporting research, witnesses spoke of the coordination of 
the work of individual scientists. The consensus was that dir 
coordination by governmental or other superagency is not desir: b le 
Rather, there was strong feeling that scientists and physicians are self. 
coordinated by the very nature and traditions of their work. To at 
et overall coordination would, in the minds of scientists who testi- 
fied, be dangerous. On the other hand, the communication among 
scientists upon which real scientific coordination depends should }y 
strengthened. 

Typic il expressions of these viewpoints on coordination among 
agencies and among scientists follow: 


For all fields 


I think that there is very grave danger in limiting the number of fund-granting 
agencies for medical research to any very limited group of human beings or 
agencies. In other words, the freedom of scientific inquiry is greatly heightened 
when the authoritative control of the acquisition of knowledge is put in multiple 
agency or group hands rather than concentrated in a single authority, because no 
one is divinely ordained in this respect, and unless he were he could not pre 
divine what was coming from any given grant. 

I think it has been obvious from this discussion today that there are a 
number of agencies which are vitally interested in getting increased funds 
from the private individuals of this country; in getting, if possible, an increased 
volume of high-quality research; and in insuring that they are and will be 
spending funds well. 

There are also multiple sources within the Government agencies. I am sure 
not only the Public Health Service, which has been concentrated upon today, but 
others have some interest in this field. I hope that there will be no grouping 
of everything under one single pattern of administrative control because when 
we do that then we obliterate the opportunity for the little-known person, and he 
may be the man who is going to bring us possible knowledge of great importance 
for the future. (Source: Statement of Dr. T. Duckett Jones, medical director, 
Helen Hay Whitney Foundation, New York City, pt. 1, p. 132.) 

For the ne urological field 

The greatest stimulation to research in this field, as in others, however, has 
come from the Federal Government, and it is to Washington that we have looked 
finally for that implementation of the neurological research effort which will 
supplement on a broad seale the efforts of the voluntary health agencies and 
individuals working under university or institutional auspices. While it is 
clear that the Federal Government must bear a large part of the burden of 
support of research in this field, it should not be wholly in their hands. There 
are many authoritative differences of opinion of the kinds of research to be 
undertaken concerning any given problem, and which approach is most valid 

can only be tested by actual experiment. Diversity of support, therefore, guar- 
antees that many different opinions will prevail and that the research attack will 
be various enough to increase the chances for success. (Source: Statement ee. 
pared October 7, 1953, by the National Committee for Research Into Neurological! 
Disorders, pt. 4, p. 981-982.) 


There is no doubt but that the entrance of the Federal Government 
and of the large private agencies into support of research has in 
fluenced the general direction of the Nation’s medical research effort 
in significant respects, and the support of the large private pepetiza 
tions has had a similar effect. he testimony* in the cancer, hea: 
neurology, and arthritis fields, cited above, indicates clearly that more 
is being done in these fields than would have been true if the support 
had not been available. 

The vital importance of leaving to the collective judgment of 
scientists decisions as to the most productive lines of attack on dis- 
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es—whether to concentrate upon causes or cures, whether to con- 
entrate directly upon problems restricted to a disease or whether to 
oncentrate upon problems of potentially wider significance—was 
tressed by many witnesses. In addition, every witness who touched 

pon this topic emphasized that the individual scientist must be free 

‘onduect his work without outside interference. While the need 
for planned research in some areas was mentioned, witnesses noted 
that participation in planned research must be left to the free choice 
of scientists. 

lo assure such freedom of choice, it is necessary that there be ade- 
jiate support for noncategorical as well as for specific disease research. 
From the testimony it is evident that the provision of funds for re- 
earch by public and private organizations has given adequate latitude 

scientists and has permitted them to apply their brains to areas of 
esearch which are in their judgment best designed to produce the 
iltimate answers. 

It seems evident from testimony dealing with the nature of re- 
search in progress that the increase in the volume of research funds 
has enlarged the effective area of freedom through making possible 
. broad research attack of the kind dictated by the combined medical- 
research brains of the Nation. When these questions were discussed 
by witnesses, they reported positively that they were pleased with 
the general quality of administration and with the absence of bureau- 
ratic interference with work supported by these sources, 


In the field of blindness 


As professor of ophthalmology and as a practicing opthalmologist—and I 
lieve I speak for the societies that represent the blind—our confidence must 
remain in Congress to appropriate adequate sums, and we certainly have the 
ntmost confidence in our Institute of Neurological Diseases and Blindness to ad- 
minister these funds properly. (Source: Statement of Dr. Lorand Johnson, 
professor of ophthalmology, Western Reserve University school of medicine, 
pt. 4, p. 1018.) 


the arthritis field 

As the dean of a medical school I have profound admiration, sir, for the way 
in which the United States Public Health Service has handled its important 
work in the research field. I know of no grants that we in the medical schools 
or research institutions throughout the country can handle with greater aca- 
demic freedom—freedom from constrictive redtape—than those which are granted 
to us through the United States Public Health Service through the various 
uational institutes. 

Whatever the feelings of the profession, or various segments of the profession, 
has been on the score of governmental participation in medical practice—and 
that is practically universal—and whatever the feeling may be about the doubts 
that some medical educators have concerning the wisdom of governmental grants- 
n-aid of medical education, I have never or almost never heard any question at 
all raised about the Government grants-in-aid for research. I think one of the 
reasons is that it got started early, and it has been so splendidly administered 
that there could not be any criticism of it. The criticism got nipped before it 
ever could have started. It has been well done. (Source: State of Dr. Currier 
McEwen, past president, American Rheumatism Foundation, and dean, New 
York University college of medicine, pt. 2, pp. 455 and 448.) 


In the mental health field 


The Federal money which has been coming to medical schools has come to 
them with no strings attached to it, and it has been accepted very gladly by the 
deans and has been utilized to the very best of their ability. (Source: State- 
ment of Dr. Francis J. Braceland, psychiatrist in chief, Institute of Living, Hart- 
ford, Conn., pt. 4, p. 1128.) 
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In the cancer field 


We have had from the National Institutes of Health in the various areas very 
important subsidies, both at the teaching level and at the research level. Having 
been honored with the service as chairman of the anatomological study section, 
when it was carried on under Dr, Dyer some 7 years ago and for 5 years haying 
served on that from the standpoint of the requests coming in for worthy research 
projects, I certainly want to testify to the extreme value that it has been to us, 
both from the standpoint of the receiving end and from the standpoint of the 
gram gives us the kind of unity which is really going to bring answers to these 
funds. I want to say that I think it is a most magnificent program. This pro- 
gram gives us the kind of unity which is realy going to bring answers to these 
questions. (Source: Statement of Dr. Charles Doan, dean, college of medicine, 
Ohio State University, Columbus, Ohio, pt. 1, p. 423.) 

The States might well assume broader medical research responsibilities 

The role of States in the health field, as was pointed out above, 
has been primarily in protection of public health and provision of 
medical ¢ are—particularly to tuberculosis and mentally ill patients, 
Indirectly, States finance ‘medical research through their general ap- 
propriations to State universities and medical sc thools. Direc tly, the 
public-health laboratories of a few States conduct medically related 
research, but the great bulk of the work of these laboratories relates 
to diagnostic and other tests. 

The test imony suggests that States might logically undertake wider 

responsibilities for research, in view of their enormous financial stake 
in the reduction of the prevalence of certain diseases (most evident in 
but by no nfeans confined to, mental health and tuberculosis). The 
Council of State Governments has made a concrete proposal for expan- 
sion of research on mental illness by States, “Training and Research 
in State Mental Health P rograms—Summ: iry and Recommends ations” 
(p. 129 of the health inquiry). This realistic and practical document 
might serve as the prototype for inquires into research related to other 
dises uses of iadedend to the States. 
There is no practical alternative in the foreseeable future to sub- 

stantial Federal support for medical research in the universities, medi- 
cal schools, hospitals, and other private laboratories of the Nation. 
This viewpoint was not, however, unanimous since one witness ex- 
pressed the wish that all medical research could be supported by means 
other than Federal appropriations: 

I have not any idea how much money is being collected for medical research 
at the present time. I understand that it is a rather sizable fund, and I think 
probably the men here at the table will be able to answer that better than I can. 

I would say this, however, that fundamentally I believe that it would be best 
if all of this work could be done on a voluntary basis without too much Govern- 
ment help. 

In other words, I think we are doing a pretty good job in most fields of 
research at the present time. I think the Government is doing a good job, but 
I do not think the Government ought to go overboard on it. I think it ought 
to be left so far as possible to the voluntary American way of doing it. 
(Source: Statement of Dr. Edward J. McCormick, Toledo, Ohio, president, 
American Medical Association (Hon. Morgan M. Moulder is member of Com- 
mittee on Interstate and Foreign Commerce), pt. 1, p. 48.) 


As a general consensus, however, it was apparent that in disease 
areas stimulated by the recent creation of National Institutes—most 
notably neurology and arthritis—particularly heavy dependence is 
being pl: aced by ‘the scientific community and by voluntary organiza- 
tions upon the activities of the Federal Government to shi are—and in 
some cases lead—expansion of work, and to symbolize on the national 
scene the significance of the diseases with which they deal. 
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Witnesses expressed these opinions: 


In all fields 


Could I address myself to one remark that was asked of Dr. McCormick, and 
that is the question of the public moneys being used, to just say that if it had 
not been for the National Institutes of Health research programs of the past 
few years, it seems particularly certain that medical science and work going 
on in voluntary and State institutions throughout the country indeed would 
have been very heavily handicapped. The method of administration of these 
erants is a technique which is known very little to the public and is probably 
one of the most extraordinarily successful ways in which public funds can be 
utilized with about as complete freedom as is possible. (Source: Statement of 
Dr. T. Duckett Jones, medical director, Helen Hay Whitney Foundation, New 
York, pt. 1, p. 49.) 


In the field of neurology 


Research devoted to the prevention and cure of these neurological disorders 
must have a high priority. Within the past 2 or 3 years there has been more 
active recognition of this fact by voluntary health groups and the professional 
persons or groups associated with them, and more funds have been devoted to 
research than ever before. But the burden of maintaining adequate health 
services and facilities, plus the tremendous research needs in the field makes 
the total support of research by private sources an obvious impossibility. 
(Source: Statement prepared October 7, 1953, by the National Committee for 
Research Into Neurological Disorders, pt. 4, pp. 981-982.) 


Inthe field of blindness 


Gentlemen, it is virtually impossible for me to convey to you fully the many 
hardships and difficulties encountered by a voluntary agency committed to the 
pursuit of gathering funds for research to prevent blindness * * * I feel confi- 
dent that with unyielding perseverance, in time public recognition and support 
of this important branch of medical research will come. However, we must not 
wait for this public recognition; we cannot and dare not in view of the dis- 
tressing facts and overwhelming need. Gentlemen, I cannot stress too strongly 
the inability of the voluntary agency at this stage to shoulder this grave respon- 
sibility singlehandedly. 

I have had occasion recently to meet with the distinguished members of our 
scientific advisory board and can attest to their strong belief in the great po- 
tential that research holds for finding the solutions to the problems now pro- 
ducing blindness. I welcome this occasion to tell you of the enormous value 
they place on the contribution the National Institute of Neurological Diseases 
and Blindness has already made in stimulating research activity in this area 
of medical research by the financial assistance it has given to date. It is im- 
perative that such support not be withdrawn. It must instead be increased. 
The research activity which it has inspired should not be inhibited. It must 
rather be encouraged, and extended. (Source: Statement of Miss Mildred 
Weisenfeld, executive director of the National Council to Combat Blindness, 
New York City, pt. 4, p. 1010.) 


D. DIVERSITY AND FLEXIBILITY IN RESEARCH 


Just as witnesses stressed the importance of diversity in sources of 
support for research, they emphasized the essentiality of a diversified 
scientific approach to medical research. There was general recogni- 
tion of the need to support research on a scale that will permit work 
both in the laboratory and in the clinic, with freedom to shift em- 
phasis as the needs of science indicate at any stage of research or 
for any disease. 

It is also evident from the testimony that the most effective research 
attack is by a broad spectrum of research expanded across the board 
ranging from basic studies to research directly and currently appli- 
cable to more effective treatment of disease. 
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There was wide agreement that the whole area of medical research 
would benefit by more intensive effort to uncover the ultimate physio- 
logical processes that explain health and disease. ; 

Witnesses noted that such studies often appear abstract and unre- 
lated to disease problems when taken out of the context of the inter- 
laced research approach of which they are an integral part. These 
investigations are, however, on the frontier of medical research. 

In the opinion of many witnesses, not only must the volume of work 
in this noncategorical and basic area be adequately supported, but 
expansion of such studies is a matter of high priority. 

The reason for this belief is the fact that disease is an abnormal 
functioning of one or more parts of the machinery which makes up 
the human body. To understand the abnormality and its causes, it is 
necessary to know and understand the normal processes and fune- 
tions. Thus, one of the primary objectives of medical research must 
be the attainment of knowledge which permits a fuller understand- 
ing of the fundamental life processes that make the body function as 
an organized and well regulated machine. 

Lying behind such studies related to disease is yet another area 
of study of fundamental importance not only to medical but to all 
research. Advances in research relating to medicine will be retarded 
and will ultimately cease unless our knowledge of the ultimate nature 
of the physical universe expands. The thermodynamics of chemical 
reactions, the electrical properties of solutions, sols, gels and mem- 
branes, the basic character and methods of formation and breakdown 
of large molecules, the mathematical techniques by which these 
phenomena are reduced to quantities—all of these must be intensively 
investigated so that the findings can be applied to research bearing 
upon disease. 

Since the witnesses were concerned with medical research, there was 
little direct and explicit reference to the critical importance to med- 
ical and to all science of expansion of tandentaphel studies entirely 
unrelated at this time to disease problems. Yet the general logic of 
the testimony of a large number of research experts, and a number 
of specific lines of testimony, amply demonstrated the concern of the 
medically oriented people for the maintenance of the source knowledge 
upon which they acknowledge ultimate dependence. 

A set of comments of the sort leading to these generalizations is 
reproduced below. 


In the cancer field 


In the field of cancer no valid distinction can be drawn between pure and 
applied research. The investigator in the basic sciences is constantly develop- 
ing new ideas, devising new tools, and exploring new methods of approach which 
he refines and passes on to the clinical investigator. The latter, as constantly, 
is redefining problems, passing back new leads, testing out ideas at the clinical 
level, and thereby channeling the effort of the random investigator. The direct 
and oblique approaches are not so much competitive as complementary. The 
issue is not between alternative strategies. If you are faced by a stubborn 
enemy, a frontal assault is strengthened, not weakened, by a simultaneous and 
sustained attack upon his lines of communication and his source of supply. Con- 
centration of effort is good strategy when you are still feeling him out, still seek- 
ing out his main line of defense. In this situation pressure must be maintained 
on all fronts. One must probe continually anywhere and everywhere looking for 
the weak spots. The war on cancer is still a war of maneuver. The enemy 
is not yet pinned down. We are not yet in position for the grand assault. We 
are not yet sure what types of weapons will be most effective in subduing him. 
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(Source: Statement of Dr. Charles Cameron, medical and scientific director, 
American Cancer Society. Pt. 1, p. 181.) 
In the arthritis field 

The need for new knowledge in the medical sciences is most pressing. We 
need to know more about the structure, composition, and functions of human 
and animal tissues, especially connective tissue. This calls for scientists skilled 
in biology, biophysics, biochemistry (especially enzyme chemistry), endocrinology, 
and clinical medicine. 

It should be emphasized that it is essential that scientists drawn from these 
disciplines must work closely with the clinical investigators who have firsthand 
familiarity with the gaps in our knowledge. The direction, the goals, the needs 
must be defined by the physician who faces the responsibility of controlling these 
recaleitrant diseases. On the other hand, the exploration of the unknown, the 
discovery of enzyme systems involved in mechanism of certain diseases, the 
development of new and precise analytical, chemical, and physical methods, the 
exact nature of hormonal imbalance must be worked out in the laboratory. 
But always there must be the closest possible integration of efforts and inter- 
change of ideas between the clinician and the laboratory worker. (Source: 
Statement of Dr. Currier McEwen, past president, American Rheumatism 
Association, and dean of New York University College of Medicine. Pt. 2, p. 441.) 


In the field of poliomyelitis 


I would like to begin by saying that research on the control and prevention or 
conquest of a specific disease is a little bit different from scientific research in 
general. It has a great deal in common with the process of development which 
vecurs in industry where the product of scientific research in general, the know- 
ledge so gained, is used to achieve a specific cbjective. In other words, you may 
have all the scientific progress made in a field in general, but to bring all that 
progress or knowledge to bear to achieve a specific objective requires a different 
type of organization. 

I think this has a specific bearing on poliomyelitis. I think the utilization of 
accumulating knowledge on poliomyelitis is a special problem which cannot be 
left to the whim and fancy of an individual engaged in scientific research. 
As a matter of fact, I think in general the higher the caliber of the imagination 
and initiative of the individual, the less he is inclined to put those last, finishing 
touches on, that will transform knowledge not yet applicable to that which is 
applicable. 

I believe a certain amount of direction for research in poliomyelitis is needed, 
and information accumulated, particularly in the last 3 years, makes it a par- 
ticularly burning issue at this time. I would think one of the ways to achieve 
this particular objective is to go out and recruit people to do certain work, set 
up the general objectives without telling them precisely what to do, and getting 
them to do the work and acquiring the facilities for achieving that. (Source: 
Statement of Dr. Albert Sabin, Children’s Hospital Research Foundation, Cin- 
cinnati, Ohio. Pt. 3, p. 862.) 

In the field of epilepsy 

What is the story about the research being done in this field of epilepsy? 

There is at the present time a group of investigators who are ferreting into 
the problems of the underlying chemistry of the brain and the underlying 
chemistry that produces the electrical discharge. That is one type of in- 
vestigation. 

Another group of investigations is concerned with the process of hunting for 
that particular spot, somewhere dead center, we could say, which can fire out 
to all the rest of the brain and throw the entire brain into convulsive activity. 

Now, the other investigative work that is going on, or some of it, is a bit 
pedestrian, that most of us are doing in the clinics, in trying new drugs and 
critically trying to assay them. 

On this business of treatment, the real hitting at the problem is by those 
people who are trying to tag the carbon molecule of phenobarbital with an atom 
and trace it and find out where it goes. 

That is also true of all those people studying the enzyme chemistry of the 
drug and the effect on the brain. By that type of approach we think we may be 
able to come far closer in shorter order than by merely using the trial-and-error 
method most of us are using. (Source: Statement of Dr. F. M. Forster, pro- 


fessor of neurology and dean of Georgetown University Medical School. Pt. 4, 
p. 888.) 
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In the heart field 


However, there is one great disseminating lack in our total situation now, and 
I hesitate to mention it because I do not think basic research from a scientific 
point of view is adequately being supported today in relation to what its oppor- 
tunities are and what its needs are. (Source: Statement of Dr. T. Duckett 
Jones, medical director, Helen Hay Whitney Foundation, New York. Pt, 1, 
p. 21.) 

One of the points that I think ought to be emphasized in an introductory way 
is that we speak continuously of basic research and yet, being practicing medica] 
men, we have to deal with the practical aspects of doing the best for the patients 
at the time that we can with what we have available. This has two effects so 
far as research is concerned. It makes us emphasize the practical or treatment 
aspects of the disease. That is particularly pertinent to hypertension, when we 
do not know its cause and we are really groping in the dark as to the proper 
methods of treatment. 

I would say that that feeling has dominated the research that has been done 
in the hypertension field in the last several years. I, myself, have been active 
in it and guilty of it; namely, that we felt that treatment was so urgently needed 
that we have devoted a great deal of time to treatment and as a consequence we 
have perhaps left undone some of the basic research that could be done and 
needs to be done as to cause or mechanisms, if you will. (Source: Statement 
of Dr. Robert W. Wilkins, vice president of the American Heart Association, 
Massachusetts Memorial Hospital, Boston. Pt. 1, p. 129.) 


E. THE CRITICAL PROBLEMS OF MEDICAL RESEARCH 


A line of testimony developed emphatically by a number of wit- 
nesses dealt with the threat to the future of medical research arising 
out of inadequate attention to the training of manpower for the years 
ahead. 

Support of medical research cannot be divorced from research man- 
power and from the strength of the institutions which train research 
manpower. It is manifest that concentration upon support of cur 
rent research—necessary and valuable as it is—has been accompanied 
by inadequate attention to all of the factors entering into the produc- 
tion and maintenance of a larger national pool of highly qualified 
medical research scientists. 

Steps to resolve these problems are clearly the most urgently needed 
action in the whole field of medical research in order to give the Na- 
tion a more adequately balanced total medical research program. 


Problems seen from the viewpoint of heart research 


Dr. WILKINS. Where are you going to get the people and where can you train 
them? This hits into the hard fact, so far as I am concerned, of the needs of 
medical education. 

I do not want to deviate from my subject except to insert for the record, Mr 
Chairman, that medical education today, in my opinion, is in a crisis situation 
and that something has got to be done or the recruits from which we in the re- 
search field hope to draw new material in terms of young, bright minds equipped 
by training to do the work that needs to be done will not be available to us in 
the proper quantities. 

Dr. Wrient. Dr. Wilkins, I am sorry to interrupt; but please illuminate the 
committee on why you consider medical education to be in a critical state at this 
moment. 

Dr. WILKINS. Well, I consider it to be in a critical state because of the medical 
schools, all private medical schools—that is, those not supported by State gov- 
ernments—being financially badly in the red and having been so for a number of 
years. They are losing propositions. 

In my own university the medical schools spend far and away more money 
than any other department of the university and does not even pretend to meet 
from its tuition income the costs of medical education; and the university has 
told us frankly that this can go on for a few years, but it certainly cannot go on 
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indefinitely. That is just one medical school, but I know it is not unique. It is 
country-wide. 

Where you have State or Government support of some kind that situation is 
not as critical. 

Now, speaking for my own school, we would like very much to expand our 
school for the public good, to educate mor doctors, to educate more research 
workers, and to get more people to draw on. We cannot do this under the fi- 
nancial situation in which we now exist * * *. 

I do not know what the solution to this is, but if medical research is going 
to continue as it has in the past to be centered largely—I am not saying totally 
or that it should be totally—around medical schools, schools of medical educa- 
tion, then I believe our most crying need is to do something to relieve the medical 
schools and to get them on a sound economic and businesslike operating budget 
and something that will pay its way at least as it goes. (Source: Statement of 
Dr. Robert W. Wilkins, vice president of the American Heart Association, Massa- 
chusetts Memorial Hospital. Dr. Irving 8. Wright is past president of the 
American Heart Association and professor of clinical medicine, Cornell Uni- 
versity Medical School. Pt. 1, pp. 130, 131.) 


From the vantage point of an expert in arthritis and medical school 
dean 


More medical students are now receiving more and better instructions in 
arthritis and the rheumatic diseases from instructors who are better prepared 
and more interested in the problem than they were in 1948, but still the problem 
of scientific and medical manpower in this field is urgent. Teaching grants, 
research fellowships and research grants are the answer. 

Because for years there was little that medicine could actually do even to 
relieve, let alone cure, those who suffered from rheumatic diseases, both the 
medical profession and the public came to regard them as something you sort 
of “had to learn to live with.” This apathy still persists, although to a more 
limited degree. It is difficult, in many quarters yet, to arouse interest in the 
problem. Medical schools still do not provide adequate instruction in the 
rheumatie diseases to either undergraduate or postgraduate students. Curricula 
are already crowded with other subjects. The schools lack adequate instructors, 
adequate space for research laboratories, clinical investigations and training, 
and specialized training must be provided. This can be done by making teaching 
grants to medical schools. 

The CHAIRMAN, Do you have in mind any program of a legislative character, 
acting through Government agencies, which could improve the situation with 
respect to the number of specialists or a more general diffusing of knowledge 
among practitioners, or through the use of clinics, which would improve this 
situation? 

Dr. McEwen. I am not sure whether this comes under the heading of legisla- 
tive need or not, Mr. Wolverton, but the thing that occurs to me is this: From 
where I sit as the dean of a medical school facing this problem, which to me is 
the basic one, the bottleneck today in our whole program of training more 
physicians who will be interested in these diseases and hence go on to research 
in them, is in teaching grants and construction grants. To me the great needs 
are for teaching grants and for construction grants. I will put them in that 
order, 

In the case of teaching and in the case of construction the fact of the matter is 
that there are only in this country today a handful, perhaps half a dozen, medical 
schools where they have full-time men on their regular staff devoting their 
attention to the rheumatic diseases. Now, there are many, many medical 
schools—practically all medical schools in the country—which have some splendid 
and devoted part-time men who make their living in practice and devote some 
time each day to the hospital and teaching work, who are expert in rheumatic 
diseases. But, important as they are, the whole trend of modern medical edu- 
cation is that the person who makes the impact on the young student is the 
full-time man who is with him all day long, the same way that the man who 
attracts the research grants is the full-time man. How often does a foundation 
or the United States Public Health Service entrust to an individual in private 
practice, let us say, a large sum for research? It is not often. There are brilliant 
exceptions, where magnificent use is made of this, but by and large they do not 
have the time for this sort of thing that the full-time man has. 

Be that as it may, the fact remains that the impact on the student is made 
by the full-time man. 
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Mr. HeEsEtton. Of course, I can appreciate that. On the other hand, if yoy 
set up research projects and set up scholarships and fellowships, and you do 
not have the facilities to put these people into, it seems to me you are running 
up against a dilemma * * *. 

I must confess I do not know whether you should keep your building program 
up or whether you should keep your fellowships or scholarship program up or 
your research activity up, if you have to sacrifice in some other field. 

Dr. McEwen. If I could answer that, Mr, Chairman, I think it is in some 
sense like deciding which one of the wheels of an automobile you are going to 
leave off * * *. Certainly, the needs in research are tremendous, speaking as 
I did a while ago, especially to the point of medical teaching and construction 
grants. 

I, nevertheless, emphasize—I hope properly—the fact that even today, and 
although there is no doubt about the fact there is a shortage of trained people 
to work in this field, even today the National Institute of Arthritis and Meta- 
bolic Diseases receives applications for more worthwhile projects then they 
can use their present research funds to take care of. So, it would be disastrous, 
I think, to back up on the research grant side, and yet, at the same time, if we 
are going to get away from those areas like the Northeast and a few other 
places where they are now looking to do research in these fields and have it 
spread out throughout the country, then, we have got to add teaching and 
construction grants to bring it about. 

Mr. Hese.ton. I notice on this particular sheet that it is stated that the 
request in the amount of $19,584,100 is for the construction of research facilities, 
and such request has been received from 86 leading institutions throughout the 
United States, which indicates that there is a very healthy desire to extend this 
work. We do not want to take anything away from the rest of those which are 
worthy projects, and far be it from me to do that. (Source: Dr. Currier McEwen, 
past president, American Rheumatism Association, and dean of New York 
University College of Medicine, and Hon. John W. Heselton, Committee on 
Interstate and Foreign Commerce of the House of Representatives, pt. 2, pp. 
440, 442, 457, 492 and 493.) 


From the viewpoint of a neurologist and a medical school dean 


The matter of the medical schools was brought up several times. Speaking now 
as a dean, I think I might be able to give you some information you may like 
to know. 

Obviously you wonder why the universities, which we have long looked to 
as the citadels in knowledge, are not forthcoming in backing research. This is 
not only true for this institute but for all institutes. 

I would like, in case you are now aware of the plight of the medical schools, 
to say that at the present time the tuition range in medical schools in most 
areas is somewhere in the neighborhood of $900 per year per student, which 
we think is terrific, really, but the cost of educating that student in the medical 
school averages, across the country, around $3,300 per year. Therefore, we in 
the medical schools are operating at a loss. 

The private philanthropic funds are no longer available, or to a very limited 
degree, so that the medical schools have that particular plight. 

Actually, I happen to be more fortunate than most of my colleagues because 
the rector of our university understands what we are doing. For most of the 
deans of medical schools one of the chief jobs is to sell the president of the 
university the idea of not letting go of the medical school, because they look at 
it as the hole in the bucket of the finances of the university, and they feel that 
the medical school is siphoning out the funds of the whole university * * *. 

Sir, I think that is the situation in the medical schools. (Source: Statement 
of Dr. F. M. Forster, professor of neurology and dean of Georgetown University 
Medical School, pt. 4, p. 889.) 


An adequate number of well-trained scientists is the most important 
single factor in determining whether or not progress is made over the 
years to come in the fight against disease. Money and facilities are 
needed urgently, but they will not of themselves produce the know|- 
edge we need so urgently. The crucial factor is the intelligence of 
adequately trained, dedicated men and women who will, if given the 
opportunity, explore new avenues of science and thus bring us to 
our desired goal. 
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While the existing corps of competent investigators can productively 
use additional funds, as shown shiciie. many witnesses of the highest 
repute warned that for the future expansion of the Nation’s supply of 
medical research manpower is a matter of utmost urgency. 

This manpower is, broadly speaking, of two types: (a) The men 
and women trained to the doctor of philosophy level and beyond in 
various scientific fields, and (6) the small proportion of medical stu- 
dents who, after receiving the doctor of medicine degree, go on to take 
postgraduate training which equips them for research work. The 
former group, by far the larger, consists of biologists, biochemists, 
physiologists, psychologists, biophysicists and many others whose post- 
graduate training equips them specifically for research activity. The 
record of the hearings is studied with references to the expanding and 
vital importance of these scientists to medical research. 

The research physician, a smaller proportion of the total, is indis- 
pensable since without him research involving patients is impossible. 
Witnesses noted the particularly extensive training required of highly 
trained research physicians. After receiving the doctor of medicine 
degree, these people must typically undergo additional years of train- 
ing to prepare them for research. Most of these physician-scientists 
are on the full-time staffs of medical schools. 

Inability of medical schools to finance an adequate number of full- 
time senior faculty positions, particularly for research, is a major de- 
ficieney in the medical research structure of the Nation. 

A grave problem related to the recruitment of research investiga- 
tors is that of affording reasonable assurance that stable, secure, and 
materially rewarding job opportunities will be available. Research 
in the medical and related sciences, as distinct from the practice of 
medicine, is a low-paid profession. Moreover, the income of many 
investigators is not only low, but uncertain. Each year an increas- 
ing proportion of our research investigators is dependent on short- 
term grants or contracts not only for the costs of their research but for 
their very livelihood. Many such individuals do not know from 
year to year whether or not they will be able to continue their work 
during the following year since their salaries, their research, their 
very careers depend on renewal of grants or contracts. A demanding 
profession requiring long years of training that offers low salaries 
and lack of security and tenure, is not an attractive prospect to a 
young man seeking a career. The fact that many brilliant young men 
or women choose a scientific career, at low salary and frequently on 
a temporary and insecure basis, is a tribute to their courage and de- 
votion to a way of life. It is almost certain that unless something is 
done to remedy this serious problem, there will develop a shortage 
of research scientists just as there has developed a nationwide short- 
age of teachers and nurses. 

Mechanisms for solving this crucial bottleneck are being evolved. 
For example, in its testimony (pp. 50 and 110) the American Heart 
Association reported on the establishment of a program of career 
investigatorships : 

The research ideal of the association is best demonstrated by the career in- 
vestigatorship, created in 1951 as the first research position of its kind estab- 
lished in the voluntary health field for the encouragement of unrestricted, life- 


time medical research. The career investigator receives an annual grant from 
the association throughout his productive career. 
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The first recipient of this new type of award, Dr. Victor Lorber, has trans. 
ferred his research activities from Western Reserve University Medical Schoo] 
to the University of Minnesota. Dr. Lorber is engaged in a study of chemica] 
processes within the heart muscle. As funds permit, it is planned to create 
additional career investigatorships in the cardiovascular field. (Source: In. 
cluded in report of American Heart Association for 1952, cited in the hearings, 
pt. 1, pp. 110-111.) 


This corresponds to the establishment or endowment of a profes- 
sorship except that the individual may work at any recognized insti- 
tution. ‘The program, inaugurated in 1951, has now grown to the 
point where three career investigators are being maintained by the 
association. ‘The cost per year of these career investigatorships is 
$25,000 each, including the salary and funds for technical assistance, 
supplies, and institutional overhead. Over a period of 10 years, this 
means the obligation of $250,000 per career investigatorship. 

Considerable sums of money would be required to expand this type 
of support. The magnitude of the sums that would be required to 
affect materially the existing dangerous situation that now exists may 
well require Federal participation to supplement the pioneering but 
limited private efforts. An immediate and practical step forward is 
to make available to appropriate Federal agencies funds adequate to 
establish supplemental forms of support, such as long-term career 
investigatorships, or appropriate modifications of this principle. 

Another facet of the manpower problem is one of recruitment—of 
inducing a larger proportion of our most intelligent young people to 
enter the medical research field. Although the private and govern- 
mental agencies supporting research are providing fellowships to draw 
highly qualified people into medical research, more of these fellow- 
ships are needed for people in training for the doctoral degree, and 
for the more adicaneiil training of those with the degree. 


From the viewpoint of a committee member 


Mr. Priest. Dr. McEwen, in view of the situation which you have described 
as a teaching bottleneck, I wonder if the funds appropriated by the Congress to 
the National Institute of Arthritis and Metabolic Diseases are sufficient? I 
wonder, if we were able to obtain rather considerably larger appropriation, if 
they could be fully utilized under the grant-in-aid system, unless we remove the 
teaching bottleneck existing? I should like to have an expression from you on 
that rather broad question. 

Dr. McEwen. Mr. Priest, that is a question which those of us working in the 
scientific and professional end of these diseases have scratched our heads over 
many atime. I think that the obvious answer to it is that there is an enormous 
need for more research and more funds for training men. Until a greater inter- 
est—and it is growing all the time now—-among the medical students of the coun- 
try comes into being, there is competition for these well-qualified men. There is 
competition among those of us interested in arthritis, heart disease, cancer, polio, 
or whatever it may be, for the men who are really keen young investigators, 
and that is going to be a difficult problem, because there is more work that needs 
to be done than there are trained people to do it. 

My own feeling about it, in answer to your specific question, is this: We know 
now that the funds available at anytime have been far insufficient to meet the 
research needs of the applications submitted for research projects. We know 
that so far we have been able to find the men and the tools to do the work. 

I think in any continuing program—like the one of the NIAMD or the ARF 
or the American Rheumatism Association—there has to be a balanced program 
for each year. We must balance the funds we ask for research in terms of the 
total number of men that we can train. 

I think that so far this is progressing well. Surely, we could use more in 
research today than is available through the NIAMD’s funds. But I think it 
would be silly to say: “Multiply it by 10.” 
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If we did that there would not be the men to carry it out; until we can also 
co on with a training program and train more men. 

Mr. Priest. Your conclusion, as I gather it—and I think my own conclusion—is 
that we well might, in considering future appropriations, emphasize somewhere 
along the line some additional fellowship grants and training grants. I do not 
have the details of the program to tie it in with the appropriated funds; and 
additional emphasis on grants for fellowships and training. (Source: State- 
ment of Dr. Currier McEwen, past president, American Rheumatism Association, 
and dean of the New York University School of Medicine, and Hon. Percy Priest, 
Committee on Interstate and Foreign Commerce, House of Representatives, 
pt. 2, p. 450.) 


From the viewpoint of a National Institute director 


The possibility of immediately enjoying a substantial increase in the number 
of these specialists seems remote. Of the 79 medical schools in the Nation, only 
21 have complete neurological units for the training of personnel in this field; 
and there are only 151 available positions in the entire country which may 
properly be called neurological training posts. (Source: Dr. Pearce Bailey, 
director of the National Institute of Neurological Diseases and Blindness, pt. 4, 
p. 977.) 

In many universities, medical schools and other medically related 
research institutions the absence of adequate laboratory space is the 
most important single factor restricting the volume and kind of medi- 
cal research that they can undertake. The financial status of medical 
schools is such that very few can finance the construction of buildings 
from their own funds, or other private gifts. Federal funds for con- 
struction of laboratory facilities are needed. 

Most witnesses, as indicated by the testimony, considered needs for 
research manpower and needs for research and teaching facilities as 
essentially 1 problem with 2 interlocking parts. Hence, needs for 
construction are interspersed in the general testimony cited above 


relating to the basic general needs of educational instructions. Some 
witnesses, as indicated by the testimony below, specifically singled out 
needs for facilities : 


From the viewpoint of a professor of psychiatry 


I would say we urgently need more research workers and more research facili- 
ties. More Federal aid must be authorized for the construction of such facilities 
and for the training and long-term support of skilled and gifted persons who 
will make a career of this essential work. (Source: Statement of Dr. S. Bernard 
Wortis, professor of psychiatry and neurology, New York University College 
of Medicine, pt. 4, p. 1087.) 

From the view point of a psychologist 

Modern research demands equipment and modern scientific equipment is get- 
ting more and more expensive. Of course, you can run an entire psychological 
laboratory for years on the money it takes to build 1 cyclotron, $1 million or $2 
million. But it’s still true that the cost of laboratories and of scientific equip- 
ment is considerable. It is often thought by the public that the scientist is a 
queer duck who only needs a garret in which he can assemble a few old square 
boxes and some copper wire and the motors he has taken out of electric fans; 
but we cannot get new advances in modern science by continuing to treat scien- 
tists as poor relations. Mme. Curie and her husband worked in a freezing 
cold laboratory and in an unheated shed for years, but there is no reason to be- 
lieve that their blowing on their fingers to get them warm enough to do their 
work actually helped their brains to operate better. 

The mental health expenditures for research operations are very small, as 
we have seen, but the capital expenditures for laboratory space and equipment 
represents an equally discouraging picture. Research scientists must have tools 
and more space in which to use them. (Source: Statement of Dr. Fillmore H. 
5 aeand executive secretary of the American E'sychological Association, pt. 4, 
Dp. L 
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From the viewpoint of a heart specialist 


A number of places are very badly handicapped through lack of facilities: 
Laboratories and equipment. This is a very difficult type of money to get. The 
private agencies can afford to do very little of it. 

So far as I am aware in the heart field, the only construction funds of any 
magnitude or importance were in the 1949 or 1950 fiscal budget for the Nationa! 
Heart Institute, when I think about $6 million was given, and 22 or 23 institutions 
were aided to develop more laboratory research space. That has proved ap 
absolute godsend to those institutions, but there are now many that need such 
facilities, and among them are some of the best rheumatic fever workers in the 
country. (Source: Statement of Dr. T. Duckett Jones, medical director, Helen 
Hay Whitney Foundation, New York City, pt. 1, p. 13.) 


From the viewpoint of a medical school dean 


Dr. McEwen. The other point would be construction grants. If legislation, 
Mr. Chairman, is required to make it possible to give that type of grant over 
and above the research grants that now can be made, then I think legislation is 
needed, but I do not know whether that is a question for legislation or not. 


The problem of adequate stability of support for medical research 
cannot be dealt with solely by providing longer term support for rela- 
tively few outstanding investigators. 

The bulk of medical research cannot be completed in 1 or 2 years. 
A stronger element of stability is needed throughout all the programs 
of public and private agencies supporting medical research. 

The prevailing system of relatively short-term support for research 
projects, even hough it has been modified so that much support is 
for periods of 3 to 5 years, poses difficult problems for institutions and 
for individual scientists. It seems clear that the private and Federal 
agencies administering research grants should—with the institutions 
concerned—pay increasing attention to means of resolving this im- 
portant problem. 


In the rheumatic fever field 


Today we have with 50 or 60 able research workers of various and very differ- 
ent ages, working mostly in our medical schools and research institutes, only 
7 jobs which give them any sense of security or continuity. I think they are 
all very secure intellectual individuals but whether they continue to do this 
work is dependent upon some group of individuals sitting far away from the 
place where the work is initiated and carried on. That is one of the serious 
difficulties today with relation to research support. 

In addition to that, their running expenses are subject to short-term decisions 
by individuals outside of their own institutions and their own group; and | 
would believe that rheumatic fever, like all other areas of research in the health 
field, very badly needs funds which can be designated for use in such ways as 
to give assurance of continuity, so long as work is of a very high level of 
contribution. 

I am not criticizing anyone. I mean this is what was developed in the last 
few years. It is inadequate in the way in which we give continuity and stability 
to those workers who have shown themselves worthy by the repetitive nature 
of the short-term grants, which are very disastrous to any operating research 
group; and I think we have not yet developed a satisfactory program whereby 
we can be certain that we are getting the very best potential personnel for re- 
search and utilizing them well. I think that is the key for future expansion 
and that something could be done. (Source: Statement of Dr. T. Duckett Jones, 
te wines Helen Hay Whitney Foundation, New York City, pt. 1, pp. 13 
an ; 


In the cancer field 


Now I would like to emphasize some of the difficulties of institutions such 
as ours. One of the difficulties is that grants are given on a year-to-year basis 
and under such circumstances it is very difficult for a general hospital to attract 
good research men when it is impossible to offer them a job for more than a 
year at a time. This is no criticism against the various donating agencies, be- 
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cause they have been most generous, to me in particular. Now it seems to me 
that if a contribution can be made and the research potential expanded one 
should take advantage of what large hospitals have to offer, and make it possi- 
ple for them to offer research men a longer tenure than 1 year or 2 years at a 
time. (Source: Statement of Dr. Anthony Rottoni, St. Vincent’s Hospital, New 
York City, pt. i, Pp. 278.) 


In the arthritis field 


Research is costly, hazardous, and totally unpredictable. That is why all 
research must be viewed as a long-term undertaking. Only on a long-term, 
long-range basis does research pay worthwhile dividends. * * * The leads were 
never sO promising and the need in these days of national emergency when 
manpower is at a premium is greater than ever before. * * * (Source: State- 
ment of Gen. George C. Kenney, president, Arthritis and Rheumatism Founda- 
tion, New York City, pt. 2, p. 465.) 


[nthe mental health field 


Federal support of training and research has been emphasized by Secretary 
Hobby (of the U. 8S. Department of Health, Education, and Welfare) as being 
very appropriate Federal functions and great gains have been made through 
the partial realization of that principle. I say partial because much more 
could be done were the provision of research funds to the National Institute 
of Mental Health more extensive and more certain. A year-to-year support 
has its limitations for it forees a research worker to plan his work so that 
it can be completed within a 12-month period, when adequate pursuit of the 
research activity might call for a 5- or 6-year stretch. A short-term project 
is uneconomical and frustrating to those who have long-range plans. (Source: 
Statement by George S. Stevenson, M. D., the National Association for Mental 
Health, New York City, pt. 4, p. 1070.) 


In the blindness field 


In a clinical specialty such as ophthalmology, it is absolutely essential, both 
for teaching and research purposes, that * * * grants of any size be extended 
over a period of 5 to 10 years to attract and keep good scientific and medical 
personnel. The importance of tenure cannot be overemphasized. No amount 
of funds can insure success of research in the absence of continuity of effort. 
(Source: Statement submitted by V. Everett Kinsey, Ph. D., pt. 4, p. 1023.) 

While of less fundamental importance than the problems of man- 
power, stability, training, and research facilities discussed above, 

significant problems exist in communication of research to the public, 
and in communication among scientists. 

Progress in the conquest of disease depends not only on communica- 
tion between physicians and researchers but also upon communication 
to the public at large. The widespread educational programs of such 
organizations as the American Heart Association, the American 
Cancer Society, and similar groups, are creating a growing public 
understanding of the nature of disease and the steps that are being 
taken to combat it. 

The public has demonstrated eagerness to contribute to progress 
in medical science by giving generously to the many drives that have 
been launched in the effort to combat specific diseases. 

A great deal is being done to educate the public to an understanding 
not only of disease but of the nature of research. However, some wit- 
nesses expressed apprehension of the manner in which research and 
research Endings have been presented to the public. There was some 


uneasiness that overemphasis upon the immediate applicability of 
research findings might lead not only to unwarranted hopes, but also 
to failure to appreciate the length of the road ahead and the impor- 
tance of supporting research with no demonstrable, immediate appli- 
cations to disease problems. 
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Science is coordinated most effectively by scientists themselves. The 
major contribution which nonscientists can make to coordination of 
research is to help scientists communicate with each other, for coordi. 
nation is automatic when communication is good. 

Problems exist in opening these channels of communication and 
in keeping them open. 

The most formidable is the vast amount of information being pro 
duced. Significant efforts are being made to organize information 
in various fields. A group of Federal agencies, for example, cooper- 
atively maintain an organization which provides a running inventory 
of most grant and contract supported medical and biological researc) 
going on in this country. A number of organizations condense sig- 
nificant articles in broad fields. 

Most of these services are hampered, however, by the constantly 
mounting volume of literature, by rising costs of publication, and by 
difficulties in finding and retaining qualified manpower. Additional 
financial aid for these purposes would facilitate communication. 

Attendance at meetings, congresses, symposia, and conferences js 
one of the most effective means of communication among scientists, 
Most private and governmental research-supporting organizations 
recognize the value of such travel, and grants in support of research 
usually provide small amounts of money for assistance of travel, 
However, this is rarely enough to cover the needed travel, particularly 
to overseas points. 

A particularly serious aspect of this problem, brought to the atten 
tion of the committee by a university scientist, is that of the very 
rigid limitation of such travel funds available to scientists: : 

If we are going to hope for real cross-fertilization of the mind and further 
development of our Heart Institute as well as the other public-health institutions, 
it is absolutely important for the men working in those institutions to have 
the money to attend the scientific meetings without stint. This is one of th 
most important ways in which they can bring knowledge back to the public 
health institution and, in turn, have it disseminated to the States and at othe 


national meetings. (Source: Testimony of Dr. Robert W. Wilkins, vice presi 
dent, American Heart Association, Massachusetts Memorial Hospital, Boston, 


Mass., p. 27.) 
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CHAPTER III 


ATTACK ON DISEASE BY PREVENTION, CONTROL, AND 
REHABILITATION 


A. PROBLEMS VARY WITH THE DIFFERENT DISEASES 


The health inquiry clearly brought out that the control procedures 
for the different diseases vary considerably. 

First, they vary because of the different ways that disease affects 
people. (Some diseases cause only mild discomfort—others cause dis- 
ability and suffering and premature death.) 

Second, they vary according to the degree of public understanding 
and knowledge about the disease. (People have heard much about 
tuberculosis and cancer and diabetes, too little about mental illness and 
blindness. ) 

Then, too, they vary according to the amount of emphasis given to 
certain diseases by both private and public health organizations. 
(The national voluntary organizations have given a great deal of at- 
tention to cancer, heart disease, and poliomyelitis, while State and 
Federal Governments have provided hospitals and other facilities for 
mental diseases and tuberculosis.) 

Most important, however, is the degree to which control programs 
vary according to the available scientific knowledge. The health 
inquiry brings out the relationship of existing knowledge to the ef- 
fectiveness of the disease-control procedures in four general categories, 
listed below with some illustrations drawn from the testimony. 


1, When the cause of the disease and certain control procedures have 
been develope 
Tuberculosis —Dr. Esmond Long comments on the value of having 
the facts by stating that— 
application of the knowledge we now have would eradicate tuberculosis (p. 555). 


He further comments on the recent advances made because of in- 
creased scientific knowledge as follows: 


In recent years the treatment of tuberculosis has been enormously improved by 
the introduction of new drugs and the use of new principles in thoracie surgery. 
The three most effective drugs are streptomycin, isoniazid, and paraaminosali- 
cylie acid. Combinations of these drugs have been found particularly valuable. 
Surgery of the lung, once a very difficult procedure, has become safe and ef- 
fective, thanks to improved surgical technic, the availability of the new drugs 
and modern anesthesia. The most spectacular advance has been in the excision 
of diseased tissue. Before the new drugs were available this was a dangerous 
procedure. 


Drug treatment and surgery have been aided by noteworthy laboratory ad- 
vances. Bacteriological studies, for example, have brought to light the most effec- 
tive combinations of drugs, and have led to practical methods for preventing the 
development of resistance of the germs of tuberculosis to the drugs used against 
them. Physiological studies, in turn, on the working capacity of the lungs, have 
enabled surgeons to determine safe limits in operating for tuberculosis, and to 
estimate the degree of functional impairment caused by loss of lung tissue. 
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Diagnostic aids, including better X-ray equipment and other testing materials 
have become available, and the differential diagnosis between tuberculosis ang 
certain similar diseases has been greatly improved. 


Poliomyelitis.—The fact that the causative agent of polio has been 
known for some time has led to the hopeful outlook for the develop. 
ment of a suitable vaccine. 

Much progress has been made in recent years in preventing or re- 
ducing the extent of the late crippling effects of this disease. This 
progress is stated by Dr. Charles Wise as follows: 


What can be done in the way of treatment for these patients? Perhaps | 
might just in a very brief and limited way outline what in general is being done 
for the paralyzed poliomyelitis patient today. After the patient’s acute illness 
is over, when the need for a lifesaving measure such as the respirator and 
other acute medical emergencies has passed, the problem then becomes one of 
rehabilitation. Many advances have been made in the past 2 decades in the 
management of the paralyzed poliomyelitis patient. 

These are just a few medical points. First, we can now perhaps limit de. 
formities even in the more severely paralyzed patient to a greater degree than 
we ever could in the past. We do not see the severe deformities nearly as 
frequently today as we did in the past. That is physical therapy, early orthopedic 
attention, prevention of contracted muscles and contractures about the joints, 
deformities of the spine, et cetera. These improvements in technique and physi- 
cal therapy, physical medicine, nursing care, can largely be attributed to the 
stimulation of the National Foundation for Infantile Paralysis in spreading 
throughout the country knowledge of proper methods and techniques on early 
care of the paralyzed patient. 


2. Where control depends on early case finding and treatment even 
when the exact causes are not known 


Cancer.—There is much to be learned about cancer, but important 
advances have been made during the past few years because of the 
tremendous increase in public education and further development of 
early case finding and treatment. Dr. Charles Cameron states progress 
as follows: 


Cancer information is given wide attention in newspapers, magazines, on the 
radio, and television. X-rays are being generated at higher and higher voltages 
and targeted with increasing precision, while radium or its new substitute, radio 
active cobalt, are available widely throughout the country. Surgery has boldly 
extended its frontiers so that there is virtually no part of the body now sacred 
before the scalpel. Virtually everything we know today about cancer has been 
learned in a single generation, yet we are still in the green years of medical 
progress and there is no evidence to justify the resignation or apathy in respect 
of future progress in the control of this disease. 


The belief that an effective program in cancer control will pay off is 
expressed by Dr. Cameron as follows: 


In an analysis of the effectiveness of this type of preventive medicine—preven- 
tive in the sense of preventing deaths—the American Cancer Society studies the 
eancer yield in some 52,000 examinations conducted in 90 detection centers. It 
was found that the rate of cancer for the entire group of examinees unselected as 
to age was eight per thousand. The rate of cancer discovered varied from 1.2 
cases per thousand for the group under 30 years of age, to 34.3 per thousand in 
the group aged 60 and beyond, with, as was to be expected, a progressive rise in the 
cancer yield with advancing years. These facts suggest that, while it may be 
impractical and, indeed, impossible, to examine the entire population for evidence 
of cancer or other disease on a regular schedule, nevertheless an approach to 
effective chronic disease prophylaxis might be achieved th rough the establishment 
of such screening devices as selection according to age. Thus, it seems poor 
eonomy to attempt to find cancer under the age of 40. It appears distinctly worth 
while to do so in persons beyond the age of 50. 
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Mental illness —Even though much of the testimony on mental ill- 
ness concerned the magnitude of the problem and the public reaction 
to mental diseases, there is hope expressed that progress is being made. 
Dr. Francis J. Braceland states: 


Twenty years ago, involuntary melancholia, a disease affecting women in middle 
life, was a great problem. Incidentally, men in middle life have problems, also, 
although they are not quite as dramatic. Then it was known that two-thirds of 
those people had hopeless prognoses. Now the recovery rate, due to new forms 
of treatment and due to a different concept, is well up to 70 percent. 

That is a particularly distressing disease. It is one which used to disturb the 
young physicians most. As you took the wife of a man from him at a mental 
hospital door in good condition, you knew in your own mind’s eye that within a 
period of 8 months one would hardly recognize her. It was a distressing, depress- 
ing, unsettling type of thing to deal with. That has been helped immeasurably. 
It has also been helped in the way that all of these things are going to be helped; 
by a combination of public and private collaboration and cooperation and the use 
of funds in research and in teaching and in the use, also, of the private clinics 
and the clinics for the public in the various cities. 


Mr. Priest expresses the progress made as follows: 


Before asking 1 or 2 questions, I want to make 1 brief observation. Granted 
that we still have a long and perhaps tortuous road to travel before we reach 
anything like an ideal government, I feel the last few years have brought out 
developments that are thrilling in this field. Seeing the presence of Drs. Brace- 
land and Wortis and Felix and Stevenson will recall the discussion we had as 
to whether it should be called a neuropsychiatric institute or a mental-health 
institute, and we decided it should be called the mental-health institute. At 
that time, looking to the original concept of the legislation, this committee felt, 
I am sure, that in addition to providing a central national place for research 
into cause and diagnosis and treatment, that this program would result in a great 
impetus throughout the country at the State and local level in mental health. 
That has been one of the thrilling episodes throughout the country. I have 
noticed a change in the public attitude toward mental illnesses. It is no longer 
considered a disgrace to have in the family someone who is mentally ill. A few 
years ago it was something people tried to hide, and talked about in secret. 
I have seen that change in my own hometown. I think we have attained that 
one goal quicker than I thought we would. 

As a part of this brief observation, I want to pay a public tribute at this time 
to a gentleman who was at that time a member of this committee and who is 
not now a member, the gentleman from Ohio, Mr. Brown. He was the ranking 
minority member of the subcommittee that handled this original legislation. 
We realized that in going to Congress with that proposal, except for the mem- 
bers of this committee who knew what we wanted to do, we were facing some 
members who held the thought that mental health was something we could do 
nothing about. I recall the day before it was planned to bring the bill before 
the House, Mr. Brown called me and said, “Percy, we have the touchiest selling 
job we have ever had. I will stand firm as possible and be as persuasive as 
possible.” I wanted this record to have that personal tribute to the work 
Clarence Brown did on that bill, because without it it would have been impossible 
to getit by. It was difficult at best. 


3. Where more knowledge is needed for control, but limited control 
programs have been developed 


Heart disease —Althought much has been learned about heart dis- 
ease during the past 30 to 40 years, the obstacle to control still is the 
need for more knowledge. Dr. Irving Wright states it as follows: 


: Lack of knowledge is the greatest present obstacle to the fight against heart 
disease. 

Although there are more than a score of different forms of cardiovascular dis- 
ease, three of them are responsible for the bulk of heart and vascular damage. 
These are hypertensive heart disease, coronary heart disease, and rheumatic 
heart disease. The basic causes of none of these disorders is as yet fully under- 
stood. It is clear, then, that decisive progress in controlling heart disease 
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depends on the acquisition of new knowledge. For this reason the program 9 
the American Heart Association has rested, from the beginning, on a foundatigy 
of research, 


The testimony likewise points out a number of important thing 
that are being done in the employment of heart disease patients 
Such projects as that of the New York Heart Association (p. 115) iy 
the development of a model heart kitchen for the cardiac housewif, 
is of great interest and importance. 


4. Where little is known regarding either cause or treatment 


Neurological diseases.—The testimony on this group of diseases jp. 
volving neurology, blindness, cerebral palsy, muscular dystrophy, 
multiple sclerosis, and epilepsy presents a rather dreary outlook. Dr, 
Cornelius Traeger states it as follows: 


I want to speak for the neurological and sensory diseases—the neglected anj 
forgotten ills of mankind—among them both chronic and infectious diseases. 

The number of persons dying from neurological and sensory disorders is ex. 
ceeded only by the number of persons dying from cancer and heart disease. 

The number of those presently affected by neurological and sensory disorders, 
which are of grave or less serious importance, may be estimated conservatively a; 
about 20 million people. That is a great many citizens. 

For most of these diseases the causes are unknown and no specific treatment {s 
available. They chiefly affect children and adults in the very prime of life. 0 
course, that does not exclude us oldsters, as we also get neurological diseases 
but the greater majority of these people are the productive manpower and 
womanpower pool of this country. 

It was emphasized by the chairman that the broad concept of neurological and 
sensory disorders constituting a major health problem in the United States has 
only recently gained roots. 


The need for public understanding about this group of diseases is 
emphasized by Dr. Traeger as follows: 


Another reason is that there has always been a great deal of mystery about 
the brain, which has tended to diminish research efforts in this field. For 
example, when I was a student, and for a great many years after, neurology was 
described as a science of diseases for which nothing could be done. This we ar 
hoping to change. 

Another very important reason is that the nervous system—that is, the brain 
and spinal cord—are enclosed within a rigid bony envelope—the skull and the 
spinal bones—which makes exposure difficult and often hazardous. You cannot 
zo chopping into a man’s brain to do research. It is a difficult and dangerous 
procedure, and the same thing is true with operations on the spinal cord. 

Still another reason, equally important, is that many of these neurological 
disorders have been surrounded frequently by an aura of shame or guilt or social 
embarrassment. The patient with epilepsy or cerebral palsy or multiple sclerosis 
is ashamed of his disease and often tries to conceal or to minimize the external 
manifestations of his disease. The relatives of such patients are too often shy in 
regard to the afflicted ones. The patients and their families are loath to dis- 
cuss the matter and are reluctant to seek others to speak for them. 

It is for these reasons and others that only a small portion of the funds 
appropriated for scientific research have been made available for investigation 
of these disorders. 


Blindness as caused by diseases within the eye was considered as 3 
separate problem in the hearings. Here, too, the need for more know!- 
edge was emphasized by Miss Mildred Weisenfeld: 


However, the unsolved problems in the field of eye diseases remain many 
cataract, glaucoma, optic atrophy, detachment of the retina, certain corneal opaci- 
ties, retinitis pigmentosa—are but a few for which cause and adequate treat- 
ment are unknown to science. The specialty of ophthalmology is young, and the 
ground is fertile for pioneering effort. The unexplored areas are awaiting the 
initiative and genius of our modern scientists. Those who wish to delve into 
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}these unknown fields for the benefit of mankind must be encouraged with 


t 
4 


adequate financial support, facilities, and equipment. It would be unjust and a 


F tragedy unnecessarily perpetrated on countless thousands to deny this support. 


The dearth of dollars must not be allowed to stand as a barrier to progress 


) which can mean hope in place of despair, sight instead of blindness. 


I repeat, the voluntary agency cannot yet assume this enormous responsibility 
alone. It can only be met with Federal aid. 

Hearing defects—The testimony on this subject brought out the 
need for better methods of case- finding and the need for better public 
understanding. Dr. William Hardy ‘stated the problem as follows: 

The general problem of hearing defects and hearing disorders continues to be 
widely misunderstood and misapprehended, perhaps largely because a hearing 


disorder does not show as a human disability; it does not have a mortality rate; 
the fear of continued welfare does not show. What shows is the effect of non- 


' communication or interference with communication in terms of some of the psy- 


chological aspects of being able to converse freely, and that results in a real 


* disability. 


Much of the testimony on hearing defects was the emphasis on the 
need for better early case-finding tec chnique so that correction and pre- 


/ vention of progression can be effected. 


Arthritis, rheumatism.—The need for greater knowledge in regards 
to this problem is brought out by Dr. Currier McEwen as follows: 


The CHAIRMAN, If you wish to answer this question in the same way, do not 
hesitate to do so. 

Do you think the average practicing physician in this country is adequately 
trained to take care of an arthritic patient? That is, do we have enough spe- 
cialists in this field? Do we have enough clinics? How do we compare to Eng- 
land in this respect? 

Dr. McEwen. That is always a difficult question to answer, because you have 
to define what is “adequate’’, do you not? I would say this: That the average 
physician in this country, I would think, is probably as competent to take care 
of these problems as the physicians of most any other country. But if you think 
in terms of adequate care being that care which makes use of the latest infor- 
mation and the finest skills in it, then certainly the answer is that there are a 
very small number of physicians in this country who are fully skilled in these 
diseases. 


Gen. George C. Kenney states the problem in another manner as 


' follows 


There is no doubt that arthritis and rheumatism have earned the unenviable 
right to be identified as the greatest cause of chronic illness and disability in 
the United States today. Of the more than 10,104,000 suffering from the rheu- 


» matic diseases, more than 4,500,000 actually have arthritis. Though there is a 


great deal about these diseases that is not known, there has been comparatively 


» little research to learn the nature, the cure, and the prevention of them. 


There are two reasons for this. First, the fact that so little of scientific value 


) has been known about these diseases. Second, that most types of arthritis and 
rheumatism are not quickly fatal. Unlike many other diseases, arthritis and 


rheumatism rarely are a direct cause of death, though recent studies indicate 
that they help shorten the life span of those who are afflicted. But because the 
fear of death does not exist in arthritis, the public interest and support has 
gone first to those diseases that kill outright. 


He further emphasized the problem of managing this disease as 
follows: 


As important as basic research is, perhaps the biggest problem that exists today 
in the field of the rheumatic diseases is the training of more physicians in the 
diagnosis and treatment of arthritis and rheumatism. In many sections of 
the country the Arthritis and Rheumatism Foundation has been unable to organ- 
ize Clinics and to launch medical progress to aid thousands of sufferers simply 
because there aren’t enough doctors available who are skilled in this field. 
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At present there are only about 750 physicians in the United States who have 
been specifically trained to diagnose and treat the rheumatie diseases. This 
means that there is 1 specially trained physician available for every 165.0000 
persons in the Nation, or 1 rheumatic specialist for every 8,000 persons afflicteq 
with arthritis and rheumatism. 


Diabetes—Although much scientific knowledge regarding the treat- 
ment of diabetes has evolved since the discovery of insulin, much needs 
to be known to effect better control and preventive measures, Dr. Ar- 
nold B. Kurlander emphasizes the need for more knowledge as 
follows: 


1. Determination of etiological factors in diabetes and its complications.—Dia. 
betes may be precipitated or forecast by things and events of which we yet know 
little. These must be sought out. For example, recently it has been shown 
that in some women pregnancy is such a stress that tests employed during preg- 
nancy may forecast the later development of diabetes in the mother and future 
trouble for the child. The exact etiology of diabetes and its complications has 
not been determined. The relationship between good control of diabetes and 
prevention of complications remains to be more certainly fixed. What consti- 
tutes control good enough to prevent complications is to be determined. Many 
of the complications of diabetes, particularly those associated with atheroscle- 
rosis, appear to be disorders of fat metabolism. The etiology of and necessary 
preventive measures for diabetic retinitis are also fields for study. 


That some control measures can be put into effect in the absence 
of all the knowledge is stated by Dr. Kurlander as follows: 


Despite the fact that the etiology of diabetes is not completely known, suff 
cient scientific advances have been made to warrant immediate and substantial 
increase in public-health efforts directed to the control of the disease. A sig 
nificant one of these is early casefinding of the disease, which should result in 
reduction of complications and premature death. 


Yet another aspect of the variations in control programs related 
to specific diseases is the proportion of emphasis given to one disease 
over another at medical schools, perhaps due to the urgency of the 
disease problem in terms of human suffering and subsequent demands 
by the sufferers. The emphasis does not always appear to be in pro 
portion to the burden certain diseases place on public and private 
agencies. For example, the testimony brought out very forcibly the 
tremendous, ever-increasing burden that mental disease places on the 
public and at the same time the relatively little positive action taken 
toward prevention or control for a variety of reasons. Some of these 
mers are emphasized in Dr. Robert Felix’s testimony regarding men- 
tal iliness: 


If the present birth rate remains constant, if the number of mentally ill who 
are hospitalized remains constant, and if the cost for hospitalizing the mentally 
ill remains constant, each year’s crop of new babies will, because of the per- 
centage of them who will go to mental hospitals, cost the taxpayers—this is just 
the taxpayer and not any private foundation—$800 million before they die. 

The CHAIRMAN. It is time somebody began to think about this in a very 
serious way. 

Dr. Fetrx. I wish to God they would, Mr. Chairman. We have many people 
working in this field, but we sometimes get a little heavy hearted. Not through 
any fault of the Congress, because they have been most generous, but there is 
so little public understanding of the problem. If the whole Nation would begin 
to understand; if people would work for their State hospitals and mental- 
health clinics in their communities and assist their schools to develop better 
guidance programs for the students who are having problems; if we could do 
something in the field of marriage counseling to save homes that are breaking 
apart because of psychological reasons, much could be done. These things mean 
as much as the funds which you and those in the upper House between you appro- 
priate for the program which I have to administer. I do not mean by this, gen- 
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tlemen, that I could get along with less, but that is one aspect of the program and 
public understanding and support are other important aspects. 

For some reason or another, gentlemen, there seems to be a feeling among many 
of the people in our country—the people on the highways and byways and my 
bome in Kansas and your home wherever it may be—that if you forget about 
mental illness and ignore it, it will go away. There is another thing I would 
like to mention. And this is something that I wish someone, maybe some of you 
centlemen who are experts in public life and know how to sound out the opinions 
of people, could suggest methods of handling. If a person other than we who 
are professional psychiatrists, psychologists, and so forth, shows an interest in 
mental illness and begins to push for increased attention to the problem, imme- 
diately you will see people who will begin to look at him out of the corner of their 
eyes and wonder why he is so interested. They suspect something happened to 
him or some member of his family. 


B. COMPLEMENTARY CONTROL MEASURES 


It is apparent that even partial control of many diseases requires 
more than purely medical measures of diagnosis, treatment, and pre- 
vention. While there cannot be any sharp div iding line between direct 
and complementary control measures, it would be useful to mention 
some of those activities which, in the opinion of experts, are helpful 
in the application of medical techniques. 

Perhaps the most important of these supportive measures is public 
education and the bulk of this section will be devoted to this topic. 
Other activities complementary to control programs include such 
things as community tumor registers to which hospitals and individual 
physicians report cancer cases under their care. These registers 
greatly aid accurate determination of the extent of the local cancer 
problem, the results of various forms of treatment, and provide a help- 
ful key to several important followup services. In the same general 
sense are the social and welfare services afforded in communities with 
well-developed chronic-disease control programs. These services help 
the patient and his family by assistance in meeting the social and 
economic problems that frequently are involved. Of like nature are 
the home-nursing and nursing-aid services provided by health depart- 
ments, public welfare agencies and voluntary organizations. 

Another good illustration of the numerous and often vitally import- 
ant services in support of direct control efforts is the program of the 
National Heart Institute for training laboratory technicians. Teams 
of experts furnished by official and voluntary health agencies move 
from State to State to provide intensive training for technicians in 
laboratory methods for accurate determination of the blood-clotting 
capacity of individual patients. With this information, physicians 
are enabled to make the most effective use of certain new drugs that 
have become available for treatment of some forms of heart disease. 

The efforts of public and private health agencies, industrial and com- 
mercial firms, insurance companies, and others to encourage periodic 
physical examinations are another example of programs serving an 
extremely important function in the control of many diseases. 

As stated above, one of the most vital measures leading to the control 
of almost all important diseases is public education. This public en- 
ightenment is needed in many instances to appraise people of the 
existence and the extent of the diseases themselves. This is especially 
true of diabetes, early cancer, and certain other chronic and degenera- 
tive diseases. 
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The solid need for education is forcefully illustrated in the cancer 
field : 


Cancer of the breast, treated under the best circumstances today while th 
disease is confined to the breast, can be cured 7 or 8 times out of 10. Of all cases 
with breast cancer in the United States, we are not curing more than one-third, 
Cancer of the neck of the womb—leading cause of death from cancer among 
women—is now curable 7 times out of 10 when it is treated while the disease js 
confined to the cervix; we are not curing more than 20 percent of cancer of th 
cervix in this country. Cancer of the mouth is curable in two-thirds of the cases 
when it is treated while the tumors are no bigger than my little fingernail, 
Countrywide, we are not curing more than one-third of our oral cancer. Nov, 
this disparity is identifiable for almost every form of cancer and it is the basis 
for the program of education and control, which I trust will be elucidated in more 
detail as the days go on. 

In aggregate, what I have said means that it is possible today to cure one-half 
of all cancer. We are actually curing only one-half of that half. (Source: State- 
ment of Dr. Charles Cameron, scientific and medical director of the American 
Cancer Society, p. 201.) 


To meet this need the American Cancer Society has conducted an 
intensive campaign : 


Recognizing the critical importance of time, or delay, in influencing the results 
of cancer treatment, a group of doctors in 1913 recommended the establishment 
of a voluntary organization whose objective it would be, among other things, 
to develop and carry on a broad program of public education. Specifically, the 
program would seek to inform the laity of the early warning signs of cancer and 
to make clear the importance of immediately heeding them. Today this program 
of public education continues and its basis is the seven danger signals of cancer 
Every medium of communication and public information is utilized in promulgat- 
ing this information: Printed pamphlets, motion pictures, radio, television, ex- 
hibits, window displays, billboard posters, car and bus cards, bulletin-board hand- 
bills, special mailings, and talks by properly qualified persons to groups and 
assemblies of many kinds, such as women’s clubs, parent-teacher associations, 
church guilds, industrial groups, and mass public meetings. 

Recent studies offer evidence that this 40-year-old effort in health education 
of the public has borne fruit. Virtually every study of the trend of the factor 
of delay for which the patient is responsible has shown a consistent lowering 
in the element of delay. To put it another way, more patients are being seen 
with earlier cancer than ever before. These findings are substantiated by the 
experience of most practicing physicians who have commented on this facet 
of the problem. (Source: Statement of Dr. Charles Cameron, scientific and 
medical director of the American Cancer Society, p. 143.) 


The immensity of the task of educating the entire population of 
the Nation is shown by looking simultaneously at the cure rate and 
the educational campaign. 

The American Heart Association conducts a similar campaign, and 
for the same essential reason. Many forms of heart disease can be 
dealt with best if people know enough to seek help early. 

The relative role of private and public effort in this field varies 
In some disease areas, the effort is a joint one, as shown in the heart 
field: 


The observance of the collaborative principle on the part of the groups inter- 
ested in the cardiovascular disease problem is significant. Coordination is bein: 
achieved by the various agencies through the interchange of information and 
by a truly cooperative spirit. The American Heart Association and its affiliates 
other interested voluntary organizations, foundations, and privately financed 
groups, mutually share the responsibilities with public agencies. An exemplifi- 
eation of this is particularly evidenced in the close working relationships be- 
tween the American Heart Association and the National Heart Institute. The 
collaboration is not passive, but active and positive. 

The National Heart Institute’s existence and place in this partnership is 
another manifestation of the crystallized recognition of the importance of heart 
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diseases. The National Heart Institute and its program also mark acceptance 
by the Federal Government of its responsibility in this problem. (Source: 
Statement of the National Heart Institute, p. 69.) 

In other areas, as in the case of tuberculosis, the load of education 
is carried almost entirely as a private task : 

Little of the Public Health Service’s resources are uSed for direct services 
in public education. The National Tuberculosis Association has been actively 
engaged in public education since 1904, and its effective work in this field permits 
the Federal effort in the TB field to be directed toward areas where private 
efforts have to be supplemented. Public Health Service participation in public 
education is limited to consultation and assistance to National, State, and local 
groups. Aid to professional education, on the other hand, is provided by both 
the Public Health Service and the National Tuberculosis Association, since 
neither has had resources adequate to do the total job. (Source: Statement of 
the National Tuberculosis Association, p. 561.) 


C. REHABILITATION 


No program of a health nature can be considered to be fully adequate 
until it provides for the total needs of a diseased person from the time 
he becomes ill until he assumes his rightful place in his home and com- 
munity. It is important 3 course to prevent disease and alleviate 
human suffering, but the Nation’s economy and its ever-increasing 
groups of older people critically need to have the mentally and phy- 
sically disabled persons assuming an active part in home and com- 
munity life. The welfare of the individual, his family and his com- 
munity are all better served when the afflicted person is properly 
taught to compensate for the crippling effects of his disease that has 
been remedied insofar as possible. Rehabilitation is both a health and 
vocational attack that may lack some of the glamor of other health 


programs, it will still remain a sizable problem as an aftermath of 
many diseases even after we may some day hopefully prevent some 

fthem. Thus rehabilitation is a major weapon in dealing with the 
couneiigiild of diseases. One witness said: 


To the individual patient who has poliomyelitis today or to the member of a 
family of a patient paralyzed with poliomyelitis, despite the exciting news of 
prevention in the future, the actual treatment and rehabilitation of the patient 
is still the No. 1 problem. 

We consider rehabilitation as the preparation of the patient physically, 
mentally, socially, and vocationally for the fullest possible life compatible with 
his ability and disabilities. 

As for the life expectancy increases, as degenerative diseases and associated 
disabilities increase, as there are improvements in surgery, and as defenses 
against infectious diseases are found, all of these things will save lives but 
yet put a greater burden on medical science and the community for rehabilita- 
tion purposes. (Source: Dr. Charles 8S. Wise, professor of physical medicine and 
rehabilitation, George Washington University School of Medicine, pt. 3, pp. 
855-857. ) 


Another witness stressed that— 


In those areas where science and medicine still have not found all answers—in 
cancer and heart and in the major neurological diseases including blindness and 
deafness and many other things that result in crippling conditions for people— 
the only thing we have to offer, really, after the disease has once been contracted 
and medical science has done all that it can in the way of treatment, is re- 
habilitation. (Source: Miss Mary E. Switzer, Director of the Office of Voca- 
tional Rehabilitation, Department of Health, Education, and Welfare, pt. 3, 
p. $13.) 


In nearly all of the disease conditions covered, rehabilitation was 
recognized as being essentially interdependent with prevention and 
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research. As one witness put it, after describing graphically some of 
the current social and employment handicaps under which persons 
with epilepsy struggled to be self-supporting : 


Basic research must be carried on, but public education, too, must be carrieq 
on, as well as rehabilitation, so that we can make use of the abilities and capaci. 
ties of these people, as they exist right now. You just cannot tell an individu: al to 
wait until something comes out of the laboratory. (Source: Dr. Harry Sands. 
executive director, Epilepsy Association of New York, pt. 4, 987.) 


Rehabilitation, encompassing needed medical care, vocational 
counseling, educ ation or retr aining, and placement in work suitable 
to the individual’s abilities, has fully justified its expenditures. 

In 1952, nearly 67,000 handicapped persons were rehabilitated by 
the State-Federal — of vocational rehabilitation. Of this 
number, more than 48,000 were not employed at the time services 
began. Their combined earnings before rehabilitation amounted to 
$16 million a year 


After rehabilitation they were earning wages at the rate of $116 million a year, 
An estimated $10,400,000 in Federal income taxes will be paid by these persons 
annually. At this rate it will take less than 3 years for these rehabilitated 
individuals to pay back into the Federal Treasury in income taxes alone the 
entire $21 million in Federal funds spent on their rehabilitation. Few invest- 
ments pay such excellent dividends. Even if the costs of surgery, appliances, 
and other special expenses doubled, this would still represent a very high retum 
on investment. (Source: Mr. Lawrence J. Linck, executive director, National 
Society for Crippled Children and Adults, Inc., pt. 4, p. 1,025.) 


In 1951 the public vocational rehabilitation programs: 


* * * rehabilitated about 63,000 or 64,000 people * * * of whom 4,000 were polio 
patients. * * * They were a young group * * * so only a small proportion of 
them had found their way to the relief rolls. They were, rather, supported by 
their families and others. Most of them were unemployed when they needed 
and applied for rehabilitation. They were earning about $728,000 a year then. 
After rehabilitation, when they had been in their first job from 3 to 6 months they 
were earning $7.4 million a year. 

* * * For the 64,000 people who were rehabilitated last year, and you realize 
that the large majority of them were not employed and that about 12,000 of them 
were on relief and had been on relief for a number of years before they were 
rehabilitated, you get a little better picture of what rehabilitation means in the 
long pull. (Source: Miss Mary EB. Switzer, Director of the Office of Vocational 
Rehabilitation, Department of Health, Education, and Welfare, pt. 3, pp. 816-817.) 

We are getting around 400,000 new cases (of arthritis) a year * * * and that 
is a conservative estimate, just as the 10 million figure is a conservative estimate 
of the total. 

From the standpoint of the national economy, it is good business to treat these 
arthritics. Each year the wage earners are losing approximately 960 million 
man-hours of labor due to the rheumatic diseases * * * The old attitude of 
doctors that nothing could be done for the arthritic has really got to give wa) 
to the proven fact that something can be done for any arthritic and that the 
great majority of them can be restored to useful productive life. The doctors 
themselves have given me the estimate that at least 70 percent of these sufferers 
can be put back to work and can be restored to something besides mercy. 

* * * We can find skilled labor in that 70 percent that can be put back to 
work. (Source: Gen. George C. Kenney, president, Arthritis and Rheumatism 
Foundation, New York City, pt. 2, pp. 466-467.) 


Current rehabilitation programs of both governmental and volun: 
tary agencies are now serving only a fraction of those disabled per- 
sons who need such services. 

We have insufficient numbers of trained rehabilitation personnel of 
all kinds—physicians skilled in rehabilitation, physical therapists, 
occupational therapists, social workers, and vocational counselors. 
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Many physicians do not as yet understand the value of rehabilitation 
or incorporate rehabilitation techniques in their day-to-day [Cop 
The teaching of rehabilitation as an integral part of medical care is 
yroceeding only slowly in medical schools. 

RiORey SONY Paap: ’ 

All public vocational rehabilitation programs are inadequately 
financed to meet the backlog as well as the new cases of disability pro- 
duced each year by disease, injury, and congenital causes. 

We have far to few rehabilitation facilities in hospitals, and too few 
rehabilitation centers located strategically throughout the country so 
that severely disabled people can be restored to maximum functioning 
as near as possible to their home communities. 

Research in rehabilitation principles and methods is urgently 
needed as a basis for improving rehabilitation practice. 

Public and employer understanding of the capacity of disabled 
persons needs to be increased if their full contribution to the Nation’s 
economy is to be realized. 

In relation to the size of the load, one witness said: 

* * * There are probably 2 million to 4 million to 6 million, depending upon 
whom you count and whether you count people in institutions or include the 
mentally ill or not, who should be benefiting from vocational rehabilitation * * * 
and who would be productive workers if they were able to have the services. 
Each year about 250,000 more are added to that backlog. (Source: Miss Mary 
E. Switzer, Director of the Office of Vocational Rehabilitation, pt. 3, p. 815.) 

Of an estimated 314,000 blind persons in the United States, about 
36,250 are considered employable in sheltered workshops and home 
industries, and another 36,250 are regarded as employable in industries 
and professions. 

* * * Our Federal and State Governments are spending, annually, about $12 
million to administer programs of vocational rehabilitation for blind individuals, 
as compared with an annual amount of $70 million spent for public assistance 
and medical care for the blind. (Source: Miss Kathern F. Gruber, assistant 
director, American Foundation for the Blind, Inc., pt. 4, pp. 997-998.) 

In relation to the outstanding need for qualified rehabilitation 
personnel, another witness commented : 

* * * We came up with the idea we were at this moment in rehabilitation 
where we were 20 years ago in scientific research. You have to train people 
qualified to carry out the result of scientific research. Today we are not train- 
ing enough people who have an understanding of rehabilitation work * * * 

We are trying * * * to establish training centers in university hospitals 
where every medical student will be familiar with the total concept of rehabilita- 
tion. At the same time, graduate students are learning the techniques of re- 
habilitation. There are 78 medical schools and I would hope there might be suf- 
ficient money to do this in all 78 medical schools * * * If every student who 
graduate from medical school realizes that something can be done, he, himself, 
can do something in his local community through the process of screening and 
sending to those centers the most complicated cases. (Source: Dr. Hart BE. Van 
Riper, medical director, National Foundation for Infantile Paralysis, pt. 3, 
p. 821.) 

In epilepsy, which affects an estimated 1.5 million people in this 
country, new drugs have been discovered that can control seizures 
in about 80 percent of the cases. The cost of such treatment to each 
individual is about $100 a year. 

In spite of these advances, the stigma of the disease and lack of 
understanding on the part of the public generally have delayed the 
rehabilitation or large numbers of epileptics. As one witness put it: 

I have yet to see a patient with seizures who is working and carrying on his 
job at the level of his own capabilities * * * Everyone * * * certainly would 
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have been doing a better job and would have been working at a higher leye 
were it not for his seizures. 

Even though an epileptic can be employed—and it is difficult if he is an epilep. 
tic—he is still not doing as much for the community as should be done. (Source 
Dr. F, M. Forster, professor of neurology and dean of Georgetown Universit; 
Medical School, pt. 4, p. 885.) 


The core of the rehabilitation job is, of course, services to physical); 
and mentally disabled people that w ill enable them to be self- support. 
ing or, at least, to care for themselves to the maximum degree possible 
Rehabilitation represents a— 
blending of services from the fields of medicine, social work, psychology, edi 
tion, and employment. (Source: Statement prepared by the National Institut 
of Mental Health, PHS, pt. 4, p. 1120.) 

But the total rehabilitation job facing the American public loons 
much larger, for it involves not only provision of services but man) 
facturing the tools for those services (research), training professiona 
personnel to use those tools, and the construction of facilities of vari- 
ous kinds in which the tools of rehabilitation can be used most 
effectively. 

The resources of both governmental and voluntary agencies, there- 
fore, must be brought increasingly into the attack upon disability. 

The substantial contributions toward support of professional train. 
ing for rehabilitation personnel and research in rehabilitation which 
the National Foundation of Infantile Paralysis, the National Society 
for Crippled Children and Adults, the American Heart Association, 
and numerous others have formed the basis for a workable partner. 
ship with public agencies. 

The importance of such partnerships was stressed repeatedly. 
For example: 

* * * The National Society for Crippled Children and Adults believes the 
problem of crippling in general, and crippling as a result of neurological diseases 
in particular, to be a tremendous one requiring all the energies of public and 
private agencies to meet. Additional funds and additional numbers of trained 
personnel are critically needed to provide and staff services and facilities which 
will bring to the crippled of our country all of the techniques of rehabilitation 
of which we now have knowledge. Similarly, there is an urgent need for vastly 
increased research efforts in fields where we already have reason to believ 
heartening results can be realized and in fields not yet explored. 

Speaking as a voluntary agency whose strength lies in the local communities 
where direct services must be provided to reach the individuals in need of then 
the national society pledges its financial support to research, to the limited extent 
to which it has funds available, while increasing its programs of care and treat 
ment, and education to keep pace with research developments which we believ 
will be made possible through adequate appropriations for the National Institute 
of Neurological Diseases and Blindness. (Source: Statement by Lawrence J 
Linck, executive director, National Society for Crippled Children and Adults, Inc 
pt. 4, p. 1,027.) 

Several witnesses pointed to the need for integration of rehabilta- 

I £ 
tion and basic medical education. One said: 

You cannot build on a solid foundation with continuity of operation in the 
field of research or rehabilitation, unless it is tied in closely with the mainstream 
of medical education, which must be supported and expanded. (Source: J. M 
Ulmer, Cleveland, Ohio, formerly member of the Advisory Council on Neurologi 
eal Diseases and Blindness, pt. 4, p. 1,021.) 

Rehabilitation is both an integral part of medical treatment and 
an extension of nonmedical services. Sometimes new medical or 
surgical advances open up new opportunities for the rehabilitation 
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of patients formerly condemned to inactivity or uselessness. An ex- 
ample is cardiac surgery of patients with longstanding rheumatic 
heart disease. Now cardiac surgery, supplemented by wise counseling 
and job placement, or pone even by complete retraining for a new 
vocation, is making rehabilitation a reality where once no hope was 


possible. As one witness said: 


Surgical correction of valve deformities * * * is an important feature in 
helping some of the adult individuals with crippling heart disease to resume 
reasonable active existence. (Source: Dr. T. Duckett Jones, medical director, 
Helen Hay Whitney Foundation, New York City, pt. 1, p. 12.) 

Rehabilitation must be directed not only to the new cases of dis- 
ability arising each year, but must also concern itself with old cases. 
Even if a cure or a sure method of preventing a disease were found 
this year, we would still be confronted with the urgent need for re- 
habilitating those disabled in previous years. People paralyzed as a 
result of poliomyelitis offer outstanding examples of significantly 
large backlogs of disability. 


The National Foundation for Infantile Paralysis from 1938 through 1952 spent 


$145 million for patient care. By the end of 1953 it is estimated that more than 
258,000 patients will have received direct financial assistance, in whole or in 
part, from the National Foundation for Infantile Paralysis. In 1952 alone the 
patient-care program expenditures were $24,910,000 for aid to 80,000 poliomyelitis 
patients, more than half of them victims of previous years. 

The long-lasting effects of this disease are illustrated by our finding during 
the first 4 months of 1953, that of 6,064 poliomyelitis patients admitted for 
treatment, 1,031 had their initial attack in 1988 or before ; 388 in 1948 or before. 
During 1953 the national foundation still was paying for care for some victims 
stricken in the 1916 epidemic. (Source: Dr. Hart E. Van Riper, medical director, 
National Foundation for Infantile Paralysis, New York, pt. 3, pp. 770-771.) 

Diabetes mellitus, too, is a disease which produces disability that 
must be dealt with over many years. In the treatment and rehabilita- 
tion of diabetics there is not only the continuing problem of control, 
but also the probability of secondary complications. The estimate 
that “diabetics are disabled about 15 percent of the time” suggests the 
enormous loss of this serious crippling disease which affects an esti- 
mated 2 million people in the United States and indicates the con- 
tinuing need for both medical care and rehabilitative services through- 
out the course of the disease. (Source: Dr. Arnold B. Kurlander, 
Assistant Chief of the Division of Chronic Disease and Tuberculosis, 
Public Health Service, pt. 2, p. 537.) 

Rehabilitation, like research and control, must be cooperatively 
undertaken by both governmental and voluntary agencies. In the first 
place, the total job is far too large and too complex for any single- 
headed attack. 

Secondly, voluntary agencies have gained valuable experience in 
attacking certain problems of disability which should be fully utilized 
in future efforts to expand and improve rehabilitation services. As 
only one instance, the pioneering efforts of the American Heart Asso- 
ciation in promoting cardiac-in-industry programs and establishing 
work classification units in cardiovascular clinics or rehabilitation 
centers offer many potentialities for coordinated services to workers 
with heart disease. 

Throughout the history of rehabilitation in this country— 
the private agencies’ contributions to rehabilitation are very outstanding * * *. 
Dr. Sabin mentioned Mr. Milbank’s support of the early research in polio. Mr. 

44297545 





60 HEALTH INQUIRY 


Milbank was one of the earliest supporters of the rehabilitation work. It Was 
through his support that Colonel Smith’s institute in New York (Institute fo, 
the Crippled and Disabled) was begun, which did such an outstanding job he 
tween World War I and World War II and is still doing it * * *. We have ony 
two rehabilitation centers supported by the public program. One is in Vir 
ginia, at Fishersville, and one is at Okmulgee, Okla. The rest of the rehabilitg 
tion centers and so-called curative workshops are usually community operated. 
supported by a variety of community organizations, usually local philanthropies 
* * * Most of the service that has to be purchased or provided, in commo; 
with hospital services the country over, is provided by nonpublic institutions 
There are very few public institutions that have adequate rehabilitation centers 
A little start was made at Gallinger; and Bellevue, in New York City, is famons 
for its rehabilitation center. (Source: Miss Mary E. Switzer, director, Office of 
Vocational Rehabilitation, pt. 3, p. 819.) 


Many voluntary agencies, too, have a network of State and local 
chapters or affiliates which have united with governmental efforts to 
assess needs for rehabilitation and to develop additional needed sery- 
ices and facilities. The local crippled children’s (Easter Seal) so- 
cieties, local cerebral palsy associations, and local tuberculosis associa- 
tions have been especially active in many localities in community plan- 
ning for the disabled and the extension of services to new categories 
of disabled persons. 


In this fight against cerebral palsy there are now extensive provisions being 
made for much-needed diagnosis, treatment, care, education, and other assistance 
for as many as possible of the cerebral palsied * * *. Today United Cerebra 
Palsy affiliates around the country are working diligently on such programs of 
assistance * * *, However, we know that this helping of the individual cerebra 
palsied, important as it is, will not solve the real problem. It is obvious that th 
eventual conquest will come in the same manner that has proved successfu 
with our health foes—organized research to discover, first the cause or th 
causes; second, better methods of technique of treatment; third, probably, pos 
sible, or even partial preventives, palliatives, remedial procedures, and perhaps 
some day a cure for some types of damage. 

This is a mammoth undertaking, much too big to be financed by any loca 
affiliate or group or single national voluntory organization. To be at all effe 
tive, however, it must be pursued on the national level * * *. (Source: Dr 
Glidden L. Brooks, medical director, United Cerebral Palsy Association, pt. 4, py 
914-15.) 


The reciprocal effect of public and private funds on the adequacy 
of support of a program was strikingly brought out in the healt! 
inquiry : 


* * * Somehow the expenditure of public funds in research and training is al 
ways followed by a greater response from the public itself. (Source: Mrs. Ruth 
McCormick Tankersley, president, The National Epilepsy League, pt. 4, p. 895 


In one significantly large category of the disabled—the mentally 
ill—the need for an integrated public and private effort was als 
stressed : 


Unlike other medical fields, psychiatry has been in large part “State medicine 
in this country; and it is difficult to envisage any other system for handling the 
bulk of the hospitalized mentally ill because of the social and catastrophic na 
ture of mental disorders. Nevertheless, like all “State medicines” the syste! 
suffers from lack of personnel, lack of incentives, insufficient reward for a 
complishment, lagging research, the (ups-and-downs) of public interest and sup 
port, and the like. Even so, great progress is being made in our mental hos 
pitals today. But progress will proceed at a much quicker pace if we harness 
the total forces available, both private and public, to a better integrated effort 
State and Federal governments cannot do the job by themselves. Individua 
community effort and resources must be brought into the picture. (Source: 
TIaniel Blain, M. D., medical director, American Psychiatric Association, pt. 4. 
p. 1120.) 
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Rehabilitation has many intangible values that contribute materi- 

ally to the strength of family relationships and to the personal dignity 
of every citizen of our democracy. As one witness phrased it: 
There are other benefits of rehabilitation besides the economic. The value of 
rehabilitation to these persons in terms of personal development and personal 
freedom is immeasurable. No one can place a value on ability to lift a spoon 
to feed oneself or to walk across a room, and these are the things that rehabili- 
tation has meant to many disabled persons. The increased ability of handicapped 
individuals for self-care and employment creates a beneficial effect on the morale 
of the individual’s entire family, his community and society as a whole. (Source: 
Statement of Lawrence J. Linck, executive director, National Society for Crippled 
Children and Adults, Inc., pt. 4, p. 1026.) 

Even in cases where dollars-and-cents savings can be clearly shown 
as resulting from rehabilitation other beneficis 1] effects can be observed. 
When a husband and father is restored to wage-earning status, he 
regains his status as chief breadwinner and provider for ‘his family ; 
while his wife, poorly prepared for outside employment, can return 
to her own best job, that of homemaker for the family. When a dis- 
abled youngster is trained for a job he can do, and brings home his 
first paycheck, who can measure his pride in being able to stand on his 
own feet and look forward to a normal life in which he can take his 
place in the community ? 


D. THE ACUTE AND CHRONIC NATURE OF SOME DISEASES 


The management of some diseases is complicated by the fact that 
they have both acute and chronic phases. Contrary to a widespread 
general impression several infectious diseases are in this category. 
Rheumatic heart disease resulting from infections, and poliomyelitis 
are examples. 

Some of the so-called purely chronic diseases, such as cancer, have 
their acute stages when the primary aim is to prevent death. Then 
follows the long process of medical, emotional, social, and economic 
—— to the chronic phase. 

3ecause up until recent years medical and public health attention 
has been focused mainly on the acute phases of disease that few of our 
hospitals are designed and staffed to deal with long-term effects. To 
some extent this may also be said of the training received in the past 
by physicians, nurses, and public-health workers. 

With the gradual conquest of many of the acute infectious diseases 
and the consequent growth of the chronic illness problem, it would 
now appear that a great deal more thought should be given to a com- 
pensating shift in medical, hospital, and ‘public health programs. It is 
apparent from the major emphasis now being placed on research in 
the chronic illnesses, on rehabilitation, and in the adjustment of pro- 
fessional education that this process is already under way. 

As an example of the complexity of this dual problem of acute and 
chronic illness reference is made to the testimony related to polio- 
myelitis which begins with acute illness and may go on into perma- 
nent disability. 

Dr. Hart E. VanRiper of the National Foundation for Infantile 
Paralysis (pp. 769-774) described the efforts being expended in treat- 
ing the acute effects of this disease aimed at preventing death as well 
as the late crippling manifestation of the disease. He further de- 
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scribed the foundation’s efforts to develop a suitable polio vaccine for 
prevention of the disease (p. 775). 

Miss Mary E. Switzer, Director, Office of Vocational Rehabilitation, 
described the Federal Government’s role in rehabilitation services for 
polio victims and emphasized (p. 814) that the crippling results of 
poliomyelitis are cumulative and there would still be a large backlog 
of persons needing rehabilitation services even if an effective pre- 
ventive vaccine were to be found in the near future. 

In the adjustment to long-term incapacity, psychological problems 
may be super imposed on physical illness after an acute illness has been 
surmounted. The National Heart Institute pamphlet introduced in 
the inquiries (p. 57) states: 

There are many real ties between hypertension and emotional disturbances, 
and psychotherapy sometimes brings results as good as those obtained from : any 
other form of treatment. In meeting this problem, the physician seeks to estab. 
lish a mood of composure, self-possession, and reassurance. As a general rulk 


he prescribes the good moderate life, individually adjusted to the patient's inner 
and outer needs—taking particular care to avoid unnecessary invalidism. 


E. CLOSING THE GAP BETWEEN RESEARCH AND CONTROL 


Recurring in the testimony of many expert witnesses was the prob- 
lem of giving widespread application to new knowledge gained 
through medical research. The lapse between useful resear ch findings 
and their application is frequently prolonged. Methods for bridging 
this gap naturally revolve around educational and information tech- 
niques, and a considerable part of the work of public and private 
health organizations is concerned with programs directed to this end. 
Among the methods most frequently described to the committee were 
refresher courses for practicing physicians, incorporation of new ma- 

terials in undergraduate professional training, educational films, pub- 
lications, seminars, and conferences. 

A related and apparently quite important activity of these public 
and private organizations consists of educational programs aimed at 
the general public. Through these programs, extensive effort is being 
made to inform various special groups, and the population as a whole, 
of facts which people should know if they are to take advantage of new 
developments in the prevention and treatment of certain * diseases. 
These programs frequently point out the early symptoms suggestive of 
these Senate and emphasize the importance of seeking medical at- 
tention early while the chances of cure are much greater. Among 
those diseases in which this aspect is stressed in public education pro- 
grams are cancer, heart disease, venereal diseases, rheumatic diseases, 
and tuberculosis—to name just a few. 

A major contribution in bridging the gap between new research 
findings and their application is being nel by local institutions such 
as health departments, hospitals, medical societies, secondary schools, 
and by Sobel chapters of the national voluntary health agencies. A 
large part of the educational activities of Federal agencies, national 

rofessional organizations and lay health organizations apparently 
is devoted to assisting these local interests either directly or through 
their State counterparts. 

Education is only one part of the task of translating research 
findings into wide-scale practical use. Obviously, the availability to 
the people affected of physicians, nurses, diagnostic laboratories, 
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clinics, hospitals, and health departments is of major importance. 
For example, application of new knowledge concerning the prevention, 
treatment, and rehabilitation of people with mental illness depends to 
a large extent on achieving a very substantial increase in the number 
of psychiatrists, clinical psychologists, psychiatric social workers and 
other highly specialized personnel, nd an equitable distribution of 
these throughout the country. 

For those research findings which potentially may be applied 
through mass measures, extensive experimentation is sometimes re- 
quired in order to work out methods for their widest possible use. 
Methods thus developed often must be demonstrated to local public- 
health workers, private physicians, dentists, industrial organizations, 
or citizens groups. The Public Health Service and several private 
health agencies have played extremely import roles in this process 
in the past, and it would seem that programs of this nature will be- 
come even more important in the future. 

Two good examples of efforts being made by voluntary health 
organizations to carry research findings over into daily use are pro- 
vided in the testimony of two physicians before the committee. 

In the field of heart disease, Dr. Irving S. Wright clearly points 
out the kinds of things that are being done to put research findings 
into control practice : 


In order to put medical research to the use for which it is intended—helping 
human beings—it is necessary to narrow the gap that often exists between a 
scientific discovery and its actual application to save a life, to avert or lessen 
disability. 

Communications between the research scientist and the clinical physician who 
deals with patients are being speeded up by the American Heart Association 
through the development of broad professional education porgrams. These 
programs provide practical information and tools to physicians and closely 
allied professional groups such as nurses to help them deal more effectively 
with patients. 

The annual scientific sessions and special activities of the various sections 
and councils of the scientific council are increasingly useful in bringing practical 
information to the medical profession. 


Dr. Wright further comments on the hope of achieving better con- 
trol of heart disease as follows: 


The core of the association’s educational message is the hopeful concept that 
something can be done about heart disease. It may be summarized in these 
five simple facts: 

(1) Some forms of heart disease can be prevented * * * a few can be cured. 

(2) All heart cases can be cared for best if diagnosed early. 

(3) Almost every heart condition can be helped by proper treatment. 

(4) Most heart patients can keep on working—often at the same job. 

(5) Your symptoms may or may not mean heart disease. Don’t guess or 
worry. See your doctor and be sure. 

Broadly speaking, the health education program is a dynamic effort to change 
people’s behavior in relation to the cardiovascular diseases, encouraging them 
to accept the responsibility of acting upon knowledge they receive. This action 
takes the form of self-help through consultation with a physician to obtain 
needed medical aid and of participation in community heart association pro- 
grams to develop the needed facilities and services for patients with heart 
disease. 


For the field of arthritis, Dr. McEwen mentioned the gap between 
the knowledge of the average practitioner and the latest available 
information: 


The CHAIRMAN. If you wish to answer this question in the same way, do not 
hesitate to do so. 
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Do you think the average practicing physician in this country is adequately 
trained to take care of an arthritic patient? That is, do we have enough 
specialists in this field? Do we have enough clinics? How do we compare to 
England in this respect? 

Dr. McEwen. That is always a difficult question to answer, because you have 
to define what is “adequate,” do you not? I would say this: That the average 
physician in this country, I would think, is probably as competent to take care 
of these problems as the physicians of most any other country. But if you 
think in terms of adequate care being that care which makes use of the latest 
information and the finest skill in it, then certainly the answer is that there are 
a very small number of physicians in this country who are fully skilled in these 
diseases, 

Again, I think it depends on how you define the word “adequate.” T think 
the average physician, yes, would give adequate care, but not the best care that 
could be had if he had had more experience with these particualr diseases. 


F, RESPONSIBILITY FOR DISEASE CONTROL 


The health inquiry amply portrays the fact that many groups of 
people must and are assuming responsibility for disease control. The 
immensity of the problem is so great that no one group could hope to 
assume the total burden of costs for disease control in all its aspects. 

Chairman Wolverton referred to such responsibility as follows: 

The CHAIRMAN, I think aside from Government itself there is a responsibility 
that falls not only on the organizations of a medical character, but on the people 
generally. Last night I addressed an organization known as the Tall Cedars of 
Lebanon, a Masonic order. I learned that that organization had taken upon 
itself a responsibility with reference to providing funds for research into mus- 
cular dystrophy in connection with the work being conducted at the New York 
Hospital. That opened my eyes to possibilities, when an organization such as 
that, not an exceedingly large organization, takes up its responsibility and en- 
deavors to raise funds to carry on research. It is an indication of what can 
be done if the public generally is made to realize what the conditions are and 
what its responsibilities are. I think that we are moving along in that respect. 

I think that all of these organizations—heart, cancer, and these represented 
here today—and all the various organizations that are out making their drives 
for funds from the public are necessarily showing the public that the need 
exists and what can be accomplished if the funds are provided. So I am hope- 
ful that as a result of these hearings there will be an awakening of the publi 
conscience ; of its responsibilities and the part it should take in the carrying on 
of this work that will mean so much to the future happiness of our people. 

The private physician has the responsibility of rendering service 
to the patients who seek his services, and he is in an excellent. posi- 
tion to influence his patients with respect to improving their health 
practices. He can also offer or suggest procedures aimed at disease 
prevention. Patients as a rule, however, seek a private physician’s 
services after the disease has struck and the immediate concern is 
relief of suffering. In caring for a patient the physician, of course, 
is obligated to furnish the best scientific procedures that are available 
toward protection of this patient and his family. In the case of 
communicable disease the physician has the further responsibility 
to institute such measures as are indicated to protect others in the 
community. No such action is possible in diseases that are not com- 
municable, hence the vital importance of education that will lead in- 
dividuals to seek help voluntarily before disease has progressed sub- 
stantially. 

The private physician’s role is limited by the number of patients 
who seek his services, and since most patients have in the past sought 
services after illness strikes, the possibility of widespread preventive 
services by private physicians depends quite heavily upon not only 
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their efforts but also on the various health education campaigns that 
reach the people at large. 

Health organizations, both professional and lay groups, can and do 
operate programs aimed at public enlightenment. ‘The private groups 
that collect funds do a great deal in the health education field. This 
is amply brought out in the testimony throughout the health inquiry 
showing that grants for research, medical education and for se rvices, 
where not otherwise provided, are given for these purposes. Health 
organizations, however, are limited in that many of them must depend 
on fund donations which have provided in tot: al less than is required 
to do the whole job. 

The efforts of the many voluntary health associations to extend 
both professional and general public education on health problems 
deserve special mention. They tell this story in various ways as 
follows: 

American Diabetes Association (p. 532) : 


The organization to carry on this educational effort, under direction from the 
American Diabetes Association, includes 34 affiliate associations and some 850 
committees on diabetes of county and State medical societies (the committees 
have grown in number from an original total of 27 in August 1949). In their 
respective localities these groups enlist the help of numerous civic clubs and 
organizations, together with labor, business, and school groups, in organizing 
and conducting community educational and testing programs which reach hun- 
dreds of thousands of citizens each year. 

For these local campaigns the association provides each year tens of thou- 
sands of copies of 8 pamphlets outlining organizational methods, circulates three- 
quarters of a million popular educational leaflets and 35,000 posters, and provides 
testing material, including reagents, for about 144 million screenings to deter- 
mine whether persons examined show signs of diabetes. 


Arthritis and Rheumatism Foundation (p. 496) : 


There are only about half a dozen medical schools in the country which have 
a section of their full-time and part-time faculty devoted to a broad and compre- 
hensive program of teaching and research in rheumatic diseases. It is reason- 
able to assume that the teaching of rheumatic diseases in other medical schools 
has received little attention. In fact, the foundation has information which 
indicates that not more than 1 or 2 didactic lectures on arthritis have been given 
to the students of some medical schools in their clinical years. In others, none 
have been given. The foundation, through its 35 chapters scattered throughout 
the country, has probably done more in the last 4 years to stimulate the teaching 
of arthritis than has ever occurred prior to this time. Undergraduate and post 
graduate seminars and lectures have been conducted by nearly all chapters in 
cooperation with university hospitals, medical schools, county medical societies, 
and State medical society meetings. In this way thousands of physicians have 
been reached. Some chapters have offered traineeships and clinical fellowships. 


American Psychiatric Association (p. 1120) : 


The funds available to the American Psychiatric Association are realized from 
dues paid by its members and from temporary grants from various foundations 
and Government agencies for special projects. It is a nonprofit educational 
association and all of its funds are used in behalf of its stated constitutional 
objectives which are to further studies of the nature, causation, treatment, and 
care of the mentally ill; to further psychiatric education and research; to make 
psychiatric knowledge useful to other branches of medicine, to other sciences, and 
to the public welfare. 


National Multiple Sclerosis Society (p. 959) : 
The society has become the recognized clearinghouse for information the 
World over on multiple sclerosis. Hundreds of letters are received from medical 


and nursing personnel asking our opinion on certain forms of treatment and 
other information, 
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A medical manual containing information on current developments in multiple 
sclerosis has been published. This manual, which is revised periodically, is dis. 
tributed to 28,000 physicians on our medical mailing list and to all other interesteg 
physicians. 

To reach the nursing profession, a reprint of an article appearing in the 
American Journal of Nursing, which gives guidance to nurses in the care of 
multiple sclerotics, has been distributed to interested nurses. 

The society has organized a panel of international corresponding neurologists 
consisting of 56 neurologists from 27 countries. The purpose of the panel is to 
keep all research centers and investigators in the world posted on developments 
in the field. 

An important function of the society is to inform some 23,000 members of jts 
activities. A quarterly bulletin, AARMS Forward, not only informs members but 
also serves as a moral stimulant to patients and their friends. 

Educating the public is difficult because of past neglect and public ignorance 
of MS, but there is great encouragement in the progress made as a result of the 
society’s educational program. Many more people than ever before know some 
thing about MS, and its problems are being publicly discussed and studied. 


National Tuberculosis Association (p. 590) : 


Now, what becomes of the other 94 cents which remains in the State? Thirty- 
two cents, or approximately $6.5 million of those $20 million, went to health 
education—trying to teach and talk to and advise and urge the public after they 
have been informed of the dangers of tuberculosis, and the chances of curing 
it. That has taken time. The rest of its goes to arouse the public to the point 
where they will see to it that proper facilities are provided—beds for the sick 
in hospitals and better living conditions, better hygiene, and all those things 
which go to make up a more healthy public, which, in turn, would give an added 
resistance to the incidence of the disease. 

Each of the other voluntary health agencies emphasized the part they play 
in furthering scientific knowledge, both professional and general. All known 
media are used for this purpose, radio professional journals, the press, exhibits, 
movies, ete. 

That these organizations have succeeded in their efforts is evidenced 
not only by response to the fund drives, but also by the degree to which 
communities and governments have increased their activities. 
Throughout the hearings there was evident a healthy atmosphere of 
cooperation among related health organizations and Government. 

In the past few years employee unions have taken an increasing 
interest in disease-control programs. The testimony reveals this in 
connection with the poliomyelitis discussion and rehabilitation services 
(pp. 819-820). Unfortunately only the larger employee groups can 
afford this type of program and even then the health services are 
largely limited to the employees and do not provide for the total family 
and community in many instances. 

Local governments vary considerably in their efforts at disease con- 
trol. The more densely populated areas and larger urban areas ex- 
pend considerable money and effort in prevention, case finding, treat- 
ment, and to some extent rehabilitation services. Most of these pro- 
grams are supplemented to some extent by State and Federal funds 
as well as funds from voluntary health groups. Smaller communities 
must depend considerably on assistance from funds and facilities 
from outside sources. 

State governments also vary considerably in their disease-control 
programs. All render some financial assistance to most critical areas 
in their jurisdiction. There are many States that also provide state 
wide facilities for treatment and control of tuberculosis and hospitals 
for the treatment of mental disease. The testimony pointed out, 
however, that many State hospitals for mental patients were so 
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crowded and the problem of manpower was such that little or no effort 
s being expended in prevention and research that would lead to control 
ind prevention. ‘The poorer States are somewhat limited in funds to 
arry on extensive disease-contro]l programs, and too frequently such 

States have the 1: irgest disease problems. 

The Federal Government through its grant-in-aid program has 
assisted States in their disease programs in accordance with their 
disease problem and their financial need. The health inquiry testi 
mony states at considerable length the degree to which this is being 
done in the control of cancer, mental illness, tuberculosis, poliomyelitis, 
heart disease, and diabetes as well as rehabilitation services. The Fed- 

ral Government is also carrying on extensive research within its own 
fac ilities and by making grants to States and institutions. 

In the field of disease control the Federal Government is filling its 
traditional role of providing disease-control assistance for diseases 
(hat are of national concern and supplying needs that are not otherwise 
being met. The testimony points out that the Federal Government 
cannot be expected to meet all the demands placed on it. As the chair- 
man pointed out, the people have 9 other than through 
(iovernment to assist in the control of disease. 


G. EXISTING NEEDS IN DISEASE CONTROL ACTIVITIES 


Throughout the health inquiry, the shortage of manpower in the 
specialized fields was emphasized. The reasons for the manpower 
shortage appear tobe many. Dr. F. M. Forster stated one as follows: 


I wonder, Mr. Chairman, if I might for a moment put on my other coat. 

The matter of the medical schools was brought up several times. Speaking 
now as a dean, I think I might be able to give you some information you may like 
to know. 

Obviously you wonder why the universities, which we have long looked to as 
the citadels of knowledge, are not forthcoming in backing research. This is not 
only true for this institute but for all institutes. 

I would like, in case you are not aware of the plight of the medical schools, to 
say that at the present time the tuition range in medical schools in most areas is 
somewhere in the neighborhood of $900 per year per student, which we think is 
terrific, really, but the cost of educ ating that student in the medical school aver- 
ages, across the country, around $3,300 per year. Therefore, we in the medical 
schools are operating at a loss. 

The private philanthropic funds are no longer available, or to a very limited 
degree, so that the medical schools have that particular plight. 

Actually, I happen to be more fortunate than most of my colleagues because 
the rector of our university understands what we are doing. For most of the 
deans of medical schools one of the chief jobs is to sell the president of the 
university on the idea of not letting go of the medical school, because they look 
at it as the hole in the bucket of the finances of the university, and they feel that 
the medical school is siphoning out the funds of the whole university. 

If you do not mind that parenthetic interjection, sir, I think that is the situa- 
tion in the medical schools. 


Mrs. Ruth McCormick Tankersley states the problem as follows: 


I would like to make 1 or 2 sort of disconnected remarks just as an augmenta- 
tion to the things that have been said about epilepsy. 

First, I would like to underline, from my point of view, as president of the 
National Epilepsy League, the tremendous need for more qualified doctors, more 
men trained. Every year my agency gets about 25,000 to 50,000 letters from 
epileptics who are receiving totally inadequate medical care, asking us where to 
send them. We have nothing whatever to say to them. There is not any place 
we can send them. There are nct competent doctors and big enough clinics and 
enough clinics for us to send these people to. It is the most terribly disheartening 
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feeling to run an agency and to have these people coming to you for help anq 
having practically no place to send them, and their family doctor, who cannot 
keep up with everything is not up on the medicines that will control epilepsy. 

So our biggest problem in epilepsy is that we can control 80 percent of these 
people if we can only get them a doctor and get them good medical care. 

Dr. Lorand Johnson states still another viewpoint as to shortages of 
teachers in certain fields: 

May I cite as an example, that the entire State of Ohio has no ophthalmi 
institute. Nearest specialized facilities are at Chicago or Philadelphia or in th, 
near future at Toronto, Canada. It is beyond the capacity of a medical schoo 
to provide such facilities for an entire community, and it is traditional that medj 
-al centers provide only sufficient facilities for meager student-teaching purposes 
and not for adequate resident training or for prevention or rehabilitation. 

The problem of enough money was in the mind of most witnesses but 
at least one witness testified that more money could not be properly 
spent without adequately trained personnel. This would seem to 
indicate that more of the existing money should be used for training 
purposes which would put greater emphasis on control of disease. This 
point was made especially strongly in the field of mental illnesses. 

The need for more knowledge as to causes and methods of disease 
control was amply expressed in connection with all of the diseases 
under consideration. Testimony was not in the form of a complaint 
as to the lack of money for this purpose, but rather as a plea for an 
appreciation that continuous study and research in the direction we 
are now going must be carried on. Dr. Cornelius Traeger expressed 
it as follows: 


At this point I would like to take a moment to talk about the Clinical Center 
at Bethesda. In the new Clinical Center at Bethesda, the Institute’s researc! 
program is geared to finding improved methods of diagnosis, prevention, an 
treatment and rehabilitation of neurological and sensory disorders, with special 
reference to epilepsy, cerebral palsy, multiple sclerosis, muscular dystrophy, 
glaucoma, cataract, and soon. The potential facilities of the Bethesda progra 
provide a unique opportunity for the first telling attack on these crippling 
disorders. 


In the field of mental and neurological diseases there is ample testi- 
mony that greater knowledge and interest is needed so that appro- 
priate control or preventive measures may be found. 

The fact that many millions of dollars are being spent on research 
by many groups emphasizes the urgency of establishing patterns of 
coordination and communication which will assure that research find- 
ings are put to prompt use in control and corrective programs. Such 
factors as manpower shortages, as expressed throughout the hearings, 
appear to be a deterrent to putting research work into action, but the 
view that there was excellent communications of scientific findings 


to those concerned was expressed by Dr. William McHammon as 
follows: 


I would like to answer that, in part with something I was going to volun- 
tarily supplement Dr. Haas’ report with. As an outsider from the Public Health 
Service, I think a medium of the Public Health Service has been the published 
reports, such as the Public Health Reports. This publication has been an excel- 
lent source of dissemination of scientific knowledge, not only on research in the 
Public Health Service laboratories, but research done in the university labora- 
tories. I think that needs emphasis here. Public Health Reports has served an 
excellent function in disseminating information regard scientific research. The 
number of journals in this country where one can publish these reports—and 
unless they are published they are of no particular use to anyone else—is limited 
The length of the articles is greatly limited—the amount of detail that you can 
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put in. Public Health Reports is a medium of publication and an important 
one, and I would say that some very classic and some very important reports on 
nolio have appeared in that journal. 

The significant increase in medical research in recent years raises 
the question as to how comparable emphasis can be placed on disease 
control and the application of research findings. It is noted in this 
connection, for example, that while funds are being provided by the 
Federal Government for research in arthritis and neurology, there is 
no special provision for control measures in these fields. 

As our stockpile of research knowledge grows, it becomes even more 
important that steps be considered for the proper utilization of re- 
search findings wherever applicable to the control of disease. The 
mere possession of knowledge is of little value unless it can be put to 
work. New scientific findings in themselves are exciting advances, but 
the expansion of research should be accompanied by the development 
of disease-control procedures. Both need to be carried on toward the 
ultimate goal of disease control and disease eradication. 

The Congress has wisely recognized the value of proper utilization 
of research findings. In the field of communicable disease, funds have 
been provided for the application of knowledge to disease control. 
Through its Bureau of State Services, the Public Health Service has 
developed an effective program of control services. Working co- 
operatively with State and local health groups, and with voluntary 
and professional organizations, it has contributed in no small measure 
to the virtual eradication of such diseases as malaria, yellow fever, 
smallpox, and diphtheria and today such diseases as VD and tuber- 
culosis are being attacked in the same way. 

This coordination and utilization of research findings must continue 
in all phases of the Nation’s health activity—prevention, treatment, 
rehabilitation—if the primary goal of the health inquiry—better 
health for more Americans—is to be achieved. 

The American Cancer Society dramatically states the value of pub- 
lic education as a factor in motivation, as follows (p. 230) : 

Of the 220,000 people who died of cancer in 1952, 70,000 could have been saved 
if they had received treatment in time. We must keep everlastingly at it. Edu- 
cation, thought, care, are of the essence. With present knowledge alone, and use 
of precision methods, if people would see their doctors upon the first appearance 
of a sign which may mean cancer, about twice as many people could be saved 
from the disease as are being saved at present. The signs which may mean 
"ancer are— 

. Any sore which does not heal. 
. A lump or thickening, in the breast or elsewhere. 
. Unusual bleeding or discharge. 
. Any change in a wart or mole. 
5. Persistent hoarseness or cough. 
6. Persistent indigestion or difficulty in swallowing. 
7. Any change in normal bowel habits. 

But knowing the signs is not enough. People should know that if untreated 
the disease will spread and once that happens there is little hope of cure. They 
should know the examinations which may be made at home or by the doctor 
to help detect certain forms of the disease, as breast cancer, cancer of the cervix, 
and lung cancer. They should know that only surgery, X-ray, and radium can 
actually cure cancer and only when treatment is early—that quack treatments 
cost lives. Moreover, people are persistently interested in research: What have 


we learned about cancer that we did not know a few years ago? Has a new and 
certain test for cancer been discovered? A new cure? 
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Part II 
Progress and Goals in Fighting Disease 


Nore.—In the remaining chapters of this preliminary report, the 
testimony of the witnesses is assembled according to disease category. 
Each chapter begins with a brief summary and each follows the same 

general outline, so that it is easy for the reader to pick out any portion 
af the subject in which he is particularly interested. 

For the sake of simplicity and brevity, the material which follows 
is not presented with the liberal use of quotes that characterized the 
first three chapters. However, all of the conclusions and all of the 
data are drawn from the four volumes of testimony upon which this 
preliminary report is based; and since they, too, are broken down by 
disease category, it is a simple matter to go to them for substantiation 
or elaboration on any point. 


CHAPTER IV 
HEART DISEASE 


A. SUMMARY 


The information brought forth by the committee’s inquiry on heart 
disease reveals that much is being done in research and its application 
against our leading killer and that even greater progress can be 
achieved. 

A digest of this information follows. It shows that heart disease 
is a large group of diseases of the heart and blood vessels, which 
cause over half of all the deaths in the United States each year and 
which impose a staggering burden in suffering and in economic losses 
to the individual, the family, the community, and the Nation as 
a whole. 

It shows the nature, scope, and direction of the current efforts 
against heart disease and that they represent a cooperative, nation- 
wide mobilization of resources, both private and public, with develop- 
ing activities in research, education, and community and public health 
services. 

It shows some of the progress that has been achieved in recent years, 
a great advance in knowledge against the whole complex range of 
heart disease. 

It shows, too, that while healthy and progressing, the national heart 
effort is, like all human endeavor, not perfect, and has room for im- 
provement. Heartening is the fact that gaps and obstacles are recog- 
nized and that positive “suggestions for overcoming them are made. 

It shows, lastly, that the seeking out of the now unknown, under- 
lying factors behind rheumatic, hyy pertensive, and coronary heart dis- 
ease—which account for over 90 percent of all heart deaths—is para- 
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mount if we are to reach the desired goal: the virtual elimination of 
untimely heart disease death and disability. It indicates that this 
goal is attainable in our time. 

The digest, thus, serves as a basis for understanding and action 
toward the conquest of the heart disease problem. It is highly in- 
structive, interesting, and challenging. 


B. WHAT IS HEART DISEASE 


Heart disease is the popular name for a large group of diseases 
referred to by physicians as cardiovascular diseases. These include 
diseases of the heart and of the vast network of vessels through 
which the heart pumps blood to and from all parts of the body. The 
heart and blood vessels make up one great system, the circulatory or 
cardiovascular system. 

This cardiovascular system is the tri usportation system of the body— 
it corresponds to the railroads, navigable rivers, airlines, highways, 
streets, and alleys of a nation or a continent. T he heart supplies the 
power for the transportation system. 

By way of this intricate transportation system everything that is 
needed by the cells and tissues and organs of the body is delivered, 
useful products are picked up and distributed, and waste material 
and refuse are hauled away for disposal. It is comparable to a system 
whereby coal and groceries are delivered to homes, and the ashes 
and garbage are carried away, raw materials are delivered to factories 
and the finished products are distributed to warehouses, stores, and 
consumers. 

If anything happens to tie up the transportation of a great city, 
work in all the factories and shops slows down, all the homes run short 
of food, fuel, and other necessities, and garbage and refuse of all 
kinds pile up; the life of the city is disrupted. Similarly, if anything 
interferes with the efficient working of the human heart and the nor- 
mal flow of blood through the vessels, the individual in whom this 
occurs is sick—he has one of the many kinds of heart disease. 

Heart disease occurs when the he: urt’s own blood supply is insufl- 
cient, when the heart is called upon to do more work than it is capable 
of performing, or when the heart becomes damaged and is unable to 
do its normal work efficiently. 

In addition to diseases which affect the cardiovascular system as a 
whole, there are diseases of the blood vessels which affect the circula- 
tion in localized areas—peripheral vascular diseases, some of them 
closely related to some kinds of heart disease. 

There are a score or more causes of heart disease. 

Many kinds of heart disease—actually most of them—are not pri- 
marily diseases of the cardiovascular system itself, but are caused b) 
disorders which have various effects upon the heart and blood vessels, 

Little realized is the fact that the causes of many kinds of heart 
disease are known, and that they therefore can be prevented or cured. 
This was not always so; but as medical research has advanced during 
recent decades, the list of preventable and curable heart disease has 
grown, one by one. As each new disease has been added to the curable 
list, it has become minor because it no longer causes much disability 
or death. 
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The many causes of heart disease affect the cardiovascular system 
in V arious ways. 

Some of the causes of heart disease make the heart pump more and 
more blood, faster and faster, until finally the heart is unable to keep 
up with the excessive demands made upon it. Others cause an increase 
in the resistance to the flow of blood, making it necessary for the 
heart to work harder to overcome the resistance. 

Some causes of heart disease result in damage to the valves of the 
heart. The valves may become incapable of closing completely, thus 
permitting blood to flow back into the chambers of the heart and ac- 
cumulate there; or the valves may become narrowed, not opening fully 
when they should, making it difficult for the heart to pump blood 
along its course. 

Damage to the valves of the heart is often associated with damage 
to the lining of the heart, and both the damaged valves and lining 
may become infected with bacteria; little particles of infected clot- 
like material may break off from the infected areas and be carried 

along in the blood stream to other parts of the body. 

Sometimes the sack which covers the heart becomes infected, and 
fluid collects in this sack, causing pressure upon the outer walls of 
the heart and making it impossible for the chambers of the heart to 
fill adequately ; or the space between the heart and its sack may be- 
come obliterated by hard, calcified material which constricts the action 
of the heart muscle. 

Often the heart muscle itself is damaged by micropathogens or by 
toxic substances. Part of the heart muscle may become injured and 
replaced by scar tissue if the blood supply to an area of the heart is 
cut off by occlusion of one of the arteries supplying the heart with 
blood. 

In many of the conditions described there is an increased strain on 
the heart; this often causes the walls of one or more of the chambers 
of the heart to stretch, enlarging the cavity. In response to the in- 
creased strain and the increased amount of blood in the enlarged 
cavity the muscular walls of the heart may thicken. Enlargement of 
the heart results from one or both of these changes. 

In many kinds of heart disease the normal, regular rhythm of the 
heart beat is altered; the heart may beat excessively fast, abnormally 
slow, or quite irregularly. Such abnormal rhythms reduce the effi- 
ciency of the heart. 

Practically all of these conditions described, if not corrected, may 
lead ultimately to heart failure—the heart can no longer do the work 
required of it—the body's great transports ition system is stalled. 
When the heart fails, the chambers of the heart do not empty, the sup- 
ply of blood carrying oxygen and other needed materials to the tissues 
is reduced ; the return flow of blood to the heart and lungs is slowed 
down, the veins becomes distended ; fluid accumulates in the tissues of 
the lungs and of the peripheral parts of the body ; the patient becomes 
short of breath and swollen with edema; function of various organs 
is impaired, including the kidneys which retain sodium and water 
thereby increasing the edema. 

Although prevention of heart disease, or cure, by getting at the 
cause is the ideal, this as yet is not always possible. Even when pre- 
vention and cure is not possible, research has provided many ways in 
which many abnormal heart conditions can be corrected or alleviated. 
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Damaged valves often can be repaired by new surgical methods, 
Infections of the heart, its covering sack, its lining, or of damaged 
valves can be prevented or cured by new antibiotics. Calcified tissues 
constricting the heart can be removed surgically. Abnormalities of 
the rhythm of the heart beat can be prevented or corrected by new 
drugs. The failing heart can be strengthened by digitalis and related 
drugs, edema eliminated by new drugs which help the kidneys to rid 
the body of excess sodium and water or prevent the absorption of 
sodium present in food, and abnormal clot formation can be prevented 
by new drugs known as anticoagulants. All of these accomplishments 
are largely result of research. 

A description of some of the various causes of heart disease follows: 


The “minor” he art diseases 


Anemia.—The amount of oxygen in the blood is reduced in anemia, 
In an effort to meet the oxygen needs of the tissues, the heart pumps 
more blood at a faster rate. This increases the work of the heart, and, 
at the same time, the oxygen need of the heart itself; but because of the 
anemia, the blood reaching the heart muscle actually supplies less 
oxygen. Unless the anemia is corrected heart failure may occur. 
Fortunately, as a result of research, most of the common causes of 
anemia can be corrected, and heart disease caused by anemia can be 
prevented or cured. 

Thiamin deficiency——Deficiency of thiamin (vitamin B,), which 
occurs in some forms of malnutrition, and often follows chronic aleco- 
holism, may cause heart failure. In this condition the heart pumps 
more blood, at a faster rate, possibly in an effort to compensate for 
defective oxygen utilization by the tissues as a result of the vitamin 
deficiency. This is another kind of heart disease which is preventable 
and curable—as a result of information gained from many kinds of 
research, conducted over decades by many research workers in many 
different fields of scientific investigation. 

Hyperthyroidism.—An overactive thyroid gland speeds up the fuel 
consumption of the body. This requires increased oxygen in the tis 
sues. Tosupply the extra oxygen demand the heart has to pump more 
blood at a faster rate. Asa result of this extra demand on the heart 
it may beat too rapidly or irregularly, it may enlarge, or it may fail. 
Heart disease caused by hyperthyrodism can be cured by correcting 
the overactivity of the thyroid; this can be done effectively by surgical 
and medical treatment. Research, including the use of radioactive 
iodine, has made possible improvements in both diagnosis and treat- 
ment of hyperthyroidism. 

Hypothyroidism.—An underactive thyroid slows down virtually all 
the life processes, including the action of the heart which may become 
sluggish, enlarged, or may fail. The exact mechanism by which thy- 
roid insufficiency causes these effects on the heart is not known, but 
they usually clear up when the hypothyroidism is treated by adminis- 
tration of thyroid extract. 

Syphilis —The spirochete that causes syphilis can damage the wall 
of the aorta, the great vessel through which the heart pumps fresh 
oxygenated blood destined to go to all parts of the body. This dam- 
age may be accompanied by great enlargement and sometimes ulti- 
mate bursting of the weakened aortic wall, by insufficiency of the 
aortic valve, and by narrowing or obstruction of the mouths of the 
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arteries which go to the heart itself from the aorta. Rarely, it may 
directly affect the heart muscle itself. As a result of research, the 
cause of syphilis is known, and as a result of research it can be treated 
and prevented w ith antibiotic S, 
Cardiovascular syphilis is one of the great outstanding examples 
of. a major cause of heart disease which is being reduced, as a result of 
research, to almost a minor cause, which seems destined ultimately to 
become even a rare cause. 

Bacterial infection.—The heart, its valves, and the tissues that cover 

and line its chambers may become infected by various bacteria. 
F ormerly, bacterial infections associated with heart disease were more 
ommon and more frequently fatal than during recent years. Again, 
medical research, especially in connection with the antibiotics and 
chemotherapy, has made it possible to prevent and treat effec tively a 
large proportion of cases of another kind of heart disease. 

Other infections—Almost any acute infection may worsen existing 
heart disease, and some infections. including rickettsial infec tions, and 
viral infections such as poliomyelitis, may cause severe heart damage. 
Such cases are uncommon, and research on the infectious diseases may 
Z ad to making them even more rare. Many years ago diphtheria was 

fairly common; it caused many deaths, a larger number of them from 
poisoning of the heart by the toxin of the diphtheria bacillus. Such 
deaths are rare today because of the widespread application of infor- 
mation gained from research which made possible the prevention of 
diphtheria by immunization, and successful treatment of it by anti- 
toxin. 

Other etiological factors—Chronic nephritis, diabetes, obesity, and 
gout are among the other conditions with which heart disease may be 
associated, frequently along with arteriosclerosis or hypertension. 
Obesity can be prevented or corrected ; diabetes can be controlled. In 
some instances these conditions can be prevented, alleviated, or cured, 
and research holds much promise for the future. 

Congenital heart disease.—A few out of every thousand infants are 
born with some kind of congenital cardiovascular defect. There are 
many possibilities for something to go wrong during the embryological 
development of the heart from a simple tube to a remarkably efficient 
pump. There are 35 recognized congenital abnormalities of the heart 
and great vessels. Some of these are virtually incompatible with life, 
some cause no demonstrable impairment of normal health, others 
range all the way between these two extremes; some are extremely 
rare, others more common. 

Little more than a decade ago there was no known treatment for 
any of them. Today, as a result of research, some of these congenital 
defects can be corrected completely by surgery, others can be improved 
greatly, and research is in progress on surgical procedures which may 
prove beneficial to still others. The congenital defects for which 
there are neither already existing surgical tre eatment, nor the hope for 
such treatment, are relatively rare. 

Along with methods for treating congenital defects, there have 
vg ‘n improvements in methods of diagnosing them, so that they can 
be brought to treatment. 

Equally important is the fact that research is discovering some of 
the causes of congenital cardiovascular malformations; these include 
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prenatal infections of mothers, particularly viral infections, vitamin 
deficiencies, radiation, and metabolic and endocrine disorders. As 
knowledge of the cause increases, prevention becomes more widely 
possible. , 

Trauma.—The heart, the sack which covers it, and the great vessels 
leading to and from the heart may become damaged by chest injuries, 
including penetrating wounds, severe blows, and crushing injuries, 
Often, if these injuries are discovered in time, the damage can be re- 
paired by surgery. Success in such surgery has increased in recent 
years as a result of research making possible improved surgical tech- 
niques. 

Heart disease, frequently leading to heart failure, can result also 
from injuries to vessels some distance from the heart, resulting in 
the mixture of arterial and venous blood through a fistula betwee 
a damaged artery and vein. Such injuries are fairly common jj 
wartime. They make it necessary for the heart to pump more blood 
at a faster rate to compensate for the diverted flow and the mixing 
of arterial and venous blood. Heart disease resulting from such 
injuries can be prevented or cured by modern surgical methods whieh 
eliminate the fistula. 

Pulmonary arterial hypertension —Some diseases affecting the lungs 
make it difficult for the heart to pump blood into the lungs, and 
cause an increase in the pressure in the artery leading from the heart 
to the lungs. The extra work the heart does against this increased 
resistance may cause heart disease. A principal cause of acute pul- 
monary arterial hypertension is pulmonary embolism, which itself is 
usually caused by a clot going to the lungs from a leg vein; pulmonary 
embolism may cause death. It can be prevented by preventing or 
promptly treating phlebothrombosis of the leg veins which often 
occurs because of slowed-down circulation accompanying prolonged 
bed rest following surgical operations or medical diseases, including 
heart failure. Simple preventive measures include cleanliness and 
care of the feet, including treatment of fungus infections, avoiding 
prolonged sitting especially with constricting garments, exercise of 
the legs of bed patients, treatment of varicose veins, use of elastic 
bandages or pr use of drugs which reduce abnormal clotting 
of the blood where indicated, and tying of affected leg veins if neces 
sary. All of these measures have come into widespread use during 
comparatively recent years as a result of research. Much more re- 
search is needed to determine the mechanisms of normal and abnormal 
blood clotting. 

Chronic pulmonary arterial hypertension is caused by chronic lung 
diseases such as emphysema and pulmonary fibrosis, and by deformi- 
ties of the chest. Again, research has made, and is making possible 
prevention and increasingly effective treatment of these conditions. 

Neurocirculatory asthenia—This condition, also known as effort 
syndrome, and, in the armed forces, as soldier’s heart, is characterized 
by a set of many symptoms which frequently accompany physical 
effort or emotional disturbance. In true neurocirculatory asthenia 
there is no actual heart disease present, but the symptoms often are 
related to the cardiovascular system. There is no agreement as to 
the cause of neurocirculatory asthenia. Although neurocirculatory 
asthenia causes much discomfort and some disability, it does not re 
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duce life expectance. There is a great need for more research in this 
field. 

The major heart diseases 

Rheumatic heart disease —Rheumatic fever is one of the three major 
causes of heart disease. Heart damage resulting from rheumatic fever 
is one of the most common causes of death among children and young 
adults. Thousands of such deaths occur each year among persons in 
their most promising and productive years; additional thousands of 
deaths occur among older persons whose hearts fail as a result of 
heart damage caused by rheumatic fever earlier in their lives. 

Although the true cause of rheumatic fever is unknown, during 
recent years evidence has accumulated that it usually is preceded by 
infections with some types of streptococci. These are the bacteria that 
cause many sore throats, tonsillitis, scarlet fever, and some other 
diseases. 

Streptococcal infections are extremely common, but fortunately 
only a small proportion of such infections are followed by rheumatic 
fever. But nevertheless, thousands of new cases of rheumatic fever 
occur each year. 

Among persons with previous rheumatic fever new attacks are 
especially frequent after streptococcal infections, and each new attack 
of rheumatic fever may do further damage to the heart and its valves. 

The control of rheumatic fever is now possible. 

Rheumatic fever can be prevented by prompt treatment of strepto- 
coceal infections in persons who have never had rheumatic fever. New 
attacks of rheumatic fever can be prevented and heart damage pre- 
vented or minimized among persons who have already had the dis- 
ase by long-term treatment to prevent recurrence of streptococcal in- 
fections. In both situations physicians have at their disposal an in- 
creasing number of antibiotics which are effective in eliminating or 
preventing streptococcal infections. 

This achievement, the development of a means of preventing rheu- 
matic fever, is an outstanding accomplishment of laboratory and 
clinical research and is a landmark among recent achievements in the 
control of heart disease. 

Arteriosclerosis and hypertension often occur together, and to- 
gether they combine to constitute the major unsolved problems of 
cardiovascular disease. This is so because neither their cause nor 
their cure is known. 

Hypertension —When the heart muscle contracts it must send the 
blood along its course with sufficient force to overcome the resistance 
in the arteries to the flow of blood. This creates pressure within the 
arteries which doctors can measure with a blood pressure apparatus 
known as the sphygmomanometer . 

Through a system of nervous and chemical mechanisms it is possible 
for the very small arteries and their even smaller branches, the 
arterioles, throughout the body to constrict, or become smaller, or to 
dilate, or become larger. This makes possible alteration in the amount 
of blood flowing to different parts of the body in accordance with the 
need at any given time. 

If most or all of the small terminal branches of the arteries con- 
strict, this increases the resistance to the flow of blood, and when this 
happens, the heart muscle must contract with greater force to send 
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the blood along against the increased resistance. This increases the 
pressure of the blood in the arteries. 

The way in which high blood pressure causes heart disease is quite 
simple: The increased peripheral resistance resulting from constric. 
tion of the very small arteries and their branches makes it necessary 
for the heart to work much harder to maintain a normal flow of blood 
against the resistance. If the blood pressure remains high enough 
for a long enough time the hard-working heart ultimately is unable 
to do the extra work demanded of it, and heart failure may folloy, 
Persistent high blood pressure also may cause hemorrhage of the blood 
vessels of the brain, resulting in a stroke; the increased work of the 
heart increases the heart’s own need for blood, a need which is not 
readily met, and which may cause angina pectoris, and, along with 
narrowing of the arteries accompanied by atherosclerosis, may cause 
heart attacks; kidney disease also is a common complication of hyper- 
tension. 

There are about a score or two of conditions which cause high blood 
pressure. Many of these can be prevented or corrected by medical 
or surgical treatment—again the result of many years of laboratory 
und clinical research investigations. 

But these various known causes account for only about 5 percent 
of all cases of high blood pressure; the cause of the other 95 percent 
is unknown. This kind of high blood pressure is called essential 
hypertension. Alone it causes about 13 percent of all deaths attribu- 
table to cardiovascular disease, and in combination with arterioscle- 
rosis which frequently accompanies it, it causes an additional 30 per- 
cent of cardiovascular deaths. (This is in addition to the 48 percent of 
all cardiovascular deaths caused by arteriosclerosis alone. ) 

Much promising research is underway to determine the cause of 
hypertension. Under investigation are the roles of various nervous 
mechanisms, kidney conditions, and substances produced by endocrine 
glands and other tissues of the body. 

When the causes of hypertension are discovered the prospect of 
preventing or curing the disease will be in sight. But already research 
has revealed much information which makes it possible for doctors to 
lessen the severity of hypertension in many patients by medical and 
surgical means, and even more effective similar methods are being 
developed. 

Arteriosclerosis.—Hardening of the arteries (arteriosclerosis) is a 
term which includes several kinds of hardening. One of these, simple 
decrease in elasticity of the arteries with advancing age, is ordinarily 
not a cause of serious cardiovascular disease. 

The hardening of the arteries known as atherosclerosis, however, is 
one of the most important unsolved problems in medicine. Its cause 
is not known and its treatment is not known. But its effects are 
known—it is a great killer and disabler, it causes one-half of all cardio- 
vascular disease deaths, and one-fourth of all deaths that occur from 
all causes. It causes most of the “strokes,” most of the heart attacks, 
and most of the mental disturbances among older persons. Other 
diseases that follow or accompany atherosclerosis include high blood 
pressure, kidney disease, and much peripheral vascular disease. 

Atherosclerosis does its greatest iooeue to the vessels of the brain, 
the heart, and the kidneys. 
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Briefly, this is how atherosclerosis makes trouble: The normal 

artery has a smooth, even inner lining through which blood flows 
freely. Atherosclerosis interferes with this free flow of blood. It 
begins with minute accumulations of fat-like substances (lipids), 
mostly cholesterol, just under the surface of the inner layer, and in- 
creased fibrous thickening of small areas of the same inner layer. 
These small areas of accumulated lipids and thickening may enlarge 
and several may merge to form larger areas. These areas degenerate, 
form cavities filled with fat-like and calcified material, roughen the 
inner wall of the artery, and extend to the middle layer of the artery 
wall. All these changes narrow the artery, completely obstruct it, or 
favor the formation of obstruc ting clots. The result is the decrease or 
stoppage of the blood supply to the organ or tissues supplied by the 
atherosclerotic artery. When the blood supply to important areas of 
the brain, heart, or other vital organs stops there is impairment of 
important life processes, and, too frequently, death. 

At the present state of knowledge, no prevention, no cure, and very 
little treatment is possible. But several very promising clues have 
been discovered as a result of the extensive research being conducted 
on the problem in a large number of laboratories and clinics, and there 
is good reason to believe that continued research will make possible the 
control of atherosclerosis—just as it has many other kinds of cardio- 
vascular disease. 


C. THE HUMAN AND ECONOMIC BURDEN 


One of the most striking consequences of recent advances in med- 
icine is the shift from the acute communicable diseases to heart and 
blood vessel (cardiovascular) diseases—which fall under the com- 
monly used term, heart disease—as the principal cause of death. 

Twenty years ago, less than a third of all deaths were attributable 
to heart disease, 420,000 out of 1,342,000 in 1933. Today, more than 
half of all deaths are attributable to heart disease, 771,000 out of 
1,494,000 in 1952. As our population grows still older through the 

saving of life at younger ages, it is safe to predict that the proportion 
of all deaths attributable to heart disease will rise even higher. 

It would be wrong to assume, however, that heart disease is a prob- 
lem only of the aged population. This is borne out by the United 
States statistics for 1952 which show that of all persons dying of 
heart disease, almost a third (31.7 percent) die at ages under 65. 

Half of the males (white) who die in their forties and fifties now die 
of the various forms of heart disease. 

Rheumatic heart disease among children is, happily, being brought 
under control, and now ranks third behind accidents and cancer as a 
cause of death in the ages of 5 to 14. At these ages it still remains 
however, more important as a cause of death than any of the commu- 
nicable diseases. 

Good data on the prevalence of heart disease are not available. But 
it seems reasonable to accept an estimate that in 1949 there were not 
less than 9,200,000 persons suffering from some form of heart disease. 

Here are some further facts which are staggering to the imagination, 
but nevertheless represent the picture as heart disease affects our 
country. 
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In the first place, heart disease is the leading cause of death in the 
United States. 

It isa leading cause of death among children. 

It is generally thought of as being a disease which primarily affects 
the aged and perhaps in some persons’ minds is considered inevitable, 
This is a misconception, although it does affect a very large number of 
people as they grow older. 

It causes about one-sixth of all the deaths in the “military” ages: 
that is, between 20 and 39. 

It causes one-third of all the deaths in the most productive years, 
35 to 54. 

It causes half of all the deaths in the ages between 55 and 74, and it 
causes far more than half of all the deaths after the age of 74. 

Now, in terms of manpower, about 314 percent of all the World War 
II selective-service registrants examined were rejected because of 
heart disease. 

Three hundred and seventeen thousand, five hundred men were re- 
jected as of August 1, 1945, because of heart disease. 

About 80,000 men were given disability discharges from military 
service or died in service because of heart disease in the war years 
between 1942 and 1945. 

It is readily understood that this involved younger men in the so- 
called prime of their physical life. 

Rheumatic fever alone immobilized more than 40,000 men in the 
Armed Forces during World War II. 

Rejections from military service for heart disease were high during 
the Korean conflict also. 

In 1 area in 1 State it was found that 1 out of every 8 men re- 
jected, all under 26 years of age, were turned away because of organi 
heart disease. 

In the Navy alone, in World War II, 4 million man-days were lost 
because of rheumatic fever and rheumatic heart disease. 

The actual or potential manpower contribution—to defense or the 
Nation’s general productiveness of 1 person out of 15 or 16 is limited 
to some degree because he or she has heart disease. 

Approximately 176 million workdays are lost yearly because of 
heart disease. 

At least 653,000 man-years are lost each year in industry alone be- 
cause of heart-disease disabilities. 

It is estimated that in 1951 about $2,124 million was the cost of heart 
disease in loss of productivity. 

Compensation and pension payments to veterans in 1950 because of 
heart-disease disabilities were $168,250,000. 

The proportion of insurance claim payments for deaths from heart 
disease has been steadily rising. In 1951 a major company paid the 
beneficiaries on account of heart disease a total of $173,680,000. This 
is Just one company. This sum was about 314 times the amount paid 
for the same disease in 1931, showing a very marked increase in the 
disability cost of these diseases. 

At a hospital rate of $12 a day, according to an estimate and exam- 
ple, 1 patient with chronic heart disease costs about $4,300 a year to 
maintain in a hospital. This would mean that if 50,000 patients— 
and that is not an excessive number—with heart disease received hos- 
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pital care for a year, the cost would, in 1 year, equal $219 million for 
the hospital care of these patients. 

Sixteen thousand dollars per case, or a total of $640 million, was 
the cost of the cases of the 40,000 men inactivated by rheumatic fever 
alone during the World War period. 

Now, this is a small indication of the importance of heart-disease 
disability: The Bureau of Public Assistance of the Social Security 
Administration, Department of Health, Education, and Welfare, after 
4 cross-section survey of 13.200 of 93,359 recipients of aid under its 
program for the permanently and totally disabled in the productive 
age bracket between 18 and 65 years reported very recently that di- 
seases of the heart were found more frequently than any other group 
of diseases or impairments. 

Cardiovascular disease accounted for the major or secondary im- 
pairment in over 42 percent of the recipients, and was the major 
impairment in 87 percent. Almost 71 percent of the recipients 
with a disease of the heart were aged 55 or over. Over one-fourth, 
however, were in the age bracket between 35 and 54. 

For about 1 in every 4 of the recipients with heart disease the impair- 
ment was of 10 years or more duration. In other words, these diseases 
are long-term Nebaaen very frequently at an enormous economic and 


sociological cost to a community. 

It is worthwhile at this point briefly to show what happens to a 
family ; just a reminder as to what may happen to an individual and 
a family when one of its members is stricken with heart disease. 

For instance, if a man in the productive years of his life with per- 
haps three children in college, having had a reasonably good earning 
capacity, is suddenly incapacitated because of one or another of these 


diseases, it produces in most families a catastrophic situation. The 
children often have to be taken out of college. The economic stability 
and social relations of the family are disrupted. The man is lost from 
his productive years in business, frequently. Instead of being a pro- 
ducer, an earner, and taxpayer, he becomes not infrequently the re- 
cipient of aid and support from others, by compulsion. This is 
reflected in the entire economy of a community or a country when it 
is realized that approximately 1 million people in this country have 
suffered from hemiplegia, paralysis from a stroke; and that some 9 
million to 10 million people have heart disease. 

Fortunately that picture does not hold for a considerable proportion 
of individuals who have either a heart disease or a stroke. Many of 
them are able to return to livelihood, buf frequently they are markedly 
handicapped in their productivity. 

If it is a child the family activities must from that time on center 
around this child in an endeavor to restore the child to reasonable 
health or perhaps arrange for the care of this child throughout its 
remaining years. 


D. THE NATIONAL ATTACK ON HEART DISEASE 


_ A great deal is being done about heart disease throughout the United 
States today by many individuals and many organizations, both public 
and private. While there is still a great deal more to be done betine 
the goal of the conquest of heart disease is won, much more is being 
achieved than was being accomplished a few years ago. There is real 
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reason to take hope, to push on, and to strengthen still further the 
Nation’s activities against our leading killer. 

These activities are being carried on in research and in the applica 
tion of knowledge by national, State, and local groups embodying 
thousands of workers in many, many fields. In the final analysis, their 
work all depends upon and can only be done because of the interest and 
support of the public, aware of what heart disease is and means—and 
what can and should be done about it. 


Role of general nongovernmental agencies 

Nationally, there are a number of private or voluntary organizations 
with interest in heart disease. Among these are foundations such as 
the Helen Hay Whitney Foundation which is directing its resources 
particularly toward research in rheumatic fever, and agencies like the 
Life Insurance Medical Research Fund which devotes its funds, con- 
tributed by insurance companies, to research in heart disease. Many 
other organizations of a wide range, from scientific and professional 
societies, such as the American Medical Association, to industrially and 
otherwise sponsored research, health, or welfare groups, such as th 
Commission on Chronic Illness, are also engaged, in varying degrees 
dependent upon their purposes and structure, against heart disease 
through certain aspects of research, education, or community service 
activities. 

Similarly, there are many nongovernmental State organizations and 
institutions which, though not necessarily concerned only with heart 
disease, are also playing an important role in the prosecution of the 
attack. Numbered in these are all those among whose objectives are 
the advancement of human health and welfare. State medical socie- 
ties, labor and management groups, fraternal and civic organizations, 
and many others comprise the spectrum. 

The core of the Nation’s endeavor against heart disease is, of course, 
in the local community. Here again many splendid private, voluntary 
bodies are functioning as part of a team providing services, both in 
research and in the application of knowledge, aimed against heart 
disease, a health problem from which no single community in the 
Nation is free and upon every one of which it imposes today a heavy 
burden. Hospitals, medical societies, civic clubs, and all the other 
interests within the community whose responsibilities are involved in 
its citizens’ health and well-being—these and their members, from the 
family doctor and his professional coworkers to the Parent-Teacher 
Association member and others, are today devoting more effort than 
ever before to heart disease. 


Role of general governmental agencies 

Nationally, statewise, and locally, working with these nongovern- 
mental organizations and groups whose interests are broader than 
heart disease, there are the public or governmental agencies which are 
similarly not limited to the heart problem but which are also a vital 
part of the total nationwide attack. 

On the Federal level, these include to some degree almost every part 
of the executive branch of the Government and, it should be pointed 
out, the legislative branch. Through Congress’ continuing and in- 
formed interest (particularly that of the congressional committees 
concerned with health legislation and appropriation, but also of the 
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whole Congress ) appropriate Federal support and activity against 
eart disease, as against other health problems, is implemented. 

On the State level, again, a wide range of tax-supported agencies 
functions for health and welfare, with the State health departments 
primarily charged with duties within which fall efforts against heart 
disease. Here, too, the legislative bodies’ awareness and knowledge 
of the State’s health problems provide on-going programs in whic *h, 
varying according to the needs of the individual States, activities 
against heart disease are included. 

On the local level the same picture is somewhat similarly repeated. 
In the cities and counties, health departments and other public agen- 
cies, supported by the people’s representatives, furnish services and 
programs designed to help meet the communities’ health needs, among 
which heart disease problems have been of growing importance. 

In the whole of the Nation’s efforts, however, there are, joined with 
the public and private interests mentioned above, a nongovernmental 
agency and a tax-supported agency both of whose entire purpose is 
the conquest of heart disease. These are the American Heart Asso- 

‘iation and the National Heart Institute of the Public Health Service, 
Department of Health, Education, and Welfare. 

Role of the American Heart Association 

The American Heart Association, with its nationwide network of 
affiliated and cooperating heart associations, is the only voluntary 
agency devoting all its efforts to the reduction of death and dis- 
ability caused by the cardiovascular diseases. It constitutes a demo- 
cratic and voluntarily established structure to help the physician, the 
heart patient, and the public combat heart disease through programs 
of research, educ ation, and community service. 

It is clear that decisive progress in controlling heart disease depends 
on acquiring new knowledge since the causes, prevention, and cure of 
the major heart ills are not yet known. For this reason, the program 
of the heart association has been based on a foundation of research. 

The national research support program of the American Heart 
Association is a joint undertaking of the national office and affiliated 
State and local heart associations. The national office allocates to 
research at least half of its 25-percent share of the total funds raised 
in the annual heart fund campaigns. A substantial portion of the 
balance retained by affiliated heart associations and their chapters is 
devoted to the financing of additional scientific investigations in their 
respective areas as part of their own separate researc h- programs. 

The aim of the association’s research policy is to help develop a 
climate in which research can move forward freely and continuously 
toward its goals. It strives to attract into the cardiovascular field the 
first-rate minds of skilled, imaginative scientists of proven talent and 
creative ability, and it tries to “make it possible for them to carry on 
their work without restricting pressures and without becoming too 
heavily burdened with teaching and administrative responsibilities. 

The American Heart Association has also established a form of 
research support unique among voluntary health organizations. This 
is the career investigatorship which offers lifetime support to reci P- 
ients selected for exceptional creative ability in experimental work 
The awards include both personal stipends and funds to cover labora- 
tory expenses and overhead. 
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In order to put medical research to the use for which it is intended— 
helping human beings—it is necessary to narrow the gap that ofte, 
exists between a scientific discovery and its actual application to say, 
a life, to avert or lessen disability. 

Communications between the research scientist and the clinical phy- 
sician who deals with patients are being speeded up by the America 
Heart Association through the development of broad professional 
education programs. These programs provide practical information 
and tools to physicians and closely allied professional groups such as 
nurses to help them deal more effectively with patients. 

The attitudes of press as well as public toward heart disease have 
been greatly influenced by the public relations policies laid down by 
the American Heart Association. These and the sound, growing pro- 
gram of public education have exerted a strong effect. in arousing 
public interest, winning the cooperation of the various media of com- 
munication in reporting on the increasing progress made in the fight 
against heart and blood-vessel diseases, and developing a well- 
informed citizenry. 

The effectiveness and success of the national heart program is meas- 
ured in terms of what is accomplished in local communities for indi- 
viduals suffering from heart disease. 

Affiliated heart associations are engaged in furthering community 
programs for the prevention, care, and treatment of heart disease; 
in educating physicians and eee professional groups and the lay 
public; and in establishing and maintaining high standards of medical 
and other services. 

It is not possible in this brief account to list in detail the many dif. 
ferent community services now being fostered by heart associations. 
The following are examples, suggesting important areas of work and 
achievement. 

Since economic pressures are so immediate in most cases of cardio- 

vascular disease, it is only natural that increasing emphasis is being 
placed on program-building efforts to keep the heart patient on the job 
or to help him adjust to a different job more suited to his capacities. 

Through its cardiac-in-industry committee, the association tie pro- 
vided guidance and materials to stimulate the establishment of local 
eardiac-in-industry committees and programs by affiliated heart asso- 
ciations and their chapters. In every community where the need is 
indicated, establishment of a work classification clinic is being encour- 
aged as the facility best able to provide many of the services required 
to fit the cardiac comfortably in a job. 

Local cardiac-in-industry committees, established by heart associa- 
tions to direct the employment and rehabilitation programs in their 
areas, are composed of physicians, employers, representatives of labor, 
and other interested agencies in the community. Besides organizing 
work classification units and rehabilitation facilities where needed, 
they are sponsoring conferences on the problems of the cardiac worker 
and in many ways are trying to arouse their communities to effective 
action. 

In addition to scientific advances in the prevention of rheumatic 
fever through the use of antibiotic drugs, the development of com- 
munity programs for rheumatic fever patients has done much to re 
duce the ravages of the disease and to contribute to the optimistic 
outlook in this field. The American Heart Association is intensifying 





its e ff 
pi at ie 
and f 
Role 
Th 
heart 
whicl 
mous 
Th 
tutes 
Serv] 
This 
objec 
treat: 
alrea 
cause 
Th 

is to 
disea 
towa 
amel 
play! 
He 
coun 
thro 
indin 
Thes 
exist 
cond 
In e 
and 
Tl 
the ] 
coul 
proj 
take 
volu 
E: 
pans 
coun 
was 
Inst 
faci 
T 
num 
assis 
No | 
this 
T 
the « 
fielc 


rese 
dua 





HEALTH INQUIRY 85 


its efforts to de velop ( ‘omplete programs to meet the needs of the young 
atients by drawing upon the various community services, agencies, 
and facilities that are required. 


Role of the National Heart Institute 


The principal Federal partner in the nz itional undertaking against 
heart disease is the Public Health Service’s National Heart Institute, 
which was established by the bipartisan National Heart Act, unani- 
mously passed by the 80th Congress in 1948. 

The Heart Institute—established as a division of the National Insti- 
tutes of Health, the principal research branch of the Public Health 
Service—leads and coordinates the heart program of the Service. 
This program, financed by congressional appropriations, has two 
objectives: (1) to find new and better ways of preventing, diagnosing, 
treating, and curing heart disease and (2) to help see that what is 
already, known is applied to reduce death, disability, and suffering 
caused by heart disease. 

The program of research conducted by the National Heart Institute 
is to increase fundamental and clinical knowledge of the underlying 
disease processes affecting the heart and cire ulator y system, and 
toward evolving information which will permit the prevention or 
amelioration of these diseases. Institute research is progressing and 
playing an important role in the total heart research effort. 

Heart disease research in universities and hospitals all over the 
country is being fostered and supported by the Heart Institute, 
through research grants. Under this program, funds are granted to 
individual scientists for carr ying out important heart disease projects. 
These grants are making it possib ‘le for institutions to expand their 
existing heart research activities, to undertake new studies, and to 
conduct investigations in neglected areas in the cardiovascular field. 
In effect, the program is serving to enlist non-Government facilities 
and scientists in the research attack. 

The stimulation given by the grant program has significantly raised 
the level of heart researc +h. This has brought research progress that 
could not otherwise have been made, since the program supports only 
projects for which institutional funds are not adequate. It does not 
take the place of support from foundations, private philanthropy, or 
voluntary health organizations. 

Existing research laboratories are extremely crowded and the ex- 
pansion of heart and_blood-vessel investigations throughout the 
country is limited because of lack of suitable space. Some impetus 
was given the research attack on heart disease in 1950 through Heart 
Institute grants for construction of additional vitally needed research 
facilities in 26 institutions located in 17 States. 

These grants made possible the strengthening and enlarging of a 
number of established research centers, as well as giving material 
assistance to some institutions just beginning heart research activities. 
No grants have been made since 1950 as funds were not available for 
this} purpose. 

There is a shortage of skilled investigators devoting their talents to 
the cardiovascular diseases. Also, researchers alre: udy trained in some 
field or fields need additional skills to increase their competency. The 
research fellowships program of the Institute is helping to relieve this 
dual scarcity by offer ‘ing encouragement and assistance to some of the 
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most brilliant and promising minds to enter upon a research career | 
the heart-disease field. 

The Institute’s traineeship program provides a means of partl) 
meeting the need for more clinical personnel throughout the country 
with especial competency in heart and blood-vessel diseases. 

The program of Heart Institute teaching grants-in-aid is making it 
possible for medical schools to coordinate and improve their teaching 
of heart disease subjects and to place adequate emphasis on the cardio- 
vascular field. Institutions are not restricted to a rigid plan in de 
veloping their teaching programs, and the funds are utilized in vary- 
ing ways by different schools. 

Public health activities, as well as research and training, are als 
of importance in the Institute program. Grants-in-aid are made t 
the States and Territories to assist them in developing communit, 
programs for controlling heart disease. The grants are made accord- 
ing to a formula based on the population and economic needs of the 
State. Each State is required to match each $2 of Federal money with 
$1 of its own money. 

Grants help State and local health departments to employ and trai) 
staffs to find and refer heart-disease cases to private physicians fo 
diagnosis and treatment; to furnish followup services in the home; to 
provide training opportunities to physicians and public healt! 
workers; and in other ways to aid in restoring those with heart 
disease to near-normal life and useful activity. Generally, State plans 
include provision for several of the following: Medical direction, pro- 
fessional and lay education, clinic improvement, public health nursing 
services, and medical social services. 

Assistance is also given the States by providing information 01 
technical matters relating to control. Knowledge and experienc 
which is gained in conducting pilot studies and demonstrations is 
made available. 

A steadily developing program of professional and public informa- 
tion is being carried out. Activities include the preparation and 
distribution of heart-disease information-education articles, leaflets, 
pamphlets, reports, and other publications; planning and development 
of audiovisual materials, exhibits, radio and television broadcasts an 
transcriptions; maintenance of an inquiry and reference service; and 
cooperation with other agencies and organizations in planning and 
executing informational and educational projects on diseases of th 
heart and blood vessels. 

The total United States heart program is considered by thos 
actively concerned as a national collaborative undertaking against 
heart disease, a partnership of all interests in the cardiovascular field. 
The National Heart Institute, the American Heart Association and its 
affiliates, State health departments, foundations, medical schools, uni- 
versities, hospitals, scientific and professional societies, and othe 
agencies and institutions actively concerned with heart disease have 
close and friendly working relationships and regular and continuing 
interchanges of information. This cooperation is resulting in avoid- 
ance of unnecessary duplication, in defining suitable spheres of opera- 
tion, and the formulation of programs to achieve overall objectives 
most effectively. It is also resulting in a truly united front in the 
attack on heart disease. 
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E. PROGRESS AGAINST HEART DISEASE 


The mobilizing, strengthening, and expanding of America’s re- 
sources in heart research which began ome a few years ago has re- 
sulted in perhaps the most promising advances seen in any of the 
major chronic illness fields. 

Scientific publications ranging from clearly clinical reports of new 
or improved therapies to very fundamental reports in basic fields por- 
tray the considerable advancement of knowledge that has accrued 
through the programs of heart research support, public and private, 
although the programs have been in operation to a sizable degree 
hardly 5 years. A complete list of these accomplishments would 
show a tremendous range of basic and clinical progress along the 
whole frontier of heart disease. 

Research has been called “guerrilla warfare against the unknown,” 
and its forages and attacks are often remote and difficult to assess 
tactically. ‘To assay the basic knowledge added in the past few years 
and with certainty to announce or predict its ultimate significance is 
not possible. Despite this “unpredictability” of many pieces of in- 
formation which science must slowly but surely fit into patterns, much 
has been achieved which has been immediately applicable in reduc- 
ing untimely death and long-term suffering from heart disease. 


Minor heart diseases 

Some of the greatest advances have been against the less common or 
“minor” heart diseases. The fact that they are ranked today among 
the less important types of heart disease is evidence that they have 
been reduced in rank by the benefits of research and its application. 


For example: 

Syphilitic heart disease and aneurysm of the aorta are disappear- 
ing; new cases are rare today owing both to early diagnosis and proper 
treatment of the original syphilis infection and to better treatment of 
aortitis (involvement of the heart’s great artery) when it is discovered. 
Twenty years ago syphilis was one of the major causes of heart 
disease. 

Hyperthyroid heart disease or thyrotoxic heart disease is practi- 
cally extinct because of early recognition and proper treatment of the 
condition—toxic goiter. 

Subacute bacterial endocarditis, a complication of rheumatic heart 
disease and congenital heart disease, has been reduced within 10 years 
from a mortality of 99 percent to a point where it is curable in from 
80 to 90 percent of all cases; the antibiotics, aided by better diagnosis 
and other measures evolved from research, have made this conquest 
possible. 

Diphtheritic heart disease and fatalities from it, once far from rare, 
have decreased almost to the vanishing point. 


Congenital heart disease 

Not long ago, heart disease present at birth was considered a hope- 
less condition. ‘Today there is not only some knowledge of and means 
for prevention, but also the march of progress in surgery is restoring 
to normal or nearly normal life many children who would have been 
marked for invalidism or death had they been born 15 or 20 years ago. 

In the light of present knowledge, primary prevention centers on 
protecting the mother. It is based on research knowledge which has 
disclosed that virus infections during pregnancy (particularly Ger- 
man measles), vitamin deficiencies, metabolic and endocrine disturb- 
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ances, and radiation are possible malformation causes when present 
during the first 3 months of pregnancy. 

Secondar y prevention—involving treatment of the infant or child— 

is aimed against complications dev eloping after birth including sub. 
acute bacterial endocarditis and cerebral thrombosis. The former 
can be prevented through prophylatic use of antibiotics prior to and 
following operative procedures, such as tonsillectomies and dentistry: 
the latter by preventing dehydration for all cyanotic (blue colora. 
tion) patients. 

Treatment is the area in which much good news is being made daily 
in hospitals and clinics in many parts of the country. Since the first 
successful operation for a congenital defect in 1938, tremendous 
strides have been made in surgery. The “blue baby” operation, 
originated in 1944, has allowed many patients to live much longer and 
happier lives. Looking backward from 1953, it can be said that 
literally thousands of operations upon at least six or more of the 

various types of malformations have been successfully performed— 
and that current research in surgery and its allied sciences such as 
physiology are widening the potentialities still further. 

Techniques have been developed and successfully used on human 
patients to close holes in the septum or partition hich separates the 
two sides of the heart. Plastic buttons have been devised which, 
successful in animal experiments, promise to be effective for repair- 
ing imperfections in the partitions of the heart. “Deep-freeze” 
methods of obtaining a bloodless field during heart operations have 
been developed. Blood-vessel grafting, an area of remarkable de- 
velopment in the past few years, makes possible the remedial treat 
ment of some congenital defects; it is now possible to graft pieces 
of artery of considerable length. The “mechanical” heart mad 
medical history in 1952; several types of these machines are in ad- 
vanced stages of development and with continued improvement it is 
anticipated that a denendable and satisfactory instrument for clinical 
use in a number of areas of surgery will be forthcoming. 

Rheumatic heart disease 

One of the most important scientific advances of recent years lias 
been the sig Ht of effective methods of preventing rheumati: 
heart disease. Rheumatic heart disease can be prevented by prevent- 
ing rheumatic fever. Rheumatic fever can be prevented by control- 
ling the streptococcal illness which almost always precedes an attack. 
Streptococcal illness can be controlled by treatment with penicillin 
or sulfonamides. 

Adequate and early treatment of strep infections with penicillin 
will prevent most, first attacks of rheumatic fever. Individuals 
who have had an attack of rheumatic fever, and who are therefore 
particularly vulnerable to recurrences, can escape further attacks by 
taking penicillin or sulfadiazine regularly. 

A national prevention campaign, in which the American Heart 
Association and the National Heart Institute are cooperating, has 
been initiated. Its objective is to prevent the disease by promoting 
(1) proper treatment of strep infections in all individuals, and (2) 
prevents of strep infections in those individuals under the age of 
18 who have had rheumatic fever or St. Vitus’ dance, and all of 
those over 18 who have had an attack within 5 years. The program 
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advocates that children who have had rheumatic fever continue daily 
prophylactic treatment at least until they reach 18, and that any- 
one over 18 continue treatment for at least 5 years from their last 
attack. If these treatment recommendations were widely followed, 
it is probable that in a very few years the number of new cases of 
rheumatic fever would be extremely low. Thus the knowledge which 
could mean the virtual elimination of rheumatic heart disease in the 
future is at hand today. 

No miracle drugs have yet been found to cure rheumatic fever once 
it has developed, but scientists have been studying the effectiveness of 
hormonal agents in treating the symptoms. It has been found that 
salicylates such as aspirin and the drugs ACTH and cortisone are all 
effective in treating the acute phase of the disease, although no con- 
clusions can yet be drawn regarding the most effective drug. 

Other recent research findings have shown that a treatment which 
combines cortisone or ACTH with a special diet and standard thera- 
peutic measures can prevent permanent heart damage in a high per 
centage of children who have suffered a single attack of carditis, and 
that the extension of injury can be reduced in those whose hearts have 
already been damaged. 

Surgical research has contributed significantly to the relief of pa- 
tients who develop rheumatic heart disease characterized by damaged 
heart valves. One of the operations now well established is reopening 
of the constricted mitral valve which has become scarred and nar- 
rowed. A recent study has shown that there is only a 15 percent 
operative risk for persons properly selected for this operation. An- 
other brillant operation has been originated, and successfully used 
on human patients, whereby a plastic valve can be inserted in the 


main artery to prevent backflow of blood into the heart caused by an 
impaired aortic valve. 


Hypertensive heart disease 

Although there is no specific prevention or cure for essential hyper- 
tension as yet, because of research in several areas treatment today is 
better than a decade ago and is improving as time goes by. Surgery, 
drugs, psychotherapy, and special diets have all been used with fre- 
quently, but not uniformly, encouraging results. 

A number of drugs employed today give beneficial results in certain 
hypertensive cases, and these therapeutic agents are being continually 
improved as more knowledge of the body’s chemistry, the action of the 
drugs, and other factors are learned from research. One of the new 
drugs, hexamethonium, used alone or in combination with others such 
as hydrazinophthalazine, gives hope of effectiveness in reducing blood 
pressure in many patients with hypertension, including critical types. 

Diet currently is considered under headings including: (1) Low 
salt, (2) low protein, (3) low cholesterol diet, (4) low caloric diet, 
and (5) rice diet. There is considerable evidence in favor of the use- 
fulness of some of these and, though the final answers have not yet 
been found, promising work under way in basic and clinical fields is 
yielding information of value. 

The low salt (sodium) diet may have beneficial effects in perhaps 
one-third of those with hypertension. Improvement of certain pa- 
tients following the rice diet has often been marked, and at times 
dramatic. The rigid restriction imposed by such dietary regimens, 
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lhowever, makes them difficult for patients to maintain. Investigator: 
ure now attempting to determine the biological mechanism whic) 
brings about the favorable clinical effect in the rice and other diets 
with the goal of evolving diets that will find greater acceptance among 
patients. 

A recent advance in the problem of sodium retention in the body has 
been the development of a plastic substance, a cation exchange resin, 
which when taken by mouth absorbs salt in the body. This su ubst: anc 
(though it, too, has disadvantages) will allow some patients, present); 
on low sodium diets, to eat normal foods, since much sodium can . 
eliminated from the body with the resin. 

Surgical treatment, aside from removable of a definite cause of 
the hypertension, such as an endocrine tumor or a diseased kidney, 
consists principally of the nerve operation termed a sympathectomy, 

Research studies are evaluating the varying types of sympathectomy 
to determine the degrees of removal of nerves necessary, and to 
develop methods for predic ting in advance those patients who would 
benefit from the operation. 

There are many real ties between hypertension and emotional dis- 
turbances, and psychotherapy sometimes brings results as good as 
those obtained from any other form of tre atment. 

The goal of research in high blood pressure is to find the underlying 
mechanisms. While this ultimate goal is being sought, the research 
itself brings data on a wide front—answers and questions that arise 
from the very nature of progressing investigations. The hope is 
strong that before too long the treatment of hypertension will be based 
on understandable mechanisms. 

Arteriosclerotic heart disease 

Investigations in arteriosclerosis have uncovered new facets of th 
problem that cause medical authorities no longer to shrug this disease 
off as “one of the indispensable penalties of living.” Perhaps no othe: 
area of a medical problem has been subject to such widespread, con 
certed attention or worked upon so assiduously, and with such careful 
analytie technique. In spite of many hopeful approaches that may 
presage a significant “breakthrough,” however, the cause of arterio- 
sclerosis is essentially unknown. 

It is a frequently expressed belief that atherosclerosis, the form o! 
hardening of the arteries which eventuates in many coronary heart 
attacks, is caused by underlying metabolic defects which may them- 
selves be primary or which may be secondary to disorders of the en- 
docrine organs and which may be accentuated or retarded by dietary 
or nutritional factors. 

Association of obesity with arteriosclerosis is suspected and there 
is research evidence pointing in that direction. In the absence of fur- 
ther evidence from the studies that are under way, the conclusion has 
been reached by many investigators and clinicians that weight reduc- 
tion may improve the prognosis in atherosclerotic heart disease. 

It is well known that males in their fourth decade dominate over 
females of this age in their susceptibility to atherosclerosis. Recent 
experiments have » shown that estrogen administration to cholesterol- 
fed chicks inhibits coronary atherogenesis, suggesting further research 
in effects of sex hormones on the disease. This is but one of many 
research approaches to the disease. 
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An important lead that has excited much interest concerns the 
existence of certain constituents of blood plasma and their relation- 
ship to blood vessel damage in atherosclerosis. Utilizing the ultra- 
centrifuge, a large instrument which whirls blood components or other 
study materials at a force 220,000 to 300,000 times that of gravity in 
order to separate them, researchers established the existence in the 
blood serum of man and animals of certain “abnormal” molecules 
of fats and proteins, now referred to as lipoproteins. Some evidence 
was obtained that certain of these lipoproteins have a definite relation- 
ship to the development of coronary heart disease. 

Of particular interest has been the development by investigators of 

‘clearing factor,” so-called because by its effect upon the state of 
fat in the blood liquid, it has the ability to clear the milky condition 
of the blood. Of greater significance, however, is its ability to alter 
that portion of fat which combines with protein in such a physical 
state as perhaps to foster deposit of fat in the arterial wall. 

For some 10 years it has been known that the turbidity of serum, 
due to fat globules present after a meal, could be reduced, or cleared, 
by the chemical heparin or similar compounds. Study has revealed 
that it is not heparin itself, but an enzymelike material which can be 
formed from a precursor among the serum proteins, by certain tissues 
(heart, lung), in the presence of heparin. 

Studies now underway stemming from this research may open up 
the possibility that a routine blood test can be developed to detect 
early hardening of the arteries, and may in time provide physicians 
with ways to counter defects in blood causing the condition. 

Other areas in which research has made progress deal with the com- 
plications of atherosclerosis, such as thrombosis and occlusion, cardiac 
arrhythmias, cardiac enlargement, acute pulmonary edema, and cere- 
bral atherosclerosis. For example, a powerful new drug (procaine 
amide) has been developed, which has the ability to abolish the irreg- 
ular heart rhythms that often prove fatal in patients recovering from 
heart attacks and in persons under anesthesia during oper: tions. 

Anti-blood-clotting drugs have been developed which prevent the 
growth of blood clots, and investigations on the prophylactic values 
of these drugs are underway. The widespread clinical use of one of 
these anticoagulants, Dicumarol, was hastened by a cooperative study 
carried on in 16 hospitals in 10 cities under the auspices of the Amer- 
ican Heart Association with the financial support of the Public Health 
Service, which showed the agent was of benefit and could save and 
prolong lives. The answer to a vital question was thus obtained in 
less than 2 years, whereas 1 team working alone would have taken 
perhaps an entire decade to secure the same information. 

Further investigations of Dicumarol and other anticlotting agents 
are continuing in a number of laboratories to improve these drugs 
until their potentialities are completely realized. Requirements for 
a better anticoagulant have been set up, and work in progress is di- 
rected to the development of an agent without the disadvantage of 
present drugs. 

Research in arteriosclerosis, upon which the energies and abilities 
of many investigators are focused, is developing much new knowledge 
which promises to be of eventual significance as clues and leads are 
painstakingly searched out. It is a strategic area, and because there 

44297—54 





92 HEALTH INQUIRY 


are sound reasons to believe that important solutions to certain prob. 
lems may be discovered reasonably soon, research in this field prob. 
ably offers the greatest challenge of the cardiovascular diseases, 


F. PROBLEMS AND NEEDS RELATED TO FUTURE PROGRESS 


What are the weaknesses, gaps, problems, needs in existing activities 
against heart disease and what can be done to strengthen them? | 
frank appraisal shows, that, while the national heart effort is healthy 
and progressing it, like all human endeavor, is not perfect and has 
room for improvement. -Heartening is the fact that gaps and ob 
stacles are recognized and that positive suggestions for overcoming 
them have been made. 

Research, research facilities, and research training 

The support of medical research should be strong, undertaken with 
the realization that desired solutions cannot be guaranteed by a state 
date but that it is extremely important to build up a continuing floy 
of basic knowledge which, though not of significance in prevention or 
treatment of disease at the moment, provides the raw material fron 
which will come clinical discoveries, developments of great human 
and economic benefits. 

While basic research is continually mentioned as paramount, per 
haps too many of those engaged in scientific investigation are having 
to deal with the immediate, practical aspects of studies rather tha: 
with longer term, fundamental inquiries. This overemphasizes the 
treatment aspects of disease. Especially, it has been said, is this true 
in the field of high blood pressure. Great attention has been given to 
developmental aspects of presently available therapies. There has 
been left undone basic research, that could be and should be done, as 
to the causes and mechanisms of high blood pressure. Thus, a most 
important need is for more researchers to devote more time to trying 
to get behind what causes this and the other major heart diseases. 

Asa corollary, there is a need for the training of people in the basic 
sciences. This comes up hard against the problem of where to find 
the people and where to train them which, in turn, leads to the needs 
of medical education. These needs are of transcending importance: 
in many ways. 

Stronger efforts must be made toward solving more of the problems 
of medical education or the recruits from which the medical researeli 
field hopes to draw new material, in terms of bright young minds 
ae to do the job to be done, will not be available in the needed 
numbers. 

The medical schools need adequate financing in order to expand 
or improve for the public good, to educate more doctors and researc! 
workers. But, given funds and assuming that enough trained men 
and women were developed, another problem arises. There is not 
the money to build the laboratories and equip them for these workers. 
There is not even enough in the way of facilities today for workers 
who could do high calibre research and would like to do it. 

A more urgent need at the very moment is for some space to put 
men to work in, work that could be started if there existed the space 
and facilities for them to do research. The lack of support for the 
construction of research facilities is therefore a serious weakness. 
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Such support should be provided and will mean much to heart re- 
search progress, bringing nearer the day of heart-disease conquest. 
But since the conduct of additional research imposes further admin- 
istrative and overhead costs wpon medical schools and institutions, 
this need should also be more adequately met. The medical schools 
are in the situation today of not being able to live without research 
money, but they are going into the red more heavily the more research 
money they take. 

Another interwoven need that demands constant attention is the 
continuing improvement of the disemination and interchange of 
scientific information. Thus scientists throughout our country and our 
allied nations by learning what each other is finding out, improve, 
check, correct, and push ahead to new frontiers of knowledge. Per- 
haps the most important way we have in the United States of dis- 
seminating information is through the personal meetings at scientific 
gatherings of people who are doing the work and can best exchange 
facts and views face to face. Funds and other support are necessary 
and important therefore, for strengthening the ways of dissemination 
and exchanging knowledge. One area which deserves consideration 
and action is that of providing more adequately for scientists to at- 
tend important technical and professional meetings; particularly it 
has been said, is this a need among the younger scientists. 

Another concurrent weakness has developed. Stability and con- 
tinuity are not given to research workers who have shown themselves 
worthy. This arises from the repetitive nature of short-term grants. 
A satisfactory program has not been developed whereby it can be 
ensured that the very best potential personnel is being recruited for 
research, that they are utilized well, and that the insecurity of their 
support is lessened. This is the key for future expansion and deserves 
consideration and action. Better continuity and stability of resources 
are essential. 

The awarding of research support to investigators is an expression 
of confidence in the ability of the workers; it 1s not a purchase of a 
guaranteed answer ; research is the seeking of truth wherever or what- 
ever it may be. 

The freedom of scientific inquiry is greatly heightened and the 
greatest progress won when support and research administration are 
diversified and in multiple agency hands rather than concentrated in 
a single authority. Furthermore, both public tax support and sup- 
port by private contributions are necessary ; they are complementary 
and supplementary to each other; and the use of both private and 
public resources ensures that heart research will be done with the sole 
objective of producing knowledge for the common good of our 
citizens. 


Professional education 


The medical schools have manifested not only interest and willing- 
ness but also have taken positive action, to the extent that available 
funds and support and the particular condition within each school 
permits to strengthen and improve heart teaching. The direction that 
this effort must take varies from school to school and can only be de- 
termined by the school itself in the best American tradition of aca- 
demic freedom. In some places the major needs are for differently 
trained personnel in some for additional personnel in others for im- 
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proved teaching equipment, and in still others for an expanded cur. 
riculum or greater coordination. 

The programs of training for already-practicing physicians in the 
clinical aspects of heart disease conducted throughout the country 
through the auspices of medical societies and cooperating groups 
such as heart associations, health departments, hospitals, suleeaics 
schools, have strengthened in recent years and represent a healthy and 
encouraging facet of the nationwide endeavor against heart disease. 
Reflecting work toward meeting an increasing need these programs 
range from single lectures through short courses, symposia, clinics, 
longer-term courses, and so on to sustained, intensified training for 
a year or more. 

If these programs were not in existence, or if they were not to con. 
tinue to grow, a serious gap would be left in the national attack on 
heart disease. For through them physicians and allied workers (be. 
cause training for professional personnel like nurses is of importance, 
too) are better fitting themselves for clinical and other phases of ac. 
tivity in heart disease, in private practice, in teaching, and in publi 
health. 

Public education 

Today a steadily developing program of public education is being 
carried out nationally, statewide, and locally through the structure 
of public and private agencies concerned with heart disease. Edu- 
cational activities constitute a vitally important part of the total 
heart program, and their continued development should be supporte: 
and encouraged as one of the essentials for progress. 

Community service and public health 

Until just a few years ago, there were heart programs in only a 
very few communities and States. Medical schools and societies, and 
health departments, had some interest and activity, and the small num- 
ber of heart associations then existing were working valiantly. There 
was no nationwide spread of activity seeking to develop community 
heart programs as a vital part of a well-rounded community public. 
health program. 

While the status of development of community heart programs is 
highly encouraging compared to 5 years ago, it should be emphasized 
that these programs are, in most areas, only in their infancy. 

To state the need here in the simplest terms, it is for time, man- 
power, funds, and increased interest not only in communities which 
at present have no heart program, but also in those which have made 
beginnings with varying degrees of success. 

Specifically the gaps lie first in the need for coordination of the 
activities of community resources so that the heart program will be 
soundly based and achieve maximum effectiveness. 

Second, improvement can be made in providing more training op- 
portunities for physicians and public health and welfare workers in 
making heart clinics better and better, in public health nursing serv- 
ices, in medical social services, in restorative or rehabilitative services, 
in preventive work, and other things that a community can do against 
heart disease. ' 

While increased funds and more trained personnel are essential 
in further progress, strong public and professional interest are equally, 
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or more, essential in the community. The greatest progress in the 
development of community heart programs can only be achieved in 
the truly democratic way, with each community, alert and informed, 
recognizing its own needs and building its own program to meet those 
needs, utilizing not only appropriate local, State, and Federal public 


funds and facilities, but also private resources as well. 


Future progress 

It is in the therapy of damage—the treating of existing disease 
that the chief medical advances against high blood pressure and the 
consequences of hardening of the arteries have heretofore been made. 
Still more benefits for the already damaged heart and blood vessels 
will undoubtedly be developed. 

But it is from the seeking out of the unknown, underlying factors 
behind the rheumatic, the hypertensive, and the coronary diseases, 
which account for a vast majority of the deaths from heart ailments, 
that the greatest dividends will eventually come. 

Once any of the presently unknown causes underlying these three 
is discovered, a great deal will have been accomplished. Of course, 
progress in the control of heart disease in 1 or all of the 3 great 
brackets may be made through the extensive and intensive applica- 
tion of partial measures which have emerged or are emerging almost 
daily from the laboratory. But medicine’s most complete conquests 
over disease are largely embodied in the history of the discovery of 
specific or contributory causes of diseases; the greater benefits almost 
always await such discovery. Here, then, is the hardest core of the 
problem. 

Scientific research is the method to get at this core, and there is 
agreement among medical, scientific, and public-health authorities 
that wide, intensive, prolonged, and collaborative investigation is 
the paramount factor in developing the nationwide heart program. 
This research, it is also felt, can best be done in an atmosphere of free- 
dom without regimentation and with support from diversified sources 
rather than of a completely centralized resource. 

Results of such research may arise from a modest laboratory where 
a single scientist makes a discovery for which hundreds of others in 
great laboratories have been seeking. Or results may come from a 
large group of workers of which each subgroup concentrates its efforts, 
in accord with its specialized interest and training, upon one or more 
aspects of a problem. Both kinds of endeavor, of the individual and 
of cooperating groups, must be supported and encouraged in any 
comprehensive and adequate research program. The fields of research 
from which discoveries of benefit for the heart may come are, more- 
over, not merely those in which lie the primarily cardiovascular in- 
vestigations. They may arise from other areas of general medicine 
or basic scientific research, and intelligent support does not cireum- 
scribe itself too narrowly. 

Although the further knowledge that research must provide is 
highly important, there is much that can be done today in the way of 
establishing and improving the application of what is known already. 

There is today large sympathy for and a growing understanding 
of the needs of “disease control” as well as research and other activities 
in the national heart program. Realization of the public health im- 
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portance of heart diseases has crystallized in the last few years among 
the public and physicians and scientists. Today there are active a 
sociations, both of medical and of public members, with years of solid 
groundwork upon which to base the strengthened programs which ar, 
needed. 

The structure for a great national endeavor against heart disease ha: 
begun to be erected. Such a combination of forces, voluntary ar 
official agencies in teamwork, has been characterized by many leaders 
us an ideal arrangement which provides the best way to achieve t}, 
conquest of heart disease. Thus the administrative machinery, bot 
Federal and non-Federal, is well founded, organized, and functioning 
cooperatively. Given time, money, and public interest, it will atta 
the eventual, desired goal. 

The eventual goal is, simply expressed, the prevention of heart dis 
eases. Consequent upon this would be their reduction as the majo 
cause of death before advanced old age, and the extension, as far a 
possible, of human life and health for both old and young throug! 
healthier hearts and circulatory systems. Toward this ac hieveme 
is directed the attack upon the Nation’s leading killer and great 
public-health problem. 

On the part of many medical authorities and scientists there | 
today confidence that if we continue to strengthen the Nation’s efforts 


within the next quarter of a century we can master much, if not all, 


of the untimely death and disability caused by the major types of 
heart disease. 
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CHAPTER V 
CANCER 
A, SUMMARY 


Cancer is unquestionably on the increase in the United States, as in 
ther parts of the world. In this country it was in 8th place as a 
cause of death in 1900, but today holds 2d place, outranked only by 
heart disease. Its current toll is 200,000 lives a year, and unless cancer 
illness rates are reduced, approximately 50 million people now alive 
will get cancer, and half of them will die of it. 

The cost of cancer, in terms of both economic loss to the Nation and 
expense to individuals and public agencies, is enormous. The esti- 
mated total of 330,000 new cases diagnosed in 1953 represents a loss 
of $12 billion in goods and services. Of the estimated 700,000 cancer 
patients who rec eived medical care in 1953, over 60 percent were hos- 
pitalized at a cost to them of more than $175 million. The average 
hospitalized cancer patient can expect to pay at least $885 for diagnosis 
and treatment. 

The attack on the cancer problem is organized under two broad 
rograms in which both private and public interests are partic ipating. 
One of these programs is basic research, under which scientists of 
nany professional disciplines are carrying on work to enlarge the 
body of knowledge of the nature of cancer and how it can be controlled. 
The other is a program through which such knowledge is applied 
he clinical level. 

Cancer work is supported and conducted by organizations which 
solicit donations for this purpose or which are privately endowed. 
Chief among these are the American Cancer Society, which annually 
receives around $19 million in voluntar y contributions, and the Damon 
Runyon Memorial Fund. Professional organizations like the Ameri- 
can Medical Association, as well as individual institutions such as 
Memorial Center for Cancer and Allied Diseases in New York City, 

re also engaged in the work. 

Government support of this work is given largely through the 
National Cancer Institute of the Public Health Service, United States 
Department of Health, Education, and Welfare, which currently 
administers approximately $20 million appropriated by the Congress. 
About three-fourths of this sum is appropriated as grants-in-aid for 
research projects carried on in non-Government institutions through 
out this country and to some extent in other countries. The remainder 
finances the Institute’s own research projects in its laboratories at 
Bethesda, Md. 

Although much remains to be done both in the laboratory and in 
medical and public-health practice before cancer is brought under 
effective control, considerable progress has been made, particularly in 
the last decade. While surgery and irradiation by X-ray or radium 
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are still the only means of curing cancer, the effectiveness of these 
techniques has been greatly increased, and improved palliative treat. 
ments have been developed, especially with chemotherapy. Improved 
management of preoperative problems and control of infection and 
body chemistry have extended the benefits of surgery to cancers here. 
tofore considered inoperable. Likewise, development of super voltage 
X-ray generators and new types of radiation through advances in 
physics and engineering has greatly increased the effectiveness of radi- 
ation therapy in cancer. 

Much of the progress that has been made against cancer has been 
clue to improvements in case finding. Experience in the management 
of this disease has demonstrated that success depends upon a combina- 
tion of early suspicion, accurate diagnosis, and effective treatment, 
Since half of all cancer involves parts of the body which are accessible 
to direct examination, the efforts of both public and private agencies 
in professional and lay education have been directed toward bringing 
patient and physician together. 

Karly diagnosis of cancer would be greatly aided by a universal test 
which would indicate the presence of the disease in any part of the 
body. Although such a test has not yet been developed, there are 
useful tests for cancer of specific sites, such as the cell examination 
technique for detection of cancer of the uterine cervix. Another aid 
to diagnosis which is proving increasingly useful, particularly against 
the mounting incidence of cancer of the lung, is X-ray examination, 

In the light of accomplishments to date, there are certain directions 
for future effort which appear to offer the best hope of further progress. 
In the area of laboratory research, study of the heritability of cancer 
is undoubtedly promising. The palliative effects of drugs on leuke- 
mia and other forms of cancer offer the hope that further work in the 
field of chemotherapy may produce treatments that will result in cures 
without the aid of surgery or irradiation. Especially promising in 
this respect is the experience thus far with hormones in treating cancer 
of the breast and prostate gland. 

The field of radiation is still one of the most promising for cancer 
therapy, especially in the development of higher voltage X-ray ap- 
paratus, and improved techniques for using other means of radiation, 
especially radioisotopes. 

Not to be overlooked are the opportunities for improvement in tech- 
niques of combining various types of therapy in treating individual 
cases. 

Reduction of cancer mortality through earlier case finding will be 
accomplished by intensification of the combined efforts of public and 
private agencies to raise the index of cancer suspicion of general 
practitioners and alert the public to the necessity of cooperating with 
the medical profession. 


B. WHAT IS CANCER? 


Cancer is a disease of individual cells, the tiny units which combine 
in enormous numbers to make up the human body. It is a disorder 
residing within the individual cells, one which is passed on to become 
self-multiplying and malignant—resulting in death unless it is de- 
stroyed or removed, The causes of this disorder, this uncontrolled 
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cell growth, are not fully understood. A few inciters to cancer are 
known which act on the organism from without, such as X-ray, other 
ionizing radiation, sunlight, and certain industrial chemicals, More 
elusive are the natural causes of cancer. They represent the majority 
of causes, cancer scientists believe, and they must arise within the 
body, possibly within the affected cell or as inciters—like sex hor- 
mones—produced in one part of the body but creating malignancy in 
other areas. 

Many clues to these natural causes have been found, but much more 
remains to be learned about their role in the origin and development 
of cancers. Besides flagging a number of agents and influences which 
may cause cancer, scientists have ruled out many factors once suspected. 
For example, there is no evidence that human cancer is caused by a 
verm, or that it is contagious or infectious. Nor will a single injury 
to soft tissue, such as the breast, cause cancer. In general, no food or 
combination of foods have any influence on the cause or the cure of 
cancer. Simple freckles, corns, and hemorrhoids do not turn into 
cancer. Cancer cannot be transmitted by kissing or by casual contact 
between persons or between persons and animals. So far as is known, 
a person’s mental condition has no effect on the course of cancer. 

Man has no monopoly on cancer, for it is found throughout the 
plant and animal kingdoms. ‘The occurrence of the disease among 
human beings is worldwide. (See chart 7.) Some curious age, sex, 
racial, and geographical differences in its attack are apparent. For 
example, the American Cancer Society has found that the death rate 
from cancer of the breast is considerably higher for women in Cali- 
fornia or Maine than for women in Texas or North Carolina. Many 
varieties of cancer are known. These have certain characteristics in 
common, such as uncontrolled growth, the tendency to metastasize or 
spread widely in the body, and fatal termination if not treated early 
and adequately. Cancers differ in several ways, such as location in 
the body, appearance when seen through the microscope, and response 
to treatment. 

Cancer develops in people of all ages and all races, in adults and 
children, in men and women. In men some of the common forms are 
cancer of the stomach, the lungs, the skin, the rectum, and the prostate 
gland. In women some of the most common forms are cancer of the 
uterus or womb, the breast, and the stomach. On the other hand, 
certain kinds of cancer—acute leukemia is an example—are found 
mainly in children. The cure of cancer, however, has little relation to 
age. The cure depends upon the extent of the cancer’s growth at the 
time it is detected, and the adequacy of the treatment as well as the 
type of cancer. 
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CHartT 7.—Death rates, all causes, and cancer, by country—selected countries 


1940 * 

Country —_ | at Country — Cane 
Switzerland 1, 201.0 176.0 Egypt 3, 034. 1 
Argentina ? 1, 195. 2 85.4 Mexico 2, 335. 0 
Germany 3 1, 168. 0 146.9 || Guatemala 4 2, 146.0 
Sweden 1,141.8 135.7 || Chile 2, 145.3 
Norway 1, 088. 0 136. 2 Finland 1, 895. 9 
United States 1,074.1 120. 0 France 1, 886.9 
Denmark 1, 033. 5 147.4 Rumania 5 1, 857. 6 
Iceland 990. 4 126.3 Brazil 1, 831 
Netherlands 988. 0 138. 2 El Salvador 1, 747.4 
Canada 976. 1 117.2 Costa Rica 1, 708. 7 
Australia 972.4 116.8 Venezuela 1, 659. 8 9 
Uruguay 960. 3 98. 8 Japan 1, 652. 4 ? 
Union of South Africa 040. 3 104.7 || Spain 1,641.9 
New Zealand 923.6 120. 2 Belgium 1, 612.1 

1 Rate per 100,000 population 

2 1936 rate 

31938 rate 

41943 rate. 

§ 1939 rate. 

Source: Summary of International Vital Statistics, 1937-44. 


Cc. THE HUMAN AND ECONOMIC BURDEN OF CANCER 


Fifty years ago cancer was eighth in the list of causes of death i) 
this country. It was prec ‘eded by Bright’s disease, tuberculosis, 
pneumonia, diarrhea, enteritis, and diseases of the muscular system 
Then, 78,000 persons a year died of cancer. Research was meager, 
and adequate technology was non-existent in many areas of science. 

Today, cancer is the second leading cause of death, outranked only 
by the eaidiorent ‘ular diseases. It is now the stated cause of approx 
mately 1 out of every 7 deaths in the United States, claiming mor 
than 200,000 lives a year. The importance of cancer as a cause o! 
death is not confined to certain age periods, but extends across the e1 
tire life span. Between ages 5 to 14, and 35 to 74, it is the secon 
leading cause, and only at ages under 5 and over 85 does it drop below 
third pi: ice. 

Unless the cancer death rate for older people can be cut drastically, 
the number of persons affected by cancer will increase by more tha) 
50 percent during the next 25 years, because a larger proportion of 
the population is living into the upper age brackets. If prevailing 
death rates at each age continue, in 1975 some 1,008,000 persons will b 
under treatment for cancer and 326,000 will die of it. 

Surveys of 10 cities made by the National Cancer Institute in 1947 
and 1948 indicated that cancer was being diagnosed at an annual rate 
of 319 new cases per 100,000 popul: ition, “and th: at 430 of ev rery 100,00) 
persons were under treatment for the disease sometime during th 
year. From these findings rates for specific age categories were com 
puted and applied to the United States population for the purpose of 
making national estimates. The incidence (new cases per 100,000 
population ) ) for the country in 1950 was estimated to be 328 and the 
prevalence rate (cases under treatment during the year per 100,000 
population), 441. 

The emphasis on the increased risk of developing cancer at the 
older ages should not conceal the fact that a very substantial numbe! 
of cases are diagnosed among children and young adults. In the 
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morbidity surveys mentioned above, 15.6 percent of all cancer cases 
diagnosed during the study year were persons under 45, 

Annual rates ‘for incidence, prevalence, or mortality do not ade- 
quately describe the total cancer problem. Cancer investigators have 
to consider the risk of the disease deve loping over intervals as long 
is 10 or 20 years. Unless there is a reduction in the proportion of 
people who get cancer, of 100 people born during 1950, 32 will de 
velop cancer at some time during their lives; cancer will develop in 
3 before age 45, in 14 before age 65, and 23 before age 75. 

If cancer illness rates are not cut, approximately 50 million peo- 
ple now alive are going to have cancer, and 25 million will die of it. 

About 530,000 new cases of cancer are estimated to have been diag- 
nosed in 1953. Probably three- fourths of the potential economic 
production of these cancer victims will be lost to society. Taking 
the age distribution of new cases of cancer into account, and counting 
as lost only those years that an individual may be considered as er 
ductive, the discovery of 530,000 cancer cases represents a loss of : 
million man-years of work. Current estimates fix the average nel 
ontribution per member of the labor force (age 18 to 65) to the gross 
national aaa at $5,500. Thus, the cases of cancer diagnosed in 
1953 alone will cost society $12 billion in lost goods and services. 
This does not include the cost of medical care and the value of the 
potential economic produc tly ity of persons car ing for cancer * pat ients. 

Data collected by the National Cancer Institute indicate that of 
the more than 700,000 cancer patients who received medical care in 
1953, over 60 percent, or nearly 450,000, occupied hospital beds for 
an average of 27 days, at an estimated total cost to them of more than 
$175 million. 

According to a study conducted by the American Cancer Society 
for the Vermont State Cancer Commission in 1947, the per diem 
charges accounted for three-fifths of the total amount billed by hos- 
pitals. Assuming that this relationship still holds, a per diem rate 
of $10 means an average cost per hospital day of $16 to $17 to the 
cancer patient, and the estimated average total cost of hospitalization 
to the patient amounts to $535. On the basis of the schedule of fees 
for surgery and supporting services contained in typical Blue Shield 
plans, an individual from a family of low or moderate income can be 
expected to pay at least an additional $350 for physicians’ services 
(diagnosis, surgery, radiation, and followup care). Individuals nor- 
mally earning higher i incomes woulk lpi iy considerably more. Thus, the 
average cancer patient hospitalized (3 out of every + cases diagnosed ) 
can expect to pay at least $885 for diagnosis and treatment. These 
estimates are minimal because the -y do not take into account the cost 
of care subsequent to hospital discharge (stay in nursing and con- 
valescent homes and medical care in the patient’s home). 

The cost of medical care to cancer patients not requiring hospital- 
ization or discovered too late to warrant treatment (1 out of every 
4 cases diagnosed), can be fixed at $100, at least. Again, this figure 
does not include the cost of nursing or convalescent home care. For 
all cancer patients, whether hospitalized or not, the cost of diagnosis 
and treatment would average at least $700. The Vermont ‘study 
suggested that 1 out of every 10 cancer patients hospitalized at present 
can be expected to run up hospital bills of more than $1,070. 
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Patients and their families are confronted with these bills at 4 
time when income is drastically reduced through either loss of income 
by the wage earner or the necessity of hiring housekeeping help. It 
is not surprising that, according to the Vermont experience, slightly 
more than one-fifth of the patients were unable to make any payment 
from their own resources toward their hospital bills. More thay 
one-fourth required some charitable aid in the payment of their bills, 
Two-thirds were able to pay their bills in full from their own 
resources, 

Mortality statistics and loss of man-years due to illness from 

cancer do not show specifically the impact of this disease on the 
basic unit of society—the family. Illness of any kind can be finan 
cially upsetting to an ordinarily self-sustaining family. A terminal 
illness involving long-term, expensive treatment is usually over 
whelming. W hen the cancer patient has been the breadwinner, 
cancer is a total family catastrophe. 

It is difficult, if not impossible, to assess the effects of the loss of 
status or self-respect when a family is forced to accept relief which 
they had never previously needed. The long-term effects on children 
whose mother must assume the principal wage-earning role because of 
the father’s illness, are as difficult to measure as the problems faced by 
the father of small children when their mother is ill with cancer, 
One-third of all cases of cancer in women occur between the ages 
of 35 and 55, when their children are of teen-age. Nearly one-fourth 
of all cases of cancer in men also occur at these ages. 

Rehabilitation is a serious problem for the cancer patient who has 
been made well enough to work. Quantitative figures on this aspect 
of cancer illness are scanty, and what is known is dismal. Most. in- 
dustries refuse to employ individuals who have had cancer because 
of the increased risk of compensable illness. New opportunities for 
creative or productive employment are difficult to find for many cancer 
patients, particularly males. Thus, there is nearly a total socio 
economic loss to the community in the case of male cancer patients, 
and a substantial one with female patients, even when they have 
survived their initial course of treatment for the disease. This dif- 
ference between posttreatment experience of males and females is 
consistent bap the more general satistical fact that while the rate of 
onset of new cases of cancer is practically equal for males and for 
females, the mortality rate from cancer in males is now higher than 
in females. The reasons for this latter fact are not clear and sys- 
tematic exploration in this field is indicated. 

Most people know what happens to a person with advanced cancer. 
The auninal. social, and economic effects of the late stages of cancer 
tend to perpetuate delays in diagnosis. Dread of pain and of phys- 
ical or economic dependency has been found to be an important factor 
influencing people to delay in seeking medical advice when cancer 
should be : suspected. This results in an ever-widening circle of loss 
to the community and to the Nation. 


D. THE NATIONAL ATTACK ON CANCER 


Efforts to control cancer, supported by private or voluntary inter- 
ests, are conducted nationally and locally by such organizations as the 
American Cancer Society, and various foundations and funds such 
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as the Damon Runyon Fund, Anna Fuller Fund, Jane Coffin Childs 
Fund, and the Pardee Fund. Professional organizations such as the 
American Medical Association also support cancer work, in addition 
to special cancer centers like the Memorial Center for Cancer and Al- 
lied Diseases in New York, the Nathan Goldblatt Memorial Hospital 
at the University of Chicago, and the Children’s Medical Center in 
Boston. 

Public or Government-supported efforts are spe iwheaded by the Na- 
tional Cancer Institute of the Public Health Service, U nited States 
Department of Health, Education, and Welfare. Other public agen- 
cies engaged in this work include, on the Federal level, the Atomic 
Energy, Commission and the Veterans’ Administration, and on the 
State level the various State health departments. 

The American Cancer Society, a national organization with head- 
qui arters in New York City, is supported entirely by voluntary contri- 
butions. It has 60 divisions chartered to carry out its program of 
cancer control in every State, the District of Columbia, and Alaska, 
and has affiliations with organizations in Puerto Rico, H: awail, and 
the Canal Zone. The 60 divisions have organized local units in sub- 
stantially all of the 3,000 counties of the U nited States. 

The program of the society falls into = broad categories of re- 
search, education, and provision of cancer facilities and services. Its 
research program is carried out through project grants-in-aid, institu- 
tional grants, and fellowship grants. ‘The project grants are awarded 
to research workers throughout the country on recommendation of 
the Committee on Growth of the National Research Counc “il, which 
is assisted by a number of advisory panels. Institutional grants are 
made to research institutions and are designed to foster investigative 
activities and productivity in cancer research beyond that possible 
by isolated workers or individual disciplines. Fellowship grants en- 
able young scientists to obtain training in cancer research. Consider- 
able sts atistic: al research, including epidemiologic al studies, is con- 
ducted directly by the society’s national office. 

The educational program includes clinical fellowships to young phy- 
sicians to enable them to obtain training in cancer diagnosis and treat- 
ment, activities which help to advance the practicing physicians’ 
knowledge and skill in cancer diagnosis and treatment, nurses’ train- 
ing programs, and activities looking toward the spread of cancer in- 
formation generally, with a specific aim of teaching the public the 
signs and symptoms of cancer and encouraging them to seek prompt 
medical care. 

Service and facility activities include aid in the establishment 
and support of cancer clinics, organization and support of cancer de- 
tection centers and information centers, and the rendering of services 
directly to cancer patients such as loan closet services, transportation 
services, aid to local visiting nurse services, furnishing of cancer 
dressings, housekeeper services, and a limited amount of aid in paying 
for ae il services or drugs. 

The cancer activities of the American Medical Associt ution, which 
reach practically all physicians in the country, are chiefly in the field 
of communication of information. The AMA makes available to its 
members, through its weekly journal and other types of publications 
and services, the latest information on cancer diagnosis and treatment, 
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new research findings, etc. Through its research committee it collects 
information on cancer treatments, evaluates the results and makes the 
information available through its publications. Another one of its 
activities is the investigation and expositon of cancer nostrums and 
quackery. 

The Damon Runyon Fund isa national fund established in mem ory 
of a noted journalist. It supports cancer research projects and cancer 
research fellowships. Since its establishment in 1946 it has collected 
nearly $8 million. None of the money collected is used for adminis 
trative expenses, these being defrayed by Mr. Walter Winchell, the 
founder of the fund, and some of his friends. The Damon Runyo: 
Fund holds an annual 2-day conference in cooperation with the New 
York Academy of Sciences for current and former cancer researc); 
fellows. 

The program of the National Cancer Institute, supported by Federal] 
Government appropriations, includes laboratory and clinical research 
in its own facilities at Bethesda, Md., and support of similar research 
at other institutions throughout the country by means of grants-in- 
aid made on recommendation of the National Advisory Cancer Coun- 
cil. In addition, a research fellowship program provides experience 
and training opportunities in research for promising young scientists 
Cancer teaching grants are given to medical and dental schools, cancer 
control grants are made to the States, and training grants provide 
special cancer training and experience to practicing physici lans. 

The Atomic Energy Commission is concerned with studies of radio 
active materials as cancer causative agents, and the application of new 
sources of radioactivity to the treatment of cancer. Its work is con 
ducted both in its own laboratories and privately owned facilities, all 
under contract arrangements. None of the research laboratories is 
operated by the AEC itself. The four major AEC centers conducting 
cancer therapy research are at Brookhaven, N. Y.; Oak Ridge, Tenn.: 
Chicago, and San Francisco. Each is affiliated with a large number 
of universities. 

The Veterans’ Administration conducts cancer research in some of 
its hospitals. 

The Committee on Cancer Diagnosis and Therapy of the National 
Research Council was formed in November 1950 at the request of the 
American Association for Cancer Research, the American Cancer So- 
ciety, the American Medical Association, the Damon Runyon Me- 
morial Fund, the National Cancer Institute, and the Food and Drug 
Administration. The objective of this committee is to determine the 
efficacy of various proposals for the diagnosis and treatment of cancer, 
and to provide information, advice, and opinions to the organizations 
that sponsor and support its activities. 

Broadly speaking, the total cancer research effort of the Nation is 
directed at two main objectives: the acquiring of more knowledge 
about cancer and methods of controlling it, and putting this knowl- 
edge to immediate use as it becomes available. Although there is a 
difference of opinion among scientists as to the direction research 
should take, in general cancer studies deal with such phases of the 
problem as (a) the initiation of cancer (what agents produce it, in 
what body organs, how their effects are produced, etc.) ; (6) the nature 
of cancer and its relation to the host (what the rel ationship i is between 
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the structure of a tumor and its function, what chemical mechanisms 
take place in cancer tissue, the effects the growth of a tumor has on 
the body organ in which it develops and on other body organs, etc.) ; 
(c) treatment and palliation of cancer (studies of the effects and final 
results of various types of treatment, development and testing of new 
modes of treatment, ete.). 

Specific cancer research projects deal with such subjects as hor- 
mones (both as cancer-inciting and cancer-controlling agents), the 
relationship between nutrition and cancer, studies of cancer of spe- 
cific sites of the body, studies of specific types of cancer such as Hodg- 
kins disease, leukemia, melanoma, etc.; the role of heredity in cancer, 
the development and evaluation of di: agnostic tests, studies of ionizing 
radiations, and with the discovery and development of means of con- 
trol of factors in man’s environment which relate to the occurrence of 
cancer. Hundreds of studies are being conducted to elucidate these 
questions and to discover fundamental facts in many fields of science 
which will help in the solution of the cancer problem. Engaged i 
this effort are the major scientific institutions of the country, the ac- 
credited schools of medicine and research hospitals, and many hun- 
dreds of individual scientists, physicians, and research technicians. 

Educational activities are of several different types and are directed 
at different groups—the scientist, the practicing physician, the spe- 
cialist such as the surgeon, radiologist, and pathologist; the nurse, 
and the public generally. The work is carried on through the pro- 
fessional schools, hospitals and laboratories, and by means of insti- 
tutes, conferences, and refresher courses. All types of educational 
media are used, including the general medical journals, specialized 
professional journals, and a cancer monograph series published by the 
American Cancer Society. Motion pictures produced jointly by the 
American Cancer Society and the National Cancer Institute, exhibits 
and various types of publications are used both for professional edu- 
cation and for information of the lay public. The grants-in-aid made 
to medical, osteopathic and dental schools by the National Cancer In- 

stitute to improve the teaching of cancer to undergraduates, and the 
specialized hh ams of clinical traineeships for physicians conducted 
by both the National Cancer Institute and the American Cancer So- 
ciety continually increase the numbers of young physicians with 1 to 
3 years of special training in the diagnosis and treatment of cancer. 
For example, the American Cancer Soc iety awards 88 such fellow- 
ships annually. In addition it gives 15 fellowships in exfoliative cy- 
tology which permit qualified pathologists to spend varying per iods, 
up toa year, in acquiring proficiency in this diagnostic tee hnique, and 
a number of other fellowships to permit } young physicians who have 
already obtained extensive training in r adiation ther: apy to study for 
a period of 1 year in Europe. State or local units of the society also 
provide schol: arships for nurses. The National Cancer Institute has 
also given fellowships to more than 800 young scientists for graduate 
training. 

An important segment of the educational program has to do with 
the training of young scientists to prepare them to carry on scientific 
research. ‘The Damon Runyon Fund has awarded 256 such fellow- 
ships to people in 170 ins stitutions in the United States and abroad. 
The American Cancer Society reports that since the beginning of 
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its research fellowship program in 1946 it has awarded 376 such 
fellowships. 

Education of the lay public is conducted chiefly by the Ameri 
Cancer Society, with which the National Cancer Institute has co. 
operated in the production of educational materials such as films and 
pamphlets. These activities are carried on through all the usual 
channels employed in publie educational work, including such spe- 
cialized facilities as cancer information centers and ~ancermobiles, 
Science writers are encouraged to visit cancer research laboratories 
throughout the country in order to report research progress to the 
public, 

There are in the United States 11 cancer hospitals, approximately 
t75 cancer diagnostic and treatment clinics, and 175 cancer diagnosti 
clinics approved by the American College of Surgeons. There are 
also x»bout 240 cancer detection centers, the primary objective of which 
is to uncover unsuspected cancer in presumably well persons. The 
largest clinical cancer center in the country is the Memorial C enter 
for Cancer and Allied Diseases in New York City, composed of 2 
hospitals, 1 public and 1 private, and a research institute. The ig 
orial Center handles about 10,000 cancer patients annually and does 
about 20 percent of the Nation’s cancer research. As to the available 
beds for cancer patients, it should be emphasized that any hospital 
bed is a potential bed for a cancer patient. The American Cancer 
Society promotes the establishment of and gives financial aid in the 
oper ration of cancer clinics and cancer detection centers. The educa- 
tion of professional personnel is also an activity direc ted at providing 
better services for cancer patients, as this is the ultimate objective 
of such educational work. One specialized field in which there is 
a shortage of personnel is pathology. 

The only national agency providing services directly to the cancer 
patient is the American Cancer Society, the local units of which carry 
on a variety of activities for this purpose. These are briefly enum- 
erated in the section above in which the work of the society is outlined. 

The activities of the various organizations, public and private, are 
coordinated through cooperative arrangements, direct exchanges of 
information, participation of members on each other’s committees, 
boards of directors and advisory bodies, and through communication 
of information by means of publications and meetings. 

The chief sources of funds for cancer work are voluntary contribu- 
tions and congressional appropriations. The amount available to the 
American Cancer Society from public contributions for the calendar 
year of 1953 is approximate ly $19,800,000. From the establishment 
of the National Cancer Institute in 1937 to June 30, 1954, $131,500,000 
will have been made available for that agency by the C ongress. Dur- 
ing approximately the same period the American Cancer Soc iety has 
collected $120,800,000 from voluntary contributions. The amount 
appropriated for the National Cancer Institute for the fiscal year 
ending June 30, 1954, is $20,237,000. 

The Atomic fenergy Commission, which is also supported by con- 
gressional eer is tions, estimates that it is currently spending be- 
tween $3 million and $4 million on cancer projects. A few States 
also appropriate funds for cancer research. Other sources of funds 
especially for cancer research are the Jane Coffin Childs Fund, the 
Anna Fuller Fund, the Pardee Foundation, universities, hospitals, 
and individual private sources, 
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E. PROGRESS AGAINST CANCER 


To achieve a substantial reduction of cancer, or what public health 
people call “control” of the disease, requires that the medical, social, 
and economic impact of the disease be minimized through preventive 
measures, effective treatment, or both. That these requirements have 
not been fulfilled is common knowledge, although the effort to control 
cancer has made tangible and significant advances along the broad 
avenues of treatment and prevention. 

Surgery and radiation—X-ray and radium—have been and still are 
the only effective techniques available for curative therapy of cancer. 
They are curative only when the cancer cells remain localized to areas 
from which they can be removed entirely by surgery or destroyed by 
radiation. For cancer which is disseminated, surgery and radiation 
with other adjuncts of good medical care can be of considerable pallia- 
tive value in prolonging life with reasonable comfort afforded. 

Both surgery and radiation have become more effective in recent 
years for the treatment of cancer chiefly because other scientific and 
medical advances have permitted them to be used more extensively 
and adequately. Cancer surgery has become bolder, more extensive. 
Besides removing malignant tissues and neighboring lymph nodes, 
surgeons today often find it possible—to the great advantage of the 
patient—to remove adjoining organs and tissues that are frequent sites 
of extension of cancer. Restraint of tumor growth, through altera- 
tion of hormone balance by removal of endocrine glands, is another 
example of useful cancer surgery. Too, cancer often can be prevented 
surgically by the removal of benign growths, such as intestinal polyps, 
which may become malignant in time. 

Until recently, infections, hemorrahage, shock, anemia, other blood 
deficiencies, faulty nutrition, and other secondary problems limited 
the amount of surgery or radiation that could be used in cancer treat- 
ment and the length of survival of the patient after treatment. Now, 
greatly improved management of these problems before, during, and 
after treatment is possible because of control of infection by antibiotics, 
control of hemmorrhage, better anesthesia, control of body chemistry, 
and other advances in techniques. As a result, the surgeon is able to 
extend both his curative and his palliative surgery to cancers which 
used to be considered inoperable. The operative mortality has gone 
down, the 5-year surgical-cure rate for some types of cancer has gone 
up, and many patients with disseminated cancer are living more com- 
fortable and productive lives. 

The development of new and more powerful radiation sources, 
through advances in physics and engineering, has greatly enhanced 
the effectiveness of radiation in the treatment of cancer. Super-volt- 
age X-ray generators operate in therapy at several million volts with 
promising results. The betatron and other particle accelerators pro- 
vide new types of radiation at voltages as high as 350 millions—soon to 
reach a billion volts. In addition, ingenious improvements have been 
made in methods for applying radiation. For example, rotational 
therapy, in which the patient 1s placed in a chair and slowly rotated 
underneath an X-ray beam, makes it possible to pin-point the radia- 
tion on the cancer with minimal harm to neighboring tissues. 
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Radioactive isotopes, widely available since research on atomic 
energy reached its full stride, now make it possib le to apply radiation 
therapy with particular advantage to certain cancers formerly dif- 
ficult to approach. Radioactive iodine is valuable against cancer 
of the thyroid gland, radioactive phosphorus against chronic leuke- 
mia. Both radioactive iodine and phosphorus have practical value 
also in the localization of brain tumors, allowing their removal with 
improved precision. Also widely available throughout the country 
is radium or its new substitute, radioactive cobalt. 

Although the use of chemicals against cancer, so-called cancer 
chemotherapy, is not established as a cure, certain chemicals have 
been found to have ancillary value when used with surgery or radia- 
tion. Even more important, some drugs have proved valuable in 
the palliation of incurable cancers, permitting the patients to live 
longer in comfort and to lead productive lives. 

Materials now used effectively in the chemical treatment of cancer— 
either alone or in combination with other treatments—include hor 
mones, nitrogen mustard, triethylenemelamine (TEM), triethylene- 
phosphoramide (‘TEPA), and folic acid antagonists such as amethop 
terin and aminopterin. Cancerous conditions that have been benefited 
with these drugs, although not cured, include Hodgkin’s disease, 
chronic leukemia, acute leukemia in children, lymphosarcoma, neuro- 
blastoma, certain brain tumors, some cancers of the breast, of the lung, 

of the bladder, and of the prostate gland. 

Notable progress has been m¢ ade in the treatment of acute leukemia 
in children. Before 1947, when the drugs known as the folic acid 
antagonists were introduced, a child who fell prey to this disease of 
the blood-forming organs usually survived less than 1 year. There 
is still no cure, but, today, with skilled application of the folic acid 
antagonists, 30 to 50 percent of children with acute leukemia enjoy 
almost complete remission of symptoms for worthwhile periods of 
time. For example, at the Children’s Medical Center in Boston, such 
treatment of almost 400 children with acute leukemia prolonged life 
in about two-thirds of the young patients. Some have survived more 
than 2 years after onset of the disease, with 1 boy having survived 
for more than 4 years. 

Recent years have also seen in the United States the development of 
an organized ni tional research attack on cancer, one which includes 
in its scope the major scientific institutions of the country, the schools 
of medicine, research hospitals, and many hundreds of individual 
research scientists, physicians, and technicians. The greater part of 
the massive growth in cancer research has occurred since 1945. This 
remarkable development has been in two areas. First, there has been 
a vast expansion of laboratory facilities across the country, aided by 
the training of hundreds of scientists to man them. Second, the view- 
point of cancer researchers has changed from pessimism to a reasoned 
optimisim. 

Today, cancer research is financially supported from four principal 
sources: private endowment, voluntary public contributions, Federal 
Government appropriations, and by universities, hospitals, and other 
institutions. In 1953, the countrywide budget for cancer research 
amounted to about $15 million. 

Investigations of the causation of cancer make up a large part of 
this research endeavor. Through these studies, certain basic princi- 
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ples relating to the initiation of cancer have been affirmed and re- 
affirmed in each of several species studied, including human beings. 
These include: 

1. A wide variety of apparently unrelated agents—chemical com- 
pounds produced synthetically, naturally occurring compounds, radi- 
ations, and biologic entities—can cause cancer. 

2. Most of the potent agents will evoke cancer in only a fraction of 
the population studied. 

3. The cancers that follow application of a powerful tel 
ducing agent develop after a long period of apparent well-being which 
may be measured in weeks or months in laboratory animals but is 
probably a matter of years in human beings. 

Several studies indict a number of compounds present in the en- 
vironment as agents that cause or contribute to the initiation of can- 
cerinman. Such compounds are tar, some petroleum products, radio- 
active materials, certain metallic materials such as the chromates ob- 
tained in metal-smelting processes, certain aniline dye intermediates, 
and some other products or byproducts of industrial activity and mod- 
ern civilization. From such ndings it has been possible to prevent 
exposure to these materials by the industrial workers handling them. 
It is clear that numerous cancers, therefore, have been avoided. Such 
preventive methods will continue to pay inestimable dividends in 
terms of avoidance of human suffering, loss of life, and dollars. 

Numerous cancer-producing chemical agents have been prepared 
synthetically. Also important.in the production of cancer are the dif- 
ferent forms of radiation: X-rays, the high-speed particles produced 
by radioactive materials and the modern apparatus employed in 
atomic energy research, and ultraviolet light. From studies in this 
field it has become evident that precautions must be taken by the pa- 
tient receiving radiation either for diagnosis or treatment, by the 
doctor, and by those who work with radiation in laboratories, in- 
dustrial plants, mining, and military operations. 

Some cancer-producing agents (such as X-rays and the chemical, 
3,4 benz-pyrene) induce a variety of tumor types in a number of dif- 
ferent animal species; others (such as the agent causing leukosis in 
chickens, and the agent in the milk of mice that affects the occurrence 
of breast cancer in the offspring) induce cancer ordinarily in a single 
species. ‘These findings indicate that, in addition to the many agents 
from outside the body—extrinsic factors—there are numerous intrinsic 
factors, in the laboratory animal and in human beings, which can 
affect both the initiation of cancer and the course of development of the 
established cancer. 

The importance of hereditary influences in producing experimental 
cancer has been demonstrated by developing many generations of in- 
bred strains of mice and other animals. This inbreeding provides an 
extremely valuable tool for cancer research, but the translation of 
these experimental results into clinical terms is most difficult since 
human heredity is the result of the opposite of inbreeding. Recent 
studies along other lines suggest that heredity may play an important 
part in the predisposition to some types of human cancer. Certain 
family groups appear to have a higher-than-ordinary concentration 
of breast and stomach cancer. In cancer of other sites hereditary sus- 
ceptibility has not been demonstrated except in rare instances, and it 
may be that heredity has little or no influence in some types of cancer. 
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The hormonal secretions of the body constitute another important 
group of intrinsic factors about which much has been learned. Much 
remains to be done in this area of research, but the work has already 
provided information leading to hormonal treatment, so valuable iy 
certain types of cancer, such as prostatic cancer. 

Some researchers believe that all cancers are caused by viruses that 
lurk in the body tissues in an inactive form and are activated by ex- 
trinsic factors. Most cancer investigators, however, believe only a 
few cancers are caused by viruses. Recently, some experiments have 
been reported which indicate that leukemia can be produced in mice 
by injection of cell-free extracts of certain tumors into the young mice. 
If these observations can be confirmed, their implications are exceed- 
ingly important for new research, especially in that important type 
of cancer, leukemia. - 

Much has been learned about the nature of cancer and its relation 
to the host. A varied picture has been observed in the clinical nature 
of the disease in the patient and in the body site attacked. In addi- 
tion, the behavior of cancer tissue has been found to vary considerabl) 
in such important respects as (1) progressive growth of the tumor, 
(2) transplantability, (3) invasiveness into the surrounding tissue, 
(4) the setting up of distant, new sites of growth, and (5) the produc- 
tion of hemorrhage in the area of the tumor. 

Most of the knowledge of the chemical mechanisms in cancer tissue 
has been obtained with the past decade. Extensive study of the chemi- 
cal properties of tumor tissues has shown that in many respects tumors 
tend to resemble one another more than normal tissues tend to resemble 
each other. In certain chemical functions, cancer tissue has been 
shown to be deficient; for example, in the ability to oxidize certain 
chemical raw materials. In other functions, cancer tissue exhibits 
remarkable activity, such as the ability to manufacture protein as the 
tumor mass grows. Out of this and allied studies—such as those con- 
cerning the problem of nitrogen metabolism in cancer patients—may 
come leads to new ways of treating cancer. 

Important progress has been reported in other research aimed ut 
developing better methods for treating cancer. In the field of radia- 
tion, many varied studies are going forward, besides those which led 
to the development of new techniques and new sources of radiation 
already described. Notable examples are the studies in laboratory 
animals of the biological effects of radiation. These studies are needed 
not only in cancer research but also because of the development of 
atomic-energy weapons. Especially important to both areas are the 
studies on radiation sickness. One significant result of this research 
is the recent finding that shielding of the spleen or bone marrow or 
the prompt administration of nonirradiated spleen or bone marrow 
material to an individual exposed to a normally fatal dose of radiation 
‘an prevent or counteract many of the usual consequences of such 
exposure. These discoveries give new leads to ways of protecting 
against large amounts of radiation. Highly specialized studies on 
radiation therapy are being advanced by the Atomic Energy Com- 
mission in research hospitals at Brookhaven on Long Island and Oak 
Ridge, Tenn., at the new Argonne Cancer Research Hospital in Chi- 
cago, and in the radiology laboratory of the University of California 
Medical School at San Francisco. 
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One of the main goals of cancer research is the discovery of a drug 
or drugs—that is, methods of chemotherapy—which will destroy the 
tumor or cancer tissue without injuring the other tissues in the cancer 
patient. If such a discovery were available, it would be the ideal 
therapy, for not only could ‘localized cancer be treated without the 
mutilating effects of surgery and radiation but disseminated cancer 
could also be treated effectiv ely. A single such drug for all cancers 
presupposes that tumor cells contain a component common to all types 
of cancer cells which distinguishes them from normal cells. No such 
component has been demonstrated as yet, and, although many cancer 
research workers do not believe such a component exists, certain simi- 
larities suggest the possibility of such a common factor. Since no 
such demonstration has been brought forward, scientists in chemo- 
therapy are seeking chemical _— which will (1) modify the sys- 
temic toxicity produced by cancer, (2) alter the relationship between 
the environment of the cancer cell and the cell itself, (3) interfere 
with the blood supply of the tumor, (4) stimulate pubes of tissues 
adjacent to tumors against invasion, and (5) differentially damage 
functional and metabolic processes in normal and cancer cells. 

Observations from many lines of basic research have resulted in the 
testing of well over 10, 000 chemical compounds for ability to destroy 
cancers in animals. A number of valuable leads for treatment in the 
patient have come from the studies in animals. 

The sex hormones, both estrogens and androgens, have met with a 
limited degree of acceptance in the management of breast and pros- 
tatic cancer. Since 1946 the American Medical Association has sup- 
ported, with the cooperation of representatives of the drug industry, 
a far-reaching survey of the effects of sex hormones and allied sub- 
stances upon the various forms of cancer. In all, 45 clinics and 65 
inestigators joined in the survey. Much data have been accumulated 
and analyzed. In a relatively short time, thanks to this survey, the 
medical profession has been informed, through publications in_the 
Journal of the American Medical Association and in other medical 
journals, of definite criteria for the selection of patients for hormonal 
therapy, definite dosage schedules, and the dangers inherent in the 
therapy. 

Cortisone and ACTH appear useful in modifying the course of 
certain types of leukemia and the lymphomas. Urethan has been 
used with a measure of success in some leukemias and myelomas. Ni- 
trogen mustard has been of benefit in treating some of the leukemias 
and lymphomas, particularly Hodgkin’s disease. The folic acid an- 
tagonists are in general use against acute leukemia in children. More 
recently, new agents such as the purines and pyrimidines have shown 
promise in the treatment of leukemia patients at the Memorial Cancer 
Center in New York and elsewhere. 

Progress in the control of cancer depends not only upon continued 
advances in research but upon rapid application of the products of 
research to the problem of discovering and treating individual cases. 
The Fe -mpyore of such application through the development of 
case-finding techniques and programs of public and professional edu- 
cation has become in recent years a major and fruitful line of endeavor 
for both Government and voluntary groups. 
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The key to successful medical management of cancer is finding and 
treating the disease early. Thus, the watchwords, for the lay publi 
as well as the medical profession, are “early suspicion, accurate diag 
nosis, and effective treatment.” The two main objectives are: First, 
to find ways to shorten the dangerous time intervals between the onset 
of cancer and diagnosis, and between diagnosis and the start of treat 
ment; and second, to improve the level of cancer diagnosis and 
management. 

About one-fourth of patients with cancer today, receiving proper 
medical care, are being cured. With the methods of treatment now 
at hand, it has been estimated that twice this number could be cured. 
if early diagnosis and prompt adequate treatment could be achieved 
inallcases. Because of the importance of early diagnosis to successful 
treatment of cancer, educational programs in this field give much 
emphasis to the importance of frequent medical examinations with 
reliance upon all available aids to diagnosis. 

There is now no single screening procedure or test which will dis 
cover early cancer of all types. However, tests for cancer of specific 
sites have been devised which are valuable case-finding tools. Per 
haps the most useful of these is the cell examination technique, called 
exfoliative cytology, developed by Dr. George N. Papanicolaou and 
Dr. Herbert F. Traut. It has proved effective as a diagnostic aid in 
cancer of the bladder, lung, and stomach, and especially valuable in 
the detection of uterine cancer, the leading cause of cancer deaths 
among women. It has been demonstrated that this technique can 
indicate the probable existence of uterine cancer, even in the absence 
of the usual signs or symptoms, when the disease is most curable. 
Exfoliative cytology is being used routinely in numerous medical cen- 
ters across the country. The combination of this technique with 
other diagnostic procedures and adequate treatment in all physicians’ 
offices should eventually result in control of this type of cancer, many 
cancer experts believe. 

Of great importance to the control of cancer have been the efforts 
devoted in recent years to the improvement of cancer teaching to 
undergraduate students in medical and dental schools, and to a lesser 
degree, in nursing schools. ‘These efforts have given graduates of these 
professional schools a better understanding of cancer and has better 
equipped them to handle the disease problem. 

As the physician’s index of suspicion of cancer has been raised, it 
has also been necessary to show the lay public the importance of co- 
operating with the medical profession for control of cancer. About 
2 million women have seen the movie, Breast Self-Examination, pro- 
duced by the American Cancer Society and the National Cancer In- 
stitute to lead the attack on breast cancer. In one year, 1952, more 
than 18 million pamphlets describing cancer were distributed, over 
400,000 posters were displayed, nearly 45,000 showings of movies 
were arranged, and a vast number of articles, editorials, and news 
stories were published on cancer in newspapers and magazines. At 
places of work in businesses and industries in Iowa, Michigan, Geor- 
gia, New Hampshire, Alabama, and other areas, more than 5,000 can- 
cer educational programs were conducted for a total audience of nearly 
900,000 people. High school and college programs reached well over 
1,300,000 students, 
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Recent studies show that the effort in health education of the pub- 
lic has been effective. The American Cancer Society has found that 
virtually every study of the trend of the factor of delay for which the 
cancer pé atient is responsible has shown a consistent lowering in the 
element of delay. To put it another way, the public is not only better 
informed about cancer than at any time in history, but more patients 
are being seen with earlier cancer than ever before, with the signifi- 
cant result that more lives are being saved. With progress in re- 
search and therapy, the problem of professional and lay education will 
grow. There will be more to tell, and the dividends from early de- 
tection will be higher. 

Persons who have been treated for cancer are sometimes left with 
handicaps to which adjustment is needed. Efforts by the American 
Cancer Society and other agencies to aid in rehabilitating such per- 
sons have been expanded considerably during the past few years. 
Courses of instruction have been developed for individuals who must 
learn a means of speech after operations for cancer of the larynx 
(voice box). During 1952, new speech clinics of this type were con- 
ducted in Michigan, New York, Indiana, Texas, and Delaware, and 
at Cleveland, Ohio, the first international convention of these groups 
was held, sponsored by the Cleveland Hearing and Speech Center of 
Western Reserve University, the Cleveland Academy of Medicine, the 
Ohio Bureau of Vocational Rehabilitation, and the Cleveland Oto 
laryngological Club. Rehabilitation services, however, have other 
aspects. For example, in Idaho, former cancer patients are heiped 
in finding and keeping jobs. In South Carolina, they are aided in 
learning new trades. 

Evidence from a number of sources supports the validity of the 
great national effort to control cancer. 

In 1937 a study based on all cancer patients admitted to hospitals 
in Vermont yielded the fact that only 20 percent had localized disease 
and were considered candidates for curative treatment. A study in 
the same State 10 years later showed that the percentage of cancer pa- 
tients admitted to Vermont hospitals with localized disease had risen 
to 58, 

Among breast cancer patients seen in the Mayo Clinic between the 
years 1910 and 1919, 63.6 percent were found to have involvement of 
axillary lymph nodes. That is, the cancer had spread from the organ 
of origin to neighboring lymph glands—an unfavorable setting for 
cure. Of the breast cancer patients seen in the same clinic in 1945, 
the proportion with axillary nodal involvement had dropped to 45 
percent. These figures are reflected in the ste: adily rising cure rates 
reported from that clinic. Of all patients with breast cancer operated 
on in the period of 1910-14, 39.7 percent were living 5 years later. Of 
the patients operated on during the period 1940-44, 62.4 percent were 
living 5 years later. This experience has been confirmed by that in 
the Memorial Center for Cancer and Allied Dise: ases, New York. 

An analysis of the cancer death rate among female policyholders of 
the Metropolitan. Life Insurance Co., reported in 1949, showed an 11 
percent decline in the total cancer death rate during the decade 
1938-48. In the age group 55 to 64, where cancer is most frequent, the 
percentage decline was 15.1. 

In the statewide cancer registry of Connecticut, steadily increasing 
survivorship rates were recorded in the interval from 1935 to 1941. 
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Of the males with cancer in the State of Connecticut, who were regis. 
tered in 1935, 18 percent were living 5 years later, while of those 
registered in 1941, 25.7 percent passed the 5-year mark. For male 
and females combined, 5-year a rose from 22.1 percent of 
the group recorded in 1935 to 33.5 percent of those admitted to the 
registry in 1941. 

In general, it may be said that modern procedures have apparently 
increased the rate of cure of cancer from roughly 15 percent to roughly 
50 percent. In the case of cancer of the breast the figures are roughly 
from 40 to 50 percent under the best circumstances. The cure rates 
for cancer of the stomach are substantially better than they were a 
decade ago. For cancer of the womb, substantial improvement has 
also been made within the last 10 years. There are better means for 
bringing about relief to many patients with widely disseminated 

cancer than were available a decade ago. Chemical treatment of 

cancer of the prostate can bring relief to men with advanced condi- 
tions in 80 percent of the cases. In Hodgkin’s disease it is possible to 

alleviate symptoms for months in about 80 percent of the previously 
uncontrolled patients. Relief can be given to a substantial number of 
patients with leukemia, keeping them in comparative health and com- 
fort for weeks and months, sometimes for years. 

The mechanism for realizing the potentials for cancer control has 
been established, and the evidence at hand has demonstrated 
soundness. 


F, PROBLEMS AND NEEDS RELATED TO FUTURE PROGRESS 


Although the record of progress against cancer in a single genera- 
tion is impressive, blanks remain to be filled in and many problems still 
await solution. Not the least of these arise from the very nature of 

cancer itself. Most investigators conclude that it is probably not just 
one disease with which science is contending in the study of cancer, 
but many. Or, if it is one, its manifestations are so man > and so varied 
that each must be treated separately. Thus the search for a universal 
remedy which will be effective against all kinds of cancer must of 
necessity be a difficult one. Nor can a treatment which is successful in 
one kind of cancer always be used for all indiv iduals suffering from 
that kind of cancer. For example, there are 7 or 8 kinds of cancer of 
the breast, each of which presents its own peculiar characteristics. The 
same type of breast cancer differs also in the various stages of growth 
at which it may be found. 

Likewise, there are many factors which seem to have some function 
in the initiation of cancer as well as in its control. Various types of 
‘adiation act upon the genesis of cancer, and all of them possess the 
a characteristic of aiding in its successful treatment. Certain 

emicals have been found to have value for treating cancer, while 


others contribute to its initiation and growth. Apparently there are 
agents intrinsic in the body itself which likewise contribute to the 
origin and growth of neoplasms. Whether these be few or very 
many remains a question. Whether, too, these materials are actual 
agents, or simply trigger mechanisms to set off the cellular process on 
its path of disordered growth is still another peeves waiting final 


solution. Nor can the genetic factor be overlooked. But it is at least 
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yn appreciable measure of progress in knowledge of cancer and its 
management that permits the formulation of these problems at all. 

Research in the field of cancer poses its own problem. This is 
variously stated as the choice between pure and applied research, or 
between prevention and cure. Yet there can be no such choice. Prog- 
ress demands both. However, within the limitation of funds and 
personnel to carry on the work, some selection of specific activities 
often must be made. In cancer, however, the investigator engaged in 
research which might be called pure or basic develops the ideas and 
even the techniques that the worker in the actual application of cancer 
knowledge must use. The case for planned research has its advocates 
and has had its good results. Some of these have been seen in the field 
of testing various chemicals for their cancer-causing properties, and 
various others for possible use in treatment. Most of the great in- 
ventions and even many of the great discoveries in medicine, such as 
the bacterial origin of disease, came through research not directly 
planned to bring them about. So it may be with new cures for cancer. 
Research in the general fields of cell behavior and the processes of 
growth, in the involved structure of protein molecules, in the activities 
of the ductless glands and the functions of their various secretions may 
well disclose, one day, the very solution that has eluded any planned 
and directed search for it. The need to create general understanding 
of this fact is one of the difficulties facing those who are responsible 
for carrying out any program on the nature and control of cancer. 

Perhaps the most important step to be taken for more effective 
control of cancer is to remedy what has been called the gap between 
what we know and what we do. This is really a failure to apply 
snowledge to the control of cancer in the population. In order to 
increase the number of cured cases, the cancers must be found. With- 
out doubt a substantial number of cancer deaths are avoidable. They 
could have been prevented had the cancers been found in time. 

How can this gap be closed? There must be further studies of 
cancer as it is found in the human population. It is necessary to find 
the kinds of people likely to develop cancer. Such factors as race, 
climate, and geography need to be investigated for their possible rela- 
tion to the disease. Then there is the age factor. There is ample 
indication that cancer is a disease of people under 40, and in children 
from 5 to 14 it is the second leading cause of death. What parts 
heritability and general habits play in cancer genesis should be further 
studied. Already much work has been done on the relation of diet to 
cancer. The relation of excessive smoking to lung cancer is presently 
much before the public. 

With the country’s continued industrial growth, and especially 
since some areas have been heavily industrialized, it has been neces- 
sary to consider the possible carcinogenic role of products and by- 
products of industry. For instance, it has been suggested that atmos- 
pheric pollution may contribute to the startling rise, both here and 
abroad, in the incidence of lung cancer, which is more prevalent in 
urban areas. Awareness of such dangers has been present from the 
beginning of work with radioactive materials. To meet the challenge 
of these problems, industrial concerns are constantly engaged in re- 
search to develop preventive measures against them. Lists of thou- 
sands of industrial chemicals which may be potential cancer inciters 





116 HEALTH INQUIRY 


have been compiled. Active work of prevention to exposure has been 
carried out in factories and plants of various kinds. 

Extensive mass screening of the population to find cancer must await 
further development of diagnostic tests. Although there is as yet no 
single test for all kinds of cancer, success with tests for cancer of 
specific sites—such as the cytologic test as applied to cancer of the 
uterine cervix, and to a limited extent to stomach and lung cancer- 
offers encouragement to scientists seeking to develop more complex 
tests of body fluids and metabolism. ‘The small X- ray used to scree; 
for tuberculosis has proved valuable also in finding some lung cancer, 
and several cities plan further use of it, although the expense of large- 
scale use may prove prohibitive. It has been suggested that mass 
screening of men over 45 for lung cancer by this means might be 
practical. 

Problems of another kind have to do with the catastrophic nature 
of the illness as far as its financial impact upon the patient and his 
immediate family is concerned. Memorial Hospital in New York 
City reports that the cost of its 10,000 patients a year is between 
$4 million and $7 million, and that the bill for the alias country 
would be $300 million to $400 million. This not only represents 
financial burden that many individuals simply cannot meet, but means 
« loss of $12 billion annu: ally in man-hours of work that the country 
needs. To meet this problem, several types of insurance have been 
developed, but premiums are high. There are some organizations 
which make money grants to individuals, and public hospitals are 
open to the indigent patient. But this still leaves unsolved the prob 
lem of the salaried worker who must pay for cancer illness, and the 
social and psychological impact upon him and his family in such 
cases. Private groups like the American Cancer Society, public agen- 
cies, and many hospitals are aware of the social and psye hologic al dif 
ficulties involved, and provide help and advice to the patient and his 
family to help in easing the pressure arising from the illness and recoy 
ery period, or the per iod of terminal care. 

Another very real and practical problem is the shortage of scientifi 
personnel both for research into cancer and for its treatment. ‘To 
encourage students to enter the work, both public and private agencies 
have been expending huge sums for grants usually to institutions 
where individuals are carrying on wor k whose promise is such as to 
merit this support. 

It is already evident that these problems arising from the very 
nature of cancer, the obscurity surrounding its causes, the gaps in 
knowledge of its behavior in the human populati ion, can be solved only 
by continued research in the laboratory, in the hospital, and througl: 
eR and statistical studies. Full implementation of such 

\ program depends upon the support of an informed public. Par 
of thi at educational job is the responsibility of the public and private 
agencies engaged in the field of cancer, part of it is the responsibility 
of the medical profession, part the responsibility of the public 
itself. There is ample proof of the last statement. Although millions 
of people have heard of the necessity for frequent physic al examina- 
tion, only a small fraction of the popul: ition takes advantage of that 
knowledge. The considered verdict of medical authorities over the 
world that only two methods of treatment—radiation and surgery— 
can cure cancer, has as yet failed to deter people from spending un- 





been 


Wait 
t no 
r of 
the 
er- 
plex 
ree], 
cer, 
rge- 
Hass 
t be 


ture 

his 
‘ork 
reen 
Ltr) 


ahs 
1tr'y 
ee) 
ons 
are 
‘ob 
the 
uch 
ren- 
lif- 


his 


HEALTH INQUIRY 117 


known amounts of money and endangering what chances of recovery 
they may have by resorting to medical charlatans. 

While knowledge of cancer is sometimes increased with startling 
suddenness, often long periods of apparent barrenness occur. There 
are, however, not merely hopes for progress against the disease, but 
definite indications of the paths along which it may lie. This is not 
tosay that any certain paths are c losed, or that new ones mi 1y not open. 

Education of the general public will have to be depended upon to 
raise the index of awareness of cancer, which will surely result in an 
increasing number of early diagnosed cases, thus increasing the per- 
centage of cures. There is every evidence that more physici ians al- 
ready practicing are seeking new knowledge about the treatment of 
cancer, that medical schools are doing a better job of preparing their 
craduates for practice in cancer, and that active recruitment of scien- 
tific personnel is bringing results. 

In the field of basic research, the subject of heritability demands 
much more study. Controlled experiments with animals have shown 
that susceptibility and resistance to cancer are to some degree herit- 
able. It 1s imperative that the relationship of this fact to cancer 
genesis, together with the relationship of a powerful stimulus to the 
host body, ‘be thoroughly investigated. Investigations which attempt 
to define hereditary influences in terms of physiologic and biochemical 
activity hold much promise in the work on the cause of cancer. 

Recent developments which reawaken interest in the virus theory 
of cancer seem promising. Leukemia has been induced in mice by 
injecting young mice with cell-free filtrate. ‘This means, of course, 
that since there are no cells in the material injected into the mice, 
some viruslike agent, too small to be filtered out by present methods, 
must be responsible for the growth of cancer in the animals. If this 
work can be corroborated by further experiments, it will be exceed- 
ingly important in future investigations in that field. This is work 
of utmost importance, for acute leukemia is one of the dreaded dis- 
eases of childhood, and it also is found to some extent in adults. 

Some of the most complex and difficult studies are the investiga- 
tions into the structure and functions of the proteins. How these 
unbelievably complicated molecules are formed, and what their rela- 
tionship is to growth, are questions fundamental to cancer knowledge. 
Attempts to synthesize these molecules in the laboratory may give 
valuable information as to the way the living body works, and what 
happens when the process is interfered with. 

Scientists have long suspected that a growing tumor produces or 
elaborates some material which affects the body in certain ways. 
When a tumor reaches a certain size, there is evidence of an effect on 
the liver by reason that the activity of a certain enzyme called cata- 
lase is reduced and then increased again when the tumor is removed. 
When a material obtained from the tumor is injected into the host, 
a like change occurs. Further investigation of the material obtained 
from the tumor and of the mechanism of the reduction of activ ity in 
its presence, or in the presence of a tumor, seems to offer the promise 
of greatly increasing knowledge about cancer causation. 

It is well known that nitrogen is an essential element in all tissue. 
It has been found that a growing tumor robs other tissue of this neces- 
sary nitrogen and continues to do so, no matter how much the intake 





118 HEALTH INQUIRY 


of nitrogen is increased by diet. Investigations into nitrogen me- 
tabolism which are now underway should continue, for they can pro 
vide necessary information on the processes involved in the chara 
teristic wasting-away of late-stage cancer patients. 

Some of the most promising research is being done in chemotherapy, 
A drug which is capable of destroying tumor tissue without damage 
to normal tissue would be an ideal treatment for cancer. To find and 
test such drugs, or chemotherapeutic agents, is a formidable task. 
In order that it be done efficiently, clues as to the nature of such drugs 
are being sought. One valuable lead came through the use of sulfa 
drugs, agents which seemed to control bacteria growth by interfering 
with the utilization of some vitamin which was similar in structure to 
the sulfa drug. It was absorbed by the cell as if it had been the 
vitamin, and blocked the usual metabolism of cell growth. This gave 
investigators the hint that if they wanted to find a substance to in- 
hibit a specific metabolic reaction, they should look for it among 
known substances whose metabolic reaction might be similar. This 
is called the antimetabolite theory. 

One successful application of chemotherapy to cancer has been i 
leukemia. This is the treatment with nitrogen mustard. It was 
noted that mustard gas used in wartime cut down the number of white 
blood cells. Since in leukemia there are too many white blood cells 
manufactured at the expense of the red cells, it was thought that the 
use of nitrogen mustard might reduce the white cell count in lev- 
kemia cases. It was tried, and it worked. The search for other 
agents goes on. Chemotherapeutic studies such as this need highly 
trained investigators, and continually improved facilities. 

Another avenue of inquiry is the possible carcinogenic as well as 
curative effects of certain hormones. The relation of the sex hor- 
mones to cancer both in stimulating and retarding growth is rather 
well known. The steroid hormones, as they are called, are manufac- 
tured by the cortex of the adrenal glands. They are a type of hydro- 
carbon, and comparatively simple in structure when compared with 
some of the proteins. They can be synthesized in the laboratory with 
much less work than can other proteins. They belong to the hydro- 
carbon family of chemicals, some of which are known carcinogens 
when found in the environment of the human individual. Up to this 
point, the steroids have not shown demonstrable effects on growth. 
although favorable results have come to patients with prostate and 
lung cancers when the adrenal gland was removed by surgery. This 
field of hormone and general endocrine gland secretions is one in 
which continued study is necessary. The dramatic success of ACTH 
in certain cases of arthritis indicates that other possibilities may re 
side in these hormones. Investigations are now in progress in the 
research hospital at the Argonne Laboratories on the relation of the 
steroids, and the endocrine glands, more especially the adrenals, to 
tumor cell growth. One group is doing this by feeding patients pre- 
cursors of certain hormones which are labeled with tritium, a radio- 
active substance, and watching the synthesis of these hormones by 
means of these labeled radioactive constituents. This promises to 
open up some of the secrets of the relationships between these hormones 
and cancer. Such a study as this is stile because the facilities of 
the Atomic Energy Commission are available to the investigators. 
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The use of radioactive isotopes of various materials is one of the 
most promising methods of studying the behavior of substances in 
the body, of tracing areas of growth other than normal, of locating 
deep tumors. The whole concept is new. Already dramatic suc- 
cesses have been scored in the location and defining of brain tumors, 
the treatment of thyroid growths, and so on. With the coming of 
the peaceful uses of atomic energy on a large scale, the use of radio- 
active isotopes to unraval more of the mysteries of metabolism can 
be greatly increased. But the atomic scientists themselves warn that 
it will be an expensive process, and that it will require the most highly 
trained operators white hot with complicated and sensitive facilities. 

The rapidity with which high-voltage radiation has developed as a 
means of therapy makes it almost presumptuous to prophecy what 
is ahead in that field. Even now, machines capable of generating mil- 
lions of volts of controlled radiation are in use, such as a synchrocy- 
clatron capable of producing a 450-million volt beam of protons, the 
positive, heavy electron. This beam can be directed into tumor tissue, 
concentrating its great power on a given area, thereby avoiding in- 
jury to surrounding normal tissue which has been the chief hazard 
heretofore in radiation therapy. Further development of rotational 
radiation, that is, moving either patient or machine so that the beam 
attacks the maligant tissue fom different angles, is certain. In this 
realm of supervoltage radiation the possibilities are limited apparently 
only by the cost of the devices necessary and the trained operators to 
use them. Additional training for personnel in this highly special- 
ized field is certain to be needed. 

There seems to be great promise, too, in the use of combined thera- 
pies for cancer. Already the radioactive isotopes are aiding in basic 
research on the structure and function of the cell and its components. 
They have been combined with surgery to delimit the voundnatit of 
tumors such as those in the brain, and to locate deep tumors. Radia- 
tion and surgery, too, are a potent combination. In palliative care, 
many uses can be envisioned for combined therapies which will render 
terminal stage care more endurable. 

Many studies are being carried on to discover new types of tests 
for cancer. Further extensions of the application of the knowledge 
of exfoliative cytology are unquestionably indicated. Several serolog- 
ical tests are undergoing investigation. Some of the studies, such 
as that dealing with the activity of liver catalase, may have test possi- 
bilities, as may others dealing with the use of proteins by the body. 
Just as combined therapies are found useful, so batteries of tests may 
be worked out, each test perhaps valuable for finding possible cancer 
of one site or one type; when all are used they may be widely inclusive. 

None of these things is merely possible. All are in the realm of 
probability ; some have been developed to the point of limited use. 
Time, money, and trained personnel—not necessarily greater numbers, 
but more highly qualified personnel—will be necessary for full de- 
velopment of these opportunities. One obstacle in the race of science 
against cancer is, of course, these costs. It is hardly necessary to point 
out that rising costs hamper all phases of this work, from education 
of personnel to cost of care of patients. It is a genuine problem which 
must be met somehow if the progress already made is to be held. 
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As expressed by Dr. Paul Steiner in his presidential address before 
the annual meeting of the American Association of Cancer Researe| 
in 1952: 

Progress in the past has been slow in human cancer, as in tuberculosis an 
some other diseases, but it has been steady. Decade by decade things get bette. 
Progress has consisted of eroding away a few percent from the mortality of on 
kind of tumor this year, and a few percent of another type at a later time. Th 
sums of these small victories adds up to the impressive figures totaled for som 
cancers. Progress of this type can be expected to continue. * * * To the initiate, 
progress in the terms of a few percent is apparent; to others it is not. We ar 
fighting for the small percentages in each type of cancer and are grateful fo; 
the sum of numerous small conquests. 
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CHAPTER VI 
MENTAL ILLNESS 


A. SUMMARY 


There is probably no more serious problem in the health field today 
than that of the mental illnesses. Much more has to be learned about 
the causes, diagnosis, and treatment of mental disease. Services for 
those who are already ill must be improved and expanded, preventive 
and control work must be increased. To accomplish these goals, we 
need more research, both laboratory and clinical, more people to 
carry on the research, and more facilities in whic h research will be 
encouraged and expedited. More trained professional people are 
required to treat and rehabilitate the mentally ill, and to conduct 
preventive and control work. 

Specifically, the treatment and rehabilitation services in the mental 
hospitals need to be improved, research needs to be developed as part 
of the continuing responsibility of mental hospitals and other State 
and local institutions. As yet, very little is known about the cause, 
treatment, or prevention of the mental deficiencies; however, there 
are indications that much can be done toward fitting the mentally 
subnormal for socially useful life. 

Community mental health programs (including clinic services, con- 
sultation facilities, and public education) with built-in evaluation 
procedures need to be developed. More effective techniques for 
carrying on these programs need to be investigated in field studies, 
and the application of new and improved methods speeded by means 
of demonstrations of mental health services. More and more pro- 
fessional people need training in consultative skills required to deal 
with community problems, and there needs to be more widespread 
application of psychiatric principles in school and industrial health 
programs, in the work of courts and other social institutions. 

More studies are needed on the biological aspects of mental disease, 
the causes of the various mental disorders, and the prevalence and 
incidence of mental illness, with special reference to treatment of the 
mentally ill outside of hospitals and clinics. The earlier that treat- 
ment for mental illness can be instituted, the more hopeful the prog- 
nosis. More rapid and accurate diagnostic techniques, especially for 
early screening and detection of mental and emotional disturbances, 
must be developed. Currently known methods of treatment need to 
be evaluated and refined, and methods devised for determining when 
these treatments will be effective and when they will not. Controlled 
studies are needed to test the effectiveness of intensive treatment units 
in the receiving services of mental hospitals. There is need to search 
for and find more effective methods of treatment and to develop more 
effective and widespread programs for the rehabilitation of the 
mentally ill. More information about what happens to mental 
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patients after they are discharged from the hospital must be gathere) 
through followup studies of former patients and patients in ex. 
tramural care. And techniques must be — and perfected 7 
assuring that as new knowledge is acquired, it is transmitted ; 
rapidly and effectively as possible to the aiaiine al personnel and 
the service facilities where it will be put to use. 

There is much that must be done and learned in order to wage an 
all-out campaign against mental illness. But there is much that we 
ulready know and can do, given the funds, the people, and the facil 
ities to do them with. The impetus provided by the Federal ments! 
health program, the accomplishments of the professional societies iy 
fartheiiie knoeledes and improving treatment, and the yeoman work 
of the voluntary and lay organizations have done much to speed us 
on our way. With greater public recognition of the importance of 
this vitally important health field, and with concerted efforts toward 
furthering research, training of professional personnel, and mental 
health services, the future should be promising. The stakes—both in 
terms of money and man—are too great for our Nation not to exert 
every possible effort and explore every possible avenue. The conquest 
of mental illness and the promotion of positive, mentally healthy, 
constructive human relations hold out for us the promise of a ney 
frontier. 

B. WHAT IS MENTAL ILLNESS? 


Mental illness is not a single disease. It encompasses a broad spec- 
trum of disorders which range all the way from the psychoses—or 
insanities, as they are commonly known—to those personality mal- 
adjustments which manifest themselves in socially destructive be- 


havior. Included in this broad problem area are the psychoneuroses, 
those troubling states which incapacitate the person for normal living: 
the mental deficiencies, which cripple the individual’s effectiveness: 
and the psychosomatic medical disorders, whose effects magnify the 
suffering attendant upon so much of physical illness. All of these 
disorders result from varying degrees of disturbance in either bodily 
structure or function, in psychological or social adjustment, or in the 
interpersonal relationships of human beings. 


The psychoses 

The most serious mental disorders are the psychoses, which may be 

acute or chronic illnesses, requiring hospitalization ‘and treatment 
ranging from a few months to a lifetime of care in some cases. Some 
of these illnesses are the result of organic brain damage caused by 
accident, epileptic seizures, infectious diseases such as encephalitis and 
advanced cases of syphilis, or aging and degeneration of the central 
nervous system. The senile dementias—psychoses of older persons 
whose brains have been irreversibly damaged by cerebral arterio- 
sclerosis and other conditions that come with advancing age—are in 
this category. 

Schizophrenia forms the hard core of chronic mental illnesses. It 
is a disease which takes its greatest toll among young people and with- 
draws them from normal ‘life frequently for’ long” periods of years. 

The other major psychoses include involutional melancholia, an ill- 
ness which afflicts many women and some men in their middle years; 
the manic-depressive psychoses; and the paranoid states, in which 
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delusional fears predominate. Serious and disabling personality dis- 
turbances characterize all the psychoses. 


The psychoneuroses 


Psychoneuroses—the milder forms of mental illness—do not ordi- 
narily require hospitalization, but they may be severe enough to pre- 
vent the individual from holding a job and fulfilling the normal 
requirements of family life. In less severe cases, the individual’s 
inability to make a satisfactory adjustment may be manifested severely 
only in periods of crisis when new situations or responsibilities arise— 
taking on a new job, becoming a parent, entering college, adj usting to 
a physical disability. The unhappiness the psychoneurotic suffers, 
and the misery he frequently inflicts on the people with whom he lives 
and works, is no less real because this disorder appears to have no 
physical cause. The psychoneuroses seem to have their roots in cul- 
tural, social, and economic factors, such as disturbed family situations 
in childhood, and conflicts between individual needs and community 
demands. 

Mental deficiencies 

The mentally deficient group is characterized not so much by “ne 
or troublesome behavior as by simple behavior. ‘They are the people 
who, because of intellectual deficit, are, generally speaking, unable to 
keep up with the rest of us, At one end of the scale are those whose 
handicap is so great that institutionalization is required; at the other 
end are individuals who can hold jobs, manage their own affairs, and 
lead socially useful lives. All along the range between these two 
extremes are the mentally deficient who have varying levels of poten- 
tial ability that can be developed with proper training. 


Some of the mental deficiencies are a result of injury to the brain 
during birth or some later accident. Some children are born deficient 
because the mother contracted German measles during the early period 
of pregnancy, or because there are blood incompatibilities between 
mother and child. For many types of mental deficiency, however, the 
cause is not yet known, although biochemical and metabolic studies 
seem to hold promise of providing some of the answers. 


Personality disorders 

Mental illness also encompasses those personality defects which re- 
sult in social maladjustment evidenced by alcoholism and drug ad- 
diction, psychopathic criminal behavior, juvenile delinquency, failures 
in school and on the job, and chronic irresponsibility. On a less serious 
level, personality disorders evidence themselves in marital malad- 
justment, proneness to accident in the home, on the highway and in 
the factory, and generally difficult behavior which complicates ordi- 
nary human relations and results in needless suffering and ineffectual 
behavior. 


Psychosomatic illness 

In recent years it has been learned that emotional stress in certain 
types of people will produce distress in certain organs or groups of 
organs. Biase people, for example, who are under great tension and 
keep the trouble to themselves may get ulcers. 

Dr. George S. Stevenson of the National Association for Mental 
Health estimates that about 40 percent of the patients in general hos- 
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pitals have conditions complicated by unfortunate life experience 
and inadequate handling of personal problems. In any bodily illness 
psychological factors such as the patient’s attitude toward his illnes 
and worry about his family have a major effect on recovery. The 1. 
habilitation of persons with severe physical handicaps often hinges 
upon their mental attitudes. 


Cc. THE HUMAN AND ECONOMIC BURDEN OF MENTAL ILLNESS 


Number of people affected 


In terms of social destructiveness of self, family, and community, — 


mental] illness has no peer. Though it is not a major cause of death, 
the outlook for the victims is too often a lifetime of unhappy hospi- 
talization. 

Mental hospital data—The number of mentally ill patients in the 
United States exceeds the number of patients suffering from any 
other type of serious illness. More than 50 percent of all hospital 
beds in this country are occupied by the mentally ill. Of the averag 
daily patient load of 1,300,000 in all United States hospitals in 1951, 
54 percent, or some 700,000 were mental patients. At the end of 195 
there were 577,000 resident patients, or 3.8 per 1,000 population in all 
long-term mental hospitals. This number has increased from 150,000, 
or 1.9 per 1,000 population, since 1903, the first year for which com- 
parable data are available. Although our population has increased 
14 percent since 1939, the number of patients in mental hospitals has 
increased by 17 percent. 

Schizophrenia, or dementia praecox, constitutes one of the largest 
groups of hospitalized patients. “There are over 100,000 people ad- 
mitted for the first time to State mental hospitals in a year, of which 
about 25,000 have schizophrenia,” stated Dr. Francis J. Braceland, 
psychiatrist in chief of the Hartford, Conn., Institute of Living. 

Senile and arteriosclerotic patients—those suffering from what are 
called the mental diseases of the senium—now constitute about 27 per- 
cent of all first admissions to mental hospitals. The number of mental 
patients 60 years of age and over has increased by 58 percent since 
1939, although the general population increase in this age group since 
1939 has only been 25 percent. 

These figures, however, do not give the total picture of mental ill- 
ness. There are at least 153 general hospitals with facilities for diag- 
nosis and treatment of psychiatric disorders. In addition, we do not 
know, although we suspect the number is indeed large, how many peo- 
ple suffering from mental illness never reach a hospital—because of 
the lack of available bed space, because of ignorance about the need 
for or prejudice against hospitalization, or because of inadequate 
diagnostic facilities. 

Mentally deficient—Between 1 and 2 percent of the population— 
in excess of 2 million people—are mentally subnormal. At the end 
of 1950 there were 134,123 resident patients, or 89.3 per 100,000 popu- 
lation, in institutions for mental defectives and epileptics. This 
represents an increase of more than 10 percent from the rate of 78.8 
in 1941. 

Selective Service and Armed Forces data—Of the 4.8 million draft 
rejections during World War II, 18 percent—1 in every 5—was for 
mental ill health. A study of a selected sample of registrants between 


an ae (be ls 0 ee ee Oe 


—— ae ae 





eNCes 


ness, 
Inegs 
e Te- 
inges 


HEALTH INQUIRY 


the ages of 18 and 44 who were examined during 1940-43 revealed 
that mental illness was the sixth most common defect. The prev- 
alence rate of mental illness in this group was 55.8 per 1,000. 

Forty-three percent of the 1 million disability discharges from the 
Armed Forces during World War II were for neuropsychiatric 
reasons. The next largest cause for discharge was under 12 percent. 

Others affected—The results of two intensive mental-health sur- 
veys—one in Baltimore, Md., and the other in Williamson County, 
Tenn.—indicate that at least 6 percent of the total population suffer 
from a serious mental disorder. This is a total of 9 million people. 
Mr. Charles Schlaifer, cochairman of the National Mental Frealth 
Committee, cited studies which estimate that 1 in every 12 children 
born in the United States today is destined to spend at least a part of 
his life in a mental hospital. . 

Conservative estimates indicate that approximately 50 percent of 
all patients treated by general practitioners have psychiatric compli- 
cations. In addition, Dr. Sanford, executive secretary of the Ameri- 
can Psychological Association, has stated that the number of people 
whose lives are crippled by personality disorders is perhaps 20 to 
50 times larger than the half-million hospitalized mental patients. 


A nation’s burden 


The financial burden of serious mental illness is in most cases too 
great for any one individual or oe When a patient enters a 
mental hospital, the financial burden falls on all of the taxpayers. 


Ninety-six percent of all hospitalized mental patients are in tax-sup- 
ported hospitals. . ; 
The direct cost of caring for the mentally ill in public hospitals and 


for pensions to afflicted veterans is more than $1 billion each year. 
Approximately 40 percent of the Federal budget for health care is 
for mental health, and in many States up to one-third of the total 
operating budget goes for care of the mentally ill. This cost is in- 
creasing at the rate of $100 million each year and there is no end in 
sight. Dr. Robert H. Felix, Director of the National Institute of 
Mental Health, pointed up these mounting costs graphically when he 
stated, “If the present birthrate remains constant, if the number of 
mentally ill who are hospitalized remains constant, and if the cost 
for hospitalizing the mentally ill remains constant, each year’s crop of 
new babies will, because of the percentage of them who will go to 
mental hospitals, cost the taxpayers—this 1s just the taxpayer and not 
any private foundation—$800 million before they die.” 

The indirect costs of mental illness are many times greater. Loss 
of earnings while the patient is hospitalized, loss of taxes on these 
earnings, loss of production, social-welfare payments, and cost of 
caring for children of mentally ill parents swell the cost to several 
billion dollars a year. 

Loss in productivity.—A study conducted by Dr. Benjamin Malz- 
berg, director of the bureau of statistics, New York State Department 
of Mental Hygiene, showed that the average loss in productive man- 
years of labor is 8.3 for each person mentally ill enough to require 
hospitalization. Based on conservative estimates, this amounts to a 
loss of $10,000 in productivity per case, or well over 5 billions for 
those currently hospitalized. 
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Public assistance payments.—Eleven percent of the 93,000 persons 
receiving aid to the permanently and totally disabled during 195) 
were mentally ill or mentally deficient. Based on this proportion 
and an increased caseload of 173,000 in 1953, current payments for 
public assistance to the mentally ill who do not require hospitalization 
amount to about $880,000 per month. 

Of all recipients of sian assistance, about 2 percent—some 
50,000—require considerable care because of their mental condition, 

Loss to the Armed Forces.—Draft and Armed Forces statistics 
during World War II show that more than 214 million men were lost 
to the Nation’s armed strength because of mental and emotional 
illness and defect—enough men for 177 Army infantry divisions. 

Deaths—Though mental illness is not a killer, it must be held 
responsible for the majority of the 17,000 suicides that take place in 
our country each year. Homicides and murders committed by the 
mentally deranged increase the death toll that must be charged against 
mental illness. 

Other costs of care-—The foregoing figures do not include the time 
and manpower involved in the thousands of psychiatrists, clinical 
psychologists, psychiatric nurses, psychiatric social workers, and 
public-health mental-health personnel engaged in the treatment and 
care of the mentally and emotionally ill in hospitals, clinics, and 
private practice. They do not include the time and money spent by 
private physicians and by the staffs in general hospitals in the treat- 
ment of psychosomatic disorders, such as certain types of ulcers, 
arthritis, and heart disease. 

No total picture of the burden of mental illness can be accurate 
unless one adds the time and services of the courts and our penal sys- 


tem in dealing with the psychopathic personalities who are respon- 
sible for a sizable proportion of crime and delinquency. The losses 
suffered by society in dealing with the effects of drug addiction, 
chronic alcoholism, and emotional disorders which result in divorces 
and broken homes are literally incalculable—both in terms of money 
and wasted manpower. To these must be added the loss represented 
by the services of health personnel, school people, welfare workers, 
i 


rehabilitation workers, and countless other public functionaries who 
must cope with the results of emotional disorders. Industry, too, 
suffers grave losses from the chronic absentee, the chronic alcoholic, 
the accident-prone individual, the “troublemaker” who disrupts nor- 
mal production—all of these people whose difficulties are directly 
traceable to mental and emotional disorders. 


The burden on the individual 


Because mental illness is a long-term disease and because the cost of 
adequate care is high, few individuals have the resources to pay for 
prolonged treatment. Short-term care in general hospitals is as costly 
as care for any other illness. Private psychiatric treatment is expen- 
sive, since the psychiatrist can see only one person in an hour’s time. 
For all of these reasons, virtual family bankruptcy is an inevitable 
concomitant of mental illness. In addition, the very conservative 
estimate of $10,000 loss in earning capacity per case, as cited above, 
means further depletion of family resources. Financial worries make 
inroads into the mental health of the patient’s relatives, and create 
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added burdens of worry which interfere with the patient’s chances 


| of recovery. 


“Health insurance programs as they exist today,” Dr. S. Bernard 
Wortis, who served as chairman of the panel of participants at the 
hearings, stated, “do not cover the cost of mental illness. No one of 
them does.” The burden therefore falls on the family, the community, 
and the country at large. 

In mental illness, medical indigence is not a matter of money alone. 
For most of the geographical area of our country, lack of enough 
trained psychiatric personnel and shortages of hospital beds and 
clinic services mean that thousands of citizens—no matter how much 
money they have in the bank—are deprived of desperately needed 


treatment and care. 
D. THE NATIONAL ATTACK ON MENTAL ILLNESS 


Current knowledge about the mental illnesses indicates that when 
the causes are discovered, they will be found to consist of many com- 
ponents—physiological, biochemical, psychological, socioenvironmen- 
tal, ete. For this reason the efforts of a wide variety of research and 
professional personnel are being utilized in the attack on mental ill- 
ness. In modern hospital care, there is no dividing line between what 
basic physical sciences, clinical services, and the social sciences can 
contribute. AJl disciplines must be involved to provide the skills re- 
quired for diagnosis, treatment, cure, rehabilitation, education, and 
prevention. 

The facilities and resources of government—Federal, State, and 
local; of professional societies of psychiatrists, psychologists, nurses, 
social workers, and others whose interests bear a relation to the field 
of mental health; and of voluntary citizens’ organizations are being 
mobilized to assist in the study, treatment, and cure of mental illnesses. 

Efforts have been channeled into four major categories: 

1. Research into the causes and more effective treatment of mental 
illnesses. About $6 million a year is spent on research. Of this, ap- 
proximately $4 million comes from the Federal Government, half a 
million from private sources and foundations, and $114 million from 
State sources. 

2. Training of additional psychiatric manpower to provide more 
adequate treatment in hospitals, outpatient clinics, other community 
agencies, and private practice. 

3. Expansion of community facilities for diagnosis and early treat- 
ment of mental and emotional disorders. 

4. Psychiatric orientation of professional people and public func- 
tionaries so that they can detect and deal with early signs of emotional 
disorders in the people with whom they come in contact. Closely allied 
to this effort is a broad program of public education designed to alert 
all our citizens to the problems of mental and déhotecral Sina, and 
to indicate the need for early treatment and the resources available 
for such treatment. 


The role of the citizens’ organizations 


National Association for Mental Health—This is a national citi- 
zens’ organization concerned with improvement in the care of the 
mentally ill and deficient, in the prevention of mental disorders, and 
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in the advancement of mental health. Founded in 1909, the Na. 
tional Association for Mental Health has affiliated with it 29 State 
and more than 200 local mental health associations, and it is a mem- 
ber of the World Federation for Mental Health. For the past 18 
years it has supported extensive research on schizophrenia, and it has 
also devoted research funds to the study of psychosomatic disorders, 
The association engages in widespread public education work. It is 
currently laying the foundation for a national fund- -raising campaign 
which it is hoped will overcome the handicap of inadequate financing 
which has always hampered its activities. 

Other organizations.—The many State and local mental health so- 
cieties are doing notable work in the field of public education and in 
providing supportive services that enable the mental hospitals and 
clinies = do a more effective job. 

The National Mental Health Committee is an educational group 
of citizens and psychiatrists whose aim is to promote research and 
training in the field of mental health. Its membership includes many 
State governors and prominent individuals from public life and in- 
dustry : and commerce. 

The role of the professionai societies 

American Psychiatric Association—The leading organization in 
its field, the American Psychiatrie Association is comprised of 7,700 
psychiatrists, more than half of whom are diplomates of the American 
Board of Psychiatry and Neurology. It is a nonprofit scientific and 
educational association, deriving its funds from dues and special proj- 
ect grants from foundations and Government agencies. Its objectives 
are to further studies of the nature, cause, tre: atment, ‘and prevention 
of mental disorders; to improve standards for the care and treatment 
of the mentally ill; to further psychiatric education and research; 
to make psy chiatric know ledge useful to other branches of medicine, 
to other sciences, and to public welfare. The association publishes 
the American Journal of Psychiatry and numerous books ae reports. 
It is responsible for inspecting and rating mental hospitals in the 
United States and Canada, and operates the Mental Hospital Serv- 
ice—a clearinghouse for technical information for the hospitals. For 
the past 12 years, the association has been responsible for accrediting 
and rating all schools of nursing in mental ey als in the United 
States and Canada. It is currently undertaking a study of mental 
hospital architecture and equipment. 

American Psychological Association.—This is a scientific and pro- 
fessional organization whose purpose is to advance psychology as a 
science, a profession, and a means of promoting human w elfare. The 
American Psychological Association publishes 10 scientific journals 
which are financed “through subscriptions. Its other activities are 
financed by dues from more than 12,000 members, 60 percent of whom 
possess the Ph. D. degree in psychology. The remaining 40 percent 
have the M. A. degree ¢ or its equivalent. 

Almost half of the membership are clinical psychologists, the psy- 
chologists who are most directly concerned with mental illness. 
About half of these are connected with colleges and universities, and 
the remainder are engaged in research or service in nonacademic 
settings. The principal contribution of the psychologist in the field 
of mental illness is in research. 
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Other professional societies —The Association for Research in 
Nervous and Mental Diseases includes neurologists, psychiatrists, and 
basic research scientists whose interests are primarily in the field 
of research. 

The American Orthopsychiatric Association is composed of repre- 
sentatives of all the psychiatric disciplines whose major interests are 
in the field of clinical services and preventive work. 

The American Association of Psychiatric Social Workers, the 
American Nurses’ Association, the mental health sections of the Coun- 
cil of State Governments, the American Medical Association and the 
State and Territorial Health Officers Association, and the American 
Public Health Association are all vitally interested in dealing with 
the problems of mental illness and, within the sphere of their activi- 
ties, in promoting mental health. 

Psychiatrists in private practice 

Up until 25 years ago, there were almost no psychiatrists in pri- 
vate practice. A recent study showed that there are now 4,000 in 
private practice, but that almost 3,000 are in cities of over 100,000 
population. The shortage is due both to lack of training facilities 
and to the long and expensive training involved—3 years of special 
training in addition to the 9 years of college, medical school, and 
internship. ‘Traineeships in psychiatry under the National Mental 
Health Act have helped to increase the number of physicians entering 
this field during the past 6 years. It has been estimated that psychi- 
atrists in private practice treat about 800,000 patients each year for 
mental disorders of all types. Some combine their office practice with 
hospital practice, service to industry, schools, and courts, and teach- 


ing positions in medical schools. Improvements in the teaching of 
psychiatry to medical students in the past 10 years have prepared 
the physician who is not a specialist in psychiatry to treat more ade- 
quately patients with less severe mental disorders. 


The role of the States and local communities 


Since 1773, the States have assumed responsibility for the care of 
the mentally ill who require hospitalization. This medical care pro- 
gram alone now costs the States more than $500 million a year. But 
it has been only within the past 10 years that all States have developed 
departments for the promotion of mental health and the prevention 
of mental illness. Administrative responsibility for this function is 
vested in the department of health in 32 States, in the department of 
welfare or other agencies in 12 States, and in a separate department 
of mental hygiene in 9 States. As yet, only 19 States have a full-time 
staff with one or more representatives of each of the psychiatric 
disciplines. 

In its role of consultation and leadership, the State mental health 
staffs provide inservice training and set standards for professional 
personne]. They assist local communities in the development of men- 
tal health programs, conduct public education activities, and provide 
psychiatric orientation for teachers, general physicians, and other pro- 
fessional personnel who have contact with large numbers of people 
in their daily work. 

Besides programs in schools and community projects in such special 
areas as alcoholism, drug addiction, mental deficiency, and aging, over 
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1,000 mental health clinics are in operation. Some of these loca) 
clinics are separate facilities and some are affiliated with medica) 
schools, hospitals, courts, or schools. Their functions include (q) 
outpatient diagnosis and treatment, (6) consultation to physicians and 
local agencies such as courts and schools, (¢) mental health education, 
(d) training for mental health personnel, and (e) clinical research, 
Clinics are supported by private sources such as Oommunity Chest 0; 
by local, State, or Federal public funds. Patients treated in the 
clinics are those whose illness does not require hospitalization, those 
who would require hospitalization if the clinic services were not avail- 
able, and those who have been discharged from mental hospitals, 
Some clinics treat only children or adults, or only veterans, or other 
special groups. Many States have set up separate clinic facilities for 
alcoholics, and 40 States and the District of Columbia operate pro- 
grams of public education, treatment, and rehabilitation in the field 
of alcoholism. 

Other activities of State mental health agencies include studies to 
identify the mental health needs in the particular State and to evalu 
ate the effectiveness of programs in operation. 

The role of the Federal Government 

The National Institute of Mental Health, Public Health Service, 
Department of Health, Education, and Welfare, under authority 
granted by Congress in the National Mental Health Act of 1946, acts 
as a coordinating and research stimulating center to speed acquisition 
of new knowledge and to expedite more effective application of exist- 
ing knowledge through the country. It engages in laboratory and 
clinical research, assists in developing preventive and treatment pro- 
grams, and administers grant programs which support research in 
mental illness, training of psychiatric personnel, and establishment 
and expansion of community mental health services. 

Research.—Based on the thesis that progress in the diagnosis and 
treatment of nervous and mental diseases rests firmly on basic under. 
standing of the nervous system through the biological and behavioral 
sciences, the research conducted by the National Institute of Mental 
Health attempts to encompass all of the relevant disciplines. 

Funds appropriated by Congress support grants for research which 
are awaition by the Surgeon General of the Public Health Service 
upon recommendation of the National Advisory Mental Health Coun- 
cil, composed of 12 nongovernment leaders in medicine, the funda 
mental sciences, and public affairs. The 203 projects supported in 
the 6 years since grants were first awarded under the National Mental 
Health Act have utilized psychological, social science, biological, 
chemical, pharmacological, psychiatric treatment, and interdiscipli- 
nary research methods in the search for more knowledge about the 
‘auses and treatment of mental disorders. 

In addition, postdoctoral research fellowships in psychiatry, neu- 
rology, neurophysiology, biochemistry, and the social sciences have 
been awarded to 183 scientists to enable them to receive training in re- 
search techniques. 

Epidemiological and biometric research—The Institute assists the 
States in the collection and compilation of accurate, adequate, and con- 
sistent statistical data on mental disorders—an essential but as yet 
unrealized objective. 
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Epidemiological studies conducted by the Institute are attempting 
to pinpoint the differences, in terms of background, life experience, 
between the mentally ill and normal individuals, and to explore the 
factors in family relationships which are most conducive to the re- 
habilitation of hospitalized mental patients. 

Increasing the reservoir of psychiatric manpower.—Grants admin- 
istered by the Institute are expanding and improving the psychiatric 
training programs at universities, hospitals, and other training cen- 
ters. 15,000 of the 27,000 undergraduate medical students during 
fiscal year 1952-53 were able to obtain training in the basic principles 
of psychiatry through these grants. Similarly, from 25 to 80 per- 
cent of the individuals taking graduate training in psychiatry, clini- 
cal psychology, psychiatric nursing, psychiatric social work, and pub- 
lic health mental health benefited in improved training, from these 
erants. Individual traineeships are also made available to graduate 
students in these professions, so that qualified personnel, who might 
not otherwise be able, can be trained to work in the mental health 
field. 

Community services —The Institute staff and consultants in the 
departmental regional offices provide the States with technical as- 
sistance in the development of statewide and local mental health 
programs, 

Under the National Mental Health Act, grants are made to the 
States on a matching basis for the development of mental health serv- 
ices outside of hospitals and institutions. 

New horizons.—The Institute has begun exploratory studies to de- 
velop mental health programs in such important areas as mental de- 
ficiency, juvenile delinquency, and rehabilitation of the mentally ill, 
which hitherto have been neglected because of insufficient knowledge 


about techniques and procedures, or lack of understanding of the sig- 
nificant mental health implications of those fields. 


E. PROGRESS AGAINST MENTAL ILLNESS 
Research 

Though mental disease is probably the most complicated and ob- 
scure problem faced by eudieal science today, appreciable strides 
have been made as a result of fundamental and clinical research. 
With the discovery that paresis, an organic brain disease, is caused by 
syphilis, it was possible to institute control measures. Today, with 
improved methods of prevention and cure, the number of paretics has 
been reduced to a bare minimum. Similarly, pellagra, an illness 
which formerly accounted for about 10 percent of the hospitalized 
mental patients in some Southern States, has come under control since 
it was discovered to be due to a nutritional deficiency. Today there 
are very few cases of pellagra, and these can be treated simply and 
effectively. 

Development of the electroencephalograph to record electrical 
activity of the brain has improved the diagnosis of many epilepsies. 
New drugs, new surgical techniques, and new psychotherapeutic meth- 
ods are proving successful in the treatment of these disorders. 

Although mental deficiency has proved resistant to medical re- 
search, some forms can be prevented. We have learned, for exam- 
ple, that mothers must not be exposed to German measles during the 
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first 3 months of pregnancy. And by total transfusions of the ney. 
born we can prevent mental deficiencies due to incompatible RH fac. 
tors in the blood of mother and child. 

Considerable advances have been made in our knowledge of the 
serious mental illnesses of senility, the category that accounts for 
27 percent of first admissions to State hospitals. Here we have learned 
that loss of status and of real meaning in life is as significant a factor 
as arteriosclerotic changes caused by deficient blood circulation to 
the brain. Recent years have seen the rapid development of psycho- 
somatic medicine. We have discovered that many illnesses of child. 
hood and adult life, hitherto obscure, are caused or largely influenced 
by emotional factors, and thus have been enabled to treat them more 
effectively. The use of shock therapies had made it possible to cure 
the bulk of patients with involutional psychoses in less than a year, 

Despite these advances, the cause and effective treatment of most 
of the mental illnesses and behavior disorders are still the subject 
of vigorous investigation on a broad front of laboratory and clinical 
research. 

Biological studies.—Research is being conducted which will pro- 
vide better understanding of the nervous system and the nature of 
mental illness. Through the use of infrared, ultraviolet, X-ray, and 
electron rar we are learning more about the structure of the 
nervous system. Newly devised techniques are being used to measure 
the circulation and metabolism of the living brain in health and 
disease. These techniques have yielded information on the senile 
psychoses, on the effects of various organic brain diseases, and on the 
usefulness of a number of drugs and surgical procedures designed to 
correct these conditions. 

Refined techniques are making it possible to study the electrical 
activity of single cells in the brain and spinal cord, and to chart the 
patterns of electrical activity over the surface of the brain. We are 
thus gaining valuable information about the functions of the brain 
which are bound up with the basis of normal and abnormal thinking. 

In the field of schizophrenia, the costliest of all illnesses, it has 
been discovered that the cause is not due to deficient circulation of 
blood and oxygen to the brain. New drugs which produce symptoms 
in normal persons similar to those exhibited by schizophrenics are 
being used to investigate the biochemical and physiological nature 
of schizophrenia. Recent studies have shown important relation- 
ships between the endocrine system—especially the adrenal glands— 
yes schizophrenia, a significant contribution to the diagnosis and 
treatment of that disease. 

Social and cultural factors in mental illness.—It is not yet known 
whether the stresses and tensions of everyday life are the cause of 
mental illness or merely precipitating factors. There are wide diver- 
gencies in types of mental illness found in populations with different 
ways of life, but no society is free of menta ifinesa, especially schizo- 
phrenia. In our country, studies have shown that schizophrenia 
requiring hospitalization is much commoner among lower income than 
higher income groups, and that patients from lower income groups 
are more likely to experience prolonged hospital care. A series of 
epidemiologica! studies is now under way to discover whether schizo- 
phrenics are produced by the social setting characteristic of lower 
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jncome groups, or whether they drift into these settings because of 
inadequacies produced by personality disorders. , : 

Other studies are aimed at (a) Improvement of public education 
programs which will motivate more people in need to seek early 
treatment for mental and emotional disorders; (2) Improvement of 
treatment procedures and patient-staff relations in mental hospitals 
designed to speed recovery and rehabilitation of mental patients; and 
(ec) Discovery of the significant social factors which lead to juvenile 
drug addiction. 

Psychological studies.—Many studies have shown that psychological 
factors, particularly damaging emotional experiences in early child- 
hood, are of extreme significance in the cause of mental illness, Re- 
search on various phases of child development have helped determine 
the types of mental illness which first manifest themselves in abnormal 
child behavior. A great deal has been learned about the disturbed 
relationships which contribute to or cause this abnormal behavior. 

Recent animal experimental studies have demonstrated the effects 
of anxiety on learning, and of the great distortions in perception 
caused by prolonged frustration and conflict of motives. We are be- 
ginning to understand how life experience affects physiological 
processes and the body’s biochemistry, and how these in turn further 
affect behavior. 

Psychotherapy is the most widely used therapy in the treatment of 
mental illness and emotional disorders. It is almost the exclusive 
treatment for the neuroses and the emotional maladjustments of 
children, and has proved successful with many schizophrenics. 
Studies are being conducted to evaluate the reasons for its effective- 
ness, and to determine its usefulness in other types of illness. Group 


psychotherapy, in which 5 or 10 patients discuss one another’s prob- 
lems under the leadership of a trained therapist, has proved an effcc- 
tive and economical method of treatment for many types of emotional 
disorders. 

In addition, permantonens studies, based on the results of inter- 
views, tests, and observation of behavior, are bringing new and more 
effective methods of —— diagnosis of mental disorders. 


Surgical methods.—Psychosurgical techniques appear to have re- 
sulted in the improvement of a moderate number of chronic mental 
patients in various mental hospitals. 

Total push.—The statement submitted by the American Psychiatric 
Association indicates that, if hospitals have the personnel and facili- 
ties, a total push technique which employs all the presently known 
therapies can speed the recovery of mental patients considerably. The 
technique involves the use of psychotherapy, group therapy, occupa- 
tional therapy, carefully designed ward activities, educational pro- 
grams, and recreation. Although the total push treatment is ad- 
mittedly expensive, its effectiveness in promoting early recovery makes 
it economical in reducing the number of patients who must be cared 
for over a long period of years. The technique has proved effective 
with many schizophrenics and even with many of the “back-ward” or 
so-called hopeless patients. 

Alcoholism and drug addiction—Increased understanding of the 
physiological changes in bodily organs as a result of alcoholism and 
narcotic drug addiction is making it possible for us to treat these 
conditions more successfully. 
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Mental deficiencies.—The establishment of research centers in many 
States and the progress in classifying patients who respond to certain 
types of treatment hold hope for progress in the hitherto hopeless anq 
tragic area of the mental Delicditinioe Recent studies have indicated 
that Mongolian idiocy is produced not by heredity, but by some physio. 
logical accident occurring in the mother about the 6th week of 
pregnancy. 

Hospital administration.—A study of mental-hospital architecture 
and design being conducted by the American Psychiatric Association 
is bringing to light new facts about hospital administration which wil] 
result in benefits to mental patients. Application of a new concept 
which views the mental hospital as part of a network of community 
psychiatric services—with the hospital the last resort if other defenses 
fail—is helping to speed the practical application of new researc) 
findings, and to increase the number of people who can be kept out of 
hospitals through treatment in outpatient facilities. 


Increased training of psychiatric manpower 


There has been a marked increase in the number of psychiatrists 
since the time the National Mental Health Act was passed. There 
are now about 8,000 members of the American Psychiatric Association, 
More than 4,000 have been certified by the American Board of Psychi- 
atry and Neurology ; in 1946 there were fewer than 1,000. 

n the past 5 years the Federal program has provided funds for 
the training of some 2,200 to 2,300 psychiatrists, clinical psychologists, 
psychiatric nurses, and psychiatric social workers. Dr. Wortis pointed 
out that nearly 70 percent of these have entered public service. Grants 
made to 117 graduate training centers have improved the training 
available to many more thousands of persons entering the psychiatric 
professions. In addition, grants to 42 medical schools have enabled 
these institutions to develop good teaching programs for the medical 
student in the field of psychiatric and psychosomatic disorders. 

The fellowship program of the National Institute of Mental Health 
has enabled 183 promising young scientists to develop their mental 
health research skills. Some of these fellows are now conducting or 
participating in significant research projects in the field. 

Federal grants have also enabled professional organizations such as 
the American Psychiatric Association, the American Psychological 
Association, and the American Association of Psychiatric Social 
Workers, to conduct conferences at which leaders in professional edu- 
cation can work out problems of curriculum improvement. These 
conferences have had a significant impact in modifying teaching so 
that trainees will be better prepared to deal with the problems of 
mental illness when they enter professional practice. 


Increased State and local activities 


The States have recently taken a great deal of interest in the pro- 
motion of mental health. The period between 1948 and 1952 was 
marked by an increased mental hospital building program. Dr. Rich- 
ard Willey, formerly research associate for the Council of State 
Governments and currently executive assistant for the American 
Psychological Association, informed the committee that the Gov- 
ernors Conference is sponsoring a national conference of representa- 
tives of all State mental health agencies. In addition, he stated, 
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some of the States have increased their budgets for mental health 
considerably and have taken initiative in expanding research and 
training programs. 

Increased State and local financial support of mental health activi- 
ties is apparent in the amount of money made available to match 
Federal mental health grants. The formula requires 50 cents of State 
money for each Federal dollar allocated. In 1953 figures presented 
by Dr. Felix showed the States were matching each Federal dollar 
allocated with $3. In the period from 1947 to 1953, the $17 million 
of Federal grants were matched by more than $43 million of State, 
local, and private funds. 

When the Mental Health Act was passed in 1946, only 24 States 
had mental health programs in addition to the State mental hospital 
system. Today, given the impetus of Federal funds and the technical 
assistance of the National Institute of Mental Health, all of the States, 
the District of Columbia, and the Territories have going programs. 
Major credit for this great advance in such a short time must be given 
to aroused public concern and increased public interest. In the van- 
guard of non-Federal agencies that have contributed to the improve- 
ment of mental hospitals and the expansion of psychiatric services are 
the American Psychiatric Association, the American Psychological 
Association, the National Association for Mental Health, and the Con- 
ference of State Governors. 

Clinie and other services 

The number of psychiatric clinics in the United States increased 
from 1,040 to 1,154 between 1948 and 1952. This increase is larger 
than it seems, since only 263 were full-time clinics in 1948 as against 
484 in 1952. Our present services are equivalent to 760 full-time 
clinics but, based on the fact that a clinic cannot serve more than a 
population of 100,000, we still need 840 more. The improvement that 
has occurred thus far is in large part due to the energy with which the 
States have developed their mental health programs. In addition, 
the stimulus provided by National Mental Health Act funds have 
made possible the establishment of 200 new clinics and the expansion 
of services by 200 other clinics. 

In the past 5 years many larger communities have established or 
expanded the following types of mental health services: Psychiatric 
hospitals or psychiatric wards in general hospitals, mental health 
clinies for children and adults; consultation services to schools, courts, 
and social agencies; public education to increase the application of 
mental health Raepie in family life and industry; and alcoholism 
prevention and rehabilitation programs. As yet, however, no com- 
munity has all of the services it needs and, of course, the smaller com- 
munities are able to afford practically none of these needed facilities. 


Services for the mentally subnormal 

Recent studies have shown that with adequate educational, social, 
and vocational services, the majority of those whose mental sub- 
normality is mild can find and keep jobs. Only a very small beginning 
has been made in this direction, and the needs are still great. 

Residential institutions are providing services for only about 5 per- 
cent of the mentally subnormal, and their long waiting lists point up 
the need for more such services. 
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Rehabilitation services 


Progress in rehabilitation of the mentally ill has been somewhat 
slower than in rehabilitation of the physically handicapped. How. 
ever, despite the great shortages of needed personnel from the fields of 
medicine, social work, psychology, education, and employment, signifi- 
cant progress has been made in the past 3 years. Stimulated by the 
direction furnished by the National Institute of Mental Health and 
the Office of Vocational Rehabilitation, and aided by the technical 
assistance of the regional mental health consultants, many States and 
local communities have developed inservice training programs for 
vocational rehabilitation counselors, and a number of such counselors 
have been assigned to work with mental patients on a full-time basis, 
In addition, pilot projects have pointed up the contributions that the 
public health nurse and the public welfare worker can make in helping 
the mental patient return to a productive life in his community. 


Public education and control work 


The increase in and expansion of State and local mental health 
programs has been accompanied by greater emphasis on and activity 
in preventive and control work. ‘To promote better utilization of 
current psychiatric knowledge, education programs are being carried 
on which give parents, teachers, physicians, nurses, social workers, 
court officials, industrial counselors, and religious leaders a better 
understanding of human relations and human behavior. These sery- 
ices are paying off in prompt handling of emotional problems before 
they develop into serious disorders, and in speedier recognition and 
referral for early psychiatric treatment of those children and adults 
whose behavior midicates emotional illness. 

In addition, State, National, and international voluntary citizens’ 
organizations provide consultant services, study the mental health 
needs that must be met, support the production of all types of public 
educational materials, and encourage public support for increased 
research, training, and community services. 


Selected examples of progress in mental health 

1. Approximately 40 to 60 percent of persons suffering with schizophrenia 
can be helped by modern treatment methods (Dr. 8S. Bernard Wortis). 

2. A generation ago, two-thirds of the patients with involutional melancholia 
were considered hopeless. Today, two-thirds of these patients are discharged 
from the mental hospital within 1 year of admission (Dr. Francis J. Braceland). 

3. Recent studies in a State hospital in Stockton, Calif., showed that intensive 
treatment can triple the chronic mental patient’s chances of recovery (Dr. 
S. Bernard Wortis). 

4. Some of the best-manned mental hospitals are able to discharge from 60 
to 70 percent of their patients within the first 3 months. Another 10 or 15 
percent get out within a year (Dr. Daniel Blain, medical director of the American 
Psychiatrie Association). 

5. Due to improved psychiatric techniques, two-thirds of the mental break- 
down cases during the Korean campaign were rehabilitated and returned to 
duty without leaving the division. Only 4 percent had to be returned to the 
United States for treatment. This is a dramatic improvement over World War 
II when 8 percent were evacuated to the zone of interior, and over World War I 
when 15 percent were in this seriously disturbed category (Dr. S. Bernard 
Wortis). 

6. Since the establishment of a 13-bed psychiatric ward in a general hospital 
in Savannah, Ga., commitments to the State mental hospital from that county 
have been cut 58 percent. (Statement submitted by the National Mental Health 
Committee. ) 
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7. The day hospital, a new type of treatment center, is bringing care to more 
patients at half the cost. Selected mental patients who are too ill for outpatient 
treatment but do not need 24-hour care attend the hospital from 9 a. m. to 5 p. m. 
and sleep home at night. (Statement submitted by the National Mental Health 
Committee. ) 


F. PROBLEMS AND NEEDS RELATED TO FUTURE PROGRESS 


Present needs for research 

The needs in this area are highlighted by the statement, contained 
in the report submitted to the committee by the National Institute of 
Mental Health, that “a program of research in the problems of mental 
disease must be broad enough to encompass all the important areas 
which may contribute to our understanding.” We dare not overlook 
any area In which an answer or a clue may be found, whether it be 
biochemistry, physiology, or the sciences of animal behavior and 
human relations. 

We need to learn more about where the different mental diseases 
occur, What their incidence is, and the geographic and environmental 
factors with which they are associated. This type of knowledge has 
helped uncover the causes of other illnesses, and it is essential in 
evaluating the effectiveness of current preventive techniques. 

Better criteria for diagnosis of the various mental diseases are 
needed. This involves study of normal and abnormal behavior, devel- 
opment of tests for the rapid identification of those who are likely to 
become mentally ill, and research into the pathology, physiology, and 
biochemistry of individual mental diseases. 

The important relationships between mind and body, as evidenced 
in psychosomatic illnesses and the psychological problems of physical 
diseases, must be further probed. 

We need to develop our knowledge, through the basic sciences, of 
all phases of the structure, growth, and functioning of the brain, and 
the nervous system. And more work must be done in human and 
experimental psychology to better understand the mental processes 
involved in mental and emotional illnesses, and to evaluate and im- 
prove our therapeutic tools. 


Some major unknowns in mental illness 


The following list, extracted from the statement submitted to the 
committee by the American Psychiatric Association, indicates some of 
the more important areas in which progress must go forward: 

1. Specific causes of the major mental illnesses, particularly schizo- 
phrenia, manic-depressive psychosis, and paranoia. 

2. The social, economic, and cultural factors underlying mental ill- 
ness; specifically, the part played by present-day tensions and modern 
ways of living and working in causing mental illness. 

3. Comparative data about the manifestations of mental illness in 
various other countries, as a means of further understanding the com- 
plexities of the psychoses and the neuroses. 

4. Effective techniques for use in preventive psychiatry, which must 
be based on basic research findings about the causes of mental illness. 

5. Educational methods that will be successful in sustaining public 
interest in the problems of mental illness, so that rapid fluctuations in 
public and financial support will not undo the benefits derived during 
a period of high interest. 
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6. Understanding about psychopathic character disorders which re. 
sult in criminal behavior and juvenile delinquency. 


Need for more trained manpower 


Although the training sponsored under the National Mental Healt) 
Act is increasing the reservoir of trained personnel to conduct needed 
research and treatment, the shortages of trained manpower in the men. 
tal health field are still drastic. In 1953, for example, there was only | 
clinical psychologist for each 1,000 patients in State mental hospitals, 
Minimum standards recommended by the American Psychiatric Asso. 
ciation call for 1 clinical psychologist for each 100 patients for initial 
intensive treatment, and 1 for each 500 patients for continual treat- 
ment service. 

There are only about 8,000 psychiatrists in the United States; the 
American Psychiatric Association estimates there is immediate need 
for at least 15,000. It will be at least a decade before we can reach this 
number. Similar shortages exist for psychiatric nurses and psychi- 
atric social workers. 

One of the difficulties in attracting competent people to the psychi- 
atric professions is the fact that salaries in this field are generally 
lower than in the older and better established natural science fields. 
If the mental health field is to compete successfully for research skills 
it must be able to offer salaries comparable to those offered by other 
fields for similar work, and it must provide facilities for the young 
researcher to develop his skills. A young man or woman interested in 
research will not be attracted to a position at an institution unless he 
is given the opportunity to learn and grow in an atmosphere where 
research and communication with other colleagues is encouraged. 

Another problem is related to current selective-service procedures, 
as stated in the report of the American Psychological Association. 
The Government, recognizing the need for scientists, invests in their 
training through scholarship and fellowship programs. The Govern- 
ment and the military need scientists, “But selective-service steps in 
to stop the training of scientists, often just as the period of Gaeta 
is about to begin.” 


ness 


Need for more funds for research 

Only about $4.75 per mental patient is now being spent on psyclhi- 
atric research. This compares with $28.20 for polio, and $27.70 for 
cancer. These figures, contained in the report submitted by the Ameri- 
can Psychiatric Association, indicate that the total amount available 
is out of all proportion to the importance of mental illnesses. 

This report further states that, although there is a shortage of 
trained manpower to do psychiatric research, we have an as yet un- 
tapped reservoir of practicing psychiatrists who are capable of doing 
research. The only way to uncover more ore and attract them 
to research in this field is to make more financial support available. 

Current methods of allotting funds for psychiatric research suffer 
from three major defects, as noted in the statements prepared for the 
committee by the American Psychiatric Association and the American 
Psychological Association : 

1. Present methods of allotting a given amount of money to a par- 
ticular project for a limited amount of time—usually 1 year—give 
the research workers no assurance that the project will be continued 
if more time is needed. In the field of psychiatry especially, long- 
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term research is required, research in which the investigators have the 
op portunity to develop whole fields of investigation -ather than lim- 
ite d projects. 

), Federally sponsored research projects are not provided funds for 
the ‘publication of scientific findings in professional journals. “Re- 
search depends on communication * * * scientists need to exchange 

ideas if knowledge is to be cumulative.” ‘The failure to publish the 
results of research in established scientific journ: uls “leads to unneces- 
sary and unproductive duplication of research.” (Statement sub- 
mitted by the American Psychological Association. ) 

For similar reasons, the drastic cuts in Government travel funds, 
whic ‘h make it impossible for Government scientists to attend and par- 
ticipate in scientific and technical meetings, is a “very dubious long- 
term economy.” To force scientists to work in social isolation is, in 
effect, to emasculate science. 

The amount now spent yearly on psychiatri ic research is around 
$6 million. If it were to jump to 13 or 30 million or more it would be 
a small figure indeed to gamble on an all-out effort to empty the mental 
hospitals of America. “(Statement submitted by the American Psy- 
chiatric Association. ) 


NEED TO IMPROVE STATE HOSPITALS 


State mental hospitals in many localities are now spending less than 
$2 per day for the care of mental patients. This compares with $16 
per day for city hospitals and $20 per day for private hospitals. The 
et ugeP er ‘apits u expenditure i in State institutions for mental defee- 


tives and epileptics is slightly over $2 per day. “Therefore, you can 
see the type of care which might be given to these patients,” concluded 
Dr. Francis J. Braceland. 

Although State mental hospital building programs have progressed, 
inadequate staffs make the quality of care poor, indeed. In many 
cases, Dr. George S. Stevenson pointed out, new hospitals become over- 
crowded soon after they are opened, and patients soon are crowded 
into utility and maintenance spaces. 

Based on minimum standards developed by the American Psychi- 
atric Association, in order to have proper patient-staff ratio for effec- 
tive treatment in our mental hospitals, we need twice as many 
psychiatrists as we now have, 4 times as many psychiatric nurses and 
nsnclaiiia social workers, 8 times as many occupational therapists, 
and many more psychiatric aids or attendants. No mental hospital 
today—not even the federally operated St. Elizabeths Hospital, 
which is one of the most outstanding mental hospitals in the whole 
world—meets these minimum standards. 

Following a thorough study of the mental health programs of all 
18 States, the Council of State Governments made the followi ing rec- 
ommendations for the improvement of State hospital programs: 

1. More hospital space for the care and treatment of the mentally 
ill i 1s ur ently needed. 

2. A large part of scientific and medical equipment and facilities 
is antiisiaed Modern equipment and facilities are needed. 

3. More professional personnel are needed, and especial attention 
should be given to the training of attendants. 

44297—54——10 
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4. Statewide programs should be devised to deal more adequately 
with psychiatric needs for observation, care, and treatment of men- 
tally ill children. These programs should be coordinated with the 
services of social and child welfare agencies, health agencies, schools, 
— churches. 

Studies should be made and plans developed for the care of 
sietil categories—the mentally deficient, the chronic alcoholics, the 
drug addicts, the persistent sex deviates. 


Need for more public understanding 

Mental illness is a massive problem. Because so little about it 
was known to science until comparatively recently, and because there 
is so much general ignorance about its true nature on the part of the 
general public, the whole field of mental health is often looked upon 
with suspicion and fear. There is too great a tendency on the part 
of people in general to try to shut the problem of mental illness out 
of their awareness—a feeling, as Dr. Felix described it, “that if you 
forget about mental illness and ignore it, it will go away.” We are, 
in essence, confronted with a major mental health problem which crip- 
ples our efforts to attack the problem of mental illness. For legis- 
lators, whether they be on the Federal or State level, cannot move too 
far ahead of their constituency in providing leade1 rship in this field. 
“They cannot keep on sticking their necks out” in support of mental 
health research, training, and treatment services, said Dr. George §. 
Stevenson, “unless there is public backing.” 

The unwillingness of the general public to meet the realities of 
mental illness brings with it “unwillingness * * * to accept treat- 
ment, to support the mental hospitals, to ‘comfort those who are ill, to 
give employment to those who have recovered from mental illness 
* * * better public education accompanied by scientific advances are 
gradually overcoming public indifferences, but the problem remains 
a vast one.” ( Statement submitted to the committee by the American 
Psychiatric Association.) 

Needs in State and local mental health programs 


On the State and local level, Dr. Wortis stated, “more community 
service clinics, guidance centers, and psychiatric services in local 
general hospitals” are needed, “for in the earliest recognition and 
treatment oF inentit ill health we have the best method of. preventing 
serious and chronic mental illness.” 

Other immediate needs are to maintain leadership in State mental 
health agencies by retaining present staff and by filling vacancies with 
trained profession: al personnel. Every State needs more research per- 
sonnel to analyze mental health needs and evaluate existing programs. 
Every State administration is also aware of the need to improve 
methods of rehabilitating the mentally ill in order to conserve man- 
power, reduce human suffering, and cut down on the burdensome 
budget for care of the mentally ill. 

Information made available to the National Institute of Mental 
Health indicates that the major needs of communities in developing 
their mental health resources are: (@) more funds, (b) more pene 
to provide clinical, consultation, and educational services, and (c) 
knowledge of current, better, and more economical methods of pro- 
viding mental health services that have been developed in other com- 
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munities or through research. Because of failure to meet these needs, 
many communities have been unable to establish mental health serv- 
ices, and many others have not been able to continue services once 


established. 


Needs in services for the mentally deficient 

In addition to the pressing need for research into all aspects of 
mental subnormality, there is great need for more training to provide 
the necessary personnel needed for health, education, social, and voca- 
tional services to the mentally defective. Although the number of 
residents in public institutions for the mentally defective increased 
by 24 percent from 1940 to 1950, the number of teaching personnel 
increased by only 9 percent. 

Another great need is for field projects to explore and evaluate 
new ways to provide comprehensive services for the mentally sub- 
normal on a community-wide scale. In all of these areas, the National 
Institute of Mental Health, together with other allied government, 
public, and private agencies, can make a major contribution, provided 
adequate financial resources are made available. 


Needs in the field of rehabilitation 

Further encouragement needs to be given to cooperation between 
mental hospitals, mental health clinics, vocational rehabilitation 
agencies, and other community resources in providing comprehensive 
rehabilitation services for the mentally ill. More training to provide 
needed personnel and more inservice training of staff already on the 
job are also needed. 

More field studies and investigations must be carried on to give us 
the knowledge that will help keep former mental patients healthy 
and reduce the number of readmissions. More needs to be known 
about foster home care for discharged patients, and about effective 
techniques for supervision of such patients in their own families. 


Recommendations of the Council of State Governments 


Perhaps the best method of summarizing the ways in which we can 
strengthen our attack on mental illness is to list some of the more sig- 
nificant recommendations made by the Council of State Governments 
following an exhaustive study of training and research in State men- 
tal health programs. These recommendations were incorporated in 
the statement submitted to the committee by that organization. 

1. More facilities for the recognition and early treatment of mental 
illnesses which do not require hospitalization. Promotion of mental 
health outside State hospitals—utilizing increased resources in mental 
health clinics, child guidance centers, schools, welfare agencies, and 
other community institutions. 

2. Better treatment methods, more positive means of prevention, 
and a larger number of persons competently trained to put them into 
effect. “Training and research are primary hopes for eventual re- 
duction of admissions to mental hospitals.” 

3. More systematized and coordinated administration of State 
training and research programs. 

4. More communication and coordination of activities among State 
mental hospitals, university research centers, professional training 
schools, and community-treatment services. This will help bring the 
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hospitals into the mainstream of research activity, improve training, 
-— prevent duplication of research effort. 

Continued improvement of hospital and clinic reporting systems 
ond development of uniform data through cooperation with the United 
States Public Health Service. 

6. To overcome grave ne shortages, increased encourage- 
ment of graduate and undergraduate students to enter ‘ ‘professions 
immediately concerned with psychiatric treatment and also in the 
basic biologic and social sciences which affect progress in mental 
health.” 

7. Provision of more inservice training and opportunities for re- 
search for staffs in mental hospitals and clinica, 

8. Provision of more stipends and better salary scales to overcome 
the difficulties of the high cost of professional education and the 
relatively low-salary scales in public psychiatric employment. 

9. Closer integration of mental hospitals with other community 
resources for mental health. 

10. Scientific evaluation of the effectiveness of early treatment pro- 
vided by mental health clinics and child-guidance centers. 

11. Encouragement of fundamental research in the biological and 
social sciences to provide the basis on which applied research can 
operate to seek practical solutions to immediate problems. 

12. Encouragement of interstate cooperation in the support of re- 

seek training, and mental health services. 

The States and local communities are aware of their responsibilities 
in the national struggle against mental illness. The problem, how- 
ever, is too large and complex to be dealt with on an individual State 
level. Support, encouragement, integration, and direction are sought 
and must be forthcoming from the Federal Government if current 
gaps in the national mental health efforts are to be closed. 


The hope that mental illness can be conquered 


The fundamental causes of the major mental illnesses are not yet 
known. They may arise, as Dr. Seymour S. Kety, Associate Director 
in Charge of Research, National Institute of Mental Health, sums 
it up, “in a very broad spectrum, from the anatomy of the brain to 
the psychological experiences of the child and throughout his life.” 
We are now at the threshold of great advances in know ledge of the 
physical and chemical structure of the brain, for we now ‘have the 
tools with which to attack these problems. We already have tech- 
niques which will enable us to explore the metabolism and living 
development of the brain, and have made progress in understanding 
the function of hitherto obscure areas of the bi brain. ‘The sciences of 
behavior, human and experimental psychology, are beginning to yield 
information about the mental processes involved in neuroses and 
psychoses, and to offer means of testing the effectiveness of current 
treatments. 

Hope lies in continuation and expansion of the present trend to 
concentrate on an interdisciplinary attack, including in the research 
team the neurologist, the physiologist, the phy siological psychologist, 
the sociologist, and the anthropologist, as well as the psychiatrist ‘and 
the clinical psychologist. For, as Dr. Kety pointed out: 

The basic scientist, by constant experience and constant contact with mentally 


ill patients and with people treating the mentally ill, is constantly stimulated 
to devote his research energies to these important problems. 
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Research that helps us understand the human being will benefit not only the 
mentally ill but also the potentially ill and the millions of people who now 
live, because of emotional problems, far below their best level of effectiveness. 
(From statement submitted by the American Psychological Association.) 

Hope lies in increased financial support of mental hospitals and 
research centers, in the attraction of an increasing number of gifted 
people to the field of mental health research, and in the provision 
of increased and more adequate facilities in which research can be 
conducted. If our national expenditure for the care of the mentally 
ill were doubled, Dr. Sanford stated, we would increase our budget 
by $1 billion. If our national research effort were doubled, he pointed 
out, the increase would be only $6 million, or about half of 1 percent. 
And yet this small increase would be a most profitable long-term 
investment in bringing new knowledge about the causes and more 
effective treatment of mental illness which might drastically reduce 
the far larger cost of care under the present state of knowledge. 

Another area of hope lies in the progress that has already begun 
in increasing the evehiuteie manpower to treat the mentally ill and 
promote sound mental health in all our people. Much more needs to 
be done here; much more support and more inducements must be 
offered to help train the thousands of professional psychiatric per- 
sonnel so desperately needed. 

Hope lies also in the beginnings made toward integrated State 
ond community mental health programs, which in the past two de- 
cades have brought preventive services and early treatment to thou- 
sands more of the emotionally disturbed. More and more of these 
services need to be provided, especially in those parts of the country 
where sparse population and geographical factors have so far de- 
prived these regions of the benefits science has already brought. If 
there is not sufficient motivation in the financial and humanitarian 
benefits expansion of such services can bring, we should remember 
that, at our present stage in world history, we cannot afford to have 
a citizenry debilitated by the ravages of mental illness and the per- 
sonal and social ineffectiveness produced by emotional disorders. In 
a very real sense, hope for progress in the field of mental health is 
inextricably intertwined with continued fulfillment of the American 
way of life. 

And it is only through the typical American way of self-help and 
local initiative, of the combined efforts and cooperation of Govern- 
ment and private resources, that mental illness will eventually be 
conquered. For though the catastrophic nature of mental disorders 
makes it impossible for any organization besides the State and Federal 
Governments to handle the bulk of the hospitalized mentally ill, the 
system suffers from lack of personnel, lack of incentives, insufficient 
rewards for accomplishment, lagging research, and uneven spurts 
of public interest and support. Great progress is being made today. 
Much greater progress will be made, the American Psychiatric Asso- 
ciation assures us, if the total forces available, both public and private, 
are increased to provide a more extensive effort. A beginning has 
been made under the activities carried out by the National Institute 
of Mental Health since the passage of the National Mental Health 
Act in 1946. This effort must be encouraged and expanded. With 
the Government providing the impetus and coordination, needed re- 
search, training, and community mental health services can con- 
tinue to progress on all levels, bringing new victories in the battle 
against mental illness. 








CHAPTER VII 
NEUROLOGICAL AND SENSORY DISORDERS 


A. SUMMARY 


A review of the problems presented by the neurological and sensory 
disorders gives us only a partial picture. Because of their variety 
and their unfamiliarity, much of the testimony on these diseases was 
devoted to definitions of disease entities and the functions of the 
agencies concerned with them and, consequently, their significance to 
the Nation and our modes of attacking them was never brought into 
sharp focus. It is also apparent that precise information concerning 
this group of disorders is not available, and this is understandable in 
view of the fact that public and private attention has been concen- 
trated on these problems only within the past several years. Only in 
the presentations on blindness, where private health agencies have 
been functioning on a broad scale for the past 2 decades, were ac- 
curate statistics offered and substantiated on the basis of objective 
survey. 

Nevertheless, the testimony on the neurological and sensory dis- 
orders was of considerable value. Professional and informed esti- 
mates and opinions, buttressed by fragmentary but firm data, do give 
us a broad understanding of the problems involved and provide a 
sound basis for further exploration. Such exploration should be in- 
itiated as soon as possible, if only because sound concepts of the prob- 
lems must partially guide future actions in meeting them. It is also 
clear from the testimony that insufficient funds have hitherto blocked 
efforts in this direction and that, in any case, certain needs are pres- 
ently so insistent as to have obvious priority. 

The chief need in this field seems to be research, and it is interesting 
to note that even those voluntary health agencies primarily concerned 
with the aid and welfare of patients (especially those servicing the 
blind) have also insisted on this emphasis. The recognition of this 
need seems to derive from several reasons: It has become apparent 
that it is financially impossible to provide the needed medical and 
welfare services to the huge patient tied afflicted by the neurological! 
and sensory disorders. In view of the fact that no cures exist for 
these conditions, medical aid and care do not in any case resolve the 

roblems, so that the rehabilitated blind still remain blind, the re- 
habilitated cerebral palsied, multiple sclerotic, and epileptic still re- 
main crippled. Moreover, within the past decade, it is apparent that 
research on the complexities of the nervous system has made im- 
portant forward strides, and there is good reason to hopefully believe 
that research can prove extremely fruitful within the near future. 

In spite of the recognition that research has high or even highest 
priority, an important dilemma is still posed for the various volun- 
tary health agencies concerned with the neurological and sensory 
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disorders. The services for the blind and the cerebral palsied, for 
example, are unquestionably useful and extension of these services to 
provide a minimum of independence and dignity for a maximum num- 
ber of victims is clearly necessary. The ability to divert a large pro- 
portion of voluntary health-agency funds to research, therefore, is 
limited, and, in fact, the total research attack on these problems is 
extremely small considering their extraordinary burden to the Nation. 

To bolster the research attack on the neurological and sensory dis- 
orders, private voluntary agencies are now looking to the Federal Gov- 
ernment and are urging further support of the recently constituted 
National Institute of Neurological Diseases and Blindness of the 
Public Health Service. The establishment of this Institute by Con- 
gress in 1951 has already made possible important contribution to 
research in the field. The Institute presently supports about 25 to 30 
percent of the scientific investigations directly or indirectly concerned 
with these problems. 

That future progress must lie with an intensified research attack, 
in which both public and private agencies participate more actively 
than ever before, is quite clear. The urgency of such an attack is 
fully recognized by the Government; the personal tragedy of the 
neurological and sensory disorders and the severe economic burden 
they place on the Nation, involving losses in the neighborhood of $10 
billion yearly, makes it imperative that their resolution be found in 
the shortest possible time. 


B. WHAT ARE THE NEUROLOGICAL AND SENSORY DISORDERS 


The concept of the neurological and sensory disorders as a single 
entity was a relatively new one for the committee. Such problems as 
cerebral palsy, epilepsy, multiple sclerosis, muscular dystrophy, blind- 
ness, and deafness had been conceived of as separate conditions. These 
disorders, however, are apparently all linked by their reference to 
the central nervous system, to the brain, the spinal cord, the nerves, and 
the sensory receptors which provide the powers of sight and hearing. 
It was clear from the testimony that this concept of a unified group 
of disorders was accepted by the various voluntary health organiza- 
tions concerned with the individual health problems and that the 
Public Health Service’s National Institute of Neurological Diseases 
and Blindness symbolized that unity. 

While unified as a group by reference to the nervous system, the 
variety of damage caused by the more than 200 disease entities con- 
cerned seems to be considerable. As a generality, however, these dis- 
orders all more or less affect either the powers of movement, speech, 
vision, hearing, or consciousness, and in some cases several of these 
functions together. With but few exceptions, the causes for these 
disabilities are unknown, though it is apparently recognized that 
irrevocable destruction of nerve tissue is a central problem and if 
nerve tissue could be regenerated this would provide a resolution for 
several of the major neurological disorders. 


C. THE HUMAN AND ECONOMIC BURDEN OF THESE DISORDERS 


While the testimony did not, except in a few instances, produce 
verifiable statistics obtained by survey, it was clear that these dis- 
orders present a major public health problem. It was estimated that 
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some 20 million persons suffer the neurological and sensory disorders, 
of whom at least half endured gravely disabling conditions. As 4 
cause of death, these disorders rank third, and they are considere 
the leading cause of permanent crippling. No cures apparently exist 
for many ‘of these maladies; a few, namely epilepsy, owe cn eg sm, 
myasthenia gravis, cataracts, and glaucoma are partially or temporar- 
ily controllable, but for the great majority only palliative treatment 
seems possible. 

Though the data presented were fragmentary, the picture of the 
national economic losses due to the neurological and sensory disorders 
was an exceedingly grave one. The costs considered during the 
hearings included the costs of medical care and welfare, wage and 
productivity losses, indemnity and compensation costs, and tax rey- 
enue losses, and these would seem to total somewhere close to $10 billion 
a year. 

This staggering figure was understandable in the light of the nature 
of these disorders. Affecting the vital organs as they do, they elimi- 
nate the patient from acting as a productive member of society, and 
because so many of these conditions initiate in either childhood or 
early adulthood, yet frequently run their course through the entire 
normal life span, the economic losses are continuous. 

The testimony produced few statistics which could completely clar- 
ify the economic burden imposed by any one of the neurological and 
sensory conditions. The most useful figures were given in relation to 
head injuries suffered as a result of industrial and automobile acci- 
dents. These injuries cause wage losses amounting to $624 million 
yearly, with an estimated $600 million more for costs of medical care, 
welfare and compensation payments, and another $1.2 billion to in- 
clude productivity losses, loss of materials, damage and repairs to 
machinery, tools, and materials, loss of time by other employees, execu- 
tives, and medical personnel. The total losses due to head injuries 

alone thereby amount to $2.4 billion annually and these figures are 
almost a decade old. 

On the basis of these statistics, simple multiplication might indicate 
that all neurological disorders would cost the Nation close to $30 or 
$40 billion annually. Some of these costs, however, can be eliminated 
in other areas. Compensation and productivity costs only exist where 
the disorder occurs as a result of employment accidents and only a 
minority of cases, therefore, would include these expenses. It should 
be noted, however, that many instances of blindness, deafness, and 
paraplegia are due to such accidents and that the costs of compensa- 
tion are especially high. As estimated by one insurance company, 
the cost of indemnity and hospitalization of a single ¥: legic patient 
throughout his lifetime will amount to $400 thousand. ere are from 
85,000 to 125,000 paraplegics in the country, with a sie number hav- 
ing incurred the isability by accident in peace or war. 

The costs of medical care and welfare are less than losses due to 
enforced unemployment or limited productivity, but these are signifi- 
cantly high also. “The care and welfare of the blind costs the Federal 
and State Government and the various voluntary health agencies $150 
million yearly, and this does not include personal expenditures. The 
hospitalization of 50,000 epileptics in State institutions amounts to $35 
mniltion annually, and this does not include such other services as are 
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rendered to a majority of the remaining 1,450,000 persons afflicted 
' with seizure. 
It is apparent that large numbers of those who suffer the neurologi- 


y exist , 2 : 

onism, | cal and sensory disorders cannot receive medical treatment, care, or 
porar. welfare due to the paucity of either specialized personnel or specialized 
tment facilities. While on the one hand this would seem to eliminate certain 


costs, on the other it creates a situation whereby members of the pa- 
of the tient’s family must devote their full or partial attention to the victim 
and thereby reduce the family productivity even further. 


“oem + Personal losses are in — correlative with national losses, and the 
e and impoverishment of families with relatives suffering the neurological 
= rev. and sensory disorders is apparently not infrequent. The costs of the 
billion various types of disability will, of course, differ; and differences also 

occur within each type of disability depending on the severity of the 
rature |) condition and the normal variation of service charges. Care and re- 
tans. habilitation costs for the cerebral palsied will vary during a lifetime 
7, and between $10,000 and $100,000. Just the education of a baby who has 
a ce been born blind will vary between $50,000 and $100,000. : 
entire |» Because no cures or specific treatments exist for most of these dis- 

- orders, it might be expected in these cases that medical costs would be 
i alias, virtually eliminated. The testimony revealed the fact that most pa- 
band tients were unwilling to accept the inevitability of their condition and 
— apparently many records exist of patients making fruitless pilgrimage 
Fine, from physician to physician until finally all funds are exhausted. 
A on Certain neurological conditions, moreover, are apparently difficult 
Tiare to diagnose ; multiple sclerosis and myasthenia gravis are not exposed 
ae in. as such for an average of 6 years after these disorders have occurred. 
ae ts Such patients may be treated for a variety of ailments during this 
Sass, period without success but at a considerable financial sacrifice. 
juries ; q These economic costs are Just part of the stress which bears so heav- 
oye ily on the patient and his family. The removal of the disabled patient 
“ from all the ordinary activities of life commits the family as well to 
Ricate Um isolation, and it would seem to be true that only ‘‘the profoundest love 
an can salvage the splintering of the most intimate ties.” 
530 or 
D. THE NATIONAL ATTACK AGAINST THESE DISEASES 

tC 

nly 2 | The efforts to provide care for the victims of the neurological and 
hould | | sensory disorders vary considerably. Within the past few years, sev- 
, and | 7 eral major problems, such as multiple sclerosis, muscular dystrophy 
yensa- and myasthenia gravis, have received the benefit of public aid through 
pany, | © voluntary health agencies established for this purpose. The various 
atient States with the assistance of the Federal Government have also con- 
from tributed in some measure, but by and large, with the exception of the 
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r hav- | ) cerebral palsied and the blind, it seems apparent that only a few serv- 
» ices can be made available to the barest minimum of those suffiering 
lue to f | these conditions. 


gnifi: f | It is also clear that even the cerebral palsied and the blind are not 
deral | © obtaining nearly adequate aid. Public assistance for the blind from 
5 $150 both governmental and private sources presently averages about $100 

The monthly for each blind person. While probably no other group of 
to $35 disabled persons as a group receive such high benefits, the total dis- 
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training to help the blind obtain some degree of independent self-care 
makes this sum a marginal one. 

This obtains even more so for cerebral palsy. The testimony clari- 
fies this situation very well by describing the cerebral palsied program 
in Connecticut, a State which apparently is and has been aware of 
the needs of the cerebral palsied for some time. 

According to State authorities in 1951, of 420 children who needed 
occupational therapy, only 60 received it; of 580 children needing 
physical therapy services, only 220 had been served; speech therapy 
was needed by 260, 70 received it; less than half of those needing ex. 
tensive treatment given in special hospitals could obtain it, and for 
every child then in a custodial institution, there was at least 1 more 
for whom such care was desirable. Another 120 children needed 
special educational classes; 30 needed a home-instruction program 
and there was considerable need for further vocational guidance serv- 
ices, medical social work and paramedical support. 

The State of Connecticut, moreover, pointed out that these statistics 
were based only on the known eases of cerebral palsy. But for every 
10 cases that were known, the State acknowledged that 7 were not. — 

The supply of services to all sufferers from the neurological and 
sensory disorders clearly depends on adequate funds and this includes 
funds not only for the direct aid of the sufferer but also to subsidize 
the building of facilities and the training of personnel by which such 
aid might be applied. 

The training of personnel to administer medical and paramedical 
aid to those suffering the neurological and sensory diseases receives the 
support of the voluntary health agencies and the Federal Government, 
but it is evident that the supply so obtained cannot by any means meet 
the demand. The testimony indicates that the number of specialists 
capable of diagnosing and treating the neurological disorders is extra- 
ordinarily low. Of the more than 190,000 practicing physicians in 
the country, less than 250 specialize in medical disorders of the nervous 
system. In some areas of the country, there is only 1 such specialist to 
over 900,000 persons in the population, and the best ratio sees only 
1 per 650,000. There are, for example, 5,000 registered and practicing 
physical therapists in the Nation, and there are 2,500 vacancies pres- 
ently, with an additional 5,000 needed within the next 5 years. Such 
therapists, of course, are also required for the rehabilitation of other 
than neurological patients. 

The reflection of this situation on the care of patients afflicted with 
the neurological and sensory conditions has already been indicated. 
Even where treatment or rehabilitation is feasible, in short, treatment 
or rehabilitation may be impossible. Of the almost 2 million victims 
of cerebral vascular disease (stroke), only a fraction receive rehabili- 
tation. Of the 114 million epileptics, only 300,000 receive treatment. 

Within the past several years there has been apparent recognition 
that research would have to have the main priority in the attack on 
the neurological and sensory disorders. It has apparently become 
clear that while medical and welfare services can still be increased, the 
financial requirements for supporting the entire patient load of 20 mil- 
lion persons could never be achieved. In view of the fact that no cures 
exist for these conditions and only palliative treatment, it is recognized 
that medical and welfare services alone do not help halt the perpetua- 
tion of these problems. Moreover, within the past decade, research on 
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the nervous system has made important strides forward, and there is 
now for the first time good reason to believe that research can prove 
extremely fruitful within the near future. 

Within the past few years, then, there have been clear signs of in- 
creasing research activity in the attack on the neurological and sensory 
disorders. In fiscal year 1951 the National Institute of Neurological 
Diseases and Blindness was established by Congress, and since that 
time the various voluntary health agencies have increasingly devoted 
more funds to the support of medical research. To coordinate their 
research efforts as separate agencies, and to stimulate research further 
from both public and private sources, the major voluntary health or- 
ganizations joined together in 1952 to form the National Committee 
for Research in Neurological Disorders, and in 1953 the leading organ- 
izations for the blind similarly combined for the same purpose to form 
the National Committee for Research in Eye Diseases and Disabilities. 

In spite of the recognition that research has high or even the high- 
est priority, an important dilemma is posed for the voluntary health 
agencies. ‘The services they provide the patient are unquestionably 
useful, and extension of these services to provide a minimum of inde- 
pendence and dignity for a maximum number of victims is clearly 
necessary. Their ability to divert a large proportion of their funds 
to research is therefore limited. 

These agencies now feel they must look to the Federal Government 
to significantly bolster the research attack on the neurological and 
sensory disorders and are urging further support of the recently con- 
stituted National Institute of Neurological Diseases and Blindness, 


E. PROGRESS AGAINST THIS GROUP OF DISEASES 


That future progress lies with an intensified research attack may 
be accepted on the basis of past progress which has been achieved 
within a short period of time and with minimum funds. The testi- 
mony reveals that just during the past decade several remarkable 
achievements have been made which have either directly alleviated 
some of the burden of suffering or promise further alleviation in the 
near future. These achievements have been made over the period of 
the past decade at an average research cost of approximately $2 mil- 
lion yearly. 

New drugs and new surgical procedures have apparently been 
evolved whereby 80 percent of all epileptic seizures can he controlled ; 
new drugs have been found to alleviate the muscular weakness of my- 
asthenia gravis and partially control the symptoms of Parkinsonism; 
and the development of new rehabilitation procedures has helped re- 
store the cerebral palsied to some measure of — self-care. 
Progress in eye research has also been considerable. ACTH and 
cortisone have been responsible for preventing blindness from a 
variety of disturbances; new surgical procedures and new drugs 
have helped retard the insidious progress of these conditions; and 
the development of corneal transplant methods has been able to restore 
sight in some cases where it would have been irrevocably lost. 

Many basic studies were mentioned during the testimony where 
findings though not of immediate application to illness promise that 
such application may be made in the future. The committee was 
especially interested in the devolopments made in the regeneration of 
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nerve tissue, where it is apparent that if such regeneration can become 
possible in humans a large number of these disabling disorders may be 
eliminated as major problems. 

The testimony revealed that partial regeneration of nerve tissue had 
been achieved with experimental animals. Cats whose spinal cords 
had been severed were administered a “dead heat-producing bacterial 
agent,” and this agent apparently prevented the formation of scar 
tissue at the point “of sever ance, thereby allowing the nerve ends to 
grow together. 

While the discov ery, the discussants revealed, was extraordinary in 
view of the long and widely held belief that nerve tissue could never 
be regenerated, they cautioned against overoptimism. The agent has 
not proved useful in the treatment of human disorders where nerve 
tissue has been destroyed (such as cerebral palsy, epilepsy, and multi- 
ple sclerosis). It seems likely that before a successful therapy is de- 
vised, considerably more must be learned about the biochemistry and 
metabolism of nerve tissue. 

In spite of these achievements, the testimony made it clear that in 
the full perspective of the problems to be fac ed only a fraction of the 
questions posed have been answered. Most of the major disorders, 
such as cerebral palsy, multiple sclerosis, muscular dystrophy, epi- 
lepsy and Parkinsonism remain incurable. In this regard it was 
especially noted that treatments controlling the disorders were in 
many instances of dubious consequence, that only cures would be able 
to eliminate that prejudice which is the fate of the epileptic, the cere- 
bral palsied, the multiple sclerotic and others whose deranged move- 
ments create considerable public aversion. The fate of the epileptic 
was especially emphasized, for though 80 percent of seizures may 
be partially or wholly controlled, even the possibility of seizure mili. 
tates against the employment of the adult epileptic or the education of 
the child epileptic. 




































F. PROBLEMS AND NEEDS RELATED TO FUTURE PROGRESS 


The primary problems revealed by the testimony seemed to lie with 
the need for further research and further research manpower. It was 
clear on the basis of funds allocated by the National Institute of 
Neurological Diseases to the support of various disease categories 
that some major areas were being neglected. These especially in- 
cluded cerebral vascular disease, deafness and blindness. With a 
budget of four and a half million for fiscal year 1953, the Institute 
could apparently devote relatively large sums to a few significant 
problems, but many conditions among the 200 or more disease en- 
tities which constitute its responsibility could receive no support 
whatsoever. The sum of $18 million annually was broached on ques- 
tioning as the sum which could usefully be put to work at the present 
time to bring the Institute’s research attack to its optimum level of 
effectiveness. 

The precise nature of the research to be undertaken in any give 
disorder was not clearly defined. For all disorders, however, it was 
apparent that a much deeper understanding of the growth, activity 
and functions of the spinal cord and especially the brain was of utmost 
importance. The entire nervous system, inaccessible as it is to direct 
study, and the great complexity of the brain, which is composed of 
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some 20 billion nerve cells, each serving a separate function, makes 
this research one of the major medical challenges of our time. 

The problem of laboratory research manpower is apparently not 
a major one in this field. The number of applications for research 
grants made of both the voluntary health agencies and the National 
Institute of Neurological Diseases and Blindness far exceeds their 
power to pay them. The lack of neurologists and ophthalmologists in 
the country, however, and the inadequate facilities for training them 
creates an important problem for research development. It is to the 
practicing physician that the public must look for the development 
of research findings made in the laboratory and to their application 
tohuman illness. Without them, the work of the laboratory scientist 
in the scientific journals gathers dust on the library shelves. The 
fact that only 23 of the Nation’s medical schools have complete 
neurological units for teaching physicians and scientists is already a 
serious problem in delaying the development of new therapies. As 
research in the laboratory becomes even more productive, this situa- 
tion will probably worsen. 

No concrete recommendations for the development of services for 
the victims of the neurological and sensory disorders was presented 
during the testimony. As has been mentioned, the problem seems 
overwhelming, and even with a large increase in webile and private 
expenditures, it would seem impossible to meet more than a fraction 
of the responsibilities inherent in all these problems. The needs of 
the disabled do not stop with medical aid and welfare, but include 
specialized employment, recreational, social, and psychological pro- 
visions. This problem, of course, serves to emphasize the further 
need for productive research. 

In spite of the fact that the attack on the neurological and sensory 
disorders is still at an early stage, the testimony revealed a good degree 
of optimism. The progress in research during a relatively short pe- 
riod of time and the consistently increased funds available for scien- 
tific investigation held considerable promise for the future. While 
the burden of providing services for those disabled by these condi- 
tions seemed staggering, the increase of public support for these pur- 
poses during the past 2 or 3 years suggests that with further research 
developments it may be possible to provide at least minimum aid for 
all. In consideration of this possibility, however, the committee is 
aware that it listened only to those agencies which represented sufferers 
of the major neurological conditions and that there are many others 
who have no such representation and whose welfare, therefore, may, 
perhaps, be a matter of deeper concern. 









CHAPTER VIII 
ARTHRITIS AND RHEUMATISM 











A. SUMMARY 





Representatives of the three national organizations and others pri. 
marily concerned in the conduct of the attack on arthritis and rheu 
matism in the United States met with the Committee on Interstate 
and Foreign Commerce in Washingon on October 5, 1953, to discuss 
their problems with the members of the committee, and to advise then 
generally concerning their programs. 

From the prepared statements submitted by participants, and from 
the discussions and answers to questions, the committee learned that 

Arthritis, with its related rheumatic diseases, afflicts, cripples, 
and disables more people than any other chronic disease—more than 
10 million persons in the United States, of which more than a million 
are permanently disabled. The economic cost of arthritis and rhev- 
matism is more than $700 million per year. 

There are many different types of rheumatic diseases: Rheumatoid 
arthritis, osteoarthritis, nonarticular rheumatism, gout, rheumati 
fever, and the collagen diseases, such as scleroderma. 

After centuries of neglect as a stepchild of medicine, arthritis and 
rheumatism, within the pon 5 years, have become recognized as a 
major health problem about which something must be done. In 
the past 5 years, more progress has been made against these diseases 
than in hundreds of preceding years. 

The discovery of the beneficial effects of cortisone, ACTH, and other 
hormones in arthritis not only provided a means of controlling many 









































cases, but has pointed out new pathways for research, from which t 
experts confidently expect great results. 
Although tremendous strides have been made in research and in pro- é 
viding for patient care, still less than 1 percent of arthritis victims 
‘an obtain necessary hospital care. The costs of treatment for the 
protracted course of the rheumatic diseases often impoverishes the 
victim and makes him dependent upon others. 
A major problem is trained manpower. Less than 800 doctors i1 ¢ 
the United States are especially competent or interested in the treat 
ment of the rheumatic diseases; primary stumbling block to setting 
up more arthritis clinics (there are only 230 in the entire country, FF | 
none in 14 States) is finding doctors willing and able to handle the job 
The manpower problem also is felt in the absence of enough competent s 
research workers relative to the importance of the disease. Wellf } ! 
trained physiotherapists in this country are relatively scarce. t 
Major needs, as pointed up by the testimony, included increased fa- J 
cilities in the medical schools for teaching and training medical scien- 1 
tists at both the undergraduate and postgraduate levels; constructio! t 
and equipment of laboratories and clinics at medical schools and hos f= © 
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pitals ; continuance and expansion of research programs at medical 
institutions; added provisions for research fellowships and trainee- 
ships in the medical sciences and clinical specialties. 


B. WHAT ARE ARTHRITIS AND RHEUMATISM ? 


Rheumatic disease is usually characterized by aches and pains in 
joints and muscles, often resulting in stiffening and swelling of af- 
fected joints. This family of diseases is composed of several members, 
each with its own distinctive character. First and foremost is rheu- 
matoid arthritis, perhaps the cruelest of them all. It is a chronic 
disease that frequently lasts a lifetime. It is a crippler, for which 
there is no known cause or cure. 

Another of these diseases is osteoarthritis, otherwise known as de- 
generative joint disease. This type results largely from aging and 
from wear and tear of the joint structures. It afllicts people past mid- 
dle age. It occurs in multiple joints and in the spine with greater or 
lesser symptoms in all persons who live long enough. There is, as yet, 
no effective means of arresting or retarding this degenerative process 
in the joints. 

Another group of rheumatic victims suffer from nonarticular rheu- 
matism, or disorders of the muscles, bursae, ligaments, tendons, or 
other tissues. 

Others who are afflicted with rheumatic disease suffer from types of 
arthritis due to rheumatic fever, gout (gouty arthritis), injury or 
infection. 

Finally, there is a group of serious and often fatal disorders known 
as collagen diseases (lupus erythematosus disseminatus, polyarteri- 
tis nodosa, scleroderma). In these cases the connective tissue which 
constitutes the supporting structures or framework of the body is 
attacked, inflamed and often destroyed. The cause is unknown and 
the cure is yet undiscovered. 

Rheumatoid arthritis—Rheumatoid arthritis is a disease which 
occurs most often in persons between the ages of 18 and 45, although 
it strikes people of all ages: children, people in the prime of life, and 
the aged, all of whom are potential victims, potential cripples. It 
involves not only weight-bearing joints but joints of the hands and 
arms as well. It is a disease with widespread involvement in the 
body. The patient with rheumatoid arthritis usually has swollen, 
inflamed joints which are deformed. The disease process is not lim- 
ited to the joints. It involves the muscles, nerves and small arteries. 
In some instances the heart is attacked and recent research has dis- 
covered previously unrecognized rheumatoid heart disease. The basic 
process in all these instances is one of chronic inflammation which is 
initiated by injury to the connective tissue by a noxious agent as yet 
unidentified. 

Osteoarthritis —This form of arthritis, is seen more often in per- 
sons who are past middle age. It is generally regarded as a manifes- 
tation of aging resulting from wear and tear on the joints. More 
than 80 percent of the persons in this Nation who are past the age of 
50 have osteoarthritis in some degree. Osteoarthritis occurs usually 
in weight-bearing joints, and in general is not accompanied by sys- 
temic manifestations. This disease is as old as mankind itself. Path- 


» ological changes characteristic of this disease have been observed 
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in skeletons of prehistoric dinosaurs of over 200 million years ago, 
Definite degenerative joint disease has been noted also in Egyptian 
mummies and in prehistoric American Indian remains. The onset of 
osteoarthritis may be hastened and aggravated by strain, bruises and 
heavy or unusually tiring work. Chronic irritation or “overburden. 
ing of the weight-bearing joints brought on by overweight or poor 
postu re can and often does produce osteoarthritis. 

Gout (gouty arthritis) —This disease is considered to be an in- 
herited disorder. A distinct hereditary tendency has been noted. 
It occurs predominantly in males. It is usually characterized by 
acute and recurring attacks of severely painful : arthritis and frequen tly 

results in severe crippling. Gout also is one of the oldest known 

diseases. It was described as early as the fifth century B. C. by Hip- 
pocrates. Most frequent affected joints are those of the great toes 
(bunion joints). Next in order of frequency are other joints of the 
feet, ankles, fingers and wrists. Gout is characterized by sudden 
acute attacks and by remissions which may be just as sudden and just 
as unexplainable. In the later stages urate deposits which often are 
painful and crippling are found in the affected joints. 

Collagen diseases —Contemporary concepts of the collagen diseases 
have been formulated only in the past 10 years. In this group are 
included rheumatoid arthritis, rheumatic fever, scleroderma, polyar- 
teritis nodosa, lupus erythematosus, and dermatomyositis. The patho- 
logic feature common to all of them is an abnormal structural change 
of the widely disseminated connective tissue, involving many organs. 
These diseases are usually serious and often fatal. The exact cause 
is unknown. In the last 2 years evidence has been collected to indicate 
that the administration of certain drugs may result in the development 
of at least three members of the group. (Note: Although rheuna- 
toid arthritis is a collagen disease, it is, because of its importance, 
usually discussed as a separate item.) 
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Cc. THE HUMAN AND ECONOMIC BURDEN OF ARTHRITIS AND RHEUMATISM 


Arthritis, and its related rheumatic diseases, is more prevalent 
among our citizens than are cancer, heart disease, tuberculosis and 
diabetes combined. In the United States today, it afflicts, cripples, 
and disables more people, and bring more pain to more persons than 
any other chronic disease. It disables 10 times as many patients as 
tuberculosis, 7 times as many as cancer. 

The total number of victims, approximately 10 million, is greater 
than the combined populations of Chicago and Los Angeles. Of 
these 10 million victims approximately 1 million are permanently dis- 
abled. Among chronic diseases, rheumatism cripples the largest 
number of patients and kills the least. Because of its ability to 
cripple without killing, arthritis is of preeminent medical, economic, 
and social importance. Unfortunately, a large percentage of indi- 
viduals affected by the rheumatic diseases receive no medical treat- 
ment, or treat themselves. In England, chronic rheumatic diseases 
cause one-sixth of the total invalidism of the insured population. It 
has been estimated that on a given day in this country about 1 per- 
son in each 1,000 develops a rheumatic disease. More than 320,000 
otherwise able individuals are rendered unemployable in the United 
States for an entire year by rheumatic diseases. 
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[he economic cost of arthritis and rheumatism to the Nation is 
well over $700 million per year. In the United States 30 million 
people—one-fifth of the population—counting the families of ar- 
thrities, are affected by the medical, social, and economic aspects of 
this problem. Over half a billion dollars yearly is lost in wages and 
salaries by sufferers from this disease in addition to the cost of medical 
care and relief allowances. Medical care, alone, costs more than $100 
million per year. Arthritis brings with it not only pain and crippling, 
but impoverishment, to many of its victims. 

[he Federal Government loses each year $77 million in income taxes 
because of wage earners unable to work. The manpower lost each year 
in the United States because of arthritis and rheumatism is estimated 
as 150 million days, equivalent to an army of over 400,000 persons 
unable to work at any time. 

Only about 1 percent of rheumatic patients get hospital care, and 
few of these can remain in the hospital long enough to receive much 
benefit. There are today in the United States 230 arthritis clinics, 
but the need for many more is urgent. During its brief existence, the 
Arthritis and Rheumatism Foundation has been responsible for the 
founding of nearly 80 new arthritis clinics within the past 2 years. 

When arthritis, particularly rheumatoid arthritis, strikes in a fam- 
ily, the results can often be catastrophic, particularly if it is the wage 
earner who is afflicted. Rheumatoid arthritis strikes most often those 
persons who are in the most active phase of their life, at those who have 
family responsibilities. Rheumatoid arthritis is, as has been pointed 
out, a crippling disease, and quite often lasts a lifetime. Not every 
person who is stricken with arthritis becomes a helpless cripple, but 
many do. Even if the wage earner is not seriously or permanently 
crippled he will most likely lose many days from work, lose many 
days’ wages, and will become a serious financial drain upon the family’s 
resources. Even in cases successfully treated, with cortisone, for 
instance, the cost of medication alone, to keep the disease under con- 
trol, may run from 50 cents to several dollars per day. 


D. THE NATIONAL ATTACK ON ARTHRITIS 


Early organization 

The earliest attempt to do anything in an organized manner about 
arthritis in the United States dates back only to 1928, with the forma- 
tion of the American Committee for the Control of Rheumatism. 
This committee worked actively to arouse the interest. of the medical 
profession in the magnitude of the sociologic problem presented and 
to extend knowledge of the rheumatic diseases by means of publica- 
tions and exhibits. By 1930 it was apparent that there should be a 
national society for the study and control of rheumatic diseases, and 
from this committee the American Rheumatism Association was 
founded. It was and remains a strictly professional organization of 
about 800 physicians with a special interest in the rheumatic diseases. 

Just before the entry of the United States into World War II, a 
committee of the American Rheumatism Association was appointed 
to study the possibility of undertaking a national fund-raising effort 
to support research, teaching, and more adequate care of patients 
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with the rheumatic diseases. This important effort was delayed by 
the outbreak of hostilities, but after the end of the war rapid progress 
was made. Early in 1948, with the initiative and stimulation derived 
from the American Rheumatism Association, a separate organization, 
the Arthritis and Rheumatism Foundation was established, with a 
board composed of physicians and prominent, public-spirited laymen 
for the purpose of organizing an appeal for funds on both a national 
and local level. 

Modern history: The past 5 years 

With the establishment of the Arthritis and Rheumatism Founda- 
tion, fund raising for research, treatment, and education in rheumatic 
disease was initiated first on a nationwide scale in 1948. The public 
interest areused by that first campaign, although something less than 
phenomenal, was encouraging. 

In 1949 came the momentous discovery that cortisone, a hormone 
of the adrenal glands, would dramatically relieve arthritis, hitherto 
not associated with the metabolic system. ACTH, a pituitary hor- 
mone, was found to produce similar effects. Thus, new avenues of 
approach, more promising than any previously opened against rheu- 
matic disease, were made available to medical research. 

In 1950 months of careful study of the health needs of the country 
by the House Committee on Interstate and Foreign Commerce led to 
the passage, on August 15, of the Omnibus Medical Research Act, 
Public Law 692, authorizing establishment of the National Institute 
of Arthritis and Metabolic Diseases within the Public Health Service. 

Thus it was that, late in 1950 at long last, a nationwide program 
was inaugurated that would permit an organized attack by the Fed- 
eral Government and private citizens upon arthritis and rheumatic 
diseases. The new voluntary agency and the new Government agency 
have since worked together as a team, each complementing the efforts 
of the other. However, although the machinery has been forged. 
and although the field is broad and new pathways to the ultimate goa] 
have been pointed out, it will obviously require more time, experience. 
and fiscal support to unlock the secrets hidden by these baflling diseases 
and begin to approach our goals. 





Coordination and cooperation 

Close working relationships have been developed among the three 
organizations primarily concerned with the national attack on 
arthritis. Constant liaison and consultation on matters of policy, 
program, and operation is maintained. The chairman of the Arthri- 
tis and Rheumatism Foundation is a member of the National Advisory 
Arthritis and Metabolic Diseases Council which guides the research 

rants program of the National Institute of Arthritis and Metabolic 
Disease. Likewise, the Chief of the Arthritis and Rheumatism 
Branch of the Institute is a member of the Medical and Scientific 
Committee of the Arthritis and Rheumatism Foundation and of the 
executive committee of the American Rheumatism Association. 

At the operating level, too, constant contact and interchange is 
maintained, and cooperative projects undertaken. For example, the 
Manual for Arthritis Clinics was written by medical experts of the 
Rheumatism Association, was published and distributed jointly by 


the foundation and the institute, and is being used as an important 
! reference by medical schools. 
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As both the Institute and the foundation support research through 
grants-in-aid to scientists and maintain fellowship and traineeship 
programs, it is important, in the interests of efficient management, 
that these efforts be coordinated. Constant exchange of information, 
advice, and comment is maintained in this area, so that no important 
field of interest is overlooked, and yet no wasteful duplication occurs. 

By maintaining continued coordinative and cooperative relation- 
ships, these organizations, representing the Federal Government, the 
medical profession, and the public’s voluntary interests are able to 
work together against the common enemy—arthritis and the rheumatic 
diseases—most effectively. 


The Arthritis and Rheumatism Foundation 


As has already been pointed out, the Arthritis and Rheumatism 
Foundation was established in 1948. It is a nonprofit membership 
organization incorporated under the laws of New York State, and at 
the present time there are 35 chapters in 30 States, and 6 organizing 
committees. 

The medical policies and medical program of the foundation are 
formulated principally by the medical and scientific committee of the 
national foundation. ‘This committee consists of 17 outstanding 
American medical scientists working in the field of rheumatic diseases, 
including a key staff member of the National Institute of Arthritis and 
Metabolic Diseases. 

The chapters are patterned very closely after the national founda- 
tion. Each chapter also has a medical and scientific committee and a 
board of directors. 

The medical and scientific committee of the chapters on the local 
level is responsible for the local program. 

The boards of directors of both the national and local levels are con- 
cerned with the business aspects of the chapters. 

At present, the foundation has no aaciuaeak funds. It depends 
entirely on public subscriptions for its financial support. 

The national foundation as such—that is, national headquarters— 
does not solicit funds directly. Practically all of its sources of income 
are derived from the chapters. The chapters raise the money. The 
uational foundation supplies the personnel help and also material 
help in the form of various campaign materials to assist the chapters 
in raising this money. 

The chapters retain 64 percent of the funds raised to carry on the 
local program; and 36 percent of the money is sent to national head- 
quarters to conduct the national program. All moneys received di- 
rectly at national headquarters from individual donors in chapter 
areas are treated in exactly the same way as if they were collected 
locally by the chapter; the chapter receives its 64 percent. 

Complete financial returns from all the chapters are not available 
for the current year. These figures are based on the returns received 
to date, based on approximately $960,000 of funds reported. 

Of that amount approximately $95,000 has been spent for public 
education, $306,000 for diagnostic services, therapy, care, and rehabili- 
tation ; $265,000 for research, both at the national and local level; and 
Peed $107,000 for administration. 

roken down on a percentage basis, the picture looks as follows: 
Approximately 10 percent is spent for public education on the na- 
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tional and local levels; 82 percent for diagnostic services, therapy, 
care, and rehabilitation; 27 percent for research; and 11 percent for 
administration. 

Campaigns have been conducted for the past 5 years and have raised 
in the aggregate during that period approximately $4,729,000. 

Foundation makes progress.—When the Arthritis and Rheumatism 
Foundation was established in 1948, the field of arthritis and rhev 
matism was practically virgin territory. Except for a handful of 
interested doctors and about as many clinics, little was being done to 
relieve the suffering of millions of arthritics across the Nation. 

Today, 5 years later, because of the efforts of the Arthritis and 
Rheumatism Foundation and more recently of the National Institute 
of Arthritis and Metabolic Diseases, more has been done in the field of 
arthritis from the point of view of research and clinical advances than 
had been done in the previous 100 years. 

Because of the continuous public education program carried on by 
the Arthritis and Rheumatism Foundation, the rheumatic diseases 
have become recognized as the Nation’s leading chronic ailment. The 
foundation’s program has caused communities to begin to weigh the 
economic waste that is attributed to arthritis and to begin to do some 
thing about the pain and misery that causes the loss of human worth. 
Industry, too, for the first time is beginning to count the annual toll of 
the millions of workdays lost to production, the loss of wages and 
purchasing power, and the loss of productive quality because of 
arthritis and rheumatism. 

Tn 1948, when the Arthritis and Rheumatism Foundation was estab- 
lished, few of the 72 approved medical schools in the country at the 
time taught the rheumatic diseases with any degree of emphasis. Thi 
opportunities for graduates and undergraduates to study and work in 
the field of the rheumatic diseases were few. Among all the thousands 
of beds in the Nation’s training hospitals, only about 700 were allocated 
to arthritis patients. Of this number only 65 were specifically en- 
dowed for the use of the thousands upon thousands of indigent per 
sons afflicted with arthritis in need of hospital care. 

Ninety-six new clinics —Until 1948 there were only 134 arthritis 
clinics in the entire United States. Most of these were concentrated in 
eight large eastern cities. Fifteen States had no arthritis clinics at 
all. Since 1948, the Arthritis and Rheumatism Foundation through 
its various chapters has been instrumental in establishing 96 new 
arthritis clinics, 50 in the last year alone. However, there are stil! 
14 States with no arthritis clinics at all and hardly any doctors there 
specially trained to treat persons afflicted with the disease. 

In the 5 years the foundation has been in existence, there has been 
a perceptible kindling of interest among the medical schools of the 
Nation. In almost every school today located in an area service: 
by 1 of the foundation’s 35 chapters, the teaching of undergraduates 
in arthritis has been expanded and improved. With the help of 
chapter medical committees, these schools are offering refresher courses 
in the rheumatic diseases, to practicing physicians. 

In the past 8 years, the foundation’s national research program has 
been devoted to the support of young scientists working in the field 
of rheumatic diseases. Each year the money available has been in 
creased. For the current, fiscal year this support has been increased 
by nearly 40 percent with the awarding of 10 fellowships and 8 re- 
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newals for a total cost of $93,000. During the past 3 years, the founda- 
tion and its chapters have underwritten 150 research projects costing 
a total of $1,133,616. 

Industry recognizes problem.—One of this year’s most significant 
achievements was the alerting of industry to the arthritis problem. 
Some 200 industrial physicians attended the foundation’s first con- 
ference on the rheumatic disorders in industry and techniques for 
keeping patients employable. Similar conferences have been planned 
for industrial physicians in various sections of the country. 

In an effort to reduce industry’s resistance to employing the handi- 
capped, the foundation in New York has made grants to vocational- 
guidance and job-placement agencies who specialize in these problems. 
A similar project was launched in the Boston area for patients con- 
sidered to have an unutilized capacity to work. In California, where 
there exists an acute shortage of physical therapists skilled in treating 
arthritis, special courses were arranged for nurses interested in 
physiotherapy. 

Part of the foundation’s efforts to control arthritis are the many 
publications prepared for the laymen and the medical profession. 
The Manual for Arthritis Clinics, issued in cooperation with the 
National Institute of Arthritis and Metabolic Diseases, was circu- 
lated to 4,062 doctors interested in improving arthritis clinics. The 
monthly bulletin on the rheumatic diseases, prepared by the Nation’s 
leading rheumatologists and designed to keep doctors abreast of the 
newest advances in the field, is mailed regularly without charge to 
19,000 doctors around the world. Home Care, a booklet designed te 
help the rehabilitation of arthritics, was first published in January 
of 1953. In the last 8 months, 70,000 of these Home Care booklets 
have been distributed to arthritis patients through their doctors. In 
the past 4 years the foundation has distributed several million pieces 
of literature to the lay public. 

The magnitude of the problem at hand is noted particularly in the 
field of direct patient care. Though chapters of the foundation have 
been concentrating a good portion of their funds on the establishment 
of clinics and the expansion of existing clinic services, the need is far 
from met. Even in those areas where there are a number of arthritis 
clinies, there still is the problem of reaching sufferers living in out- 
lying areas and of extending medical care to arthritics confined to 
their homes. 

Home care programs.—To meet this need, 11 chapters of the founda- 
tion have launched home-care programs. A number of chapters main- 
tain fully equipped mobile units that are staffed by physical thera- 
pists and which provide bedridden or homebound patients with much 
of the same rehabilitation therapy they would obtain in a clinic. Sev- 
eral chapters are providing the same home-care service through the 
cooperation of local visiting nurses who have been trained by the 
chapter to care for arthritics. Home-care programs have helped 
speed the recovery and the rehabilitation of arthritis sufferers by 
making possible the repeated use of corrective exercises under the 
cuidance of a member of the family. Home care also takes treatment 
directly to the bedside of patients who cannot afford extensive hospi- 
talization. This helps reduce the heavy load at clinics, thereby leaving 
the facilities available for patients whose conditions require the im- 
mediate attention of physicians. 
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With the Arthritis and Rheumatism Foundation providing special 
training for general practitioners creating more arthritis clinics, and 
home-care programs, considerable human suffering i is being effectively 
alleviated. Despite the steady increase of activities, direct assistance 
is available to only a fraction of the 10,104,000 men and women in 
this Nation suffering from arthritis and the rheumatic diseases. At 
the moment, there are only 230 arthritis clinics in the entire United 
States. If only half of the arthritis sufferers were to seek but 1 visit 
to a clinic a year, the clinics would be faced with the impossible task 
of seeing more than 200,000 patients a year in each of the 230 available 
clinics. ‘This does not selealin the fact that, in the treatment of arthri- 
tis, patients suffering from active forms of the disease must return 
to the clinic for continuous long-term treatment and the fact that 
in 14 of the 48 States, there are no arthritis clinics at all. 

Coordination of research—The policy of the Arthritis and Rheu- 
matism Foundation has been to support basic research on a national 
level. This has been in the form of fellowships. Asa matter of record, 
the foundation’s national medical program for the past 3 years has 
been devoted entirely to the support of young scientists who are work- 
ing in the field of rheumatic Teonaenl Each year the money made 
available for this basic research has been increased, 

The Arthritis and Rheumatism Foundation has asked and encow 
aged its 35 local chapters to include in their programs the support of 
clinical research, to make possible doctor traineeships, and to also 
make possible grant-in-aid support of local research projects. The 
foundation chapters, apart from their support of basic research 
through their contributions to the national program, have spent $193,- 
305 during the past fiscal year for their own research programs. Most 
of this money was spent in the field of clinical investigation. The total] 
amount spent for basic and clinical research this past year was 
$263,305. 

The Arthritis and Rheumatism Foundation has not as yet made any 
effort to coordinate the research that is being done on a local chapter 
level. The principal reason for this is in the fact that the funds the 
foundation ine been able to make available for research have been 
limited. Asa result, the research projects that are being supported are 
few. The foundation feels that at this stage in its development there is 
a great need to encourage all the research it possibly can support with- 
out running the risk of discouraging or regimenting research efforts by 
a system of too close guidance or - coordinati ion. Indoubtedly there are 

-ases of duplication in the present research program supported by the 
foundation and its local chapters. But research in arthritis is rela- 
tively new and therefore there is value in, and need for, a certain 
amount of duplication. When the time comes that the Arthritis and 
Rheumatism Foundation will be able to increase considerably its re- 
search allocations and will be able to support not only more but also 
more extensive research programs, then it will also find it feasible to 
institute the more efficient coordination of chapter research. 


The National Institute of Arthritis and Metabolic Diseases 


Its functions and programs.—When, in June 1950, the House Com- 
mittee on Interstate and Foreign Commerce reported the omnibus 
medical research bill to the House, it said: 


In view of the loss of productivity to the Nation, and the burden thrust upon 
the taxpayer when these diseases strike. and render so many of our people 
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jependent upon others for support, your committee concluded that such sums 

the Congress may deem wise to appropriate for research into the cause and 
cure of these diseases will undoubtedly represent a saving, rather than a spend- 
ing of the taxpayer’s money. 

This committee recognized at that time a fact which escapes many 
others even yet—that “arthritis, and its related rheumatic diseases, 
constitute a major threat to the health and welfare of our citizens 
and is the leading cause of chronic illness and disability in this coun- 
try today. It is a medical, economic, and social threat of the first 
nagnitude, 

That bill became Public Law 692 of the 81st Congress. It provided 
for the establishment within the Public Health Service of the Na- 
tional Institute of Arthritis and Metabolic Diseases and of an advisory 
conn il to act as an advisory body. Under the authority provided 
by this act, the Surgeon General of the Public Health Service, in an 
order dated Nov ember 22, 1950, established the Institute. 

In the interests of economy and good administration the then ex- 

ting Experimental Biology and Medicine Institute was abolished 
a its activities and funds transferred to the newly created National 
Institute of Arthritis and Metabolic Diseases. It was recognized by 
all concerned that very little in the way of funds could be diverted 
from the important activities covered in the budget of the abolished 
Institute and that an intramural research program concerned directly 
with arthritis and the metabolic diseases would have to be built up 
gradually as funds became available. 

In the research grants area a number of projects were being sup- 
ported in the fields of interest of the National Institute of Arthritis 
and Metabolic Diseases, and these projects, together with their sup- 
porting funds were transferred from the jurisdiction of the Division 
of Research Grants, National Institutes of Health, to the new 
Institute. 

Thus, although no direct appropriation was made to the Institute 
for fiscal year 1951, the program, nevertheless, got off to a start in 
that year. 

The table below details the funds which have been available to the 
support of the Institute’s arthritis research programs, for research 
grants, and for fellowships during the past 3 years, and for the cur- 
rent fiscal year. These sums have been allocated out of total appro- 
priations available to the Institute to carry on not only its arthritis 
programs, but its responsibilities in the field of metabolic diseases 
and nutrition, involving such diseases as diabetes, liver disease, bone 
disease, obesity, and various other metabolic disorders. Total appro- 
priations allocated to intramural research for corresponding years 
were: 1951, $1,740,000; 1952, $2,365,454; 1953, $2,613,972; 1954, 
$3,160,000. 

NIAMD funds available for arthritis research 


1951 Pt 95: 1953 1954 


$263, 000 oo | $354,000 | $443,000 $620, 000 
131, 000 | 600, 000 | 732, 000 1, 200, 000 


Intramural research 
Research grants-- 
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Total, arthritis research - - 394, 000 954,000 | 1,175,000 | 1,820,000 





The Institute’s broad attack upon the problems of arthritis—its 
part of the new national program against this most common of chronic 
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diseases—faces up to many of the most challenging puzzles in medical 
research. Its programs cover four areas: 

1. Pursuit of important leads which promise improvements in 
the treatment and rehabilitation of patients with arthritis and 
other rheumatic diseases ; 

2. Support and stimulation of a nationwide research progran 
in pen Federal institutions; 

Assistance in bridging the gap between the gaining of new 
eukene and its applic ation (by means of training programs 
which should provide scliunete facilities and opportunities for 
training medical and supporting personnel at all levels) ; 

4, Increasing the reais of qualified research scientists and 
clinicians through fellowship programs. 

These areas, in turn, fall into two categories, the Institute’s intra- 
mural research and clinical investigation. program, carried on in its 
own clinical and laboratory research facilities at Bethesda, Md., and 
its extramural programs, which encompass research grants, fellow 
ship and traineeship awards. The extramural program is guided by 
the National Advisory Arthritis and Metabolic Diseases Council. 

NIAMD intramural research.—The opening, last July, of the new 
National Institutes of Health Clinical Center, in Bethesda, has made 
poesvin the development of a fully rounded program of medical re- 

earch, in which many delays which too often have intervened between 
the creation of new knowledge by basic research and its application 
in the treatment of patients are eliminated. Here, in this new clinical 
facility the National Institute of Arthritis and Metabolic Diseases is 
developing a research program which closely integrates the work of 
the basic research scientists and the clinical investigators. When fully 
activated the Institute will have 25 beds devoted to the medical care 
of study patients suffering from arthritis. Here the patient becomes 
a part of the research team, cooperating with clinicians and research 
workers. Here, where the patients selected for study may stay 
long as necessary, studies may be carried through to completion. 

The direction of the Institute’s research program, and some idea of 
its scope may be gained from a description o some of the problems 
upon which the Institute is now working: 

Rheumatoid arthritis —One of the serious difficulties in this field 
has been the lack of a specific diagnostic test for rheumatoid arthritis. 
Work is in progress now in National Institute of Arthritis and Meta- 
bolic Diseases laboratories on a serological test which gives promise 
of being as specific for rheumatoid arthritis as the Wasserman test 
is for syphilis. Institute scientists are also attempting to purify, iso- 
late, and identify the substance in the patient’s serum responsible for 
positive reactions. A relatively simple, reliable and specific diagnostic 
test, in the hands of physicians, will constitute a most important step 
forward in early diagnosis, treatment, and hence, prevention of crip- 
pling, which so commonly occurs as the result of rheumatoid 
arthritis. 

Most patients with rheumatoid arthritis have an associated anemia 
which is resistant to the usual therapeutic measures. Studies are 
being conducted to determine the nature, cause, and the mechanism 
of this anemia. Radioactive isotopes are being used to tag the red 
blood cells of arthritis patients in order to determine whether the cells 
are destroyed more rapidly than normal, whether the life span of the 
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arthritic patient’s red cell is shortened or whether there is inadequate 
production of red cells. Once the mechanism of this anemia is under- 
stood, it is likely that we will be able to combat the anemia and hence 
increase the resistance and stamina of the arthritic patient. 

Cortisone has been found to be a most useful hormone in the treat- 
ment of certain cases of rheumatoid arthritis. However, certain side 
effects develop which constitute a serious limitation on the value of 
this drug. It is extremely important to select the proper patients 
with rheumatoid arthritis for this treatment. The criteria for the 
proper selection of patients are being carefully defined. LS 

The discovery that cortisone is useful in rheumatoid arthritis stems 
from the observation that women with this disease have a dramatic 
remission when pregnant. It has been observed that the cortisone 
concentration in the blood and tissues of pregnant women rises several- 
fold. It is remarkable that none of the pregnant women develop any 
of the side effects from cortisone seen in patients to whom cortisone 
is administered. Evidently nature’s secret of how to skillfully admin- 
ister cortisone so that the benefits will not be mitigated by undesirable 
side effects has eluded the physician. An attempt will be made to 
find means of preventing the destruction of cortisone by certain 
enzyme systems in the body of an arthritic patient. If this should 
prove possible, much smaller doses of cortisone could then be admin- 
istered with satisfactory therapeutic effects and without the bad side 
effects. This objective will be pursued by means of studying the 
distribution, utilization, destruction, and excretion of radioactive cor- 
tisone which has just become available through the efforts of the 
National Institute of Arthritis and Metabolic Diseases. 

Gout—Although gout is not as common as rheumatoid arthritis, 
it is nevertheless a serious crippling disease and is familial in nature. 
It evidently results from an inborn error in metabolism which is 
manifest by an excessive amount of uric acid in the tissues and blood 
so that a patient with gout may have 10 to 20 times the amount of 
uric acid in his body as a normal person. Although this disease has 
been recognized for nearly 25 centuries, we still do not know whether 
the excessive amounts of uric acid result from an increased produc- 
tion, an inadequate utilization, or insufficient excretion. Evidence has 
recently been collected to indicate that some gouty patients synthesize 
urie acid more rapidly than the normal person by shortcutting the 
usual pathway. Work is being done in National Institute of Arthritis 
und Metabolic Diseases laboratories to determine exactly where this 
metabolic shunt occurs. Satisfactory progress has been made in the 
initial steps of this study and seems promising. 

Scleroderma.—There is a group of diseases known as “collagen dis- 
eases,” which has a common denominator, an abnormal alteration of 
the connective tissue of the body. Most of these diseases are fatal and 
the cause of all of them is unknown. Scleroderma is an illustrative 
type of this group of diseases. A quantitative chemical method has 
been developed and perfected in National Institute of Arthritis and 
Metabolic Diseases laboratories for analyzing an important component 
of the ground substance or matrix which fills the interstices between 
the connective tissue fibers. This method will now be utilized in order 
to determine whether the abnormality of the connective tissue in 
scleroderma consists of an inadequate or excessive amount of one 
constituent of ground substance. The various physiological factors 
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governing the production of this ground substance component are also 
being defined. It is now known, for example, that the thyroid hor. 
mone plays an important role in this function. = 

During the past year staff scientists, together with the recipients of 
research grants from this Institute, have contributed significantly to 
medical knowledge. Among the accomplishments worthy of mention 
are the following: 

Evaluation of cortisone treatment.—Significant results have been 
obtained from the continuation of a followup study to appraise the 
value of prolonged cortisone administration to patients with rheuma- 
toid arthritis. Initiated in 1949, this study is supported by a National 
Institute of Arthritis and Metabolic Diseases grant to New York 
University College of Medicine. 

Of the 78 arthritis patients originally included in this study, 7 dis- 
continued the hormone inside of 6 weeks and were eliminated from 
the series. Of the remaining 71 patients, 15 had a clinical remission 
and are totally free of the troublesome and painful symptoms of 
arthritis; 4 have been off cortisone for longer than 2 years. On the 
other hand, 9 patients of the 71 have not had enough benefit from 
cortisone to warrent its continued use. 

A total of 58 patients were followed long enough to permit evalua- 
tion. Before treatment, 31 were not self-sufficient and could not take 
‘are of their daily needs; 25 of these became self-sufficient as a result 
of cortisone therapy. Before treatment, 17 patients were bed-ridden 
and 11 were in. wheelchairs or walked with the aid of crutches or canes; 
the former group was reduced to 2 and the latter to 4 as a result of 
the treatment. 

Epidemiology and incidence of arthritis in industry.—Accurate and 
reliable data on the incidence of the clearly defined types of arthritis 
in industry in the United States have not been available. ‘To initiate 
a survey in this important area a project supported by a grant from 
the Arthritis and Rheumatism Foundation and directed by a member 
of the National Institute of Arthritis and Metabolic Diseases clinical 
investigations staff has been analyzing the medical records of the 
Consolidated Edison Co. of New York. Although results have not 
been completely analyzed and reported, it has been found that during 
the 5-year period, 1947-51 inclusive, 5,300 employees among the 25,000 
employed S the company have been absent from work because of 
disability resulting from the various types of arthritis and nonartic- 
ular rheumatism. 

Search for cortisone precursors.—In collaboration with the United 
States Department of Agriculture, the National Institute of Arthritis 
and Metabolic Diseases has collected both from the United States and 
abroad a number of plants which appeared to be promising vegetable 
sources of naturally occurring compounds which might successfully 
be synthesized. The steroid content of these plants has been deter- 
mined and studies made of the transformation of these compounds to 
cortisone. The sex hormones are usually intermediates in this process. 
Asa result of studies similar to these the price of cortisone has Tees 
in the past few years from about $200 per gram to $7. The best plant 
source at the present time is the Mexican yam, but the supply of this 


yam is not unlimited and it has not yet been brought under successful 
cultivation. Other possible sources are tomatidine, from the tomato 
plant (shown by the chemists to be rather easily transformed chem- 
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ically, as far as the sex-hormone stage), stigmasterol from the soy- 
bean, and becogenin from the yucca and agave plants. The possibility 
of obtaining useful steroids from the hemp industry and from fermen- 
tation is under investigation. 

The adrenal-pituitary relationship and the role of the central nerv- 
ous system in this function—Progress has been made in our under- 
standing of the bodily controls of the pituitary and adrenal glands 
nerticttiaishy the relationship of the central nervous system. Since 
ACTH, from the pituitary, and cortisone and compound F, from the 
adrenal, are so very useful in the treatment of rheumatoid arthritis, 
the value of these studies to our understanding of the rheumatic dis- 
eases is obvious. The possible relationship between arthritis and 
abnormalities in glandular function still remains obscure. 

Measurement of the cortical hormones and their metabolites —New 
and ingenious tools have been devised for the measurement of cortical 
hormones and their metabolites. In the Institute’s laboratories a 
new biological method has been perfected for the estimation of minute 
amounts of cortical hormones in body fluids. Filter-paper chroma- 
tography has proved successful as a means of separating the im- 
portant steroids, one from another. Studies are under way on the 
application of these and other new methods to the patient suffering 
from arthritis. 

Extramural programs.—Through its extramural programs the Na- 
tional Institute of Arthritis and Metabolic Diseases supports research 
in non-Federal institutions, provides grants for fellowships to de- 
velop research talent, and clinical traineeships for the study of the 
prevention, diagnosis, and treatment of arthritis and the metabolic 
diseases. 

During the fiscal year 1953 a total of 250 grants-in-aid, to 106 
medical-research institutions in 37 States, the District of Columbia, 
and 2 foreign countries, totaling $2,721,634 were recommended by 
the National Advisory Arthritis and Metabolic Diseases Council and 
approved by the Surgeon General. Research fellowships totaling 
$150,000 were granted to 44 outstanding candidates at 20 institutions 
in 12 different States. Training stipends amounting to $51,000 were 
awarded to 15 physicians to assist them in improving their compe- 
tence by enabling them to learn the latest techniques in the diagnosis, 
treatment, and rehabilitation of patients. 

Only a portion of the total funds appropriated by Congress to the 
Institute for extramural programs can be devoted to arthritis, per se, 
for the National Institute of Arthritis and Metabolic Diseases has 
responsibilities for the maintenance of research and training in the 
metabolic diseases as well. But it should be borne in mind that the 
answers to the problems of arthritis might well come from research 
in apparently unrelated disciplines such as metabolism, enzyme chem- 
istry, biophysics, endocrinology, histochemistry, and the like, rather 
than from research which now can be labeled as “Arthritis research.” 

To research projects which could be tagged definitely as arthritis 
research, grants totaling $732,000 were awarded in fiscal year 1953. 
In fiseal 1954 the amount to be granted for this purpose is estimated 
at $1,200,000, a substantial increase. 

For research fellowships in arthritis and other rheumatic diseases 
a total of $15,000 was awarded in 1953, with an estimated $40,000 to 
be similarly granted in 1954. 
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Clinical traineeships awards totaling $27,500 were awarded in fiscal 
1953, while in fiscal 1954 a greatly enlarged program will provide an 
estimated $100,000 for this purpose. 

Among the accomplishments recorded by recipients of arthritis. 
research grants was one that made headline news—the successful pro- 
duction, for the first time, of radioactive cortisone, hydrocortisone, 
and corticosterone in sufficient quantity for research studies. The 
radioactive hormones have been made available to qualified scientists 
in this country through the National Institute of Arthritis and Met- 
abolic Diseases. They will be used to conduct tracer studies in at- 
tempts to determine how these hormones operate in arthritis and other 
diseases. 

Development of new methods for the measurement of minute 
amounts of adrenal cortical hormones in blood, tissues, and excreta 
will make possible many studies which could not be undertaken here- 
tofore—studies which will enable us to determine the exact disposi- 
tion and metabolic fate of these hormones. 


E. PROGRESS AGAINST ARTHRITIS AND RHEUMATISM 


Although the organized attack on arthritis and rheumatism is 
quite new and relatively small, encouraging progress already has 
been made, the momentum is picking up, and with continued and 
augmented support, there is every reason to believe that a fully ef- 
fective mobilization of effort can be built up and continued substan- 
tial achievements made. The still existing gaps in our knowledge, 
= trained manpower, and our facilities must be overcome, and can 

e. 

The climate is favorable for continued progress at an accelerated 
rate. The outlook, since 1948, has changed dramatically. Today 
there is hope and eagerness, a buildup of enthusiasm, improved fa- 
cilities, new techniques, new leads, where, in 1948, only 5 short years 
ago, these definitely were not present. But the needs still are great, 
the problems challenging. 

Throughout the United States in 1946, only $45,000 was spent on 
rheumatic-disease research. In 1948 the amount had increased to 
$300,000, and in 1952 a total of $1,100,000 was backing up research 
in this field. However encouraging this increase in support might 
appear, the 1952 total amounted to little more than 10 cents for 
each of the 10 million arthritis victims in the country, and com- 
pares weakly with the approximately $19 million spent annually on 
research into another of the major chronic diseases. 

Although the resources so far employed against arthritis and 
rheumatism might appear to be somewhat minimal when compared 
with other campaigns against even less widespread chronic affiictions, 
and although the organized attack against arthritis and rheuma- 
tism is of quite recent vintage, there has been great and encouraging 
progress, greater progress than had been made in hundreds of pre- 
ceding years. 

Era of growth and accomplishment 
The present situation, then, is one of growth and development, 


of an expansion of interest. There is a growing feeling of con- 
fidence that the answers to many of the problems which still con- 
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front us will be found in the immediate future. Scientists backed 
by funds provided by both private and public sources, are now 
probing into new and promising fields. New techniques, new leads, 
new tools are broadening the scope of research. 

Meanwhile, clinicians, armed with new drugs and methods, can 
now relieve much of the suffering, forestall some attacks, clear up cer- 
tain infections which lead to arthritis complications. 

New and ingenious methods of rehabilitation have been devised, 
and today many, formerly doomed to exist as helpless arthritic crip- 
ples, can be restored to useful lives. ' 

the organization, leadership and funds provided by the Govern- 
ment and public agencies in the arthritis field have sparked new activ- 
ity throughout the country. Many new and expert energies have 
been brought to bear on the problems; much new knowledge and a 
better understanding of the complexities of the rheumatic-disease 
family has been accumulating. New keys and pathways for research 
have been discovered. 

Cortisone, ACTH, hydrocortizone, butazolidin, and other new drugs 
have had a mighty impact upon the situation. Although none of 
these can be regarded as a “cure,” it is certain that not only have they 
brought relief to and contributed to the rehabilitation of thousands 
of sufferers, but they have provided a key to the effective control of the 
worst forms of arthritis, have changed many concepts, and broadened 
the field of research by indicating that hormonal balance and metabo- 
lism may be most important factors in the causation and evolution of 
the disease. 

From the most neglected disease area in medicine, the rheumatic 
diseases are emerging as a challenging and promising field of effort. 
Interest is rising and must be further encouraged and cultivated. 
There are more arthritis clinics, and more doctors who are competent 
to treat the disease more effectively, though the number of clinics and 
doctors is inadequate to meet this country’s present needs. More first- 
rate scientists, challenged by the problems and encouraged by the 
availability of financial support are searching for the answers and 
coming up with leads and interesting developments. 

Medical schools are beginning to devote more time and effort to 
teaching students about the rheumatic diseases. Many medical 
schools are distributing to students as an aid in education in this field 
the Manual for Arthritis Clinics, written by a committee of the New 
York Rheumatism Association and published jointly by the Arthri- 
tis and Rheumatism Foundation and the National Institute of Ar- 
thritis and Metabolic Diseases; the Bulletin on Rheumatic Diseases, 
published by the Arthritis and Rheumatism Foundation; and the 
Primer on Rheumatic Diseases, and Rheumatism Reviews, published 
by the American Rheumatism Association. 

The informational and educational activities of each of three organ- 
izations in the field, the Arthritis and Rheumatism Foundation, the 
American Rheumatism Association and the National Institute of 
Arthritis and Metabolic Diseases, are providing the public and the 
medical profession with materials calculated to bring about a better 
knowledge and understanding of the problems surrounding the area, 
of new developments, and of medical services available. 

What are some of the new developments, discoveries, and techniques 
which have brought about this resurgence of interest, this new parade 
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of progress in medicine’s formerly most neglected major disease 
entity ? uit 

Here is a list, compiled by the National Institute of Arthritis and 
Metabolic Diseases, of some of the most important advances during 
the past 5 years: 

40 SIGNIFICANT ADVANCES 
General 

1. Description of exact blood and nerve supply of joints. 

2. Analysis of cellular and chemical constituents and of the physical nature of 
fluid in joints of different types of arthritis. 

3. Development of a satisfactory technique for obtaining samples of tissue 
from the lining of joints, suitable for microscopic examination (synovial tissue 
biopsy). 

4. Appearance of the monthly scientific publication Bulletin on Rheumatic 
Diseases published and distributed without charge by the Arthritis and Rhev- 
matism Foundation. Circulation over 20,000. Reaches medical students and 
physicians in America, Europe, Australia, Asia, and Africa. 

5. Appearance of Manual on Arthritis Clinics which establishes exact diag- 
nostic criteria for every type of arthritis and rheumatism. Adopted by the 
American Rheumatism Association and published by the Arthritis and Rheu- 
matism Foundation in cooperation with the National Institute of Arthritis and 
Metabolic Diseases. 

6. Two revisions of Primer on Rheumatic Diseases by the American Rheuma- 
tism Association, bringing the medical student and physician up to date on 
newer concepts of these diseases. 

Cortisone, hydrocortisone, and ACTH 

1. Synthesis of cortisone achieved, 

2. Synthesis of radioactive cortisone and hydrocortisone which makes possible 
detection and measurement of minute amounts of hormone in blood, urine and 
tissues. 

8. Discovery of striking clinical effects in rheumatoid arthritis, rheumatic 
fever, gout and lupus erythematosus. 

4. Discovery of important influence on growth of connective tissne. 

5. Knowledge of metabolic and physiological changes induced by these hor- 
mones. 


Rheumatoid arthritis 

1. Discovery of new diagnostic blood test for rheumatoid arthritis. 

2. Discovery of special type of heart and blood vessel disease in rheumatoid 
arthritis. 

3. Development of ingenious methods for rehabilitation of disabled rheumatoid 
cripples. 

4. Evaluation of new antiarthritic drug, phenylbutazone, effective in treat- 
ment of rheumatoid arthritis, especially when the spine is involved. 

5. New and more satisfactory procedures for surgical reconstruction of de- 
formed joints. 

6. Reevaluation of gold compound in treatment of rheumatoid arthritis. 

7. The natural clinical course of rheumatoid arthritis—charted for the first 
time. 

8. Knowledge of hereditary factors concerned in rheumatoid arthritis and 
spondylitis. 

9. Analysis and clarification of psychological factors concerned in precipitating 
or aggravating episodes of rheumatoid arthritis. 

10. Experimental production of subcutaneous nodules, a characteristic feature 
of rheumatoid arthritis and rheumatic fever. 

11. Adoption by the American Rheumatism Association of uniform nomen- 
clature, classification and grading of therapeutic results obtained in rheumatoid 
arthritis. 


Gout 

1, Discovery of a relatively nontoxic drug, benemid, which effectively reduces 
the excessive uric acid content of all tissues in a gouty patient. For the first 
time in the history of medicine a method is available for causing the disappear- 
ance of harmful uric acid deposits (tophi) from vital structures. 
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9. Discovery of a drug, phenylbutazone, which reduces the uric acid content 
of the blood and quickly terminates acute attacks of gouty arthritis. 

8. Development of precise methods for measuring the body’s uric acid content 
and tracing the synthesis and breakdown of uric acid in normal persons and 
patients with gout. 

4, Knowledge as to the nature of the inborn error of purine metabolism in 


gout. 
5. New concepts of the nature of the hereditary factors concerned in the in- 


cidence of gout. 


Osteoarthritis 

1. New and more satisfactory surgical procedures for reconstruction of hip 
joints destroyed by osteoarthritis. 

2 New knowledge concerning metabolic changes in cartilage of joints which 
precedes and promotes aging process characteristic of osteoarthritis. 

3. Analysis of role of hereditary factors in development of osteoarthritis. 

4. Discovery of role of certain hormones and dietary factors in osteoarthritis 


in experimental animals, 
Arthritis caused by microbial infections 

1. Effective antibiotic therapy has controlled bacterial infections to such an 
extent that microbial invasion of joints from remote foci of infection has become 
rare. 

Connective tissue 

1. Description of ultramicroscopic structure of connective tissue fibers as seen 
by electron microscope. 

2. Description of complex chemical nature of ground substance in which con- 
nective tissue fibers are embedded. 

3. Development of special dyes which selectively stain certain components 
of normal and pathological connective tissue fibers and ground substance and 
thereby identify the chemical nature of these structures (histochemistry). 

4. Discovery of biochemical requirements for synthesis of connective tissue 
fibers. 

Collagen diseases 

1, Discovery of diagnostic test for lupus erythematosus, a fatal disease of 
heart, kidneys, blood vessels, connective tissue and joints which heretofore was 
frequently unrecognized and undiagnosed. 

2. Production of changes in blood vessels and connective tissue of experimental 
animals which closely resemble lesions observed in collagen diseases. 

3. Description of chemical nature of changes in blooG vessels, connective tissue 
fibers, and ground substance encountered in collagen diseases. 

4. Revision and clarification of clinical concepts of the diseases included in this 
group and their interrelationship. 


F. PROBLEMS AND NEEDS RELATED TO FUTURE PROGRESS 


Although medicine and public health may be moderately proud of 
the progress made since the organized attack on arthritis got under- 
way a few short years ago, the overall problem itself is so immense, 
so diffuse, and has so many facets that it is obvious there can be no 
quick, easy, or single solution. The demands of the situation call for 
continued and augmented effort, for unceasing diligence, thorough 
and competent research, improved medical instruction reaching more 
and more students and physicians, more laboratory space, and in- 
creased amount of effective public education—the list of needs is long. 
To be more specific : 


Expanded research effort 

The need for new knowledge in the medical sciences is most pressing. 
We need to know more about the structure, composition, and Finetione 
of human and animal tissues, especially connective tissue. This calls 
for scientists skilled in biology, biophysics, biochemistry (especially 
enzyme chemistry), endocrinology, and clinical medicine. 
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It should be emphasized that it is essential that scientists drawn 
from these disciplines must work closely with the clinical investigators 
who have first-hand familiarity with the gaps in our knowledge. The 
direction, the goals, the needs must be defined by the physician who 
faces the responsibility of controlling these recalcitrant diseases. On 
the other hand, the exploration of the unknown, the discovery of 
enzyme systems involved in the mechanism of certain diseases, the 
development of new and precise analytical, chemical, and physical 
methods, the exact nature of hormonal imbalance must be worked 
out in the laboratory. But always there must be the closest possible 
integration of efforts and interchange of ideas between the Mivician 
and the laboratory worker. 

One of the stumbling blocks which must be overcome relates to 
laboratory animals. Much basic medical research depends heavily 
upon experiments with small animals. In the field of arthritis, animal 
research has been hampered by the fact that rheumatoid arthritis does 
not occur naturally in laboratory animals, and an effective method 
for inducing this type of arthritis in them has not yet been found, 
although some encouraging results of a preliminary nature have been 
reported. Much work remains to be done in this important basic 
area. 


More clinical studies 


Clinical studies of victims of arthritis needs greatly to be expanded. 
There are many unanswered questions. Why are some persons sus- 
ceptible, some not? What are the effects of diet, environment, per- 
sonality, hormone functions, heredity? What causes the various 
types of arthritis? What actually happens in the body when rheu- 
matoid arthritis strikes—what conditions might be the precursors of 
an attack? If we can find the answers, then perhaps we can find 
ways to reverse or stop the course of events which lead to an attack. 


The tissues involved in the rheumatic diseases— 
said Dr. Charles Ragan in his statement to the committee— 


have been studied extensively but we still know relatively little about their 
characteristics. This is arduous work, requiring a great deal of basic funda- 
mental training, experience, and equipment, but, in the last 5 years our know). 
edge of the collagens and the complex sugars of the connective tissues has 
progressed rapidly. The mingling of these chemical and physical studies with 
those of hypersensitivity presents a great challenge. There is a theory that 
the reaction ending in the disease state is initiated by a component of this 
tissue and is perpetuated through the mechanisms of sensitivity. 


Cause not known 


* * * These (rheumatic) diseases are peculiar in that they show inflamma- 
tion without known cause, such as bacteria, a virus, or a known antigen- 
antibody reaction. Many of the agents which are used for the control of these 
diseases—aspirin, cortisone and phenylbutazone—have properties which permit 
them to be called anti-inflammatory; in other words, they counteract inflam- 
mation. Two possible advances might emanate from such studies. The first, 
better agents to control inflammation might be discovered. The second, and 
to me more important in the long run, a more detailed knowledge of the inflam- 
matory reaction might be obtained whereby we might deal with this reaction 
in the disease state with more knowledgeable assurance and hence with less 
chance of error. 

On the clinical plane more studies are needed to determine, if possible, the 
factors which may be blamed as precipitating ones. If these can be pinpointed 
and eliminated, much could be done to control the disease. 
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Continued application and further refinement of the present methods of man- 
agement of these diseases should bear fruit since no one can, at present, with 
assurance, outline an ideal method of utilizing existing therapeutic agents. The 
lack of unanimity concerning their application bespeaks both their inadequacy 
and our lack of complete knowledge concerning their exploitation. 

[In summary, then, there are pathways through which our present knowledge 
may be extended and amplified with the hope that ultimately this group of 
diseases may be controlled, and, once their causation is more clearly understood, 
cured, or prevented from developing. The problems are there, but the great 
deficiency at present is men trained in the needed disciplines, who must be 
enlisted from the predoctoral and postdoctoral students in the basic sciences and 
in medicine. 


Epidemiological studies needed 


Another area for inquiry involves the sociological question—the 
effect of arthritis on society as a whole. What is the role of environ- 
ment in arthritis? When millions of our citizens are suffering from 
this disease it is bound to have an effect upon us all—economically 
and sociologically. Just what are these effects? 

We also need to know, more specifically than we do, more about the 
extent of the rheumatic diseases among our people. Epidemiological 
studies are indicated. What we know about the prevalence of the 
rheumatic diseases is based upon rather limited and comparatively 
crude data. This must be remedied. 


Medical education and training 


Because for years there was little that medicine could actually do 
even to relieve, let alone cure, those who suffered from rheumatic 
diseases, both the medical profession and the public came to regard 
them as something you sort of “had to learn to live with.” This 
apathy still persists, although to a more limited degree. It is diffi- 


cult, in many quarters yet, to arouse interest in the problem. Medical 
schools still do not provide adequate instruction in the rheumatic dis- 
eases to either undergraduate or postgraduate students. Curricula 
are already crowded with other subjects. The schools lack adequate 
instructors and adequate space for research laboratories, clinical in- 
vestigations, and training. They must be stimulated and helped. 
Better and more teaching and specialized training must be provided. 
This can be done by making grants to medical schools. 


Construction needs 


Funds for construction of laboratory, training, and clinical facili- 
ties must be made available to the medical schools which are in des- 
perate need financially. 

Pointing up the pressing needs in the areas of medical education, 
training, Shi beektoey facilities, Dean Currier McEwen, in his state- 
ment to the committee, said : 


The advances that have been made both in patient care and in research in 
the past few years are great, but we must accept the sobering realization that 
this progress has been too much dependent on far too small a number of indi- 
viduals. The whole membership of the American Rheumatism Association, 
which includes most physicians in the United States who have a special interest 
in the rheumatic diseases, totals less than 800 or approximately 1 to each 165,000 
of the population. Moreover, the facilities and the skills necessary for first- 
class clinical and laboratory investigators in arthritis and rheumatism are woe- 
fully inadequate. This is a deficiency which can be easily overlooked because of 
the quality of much of the work which has been done; but even the most cur- 
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sory comparison with the research opportunities in other branches of interna) 
medicine shows how true it is. 

The crux of the matter is that although the quality of work in the rheumatic 
diseases has improved enormously in the past 25 years, the number of trained 
workers has increased very slowly. 

* * * Primarily, I believe, the cause can be traced to our medical schools: 
for in not more than half a dozen of them are there now full-time faculty men. 
bers and facilities devoted to the study of rheumatic diseases comparable to 
those which would be taken for granted in practically every medical school in the 
country for work in such other important diseases as cancer, diseases of the 
heart, nephritis, and the like. These are, of course, in many schools very capable 
men caring for patients, teaching and carrying out clinical studies on a part. 
time basis; but in modern medical education it is the full-time faculty member 
who influences the student the most, just as it is the full-time men who attract 
research grants. Thus, the eager young potential investigator in student bodies 
throughout the country make scientific attachments as undergraduates or as 
interns which lead them to careers in cardiology, hypertension, diabetes, and 
other branches of internal medicine in their later years but rarely to clinical or 
research careers in arthritis and rheumatism. 

One may well ask why it is that the rheumatic diseases have so few full-time 
disciples among the faculties. The answer, I believe, is easily found if one con- 
siders the development of modern American medical education. As the period 
of the proprietary schools came to an end and funds began to be available for 
medical schools through their parent universities, the first departments to be 
developed were those of the basic sciences. Only much later did similar support 
become available for the clinical departments, and the meager funds at hand 
were, quite naturally, used to exploit those fields of internal medicine which were 
currently important, such as infectious diseases which the work of the French 
and German bacteriologists had placed on a scientific basis, and cardiology which 
was flowering under the stimulus of the English and Dutch clinicians and phys- 
iologists. Little by little, as the budgets of medical schools expanded, a nucleus 
of full-time men took their places in departments of medicine, and, of course, the 
fields from which they were recruited were those of current scientific advance 
and interest. Unfortunately, the rheumatic diseases have been late in reaching 
scientific maturity. The reasons are many, but the practical point of the matter 
is that now that one might expect to see the gradual development of the rheumatic 
diseases as a major component of the country’s departments of medicine, the 
budgets of the schools are so strained that the addition of personnel and facil- 
ities through university support is a very remote possibility. In the course of 
time, as vacancies develop in teaching staffs, one can now expect that a reason- 
able share of the places will be filled by men with special interest in the rheu- 
matic diseases. This process, however, will require many years before it begins 
to pay dividends in the form of a rapid increase in the number of investigators 
and clinicians. 

I submit that the only possible answer lies in the provision of new funds to sup- 
port the work of the medical schools in the rheumatic diseases. Ideally this 
would be in the form of gifts to endow salaries and to construct the vitally needed 
laboratories. Unfortunately, however, gifts and bequests of the size required are 
unlikely to solve the problem in very many institutions. In this situation it is 
earnestly to be hoped that Congress will appropriate the funds needed to enable 
the United States Public Health Service to make teaching grants and construc- 
tion grants in the field of arthritis and rheumatism. Such grants have been of 
incalculable benefit in cancer, diseases of the heart, and mental diseases, in which 
at least moderately adequate facilities already existed. They would be of even 
greater benefit in the case of rheumatic diseases because of the almost complete 
lack of existing teaching funds and laboratory facilities in that field. The grants- 
in-aid of research and the traineeships and fellowships which the National Insti- 
tute of Arthritis and Metabolic Diseases, the Arthritis and Rheumatism Founda- 
tion, the Masonic Foundation for Medical Research and Human Welfare, and 
other agencies have provided in recent years have been of the greatest aid. In 
addition to these forms of support, however, there is urgent need for teaching and 
construction grants to the medical schools if we are to overcome the present 
bottleneck of insufficient numbers of young physicians entering the ranks each 
year to carry on the fight against these diseases which are the greatest cause of 
disability in our Nation today. 
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In answer to a question as to which activity was most important— 
research grants, traineeships, fellowships, teaching grants, or con- 
struction grants—Dr. McEwen said: 


I think it is in some sense like deciding which one of the wheels of an automo- 
bile you are going to leave off. It is awfully difficult to say whether the front 
left wheel is more important than the right front wheel, and so on. You 
need to have a balanced and smoothly operating machine. Certainly, the needs 
of research are tremendous * * *. I, nevertheless, emphasize—I hope properly— 
the fact that even today, and although there is no doubt about the fact that there 
is a shortage of trained people to work in this field—even today, the National 
Institute of Arthritis and Metabolic Diseases receives applications for more 
worthwhile projects than their present research funds can take care of * * *. 

I am deeply concerned by the immediate bottlenecks which do exist, especially 
in the teaching area, with the shortcomings there, but I have great admiration 
for the way in which the problem is being tackled by the National Institute of 
Arthritis and Metabolic Diseases, and I have great optimism about what can be 
done in making these diseases, so far, incurable for the most part, curable in 
the future, and no longer such a threat to our country. 


Guidelines for the future 

The national attack on arthritis and its related rheumatic diseases, 
fully organized for only 3 years, has brought about tremendous ad- 
vances in our knowledge of, interest in, and ability to do something 
about this group of vicious, disabling chronic afflictions. ee now, 
after centuries of neglect, is real progress being made. Although these 


diseases annually afflict millions of our citizens, it is only recently that 
they have been accepted as a medico-socio-economic problem of the 
first magnitude. 

We are now at the point where the future holds promise of great 
gains; at the interim point where the momentum gained within the 
past few years may be applied with greatest effect to bring out early 
answers to the problems which still 


lock the discoveries which will 
solve the ultimate riddle. 

The goals are not within easy reach, but they are far closer than 
they were just 5 years ago. ‘There is every reason to believe that, 
profiting from, and building upon the progress made to date, the day 
will soon some when arthritis and its cousins will no longer constitute 
the most common major chronic affliction of mankind. 

No feeling of complacency is justified, no rash claims can be made, 
no easy predictions put forward, however, for the sum total of our 
knowledge, our facilities, and our trained manpower, while consider- 
able and effective, still has grievous gaps. 

The advice and recommendations provided to the committee by its 
panel of experts in the rheumatic diseases indicates that, to consoli- 
date the gains won in the past few years, to capitalize upon the 
resurgence of public and professional interest in the problem of 
arthritis and rheumatic disease, and to follow through effectively 
upon the leads which have been developed by research, these are basic 
requirements : 

1. Sustained and augmented support of fundamental and 
clinical research. 

2. Sustained and augmented support for research fellowship 
and traineeship programs. 

3. Establishment of a program providing for teaching grants, 
to provide funds to medical schools for the support of teaching 
programs in the rheumatic diseases. 
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4. Establishment of a program of construction grants to pr 
vide laboratory facilities for the training of students. 
Witnesses pointed out that the program of the National Institut; 
of Arthritis and Metabolic Diseases, most effective as far as it goes, 
does not provide for either teaching or construction grants, whic! 
have been demonstrated to be of great value in the hee art disease and 
eancer programs. In the rheumatic-disease field, it was pointed out, 
enehi grants would be even more valuable, for trained eae ree i in 
this area is the real up-coming bottleneck, a substantial obstacle 
further progress. 





Shortage of clinicians 

It was also pointed out that despite the several gaps in our know! 
edge concerning these diseases, more is now known than is being 
applied in pr actice. Major reason is the shortage of well-trained 
clinicians. There are less than 800 members of the American Rheu 
matism Association, the only professional organization with special 
interests in that area. 

Not only is there a dearth of physicians trained in the field, but the 
supply of qualified research personnel is inadequate relative to the 
importance of these diseases. 

The consensus, then, is that there now exists the machinery and thie 
leadership for a really effective attack on medicine’s most neglected 
major-disease entity and that a good start has been made in the battle 
against it, but that there is need for continued and augmented effort 
to push beyond the presently existing frontiers of knowledge. 





oO pro- 


stitute 


; £0es, 
Which 
se and 
cl out, 
ver in 
cle ti 


nowl- 
being 
‘alned 
Rheu- 


pecial 


ut the 


o the 


id the 
lected 
battle 
effort 


CHAPTER IX 
DIABETES 
A, SUMMARY 


Testimony presented before the committee developed the following 
information concerning diabetes mellitus: 

It is estimated that at least 2 million people in the United States 
have diabetes—or 138 of every 1,000. Of these 2 million, about 1 mil- 
lion do not know they have the disease. 

Diabetes is found most frequently in persons over 40 years of age, 
in those who are overweight, or in those who have a history of diabetes 
inthe family. It may, however, occur at any age—about one-fifth of 
all diabetics are under 45 years of age, nearly one-half are between 
{5 and 64, and about one-third are 65 and over. About 3 out of 8 
known cases are male, 5 out of 8 female. 

Among chronic diseases that. cause death in adults, only cardio- 
vascular diseases and cancer exceed diabetes. 

The discovery of insulin in 1921 gave us an effective method of 
controlling severe diabetes, and since that time much progress has been 
made in combating the disease. 

The most effective method of preventing complications and pre- 
mature deaths from diabetes is early detection. In recent years, in- 
creased awareness of diabetes and increased case finding have been 
major projects of the American Diabetes Association (a voluntary 
organization) and the United States Public Health Service. 

The American Diabetes Association conducts an extensive year- 
round program to find as many as possible of the million unknown 
diabetics. This program is highlighted each fall by Diabetes Week, 
when communities throughout the United States are encouraged to 
participate in case-finding programs. The association also carries 
on continuing programs of professional and public education. One 
of its major functions is the support of summer camps for diabetic 
children. 

The United States Public Health Service is concerned with research 
designed to answer some of the questions about diabetes, the develop- 
ment of techniques and materials for professional and patient educa- 
tion, and professional consultation to State and local health 
departments. 

With nationwide attention increasingly focused on the disease, it is 
hoped that complete control of diabetes and prevention of its crippling 
complications may, eventually, be fully realized. 


B. WHAT IS DIABETES ? 


Diabetes mellitus, or sugar diabetes, as it is commonly called, is one 
of the oldest diseases known to man. It is a chronic disease, in which 
the body’s funetion of turning starch and sugar into energy is dis- 
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turbed. In diabetes, sugar from the food we eat accumulates exces. 
sively in the blood. It is not burned to produce the heat and energy 
necessary for normal function. The body is able to burn sugar or store 
it for future use because of the presence of a secretion called insulin, 
This is liberated into the blood stream by special cells in the pancreas, 
a gland located just behind the stomach, Diabetes is caused when the 
body does not manufacture enough insulin or cannot make proper 
use of the insulin produced. 


C. THE HUMAN AND ECONOMIC BURDEN 


Diabetes is most frequently found in persons over 40 years of age, 
in those who are overweight, or in those who have a history of diabetes 
in the family. How many people have diabetes is not exactly known 
because there is no systematic akaine for collecting data of this kind on 
a national scale. However, it is estimated that there are at least 2 
million people in the United States with diabetes, or 13 out of every 
1,000. St the 2 million persons with diabetes, about 1 million do 
not know they have it. Because the disease is often without symptoms 
at onset, it may remain hidden for many years before being detected 
through a routine test for sugar. 

Although diabetes is most frequently found in midde-aged and older 
people, it may occur at any age. It affects both men and women, and 
is found in all parts of the world. About one-fifth of all diabetics are 
under 45 years of age, nearly half are between 45 and 64, and the rest— 
about one-third—are 65 and over. Males account for about 3 out of 
8 known cases, and females for about 5 out of 8. 

The prevalence of the disease, as judged by death rates, appears to be 
higher in this country than anywhere else in the world. Among 
chronic diseases that cause death in adults, only cardiovascular 
diseases and cancer exceed diabetes. In 1952, approximately 25,000 
persons died as a direct result of diabetes, and this represents only 
about half of all deaths among diabetics each year. The difference lies 
in the fact that many diabetics do not die of the disease itself, but 
rather of complications, chiefly diseases of the heart and circulatory 
system. 

Usually diabetes becomes serious when the diabetic does not know 
of his condition, or when he allows the known condition to get out of 
control. If this happens, it can lead to a number of complications, 
including hardening of the arteries, heart disease, kidney disease, 
neuritis, gangrene of the legs and feet, and blindness. These complica- 
tions are the major causes of invalidism and death among diabetic 
patients. 

Because one or more of these complications so often develop as a 
result of diabetes, the economic cost of the disease to the Nation is 
very considerable. From various studies conducted in the United 
States, it is estimated that 368,000 life-years were lost in 1952 because 
of premature deaths from diabetes. Of these, over 100,000 were in 
the most productive period of life—the ages 15 to 65. Prevention of 
premature deaths between these ages alone would mean an increase in 

the gross national income of more than $150 million (assuming that 
half the man-years saved would be income producing). 

In the National Health Survey conducted in 1935-36, diabetes 
ranked 11th among the chronic diseases in the number of days lost 
































“7 





HEALTH INQUIRY 177 


from work or other usual activity. It was further estimated that 
nearly 35,000 persons were invalids because of the disease. And these 
figures are considered much lower than those prevailing at the present 
time. 

Because diabetes is most prevalent in people over 40 years of age, 
and since this part of our population is growing in size from year to 
year, we can continue to expect an increase in the cost of diabetes 
to the national economy. One bit of evidence on the cost of diabetes 
to the country in public-medical care and public-welfare service is 
found in figures from the Veterans’ Administration for 1952. In that 
year, over $800,000 a month was paid to veterans because of diabetes. 
‘ Since the discovery of insulin in 1921, much progress has been made 
in treating diabetics and in maintaining their satisfactory health. 
Perhaps one of the greatest medical finds of all time has been the dis- 
covery of insulin. Surely, for the diabetic, it is the most noteworthy. 
Before the use of insulin, truly effective methods for controlling severe 
diabetes were lacking, and death from the disease was high. Diabetic 
children and young adults in most instances lived less than a year 
after the condition developed. The discovery of insulin has dras- 
tically reduced deaths in the younger age groups. 

Today, almost all cases of uncomplicated diabetes can be well con- 
trolled a proper use of diet and insulin, Diet is an essential part of 
treatment in all cases; insulin, in addition to diet, is necessary in 
50 to 60 percent. 

The average cost of medical care for the diabetic patient cannot 
be fully tabulated. It has, however, been estimated that a person 
with well-controlled diabetes, who requires only a small dosage of 
insulin each day, will need a minimum of $13.50 a month for insulin, 
diet, equipment, and medical care. For the country as a whole, then, 
this would mean that a total of $150 million above usual living ex- 
penses is required each year by our known diabetic population. And 
this does not include costs for hospitalization or expenses resulting 
from the other complications that may arise with diabetes. 

We have tried to estimate the cost of diabetes in dollars and cents 
to the patient and to the country as a whole. But what of the daily 
family and personal cost which can never be measured ? 

The diabetic patient faces frequent hospitalization for crises and 
complications. He is often unable to find employment because of his 
disease. It is more difficult for him to obtain life and health insurance. 

The diabetic patient is restricted to special diets that cannot be based 
on low-cost carbohydrate foods. 

Since insulin must be taken daily in more than half the cases of 
diabetes, the patient or some member of his family must learn to ad- 
minister it. 

The diabetic is susceptible to visual impairment often leading to 
blindness. He must follow rigid precautions to avoid insulin shock. 

And the diabetic is faced with anxieties associated with childbear- 
ing. Sterility, miscarriage, early fetal death, and stillbirth are more 
common among diabetic women than among normal ones. 

An understanding of diabetes and full cooperation between the 
patient and his physician are probably more important in the success- 
ful treatment of diabetes than in almost any other disease. Although 


the condition of undetected and untreated diabetes can become ex- 
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tremely serious, the patient who knows how to care for himself and 
is willing to follow his doctor’s instructions to the letter stands a good 
chance of living a reasonably long and active life. 


D. THE NATIONAL ATTACK ON DIABETES 


Before the patient can be put under medical care, his condition must, 
of course, be diagnosed. In recent years increased awareness of dia- 
betes and increased activity in case finding have been major projects 
of the American Diabetes Association and the United States Public 
Health Service. 


The American Diabetes Association 

An extensive year-round program is being conducted by the Ameri- 
‘an Diabetes Association to find as many as possible of the undiscoy- 
ered diabetics—estimated to be at least 1 sbillicen= cand to bring them 
under medical care. The program is highlighted each fall by Diabetes 
Week, when extensive publicity campaigns are conducted in communi- 
ties throughout the United States to encourage their populations to 
take part in the testing. In each locality the diabetes detection drive 
is carried on with the help of many civic organizations and labor, 
business, and school groups. 

The American Diabetes Association is a nonprofit organization com- 
posed of some 1,800 professional members. It was organized by a 
group of physicians interested in the problems of diabetes, and it aims 
toward improving the general welfare of the diabetic. In addition to 
its case-finding activities, the association carries on many projects con- 
cerned with diabetes. Among these is an interchange of knowledge 
and information about the disease among physicians. In this phase of 
its program the American Diabetes Association seeks to widen the 
knowledge of diabetes among physicians and to keep them abreast of 
developments in treatment and research. Naturally, the diabetic pa- 
tient benefits greatly from this type of informational exchange. 

Another part of the association’s program is patient education. 
Much of the diabetic’s success in controlling his diabetes depends 
largely on his understanding and his adherence to a medical routine 
orescribed by his physician. Forecast is a magazine published and 
disteabuted by the association, and often includes articles by patients 
describing their own experiences. The magazine not only explains 
certain factors in diabetes, but encourages the patient to adhere to his 
strict formula. 

Still another function of the American Diabetes Association is its 
support of camps for diabetic children. Most of these camps are oper- 
ated by local affiliates and are held each summer throughout the United 
States. The camps show the diabetic child how to take care of himself 
properly in an atmosphere of outdoor life and fun. 


The United States Public Health Service 


While the American Diabetes Association gives assistance to physi- 
cians caring for diabetics and to diabetics themselves, the United States 
Public Health Service is concerned, for the most part, with research 
that may answer some of the questions about diabetes, development of 
techniques and materials for professional and patient education, and 
consultation to State and local health departments. 
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E. PROGRESS AGAINST DIABETES 


The United States Public Health Service has two units primarily 
concerned with diabetes. Through research grants and intramural re- 
search, the National Institute of Arthritis and Metabolic Diseases has 
contributed to significant recent advances in the study of diabetes, 
including an increased knowledge of the relationship of the endocrine 
organs to carbohydrate metabolism, a method for the testing of the 
amount of insulin in the blood, the development of a strain of heredi- 
tarily overweight mice (valuable in research on the inheritance of dia- 
betic tendencies), the development of modified forms of insulin, and 
the demonstration that the growth hormone secreted by the pituitary 
land is related to the development of diabetes. Investigators are now 
concerned with the difficulty of controlling diabetes with insulin in 
some patients, the influence of diet on diabetic acidosis, the measure- 
ment of smal] amounts of insulin in blood, the relationship between the 
central nervous system and the control of the level of blood sugar, and 
the metabolism of sugar in the body in both health and disease. 

One of the outstanding accomplishments has been the devising of a 
highly sensitive method for the assay of insulin in blood. 

The Division of Chronic Disease and Tuberculosis is concerned for 
the most part with studies relating to the occurrence and distribution 
of diabetes, the number of cases of the disease, and the number of 
deaths from the disease; investigations of methods and techniques of 
detection, diagnosis and patient education; the provision of training 
courses for professional public health personnel, and the provision of 
professional consultation to State and local health departments in 
public health aspects of diabetes. 

The Public Health Service diabetes epidemiological study was 
started in Oxford, Mass., in 1945. This continuing investigation is 
intended to gather information concerning the extent of the disease, 
and to study factors associated with identification of the prediabetic 
state. This study has provided the basis for our estimate of the 
amount of diabetes in the United States. 

Research in methods and techniques of diabetes detection has re- 
sulted in the development of rapid, economical blood glucose tests 
which make possible the examination of large numbers of people in a 
relatively short time. With modification, the tests are also practical 
for use in the physician’s office. The Hewson Clinitron (developed 
under Service auspices, to make possible the automatic testing of large 
numbers of blood specimens) makes feasible blood examinations in 
community-wide diabetes case-finding programs. 

Studies of techniques of preserving blood samples have also been 
done by the Service. The use of blood preservatives allows shipment 
and storage of blood without deterioration, which permits the exam- 
ination at a central laboratory of blood specimens collected in case- 
finding surveys. 

Continuing studies are being done in the evaluation of the relative 
efficiency of urine, blood glucose, and glucose tolerance tests. 

Since the patient plays an important role in the treatment of dia- 
betes, it is essential that he be familiar with his disease. It has been 
estimated that he needs at least 10 hours of instruction in order to care 
for himself properly. He must be trained to recognize symptoms of 
diabetic acidosis (which can lead to coma) and insulin shock, know 
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how to administer insulin to himself, be able to follow his diet, and 
give his feet proper care. 

In order to meet the educational needs of the patient, the kit, Taking 
Care of Diabetes, was cooperatively produced by the American Diy 
betes Association, the American Dietitic Association, and the Servic 
The kit contains film strips, recordings, posters, and booklets for th, 
use of physicians and other professional personnel in individual and 
group education of diabetic patients. Six food exchange lists de- 
veloped by the same group are used in teaching the patient how to pla 
his meals in such a way as to achieve variety 1n his diet. The six lists 
free the patient from the task of food weighing, and give him some 
dietary freedom with safety. 


F. FUTURE PROGRESS 


Diabetes may be accelerated by events or forecast by things of which 
we yet know little. These must be found. For example, it has re- 
cently been shown that in some women pregnancy creates such a stress 
that tests used during pregnancy may warn of the later development 
of diabetes in the mother and future trouble for the child. 

The direct and predisposing causes of diabetes and its complications 
are not known. 

The relationship between good control of diabetes and the preven- 
tion of its complications must be more certainly fixed. We must de 
termine what constitutes control good enough to prevent complications 
Many of those complications seem to be disorders of fat metabolism, 
and low-fat diets may offer a means of preventing them. 

The varying degrees of response to treatment among diabetics have, 
in addition to other factors, led to the strong suspicion that there may 
be more than one cause of the disease. Proper interpretation of those 
factors increases the probability of our finding more precise methods 
of prevention, diagnosis, and management. 

Many mild diabetics are missed by ordinary detection methods, and 
intensive studies of the various methods of finding the disease must 
be made. Current detection and diagnostic methods are imperfect in 
a large number of borderline cases. The types of tests to be used, the 
best time for performing those tests, the levels considered to be posi- 
tive, should be further evaluated in terms of cases missed and in terms 
of nondiabetics considered positive in detection programs. 

We must investigate the many psychological factors that may keep 
the diabetic patient from accepting the implications of the disease. 
Knowledge of those factors is essential in educating the patient in the 
management of diabetes. 

And we must study patients under various kinds of treatment, so 
we can find the best methods of treatment. 

In spite of the fact that the cause of diabetes is not completely 
known, and in spite of our lack of answers in a number of areas, we 
have sufficient knowledge to gain effective control of diabetes if it is 
found in time. The most important measure known today in prevent- 
ing the crippling complications and the premature deaths caused by 
diabetes is early detection. The earlier we find the diabetic patient, 
the better are our chances of controlling his condition. 

The person who knows that he has diabetes, who understands the 
disease, and who works with his doctor on a systematic plan of diet, 
exercise, and insulin will be able to control his diabetes and live a 


happy and full life. 
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CHAPTER X 
TUBERCULOSIS 


A. SUMMARY 


Testimony before the committee disclosed that, despite our tre- 
mendous advances against tuberculosis, this communicable disease 
continues to menace the public health of the Nation. 

A summary of the information presented before the committee 
follows. It reveals that tuberculosis is still among the 10 leading 
causes of death in the United States; that its living victims number 
1,200,000; and that, in terms of human misery and economic loss, 
its burden on the individual and his family, on the community and 
the Nation, is devastating. 

It depicts the nature and scope of the public and private endeavors 
in the field of tuberculosis control and demonstrates that the partial 
success we have achieved is but the result of the mobilization of the 
resources of National, State, and local health departments, tubercu- 
losis associations, professional societies, and hospital groups, working 
individually and cooperatively, 

It delineates some of the scientific discoveries responsible for our 
accomplishments in the field of tuberculosis control, especially those 
recent ones that resulted in improvements in diagnosis and treatment 
of the disease. 

It spotlights the many problems and stumbling blocks that lie be- 
tween us and our goal of total eradication of tuberculosis, and estab- 
lishes guideposts for future programs. It emphasizes the necessity 
of continuing research into the unknowns of tuberculosis and of de- 
vising methods of applying the vast amount of information we already 
have accumulated. It stresses the fact that this will require more 
trained workers, more facilities, and more money than are now 
available. 

It warns that if we are to achieve control at all we must continue 
our efforts to find all the cases of tuberculosis, to treat them promptly, 
and to return them to normal living, well and capable of remaining 
well. 

B. WHAT IS TUBERCULOSIS? 


Tuberculosis, one of man’s oldest and deadliest foes, is a com- 
municable disease, spread by a germ—the tubercle bacillus. It usually 
attacks the lungs (pulmonary tuberculosis); but actually it can 
strike the skin, the bones, or any organ of the body; or it can even be 
generalized (miliary tuberculosis). 

Today, generally each new case of tuberculosis in the United States 
comes from an old one. The principal source of the disease is the 
cough of the person who has tuberculosis; the germs, spread through 
the air by a cough, are inhaled by the well person. Another, but con- 
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siderably less significant, source is milk from cows infected with tuber 
culosis. Concerted efforts to eliminate this source of infection haye 
been most successful. 

Many of us have been exposed to the tubercle bacillus at some time 
in our lives, but we have been able to resist its invasion of our bocies 
However, individual resistance varies and conditions such as fatigue, 
malnutrition, and prolonged emotional and physical strain may lessey 
the body’s defense efforts. The factors, too, of age, race, sex, and 
geographic area play an important role in the amount of tuberculosis 
in our population. 

Tuberculosis is an insidious disease that seldom gives any warning 
in its early stage. Sometimes signs like fatigue, loss of energy, indi- 
gestion, persistent cough, are overlooked or ascribed to some other 
condition. When more noticeable symptoms such as exhaustion, 
fever, and perspiration, loss of weight, severe coughing and sputum, do 
appear, then the disease has already progressed beyond the early or 
minimal stages. Discovered in the early stages, the disease is rather 
readily controllable; but when discovered in the late stages, tubercu- 
losis has already had a high degree of fatality. Periodic X-ray 
examination of the chest is one of the simplest means of discovering 
tuberculosis early. 

Tuberculosis is a chronic disease, one which may last for many 
years. Response to treatment is often slow and unpredictable, and 
there are numerous episodes during which the patient seems sud- 
denly to get better or worse for no apparent reason. Frequently, 
there are relapses which result in permanent disability. Over a pe- 
riod of years, tuberculosis was treated traditionally by rest, good 
food, and good hygiene. Later, surgical and medical measures were 
introduced to rest the lungs. Within the past decade three import- 
ant drugs have been used—streptomycin, para-aminosalicylic acid 
(familiarily known as PAS) and isoniazid, Recently, there has been 
great improvement in surgical measures for cutting out the diseased 
portions of the lung. Today, the prospects of recovering from tuber- 
culosis are better than ever before, and are specially bright when the 
disease is found early. 

Although there is as yet no vaccine as effective against tuberculosis 
as Jenner’s is against smallpox, nevertheless tuberculosis can be pre- 
vented by the adoption of simple public-health measures. Through 
early discovery of every case of tuberculosis and proper medical super- 
vision of the infected individuals, the chain of infection can be broken 
and the spread of tuberculosis can be halted. 


C. THE HUMAN AND ECONOMIC BURDEN 


Tuberculosis is a very costly disease—to the patient and his family, 
to the community, and to the Nation. In terms of lives lost, of the 
disaster and dislocation which it imposes on its victims, and of the 
burden which it thrusts upon society generally, tuberculosis has been 
and still is one of the costliest diseases of mankind. 

No estimate can be made of the total toll of lives which tuberculosis 
has taken. Since 1900, while organized efforts have been attempting 
to stem the tide of tuberculosis, more than 5 million Americans died as 
a result of the disease. Yet, despite the stubbornness of the disease, 
organized control efforts have been richly rewarded by steadily de- 
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creasing tuberculosis death rates and steadily diminishing numbers of 
deaths. Between 1940 and 1952, deaths from tuberculosis in this coun- 
iry fell 59 percent, from approximately 60,500 to 25,000; and the death 
rate reached an all-time low of about 16 per 100,000 population for 
1992. 

Although we are succeeding in saving the lives of tuberculosis pa- 
tients (a record which we have achieved through the rapid application 
of new knowledge regarding diagnosis and remanent}, our progress 
has not been so rapid in preventing the occurrence of the disease. 
The number of eases of tuberculosis in this country, although it ap- 
pears to have fallen slightly during recent years, continues at a high 
level. In all, about 1,200,000 Americans—eight out of every thousand 
of us—have the disease in some form, and less than half are known to 
the health departments. Of the 400,000 cases of active tuberculosis 
(i. e., persons in whom the disease is not arrested), about 250,000 are 
known, but the 150,000 others are as yet unidentified. Without proper 
medical and public health supervision, these 400,000 individuals with 
active tuberculosis are actual or potential spreaders of the disease. 
Furthermore, the 800,000 inactive cases of tuberculosis may become 
active again at any time, and thus they, too, are capable of spreading 
the infection unless discovered and placed under supervision. 

In recent years the total number of new cases of pubercubests reported 
to health departments has not changed much from year to year. Ac- 
cording to health department records of newly reported cases, about 
110,000 cases continue to develop each year. Since we know that 


/ many cases go unrecognized and unreported (frequently until death), 


this must be considered a minimum estimate of new cases of tubereu- 
losis in our population. 

Despite the lack of a proved, thoroughly effective vaccine that would 
confer immunity against tuberculosis, the disease can be prevented 
through identification, isolation, and treatment of persons with active 
disease. In a disease which is preventable, the toll of 25,000 deaths 
(1200 of them among children under 15 years of age), of 110,000 new 
cases each year, and of a total of 1,200,000 cases, is both enormous and 
unnecessary. ‘This is given further emphasis by the fact that tubereu- 
losis is still among the 10 leading causes of death in the United States. 

It is difficult to give precisely the total annual dollar cost of tubercu- 
losis. Its implications are manifold and its burden is dispersed 
throughout the community. The cost of dealing with tuberculosis— 
for the individual family within which it strikes, and for the com- 
munity which must cope with its damaging effects—is staggering. 
Income lost to persons ill with tuberculosis totaled about $500 million 
in 1952. In that year, about 250,000 Americans of working age were 
unable to work because of active tuberculosis—more than the entire 
labor force of the crude-oil and natural-gas industries in the United 
States. Moreover, from premature deaths due to tuberculosis in 1952, 
the loss to the Nation is estimated at about $1,500 million worth of 
future production. 

These, however, are the indirect costs of tuberculosis. The more 
direct costs—those which are cash outlays by agencies in every com- 
munity of our Nation and by the Federal Government—are estimated 
at a minimum of $620 million for 1952. Of this total, the Federal 
(Government spent more than $300 million. More than half of the 
$620 million went toward hospitalization of tuberculosis patients. 
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Any estimate of the financial burden which tuberculosis imposes op 
the family would be unrealistic and misleading, since very few families 

‘an bear the cost of the disease by themselves and since most of the 
direct costs are actually borne by the community. However, by taking 
into account the total tuberculosis expenditures in the United States, 
the value of production lost each year, the annual loss of future pp- 
tential earnings, and the number of new active cases in the United 
States, we can estimate roughly that each new case of tuberculosis 
costs the Nation some $30,000 in both direct and indirect costs. 

Such indexes can never reflect the serious distress and dislocatio; 
which are suddenly imposed on a family when tuberculosis strikes one 
of its members—particularly if the victim is the breadwinner or the 
mother of dependent children. The long-continued period of medica] 

‘are almost invariably involved in tuberculosis consumes the accumu. 
lated savings of most patients and their families. And in addition to 
financial problems, these families carry a heavy burden in terms of 
their psychological need for the ill person who is away from home. 
Financial readjustments, lowered standards of living, assumption of 
the wage earner’s role by somebody else, interrupted schooling and 
uprooting of children, are anxieties frequently added to the afflicted 
families. 

The newer methods of treatment are daily yielding sizable life. 
saving dividends. Hence, it is possible to forecast a decrease in the 
number of deaths from Seivelaaie: And we can expect a decline 
in the number of new cases—but that decline will be less immediate 
and less rapid. Thus the dollar cost of tuberculosis will continue 
high for some time to come. 


D. THE NATIONAL ATTACK ON TUBERCULOSIS 


The national tuberculosis campaign is a summation of the efforts 
of National, State, and local health departments, tuberculosis asso. 
ciations, professional societies, and hospital groups—each performing 
its special functions and joining its efforts to those of the other agencies 
to produce the most effective tuberculosis program possible. 

Because tuberculosis is a communicable disease and because of the 
magnitude of the problem it presents, the control of tuberculosis has 
become largely the responsibility of official health agencies. 

Identifying the tuberculosis victims and treating them has entailed 
the expenditure of tremendous amounts of money by tax-supported 
agencies. The voluntary tuberculosis associations have contributed 
through educational programs to bring about an understanding of the 
disease on the part of the public and to obtain adequate support for 
programs of health departments and tuberculosis hospitals. 


Role of State and local governments 


At the turn of the century (when tuberculosis was second only to 
pneumonia as a cause of death) some 20 States were without any 
tuberculosis control activity. A milestone in the fight against tuber- 
culosis was the establishment of the National Tuberculosis Association 
in 1904, branches of which subsequently have been established in 
nearly every State. Gradually State governmental agencies began to 
assume responsibility for the prevention and control of tuberculosis, 
so that by 1950 all States have some tuberculosis service. In 1952 the 
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State and local governments spent more than $250 million on tuber- 
eulosis control activities. About $200 million of this was used for 
hospital care alone. 

State agencies promulgate and enforce State laws, rules, and regu- 
lations for reporting and isolating cases of tuberculosis. They may 
provide subsidies to other agencies in the form of grants, personnel, 
equipment, or supplies. They may offer supervisory and consultative 
services Or may promote local programs of control. They may 
operate sanatoriums, clinics, laboratories, mass case-finding surveys, 
or other features of tuberculosis-control programs. 

Authority in tuberculosis control is usually divided between 2 State 
agencies and sometimes among as many as 5or6. It is not uncommon 
for hospitalization of tuberculosis patients to be considered as com- 
pletely separate from case finding. This situation stems from the 
evolution of the program which began as a sanatorium movement 
under individual boards and commissions, while mass case-finding 
measures developed later under the auspices of public-health agencies. 

Passage of the Public Health Service Act of 1944 gave health de- 
partments a more prominent role among the State agencies. Certain 
regulatory functions are usually delegated to the State health depart- 
ment as is the reporting of tuberculosis cases. In most States, health 
departments either promulgate the laws or advise the legislature re- 
garding them, and develop regulations concerning quarantine, hos- 
pitalization, and employment limitations of persons with tuberculosis. 
Ina few States, in addition to the State health department, the State 
university or other agencies operate State tuberculosis hospitals and 
are responsible for determining and applying admission policies for 
hospitalization at State expense. Moreover, the States’ promotional, 
supervisory, and advisory activities are usually considered functions 
of the State health department. 

linancial assistance from the State includes purchase of care in local 
governmental hospitals or lump-sum payments and loan of personnel, 
equipment, or supplies. Financial support is given for tuberculosis 
clinies, nursing or hospital care, case finding, rehabilitation and other 
types of service. Usually, certain requirements are specified for the 
cooperating institutions obtaining the subsidy, ranging from close 
serutiny of all administrative policies and practices to inspection of 
physical plant. 

When tuberculosis cases are diagnosed, whether by private physician, 
sanatorium, hospital, clinic, or other agency, they are reported to the 
lealth department. The State health department maintains records 
of reported cases, makes statistical tabulations of these cases, and acts 
as a referral center to the local health units concerned with the super- 
vision of individual cases. The United States Public Health Service 
works toward the standardization of reporting and tabulates data 
on tuberculosis cases reported. It also tabulates in considerable detail 
tuberculosis deaths by residence to expedite various epidemiological 
stucies, 

All but one of the States operate laboratories, and some of the State 
universities and large tuberculosis hospitals also maintain laboratories 
which provide services to private physicians, hospitals, clinics, and 
tuberculosis associations. Not all these laboratories are capable of 
performing all the procedures demanded by modern treatment 
methods and diagnosis—looking for the presence of tubercle bacilli in 
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sputum, examining gastric washings, inoculating animals, and testing 
the sensitivity of the tubercle bacilli to the drugs used in treatment. 

Diagnostic and treatment clinics are provided by State agencies, 
Frequently they are connected with the outpatient departments of 
sanatoriums and medical schools. In many areas, State health de. 
partments operate stationary or mobile clinics which offer medica| 
examinations, consultation, treatment, and laboratory services. 

An outstanding recent development in the finding of tuberculosis 
sases has been the use of X-ray on a mass basis. This X-raying activity 
is directed toward the general public or toward special segments of the 
public, for example, admissions to and employees of hospitals and 
institutions, student groups, teachers, contacts of known cases of tuber 
culosis and persons suspected of having tuberculosis. In 1950, it was 
estimated that about 8.6 percent of our population was being X-rayed 
annually. 

Another recent development in public-health practice has been the 
grouping of various tests te screen or detect hidden illnesses. X-rays 
taken for the detection of tuberculosis can also be read for signs of 
tumors and heart conditions. On the visit for the X-ray, additional 
tests may be made—blood samples are sometimes taken for tests for 
syphilis, diabetes, anemia, or other diseases; blood pressure, height 
and weight, and electrocardiographic readings may be taken, and 
sight and hearing may be tested. 

Most States maintain their own tuberculosis hospitals through their 
health departments, boards of control, or similar agencies. In addi- 
tion, State universities, tuberculosis boards, or commissions, depatt- 
ments of welfare and independent hospital boards operate hospitals 
which care for tuberculosis patients. 

Provision of nursing services is another important feature of State 
tuberculosis-control programs. In addition to their supervisory, ad- 
visory and consultative functions, State health-department nurses pro- 
vide some direct care to tuberculosis patients in many of the States. 
They sometimes accompany local public-health nurses on home-teach- 
ing visits, participate in educational workshops, and prepare educa- 
tional materials. They may also act in a liaison capacity with sana- 
toriums, tuberculosis associations, and other agencies. 

Medical social workers serve the needs of tuberculosis patients in 
a number of States. They work in tuberculosis hospitals in State 
welfare or university clinics, provide consultation to local clinics and 
sanatoriums, and maintain relationships for social-service functions 
with other State, local, and voluntary organizations. 

Stimulated by the Vocational Rehabilitation Act of 1948, rehabili- 
tation is also found among the services provided by the States. The 
vocational education agency, sanatoriums, and voluntary tuberculosis 
associations cooperate in providing counseling, recreation, and occu- 
pational therapy. 

Close eee is usually maintained between governmental 


agencies and the tuberculosis associations. This may include joint 


planning, consultation and exchange of funds, equipment, or 
personnel. 

The Federal Government and the National Tuberculosis Association 
are engaged in cooperative studies in the several States. Prominent 
among these studies are analysis of results of surgical procedures for 
resting the lung, clinical trial of new drugs, investigation of BCG 
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(a vaccine named for Calmette and Guerin) as an immunizing agent, 
inquiry into the problem of tuberculosis among the Indians, and de- 
velopment of better X-ray techniques in State and private institutions. 
Role of the Federal Government 

Among the several Federal agencies working in the field of tubercu- 
losis control, the Public Health Service of the Department of Health, 
Education, and Welfare administers programs of technical assistance 
and applied research. The Service’s Division of Chronic Disease 
and Tuberculosis administers a grants-in-aid program. During fiscal 
year 1954, $4,275,000 has been allocated to the States for tuberculosis- 
control activities. This money is used in the States to operate X-ray 

ywrograms and diagnostic and treatment clinics; to furnish public- 
ealth nursing services to patients with tuberculosis and to their 
contacts; to provide medical-social work for tuberculosis patients in 
clinics and hospitals; to provide laboratory services to physicians, 
hospitals, and clinics; to conduct the case supervision necessary for 
a disease which is both chronic and contagious; and to carry on sta- 
tistical and case-reporting activities. The principal determining fac- 
tor in the distribution of these grants is the extent of the tuberculosis 
problem in the State, but consideration also is given to program 
plans to meet the problem. 

Professional and technical services are provided by the Public 
Health Service to the States and, through the States, to local govern- 
ments on all aspects of tuberculosis control. These activities include 
demonstrations in new or improved methods of finding tuberculosis 
patients and keeping them under proper public-health supervision, 
and of operating clinics and training professional personnel. For- 
merly, the Public Health Service gave direct assistance to large metro- 
politan areas in the conduct of communitywide chest X-ray surveys. 
In that cooperative program, the Service took X-rays of nearly 8 
million persons in 25 of our largest communities, uncovering 50,000 
cases 01 previously unknown tuberculosis. 

In addition to aid in providing these services, applied research is 
done on a cooperative basis with non-Federal research organizations 
and institutions and investigators. The work is directed toward prob- 
lems of prevention (chiefly through a study of BUG vaccination) ; of 
early diagnosis; of the manner and extent of the spread of tubercu- 
losis; of the course of the disease; and of treatment techniques, par- 
t:cularly in the field of the newer antituberculosis drugs. The coop- 
erative approach in studies of this sort promotes maximum economy 
of operation and greatest possible productivity. 

BCG vaccination is being widely used abroad in an effort to prevent 
tuberculosis. Amid claims and counterclaims, there is little solid 
evidence of its value and there are wide differences of opinion concern- 
ing this vaccine and its use. A number of groups, including the Pub- 
lic Health Service, are trying to determine the precise value of BCG 
as an immunizing agent. 

The Service has been engaged since 1946 in an investigation of BCG 
and other promising vaccines. The Service’s long-range evaluation 
of BCG vaccination began with a cooperative study among the Ameri- 
can Indians and has been extended to include the populations of sev- 
eral communities, the inmates of several mental and penal institutions, 
and the students of medical and nursing schools. 

442975418 
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Thus far, the following conclusions have been drawn from the 
results of these wide-scale BCG studies. First, a very large propor- 
tion of the tuberculosis that appears in a population during the first few 
years after a vaccination program, evidently occurs in the group who 
would not have been vaccinated because they had already been infect d. 
This implies that mass vaccination, even if BCG is effective, cannot 
be expected to have a large and immediate influence on tuberculosis 
mortality and morbidity rates. The second major point indicates 
why there is still uncertainty about the utility and effectiveness of 
BCG: so little tuberculosis appears among these eligible for vaccina- 
tion, whether or not they are vaccinated. These studies do not indi- 
cate that tuberculosis in this country would be more effectively con- 
trolled by adding mass vaccination programs. Hence, the Public 
Health Service continues to recommend the use of BCG only for 
selected groups with known high risk of exposure to tuberculosis 
infection. 

Research grants, including those for tuberculosis, are made by the 
Public Health Service through the National Institutes of Health. 
Over the past 3 years about $350,000 has been required each year to 
support research projects. Furthermore, from 1947 through 1951, 
the National Institutes of Health furnished some $200,000 worth of 
streptomycin and PAS to therapy evaluation studies in tuberculosis. 
Presently, antibiotics are furnished by the Division of Chronic Disease 
and Tuberculosis to coordinated clinical studies in which this Divi- 
sion has participated. 

In the research grants program 29 separate investigators, in almost 
as many separate places, are performing different types of research 
into various aspects of the tuberculosis problem. The sites of the ex- 
perimentation are mostly in universities, but they also include hos- 
pitals, medical research centers and, in one instance, a whole com- 
munity. The subjects of the research are very diverse. They include 
investigation into the chemistry and structure of the tubercle bacillus, 
the sites where tuberculosis develops, the influence of diet on tuber- 
culosis, the influence of heredity and environment in changing the 
tubercle bacillus’ reaction to drugs, and a search for more effective 
antituberculosis agents. 

The Microbiological Institute of the National Institutes of Health 
is investigating various tuberculosis vaccines, is studying some of the 
factors which might determine why tuberculosis develops more com- 
monly in certain areas of the lungs, and is performing field studies 
of the extent and spread of tuberculosis. 

The Public Health Service is engaged in other activities which also 
aid the tuberculosis control program. Through the mechanism pro- 
vided in the Hospital Survey and Construction (Hill-Burton) Act, 
the Service, in conjunction with the State hospital planning com- 
missions, provides part of the cost of expanding local hospital facili- 
ties, including additions, improvements and new construction for the 
care of persons with tuberculosis. (More than $5 million of Federal 
money was so spent in fiscal year 1952.) Through the Service's 
Division of Foreign Quarantine, aliens with tuberculosis (among other 
diseases and mental conditions) are excluded from entering the 
country. Medical care, treatment, and rehabilitation of tuberculosis 
= are provided in Public Health Service Hospitals to Service 
yeneficiaries. 
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Assistance to tuberculosis control programs is given by other Fed- 
eral agencies. The Office of Vocational Rehabilitation of the Depart- 
ment of Health, Education, and Welfare operates a program of 
technical and financial assistance to States for the restoration of 
handicapped persons to gainful employment. The Bureau of Indian 
Affairs of the Department of the Interior cooperates with the State 
health departments in searching for tuberculosis among the Indian 
population on reservations and operates sanatoriums for the care of 
Indians with tuberculosis. 

The Veterans’ Administration plays an important role in the con- 
trol of tuberculosis among veterans. All admissions to Veterans’ 
Administration hospitals and clinics are routinely X-rayed, as well 
as the personnel caring for these patients These X-rays total 900,000 
each year Analysis of this program shows a decreasing number of 
newly discovered cases among hospital personnel, a fact strongly 
suggesting that early discovery of tuberculosis in the patients has 
notably cut down on-the-job exposure of personnel The same decline 
is being experienced among veterans with service-connected ailments 
who, as outpatients of Veterans’ Administration hospitals, are X- 
rayed when they appear for treatment, unless they have had an X-ray 
within the last 6 months. Within these two comparatively fixed 
groups of employees and outpatients, the incidence of tuberculosis 
is lower than within the population groups in which they live. 

In addition to hospitalization of tuberculosis patients, the Veterans’ 
Administration has engaged in a research program which has re- 
sulted in the development of treatment that has at least halved the 
death rate for tuberculosis in Veterans’ Administration hospitals. 
The earliest studies of the effectiveness of streptomycin and PAS in 
tuberculosis were conducted in the Veterans’ Administration hospitals, 

For the 5 fiscal years preceding June 30, 1952, the Veterans’ Ad- 
ministration spent a total of over $1,128,552,000 on tuberculosis. 
Thirty percent of that total—$339,980,000—represents the cost of 
hospitalization alone. Compensations and pensions amounted to 
$727,768,000 in that period. A comparatively small sum, $867,000 was 
spent on research that yielded rich rewards in improvement in treat- 
ment, and $410,000 was used for educating and training personnel 
in the field of tuberculosis. The total does not include the amount the 
Federal Government spent in insurance payments to dependents, nor 
does it include the amount spent on tuberculosis contracted by 
Veterans’ Administration employees. 

A small portion of the Federal funds is used for direct services in 
education of the general public. Federal participation in public 
education consists largely of consultation and assistance to national, 
State and local groups. Aid to professional education is provided by 
both the Federal Government and the National Tuberculosis As- 
sociation. The National Tuberculosis Association has been active in 
the field of public education since 1904. 


Role of National Tuberculosis Association 

The National Tuberculosis Association, together with its State and 
local associations, is one of the oldest of the voluntary health agencies 
engaged in the control of tuberculosis. The association has hundreds 
of thousands of persons as members, board directors and staff. The 
medical section of the association, the American Trudeau Society, 
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has a membership of over 5,000 physicians. The association is sup- 
ported, almost in its entirety, through the sale of the familiar Christ- 
mas seals bearing the double-barred cross. 

From the beginning, the aim of the National Tuberculosis Associa- 
tion has been to interest as many persons as possible in tuberculosis 
through understanding their local needs and stimulating local action 
and programs. Education of the public has always been and still is 
the basic approach and goal of the voluntary health agency. For this 
reason, 94 percent of the money which is raised by the tuberculosis as- 
sociations remains within the State and only 6 percent (at least one- 
sixth of which is earmarked for research) is sent to the national office 
which serves in an advisory and consultative capacity to State and 
local associations. The national office also assists its affiliated associa- 
tions by producing health education materials for their use. It main- 
tains close contact with official Federal agencies concerned with tu- 
berculosis control. 

The State and local associations follow the pattern set by the Na- 
tional Tuberculosis Association in working closely with health de- 
partments and other agencies in developing tuberculosis control pro- 
grams. During the fiscal year ended March 31, 1952, all State and 
local associations spent $20,229,322. Of this total, $6,468,506 was 
spent on health education alone. 

In addition to their role of educator, the tuberculosis associations 
contributed $4,057,613 to assist and promote health department pro- 
grams to find unknown cases of tuberculosis. Because the cost of 
direct service or care of tuberculosis is prohibitive for any but tax- 
supported agencies, voluntary health agencies have attempted to use 
their funds to supplement official agency programs and to demon- 
strate to the public the need for additional programs and services. 
Comparison of the cost of finding a case ($700-$750 per active case 
found by survey of the general population) with the total cost of a 
case ($30,000) indicates why tuberculosis associations have chosen that 
aspect of tuberculosis control rather than any other for a major pro- 
gram expenditure. 

The National Tuberculosis Association annually allocates tuber- 
culosis research grants to medical schools and other research institu- 
tions throughout the country and provides fellowships for research 
scientists in these institutions. Among the particularly significant 
studies supported by the National Tuberculosis Association are: Life 
processes and hereditary factors of the tubercle bacillus and the man- 
ner in which it develops resistance to drugs used to counteract it; the 
nature of resistance which the body offers the tubercle bacillus and 
ways of increasing that resistance; the mechanism by which the tu- 
bercle bacillus destroys the tissues of the body; the function of the 
lung in health and disease; the drug treatment of tuberculosis in chil- 
dren; the manner in which tuberculosis spreads in population groups 
exposed to the disease; and factors influencing the diagnosis of in- 
fection. 

E. PROGRESS AGAINST TUBERCULOSIS 


Since 1882, when Robert Koch identified the tubercle bacillus as 
the germ causing the disease, we have accumulated a vast amount of 
knowledge about tuberculosis. The recent years have crowned the 
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work with several notable achievements. The treatment of tuber- 
culosis has been greatly improved through the introduction of new 
drugs and the use of new principles in surgery. The recently devel- 
oped drugs—streptomycin, isoniazid and PAS—have increased the 
promise of ultimate victory over tuberculosis. These drugs are effec- 
tive in reducing the fatality rates, in making See more patients less 
infectious, in providing a more uniform and simpler treatment appli- 
cable to more patients. They both prepare the patient for new sur- 
gical procedures and assure the success of such operations. The devel- 
opment and improvement of surgical procedures for the removal, with 
relative safety, of tuberculous lung tissue, together with the new 
methods of drug therapy, give hope of shortening the usually pro- 
longer period of treatment, and of arresting the progress of the disease 
in many cases which heretofore had been considered hopeless. 

Diagnostic aids have also been improved. In this regard, the appli- 
cation of chest X-ray surveys as a method of finding tuberculosis in 
large, apparently healthy population groups has broadened the search 
for the hidden cases of tuberculosis which so often escape detection 
by routine methods. (These surveys were made possible through the 
earlier development of high-speed small-film X-ray equipment, which 
allows the economical X-raying of large numbers of people at great 
savings in time and personnel.) Other procedures for diagnosing 
tuberculosis have been made more accurate. The method of culturing 
and identifying the tubercle bacillus in sputum from the person 
suspected of having tuberculosis has been improved. Also, refine- 
ments have been made in the tuberculin test, i. e., the injection into 
the skin of a growth-product of the tubercle bacillus to establish, b 
the reaction, exposure to tuberculosis. In addition, knowledge regard- 
ing the X-ray appearance of changes in early tuberculosis and their 
significance in diagnosis is being broadened. All these developments 
enable us to find tuberculosis earlier and to diagnose it more accu- 
rately, to the advantage of both the patient and the community. 

In the field of treatment itself, the coordinated clinical study has 
been devised and successfully tried. Through this approach, in which 
private investigators throughout the United States operate under a 
common protocol and pool their findings, we are arriving at earlier 
and more precise answers regarding the effectiveness of streptomycin, 
isoniazid and PAS. 

In the current studies, 22 cooperating hospitals are furnishing the 
Public Health Service with full clinical information on the treatment 
of more than 1,500 patients in each of several studies. In addition, a 
number of independent investigators are also working on special 
aspects of the problem. The first study has demonstrated in little 
more than a year that isoniazid employed alone is as useful as strepto- 
mycin; and isoniazid used with streptomycin is slightly more effective 
than streptomycin and PAS (the best combination prior to the advent 
of isoniazid). Work in this vital field is going forward with continu- 
ing evaluations of various drug regimens involving streptomycin, 
PAS, and isoniazid. Special attention is also being given to the 
apparent success which can be obtained through the use of these drugs 
in military and meningeal tuberculosis—the two forms that most often 
strike, and with very high mortality, at children. 
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F, PROBLEMS AND NEEDS RELATED TO FUTURE PROGRESS 


We have real hope for the eradication of tuberculosis through the 
intensification of current efforts and programs which aim to discover 
all persons with the disease, to isolate and treat all who have active or 
contagious tuberculosis, and to restore as many of them as possible 
to healthful and productive living. That community costs will con- 
tinue at a high rate is anticipated in view of the following problems 
which are but a few of the many still confronting us. Until they are 
resolved, such problems will delay the elimination of tuberculosis as 
a national public health problem. 

There is a shortage of hospital beds for tuberculosis patients. Fewer 
than 120,000 tuberculosis patients are in hospitals, and it is estimated 
that possibly 50,000 more beds are urgently needed. About 40,000 
persons are now at home who have active tuberculosis with demon- 
strated tubercle bacilli in their sputa. Moreover, there are at least 
twice as many more at home who also have active tuberculosis, many 
of whom need either hospitalization or better care at home. : 

In many places, local health services are inadequate for the re- 
quirements of tuberculosis control, in terms of both facilities and per- 
sonnel. Hence, case finding, diagnosis, case reporting and supervision 
are deficient in many ways. For example, ai one-fourth of all the 
newly discovered cases are found in the early stages of the disease, 
Most cases are still being discovered in the advanced stages, when treat- 
ment is more difficult, more expensive, lengthier and when serious dis- 
ability is more likely to result. Indeed one-fourth of all persons dying 
of tuberculosis are never reported as living cases of the disease. The 
health of the community cannot be protected while this amount of tu- 
berculosis remains undetected. Moreover, these dangerously sick peo- 
ple receive no care or supervision for tuberculosis. Evidence of this 
is found in the fact that at least one-third of the known cases at home 
have not had X-rays or clinical examinations for 12 months or more. 

Economic means tests and residence requirements are, in many 
places, serious barriers to hospital admission, threatening the public 
health through perpetuation of tuberculosis infection. The effects of 
residency regulations have been brought into sharp focus by the prob- 
lems of vagrants, displaced persons, migratory laborers, and a gen- 
erally mobile population. A solution must be found for the problem 
of tuberculosis among our rapidly shifting population. 

Little assistance is given to most tuberculosis patients and their 
families in dealing with the social and emotional problems which the 
disease imposes on them. These problems often cause tuberculosis pa- 
tients to refuse to accept medical advice regarding treatment and hos- 
pitalization or to leave the hospital against medical advice. Until 
help is given these patients in meeting these problems, they, too, 
threaten the public health. 

Tuberculosis is especially prevalent in mental and penal institu- 
tions, where control efforts have been so meager. The disease not 
only flourishes within these institutions but spreads from them to sur- 
rounding communities. Some States have already initiated control 
programs within these institutions, X-raying their patients on ad- 
mission and isolating and treating those inmates found to have 
tuberculosis. 
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Newer methods of treatment have presented problems regarding the 
most effective approach to the management of tuberculosis. The 
practicability and efficacy of treating patients who are not hospitalized 
must be determined. 

Control in tuberculosis must continue to rest largely on early dis- 
covery of active cases, isolation and treatment of the infected persons, 
and maintenance of healthful living standards to keep resistance to 
this disease as high as possible. As long as there are unrecognized 
cases of tuberculosis among us, the official and voluntary agencies can- 
not relax their efforts. Even in those areas where tuberculosis seems 
to be controlled, we will need to maintain constant surveillance against 
possible resurgence of the disease. 

Control of tuberculosis could be accomplished if we had a treatment 
capable of rapidly and completely curing tuberculosis in all stages; or 
if we had a vaccine that could confer complete immunity. Lacking 
these, we must continue to develop and apply fully the knowledge we 
already possess. Perfection of certain diagnostic techniques (like 
the tuberculin test) may well be in this category. To solve other less 
well understood problems will undoubtedly require an enormous 
amount of work. For example, our method of diagnosing activity of 
a tuberculosis infection is far from satisfactory. If a method for 
measuring activity could be developed, especially for application on a 
mass basis, then progress in tuberculosis work would spurt far ahead. 

Although aadeen treatment methods offer much greater hope to 
tuberculosis victims than ever before, research must be continued on 
the known antituberculosis drugs, and new agents must be sought. 
All forms of collapse therapy must be carefully tested. Because of 
the shortage of hospital beds for tuberculosis patients, the need for 
improving the care of the unhospitalized patient becomes quite ob- 
vious. Rehabilitation of the tuberculosis patient is essential if he is to 
be restored as a useful citizen in the community. Much research is 
needed in the rehabilitation _—— of the tuberculosis patient, for 
little has been done in this field 

Because an effective immunizing agent could quickly reduce tuber- 
culosis in this country to the proportions of smallpox as a public- 
health problem, the evaluation of BCG vaccine and the search for 
other immunizing vaccines will be carried on through thorough and 
extensive investigations. 

Further investigation is needed of the tubercle bacillus itself—of 
its metabolism, genetics, chemical composition, and immunizing prop- 
erties of its various chemicals. Better and more rapid culture 
methods of the tubercle bacillus need to be developed for assistance in 
diagnosis. 

Susceptibility and resistance to the disease must be more precisely 
determined according to age, sex, race, degree of exposure, nutritional 
status, and environment. We have not yet ascertained whether phys- 
iologic differences or degree of exposure are responsible for differences 
in the amount of tuberculosis found in men and women. There is rea- 
son to believe that diet plays an important role in stimulating the 
body’s resistance to the infection. Determination of that role would 
give us another weapon in the fight against tuberculosis. That hor- 
monal factors may prevent tuberculosis from manifesting symptoms 
in children between the ages of 5 and 14 years, is suggested by the 
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increase in tuberculosis mortality in children after reaching puberty, 

Continuing analysis of disease records can tell us who is getting tu- 
berculosis and thus aid in determining to what extent racial, economic. 
or occupational factors are involved. We need to know which eco. 
nomic, social, and emotional factors prevent people with tuberculosis 
from accepting or completing treatment. Further study in this area 
is indicated if we are to make maximum use of available resources. In 
this age of rapidly shifting population groups, we need to know the 
extent and nature of the problems of tuberculosis among our migrat- 
ing population and the influence of residence requirements on the 
entire tuberculosis control program. 

Procedures and techniques used to protect personnel coming in con- 
tact with tuberculosis patients require careful testing. Basic research 
on description and classification of chest X-ray films is needed. 
Evaluation of the effectiveness of case finding methods is essential 
so that we can devise better means of reaching the reservoir of tuber- 
culosis infection, for neither doctors nor drugs can help the undis- 
covered case of tuberculosis. 

Improved and increased public understanding is needed so that 
people will take proper personal health action. This calls for the 
development of more effective methods for educating the public. 

Though Koch identified the tubercle bacillus 70 years ago, and 
many workers have since contributed to our stockpile of knowledge 
about the disease, progress in tuberculosis can be achieved through 
discoveries about new things and new discoveries about old things, 
and through sound application of the knowledge that we already pos- 
sess. This will require more funds and more trained workers than 
are now available in order to speed the development of scientific 
knowledge and techniques. These inadequacies of resources in the 
national tuberculosis campaign can be minimized through continued 
cooperation of all concerned—the voluntary associations, the State 
and local health departments, the professional and hospital groups, 
and the Federal Government. We do know that the cooperative en- 
deavors of all these groups have brought us partial success; and we 
know what we must continue to do until we have finally achieved 
victory in the conquest of tuberculosis. 
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CHAPTER XI 
POLIOMYELITIS 


A. SUMMARY 


The hearings before the Committee on Interstate and Foreign Com- 
merce, House of Representatives, held on October 6 and 12, 1953, 
were devoted to a comprehensive discussion of poliomyelitis: its im- 
portance as a disease, its cost in both human and economic terms, 
its unresolved medical problems, and its promising research areas. 
Two aspects of poliomyelitis prevention and treatment were examined 
in the first day’s testimony, and the second day dealt with the overall 
problem of poliomyelitis. 

Although poliomyelitis has apparently afflicted man for many cen- 
turies, the cause of the paralysis, which is the important manifesta- 
tion of this disease, was not appreciated until the late 19th century 
when it is was shown that the destruction of nerve cells which control 
the muscles is reponsible for the paralysis. 

In this country research interests in poliomyelitis developed shortly 
after-the turn of the century. The disease was first produced experi- 
mentally in monkeys and its causative agent identified as a virus in 
1909. National reporting of the disease began in 1910, although all 
States did not participate until 1922. 

Poliomyelitis research was initiated by the Public Health Service 
in 1910. The most extensive of its early field studies was an investi- 
gation in 1916 of the great outbreak concentrated in New York and 
New England. The central conclusion of this study was that polio- 
myelitis is spread by person-to-person contact infection. This con- 
clusion still stands today. 

During the early years, relatively little was accomplished in the 
laboratory largely because scientists lacked cheap, simple, effective 
methods of isolating, identifying, and maintaining poliomyelitis virus. 
The first step in overcoming this handicap was taken in 1939 when 
a Public Health Service scientist succeeded in growing a strain of 
poliomyelitis virus in cotton rats and mice. 

A major impetus to poliomyelitis resarch was the establishment of 
the National Foundation for Infantile Paralysis in 1938. Since then, 
investigators supported by national foundation grants have developed 
a whole new body of knowledge in this field. One of their major 
achievements was the discovery that the disease is caused by three 
major and distinct types of poliomyelitis virus. Without this knowl- 
edge, progress in the development of an effective immunizing agent 
would have been impossible. 

The 1940's also saw the development of important negative findings. 
By then, it was known that the virus of poliomyelitis could be readily 
found in sewage and flies during epidemics. This led the publie to 
assume that poliomyelitis was spread by flies and could be prevented 
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by DDT fly-control programs. However, the results of exten ive 
studies carried out by the Public Health Service indicated that such 
programs have no apparent influence on the development of polio- 
myelitis epidemics. 

Under the auspices of the national foundation, large-scale field 
trials were carried out in 1951 and 1952 to determine the effects of 
gamma globulin in preventing poliomyelitis. In earlier years 
fraction of human blood had proved its value against measles, 
fectious hepatitis, and German measles. 

The results of the 1951 and 1952 field studies, in which about 2 
doses of Red Cross gamma globulin were administered to ailaees n 
Utah, Texas, Iowa, and Nebraska, indicated that from the second { 
the fifth week after inoculation gamma globulin provided about 75 
percent protection from paralysis. On the basis of these results, the 
decision was made to administer gamma globulin on a nationwide 
basis to meet the minimal epidemic “needs during the summer of 1953. 
All gamma globulin in the custody of the Red Cross at the beginning 
of 1953, and that obtained in the course of 1953, was turned over to 
the Office of Defense Mobilization for distribution to the States on 
a quota basis. ‘The Public Health Service has undertaken an evalua 
tion of the 1953 experience with gamma globulin. 

Promising preliminary results were reported in 1953 in connection 
with an inactivated virus vaccine developed by a university investiga 
tor supported by the national foundation. A representative of the 
foundation emphasized in his testimony that the vaccine is still in 
the experimental stage and has yet to be proved effective. Heé fur- 
ther stated that even if the vaccine is shown to be capable of producing 
immunity to poliomyelitis, considerable amounts of money will con- 
tinue to be spent in searching for a better vaccine. 

In the field of patient care, medical acceptance of the Sister Kenny 
method of treatment and the formation of the Kenny Foundation in 
Minneapolis in 1943 represented major developments. The Kenny 
Foundation was organized to train nurses and physical therapists 
in the techniques of the Kenny treatment for minimizing the cr ipling y 
effects of poliomyelitis. The foundation also conducts medical semi- 
nars for physicians and supports a limited program of clinical 
research. 

Advances in the management of the paralyzed poliomyelitis 
patient and greater diffusion of knowledge of improved treatment 
methods in recent years have served to limit deformities, particularly 
in the severely paralyzed patient. These advances have emphasized 
the need for increasing the number of physical therapists and for 
expanding rehabilitation facilities. 

Another pressing need—one which will confront the Nation for 
many years to come, even if poliomyelitis control is effected through 
immunization—is occupationa] rehabilitation. In 1951 about 3,800 
people crippled and disabled by poliomyelitis were returned to work 
and normal living under the Federal-State program of occupational 
rehabilitation. During the same period saat 6,000 persons were 


added to the national backlog of poliomyelitis victims in need of 
rehabilitation services. 

With regard to future advances in the overall field of poliomyelitis, 
the opinion was expressed that research emphasis should be placed on 
supporting the work of competent investigators rather than on foster- 
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ing a rapid and unbalanced increase in research facilities. Despite 
rapid progress against poliomyelitis in recent years, many problems 
remain unsolved and the need for critical research will continue for 
many years tocome. What has been accomplished in the past can best 
be extended and strengthened if the Nation continues to support 
through private contributions the work of the voluntary organizations 
such as National Foundation for Infantile Paralysis. 


B. WHAT IS POLIOMYELITIS? 


Poliomyelitis is an acute infectious disease which primarily attacks 
children and is caused by specific organisms too small to be seen under 
an ordinary microscope. These agents, or viruses, sometimes enter the 
central nervous system where they attack the gray matter of the spinal 
cord, ultimately causing a weakness or paralysis of certain muscles 
or muscle groups, which may lead to crippling or death. In most 
cases, however, the viruses multiply in the lower intestinal tract, pro- 
ducing a mild or inapparent infection with no signs of central nervous 
system disturbance. 

Diagnosis of poliomyelitis, especially in the early stages, may be very 
difficult since there is no specific test to verify the presence of the dis- 
ease. The first symptoms commonly include one or more of the fol- 
lowing: fever, headache, malaise, nausea, and vomiting. Except in 
unusually severe cases, there is no stiffness of the neck and no muscular 
pain at thistime. A positive diagnosis cannot be made, since all these 
symptoms are indistinguishable from those of a nonspecific respira- 
tory infection. Most children with these symptoms recover com- 
pletely, either because they have a common upper respiratory infec- 
tion or a very mild case of poliomyelitis. 

If, however, the fever begins to rise again after several symptom- 
free days, the so-called second stage of poliomyelitis may be develop- 
ing. In this stage the fever is higher and more sustained, the malaise 
more apparent, headache and vomiting usually more pronounced. 
Definite symptoms of poliomyelitis may now appear. The patient 
complains of pain in the back and neck, and often in one or another 
of the extremities. Stiffness of the back is noted. 

A spinal puncture may be taken at this point, and if an increased 
number of cells is found, with or without high protein values, the diag- 
nosis of poliomyelitis is probable. Although an increased cell count 
in the spinal fluid is the best single sign of the disease, it cannot be 
relied upon absolutely but must be judged in conjunction with other 
signs and symptoms. In the 10 to 15 percent of cases in which the 
cell count is not increased, bulbar symptoms or definite paralysis and 
muscular weakness can decide the issue. (Bulbar wollcanrpelicis is 
that type of the disease affecting the base of the brain and accounting 
for a large percentage of the deaths in poliomyelitis.) 

If, in spite of all efforts, the diagnosis is still in doubt, the patient’s 
interests are best served by treating him as a suspected case of polio- 
myelitis until a more exact diagnosis can be made. In such doubtful 
cases, laboratory and X-ray examinations and careful clinical observa- 
tions must continue until a definite diagnosis is made. 

Once such diagnosis is made, treatment should begin without delay, 
preferably in a hospital, since even the mildest cases may suddenly 
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develop bulbar symptoms and require emergency care. Treatment 
will include supportive measures (fluids, food, oxygen, ete.). 


Cc. THE HUMAN AND ECONOMIC BURDEN OF POLIOMYELITIS 


Poliomyelitis, a relatively rare disease in the early years of t 
century, has since been recognized as a communicable disease prob! 
in every State of the Nation. During the last 20 years, the trend 
of the annual case rate has been upward, especially in the last decade 
when a marked increase occurred. The death rate has shown a slight 


but definite increase. In 1952, for the N: ation, both the case rate and 
the estimated death rate were the highest since the 1916 epiden 
Over the last 20 years, the ratio of reported deaths to reported cases 


has dropped. 

In the 1932-52 period, the number of cases in the United 
per 100,000 population varied from a low of 1.5 in 1938 to a high of 
36.9 in 1952. 

If the reported cases of poliomyelitis in the United States for « 
month are averaged for a few years, the resulting curve rises slightly 
in May, more rapidly in June and July, and reaches a peak in August 
and September. In October there is a marked decline which con 
tinnues through succeeding months. 

In the earlier years of the century, observers noticed that case rates 
were higher in the northern than in the southern regions of the coun- 
try. In recent years this difference has diminished and an east-west 
differential is more prominent. During this period both average and 
maximum rates have been higher in the western and north central 
divisions of the United States than in the northeastern and south- 
eastern divisions. Over extended periods of time geographic con- 
centration has not been consistent. 

In southern regions of the country, seasonal rise in incidence oc- 
curs earlier and the epidemic span is longer than in the northern re- 
gions. 

The principal problem in poliomyelitis is crippling. Since the dis- 
ease mainly strikes the young—small children and adolescents—a 
neue number of its victims must be cared for many years and many 

‘arry a burdensome handicap throughout their lives. 

Of the victims of poliomyelitis, 50 percent recover completely ; 30 
percent have no disabling aftereffects, 14 percent are severely para- 
lyzed, and 6 percent may die. 

Recently, the National Foundation for Infantile Paralysis at- 
tempted to calculate the risk of contracting a diagnosable case of 

poliomyelitis. In 4 representative States, it appeared that among 
( childre n born in 1930, 1931, 1932, 1 out of every 156 acquired poliomye- 
litis during the first 20 years of life. In those same groups of chil- 
dren, 1 out of every 1,945 died of the disease before reaching the age 
of 20. 

Compared to many other infectious diseases, however, the relatively 
low incidence of paralytic poliomyelitis is counterbalanced by the 
permanence of the resulting disability, since treatment—prolonged 
and expensive as it is—is only a palliative. 

The extent of the economic burden of the disease on the Nation is 
illustrated by figures compiled by the National Foundation for In- 
fantile Par alysis. From 1938 through 1952 the national foundation 
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spent $145 million for patient care. In 1952 alone the patient-care 
program expenditures totaled almost $25 million for aid to 80,000 
poliomyelitis patients, more than half of them victims of previous 
years. As these figures indicate, a serious problem in the foundation’s 
patient-care program is the cumulative caseload deriving from pre- 
vious epidemic years. 

The licleninetiete effects of the disease are illustrated by a national 
foundation study covering a 4-month period in 1953. Of 6,064 poli- 
omyelitis patients admitted for treatment in this period, 1,031 had 
their initial attack in 1948 or before; 388 in 1943 or before. During 
1953 the national foundation was still paying for care of some victims 
stricken in the 1916 epidemic. 

The average cost of inpatient hospital care of poliomyelitis patients 
in the first 7 months of 1953 was $14 per patient-day. The daily 
average cost of care of a patient in an iron lung is about $19. Service 
to respirator patients can cost as high as $10,000 to $12,000 a year for 
a seriously involved case. The National Foundation reported there 
are more than 1,500 patients today in iron lungs for all or part of each 
day. 

Che following figures illustrate equipment costs. An iron lung costs 
from $1,800 to $2,100; a rocking bed from $700 to $1,500. The price 
of a portable chest respirator and its accessories is about $1,250; 
hot-pack machines used in hospitals range from $225 to $400. A 
vheelehair costs around $175, and braces, for lew or back, from $50 
to $300. National foundation chapters supply these items to patients 
and hospitals as required. 

A striking illustration of the financial burdens this disease imposes 
is that of a physician in Santa Cruz, Calif. He received national 
foundation care at the rate of about $14,000 a year from late 1949 
through 1951. In 1952 this was reduced to about $5,500 because the 
physician, though still forced to spend some time each day in an 
iron lung, had resumed the practice of medicine. 

An analysis of patient-care bills received by the national foundation 
in the first 5 months of 1953 showed that the average cost for treatment 
per patient was $629, of which the national foundation contributed 
$550 for each. Cost of equipment used is not included. National 
foundation chapters carry individual patient-care expenses as long 
as the attending physician believes treatment will bring benefits to 
the patient and the family cannot pay full costs of essential followup 
treatment. Maximum recovery usually can be expected within 18 
months, but many cases go far beyond this. 

To determine what age groups bear the brunt of poliomyelitis, the 
national foundation made a study of 35,882 original acute admissions 
reported to the organization in the period July 20 to December 31, 
1952. The study showed that 54 percent of the patients were under 
the age of 10; 24 percent were age 10 to 19; and 22 percent were 20 
and over. Up to the age of 20 more boys than girls fall victim to the 
disease; above that age the proportion changes, and of all females 
in the group studied, 28 percent were in the age group 20 and over. 

There is no way of estimating manpower loss accurately in terms 
of interruption of schooling and other factors. Permanent crippling 
of the boys and girls under 20 means perhaps 50 years of economic 
handicap. Recovery periods after a poliomyelitis attack often extend 
for months, and some patients cannot be restored to earning power 
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for years, if at all. Among women of 20 and over, the high incidence 
is especially serious, since the disease strikes into the group of young 
mothers whose loss to their families is incalculable. 

A practical contribution to patient care in recent years has been 
support by the national foundation of seven regional respirator centers 
located in various parts of the country. Several hundred of the most 
seriously afflicted poliomyelitis patients—those with breathing diffi- 
culties—have been grouped for care and study and rehabilitation. In 
1952, 5 centers discharged 303 of these patients—70 percent of whom 
were completely weane <d from respirator devices. The sum of $800,000 
had been authorized for the operation of these centers through 1952. 
It is the hope of the national foundation that through work done in 
these centers many iron-lung patients of the future will be able to live 
at home and lead useful lives. 

The medical rehabilitation of the poliomyelitis patient has had far- 
reaching effects in the rehabilitation of many suffering from other 
chronic diseases and other forms of physical disability. This is illus- 
trated by the training of physical therapists. At present there are 
about 6,000 physical therapists in the country. Two thousand of these 
have been trained by the National Foundation for Infantile Paral- 
ysis. A recent survey of the needs of this country in the total field 
of rehabilitation, over and beyond those for poliomyelitis alone, has 
shown that the Nation could use 2 or 3 times as many physical 
therapists today, and an increasing number in the future. 

Physicians are also being trained in the field of rehabilitation. At 
present there are about 200 trained specialists certified by the Amer- 
ican Medical Association’s certifying board of specialists in the field 
of physical rehabilitation. Many more physician specialists are need- 
ed in this field. 

There is a growing need for additional rehabilitation facilities, both 
in general hospitals and the so-called rehabilitation centers, where the 
severely disabled, including poliomyelitis patients, can be given com- 
prehensive care. All these needs for trained personnel and specialized 
facilities can be expected to increase as medical science develops new 
techniques for saving lives and restoring the disabled to normal 
living. 

In the field of occupational rehabilitation, as in the medical care 
area, one of the major problems in poliomyelitis i is the cumulative 
backlog of people in need of rehabilitation services. The Office of 
Vocational Rehabilitation, which administers the Federal-State pro- 
gram of vocational assistance, reported that about 15 percent of the 
people who have incurred serious paralytic poliomyelitis and should 
; rave comprehensive rehabilitation service have not been getting it in 
the last 20 or 25 years. 

Under the Federal-State program, 3,800 poliomyelitis victims were 
rehabilitated in 1951. Their average age was 22, and most of them 
were unemployed and supported by their families when they applied 
for rehabilitation. Their earnings totaled about $728,000 a year. 
After rehabilitation, when they had been in their first job for 3 to 6 
months, their earnings came to $7,400,000, an increase of 900 percent. 

The rehabilitation services provided to these people included five 
categories. Forty-nine percent of the group received training; 16 
percent were given physical restoration ; 9 percent received both train- 
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ing and physical restoration ; 3 percent were given other services; and 
3 percent received guidance, counseling : and - placement only, 


D. THE NATIONAL ATTACK ON POLIOMYELITIS 


From the early 1900’s well into the 1930’s there was considerable 
scientific interest in the nature of poliomyelitis. Studies by the Pub- 
lic deve alth Service, for example, were initiated as early as 1910. For 
the most part, howev er, the interest in this period was that of unsup- 
porte .d individuals who investigated, within their own limited means, 
those phases of the problem which particularly interested them. 
Scientific knowledge was sparse, and—in many phases—contradictory 
At that time viral diseases were poorly understood and scientists 
lacked the basic techniques and tools for studying them. 

With the establishment of the National Foundation for Infantile 
Paralysis in 1938, there began a scientific plan of attack against polio- 
myelitis designed to accumulate the basic know ledge that would ulti- 
mately lead toward control of the disease. This was made possible 
through the private contributions of the American people. As a re- 
sult, the National Foundation has been able to supply the leadership 

needed to expand research in poliomyelitis, to initiate a program of 
professional education, and to furnish through its chapters medical 
care assistance to the victims of the disease. 

Because poliomyelitis research in this country is adequately sup- 
ported by the Nationa] Foundation, the Public Health Service, under 
its research grants program, does not support studies on poliomye- 
litisassuch. It does, however, support a considerable volume of basic 
research in the broad field of viral diseases. Much of this work has 
implications of direct interest to investigators in the field of polio- 
myelitis. 

In its own laboratories, the Public Health Service operates two rela- 
tively small poliomyelitis research programs, designed to supplement 
the more extensive programs of the National Foundation. Basic 
studies in virology are conducted by the National Microbiological In- 
stitute, which is also responsible for carrying out the provisions of the 
biologics control law. (Any immunizing agent against poliomye- 
litis must be tested and licensed by the Institute before it can be placed 
in general use.) At the Communicable Disease Center, the Public 
Health Service also conducts certain diagnostic and field studies on 
poliomyelitis. 

In the period from 1938 through 1952, the National Foundation 
spent approximately $145,000,000 on patient care, about $18,100,000 
on research, and some $16,400,000 on professional education in the 
form of fellowships, scholarships, and refresher courses to physicians 
and others. 

For the year 1953, National Foundation research expenditures alone 
were expected to total about $4 million. This compares a about 

$300,000 allocated to poliomyelitis research in the fiscal year 1953 by 
the two divisions of the Public Health Service conducting Aen ams 
in this field. 

In addition to the work of the National Foundation for Infantile 
Paralysis and the Public Health Service, important activities have 
been carried on by the Sister Kenny Foundation since its formation 
in 1943. This work is financed by public subscription and is directed 
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mainly toward training nurses and physical therapists in the Kenny 
method of treatment in poliomyelitis. Under its scholarship pro- 
gram, the Kenny Foundation offers 2-year specialized courses in 
Kenny therapy. It also conducts medical seminars for physicians 
and supports a relatively small clinical research program. 


E. PROGRESS AGAINST POLIOMYELITIS 


Within the last 4 or 5 years, tremendous strides have been made 
in poliomyelitis research. A major contribution in this period w; 
the development in 1949 of a method for growing poliomyelitis virus 
in test tubes containing bits of nonnervous tissue. Before this dis- 
covery by a Harvard grantee of the National Foundation, scientis 
had been able to grow poliomyelitis virus only in the bodies of certain 
experimental animals, mainly monkeys. Thus, the virus needed for 
producing possible vaccines could be obtained only from the infected 
brains and spinal cords of these animals. A vaccine prepared from 
virus grown in nervous tissue, however, is too dangerous for human 
use, since nervous tissue injected into man held within it the threat 
of an illness even worse than poliomyelitis. Until poliomyelitis viru 
could be produced free of nervous tissue, the outlook for a vaccine was 
not encouraging. That is why the development of tissue culture 
methods heralded the end of the monkey era in poliomyelitis research 
and the beginning of a new period in vaccine investigation. 

Another stumbling block in the path of researchers was removed 
in 1951 with the completion of a National Foundation-supported proj- 
ect aimed at finding out how many types of poliomyelitis there are 
and how they differ. The results of the 3-year study, carried out by 
teams of scientists at four universities at a cost of $1,870, 000, indicated 
there are three major types of poliomyelitis virus capable of causing 
the human disease. This knowledge made it clear that any preventive 
measure devised would have to be | prepared in such a way as to make 
it effective against all three types of virus. 

Whether a vaccine for poliomyelitis—assuming that one could be 
developed—would actually work was a question still unanswered. 
Investigators had long believed that the virus usually entered the 
body through the mouth and made its way from the intestinal tract 
by tiny nerve connections to the brain and spinal cord. There was 
little or no scientific evidence that the virus was ever in the blood 
stream at any time. Thus it appeared unlikely that a vaccine which 
induced the production of antibodies circulating in the blood could 
be effective if the virus was never present in the blood. 

farly in 1952 came significant reports bearing on this questio 
Scientists at Yale and Johns Hopkins tested monkeys and chimpanzees 
experimentally infected with poliomyelitis virus. Within a few days 
after inoculation, the virus was found in specimens of blood taken 
from the animals. The scientists reported that the virus remained 
there for only a brief time before entering the brain and central 
nervous system and there did its real damage. However, the fact that 
at one stage of the disease the virus was in the blood stream meant 
that there was a time and place at which antibodies could be effective 
in protecting against paralytic attacks. The scientists also demon- 
strated that if small amounts of poliomyelitis antibodies were ad- 
ministered to the animals shortly before the time of exposure, both 
viremia (virus in the blood stream) and paralyis would be prevented. 
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During this period two important advances in poliomyelitis re- 
search were reported by the Public Health Service. In 1951 scientists 
at the National Microbiological Institute succeeded in transmitting 
the Leon type of poliomyelitis virus to mice for the first time. This 
was accomplished by the development of a very delicate and precise 
technique for injecting the virus directly into the spinal cord of mice 

ather than into the brain, which was the customary procedure. Up 
until now, only the Lansing type of poliomyelitis virus had been trans- 

nited to small laboratory “animals—a notable advance made in 1939, 
al ‘0 by a Public Health Service scientist. 

In 1953, the last of the three known types of poliomyelitis virus— 
the Brunhilde type—w as adapted to mice by scientists of the Public 
Health Service’s Communicable Disease Center. Transmission of all 
three types of virus to small, inexpensive laboratory animals meant, 
among other things, that investigators now had a chea ip and effective 
method of identifying previous infection in man without resorting to 
the use of monkeys. 

A major step in the development of an immunizing agent for pro- 
tection against paralytic poliomyelitis was taken in 1951 and 1952 with 
the inauguration of large-scale field tests of gamma globulin, the 
human blood fraction which had earlier demonstrated its value against 
such diseases as measles and infectious hepatitis. In these tests, sup- 
ported by the National Foundation for Infantile Paralysis, 28,000 
doses of gamma globulin (and an equal number of gelatin injections 
for control purposes) were given to children in 4 States. 

The results indicated that gamma globulin had limited prophylactic 
value from the end of the first week through the fifth week after in- 
jection. Approximately 36 cases of poliomyelitis were prevented, or a 
little over 1.4 cases prevented, per thousand gamma globulin injections. 
(The other injected children would not have been expected, on a statis- 
tical basis, to develop poliomyelitis.) Computed on the basis of about 
ie per dose of gamma globulin, this means an expenditure of $10,000 
for the prevention of from 1 to 2 cases of paralytic poliomyelitis per 
thousand injections. 

Following a study of all available data, the National Research Coun- 
cil recommended that every reasonable effort should be made to pro- 

vide adequate amounts of gamma globulin for minimal needs for the 
1953 poliomyelitis season. The Office of Defense Mobilization was 
given responsibility for coordinating the distribution of gamma globu- 
lin supplies made available for this purpose by the American Red 
Cross, the National Foundation for Infantile Paralysis, and any other 
source. 

Under the plan adopted for allocating gamma globulin to State 
health officers, approximately 57 percent of the total supply available 
for poliomyelitis was to be distributed in a predetermined fashion 
based on the past and current experience of the States with polio- 
myelitis. Approximately 33 percent of the total would be retained in 
the common pool for mass community prophylaxis upon application 
of States having serious epidemic situations; and an additional 10 
percent would be retained for unusual or special situations, for emer- 
gency distribution, and for speci ial investigations. 

An evaluation of the Nation’s 1953 experience in combating polio- 
myelitis with gamma globulin has been undertaken by the Public 
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Health Service’s Communicable Disease Center. Results of this 
study were expected to be ready for presentation in early 1954. 

The year 1953 also witnesse d important developments in connection 
with an inactivated virus vaccine against poliomyelitis. This experi- 
mental vaccine is the work of a University of Pittsburgh investigator, 
supported by a grant from the National Foundation for Infantile 
Paralysis. It is prepared from virus of all three types, grown 
thousands of sealed test tubes nested in slotted drums that revoly 
slowly in warming ovens. When ready for harvesting, the virus is 
removed, suspended in a salt solution, and then exposed for a time 
to the chemical formalin, which makes it incapable of causing disease. 

The vaccine was first administered to monkeys and chimpanz S, 
then to a small group of children and adults. The results indicated 
that the preparation caused no undesirable side effects and did pro- 
duce a significant increase in the number of protective antibodies, 
The tests were then extended to include more than 700 children and 
adults, with continued excellent results. 

On the basis of these findings, the National Foundation began to 
formulate definite plans for a “scientifically controlled human stu ly 
in 1954 to evaluate the effectiveness of the vaccine in protecting chil- 
dren against the naturally occurring disease. This would entail the 

vaccination of large numbers of ¢ hildren i in many communities during 
a nonepidemic period and observing the degree and extent of pro- 
tection afforded when poliomyelitis epidemics next visit their 
communities, 


F. PROBLEMS AND NEEDS RELATED TO FUTURE PROGRESS 


Perhaps the most compelling problem confronting the field of 
poliomyelitis today is the determination of the safety and effective- 
ness of the inactivated virus vaccine developed by a National Founda- 
tion grantee. Before this product is given a large scale trial under 
actual epidemic conditions, it is important that it pass rigorous safety 
tests, not only by the investigator who developed the vaccine but by 
outside laboratories as well. The results must be reproducible by 
all groups testing the product. 

Many years of critical research will be necessary before all the 
crucial questions regarding poliomyelitis vaccines will be answered. 
No one can say at present that an inactivated virus vaccine will be 
the solution to the problem. It may be that future research will point 
the way to a vaccine prepared from attenuated live virus and afford- 
ing greater and longer-lasting immunity than that produced by a 
“killed” virus vaccine. 

In a real sense, research on immunization methods for poliomye sli- 
tis has scarcely begun. In this connection, it is worth noting, for 
example, that studies on smallpox vaccine are still being conducted 
today despite the fact that an immunizing agent against this disease 
was developed at the end of the 18th century. The same is true of 
diphtheria, a disease whose incidence has been drastic ally reduced in 
this century largely as the result of widespread immunization of 
children. With these, as with many other biological products, much 
work remains to be done to improve their ralue as public health 
measures. 
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Until a safe and effective poliomyelitis vaccine is ready for gen- 
eral use, the passive transfer of protective antibodies by means of 
gamma globulin will serve to prevent or modify the severity of an 
attack of paralytic poliomyelitis. Because the protection afforded by 
vamma globulin appears to last only a few weeks, this weapon is viewed 
by many as an interim or stop-gap measure pending the results of 
the evaluation made of the 1953 experience with the gamma globulin 
program. ’ ‘ ; 

Another problem which will require continued research is the need 
for a eats rapid diagnostic test for poliomyelitis. Such a test 
would be of inestimable help to physicians, who often are unable to 
diagnose the disease in its early stages on the basis of a clinical 
impression. 

There is also great need in the control of poliomyelitis for a chemo- 
therapeutic agent, a drug which will cure the infection promptly, 
alleviate its acute symptoms, and prevent the crippling or lethal 
paralysis which might otherwise ensue. Much work has been done 
in this area with no significant success thus far. Unlike the search 
for a successful vaccine, which takes direction from an orderly, 
planned progression of studies and experiments, efforts to find a 
specific treatment drug are more likely to stem from research entirely 
unrelated to poliomyelitis. ‘This has been the situation with respect 
to many other diseases. 

Another area in which more work is needed is the specific pathogene- 
sis of paralytic poliomyelitis. It is now known that the virus circu- 
lates in the blood in the early stages of the disease. What are the 
factors within the individual or his environment which—once in a 
hundred or more cases—permit the virus to enter and damage the cen- 
tral nervous system, causing paralysis? Related to this consideration 
is the determination of whether or not this rare circumstance is con- 
trollable or preventable. If it is, then another means of protection 
against eaihete might become available. 

There is need for general recognition that present research on poli- 
omyelitis is only a prelude and that continued progress depends on 
extending and refining work thus far undertaken. To do this, com- 
petent and trained investigators must be encouraged to enter the field 
and given every opportunity to pursue their studies with a maximum 
amount of freedom. In the main, this can best be accomplished when 
a is flexible and work is not restricted to rigidly specified 
problems. 

The supplying of research facilities is an adjunct to this problem 
and should not take precedence over the recruitment and training of 
personnel. There is a real danger in directing primary interest to the 
provision of physical facilities at the expense of finding and develop- 
ing enough investigators who can profitably use these facilities in the 
advancement of knowledge. 

In the field of medical rehabilitation, further progress depends in 
considerable measure on the recruitment of more nurses, physical 
therapists, and physicians. Lack of suitable training facilities is not 
the central problem. In the case of physical therapists, for example, 
a recent survey has shown that available schools are not filled. The 
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difficulty rests in the competition for professional workers in all areas, 
resulting in general personnel shortages. 

The overall field of rehabilitation—after care and occupational] 
assistance—will remain a challenging problem in polionsyélitie for 


years to come. Each year the bac klog of persons oie by the 
disease and needing assistance increases. Even if an effective pre- 


ventive measure were developed tomorrow, it would take years to 


restore to normal community living all the victims of poliomyelitis 
from past years. 


O 
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AUTHORIZING THE DISTRICT OF COLUMBIA TO ENTER 
INTO INTERSTATE CIVIL-DEFENSE COMPACTS 


Marca 10, 1954.—-Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 


Mr. Jounson of California, from the Committee on Armed Services, 
submitted the following 


REPORT 


{To accompany §. J. Res. 63] 


The Committee on Armed Services, to whom was referred the joint 
resolution (S. J. Res. 63) authorizing the District of Columbia to enter 
into interstate eivil-defense compacts, having considered the same, 
report favorably thereon with an amendment and recommend that 
the joint resolution as amended do pass. 

The amendment is as follows: 

On page 8, line 15, following the word ‘“‘Columbia”’ add the following: 


and with respect to the District of Columbia the word ‘‘Governor’” means the 
Commissioners of the District of Columbia 


PURPOSE OF THE RESOLUTION 


The resolution authorizes the District of Columbia to enter into 
interstate civil-defense compacts on the same basis as the States. 
The form of the authorized interstate civil-defense and disaster com- 
pact is set out in the resolution. 

The Federal Civil Defense Act provides that civil-defense compacts 
be entered into by the States for the purpose of providing mutual 
assistance in the case of major disasters. 

A model civil-defense and disaster compact was developed by the 
Civil Defense Office of the National Security Resources Board and the 
Council of State Governments in November 1950. This model com- 
pact has served as a guide for numerous arrangements made between 
various States under general.authority contained in,the Federal Civil 
Defense. Act. 

The ‘District Commissionerg-are.of the opinion that.the District.of 
Columbia Civil Defense Act is not broad enough to authorize the 
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District government to execute the model compact without further 
legislative authority. 


COMMITTEE AMENDMENT 


The amendment is considered necessary inasmuch as article 13 of 
the model compact appearing on page 6 of the resolution provides that 
the compact shall continue in force and remain binding on each party 
State until the legislature or the governor of such party State takes 
action to withdraw therefrom. Inasmuch as the District of Columbia 
does not have a governor, it was considered appropriate to amend the 
resolution so that the word ‘governor’ would be construed to mean 
the Commissioners of the District of Columbia. 


COST AND BUDGET DATA 


Enactment of the resolution would not involve the expenditure of 
Federal funds. 
DEPARTMENTAL RECOMMENDATIONS 


The resolution has the concurrence of the Commissioners of the 
District of Columbia and the Federal Civil Defense Administration, 
and the Bureau of the Budget interposes no objection to its enactment, 
as is shown by the following letters addressed to the chairman of the 
Senate Armed Services Committee: 


GOVERNMENT OF THE DIsTRICT OF COLUMBIA, 
EXECUTIVE OFFICES, 
Washington 4, D. C., April 22, 1953. 
Hon. LE&VERETT SALTONSTALL, 
Chairman, Commitlee on Armed Services, 
United States Senate, Washington, D. C. 

My Dear SENATOR SALTONSTALL: The Commissioners of the District of 
Columbia have for report Senate Joint Resolution 63, authorizing the District of 
Columbia to enter into interstate civil defense compacts. 

A model interstate civil defense and disaster compact was developed by the 
Civil Defense Office.of the National Security Resources Board and the Coun 
of State Govern'rents in November 1950. Since then a number of States hav: 
entered into such compacts. The TYederal Civil Defense Administration has 
encouraged the States and the District of Columbia to enter into such compacts 
and it is the desire of the Commissioners to do so. However, the Commissioners 
do not have sufficient authority at this time to enter into such compacts. 

The resolution would authorize the Commissioners to enter into compacts 
form substantially similar to the model which is set. forth verbatim in the pre- 
amble. Section 1 of the resolution also provides that the second sentence of 
article TIT may be changed to read as follows: ‘‘Each party State shall extend to 
the civil defense forces of any other party. State, while operating within its State 
limits under the terms and conditions of this compact, the same powers (except 
that. of arrest unless specifically authorized by the receiving State), duties, rights 
privileges, and immunities as are extended to the civil defense forces of such 
State.”” The purpose of this is to permit the District to enter into the compact 
with the State of Maryland, whose legislature in enacting its law authorizing the 
Governor to enter into compacts included a sentence like the one set forth abov 
rather than the one in the model conpact. 

Section 3 would give to such compacts the force and effect of law when they 
become operative. 

In-view of the fact that some States have already asked the Commissioners to 
enter into the model form of compact and it is the desire of the Commissioners 
to.do so, they recommend that the resolution. be enacted at an early date. 

The proposed draft of resolution was submitted to the Bureau of the Budget 
and returned to the Commissioners with the advice that there is no objection on 
the part of that Office to the presentation of the bill to Congress. 

Yours very sincerely, 
SAMUEL SPENCER, 
President, Board of Commissioners, District of Columbia 
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FrepERAL Civi, DEFENSE ADMINISTRATION, 
OFFICE OF THE ADMINISTRATOR, 
Washington 25, D. C., June 6, 1953. 
Hon. LEVERETT SALTONSTALL, 
Chairman, Committee on Armed Services, 
United States Senate, Washington 25, D. C. 


DeaR Mr. Cuarrman: This is in reply to your request for a report by the 
Federal Civil Defense Administration on Senate Joint Resolution 63, 83d Congress, 
authorizing the District ‘of Columbia to enter imto interstate civil defense 
compacts. 

Section 1 of Senate Joint Resolution 63 authorizes the District of Columbia 
Commissioners to enter into civil defense compacts with the States, substantially 
in the form set forth in the preamble, which form is identical with the model 
interstate civil defense and disaster compact recommended to the States by this 
Administration. In addition, authority is granted to change substantially the 
second sentence of article 3 of the model compact relating to the rights, duties, 
privileges, and immunities of civil defense forces rendering aid in another State. 

Section 2 grants the consent of Congress to such compacts, notwithstanding the 
provisions of the Federal Civil Defense Act of 1950. 

Section 3 gives the force and effect of law to such compacts, when ratified, and 
section 4 defines the word ‘‘State’’ to include the Territories and possessions of the 
United States and the District of Columbia. 

The corporation counsel of the District has felt that the authority of subsection 
3 (d) of the District of Columbia Civil Defense Act (Public Law 686, S8Ist Cong., 
2d sess.) is not broad enough to authorize the District government to execute a 
compact substantially similar to the model compact and that further legislative 
authority is needed. The propesed joint resolution appears to provide ample 
authority for this purpose. 

The Federal Civil Defense Administration is authorized by subsection 201 (g) 
of the Federal Civil Defense Act of 1950, 8ist Congress, to ‘‘assist and encourage 
the States to negotiate and enter into interstate civil defense compacts; review 
the terms and conditions of such proposed compacts in order to assist to the 
extent feasible in obtaining umformity therein and consistency with the national 
civil defense plans and programs; * * *.” 

As previously noted, section 1 of Senate Joint Resolution 63 would authorize 
a change in the second sentence of article 3 o: the model compact. The model 
provides that civil defense forces of one State rendering aid in another State 
shall have the same powers, duties, privileges, and immunities which they enjoy 
in their home State. The change authorized by the second sentence Of section 
1 of Senate Joint Resolution 63 would permit the District to enter into compacts 
providing that such civil defense forces rendering aid in another State should 
have the same powers, duties, rights, privileges, and immunities as similar civil 
defense forces of the State in which the aid is being rendered. 

To date more than 30 States have authorized the execution of civil defense 
compacts with other States. While the documents are not in all cases identical 
in provision and scope, only three of them to our knowledge provide privileges 
and immunities to civil defense forces operating outside of the State in the man- 
ner which would be authorized by the second sentence of section 1 of Senate 
Joint Resolution 63. None of the compacts which have been submitted to the 
Congress for its consent pursuant to section 201 (g) of the Federal Civil Defense 
Act of 1950 has reversed the immunities provision of article 3 of the model com- 
pact in the manner which would be authorized under Senate Joint Resolution 63. 
As a result, there has been established a uniformity and consistency in regard to 
the legal status of civil defense forces operating outside their home States which 
we feel is highly dasirable to maintain. 

While the maintenance of the uniform pattern which has been established by 
the interstate compacts approved to date is desirable, we feel that the overriding 
consideration involved here is that the District of Columbia receive the authority 
necessary to enable it to enter into civil defense compacts. Under the circum- 
stances, we are not disposed to interpose any objection to the enactment of the 
proposed legislation in its present form. With the qualification of the foregoing 
comments, we strongly recommend that Senate Joint Resolution 63 receive early 
and ‘favorable consideration by your committee. 

Advice has been received from the Bureau of the Budget that there would be 
no objection to the submission of this report to your committee. 

Sincerely, 
Haroup L. AITKEN 
(For Val Peterson). 


O 
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g3D Gontanisss HOUSE OF REPRESENTATIVES REportT 
No. 1340 


9d Session 


REPEALING SECTION 307 OF THE FEDERAL CIVIL 
DEFENSE ACT OF 1950 


Marcu 10, 1954.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 


Mr. Jounson of California, from the Committee on Armed Services, 
submitted the following 


REPORT 


[To accompany H. R. 7308] 


The Committee on Armed Services, to whom was referred the bill 
(H. R. 7308) to repeal section 307 of title III of the Federal Civil De- 
fense Act of 1950, as amended, having considered the same, report 
favorably thereon without amendment and recommend that the bill 
do pass. 

PURPOSE OF THE BILL 


The bill will repeal section 307 of title IIT of the Federal Civil De- 
fense Act of 1950, as amended. 

Section 307 of the act reads as follows: 

The provisions of this title shall terminate on June 30, 1954, or on such earlier 
date as may be prescribed by concurrent resolution of the Congress. 

Title III of the Federal Civil Defense Act relates to the standby 
emergency powers of the Administrator of Civil Defense. -It provides, 
in part, that in case of attack or imminent attack, the President may 
proclaim a state of civil defense emergency, or such an emergency may 
be declared by a concurrent resolution of the C ongress. ‘After such 
proclamation or declaration, certain emergency powers would come 
into effect. 

Some of these emergency powers provide for financial assistance for 
the temporary relief or aid of any civilians injured, the provision to 
incur such obligations on behalf of the United States as may be re- 
quired to meet the civil-defense requirements of an attack, the au- 
thority to employ additional personnel without regard to civil serv- 
ice laws and reimbursement to any State for compensation paid to 
and transportation for employees, and other authority. 
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It is believed that this country is in as much danger of enemy at- 
tack, if not more, than when Congress enacted the standby emergency 
powers contained in the Federal Civil Defense Act. It is the opinion 
of the committee that the Congress should not allow this standby 
authority to expire. In case of a sudden attack, there would be no 
time for the Congress to legislate in order to grant emergency 
authority. 

Title [11 will expire on June 30, 1954, unless appropriate legislative 
action is taken. The committee is:in agreement with the Civil De- 
fense Administration that the limitations section should be repealed. 
This would place the emergency standby authority on a permanent 
basis and if the threat to our national security lessens to the point 
where the Congress feels that no standby emergency authority is 
needed, the Congress can, at that time, repeal such authority. 


COST AND BUDGET DATA 


The enactment of the bill would not involve the expenditure of 
Federal funds. 


DEPARTMENTAL RECOMMENDATIONS 


The Federal Civil Defense Administration is in favor of the enact- 
ment of the bill and the Bureau of the Budget interposes no objection, 
as is shown by the following letter: 


FepeERAL Civin DEFENSE ADMINISTRATION, 
Washington 25, D. C., January 12, 1954 
Hon. Joseph W. Marrin, Jr., 
Speake r, House of Re presentatives, 
Washington 25, D.C, 

Dear Mr. Speaker: There is enclosed a draft of a proposed bill entitled, “A 
bill to repeal section 307 of the Federal Civil Defense Act of 1950, as amended,” 
with the request that it be introduced and considered for enactment at the earliest 
practicable date 

The purpose of the proposed measure is to provide for the continuation of the 
President's present authority to deal with a civi] defense emergency, subjeet to 
termination at any time by concurrent resolution of the Congress. Under section 
307 of the Federal Civil Defense Act, as amended (50 U. 8. C. App. 2297), such 
authority would terminate in any event on June 30, 1954. 

In approaching the problems of civil defense, the Congress recognizedthat ‘ar 
attack upon the continental United States with modern weapons of mass destruc- 
tion would thrust many unprecedented problems of vast magnitude upon our 
Government. Standby legislation was needed to assure adequate legal authority 
to cope with the immediate emergency conditions which would result from such 
attack. Accordingly, in title TII of the Federal Civil Defense Act of 1950, the 
Congress armed the executive branch of our Government with the broad standby 
authority necessary to meet the civil defense requirements of an attack 

Section 301 of such title permits the declaration of a civil defense emergency 
whenever an attack on the United States has occurred or is anticipated. The 
same section also authorizes termination of such an emergency by proclamation 
of the President or by concurrent resolution of the Congress. Since the title II] 
powers can only be exercised under the criteria of section 301, and since they can 
be terminated whenever appropriate in the manner indicated, there appears to 
be no need for retention of section 307. 

The broad powers contained in title ITI will be needed in the event of an atomic 
attack in this country. There will be no time after attack to pass necessary 
legislation. For civil defense planning purposes at Federal, State, and local level, 
it is necessary that there be a clear understanding of the legal authority for neces- 
sary action. The existence of standby legislation of this type will permit such 
planning. Civil defense plans and preparations must be maintained at a sub- 
stantial level of readiness for such period of time as any threat to America exists in 
the world. It is not a program whose emergency requirements will change as 
international tensions ease. 
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In view of the foregoing, it is requested that section 307 be repealed 
Advice has been received from the Bureau of the Budget that there would be no 
objection to the submission of the proposed legislation to the Congress 
Sincerely, 
KATHERINE G. HowaRpD 
(For Val Peterson) 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives,:there.is herewith .printed in parallel columns’ the 
text of provisions of existing law which would be repealed or amended 
by the various provisions of the bill: 


EXISTING LAW THE BILL 


Federal Civil Defense Act of 1950, as 
* amended) 


Sec. 307. The provisions of this title That section 307 of the Federal Civil 
shall terminate on June 30, 1954, or on Defense Act of 1950, as amended (50 
such earlier date as may be prescribed U.S.C. App. 2297), is hereby repealed. 
by concurrent resolution of the Con- 
gress. 


O 
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REPEALING SECTION 1174 OF THE REVISED STATUTES 


Marcu 10, 1954.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 


Mr. Jounson of California, from the Committee on Armed Services, 
submitted the following 


REPORT 


{To accompany H. R. 7329] 


The Committee on Armed Services, to whom was referred the bill 
(H. R. 7329) to repeal section 1174 of the Revised Statutes, as 
amended, relating to the cooperation of medical officers with line 
officers in superintending cooking by enlisted men, having considered 
the same, report favorably thereon without amendment and recom- 
mend that the bill do pass. 


PURPOSE OF THE BILL 


The bill would repeal section 1174 of the Revised Statutes relating 
to the cooperation of medical officers with line officers in superin- 
tending cooking by enlisted men. 

ry 

Che statute to be repealed reads as follows: 


The officers of the Medical Department of the Army shall unite with the 
officers of the line under such rules and regulations as shall be preseribed by the 
Secretary of War in superintending the cooking done by the enlisted men; and 
the Surgeon General shall promulgate to the officers of said corps such regula- 
tions and instructions as may tend to insure the proper preparation of the ration 
of the soldier. 

The foregoing is an antiquated statute and the Department of 
Defense requests its repeal. Actually, today and for many years in 
the past, the Quartermaster Corps has been in charge of the cooking 
done by enlisted men. _The Medical Corps has the overall responsi- 
bility for the health of the soldier, but doctors no longer superintend 
the cooking. As a matter of fact, the Quartermaster General began 
to assume the responsibility of supervision of cooking with the estab- 
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lishment of cooks and bakers schools in 1905. The Army has assigned 
the ‘jo; ceed for food service supervision to the Quartermaster 
General. 

The repeal of this law will not in any way impair or infringe upon 
the responsibilities of the Surgeon General for the health and hygien 
of the Army. It will merely relieve him from a statutory responsi- 
bility which, in fact, he no longer performs. 


COST AND BUDGET DATA 


Enactment of the bill will not involve the expenditure of any 
Federal funds. 
DEPARTMENTAL RECOMMENDATIONS 


The Department of Defense recommends enactment of the bil! 
and the Bureau of the Budget interposes no objection, as is shown by 
the following letter: 

NOVEMBER 20, 1953 
Hon. JosepH W. Martin, Jr., 
Speaker of the House of Representatives. 

Dear Mr. SpeEAKER: There is forwarded herewith a draft of legislation to repeal 
section 1174 of the Revised Statutes, as amended, relating to the cooperation of 
medical officers with line officers in superintending cooking by enlisted men. 

This proposed legislation is a part of the Department of Defense legislativ: 
program for 1954, and has been approved by the Bureau of the Budget. The 
Department of the Army on behalf of the Department of Defense recommends 
that it be enacted by the Congress. 


PURPOSE OF THE LEGISLATION 


Section 1174 of the Revised Statutes, as amended by the act of February 27, 
1877 (19 Stat. 243, 10 U. S. C. 104), provides that the officers of the Medical 
Department shall unite with the officers of the line in snperintending the cooking 
done by the enlisted men and further provides that the Surgeon General shal! 
promulgate regulations necessary to insure the proper preparation of the ration 
of the soldier. At the time of the enactment of this statute this work actually 
was performed by the Medical Department of the Army. Over the intervening 
vears, however, the responsibility for the proper preparation of foods has been 
shifted to the Quartermaster Corps and under current regulations of the Army 
the Quartermaster General is responsible for all matters concerning the prepara- 
tion and use of new rations and is adviser to the Army on food preparation and 
service. The repeal of this statute will relieve the Surgeon General from a statu- 
tory responsibility which in fact he no longer performs. 


COST AND BUDGET DATA 
The enactment of this proposed legislation will have no fiscal effects. 
Sincerely yours, 
Rospert T. STEVENS, 
Secretary of the Army. 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, there is herewith printed in parallel columns the 
text of provisions cf existing law which would be repealed or amended 
by the various provisions of the bill: 





REPEAL SECTION 1174 OF THE REVISED STATUTES 


EXISTING LAW THE BILL 
(Sec. 1174, Revised Statutes) 


The officers of the Medical Depart- That section 1174 of the Revised 
ment of the Army shall unite with the Statutes, as amended, is hereby§re- 
officers of the line under such rules and pealed. 
regulations as shall be prescribed by the 
Secretary of War in superintending the 
cooking done by the enlisted men; and 
the Surgeon General shall promulgate 
to the officers of said corps such regula- 
tions and instructions as may tend to 
insure the proper preparation of the 
ration of the soldier. 


O 
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Id Session 


AUTHORIZING THE SALE OF CERTAIN PUBLIC LAND IN 
ALASKA TO THE TURNAGAIN ARM COMMUNITY CLUB 
OF ANCHORAGE, ALASKA 


Marcu 10, 1954 Committed to the Comn ee of the hole House and ordered 


to be pri 


Mr. Minuuer of Nebraska, from the Committee on Interior and Insular 
Affairs, submitted the following 


REPORT 
[To ace 


The Committee on Interior and Insular Affairs, to whom was re- 
ferred the bill (H. R. 3854) to authorize the sale of certain public land 
in Alaska to the Rabbit Creek Community Club of Anchorage, 
Alaska, having considered the same, report favorably thereon with 
amendments and recommend that the bill as amended do pass. 

The amendments are as follows: 

Page 1, line 3, strike the words “Rabbit Creek Community Club” 
and insert in lieu thereof the words “‘Turnagain Arm Community 
Club’’. 

Page 2, lines 5, 6, and 7, strike the words ‘‘and which will probably 
be designated as lot 4 on a subsequently accepted plat of survey of 
this township;”’. 

Page 2, lines 11, 12 and 13, change the comma to a period and 
strike the words ‘‘and which will probably be designated as lot 3 on 
a subsequently accepted plat of survey of this township.” 

Page 2, strike all of lines 14 through 17, and insert in lieu thereof: 

Sec. 2. The lands shall be sold to the club : the ressonable appraised price 


to be fixed by the Secretary of the Interior, but not | han $1.25 per ac 
hell ; 


re, plus 
, p 
the cost of survey. [The Seeretarv shall h t! appreis I on the bos 
of the value of the lends at the date of appr ; 

resulting from the development or im} 


successors in interest. The conveyance 
the total payment due within five j 
the amount due: 


Amend the title so as to read: 


A bill to authorize the sale of certain public 
Arm Community Club of Anchorage, Alaske 
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EXPLANATION OF THE BILL 


H. R. 3854, as amended, authorizes the sale of approximately 5! 


acres of public land in Alaska to the Turnagain Arm Communit, 
Club of Anchorage for use as a community recreation center and fo; 
other community purposes. 

The amended bill provides that the appraised sales price shall b. 
fixed by the Secretary of the Interior but shall be not less than $1.25 
per acre, plus the cost of survey. The committee has further amended 
the bill to state that the appraisal shall be made on the basis of th: 
value of the lands at date of appraisal, exclusive of any increased 
value resulting from the development or improvement of the lands 
by the club. 

The tract of land covered by this bill is located approximately 10 
miles south of Anchorage, in a new residential area largely settled by 
veterans. They are now using it under a special land use permit and 
plan to construct a community club and recreation center. However, 
the club cannot obtain title to the land in the absence of existing law 
permitting the sale of unsurveyed lands for community purposes. 

The Department of the Interior has no objection to the bill’s enact- 
ment as amended by the committee. The Department’s report is 
set forth below in full. 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., February 17, 194 
Hon. A. L. MILuEr, 
Chairman, Committee on Interior and Insular Affairs, 
House of Representatives, Washington 25, D. C. 


My Dear Dr. Miuuer: This is in reply to the request of your committee for a 
report on H. R. 3854, a bill to authorize the sale of certain public land in Alaska 
to the Rabbit Creek Community Club of Anchorage, Alaska. 

I have no objection to the enactment of this bill, but suggest its amendment as 
hereinafter indicated. 

The bill proposes to authorize the Rabbit Creek Community Club of Anchorag 
Alaska, to purchase certain land, at a reasonable appraised price of not less thar 
$1.25 an acre, for use-as a community center and for other community purposes 

The Rabbit Creek Community Club, comprising a group of lessees and owners 
of nearby land, formed a community club and now have the use of the land 
covered by the bill under a special use permit issued by the Bureau of Land 
Management of this Department. The members of the group desire, befor 
making substantial improvements on the land under permit, to obtain ownership 
of this land. The failure of the club to obtain title to the land has been due to 
the absence of existing law authorizing the sale of unsurveyed lands for community) 
purposes. 

‘Lhe land specified in the bill has been included in a group of lands for survey 
but so far as known no survey has yet been made. We believe, therefore, that it 
is desirable to eliminate all references to the probable description of the land i: 
the plat of the survey. ‘The bill should be amended in lines 5, 6, and 7, page 2 
by striking out after the comma in line 5, the words “and which will probably b: 
designated as lot 4 on a subsequently accepted plat of survey of this township,’ 
and in lines 11, 12, and 13, page 2, by striking out after the comma in line 11, the 
words ‘“‘and which will probably be designated as lot 3 on a subsequently accepted 
plat of survey of this township.” 

Since that tract is unsurveyed, the bill should be amended to include the cost 
of survey in the price to be paid by the community club and to give the club 5 
years after notification of the price to make the required payment. I therefore 
recommend that section 2 of the bill be amended by striking out lines 14 throug! 
17, on page 2, of the bill, and inserting in lieu thereof the following: 

“Srnec, 2. The lands shall be sold to the Club at the reasonable appraised price 
to be fixed by the Secretary of the Interior, but not less than $1.25 per acre, plus 
the cost of survey. The conveyance shall be made only if the Club makes the 
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tal payment due within five years after notification by the Secretary 

ount due.’”’ 

Che Bureau of the Budget has advised that there is no objection 

ission of this report to your committee 
Sincerely yours, 

OrME Lewis, 


ASSISTANT SECRETARY OF THE INTERIOR. 


At the time the bill was introduced, the group requesting its passage 
was known as the Rabbit Creek Community Club. On December 18, 
1953, the members formed a nonprofit corporation known as the 
Turnagain Arm Community Club. The bill has been amended 
accordingly. 

Enactment of H. R. 3854, as amended, is unanimously recommended 
by the Committee on Interior and Insular Affairs. 
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Id Session , 7 No. 1343 


AUTHORIZING CERTAIN MEMBERS OF THE ARMED 
FORCES TO ACCEPT AND WEAR DECORATIONS OF 
CERTAIN FOREIGN NATIONS 


Marcu 10, 1954 Referred to the House Calendar and ordered to be printed 


\ir. Jounson of California, from the Committee on Armed Services, 
submitted the following 


REPORT 


~ 


(To accompany 8. 2247] 


The Committee on Armed Services, to whom was referred the bill 
S. 2247) to authorize certain members of the Armed Forces to accept 
and wear decorations of certain foreign nations, having considered the 
same, report favorably thereon without amendment and recommend 
that the bill do pass. 


PURPOSE OF THE BILL 


The bill would authorize officers and enlisted personnel of the 
Armed Fortes of the United States, during the period of hostilities in 
Korea, and for 1 year thereafter, to accept from the governments of 
foreign nations whose personnel are participating with or under the 
United Nations Command in Korea, such decorations, orders, and 
emblems as may be tendered them. 

The Constitution of the United States prevents any person from 
accepting a foreign decoration without consent of Congress. Hence, 
legislative action is necessary before our service personnel can accept 
foreign decorations or awards. There are about 1,100 such awards 
being held up at this time. 

The delay in the acceptance of such decorations as is imposed by our 
constitutional limitation is not always fully understood by foreign 
rovernments and is often misconstrued by them. In addition, 
decorations of the British Empire are awarded in the name of the 
Queen and must be assured of acceptance. In view of our laws and 
regulations, no such awards have been tendered. 

It is believed that enactment of the legislation would be an im- 
portant morale factor. It is difficult for our servicemen who have 
been fighting in Korea to understand why they cannot accept and 
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wear a decoration which has been awarded to them for meritorious 
service by one of the other nations fighting with the United States 
under the United Nations Command. 


COST AND BUDGET DATA 


Enactment of the bill would not involve the expenditure of Federal 
funds, 


DEPARTMENTAL RECOMMENDATIONS 


The Department of Defense favors enactment of the bill and the 
Bureau of the Budget interposes no objection, as is shown by the 
following letter relating to H. R. 6051, a House bill of similar tenor. 


OFFICE OF THE SECRETARY OF DEFENSE, 
Washington 25, D. C., June 24, 1958. 
Hon. JoserpH W. MarrtIn, Jr., 
Speaker of the House of Representatives. 


Dear Mr. SPEAKER: There is forwarded herewith a draft of legislation, ‘‘to 
authorize certain members of the Armed Forces to accept and wear decorations 
of certain foreign nations.” 

This proposal is a part of the Department of Defense legislative program for 
1953 and the Bureau of the Budget has indicated that it has no objection to the 
submission of this legislation to the Congress for its consideration. The Depart- 
ment of Defense recommends that it be enacted. 


PURPOSE OF THE LEGISLATION 


This legislation would authorize officers and enlisted personnel of the Armed 
Forces of the United States, during the period of hostilities in Korea in which the 
United States is engaged and for 1 year thereafter, to accept from the governments 
of foreign nations whose personnel are participating with or under the United 
Nations Command in Korea such decorations, orders, and emblems as may be 
tendered them and which are conferred by such governments upon members of 
their own military forces. 

Clause 8 of section 9, article I, of the Constitution provides that: ‘‘No title of 
Nobility shall be granted by the United States: And no Person holding any Office 
of Profit or Trust under them, shall, without the Consent of the Congress, accept 
of any present, Emolument, Office, or Title, of any kind whatever, from any King, 
Prince, or foreign State.” As a result, except as provided by temporary laws ap- 
plicable during World Wars I and II, it is necessary periodically to request the 
Congress to authorize the acceptance, by officers and enlisted personnel in the 
Armed Forces of the United States, of decorations which were tendered to them 
by foreign governments. The procedures by which such decorations are awarded 
are time consuming and while the procedures are not particularly burdensome 
during normal peacetime, they are cumbersome and unnecessarily restrictive 
during the current national emergency when applied in relation to those foreign 
decorations which are tendered to our military personnel in connection with mili- 
tary operations in Korea. As a result of the United Nations military operations 
in Korea, military personnel of many nations are fighting side by side in the fulfill- 
ment of the commitments made by the various nations in relation to their member- 
ship in the United Nations Organization. 

Decorz.tions :.re currently being tendered by a number of Allied Governments 
to United St .tes military personnel for their outstanding contributions to the 
United Nations militxry efforts in Korea. The delay in the acceptance of such 
decore.tions 2s imposed by our constitutional limitations is not fully understood 
by foreign governments and is often misconstrued by them. In addition, the 
delsy resulting from processing such decorations in accordance with normal pro- 
cedure has an adverse effect upon the morale of the recipients of such decorations. 
Enectment of this legislation would eliminate that delay in connection with such 
foreign decore.tions awarded for service in the Korean area and would represent 
an important morale factor. 
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LEGISLATIVE REFERENCES 


The authority which would be granted under this legislation is similar to that 
which existed during World Wars I and II (40 Stat. 872; 56 Stat. 662 and 1056; 
10 U. S. C. 1423a and 1423b). It is believed that the ressons supporting enact- 
ment of the legislation which was in effect during World Wars I and II have equal 
application and compelling force in relation to the present Korean situation. 


DEPARTMENT OF DEFENSE ACTION AGENCY 


The Department of the Army has been designated as the representative of the 
Department of Defense for this legislation. 
Sincerely yours, 
Joun G. ADAMs, 
Acting General Counsel 


O 
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FEDERAL EMPLOYEES INCENTIVE AWARDS PROGRAMS 


A\{,rcu 10, 1954.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 


\ir. HaGren of Minnesota, from the Committee on Post Office and 
Civil Service, submitted the following 


REPORT 


{To accompany H. R. 7774] 


The Committee on Post Office and Civil Service, to whom was 
referred the bill (H. R. 7774) to establish a uniform system for the 
granting of incentive awards to officers and employees of the United 
States, and for other purposes, having considered the same, report 
favorably thereon with amendments and recommend that the bill, 
as amended, do pass. 

The amendments are as follows: 

(a) Page 2, line 14, strike out “or the former” and insert in lieu 
thereof “or to former’’. 

(b) Page 3, line 9, strike out “subsection (a)’’ and insert in lieu 
thereof “‘subsections (a) and (b)”’. 

(c) Page 3, strike out subsection (e) and insert in lieu thereof the 
following: : 

e) The Commission shall include in its annual report to the Congress a state- 
ment with respect to the operation of the program of incentive awards plans for 
the departments under this act, together with such recommendations as the Com- 
mission may deem advisable. 

(d) Page 4, line 3, after the period insert the following sentence: 
The President of the United States shall determine the proportionate share of each 
respective benefiting department. 

(e) Page 4, line 6, after the word “‘amount”’ insert ‘“‘but not in excess 
of $25,000’’. 

(f) Page 4, at lines 8 and 9, strike out “idea, method, or device”’ and 
insert in lieu thereof “‘suggestion, invention, superior accomplishment, 
or other meritorious effort’. 

(g) Page 4, line 11, subsection (c) of the introduced bill is redesig- 
nated as subsection (d), and is amended by striking out ‘‘the use by 
the United States of any idea, method, or device’ and inserting in 
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lieu thereof “any benefit derived by the United States or the District 
of Columbia as a result of the suggestion, invention, superior accom- 
plishment, or other meritorious personal effort” 

(hk) Page 4, insert after line 10 the following subsection: 

(c) The President of the United States is authorized to pay monetary awards 
to, and to incur necessary expenses for the honorary recognition of, civilian officers 
and employees of the Government who by their suggestions, inventicns, superior 
accomplishments, or other personal efforts contribute to the efficiency, economy, 
or other improvements of Government operations, or who perform exceptionelly 
meritorious special acts or services in the public interest in connection with or 
related to their official employment. Such Presidential awards may be in add 


ition 
to departmental awards authorized in section 3 (a). 


(i) Page 4, line 17, subsection (d) is redesignated as subsection (e 
PURPOSE OF AMENDMENTS 


Amendment (a) corrects a typographical error in the introduced 
bill. 

The purpose of amendment '(b) is to permit delegation of the au- 
thority vested in the Civil Service Commission in sections 3 (a) and 
3 (b) of the bill to the director of the incentive awards office. 

The purpose of amendment (c) is to eliminate the requirement for 
the Civil Service Commission to submit a separate, special report on 
incentive-awards programs, permitting its inclusion in their annual 
report to the Congress. Such inclusion will also channel this report 
through the Office of the President of the United States. 

The purpose of amendment (d) is to place the authority in the Office 
of the President of the United States for determining the proportionate 
amount of a cash award that each respective benefiting department 
shall pay, where an individual suggestion has benefited a number of 
them. 

The purpose of amendment (e) is to limit to $25,000 an individual 
cash award which bas been approved by the Civil Service Commission. 

Amendment (f) is a technical amendment which conforms the lan- 
guage of sections 4 (b) and 3 (a) 

Amendment (g) is a technical amendment which redesignates this 
section and conforms its language with that of sections 4 (b) and 
3 (a). 

The purpose of amendment (h) is to authorize the President of the 
United States to grant cash awards or honorary recognition. Such 
Presidential awards may be in addition to those authorized in section 
3 (a). Accordingly, it is possible for an award to be in excess of 
$25,000, provide d it is so highly exceptional or meritorious as to justify 
such an additional award by the President. 

Amendment (i) is a tee ‘hnical amendment to redesignate this section 
and place it in its proper location in the bill. 


STATEMENT 


This legislation consolidates all laws presently governing the various 
incentive awards programs in the Federal departments and agencies 
and establishes a single uniform authority under which each respective 
program will operate. The committee believes that central admin- 
istrative control is necessary to properly motivate and _ stimulate 
interest in awards programs, and this bill vests this responsibility and 
control in the Civil Service Commission. 
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Last fall, during the recess from the 1st session of the 83d Congress, 
the committee visited the following cities: Minneapolis, Chicago, 
Kansas City, Denver, Sacremento, San Francisco, Los Angeles, New 
Orleans, and ’Atlanta. The purpose of these visits was to confer with 
Federal employees, management officials, and personnel officers at the 

“grassroots” level on how Federal personnel policies and practices, 
which were formulated in the central offices here in Washington, were 
affecting them. Among the personnel programs discussed was that 
on incentive awards. Industry representatives testified, also, on 
their similar personnel programs. 

The bulk of the testimony given by the Government people indi- 
cated that employees manifested only a very casual interest in such 
awards programs. Among the reasons given for this indifferent 
attitude and lack of interest were: 

Management itself had not evidenced any interest and had 
not encouraged employees to participate in such programs. 
Accordingly, employees hardly could be expected to display any 
initiative. 

2. Management was too slow in acting on suggestions once 
employees had submitted them. In several instances testimony 
showed that agencies had failed even to notify their employees 
what action, if any, had been taken on their suggestions, after a 
lapse of over 2 years. Such indifference and lack of consideration 
materially hindered the successful operations of these awards 
programs by stifling employee incentive to participate in them. 

3. Decentralized authority to any appreciable degree to field 
offices for considering suggestions and granting awards for those 
adopted had not been granted. The major reason advanced for 
this lack of decentralization was the statutory limitation of 
$25,000 for each fiscal year that departments and agencies could 
grant for meritorious suggestions under Public Law 600, 79th 
Congress, 2d session. 

In marked contrast was the testimony given the committee by the 
industry representatives. They spoke of their awards programs 
enthusiastically and in terms of glowing praise. All emphasized that 
such programs are important from many standpoints aside from saving 
money. Morale and interest in the job to be done is greatly improved, 
because through these programs employees are made to feel that 
they are an important part of the organization’s operations. One 
industry representative testified that awards programs are an ex- 
cellent method whereby employees can be taken in partnership with 
management. He pointed out that the benefits resulting from such 
harmonious working relationship is obvious to all. 

Nearly all the industry representatives stated that their respective 
awards programs are based on a percentage of the estimated or actual 
savings. Therefore, they all indicated that this is one budget item 
that their companies would like to see go way up, providing it remains 
on the same basis. These industry officials were amazed when in- 
formed that only 195,000 suggestions had been submitted by 2% 
million Federal employees for the fiscal year 1953. They appeared 
to be all of the same opinion, namely, that Federal management 
officials, having failed to recognize the potential value of such awards 
programs, have not displayed the proper initiative in stimulating 
interest inthem. In turn, many of these programs have bogged down 
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completely, and in practically no instance is the Federal Government 
deriving the maximum benefits possible. 

Upon completion of the field trip, the committee carefully reviewed 
and analyzed the testimony received on incentive awards programs, 
The Subcommittee on the Federal Civil Service was assigned the 
task of making initial determinations on proposed legislation to im- 
prove the Federal Government’s present awards systems. Full sub- 
committee hearings were held at which representatives of the Civil 
Service Commission, the Bureau of the Budget, and the General 
Accounting Office appeared and presented the views of these agencies 
On the basis of information developed on the field trips and in these 
hearings this legislation was introduced. The committee believes that 
it will correct the fundamental weaknesses in the Government awards 
programs which are indicated previously in this report. 

This legislation will result in no additional cost to the Government 
The Civil Service Commission re ports that it— 
strongly favors the enactment of this proposed legislation, which should mak¢ 
possible even greater benefits in savings and improved operations than hay: 
resulted from the awards program now in operation. 

The following analysis will explain precisely what this legislation will 
accomplish and how it strengthens the present laws governing awards 
programs. 

ANALYSIS OF THIS LEGISLATION 


Section 1 of this bill establishes a short title, ‘““The Federal Em- 
ployees Incentive Awards Act of 1954.” 

Section 2 of this bill defines the terms, ‘‘department,” “Govern- 
ment,” “employees,” and ““Commission.”’ This section will place all 
Federal departments and agencies and their employees under the 
provisions of this bill, including wage-board employees, field postal 
employees, per diem consultants, and without-compensation officials 
The term ‘Commission’? means the United States Civil Servic 
Commission. 

Section 3 (a) of this bill imposes a duty on each administrator to 
establish an incentive awards program for his respective department 
or agency, in accordance with the standards and regulations estab- 
lished by the Commission. 

Section 3 (b) of this bill places the responsibility on the Commission 
to inspect these various incentive awards plans established under the 
authority of this legislation. Where such inspection indicates non- 
compliance with the provisions of this legislation or with the standards 
and regulations of the Commission, the Commission has the right to 
request the Administrator to revise or modify his plan to whatever 
extent is necessary to remedy it. 

Section 3 (c) of this bill authorizes the Commission to establish an 
incentive awards office, appoint a director thereof, and to delegate 
to him whatever duties it deems necessary. 

Section 3 (d) establishes the line of administrative sathoriey from 
the director of the incentive awards office directly to the Executive 
Director of the Commission. 

Section 3 (e) authorizes the Commission to include a statement on 
the operations of the incentive-awards program in its annual report 
to the Congress. This authorization eliminates the necessity for the 
submission of a separate report on this program. 
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Section 4 (a) authorizes departments to pay cash awards and 
expenses for honorary recognition from their general appropriations. 
In addition, it will permit a number of different departments who have 
all benefited from a single suggestion to share in the award granted 
therefor. The President of the United States will determine the 
proportionate amount that each benefiting department will contribute. 

Section 4 (b) places a limitation of $5,000 on an individual cash 
award which an administrator can grant under his own authority. 
Cash awards in excess of $5,000, but not in excess of $25,000 can 
be granted, however, providing such award is approved by the 
Commission. 

Section 4 (c) authorizes the President of the United States to pay 
cash awards and incur expenses for honorary recognition of civilian 
officers and employees of the Federal Government. Such Presidential 
awards may be in addition to those authorized in section 3 (a). 
Accordingly, this section will permit the granting of a cash award in 
excess of $25,000 where the adopted suggestion or invention is of a 
highly meritorious or exceptional nature. 

Section 4 (d) is to protect the United States and the District of 
Columbia from a claim of any nature which might arise from the 
acceptance of a cash award by any employee, former employee, his 
heirs, assigns, or estate. 

Section 4 (e) states that due weight shall be given to such awards 
in considering employees for promotion. 

Section 5 (a) repeals all existing laws governing incentive-awards 
programs. Section 702 of the Classification Act of 1949, which 
authorizes within-grade salary step increases for superior accomplish- 
ment is among the laws repealed in this section. 

Section 5 (b) isa general “catch all’ clause to repeal any inconsist- 
ent laws, which might have been overlooked, to the extent of their 
inconsistency. 

Section 5 (c) is to correct the language of section 701 of the Classifi- 
eation Act of 1949 which refers to sections 702 and 1002 of this act. 
These two sections are repealed by section 5 (a) (1) of this bill. 

Section 6 is a savings clause which protects employees who might 
be receiving within-grade salary step increases for superior accom- 
plishment, or other awards benefits under laws repealed by this bill. 

Section 7 authorizes necessary appropriations to carry out the pur- 
poses of this bill. 

Section 8 establishes the effective date of this legislation as 90 days 
after its enactment. This will grant departments sufficient time to 
revise their awards programs in compliance with the provisions of 
this bill. 

CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as intro- 
duced, are shown as follows (existing law proposed to be omitted is 
enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 

Sections 702, 1002, anp 1003 or THe Act or OcToBER 28, 1949 


[Sec. 702. (a) Within the limit of available appropriations and in accordance 
With standards promulgated by the Commission, each department is authorized, 
subject to pricr approval by the Commission (except as provided in subsection 
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(b)), to make additional step-increases as a reward for superior accomplishment 
but no officer or employee shall be eligible for more than one such additional! step. 
increase within each of the time periods specified in section 701 (a). , 

{(b) The Commission is authorized to delegate to any department the a). 
thority to make the additional step-increases provided for in this section, withoy 
prior approval in individual cases by the Commission. The Commission may 
withdraw or suspend such authority whenever review of such actions by tho 
Commission indicates that standards promulgated by the Commission have no} 
been observed, and may restore such authority whenever it is satisfied ¢} 
subsequent actions will be taken in conformance with such standards. 

{(c) Each department shall report to the Commission all actions taken under 
this section, together with the reasons therefor. The Commission shall submit 
an annual report to Congress covering the numbers and types of actions ta} 
under this section. ] 

(Sec. 1002. (a) In each department there shall be established an Efficie; 
Awards Committee, the membership of which shall be designated by the head oj 
the department. 

{(b) It shall be the duty of the Efficiency Awards Committee (1) to identif 
those supervisors and employees within the department whose superior accom- 
plishments have contributed to outstanding efficiency and economy in adminis- 
tration, and (2) to award to such supervisors and employees, subject to the 
approval of the head of the department and to the limitations of subsectio; 
(c), cash awards or increases in rates of basic compensation which, in the judg 


ment of the Committee, are commensurate with their demonstrated superior 
accomplishments: Provided, however, That the total amount of such awards or 
increases to any group of supervisors and employees shall not exceed 25 per 
centum of the estimated saving to the Government due to their superior accom- 
plishments. 

{(c) Any such cash award or any such increase in rate of basic compensation 
shall not exceed an amount equal to three times the step-increase of the applicable 
grade. Any such increase in rate of basic compensation shall be at one, two, or 
three times the step-increase of the applicable grade and shall be in lieu of any 
additional compensation as a reward for superior accomplishment under section 
702. 

{(d) An award under this title shall be given due weight in qualifying and 
selecting employees for promotion to positions in higher grades. ] 

[Sec. 1003. The Bureau of the Budget shall maintain control of the program 
set forth in this title and shall annually report the results of such program to 
Congress, with such recommendations as it may deem advisable. ] 


1at 


Section 14 or tHe Act or Avuaust 2, 1946 


[Srec. 14. The head of each department is authorized, under such rules and 
regulations as the President may prescribe, to pay cash awards to civilian officers 
and employees (or to their estates) who make meritorious suggestions which wi 
result in improvement or economy in the operations of his department and whic! 
have been adopted for use and to incur necessary expenses for the honorary recog- 
nition of exceptional or meritorious service: Provided, That no award shall be 
paid to any officer or employee for any suggestion which represents a part of the 
normal requirements of the duties of his position. With the exception of the 
War and Navy Departments, the amount of any one award shall not exceed 
$1,000 and the total of cash awards paid during any fiscal year in any department 
shall not exceed $25,000. Payments may be made from the appropriation for 
the activity primarily benefiting or may be distributed among appropriations for 
activities benefiting as the head of the department determines. A cash award 
shall be in addition to the regular compensation of the recipient and the acceptance 
of such cash award shall constitute an agreement that the use by the United States 
of the suggestion for which the award is made shall not form the basis of a further 
claim of any nature upon the United States by him, his heirs or assigns. 

[All other Acts or parts of Acts in conflict with the provisions of this section 
are hereby repealed. ] 

Act or DrcremMBER 3, 1945 


CAuthorizing payments of rewards to postal employees for inventions 


[Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That the Postmaster General is authorized, under 
such rules and regulations as he may prescribe, to pay a cash reward for any 
invention, suggestion, or series of suggestions submitted by one or more employees 
of the Post Office Department or the postal service, which will clearly effect 4 
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material economy or increase efficiency in the administration or operation of the 
Post Office Department or the postal service, and which has been adopted for use. 

[The total amount of rewards made under this Act in any one fiscal year shall 
not exceed $25,000 and the amount so paid for any one invention, suggestion, or 
series of suggestions shall not exceed $1,000. 

[Rewards made under this Act shall be paid out of the appropriation for the 
postal activity primarily benefiting, or may be distributed among appropriations 
for postal activities benefiting, as the Postmaster General may determine. Pay- 
ments shall be in addition to the regular compensation of the employee receiving 
the reward. No employee shall be paid a reward under this Act until he has 
properly executed an agreement to the effect that the use by the United States of 
the invention, suggestion, or series of suggestions made by him shall not form the 
basis of a further claim of any nature upon the United States by him, his heirs, 
or assigns. 


[Approved December 3, 1945.] 


Act or Juty 17, 1912 


AN ACT Authorizing the Secretary of War to pay a cash reward for suggestions submitted by emplovees 
of certain establishments of the Ordnance Department for improvement or economy in manufacturing 
processes Or plant 


[Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That the Secretary of War is hereby authorized 
to offer periodically at such of the establishments of the Ordnance Department as 
he may select a cash reward for the suggestion, or series of suggestions, for an 
improvement or economy in manufacturing processes or plant, submitted within 
the period by one or more employees of the establishment which shall be deemed 
the most valuable of those submitted and adopted for use: Provided, That to 
obtain this reward the winning suggestion must be one that will clearly effect a 
material economy in production or increase efficiency or enhance the quality of 
the product in comparison with its cost and in the opinion of the Secretary shall 
be so worthy as to entitle the employee making the same to receive the reward: 
Provided further, That the sums awarded to employees in accordance with this Act 
shall be paid them in addition to their usual compensation and shall constitute 
part of the general or shop expense of the establishment: Provided further, That 
the total amount paid under the provisions of this Act shall not exeeed one 
thousand dollars for any one month: And provided further, That no employee shall 
be paid a reward under this Act until he has properly executed an agreement to 
the effect that the use by the United States of the suggestion, or series of sug- 
gestions, made by him shall not form the basis of a further claim of any nature 
upon the United States by him, his heirs, or assigns, and that application for patent 
has not been made for the invention. 

(Approved, July 17, 1912.] 


Act or JuNE 26, 1944 


[Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That The Secretary of the Interior is authorized 
to pay cash rewards, subject to such regulations as he shall prescribe, to officers 
and employees of the Department of the Interior, who, in the course of their em- 
ployment, and subsequent to November 17, 1942, make suggestions or inventions 
which are of such a nature that their adoption would result in improved tech- 
nological or scientific processes or methods, or in improvements in the adminis- 
tration or operations of the Department of Interior. The amount expended for 
the payment of such rewards during any one fiscal year shall not exceed $20,000 
in the aggregate and shall not exceed $1,000 to any one person, unless a greater 
amount is specifically appropriated for a named person in an exceptionally meri- 
torious case. For the purposes of this section, the Secretary of the Interior is 
authorized and directed to set up in the Department a Board of Awards, the 
proceedings of which shall be available to the public. Nothing in this section 
shall be taken or construed as amending or modifying the present patent and 
trade-mark laws as they now exist or may hereafter be amended. 

[Approved June 26, 1944.] 


Sussections 35 (A) anp (B) or THE Act or August 2, 1946 


[Sec. 35. (a) The Secretary of the Navy is authorized, in his diseretion and 
under such rules and regulations as he may prescribe, to pay cash rewards to 
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civilian personnel of the Naval Establishment or other persons in civil lif ( 
due to a suggestion or series of suggestions by them, there results an improvem, 


or economy in manufacturing process or plant or naval material, or in effic Yor R30 
economy in the operation or administration of the Navy Department or the Nayg ? 
Establishment. Such sums as may be awarded to employees in accordance wi; 2 


this section shall be paid them out of naval appropriations in addition to thei, 
usual compensation. No employee or other person in civil life shall be paid 
reward under this section until he has properly executed an agreement to the eff, 
that the use by the United States of the suggestion or series of suggestions le | 
him shall not form the basis of a further claim of any nature against the United 
States by him, his heirs, or assigns. IN 

[(b) Except as provided in subsection (a) hereof, civilian personnel of the Nava FE 
Establishment shall not be paid any premium or bonus or cash reward in addition . 
to their regular salaries.] 


4 


Act or Marcu 13, 1944 


CJOINT RESOLUTION To provide cash awards to personnel of the Maritime Comm 1 the 
War Shipping Administration for useful suggestions to improve administration of their activit Vf 





[Resolved by the Senate and House of Representatives of the United States 
America in Congress assembled, That the United States Maritime Commissi 
is authorized to pay cash awards for suggestions submitted to it by any of 
officers or employees in cases where the suggestion, in the opinion of the Com- 
mission or of a committee designated by it, would, if adopted, make for sub- \I 
stantially increased efficiency, economy, or general improvement in carrying out ) 
the duties, powers, or functions of the Commission. Such suggestions shall be 





the Commission may prescribe, including provision for transfer to the Uni 
States of all rights or interests of the officer or employee in the suggestion. Thy 
provisions of this section shall apply in like manner to the War Shipping Admin- 
istration and its officers and employees, and for the purpose of this section the 
terms ‘‘United States Maritime Commission” and ‘‘Commission”’ shall be deemed 
to refer to the War Shipping Administration. The total amount of cash awards 
made under this joint resolution in any fiscal year shall not exceed $5,000 for each 


such agency, and the amount paid for any one suggestion shall not exceed $250 | 
for any one suggestion, except in case of a patentable idea, it may be not more ‘ 
than $1,000. on 
[Approved March 13, 1944.] St 
fa 
Section 701 oF THE AcT oF OcTORER 28, 1949 : 
as 
TITLE VII—STEP-INCRBASES 

Sec. 701. (2) Each officer or employee compenseted on » per annum basis 
and occupying a permanent position within the scope of the compens»tio th 

schedules fixed by this Act, who has not attained the maximum scheduled rat 
of compenstion for the grade in which his position is placed, shall be advanced th 


compensation successively to the next higher rate within the grade at the begir 
ning of the next pay period following the completion of (1) each fifty-two calendar : 
weeks of service if his position is in a grade in which the step-increases are less fo 
than $200, or (2) each seventy-eight calendar weeks of service if his position is ii 
a grade in which the step-increases are $200 or more, subject to the following 
conditions: h 

(A) That no equivalent increase in compenss.tion from any cause was 


received during such [period, except increase made pursuant to seetion 702 
or 1002;] period; 
(B) That his current efficiency ratirg is ‘‘good”’ or better than ‘‘good ry 


(C) That the service and conduct of such officer or employee are certifi 
as being otherwise satisfactory by the department; and 
(D) That the benefit of successive step-increases shall be preserved, unde: 
reguls.tions issued by the Commission, for officers and employees whos of 
continuous service is interrupted in the public interest by service with thi 
armed forces or by service in essential non-Government civilian employment 
during a period of war or nations! emergency. In 
(b) The term ‘‘good”’ es used in this title shall have the same meaning 2s whe or 
used in the systems of efficiency rating established pursuant to title IX of this 
Act. 
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# 10, 1954 Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 


Haaren of Minnesota, from the Committee on Post Office and 
Civil Service, submitted the following 


REPORT 


[To accompany H. R. 7774] 


The Committee on Post Office and Civil Service, to whom was 
referred the bill (H. R. 7774) to establish a uniform system for the 
ranting of incentive awards to officers and employees of the United 
States, and for other purposes, having considered the same, report 
favorably thereon with amendments and recommend that the bill, 
as amended, do pass. 

The amendments are as follows: 

a) Page 2, line 14, strike out ‘or the former’ and insert in lieu 
thereof ‘or to former’’. 

b) Page 3, line 9, strike out “subsection (a)” and insert in lieu 
hereof ‘‘subsections (a) and (b)”’. 

c) Page 3, strike out subsection (e) and insert in lieu thereof the 
following: 

e) The Commission shall include in its annual report to the Congress a state- 
ment With respect to the operation of the program of incentive awards plans for 
he departments under this act, together with such recommendations as the Com- 

ission may deem advisable. 

d) Page 4, line 3, after the period insert the following sentence: 
The President of the United States shall determine the proportionate share of each 
respective benefiting department. 

(e) Page 4, line 6, after the word ‘‘amount”’ insert “but not in excess 
of $25,000”. 

(f) Page 4, at lines 8 and 9, strike out “idea, method, or device” and 
insert in lieu thereof “suggestion, invention, superior accomplishment, 
or other meritorious effort”’. 

(g) Page 4, line 11, subsection (c) of the introduced bill is redesig- 
nated as subsection (d), and is amended by striking out ‘‘the use by 
the United States of any idea, method, or device’’ and inserting in 

42006 
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lieu thereof “any benefit derived by the U nited States or the District 
of Columbia as a result of the suggestion, invention, superior accom. 
plishment, or other meritorious personal effort’’ 

(h) Page 4, insert after line 10 the following subsection: 

{c) The President of the United States is authorized to pay monetary awar 
to, and to incur necesss sy expenses for the honorary recognition of, civilian offi 
and employees of the Government who by their suggestions, inventicns, superior 
acc omplishme nts, or other personal efforts contribute to the efficiency, econ 
or other improvements of Government operations, or who perform exe eo nel) 
meritorious special acts or services in the public interest in connection Ww rith 
related to their officialemployment. Such Presidential awards may be in a 
to departmental awards authorized in section 3 (a). 


(1) Page 4, line 17, subsection (d) is redesignated as subsection 
PURPOSE OF AMENDMENTS 


Amendment (a) corrects a typographical error in the introduc 
bill. 

The purpose of amendment (b) is to permit delegation of the a 
thority vested in the Civil Service Commission in sections 3 (a) an 

3 (b) of the bill to the Director of the Incentive Awards Office. 

The purpose of amendment (c) is to eliminate the requirement fo; 
the Civil Service Commission to submit a separate, special report o: 
incentive-awards programs, permitting its inclusion in their annu: 
report to the Congress. Such ine Jusion will also channel this re port 
through the Office of the President of the United States. 

The purpose of amendment (d) is to place the authority in the Offic 
of the President of the United States for determining the proportionate 
amount of a cash award that each respective benefiting department 
shall pay, where an individual suggestion has benefited a number of 
them. 

The purpose of amendment (e) is to limit to $25,000 an individual! 
cash award which bas been approved by the Civil Service Commission 

Amendment (f) is a technical amendment which conforms the lan- 
guage of sections 4 (b) and 8 (a). 

Amendment (g) is a technical amendment which redesignates this 
section and conforms its language with that of sections 4 (b) and 
3 (a) 

The purpose of amendment (h) is to authorize the President of the 
United States to grant cash awards or honorary recognition. Suc! 
Presidential awards may be in addition to those authorized in section 
3 (a). Accordingly, it is possible for an award to be in excess of 
$25,000, provided it is so highly exceptional or meritorious as to justify 
such an additional award by the President. 

Amendment (i) is a technical amendment to redesignate this section 
and place it in its proper location in the bill. 


STATEMENT 


This legislation consolidates all laws presently governing the various 
incentive awards programs in the Federal departments and agencies 
and establishes a single uniform authority under which each respec tive 
program will operate. The committee ‘believes that central admin- 






istrative control is necessary to properly motivate and stimulat: 
interest in awards programs, and this bill vests this responsibility and 
control in the Civil Service Commission. 
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Last fall, during the recess from the Ist session of the 83d Congress, 
the committee visited the following cities: Minneapolis, Chicago, 
Kansas City, Denver, Sacremento, San Francisco, Los Angeles, New 
Orleans, and Atlanta. The purpose of these visits was to confer with 
Federal employees, management officials, and personnel officers at the 
“grassroots” level on how Federal personnel policies and practices, 
which were formulated in the central offices here in Washington, were 
affecting them. Among the personnel programs disc cussed was that 
on incentive awards. Industry representatives testified, also, on 
their similar personnel programs. 

The bulk of the testimony given by the Government people indi- 
cated that employees manifested only a very casual interest in such 
awards programs. Among the reasons given for this indifferent 
attitude and lack of interest were: 

1. Management itself had not evidenced any interest and had 
not encouraged employees to participate in such programs. 
Accordingly, employees hardly could be expected to display any 
initiative. 

2. Management was too slow in acting on suggestions once 
employees had submitted them. In several instances testimony 
showed that agencies had failed even to notify their ai roes 
what action, if. any, had been taken on their suggestions, after 
lapse of over 2 years. Such indifference and lack of consiitarhtian 
materially hindered the successful operations of these awards 
programs by stifling employee incentive to participate in them. 

3. Decentralized authority to any appreciable degree to field 

offices for considering suggestions and granting awards for those 
adopted had not been granted. The major reason advanced for 
this lack of decentralization was the statutory limitation of 
$25,000 for each fiscal year that departments and agencies could 
grant for meritorious suggestions under Public Law 600, 79th 
Congress, 2d session. 

In marked contrast was the testimony given the committee by the 
industry representatives. They spoke of their awards programs 
enthusiastically and in terms of glowing praise. All emphasized that 
such programs are important from many standpoints aside from saving 
money. Morale and interest in the job to be done is greatly improved, 
because through these programs employees are made to feel that 
they are an important part of the organization’s operations. One 
industry representative testified that ‘awards programs are an ex- 
cellent method whereby employees can be taken in partnership with 
management. He pointed out that the benefits resulting from such 
harmonious working relationship is obvious to all. 

Nearly all the industry representatives stated that their respective 
awards programs are based on a percentage of the estimated or actual 
savings. Therefore, they all indicated that this is one budget item 
that their companies would like to see go way up, providing it remains 
on the same basis. These industry officials were amazed when in- 
formed that only 195,000 suggestions had been submitted by 2% 
million Federal emplovees for the fiscal year 1953. They appeared 
to be all of the same opinion, namely, that Federal management 
officials, having failed to recognize the potential value of such awards 
programs, have not displayed the proper initiative in stimulating 
interest inthem. In turn, many of these programs have bogged down 
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3 
completely, and in practically no instance is the Federal Governmey $s 
deriving the maximum benefits possible. exp 

Upon completion of the field trip, the committee carefully reviews In a 
and analyzed the testimony received on incentive awards programs f § all 
The Subcommittee on the Federal Civil Service was assigned ¢| the 
task of making initial determinations on proposed legislation to im.—¥ pro 
prove the Federal Government’s present awards systems. Full su).—) s 
committee hearings were held at which representatives of the Civi B¥ aw: 
Service Commission, the Bureau of the Budget, and the Gener fe Ca: 

Accounting Office appeared and presented the views of these agencies he 
On the basis of information developed on the field trips and in thes Co! 
hearings this legislation was introduced. The committee believes tha f 
it will correct the fundamental weaknesses in the Government award: eas 
programs which are indicated previously in this report. offi 

This legislation will result in no additional cost to the Governme: aw 

The Civil Service Commission reports that it— Ac 
strongly favors the enactment of this proposed legislation, which should OX 
possible even greater benefits in savings and improved operations tha: hig 
resulted from the awards program now in operation. . 

The following analysis will explain precisely what this legislation will Co 
accomplish and how it strengthens the present laws governing awards ac’ 
programs. he 

ANALYSIS OF THIS LEGISLATION 
in 

Section 1 of this bill establishes a short title, “The Federal bi 
ployees Incentive Awards Act of 1954.” | pr 

Section 2 of this bill defines the terms, “department,” “Govern- au 

ment,” “employees,’’ and ‘Commission.’ ‘This section will place al m 
Federal departments and agencies and their employees under t! 
provisions of this bill, including wage-board employees, field postal eD 
employees, per diem consultants, and without-compensation officials in 
The term ‘Commission’? means the United States Civil Servic: 
Commission. Ca 

Section 3 (a) of this bill imposes a duty on each administrator t T 
establish an incentive awards program for his respective department 

or agency, in accordance with the standards and regulations estab- b 
lished by the Commission. p 

Section 3 (b) of this bill places the responsibility on the Commission 

to inspect these various incentive awards plans established under thi p 
authority of this legislation. Where such inspection indicates non- 
compliance with the provisions of this legislation or with the standards a 
and regulations of the Commission, the Commission has the right to rm 
request the Administrator to revise or modify his plan to whatever tl 

extent is necessary to remedy it. 

Section 3 (c) of this bill authorizes the Commission to establish an 

Incentive Awards Office, appoint a Director thereof, and to delegat 

to him whatever duties it deems necessary. 0 

Section 3 (d) establishes the line of administrative authority from 

the director of the incentive awards offices directly to the Executive e 

Director of the Commission. i 


Section 3 (e) authorizes the Commission to include a statement 01 
the operations of the incentive-awards program in its annual report 
to the Congress. This authorization eliminates the necessity for the 
submission of a separate report on this program. 
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Section 4 (a) authorizes departments to pay cash awards and 
expenses for honorary recognition from their general appropriations. 
In addition, it will permit a number of different departments who have 
all benefited from a single suggestion to share in the award granted 
therefor. The President of the United States will determine the 
proportionate amount that each benefiting department will contribute. 
' Section 4 (b) places a limitation of $5,000 on an individual cash 
award which an administrator can grant under his own authority. 
Cash awards in excess of $5,000, but not in excess of $25,000 ean 
be granted, however, providing such award is approved by the 
Commission. 

Section 4 (c) authorizes the President of the United States to pay 
eash awards and incur expenses for honorary recognition of civilian 
officers and employees of the Federal Government. Such Presidential 
awards may be in addition to those authorized in section 3 (a) 
Accordingly, this section will permit the granting of a cash award in 
excess of $25,000 where the adopted suggestion or invention is of a 
highly meritorious or exceptional nature. 

Section 4 (d) is to protect the United States and the District of 
Columbia from a claim of any nature which might arise from the 
acceptance of a cash award by any employee, former employee, his 
heirs, assigns, or estate. 

Section 4 (e) states that due weight shall be given to such awards 
in considering employees for promotion. 

Section 5 (a) repeals all existing laws governing incentive-awards 
programs. Section 702 of the Classification Act of 1949, which 
authorizes within-grade salary step increases for superior accomplish- 
ment is among the laws repealed in this section. 

Section 5 (b) isa general “catch all’’ clause to repeal any inconsist- 
ent laws, which might have been overlooked, to the extent of their 
inconsistency. 

Section 5 (c) is to correct the language of section 701 of the Classifi- 
cation Act of 1949 which refers to sections 702 and 1002 of this act. 
These two sections are repealed by section 5 (a) (1) of this bill. 

Section 6 is a savings clause which protects employees who might 
be receiving within-grade salary step incr ases for superior accom- 
plishment, or other awards benefits under laws repealed by this bill. 

Section 7 authorizes necessary appropriations to carry out the pur- 
poses of this bill. 

Section 8 establishes the effective date of this legislation as 90 days 
after its enactment. This will grant departments sufficient time to 
revise their awards programs in compliance with the provisions of 
this bill. 

CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as intro- 
duced, are shown as follows (existing law proposed to be omitted is 
enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman 

Sections 702, 1002, anp 1003 or THe AcT oF OcTORER 28, 1949 
[Sec. 702. (a) Within the limit of available appropriations and in accordance 
with standards promulgated by the Commission, each department is authorized, 
subject, to prior approval by the Commission except as provided in subsection 
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(b)), to make additional step-increases as a reward for superior accomplish mer; 
but no officer or employee shall be eligible for more than one such additional s} 
increase within each of the time periods specified in section 701 (a). a 

{(b) The Commission is authorized to delegate to any department the 
thority to make the additional step-increases provided for in this section, withoy: | 
prior approval in individual cases by the Commission. The Commission 1 a 
withdraw or suspend such authority whenever review of such actions by 
Commission indicates that standards promulgated by the Commission have , 
been observed, and may restore such authority whenever it is satisfied t} 
subsequent actions will be taken in conformance with such standards. 

{(c) Each department shall report to the Commission all actions taken under 
this section, together with the reasons therefor. The Commission shall ni ; 
an annual report to Congress covering the numbers and types of actions tak, | 
under this section. ] 

[Sec. 1002. (a) In each department there shall be established an Wftici: 

Awards Committee, the membership of which shall be designated by the head 
the department. 

[(b) It shall be the duty of the Efficiency Awards Committee (1) to identif 
those supervisors and employees within the department whose superior ac: 
plishments have contributed to outstanding efficiency and economy in adn 





tration, and (2) to award to such supervisors and employees, subject to the {| 
approval of the head of the department and to the limitations of subsecti 
(c), cash awards or increases in rates of basic compensation which, in the jud P 


ment of the Committee, are commensurate with their demonstrated super m 


accomplishments: Provided, however, That the total amount of such awards 
increases to any group of supervisors and employees shall not exceed 25 


centum of the estimated saving to the Government due to their superior ace ob 
plishments, i 
[(c) Any such cash award or any such increase in rate of basic compensat th 
shall not exceed an amount equal to three times the step-increase of the applicab!: be 
grade. Any such increase in rate of basic compensation shall be at one, two, « P 
three times the step-increase of the applicable grade and shall be in lieu of a sh 
additional compensation as a reward for superior accomplishment sect pe 
702 +} 
((d) An award under this title shall be given due weight in qualifying and 
selecting employees for promotion to positions in higher grades. ] be 
[Sec. 1003. The Bureau of the Budget shall maintain control of the prograi th 
set forth in this title and shall annually report the results of such program | ge 
Congress, with such recommendations as it may deem advisable. ] Uy 


[Sec. 14. The head of each department is authorized, under such rules a 
regulations as the President may prescribe, to pay cash awards to civilian officers 
and employees (or to their estates) who make meritorious suggestions which wi 
result in improvement or economy in the operations of his department and whi 
have been adopted for use and to incur necessary expenses for the honorary 
nition of exceptional or meritorious service: Provided, That no award s 
paid to any officer or eingployee for any suggestion which represents a part of the 
normal requirements of the duties of his position. With the exception of thi 
War and Navy Departments, the amount of any one award shall not exceed a 
$1,000 and the total of cash awards paid during any fiscal year in any departme 
shall not exceed $25,000. Payments may be made from the appropriati 
the activity primarily benefiting or may be distributed among appropriations { 
activities benefiting as the head of the department determines. A cash awar 
shall be in addition to the regular compensation of the recipient and the acceptance 
of such cash award shall constitute an agreement that the use by the United Stat es 
of the suggestion for which the award is made shall not form the basis of a furt 
claim of any nature upon the United States by him, his heirs or assigns. 

[All other Acts or parts of Acts in conflict with the provisions of this se 
are hereby repealed. ] 








Act or DecemsBer 3, 1945 


CAuthorizing payments of rewards to postal employees for inventions 


[Be it enacted by the Senate and House of Representatives of the United St 
imerica in Congress assembled, That the Postmaster General is authorized, 
such rules and regulations as he may prescribe, to pay a cash reward for al 
invention, suggestion, or series of suggestions submitted by one or more employ 
of the Post Office Department or the postal service, which will clearly efi 
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aterial economy or increase efficiency in the administration or operation of the 
Post Office Department or the postal service, and which has been adopted for use. 
[The total amount of rewards made under this Act in any one fiscal year shall 
ot exceed $25,000 and the amount so paid for any one invention, suggestion, or 
eries of suggestions shall not exceed $1,000 
[Rewards made under this Act shall be paid out of the appropriation for the 
postal activity primarily benefiting, or may be distributed among appropriations 
or postal activities benefiting, as the Postmaster General may determine. Pay- 
nts shall be in addition to the regular compensation of the employee receiving 
he reward. No emplovee shall be paid a reward under this Act until he has 
rly executed an agreement to the effect that the use by the United States of 
nvention, suggestion, or series of suggestions made by him shall not form the 
asis of a further claim of any nature upon the United States by 


[Approved December 3, 1945.] 


him, his heirs, 


Act or Jury 17, 1912 


\ 4 ( Authorizing the Secretary of War to pay a eash reward for suggest 
establishments of the Ordnance Department for improvement or 
ses or plant 





[Be i enacted by the Senate and House of Representatives of the United States of 
{merica in Congress assembled, That the Secretary of War is hereby authorized 
offer periodically at such of the establishments of the Ordnance Department as 
he mav select a cash reward for the suggestion, or series of suggestions, for an 
mprovement or economy in manufacturing processes or plant, submitted within 
period by one or more employees of the establishment which shall be deemed 
e most valuable of those submitted and adopted for use: Provided, That to 
obtain this reward the winning suggestion must be one that will clearly effect a 
naterial economy in production or increase efficiency or enhance the quality of 
the product in comparison with its cost and in the opinion of the Secretary shall 
be so worthy as to entitle the employee making the same to receive the reward: 
Provided further, That the sums awarded to employees in accordance with this Act 
shall be paid them in addition to their usual compensation and shall constitute 
part of the general or shop expense of the establishment: Provided further, That 
the total amount paid under the provisions of this Act shall not exceed one 
housand dollars for any one month: And provided further, That no employee shall 
be paid a reward under this Act until he has properly executed an agreement to 
the effect that the use by the United States of the suggestion, or series of sug- 
gestions, made by him shall not form the basis of a further claim of any nature 
upon the United States by him, his heirs, or assigns, and that application for patent 
as not been made for the invention. 
[Approved, July 17, 1912.] 


Act or JuNE 26, 1944 


[Be it enacted by the Senate and House of Re presentatives of the United States of 
{merica in Congress assembled, That The Secretary of the Interior is authorized 
to pay cash rewards, subject to such regulations as he shall prescribe, to officers 
and emplovees of the Department of the Interior, who, in the course of their em- 
loyment, and subsequent to November 17, 1942, make suggestions or inventions 

hich are of such a nature that their adoption would result in improved tech- 
ological or scientific processes or methods, or in improvements in the adminis- 

ation or operations of the Department of Interior. The amount expended for 

e payment of such rewards during any one fiscal year shall not exceed $20,000 

the aggregate and shall not exceed $1,000 to any one person, unless a greater 
amount is specifically appropriated for a named person in an exceptionally meri- 

rious cast For the purposes of this section, the Secretary of the Interior is 
authorized and directed to set up in the Department a Board of Award , the 
roceedings of which shall be available to the public. Nothing in this seetior 
shall be taken or construed as amending or modifying the present patent and 
trade-mark laws as they now exist or may hereafter be amended 

[Approved June 26, 1944] 


Supsections 35 (A) anp (B) or THe Act or Aveustr 2, 1946 


Cs: c. 35 a) The Secretary of the Navy is authorized, in his diseretion and 
ler such rules and regulations as he may prescribe, to pay cash rewards to 
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civilian personne! of the Naval Establishment or other persons in civil life whey. 
due to a suggestion or series of suggestions by them, there results an improvemen; 
or economy in manufacturing process or plant or naval material, or in efficiency or 
economy in the operation or administration of the Navy Department or the Naya] 
Establishment. Such sums as may be awarded to employees in accordance with 
this section shall be paid them out of naval appropriations in addition to their 
usual compensation. No employee or other person in civil life shall be paid g 
reward under this section until he has properly executed an agreement to the effect 
that the use by the United States of the suggestion or series of suggestions made hy 
him shall not form the basis of a further claim of any nature against the United 
States by him, his heirs, or assigns. 

(b) Except as provided in subsection (a) hereof, civilian personnel of the Nava] 
istablishment shall not be paid any premium or bonus or cash reward in addition 
to their regular salaries.J 

Act oF Marcu 13, 1944 


CLJOINT RESOLUTION To provide cash awards to personnel of the Maritime Commission a 
War Shipping Administration for useful suggestions to improve administration of their activit 


[Resolved by the Senate and House of Representatives of the United States 
America in Congress assembled, That the United States Maritime Commission 
s authorized to pay cash awards for suggestions submitted to it by any of its 
officers or employees in cases where the suggestion, in the opinion of the omM- 
mission or of a committee designated by it, would, if adopted, make ~f b- 
stantially increased efficiency, economy, or general improvement in carrying out 
the duties, powers, or functions of the Commission Such suggestions shall be 
submitted and such awards shall be made under such rules and regulations as 
the Commission may prescribe, including provision for transfer to the United 
States of all rights or interests of the officer or employee in the suggestion lhe 
provisions of this section shall apply in like manner to the War Shipping Admin 
istration and its officers and employees, and for the purpose of this section tl 


terms ‘‘United States Maritime Commission” and *‘Commission” shal! be deemed 
to refer to the War Shipping Administration. The total amount of cash awards 
nade under this joint resolution in any fiscal year shall not exceed $5,000 for eac 


such agency, and the amount paid for any one suggestion shall not exceed $ 0) 
for anv one suggestion, except in case of a patentable idea, it may be m 
han $1,000. 


[Approved March 13, 1944.] 





Sectrron 7OL or THe Act or OctToreER 28, 1949 


rITvTLeE Vit STE P-INCREASES 
sec. 701 a Keach officer or emplover compensated on & per annum b 
1 occupying a permanent position within the scope of the compens 
schedules fixed by this Act, who hes not attained the maximum scheduled 


of compensetion for the grade in whties his position is placed, shall be advanced 
compens*tion successively to the next higher rate within the grade at the begir 
ning of the next pay period following the completion of (1) each fifty-two calendar 
weeks of service if his position is in a grade in which the step-inereases ere less 
than $200, or (2) es “ seventy-eight calendar weeks of service if his position is 
grade in which the step-inereases are $200 or more, subject to the following 
conditions 
\) That no equivalent ineresse in compensation from any cause wi 
received during such [period, except increase made pursuant to section 702 
or 1002;J pe rod 
8) That his current efficiency reting is ‘‘good”’ or better than ‘‘good”’ 
C) That the service and conduct of such officer or employee are certifie 
as being otherwise satisfeetory by the department; and 
D) That the benefit of suecessive step-increeses shall be preserved, unde 
reouletions issued by the Commission, for officers and employees whose 
continuous service is interrupted in the public interest by serviee with th 
1 forces or by service in essential non-Government civilian employ 





luring a period of war or nations! emergency. 
b) The term ‘‘good” as used in this title shall have the same meaning 2s w! 
se ‘d n the systems of efficiency rating established pursuant to title IX of t 
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jSkAQ}VIL FUNCTIONS, DEPARTMENT OF THE ARMY, 
APPROPRIATION BILL, FISCAL YEAR 1955 


—_—_— — 


Marcu 11, 1954.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 


Mr. Davis of Wisconsin, from the Committee on Appropriations, 
submitted the following 


REPORT 


[To accompany H. R. 8367] 


The Committee on Appropriations submits the following report in 
explanation of the accompanying bill making appropriations for civil 
functions, Department of the Army, for the fiscal year ending June 30, 
1955. 

APPROPRIATIONS AND EstTIMATES 


The Bill provides appropriations for the civil works program of the 
Corps of Engineers, appropriations for the Canal Zone Government, 
expenditures for the Panama Canal Company and trust fund appro- 
priations for the United States Soldiers’ Home for the fiscal year 1955. 
Budget estimates submitted to the committee will be found in House 
Document 264 of the present Congress. These estimates total 
$465,160,000. ‘The committee recommends $430,983,700 a reduction 
of $34,176,300 in the budget estimates and $10,609,900 below the 
funds appropriated in the current fiscal year. 


CEMETERIAL EXPENSES 


The committee recommends $5,445,700 for cemeterial expenses, a 
reduction of $189,300 in the budget estimates and $338,700 above the 
amount appropriated for fiscal year 1954. The funds recommended 
by the committee are allocated as follows: 


Recommended 





: : Project in Bill Reduction 
| 

Procurement of head stones. - - kieahadaagedagae 5 . 2, 124, 000 |.... 
Construction and acquisition of land -_-........--.-.....--.-.--..---- a | 440, 000 | — $90, 060 
Maintenance and CREAeER. . - Janiuniebedie dss anauesii tea Gea 2, 411, 700 | —79, 300 
BAI SAIL SAGE) Sided ctenbedbushsdskcediapdvacuda 470, 000 | —20, 000 

; a =o = Ee = 

i NR cress ene Aces ct ecGuebbbncdcscncckstscccuddutéaecdassecteagee 5, 445, 700 | —189, 300 
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The funds allocated for procurement of head stones will allow the 
purchase of stones in the volume needed to alleviate the current backlog 
of applications now on hand due to factors other than normal process. 
ing time. The committee believes that consideration should be given 
to a policy of the purchase of bronze markers only when required by 
regulations of private cemeteries. 

The amounts recommended for construction and acquisition of 
land provide for projects at the national cemeteries in Beverly, New 
Jersey; Golden Gate, California; Long Island, New York; San Fran. 
cisco, California; Willamette, Oregon, as well as $10,000 for prelimi- 
nary planning for future construction items. The committee does not 
believe that additional development at Fort Logan, Colorado, js 
warranted at the present time. 

The allocations recommended for maintenance and operation and 
administration represent personnel reductions and $12,300 less than 
the sum requested for maintenance and operation contractual services, 
Funds are provided herein for the purchase of mechanical equipment 
which should result in reductions in personnel needed at our national 
cemeteries. The committee fails to see the need for the number of 
personnel requested for the cemetery branch of the Washington 
office. Reductions can be achieved by restricting the activities of 
this branch to those clearly essential to the operations of the program. 

The funds provided for maintenance and operation provide for an 
increase of six man-years of ungraded labor in the National Memorial 
Cemetery of the Pacific. 

The present policy of the Department of the Army provides for 
reservation of an additional grave site, if desired, by the next of kin 
upon the burial of service-connected personnel. Cemeterial personne! 
must maintain a constant review of this program to make certain that 
all holders of such reservations are eligible and qualified to use them. 
This monitoring program has resulted in 600 grave sites being recov- 
ered annually for the past several years. It is obvious that such a 
policy is costly as to use of both personnel and cemeterial lands. The 
committee believes that a study should be made of this matter with 
a view toward more effective restrictions on the present regulations 
as well as the justification for the continuation of the reservation 
policy. 

CORPS OF ENGINEERS 


The budget estimate for the Corps of Engineers total $444 322,000. 
The committee recommends $410,335,000, a reduction of $33,987,000 
in the budget estimates and $12,851,600 below the appropriation for 
the current fiscal year. Details of these reductions will be found in 
subsequent paragraphs dealing with the individual appropriation 
items. 

WATER RESOURCES PROGRAM 


This committee has been almost repetitious for the past several 
years in stressing the need for a comprehensive and integrated water 
resources program, in reports accompanying this bill. The ability 
of governmental agencies, particularly the Bureau of the Budget, to 
ignore this need as well as the repeated suggestions of the committee 
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in this field has become so routine as to border on the incredible. Two 
major Governmental water resources studies, the President’s Water 
Resources Policy Commission in 1951 and the reports of the Special 
Subcommittee to Study Civil Works of the Committee on Public 
Works of the House of ‘Representatives in 1952, have evidently been 
filed away for posterity. Recommendations by the Corps of Engi- 
neers aod the Department of the Army regarding review and deauthor- 
izations of projects are evidently lost in the laby rinth of ste ps necessary 
to submit such proposals to Congress. No final action has been 
taken by the Bureau of the Budget with respect to the following 
suggestion made in the report accompanying the Civil Functions 
Ap propriation Bill, 1954: 

The committee suggests that the Bureau of the Budget take steps to initiate 
a study of the matter of local contributions in all types of water resources projects. 
This study should be conducted with a view toward taking immediate remedial 
iction. If the recommendation of legislation is necessary, it should be requested 
luring the second session of the 83rd Congress. 

All is not gloom, however, on the water resources front. Officials 
of the Corps of Engineers, acting for the Department of the Army, 
and officials of the Department of the Interior, are discussing and 
studying the problem of uniform allocation of costs, mentioned by the 
committee in the past reports. In testimony before the committee the 
Chief of Engineers expressed the belief that a satisfactory agreement 
will be reached in the near future. It is sincerely hoped that such 
will be the case and that nothing will be allowed to prevent prompt 
implementation of such an agreement. 

Bureau of the Budget Circular A-47, issued December 31, 1952, 
was a faltering step toward supplying the need for uniform methods 
of determining the economic justification of water resources projects. 
Much remains to be done. The agencies involved cannot maintain 
their present policy of status quo if this need is to be met. The 
delusive exactness of seemingly standard benefit to cost ratios, which 
the committee has referred to in the past, is still the method approved 
for submission of such information to the Congress. Such negligible 
action can no longer be tolerated if a solution is to be found to the 
water resources problem 


GENERAL INVESTIGATION 


The committee recommends $2,410,000 for general investigations, 
a reduction of $390,000 in the budget estimates and $457,500 below 
the amount appropriated for the current fiscal year. The funds 
allowed by the committee are allocated as follows: 


1, Examinations and surveys _.. $1, 950, 000 
2. Collection and study of basic data_-_--_- Kade 460, 000 


2, 410, 000 


The committee has allowed funds for the completion of the Arkansas- 
White and Red River Basin survey as well as the New York-New 
England Resources Study. Although no specific amounts have been 
earmarked for these two projects, the committee is of the opinion that 
they can be completed with substantially less funds than those 
tentatively allocated in the President’s budget. 
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Funds requested in the amount of $50,000 for the San Francisco 
Bay area survey have been denied. Definite information as to the 
scope of the survey and the probable ultimate costs were not available 
to the committee at the time of the hearings. 

The committee has approved the budget. request of $50,000 for the 
survey of water levels of the Great Lakes. H. R. 3300 recently passed 
by the House calls for diversions of certain waters from the Great 
Lakes to the Illinois River. If these diversions are to be made the 
need for this survey is extremely questionable. If H. R. 3300 becomes 
law the Corps of Engineers are directed to allocate no funds for the 
Great Lakes water le vel surve y without clearance by this committee, 

The funds recommended by the committee for examinations and 
surveys, when coupled with existing unobligated and unexpended 
balances and savings which should be made in the above mentioned 
Federal studies, will provide sufficient funds to carry forward a realistic 
navigation and flood control study program. 

Funds in the amount of $105,000 are recommended for beach erosion 
studies, including both cooperative and development studies. 

The allocations provided for the collection and study of basic 
data, when coupled with available unobligated balances, will serve 
to carry out an orderly program in this field in 1955. 


CONSTRUCTION, GENERAL 


The amount of $278,777,000 is recommended for Construction, 
General, a reduction of $29,545,000 in the budget ee and 
$107,000 above the appropriation for the present fiscal yea 

The committee has allocated funds in the amount of $ $2,200,000 
for Advance Engineering and Design, a reduction of $300,000 in the 
budget estimates. Allocation of planning funds are not to be taken 
as an indication that these projects are to be constructed. Thes 
funds are to be allocated among the following projects: 


Navigation projects: 
Alabama: Jackson lock and dam 
California: Redondo Beach Harbor 
Hawaii: Kawaihae Harbor 
[}linois: Illinois Waterway, Calumet-Sag Channel 
Indiana: Markland locks and dam, Indiana, Kentucky, and Ohio 
Kentucky: Greenup lock and dam, Kentucky and Ohio 
Louisiana: Plaquemine, Morgan City alternate route 
West Virginia: Hildebrand lock and dam 
Flood control projects: 
Arizona: Painted Rock Reservoir 
California: 
Russian River Reservoir 
San Antonio and Chino Creeks 
San Joaquin River and tributaries 
Colorado: Chatfield Reservoir 
Connecticut: Hartford (Folly Brook section) 
Idaho: Columbia River local protection, Idaho, Oreg., Wash., Wyo., Utah, 
Nev., and Mont. 
Illinois: 
South Beloit, Rock River 
Sny Basin 
Indiana: 
Greenfield Bayou Levee 
Mansfield Reservoir 
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Flood control projects—Continued 
Kentucky: 
Buckhorn Reservoir 
Jackson 
Massachusetts: Buffomville Reservoir 
Montana: Billings 
Nevada: Mathews Canyon Reservoir 
New Mexico: Chamita Reservoir 
New York: 
Allegheny River Reservoir, Pa. and N. Y. 
Wellsville 
Oregon: Pendleton 
Pennsylvania: Bradford 
Rhode Island: Woonsocket 
Utah: Spanish Fork River 
Washington: 
Colfax 
Eagle Gorge Reservoir 
Wyoming: 
Greybull 
Jackson Hole 
\ultiple purpose projects: 
Alabama: Fort Gaines lock and dam _ 
Georgia: Hartwell Reservoir, Ga. and 8. C. 
Montana: 
Fort Peck Dam, second powerplant 
Libby Reservoir 
Oregon: Hills Creek Reservoir 
Tennessee: Carthage Dam 
$276,577,000 is recommended for allocation to construction of 
Sian a reduction of $29 ,245,000 in the budget estimates. Gen- 
erally speaking, the reduction has been achieved by application of 
unexpended and unobligated balances so as to provide funds which 
can be economically expended during the coming fiscal year. The 
budget estimates considered by the committee contained requests 
for the initiation or resumption of construction on twenty projects. 
The criteria established for the inclusion of these projects in the 
President’s budget was predicated on selecting projects with high 
economic justification on which advance planning either had been 
completed or was not needed and which were small in total cost so 
as to have less long range impact on the budget structure. The 
committee has approved these projects with three exceptions. The 
action of the committee on these three projects is set forth in sub- 
sequent paragraphs. The funds included in the bill for construction 
are allocated as follows 
Project 
Navigation projects: 
Alabama: Allocation 
Demopolis lock and dam...........---..-.-- , 400, 000 
Warrior lock and dam__- -_- : 2 , 500, 000 
Arkansas: Arkansas River and tributaries _ - pire eae 3, 000, 000 
California: Humboldt Harbor and Bay - - - ; 265, 000 
Connecticut: Housatonic River F aa 500, 000 
er 
Calumet Harbor and River, Ill. and Ind ; 110, 000 
Mississippi River, between Missouri River and Minn__- 70, 000 
lowa: 
Lock No. 19 at Keokuk- - 3, 200, 000 
Missouri River—Kansas City to Omaha_-_-_--_------- 3, 300, 000 
Missouri River—Omaha to Sioux City Lou 2, 000, 000 
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Project 
Navigation projects—Continued 


Kentucky: Green River lock and dam 1 and 2.......--.---- 


Maine: Portland Harbor 
Minnesota: 
Duluth-Superior Harbor, Minn. and Wisc 
St. Anthony Falls chasse 
Missouri: Missouri River, Kansas City to mouth 
New Jersey: New York and New Jersey Channel 


Ohio: Cleveland Harbor 


Texas: Port Arensas-Corpus Christi Waterway ----- 
Virginia: Norfolk Harbor, Craney Island disposal area 


Total navigation projects 


Flood control projects: 
Arkansas: 
Little Missouri River below Murfreesboro 


California: 
Cherry Valley Reservoir 
Los Angeles County drainage area 
Merced County stream group 
Sacramento River (old project) 
San Antonio Reservoir - - - 
Whittier Narrows Reservoir___-- 
Florida: Central and Southern Florida 
Idaho: Lucky Peak Reservoir 
Illinois: 
Beardstown 
Clear Creek Drainage and Levee District 


trict 
East St. Louis and vicinity 
Grand Tower Drainage and Levee District 


Preston Drainage and Levee District 

Wood River Drainage and Levee District 
Indiana: Vincennes-_--- --- 
Iowa: Coralville Reservoir 
Kansas: 


Missouri River agricultural levees, Iowa, Kansas, Mis- 


souri, and Nebraska- 
Wichita and Valley Center 
Kentucky: 
Darvourville.......... 
Covington. -_-_-_-_- 
Maysvie........<. 
Pineville___-- - eee oe cilia aed ites a 
Maryland: Cumberland, Md., and Ridgeley, W. Va 
Massachusetts: Adams__--_--- 
Minnesota: 
Mississippi River near Aitken__-...----------- 
Red River of the North, Minn. and N. Dak-_-_- 
Missouri: Perry County Drainage and Levee District 
Montana: Havre- - 


Nebraska: Missouri River, Kenslers Bend, Neb1. to Sioux City, 


Iowa : 15 Pea cnt a Sgt open 
New Mexico: Rio Grande Floodway 
New York: 

Batavia 


Corning (Monkey Run)... 





1955 


North Carolina: Irtracorstal Waterway Fairfield drainage. - -- 
Pennsylvania: Schuylkill River above Fairmount Dam 


Red River levees below Denison Dam (bank stabilization) - 


District of Columbia: Anacostia River, D. C. and Wiliinatizs 


Degognia and Fountain Bluff Levee and Drainage Dis- 
North Alexander Drainage and Levee District_...-----_- 


None 
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Project 
Flood control projects—Continued Allocation 
Oklahoma: Oklahoma City Floodway 500, 000 
Oregon: Willamette River Basin (bank protection) , 300, 000 
Pennsvlvania: 
nN £0 Foo oe Se en od eee bash 300, 000 
Swoversville-Forty Fort = 400, 000 
I ite tite lair aati cei Re aaa lat 400, 000 
Texas: 
Belton Reservoir Lee 1, 700, 000 
Dallas Floodway 1, 300, 000 
Fort Worth Floodway-_- 240, 000 
Garza-Little Elm Reservoir : 4, 000, 000 
Te xarkana Reserv oir 3, 000, 000 
600, 000 
‘Total, TOO CUMSTO! BENINOUE ccm ne in cenenneccni 53, 997, 000 
Multiple purpose projects, including power: 
Arkansas: Blakely Mountain Reservoir 1, 600, 000 
California: Folsom Reservoir 14, 000, 000 
Florida: Jim Woodruff lock and dam, Fla. and Ga 5, 000, 000 
Georgia: 
Buford Dam 5, 800, 000 
Clark Hill Reservoir, Ga. and 8S. C 2, 170, 000 
Idaho: Albeni Falls Reservoir 4, 000, 000 
Nebraska: Gavins Point Reservoir, Nebr. and 8. Dak___..___ 11, 000, 000 
North Dakota: Garrison Reservoir 24, 000, 000 
Oregon: 
MeNary lock and dam, Oregon and Washington..._._._... 24,000, 000 
Lookout Point Reservoir 3, 000, 000 
The Dalles lock and dam, Oregon and Washington_____- _ 29, 000, 000 
South Dakota: 
Fort Randall Reservoir 17, 000, 000 
Oahe Reservoir 9, 000, 000 
Tennessee: 
4, 000, 000 
-kor 12, 000, 000 
Washington: Chi s 27, 000, 000 
Total, multiple purpose projects. .................-.-.-.. 192, 570, 000 
Lower Columbia River fish sanctuary program 1, 060, 000 
Less unobligated balances — 5, 000, 000 


Total, construction, general 276, 577, 000 


Funds were requested in the amount of $1,000,000 for Redwood 
City Harbor, California. A serious controversy exists, both in the 
state of California and in Redwood City itself, as to the economic 
feasibility of this construction. On three separate occasions the 
people of Redwood City have by referendum refused to approve a 
bond issue for port improvements, including those required by the 
overall authorization for this harbor. The committee does not feel 
that the appropriation of Federal funds for this project is warranted 
until the local interests are in complete agreement as to the need 
and have complied with the requirements of the Rivers and Harbors 
Act of 1950 as it concerns this project. 

The committee has approved the budget estimate of $2,000,000 for 
the Missouri River, Omaha, Nebr., to Sioux City, Iowa. These 
funds are not allocated for any specific locations, but are to be obli- 
gated in accordance with a priority established by the Chief of 
Engineers, based on engineering feasibility. The Chief of Engineers 
is directed to submit the final allocations to the committee prior to 
the obligation of funds. 
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The amount of $7,300,000 has been made available for the total 
project on the Missouri River from Sioux City to the mouth with 
the understanding that these funds are to be used only for bank 
stabilization works. 

The committee has denied the request of $500,000 for construction 
of the Kawainui Swamp project, Hawaii. This is primarily a local 
project the nature of which does not warrant the expenditure of 
Federal funds at this time. 

The amount of $300,000 is recommended for the Red River of the 
North, Minnesota and North Dakota. No funds are to be allocated 
on the Rush River section of this project until such time as full 
assurances from local interests have been received and accepted in 
the manner required by law. 

Funds were requested for resumption of work on the Dillon Reser- 
voir in Ohio. No funds have been appropriated for this project for 
the past several years. The committee does not feel that the economic 
justification of the project is such as to warrant resumption of con- 
struction work at the present time. 

The committee recommends $1,500,000 for the Oklahoma City 
floodway, a reduction of $600,000 in the budget estimate. A large 
portion of the contemplated work for fiscal year 1955 on this project 
represents railroad relocations. Negotiations with the railroads for 
plans on these relocations were not completed at the time of the 
hearings. The committee is seriously disturbed at the increase of 
$965,000 in the cost of these relocations. This increased cost repre- 
sents either inadequate or inefficient advance planning on the part of 
the Corps of Engineers or major concessions to the railroads involved, 
both of which, in this instance, are inexcusable. It bears out the 
committee’s contention in the past that relocation costs cannot be 
considered as firm until negotiations have been completed. The 
committee directs that no construction funds be obligated on these 
relocations until such time as a full study and review have been made 
of the situation, including completion of negotiations, and the results 
thereof submitted to this committee for review. 

The amount of $24,000,000 has been allocated for Garrison Reser- 
voir, North Dakota, a reduction of $3,500,000 in the budget estimates. 
This reduction is a result of application of unobligated and unexpended 
balances, as well as a recent history of favorable bids, and a denial of 
the request for funds for the purchase of land leading toward the 
construction of certain protective works in the area of Williston, North 
Dakota. The Corps of Engineers has presented to the Congress a 
study and review of the need for these protective works, including 
the desirability of the operation of the Garrison Reservoir at the 1,8: 50 
foot level. This report cast serious doubt on the economic feasibility 
of protecting the two irrigation districts in the Williston area. The 
House of Representatives made itself perfectly clear on this question 
last year when it deleted all funds for the Williston area from the Civil 
Functions Appropriation Bill, 1954. The committee can see no reason 
to appropriate funds for this portion of the project until the position of 
the House has been changed by additional legislative authorizations 
or specific floor action. 

Funds in the amount of $29,000,000 have been allocated for the 
Dalles Lock and Dam, Oregon and Washington, a reduction of 
$5,100,000 in the budget request. This reduction is based in part 
on unobligated and unexpended balances estimated to be in excess of 
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$6,000,000 at the end of the present fiscal year. The project, however, 
is a part of the comprehensive Columbia River Basin program for 
which $267,300,000 has been authorized to be appropriated. Actual 
appropriations through fiscal year 1954 total $232,991,600. Funds 
requested in the President’s Budget were greatly in excess of the 
remaining authorization of $34,308,400. Rather than arbitrarily 
reduce the various projects to be within the authorized amount the 
committee has limited the funds available for the Dalles project to 
an amount sufficient to place basin wide appropriations with the 
present statutory limit. 

The committee recommends $1,000,000 for the lower Columbia 
River fisheries program, a reduction of $360,000 in the budget esti- 
mates. At the end of fiscal year 1954, $558,900 of previous appropria- 
tions is estimated to be unobligated. This amount, when coupled 
with the committee allocation will provide sufficient funds for an 
orderly continuation of this program. 


OPERATION AND MAINTENANCE 


The committee has allowed $72,660,000 for operation and mainte- 
nance, reduction of $3,540,000 in the budget estimates and $6,340,000 
below the appropriations for fiscal year 1954. The recommended 
sum is allocated as follows: 

1. Navigation: 
(a) Channels and harbors se ; .... $42, 335, 000 
(b) Locks, dams and canals_ __ sate “IO ten woe 
(c) Northern and northwestern lakes ___ 4 460, 000 
2. Flood Control: 
(a) Reservoirs. _- . 7 8, 100, 000 
(b) Others te rs sets Beret hea 75, 000 
3. Multiple purpose __ x e oe aes 9, 000, 000 
4. Lower Columbia River fish sanctuary program______-------- 900, 000 
Program total _ _- se ; __... 75, 660, 000 
5. Less surplus funds available we : — 3, 000, 000 
Total, operation and maintenance___-_- ‘ : 72, 660, 000 

The reductions recommended by the committee are largely based 
on application of unobligated and unexpended balances, including 
application of excess funds in the flood control emergency fund to 
the remainder of the operation and maintenance program. The 
committee has approved the budget estimate for navigation projects. 

Under existing law flood control projects, other than dams and 
reservoirs, generally require local maintenance of the flood control 
works after completion of construction. Usually this is the primary 
contribution of the people in the protected area to the project. 
Generally speaking, the fulfillment of this responsibility has been 
satisfactory. There are some projects, however, on which mainte- 
nance by local interests has not been up to proper standards. Neglect 
of completed flood control works can only result in decreasing the flood 
protection required and causing continued outlay of Federal funds for 
temporary expedients in time of emergencies. The committee will 
not tolerate a continued neglect of this responsibility by local interests. 
The Secretary of the Army is therefore directed to make a thorough 
study of this problem and take all possible steps to assure compliance 
by the local interests. The committee will expect a report to be 
filed not later than December 15, 1954, as to the results of this effort, 
including complete details on any project where local maintenance 
responsibilities are not being properly met. 
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In Calumet River and Harbor, Illinois, and Cleveland Harbor. 
Ohio, a serious problem exists with reference to illegal deposits by 
private industries in the navigation channels. These - deposits are in 
violation of Section 13 of the 1899 River and Harbor Act. Tho 
deposits have created shoaling conditions to the detriment of the 
Federally maintained channels. As of the time of the hearings op 
this bill the Corps of Engineers had been unsuccessful in their efforts 
to have all of the companies responsible pay their proportionate share 
toward removal of the deposits. The very companies which have 
refused to cooperate are beneficiaries of both construction and mainte- 
nance funds provided in this bill. Such an attitude on the part o/ 
such local interests is inconceivable. It will be expected that the 
Corps of Engineers will make vigorous efforts to secure proper com- 
pliance with the law governing illegal deposits, including action by 
the Department of Justice if necessary. The Chief of Engineers js 
directed to file with the committee, not later than December 15, 1954, 
the actions taken on this matter and the results obtained. 

The committee is deeply concerned with the status of maintenance 
in the Delaware River from Philadelphia, Pa., to the sea. This proj- 
ect has been constructed to an authorized forty foot depth, but lack 
of maintenance over the past several years has considerably reduced 
this depth and the effectiveness of the channel. The committee 
expects the Corps of Engineers to review the tentative allocation of 
maintenance funds for this project and allocate such funds as will be 
required to maintain the project to a degree of effectiveness consistent 
with the needs of the vessels transiting the channel. 

The present condition of existing protective navigation structures is 
of considerable concern to the committee. This is especially true in 
the Great Lakes and Pacific coast areas where storms, changing water 
levels, and inadequate maintenance over a period of years has resulted 
in a deterioration of structures to the extent that their proper effective- 
ness is questionable. Steps should be taken at once to review the 
current maintenance policy with a view toward initiating a definite 
long range program for structure maintenance and repair. 


GENERAL EXPENSES 


The committee recommends $9,288,000 for general expenses, a 
reduction of $512,000 in the budget estimates, and $428,000 below the 
amount appropriated for the current fiscal year. The specific alloca- 
tions of the recommended funds is shown below: 


Project 
General expenses: 
1. Executive direction and management: Allocation 
(a) Office, Chief of Engineers- --- -_- Se ae nd ... 2, 950, 000 
Ce) ‘See ea A Cee eh A ea 4, 540, 000 


INI I i cn alee aia eich tncecsisolegeit ktatae 7, 490, 000 


2. Miscellaneous expenses: 


(a) River and Maroc beard... ....---.. 2622s... 430, 000 
cb} eho rede Meee oc ee Ue des 110, 000 
(c) Regulation: 
Ch Be IE on, sie & we dn he beh eae 8, 000 
a). Cet SORE oe, cen nmeeae ote 250, 000 
(3) Contingencies and miscellaneous investiga- 
NGS ahi edelc i ctivesedscs ees 1, 000, 000 
Subtotal, miscellaneous expenses.-..-.......-..-----. 1, 798, 000 


PONE, NEUE GUE gn one oo ckudndccesnccens 9, 288, 000 
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The committee fails to see the need for $1,512,000 requested for 
contingencies and miscellaneous investigations. The $1,000,000 made 

vailable herein should be sufficient to carry out these functions. 

The separation of the activities of the Corps of Engineers of an 
administrative and regulatory nature into a separate appropriation 
item was initiated in fiscal year 1954. While the results thereof have 
been pleasing to the committee there are several items which should be 

called to the attention of the Corps of Engineers. Of primary concern 
to the committee is the staffing of the various division offices of the 
( Corpe. The organization of the division is established by orders and 

egulations from the Chief of Engineers, however, each division does 
vary somewhat from the standard pattern due to the type of workload 
involved. The committee is seriously disturbed, however, at the 
number of people assigned to administrative duties in these offices. 
An analysis of this staffing shows large variations in both number and 
assignment of personnel. “For example, the civilian employees assigned 
to administrative staff duties and allocated to civil functions varies 
from seven in the South Atlantic Division up to forty-two in the Lower 
Mississippi Valley Division. This point was discussed with the 
Corps of Engineers in the recent hearings and the committee will 
expect the Chief of Engineers to make a thorough study of personnel 
needs and assignments in the divisions prior to the submission of the 
budget for fiscal year 1956. 

The extent of actual engineering performed at division and district 
levels vary in different areas of the country. For example, in the 
Northern Pacific area, all powerhouse design is carried out at division 
level. The committee believes that a study should be made at least 
of this particular feature of the entire problem of the relationship 
between district and division offices with a view toward concentrating 
major administrative and engineering work in the division offices and 
limiting work at the district level to that directly attributable to the 
actual field work required for a specific project. It would appear that 
the concentration of skilled engineering personnel at the division level 
would at least partly alleviate the difficulty now present with regard 
to the shortage of technical personnel testified to by the Chief of 
Engineers. 

Daia submitted to the committee discloses that the present results 
of the management improvement program of the Corps of Engineers 
are of questionable value. It appears that a thorough review of the 
effectiveness of this program is in order. 


CANAL ZONE GOVERNMENT 


The organization for the Government of the Canal Zone consists of 
two integral parts, the Canal Zone Government, and the Panama Canal 
Company. Both are administered under the Secretary of the Army, 
the Canal Zone Government by a Governor who also serves as Presi- 
dent of the Panama Canal Company and the Company by a Board 
of Directors appointed by the Secretary. All funds appropriated for 
the Canal Zone activities are reimbursable to the Treasury from the 
revenues of the Panama Canal Company and the Canal Zone 
Government. 

The bill includes the budget estimate of $13,788,000 for operating 
expenses, Canal Zone Government, $488,000 above the appropriations 
for the current fiscal year. ‘This increase is caused primarily by the 
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integration of hospital facilities of all government agencies, including 
the military forces, on the Canal Zone. This integration will effect 
considerable overall savings to the Federal Government. 

The committee has approved the capital outlay program of 
$1,415,000 for the Canal Zone Government as presented in the budget 
estimates. 

The committee calls to the attention of the Secretary of the Army 
the desirability of a study as to the need and cost of a trans-isthmian 
highway entirely within the Canal Zone. 


PANAMA CANAL COMPANY 


Public Law 155, 81st Congress authorized the formation of the 
Panama Canal Company to carry on nongovernmental functions 
needed in the operation of the Canal Zone including the transiting 
of ships. As has been stated previously, the Company is a Govern- 
ment Corporation operating within its own revenues, consisting 
primarily of tolls on ships, and is expected to make annual payments 
to the Federal Treasury in the form of interest charges on certain 
Federal funds previously used in the Canal Zone. The primary 
purpose of the Company is the omeanton of the Canal. The prim: Wry 
investment of Federal funds in the Canal Zone is the Canal. The 
purpose of toll rates and other revenue producing activities is to 
provide certain necessary operating expenses for the C ompany- 
Government and to amortize the Federal investment therein. As the 
committee pointed out, in the report accompanying the Civil Func- 
tions Appropriation Bill, 1954, this is not being done, primarily, 
because certain charges in excess of $300,000,000, including titles, 
treaty rights and interest during original construction are not included 
in the toll base. The committee trusts that the Company will con- 
sider the need for the amortization of these costs and request legisla- 
tion from Congress if needed to successfully amortize the entire 
Federal investment. 

The committee must again call to the attention of the Board of 
Directors of the Company and other responsible officials the need for 
proper reserve funds to be set up looking forward to obsolescence of 
present equipment and structures on the Canal. Minor repairs and 
adjustments are constantly being made. In fiscal year 1954, the 
committee made available funds to initiate a program to increase the 
capacity of the Canal. The time is fast approaching when major 
repairs and improvements undoubtedly will have to be made to the 
Canal if it is to continue to efficiently handle the modern vessels now 
being developed. The cost of such repairs and improvements are 
properly chargeable against the revenues of the Company. Yet, no 
reserve fund has been set up looking forward to this need, nor is any 
presently contemplated. If these reserves are not available when 
needed, it can only mean that attempts will be made to either secure 
appropriations from the Federal treasury for this work or to sharply 
increase toll rates, both highly undesirable solutions. The committee 


believes that the Board of Directors should take steps to provide for 


the establishment of a suitable reserve fund. 
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HOUSING PROGRAM 


In the report accompanying the Civil Functions Appropriations 
Bill, 1953, the committee directed that an appraisal be made of the 
long range housing program then underway in the Canal Zone and 
that a realistic program be developed in accordance with “long range 
personnel requirements and with the architect and engineering reports 
on which the original submission of the program to Congress was 
based.” This appraisal by the company resulted in a program esti- 
mated to cost $40,767,000 as compared with the previous total cost of 
¢80,366,000. In the report accompanying the Civil Functions Appro- 
priation Bill, 1954, the committee again referred to the long range 
housing program, pointing out to the Board of the Directors of the 
Company the need for a prompt determination as to future use and 
housing of local rate employees. The suggestion was made that 
considerable savings could be achieved if a larger number of local 
rate employees were housed in the Republic of Panama. Following 
the committee’s desires on this point, the Governor and the Board of 
Directors reviewed the program. ‘This has resulted in a local rate 
housing policy which contemplates housing only those local rate 
employees in the Canal Zone whose services are necessary for primary 
service activities and certain positions connected with ship movements 
within the canal. Not only will this policy represent considerable 
savings to the Panama Canal Company, but it will, when effectually, 
implemented, aid in solving the present problem of developing and 
assisting the economy of the Republic of Panama by integrating its 
citizens into their national and political economy. The total cost of 
the housing program, including funds already expended is now esti- 
mated to be $33,756,000. The committee is gratified by the sub- 
stantial reduction which has taken place in this program and is appre- 
ciative of the cooperation of the officials of the company and the 
Board of Directors in this matter. 

For the fiscal year 1955, funds are made available for the Company 
and the Canal Zone Government in the amount of $2,064,000 for con- 
tinuation of the housing program. ‘These funds provide for the 
construction of 54 units in the Ancon-Balboa area as well as certain 
planning, utility services, and site preparation in other locations. 
The funds are made available with the specific understanding that 
no contracts will be let or no obligations incurred which will necessitate 
the appropriation of funds for additional housing units beyond fiscal 
year 1955. It is the committee’s desire that the present program of 
approximately 234 units scheduled for fiscal year 1956 be thoroughly 
reviewed by the Company, as is presently contemplated, prior to the 
submission of the budget for that fiscal year. 


BOOZ, ALLEN AND HAMILTON SURVEY OF EXTRA COMPENSATION 
The conference report on the Civil Functions Appropriation Bill, 


1954, contained the following language: 


The conferees are in complete accord as to the need for a comprehensive study 
of the compensation paid workers in the Canal Zone as contemplated in Senate 
Report No. 456 of the present Congress. 


The pertinent provisions of Senate Report No. 456 are: 


It seems appropriate therefore that a comprehensive study be made of the 
compensation paid workers in the Canal Zone. This study should also include 
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all so-called fringe benefits. The committee directs the Governor of the ( 
Zone and the Board of Directors of the Panama Canal Company to ha 
independent and comprehensive study of this problem made and to sub: 
report thereon to the legislative committee of the Congress with recommenda 
of the Board not later than January 1, 1954. Copies of the report and the r 
mendations of the Board are to be furnished the Appropriations Committees of 
the Congress. 

It was the understanding of the managers on the part of the House 
that this was to be a completely objective and comprehensive study 
by a reliable independent agency. That this is not true of the “Survey 
of Extra Compensation” made by Booz, Allen and Hamilton, Man- 
agement Consultants and submitted to the Committees as directed 
is obvious. 

The cost of the recommendations of the “‘consultants” to the Com- 
pany is $1,843,000 annually which does not include a revenue loss to 
the Federal Government of $1,062,000 due to exempting the salary 
differential paid the employees from Federal taxation. 

The committee cannot give much credence to a report so weakly 
supported by the facts that the “consultants”, while admitting that— 


On balance, the fair conclusion is that at present, the total cost of living in the 
Zone approximates the votal cost of living in the States, 


had to resort to such ridiculous items, in order to support. their 


recommendations, as: 


The Zone employee foregoes television, big league baseball, first-class theaters, 
art exhibits, and symphony concerts and even the opportunity to window 
shop * * * and: 

* * * zoos are lacking. 


COMPLIANCE WITH CLAUSE 3 OF RULE XIII 


PENDING BILL EXISTING LAW 


On page 11, line 22: 


Sec. 105. Section 105, Public Law Src. 105. Amounts expended by the 


153, 83d Congress is hereby amended 
by adding at the end thereof, before 
the period, the following: ‘‘and the 
appropriation or fund of any such other 
agency bearing the cost of the compen- 


Panama Canal Company in maintaining 
defense facilities in standby condition 
for the Department of Defense, and 
amounts expended by the Canal Zone 
Government in providing school and 


sation of the employee concerned is hospital services for agencies of the 

hereby made available for such reim- United States other than the Panama 

bursement”’, Canal Company and the Canal Zone 
Government hereafter shall, notwith- 
standing any other provision of law, be 
fully reimbursable to the Panama Canal 
Company or to the Canal Zone Govern- 
ment, as the case may be, by such other 
agencies, 


E STATEMENT SHOWING THE APPROPRIATIONS FOR 1954, THE ESTIMATES FOR 1955, AND 
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33p CONGRESS t HOUSE OF REPRESENTATIVES { Report 
No. 1346 


CONSIDERATION OF H. R. 8300 
Marcu 11, 1954.—Referred to the House Calendar and ordered to be printed 


Mr. ALLEN of Illinois, from the Committee on Rules, submitted the 
following 


REPORT 
[To accompany H. Res. 473] 


The Committee on Rules, having had under consideration House 
Resolution 473, reports the same to the House with the recommenda- 
tion that the resolution do pass. 


O 
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MAR FO qr, 


83p Congress (| HOUSE OF REPRESENTATIVES { Report 
Id Session | No. 1347 


PRESCRIBING AND REGULATING THE PROCEDURE FOR 
ADOPTION IN THE DISTRICT OF COLUMBIA 


Marcn 15, 1954.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 


Mr. Mrituer of Nebraska, from the Committee on the District of 
Columbia, submitted the following 


REPORT 


[To accompany H. R. 7061] 


The Committee on the District of Columbia, to whom was referred 
the bill (H. R. 7061) to prescribe and regulate the procedure for 
adoption in the District of Columbia, having considered the same, 
report favorably thereon with amendments and recommend that the 
bill, H. R. 7061, as amended do pass. 

The amendments are as follows: 

On page 4, line 8, strike “‘by’’ and insert in lieu thereof ‘‘before’’. 

On page 7, line 1, following the word “‘race’’ insert ‘‘and religion’. 

On page 7, line 3, following the word “race” insert ‘and religion’. 

On page 7, line 12, strike “agency in question” and insert im lieu 
thereof ‘‘Commissioners or such licensed agency”’’. 

On page 9, line 9, strike the “comma” and the word ‘and’ and 
insert in lieu thereof “‘or’’. 

On page 9, strike lines 23 through 25; and page 10, strike lines 1 
through 9, and insert in lieu thereof the following: 

(b) No final decree of adoption shall be entered unless the adoptee shall have 
been living with the petitioner at least six months. After considering the petition, 
the consents, and such evidence as the parties and any other properly interested 
person may wish to present, the court may enter a final or interlocutory: decree 
of adoption if it is satisfied— 

(1) that adoptee is physically, mentally, and otherwise suitable for adop- 
tion by the petitioner; 
(2) that the petitioner is fit and able to give the adoptee a proper home and 
education; and 
, (3) that the adoption will be for the best interests of adoptee. 
If it shall appear in the interest of the adoptee, the court may enter an inter- 
locutory decree of adoption, which decree shall by its terms automatically become 
a final decree of adoption on a day therein named, which day shall not be less 
than six months, nor more than one year, from the date of entry of such inter- 
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locutory decree unless in the interim such decree shall have been set aside for 
cause shown. The supervising agency shall be permitted to visit the adoptee 
during the period of the interlocutory decree. 


NEED FOR THE LEGISLATION 


The present law governing adoptions in the District of Columbia 
was passed in 1937 (50 Stat. 806 et seq.) and, with minor exceptions, 
has not been amended since that time. Sixteen years of experience 
under that law has demonstrated that, while its concepts are basicall) 
sound, many details were omitted from the law and this lack of detai! 
has caused confusion in the courts. Furthermore, new and modern 
concepts of adoption law and procedures have developed in the 
intervening years and it seems desirable to establish these principles 
and procedures in the law. 

Specifically, the need for a revision of the laws was brought to a 
head as long ago as 1946 when the then United States Court of 
Appeals for the District of Columbia rendered a decision in the case 
of In re Adoption of a Minor (155 Fed. (2d) 870). In the course of 
that opinion Associate Justice Prettyman, in speaking of the rules 
of court established by the district court to govern adoption pro- 
cedures, said: 

We do not find in the scant provisions of rule 50 of the local civil rules, which 
encompass the whole of ‘adoption rules,’”’ compliance with the statutory mandate 
inherent in the provision first above-quoted. 

Pursuant to this implied criticism of the Rules of Procedure in 
Adoption Cases for the District Court, the Bar Association of the 
District of Columbia appointed a committee to draft suggested new 
rules. Their proposed changes in the rules were drafted and pre- 
sented to the judges of the district court who, in turn, referred them 
to the late Judge Proctor for study and report. Judge Proctor 
before his death, informally reported that he did not think the pro- 
posed rules complied with the statute primarily because the statute 
was too broad in scope and lacked legislative details. Judge Proctor 
also informally reported that, in his opinion, the adoption law, 
enacted in 1937, was not correlated with the child placement or 
licensing law which was enacted in 1944 (58 Stat. 193). Judge 
Proctor’s conclusion was that it was advisable to amend the adop- 
tion law to fill in needed details, correlate it with the licensing law, 
and to modernize it wherein experience showed need for such changes. 

Once again an appropriate committee of the District of Columbia 
Bar association committee studied the problem and, in turn, requested 
the rules and regulations committee, authorized by Congress in the 
licensing law (58 Stat. 193, supra) and appointed by the Commis- 
sioners of the District of Columbia, to draft suggested amendments to 
both the adoption law and the licensing law. The latter committee, 
after several years of study, discussion, and conference work with 
numerous individuals, institutions, professions, and associations, and 
both public and private agencies, drafted such bills, which were intro- 
duced at their request in this C ongress as H. R. 7061, amendments to 
the adoption law, and H. R. 7062, amendments to the law regulating 
the placing of children in family homes. 
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DeraILtepD Discussion 
STATEMENT OF POLICY 


Section 1: There is no similar provision in the present adoption law 
and its purpose is self-explanatory. The present Maryland adoption 
law has a similar statement of legislative policy and there is a tendency 
to put such policy in modern adoption legislation in order to stress to 
the courts that there is a three-party responsibility involved in all 
adoption proceedings. 

DEFINITIONS 

Section 2: This section merely defines the terms ‘‘Commissioners,”’ 
“District,” “licensed child-placing agency”’ and “adoptee,”’ as used in 
the statute, 

JURISDICTION 


Section 3: This section is similar to the present jurisdictional 
provisions of the District of Columbia adoption law. In fact, provi- 
sions (1) and (2) are identical with the present provisions (1) and (2) 
of the existing law except that provision (2) adds the words “next 
preceding the filing of the petition.’’ We believe that these added 
words are really intended under the present law but thought it 
advisable to make the language specific. Certainly, merely because 
a person resided here for a year over 20 years ago should not confer 
jurisdiction on our courts. Provision (3) is an addition to the law and 
is copied from a similar provision in the Maryland adoption law. Its 
need arises out of the following type of situation: an agency has 
made a study of an adopting family and has placed a child with them, 
and immediately after placing the child with them, the family finds 
that it has to move to another jurisdiction. Quite frequently this 
enforced removal is caused by an employee of the Government being 
forced to transfer his residence to some other State. Many times the 
adoption laws of the other State are not modern and do not give 
adequate protection. For example, in some States adoption records 
are Open to examination by the public. It is deemed advisable in 
such a situation that the adoption agency which has the legal custody 
and control of the child should be allowed to put through the 
adoption in the District of Columbia where it is licensed by the 
District of Columbia laws. 


WHO MAY ADOPT 


Section 4: There is no specific provision exactly similar to this in 
the present law, although it is in the law by implication. It was also 
thought advisable to specifically provide in the law not to require the 
natural parent of the child to join in a petition for the adoption. This 
situation arises quite frequently where, for example, a woman is a 
widow and remarries and the stepfather wants to adopt the child. 
In many cases it was emotionally abhorrent to the natural mother 
to join in the petition to adopt her own natural child. Accordingly, 
we provide that she need only consent to the adoption. 








4 PRESCRIBE AND REGULATE PROCEDURE FOR ADOPTION IN D,. C. 


WHO MAY BE ADOPTED 


Section 5: There is no similar provision to this in the present law, 
although obviously it is there by implication. It is inserted in the 
proposed law in order to make the statute complete on its face. 


CONSENT 


Section 6: The uncertainty in the present law dealing with necessary 
consents to adoption proceedings gave rise to the case (supra) in which 
Judge Prettyman indicated an inadequacy of the District Court's 
Rules of Procedure. In that case Judge Prettyman, under the present 
wording of the adoption law, indicated that the only safe procedure 
for adopting parents to follow in an adoption proceeding was to give 
actual notice of the procee dings to the natural father. This arose out 
of the language in the present law reading as follows: 

The consent of the father of an adoptee born out of wedlock shall not be nx 
sary unless he has both acknowledged the adoptee and contributed voluntarily 
to its support. 

Judge Prettyman raised the question of how a natural father could 
acknowledge the child or contribute to its support if he did not have 
actual knowledge of the birth of the child. Growing out of this back- 
ground history, it is proposed that the adoption law be revised in orde: 
to eliminate this pitfall. Specifically, the problem is taken care of 
in part (4) of the new section 6 and the need for this part (4) can be 
best illustrated by an actual case history. A woman who has children 
15 and 13 years of age, and who is a widow, has an illegitimate child 
by X. She realizes that she has made a grievous mistake and desires 
to cut off all connections with X and devote her best efforts to raising 
her 15- and 13-year-old children. She places the baby for adoption 
but is advised that X will have to be notified of the birth of the child. 
X does not object to the adoption but he uses the knowledge he has 
thus gained to blackmail the mother into resuming illicit relations 
with him, holding as a club over her head the threat of telling her 15- 
year-old son about the illegitimate child. Other cases arise wherein 
the father of the child is married to another woman and notifying him 
of the birth of the child cannot solve the problem and only tends to 
broadcast the secret of the mother of the illegitimate baby to persons 
who might use such information to harm her chances of rehabilitation 

On the other hand, licensed adoption agencies, in at least 90 percent 
of the cases, endeavor not only to locate the putative father but to 
discuss the pregnancy situation with him. For example, they want 
to find out whether he wants to assist in the financial problems of the 
mother and also to obtain his background history so that better adop- 
tion service can be rendered. In other words, good social practice 
requires discussion of the matter with the putative father in all but 
the exceptional cases and the statute should be flexible enough to 
allow the agencies to use their judgment as to whether or not the 
father of the illegitimate child should be notified of the situation. 

Part (5) of section 6 is also a new provision and was inserted in the 
law because of experiences of the agencies during World War II. 
Quite frequently during that period a family was separated by war 
conditions and the father sent overseas, sometimes for as long as 4 
or 5 years. Unfortunately, sometimes the wife, although having 
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several children by the marriage, committed an indiscretion while 
the husband was overseas. It was often felt that no useful purpose 
could or would be served by notifying the husband overseas and 
experience in these situations since the war has justified the judgment 
that such procedure was inadvisable. There was no established rule 
on this subject in the District of Columbia courts of how this situation 
would be handled, although it is known that there were uncontested 
decisions rendered during the period granting the adoption where 
the husband was not notified, when it could be proved by collateral 
evidence that there was nonaccess, especially in those cases where the 
actual father of the child admitted paternity. In other words, the 
proposed language writes into the statute the common-law rule 
established by Lord Mansfield to the effect that the husband and wife 
were themselves estopped by their testimony to bastardize the child 
but that if the illegitimacy could be satisfactorily proved by collateral 
evidence, then the consent of the husband was not necessary. 

Above all else, attention is called to subparagraph (e) of the section 
wherein it is provided that final discretion in these matters is left 
to the court so that the consent of anybody who has responsibility 
for the child, whether the parent or an agency, or the Board of Public 
Welfare, or even the child itself at 14 years of age or over, can be 
waived if the court finds that such consent is withheld contrary to the 
best interests of the child. For example, the provision with respect 
to the consent of the child itself at 14 years of age or over being waived 
by the court arose out of the discussion of a hypothetical case of 
where a family of 5 children ranging in age from 14 on down to 2 or 3 
years of age, were left homeless and without close relatives. We 
assume that couple A and B might want to adopt the whole family 
but the child 14 years of age, not having really reached the age of 
discretion, and for some unknown reason, refused to give his consent. 
If the court deemed it best in such an instance, in order to keep the 
family together as a unit, that the one child’s consent could be waived 
the court could act accordingly. 


THE PETITION 


Section 7. This section dealing with the petition has a similar sec- 
tion in the present law but the new section is more specific in the re- 
quirement of the form of the petition. In substance it follows the 
actual practice under the present District of Columbia law, although 
it is not spelled out in the present law. Particular attention is called 
to the last full paragraph of the section wherein it is provided that the 
agency can state confidential facts directly to the court rather than 
having them set forth in the petition. This is so that the social 
policy of iron-curtain secrecy between both sides of the transaction 
can be maintained and it is the practice that is followed in present 
court procedure but it is not in the law. 

The committee has inserted an amendment in this section and it is 
the opinion of the committee that the religion of the adoptee and 
adoptors, like race, should be one of the facts brought to the court’s 
attention in adoption proceedings. 

The committee has also amended the bill as introduced so as to 
accord to the public agency the same privileges as are accorded private 
agencies with respect to filing reports directly with the court. 
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NOTICE 


Section 8: There is no similar provision in the present. law, al- 
though it is there by implication in that the present law provides 
that notice need not be given if the parties have consented. 


INVESTIGATION 


Section 9: This section has a similar provision in the present law 
insofar as cases are handled by or are referred to the Board of Public 
Welfare for investigation and study. The proposed law provides that 
private agencies which place a child for adoption shall make th 
report to the court with respect to such children. 


INVESTIGATION IN CERTAIN CASES 


Section 10: This section provides that in the stepfather or step- 
mother relationship the court can dispense with any court investiga- 
tion and report or an interlocutory decree. It has been found that 
in such relationships the child is going to live with the stepfather or 
stepmother at any rate and the report serves no purpose. There is 
no similar provision in the present law. 


PROCEEDINGS 


Section 11: This is similar in nature to section IIT of the present 
law in that there is a 6-month waiting period required and that either 
a final decree may be entered after that 6-month period is established, 
or an interlocutory decree may be entered sooner. 

The committee has inserted an amendment in this section of the 
bill as introduced. The bill, as introduced through oversight, failed 
to include standards which should govern the court in passing on a 
petition for adoption. Such standards are contained in the present 
law and should be in the proposed law. Further, the bill as intro- 
duced was indefinite as to what happened on the entry of a final decree 
of adoption. Both these problems are corrected by the committee's 
amendments. 

FINALITY OF DECREES OF ADOPTION 


Section 12: This section is implied in the present law except that 
it goes further and states the time limit within which an adoption 
decree can be attacked for reasons of jurisdictional or procedural 
defects. It also brings into the law the generally accepted correct 
provisions relating to conflicts of laws on acceptance of adoption 
decrees in other jurisdictions. 


APPEAL 


Section 13: This section grants the right of appeal in adoption 
proceedings. It is implied in the present law. 


RECORDS 


Section 14: This section is similar to section VI of the present law. 
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LEGAL EFFECTS OF DECREE OF ADOPTION 


Section 15: (a) Inheritance rights: This section deals primarily 
with inheritance rights and the proposed law suggests a distinct 
change from the present law. For purposes of explanation, it may be 
said that the present law is called, in words of art, a “from’’ law, 
while the proposed law is called a “from and through” law. It can 
be best illustrated by an example. A and B have a child, C, who 
marries D and they adopt X. C and D die before A and B. A and 
B die leaving a will reading that they leave their property to their 
children and their heirs. Under the present District of Columbia 
law, X would not inherit from A and B. Under the proposed law 
X would inherit from A and B. The proposed law is similar to the 
change made in the Maryland law some years ago and brings to the 
foreground the growing concept that adopted children are in all re- 
spects the actual children of the adopting family. Sometimes the 
argument is made that in this manner a child will be sneaked in on 
unsuspecting grandparents but the committee believes that this 
situation seldom occurs. One of the members of the adoption com- 
mittee of the Bar Association of the District of Columbia conducted 
a survey among adopting grandparents a few years ago and there 
was unanimity among such grandparents that they much preferred 
a “from and through” law. It was therefore the thought of the com- 
mittee that the law should be brought into conformity with the desires 
of the many and the few that obje cted to it could specifically change 
their wills to the contrary. Furthermore, the proposed change isin 
keeping with the idea that the greatest possible protection should be 
given the adopted child. 

(b) Interlocutory decree: This section is similar to the present law 
insofar as the effect of a final decree is concerned but probably estab- 
lishes more protection for the adopted child in cases of interlocutory 
decrees. The interlocutory decree in this situation has been copied 
from the Maryland interlocutory provision and provides that after 
an interlocutory decree, and unless and until it is set aside, the child 
has all of the rights of an adopted child. This would give the child 
the right to inherit if its adopting parents died before the decree 
became final. It is also an important provision in giving greater 
protection to the adopting parents insofar as income tax deductions 
are concerned. It has been determined that where an interlocutory 
decree has been given pursuant to this type of provision before Decem- 
ber 31 of the year, that the adopting parents can take a $600 credit 
for the child, whereas otherwise they would have to wait until a 
final decree of adoption is entered before they can take the $600 
credit. However, the main reason for its insertion in the law is to 
give better protection for the child. 


BIRTH CERTIFICATES 


Section 16: This section is similar to the present law as amended 
by the act of June 26, 1946, except that it provides that as to adop- 
tions that took place before 1937 when the present adoption laws 
were adopted, a new birth certificate can be issued and the court 
records can be sealed. The Corporation Counsel has interpreted 
the present adoption law as not permitting such issuance of a new 
birth certificate and sealing of court records. 
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MEANING OF THE TERM “CHILD” 


Section 17: There is no similar provision in the present District of 
Columbia laws. 
REPEAL AND SAVINGS PROVISION 


Section 18: This provision is similar to a like provision contained 
in the District of Columbia law when it was enacted in 1937. 

Prior to the introduction of this legislation copies of the proposed 
bill were submitted to the following groups in the District of Columbia 
Jewish Social Service Agency, Spence-Chapin Adoption Service, St. 
Ann’s Infant and Maternity Home, The Barker Foundation, United 
Community Services, The Medical Society of the District of Colum- 
bia, the Bar Association of the District of Columbia, Catholic Charities 
of the District of Columbia, Family and Child Services, Methodist 
Board of Child Care, League of Women Voters, Federation of 
Churches, Medico-Chirurgical Society, Washington Bar Association, 
and the Washington Board of Trade. 

At a hearing held before the Subcommittee on Health, Education, 
Recreation of the House District Committee on February 25, 1954, 
there was no opposition whatsoever to the enactment of this legisla- 
tion. 

CHANGES IN EXISTING LAW 


In compliance with paragraph 3 of rule XIII of the Rules of the 
House of Representatives, changes in existing law made by the bill, 
as introduced, are shown as follows (existing law proposed to be 
omitted is enclosed in black brackets, new matter is printed in italics, 
existing law in which no change is proposed is shown in roman): 


[16 D. C. Cops, Cu. 2] 


[That jurisdiction is hereby conferred upon the District Court of the United 
States for the District of Columbia to hear and determine petitions and decrees 
of adoption of any adult or child (hereinafter called adoptee) with authority to 
make such rules, not inconsistent with this Act, as shall bring fully before the 
court for consideration the interests of the adoptee, the natural parents, the 
petitioner, and any other properly interested party. No petition shall be consid- 
ered by the court unless petitioner’s spouse joins in the petition or consents to 
the adoption. 

[Jurisdiction is conferred if either of the following circumstances exist: 

((1) If petitioner is a legal resident of the District of Columbia; 

{(2) If petitioner has actually resided in the District of Columbia for at least 
one year. 

(The petition shall state, so far as known, the name, age, race, occupation, 
and address of the natural parents, when known, and of the petitioner, whether 
the petitioner is married or single, the age and sex of the adoptee, the property 
owned by the adoptee, and such other facts as the court may require. 

{The court shall thereupon, if the adoptee is under twenty-one years of age, 
issue a rule with copy of the petition attached, which shall be served in such 
manner as the court shall therein direct, directed to all parties to the petition 
who do not appear and consent to the adoption, and to the Board of Public Welfare 
to verify the allegations of the petitioa, to make a thorough investigation for the 
purpose of ascertaining if the adoptee is a proper subject for adoption and if the 
home of the petitioner is a suitable one for the adoptee and within a period not 
in excess of ninety days to report its findings with recommendations to the court. 
If an investigation already has been made by a social agency approved by the 
court, the Board of Public Welfare shall accept it instead of making one itself: 
Provided, That the foregoing provisions of this section relating to investigations 
and reports by the Board of Public Welfare or an approved social agency shall 
not apply, if an investigation has already been made by a recognized religious 
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or fraternal organization, having under its care minors for adoption, no part of 
the net earnings of which inures to the benefit of any private shareholder or 
individual, and if such organization appears in the proceeding and reports to the 
ourt the results of its investigation and its recommendations with respect to the 
yption. 
[sec. 2. If adoptee is under twenty-one years of age, no decree of adoption 
be made unless the court shall find that the following persons have consented 
to the adoption: Adoptee, if fourteen or more years of age; and the natural parents 
or adoptive parents by a previous adoption, if living. The consent of the father of 
an adoptee born out of wedlock shall not be necessary unless he has both acknowl- 
edged the adoptee and contributed voluntarily to its support. The consent of a 
parent who is @ minor shall not be voidable because of that minority 
[If adoptee shall have attained the age of twenty-one years or over, the only 
consents which shall be required are those of such adoptee, and its spouse, if any 
cr! e consent of a natural parent, cr parents, or adoptive parents by a previous 
adoption, may be dispensed with (1) where after such notice as the court shall 
jirect it shall appear to the court that such person or persons cannot be located; 
2) where they have been permanently deprived of custody of the adoptee by 
court order; (3) where it shall appear to the court that they have abandoned the 
adoptee and voluntarily failed to contribute to his or her support for a period of 
at least one year next preceding the date of the filing of the petition; or (4) where 
nvestigation has shown to the satisfaction of the court extraordinary cause why 
such consent should be dispensed with. 

[Sec. 3. After considering the petition, the consents, and such evidence as 
the parties and any other properly interested person may wish to present, the 
court may enter a final decree of adoption if it is satisfied (a) that adoptee is 
physically, mentally, and otherwise suitable for adoption by the petitioner; 

that the petitioner is fit and able to give the adoptee a proper home and edu- 
cation; and (c) that the change will be for the best interests of adoptee 

[No final decree of adoption shall be entered unless the adoptee shall have been 
living with the adoptor at least six months prior to the filing of the petition. If, 
however, it shall appear in the interests of the adoptee, the court may enter an inter- 
locutory decree for adoption, which decree shall by its terms automatically become 
a final decree of adoption on a day therein named, which shall not be more than 
six months from the entry of such interlocutory decree unless such decree 
shall be set aside for cause shown. If it shall appear in the interests of the adoptee, 





the Board of Public Welfare shall visit the adoptee during the period of the inter- 
locutory decree at regular intervals. 

1. Notice of a final decree of adoption shall be sent to the Bureau of Vital 
St es of the Health Department. This Bureau shall cause to be made a new 
record of the birth in the new name and with the names of the adoptor and shall 
then cause to be sealed and filed the original birth certificate with the order of the 
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court and such sealed package shall be opened only by order of court. 

[Sec. 5. Entry of a final decree of adoption shall establish the relation of natural 
parent and natural child between adoptor and adoptee for all purposes including 
mutual rights of inheritance and succession the same as if adoptee was born of 
adoptor, except that adoptee shall not inherit from collateral relatives of or the 
parents of adoptor although such collateral relatives and parents of adoptor shall 
have the right of inheritance from adoptee. All rights and duties including those 
of inheritance and succession between adoptee, his or her natural parents, their 
issue, collateral relatives, and so forth, shall be cut off. In the event one of the 
natural parents shall be the spouse of petitioner, then the rights and relations as 
between adoptee, such natural parent, and his or her parents and collateral rela- 
tives, including mutual rights of inheritance and succession, shall in nowise be 
altered. 

[The family name of the adoptee shall be changed to that of adoptor unless the 
decree shall otherwise provide, and the given name of the adoptee may be fixed 
or changed at the same time. 

_ [Sec. 6. Records and papers in adoption proceedings, after the petition is 
filed and prior to the entry of a final decree, shall be open to inspection by the 
parties or their attorneys and members of the Board of Public Welfare or their 
agents, upon order of the court. Upon the entry of a final decree the Board of 
Public Welfare and the clerk of the court shall seal all papers in the proceedings. 
Said seals shall not be broken, and said papers shall not be inspected by any 
person, including the parties to the proceeding, except upon order cf the court. 
Application for leave to inspect papers in adoption proceedings shall be by petition 
and shall be granted only for extraordinary cause shown. The court may appoint 
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a master to consider and investigate the facts upon which such a petition is based 
who shall make his findings and recommendations to the court 

[The clerk of the court shall keep a docket of all adoption proceedings y 
shall only be inspected upon order of the court upon the same conditions her 
above set out for the inspection of papers. 

[Sec. 7. Section 395 (title 15, sec. 1, New Code) of the Code of Law of { 
District of Columbia is hereby repealed. The provisions hereof shall ha 
retroactive effect and shall not be construed as affecting in any way the 1 
and relations obtained by any decree of adoption entered heretofore, a1 : 
proceedings instituted and pending on the date of this enactment shall be car 
to their final determinetion in accordance with the provisions of section 39 
if this Act had not been enacted, and all orders and decrees entered therei1 al] 
remain valid and binding on all parties thereby affected.] 


nm, 
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83p CoNGRESS } HOUSE OF REPRESENTATIVES | 


9d Session 


AMENDING THE ACT OF APRIL 22, 1944, WHICH REGU- 
LATES THE PLACEMENT OF CHILDREN IN FAMILY 
HOMES IN THE DISTRICT OF COLUMBIA 


Marca 15, 1954.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 


Mr. Mruuter of Nebraska, from the Committee on the District of 
Columbia, submitted the following 


REPORT 


(To accompany H. R. 7062) 


The Committee on the District of Columbia, to whom was referred 
the bill (H. R. 7062) to amend the act of April 22, 1944, which regu- 
lates the placement of children in family homes in the District of 
Columbia, having considered the same, report favorably thereon with 
amendments and recommend that the bill H. R. 7062 as amended do 
pass. 

The amendments are as follows: 

On page 2, line 9, strike “having an organized program for placing” 
and insert in lieu thereof “licensed to place’’. 

On page 3, line 16, strike the words “nor shall’ and insert in lieu 
thereof the words ‘‘except that such records shall be available for 
inspection by authorities authorized by law to license child-placing 
agencies”’. 

On page 3, line 16, change “such” to “‘Such”’. 

On page 3, line 17, insert the words “shall not” after the word 
“records’’. 

On page 3, line 18, insert the words “and the Commissioners” after 
the word “agency” and before the comma. 

On page 3, line 21, immediately before the word “agency” insert 
“Commissioners or such”’. 

On page 3, line 23, immediately before the word “agency” insert 
“Commissioners or such”’. 

On page 6, line 3, insert the words “or receive” after the word 
“make” and insert the words ‘or compensation whatsoever” after 
the word ‘‘charge’’. 


*% 42006 








2 AMEND ACT WHICH REGULATES PLACEMENT OF CHILDREN IN D. ¢, 


NEED FOR LEGISLATION 


The law to regulate the placing of children in family homes (58 Stat, 
193) was passed in 1944. That law provided for a committee to be 
appointed by the Commissioners of the District of Columbia to draft 
rules and regulations to effect the congressional intent. The law pro- 
vided for membership on this committee of representatives of the 
then existing five child-placing agencies. As of now there are eight 
such agencies and it is believed that all agencies should be represented 
on the committee. In addition it is believed the medical and legal] 
professions should be represented on the committee and the proposed 
bill effectuates this purpose. 

Other amendments proposed by the bill and deemed desirable as 
determined by 10 years of experience under the original law are dis- 
cussed in detail in the balance of this report. 


DISCUSSION 

Section 1 

Section 1 of the proposed bill amends section 3 of the existing law 
Section 3 of the existing law established a committee appointed by the 
Commissioners of the District of Columbia to draft rules and regula- 
tions or standards governing the placing of children in family homes 
This section was rewritten to provide more democratic representation 
of child-placing agencies in standard setting, providing for 2 represent- 
atives from each licensed child-placing agency rather than 1 from 
only 5 agencies, as is provided for under existing law, and for repre- 
sentation from the medical and legal professions, from both of which 
fields specialized knowledge concerning the welfare of children is used 
in setting up standards; retains the provision for chairman of the com- 
mittee to be a member of the Department of Public Welfare and 
retains the provision for 1 representative from the staff of the Health 
Department; increases the term of appointment of members of the 
committee from 1 to 3 years, obtaining better use thereby of the 
experience gained by those who serve; provides for staggered terms in 
first appointments to provide continuity in the work of the com- 
mittee; retains the provision for annual review of the regulations. 


Section 2 

Section 2 of the proposed bill amends the third paragraph of section 
4 of existing law so as to provide that a provisional license, not to 
exceed in duration 3 successive years, can be issued by the Commis- 
sioners.. It is thought advisable to provide for such a provisional 
license, as was provided for temporarily in the original law, so that 
new agencies which cannot immediately meet all the standards estab- 
lished under the law can secure a provisional license and gradually 
meres their standards so as to conform to all the requirements of 
the law. 


Section 3 

Section 3 of the proposed bill eliminates from section 5 of the existing 
law the provisions relating to prohibited compensation which are, in 
turn, restated under section 6 of the proposed law. In addition, 
section 3 of the proposed law clarifies existing law as to the meaning 
of the word “confidential’’ in dealing with records in adoption cases. 
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Because the records of licensed child-placing agencies frequently deal 
with the family problems of children and particularly with children 
born out of wedlock, and because such children face great difficulties 
in overcoming such initial handicap, the bill provides that case records 
ot licensed agencies should be revealed (1) only when protection of 
the interests of the child require this and (2) only when the informa- 
tion in the record will contribute to research which aims to improve 
services, and then only when safeguards are taken against disclosure 
of the identity of persons contained in the record. 

The purpose of the committee amendments is to make clear that 
the provisions concerning confidentiality of records shall not bar the 
public authorities from inspecting records for the purposes of granting 
or refusing a license and to permit the records of the public agency 
to be used for research purposes. 

Section 4 

Section 4 of the bill inserts a new section 5A in the present law. 
The amendment will facilitate the placement of children in family 
homes in the District of Columbia by authorized or licensed child- 
placing agencies of other States and of other countries, by giving 
authority to the Commissioners to enter into agreements with the 
licensing authorities of such jurisdictions concerning placement of 
children. No exception exists in the present law to the requirement 
that agencies be licensed in order to place children in the District of 
Columbia, but since the majority of out-of-State agencies seek to 
place only a few children in foster homes in the District, licensing is a 
cumbersome procedure to accomplish this. The new provision will 
enable such placements to be made under more simplified procedures. 
It will also be possible for the Commissioners, when it is in the interests 
of the District of Columbia, to require as a condition to the agreement, 
approval of the other State to placement of children of the District 
of Columbia in foster homes located in the other State. The authority 
given the Commissioners to deal with out-of-country agencies will 
enable District child-placing agencies to cooperate with these organ- 
izations in providing services such as the study of the adoptive home 
in the District of Columbia and supervision of the child during trial 
placement, since foreign organizations, even if given approval to 
place under the agreement provision, are not able to come to the 
District to carry on these phases of the placement. 

Section & (a) 

This section amends section 6 of the present law. Part of present 
section 6 has been omitted in the proposed bill for the reason that it 
deals with adoption proceedings and has been provided for in H. R. 
7061. The bill also provides that the minority of a natural parent 
shall not be a bar to that parent relinquishing its parental rights to a 
licensed child-placing agency. Thus, this provision correlates the 
licensing law with existing adoption law which has a similar provision 
dealing with consents to adoption by a minor. 

The proposed bill also provides in this section that a relinquish- 
ment of parental rights can be revoked on consent of both parties to 
the contract. This would restore the initial relationship, rights, and 
responsibilities between parent and child in instances where following 
relinquishment the child has been found to be unadoptable and the 
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parent by reason of favorable changes in her resources wishes to raise 
the child. 

The proposed bill also provides in this section for transfer of parental 
rights between licensed child-placing agencies, thus facilitating place- 
ment in adoption in certain instances where a denominational agency 
in another jurisdiction holds parental rights and wishes to place the 
child in an adoption home in the District of Columbia, but wants the 
ee made by a child-placing agency of like denomination 
rere. 


Section 5 (6) 


This section in the proposed bill makes it possible for the Depart- 
ment of Public Welfare to act as agent of the Commissioners to accept 
ee relinquishment of children from parents who request the 

epartment to arrange placement of their children in adoption with- 
out the present necessity for personal appearance of the mother in 
the juvenile court in a hearing to commit the child to the permanent 
guardianship of the Department. The Department of Public Wel- 
fare may only consent to the adoption of a child after the child has 
been made a permanent ward by action of the juvenile court (Public 
Law 397, 77th Cong., An act to give additional powers to the Board 
of Public Welfare of the District of Columbia, and for other purposes, 
approved January 12, 1942). The change would encourage unmarried 
mothers to use public-agency services in obtaining adoption placement 
of their children. Under present requirements certain mothers shun 
the public agency because of the fear of disclosure of their problem 
in court appearances. 


Section 6 


Section 6 adds a new section 12 to the existing law and deals with 
prohibited types of compensation in connection with placing of 
children for adoption. The new section replaces the last paragraph 
of section 5 of the present law. The present law prohibits acceptance 
of a fee or compensation by an agency in relation to its placement of a 
child with an adoptor, but regulations of the Commissioners authorize 
agencies to accept reimbursement by adoptors for actual costs incurred 
by the agency in placement of an individual child. Two difficulties 
would be removed by the proposed change allowing reimbursement 
to be on an average cost basis: (1) Administrative difficulties in main- 
taining a continuing detailed accounting of expenditures actually 
incurred and paid by the agency for individual children for whom 
adoption placement is arranged, and (2) inequalities in costs to adop- 
tors which results from the differing expense in preparing individual 
children for adoption. The provision places with the Committee on 
Regulations a responsibility for establishing limits, within costs, which 
agencies may collect. 

It is to be specifically noted that the proposed law states that in- 
ability of adoptive parents to pay for all or any part of the costs shall 
not in itself bar them as adoptive applicants. 

The purpose of the committee amendments is to retain the same 
restrictions on compensation as are contained in the present law. 

Prior to the introduction of this legislation copies of the proposed 
bill were submitted to the following groups in the District of Columbia: 
Jewish Social Service Agency, Spence-Chapin Adoption Service, 5t. 
Ann’s Infant and Maternity Home, the Barker Foundation, United 
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Community Services, the Medical Society of the District of Columbia, 
the Bar Association of the District of Columbia, Catholic Charities 
of the District of Columbia, Family and Child Services, Methodist 
Board of Child Care, League of Women Voters, Federation of Churches, 
Medico-Chirurgical Society, Washington Bar Association, and the 
Washington Board of Trade. 

At a hearing held before the Subcommittee on Health, Education, 
and Recreation of the House District Committee on February 25, 
1954, there was no opposition whatsoever to the enactment of this 
legislation. 

CHANGES IN EXISTING LAW 


In compliance with paragraph 3 of rule XIII of the Rules of the 
House of Representatives, changes in existing law made by the bill, 
as introduced, are shown as follows (existing law proposed to be 
omitted is enclosed in black brackets, new matter is printed in italics, 
existing law in which no change is proposed is shown in roman): 


H. R. 7062 (58 Srar. 193) 


That the purpose of this Act is to secure for each child under sixteen years of 
age who is placed in a family home, other than his own or that of a relative within 
the third degree, such care and guidance as will serve the child’s welfare and the 
best interests of the District of Coberbia: and to secure for him custody and care 
as near as possible to that which should have been given him by his parents. 

Sec. 2. Any person, firm, corporation, association, or public agency that re- 
ceives or accepts a child under sixteen years of age and places or offers to place 
such child for temporary or permanent care in a family home other than that of a 
relative within the third degree shall be deemed to be maintaining a child-placing 
agency. No child-placing agency shall be maintained in the District of Columbia 
without a license issued by the Commissioners of the District of Columbia: 
Provided, That notwithstanding any provisions of section 4 of this Act such a 
license shall be issued forthwith to any corporation or association chartered by 
special Act of Congress and having under its charter the purposes or powers of a 
child-placing agency as herein defined. 

Sec. 3. [Within sixty days after the passage of this Act, the Commissioners 
shall appoint, after consultation with the Board of Public Welfare, a committee 
of eight persons to formulate and adopt rules and regulations, subject to the ap- 
proval of the Commissioners, prescribing standards of placement, care, and serv- 
ices to be required of child-placing agencies, pursuant to the intent and purposes 
of this Act. The committee shall be composed of a member of the Board of Public 
Welfare who shall act as chairman of said committee, a member of the staff of the 
Health Department of the District of Columbia, a member of the staff of the 
Board of Public Welfare of the District of Columbia, and one representative from 
each of five charitable organizations of the District of Columbia having an organ- 
ized program for placing children in family homes. Each member of said com- 
mittee shall serve for a term of one year and until his successor is appointed and 
qualified. The rules and regulations shall be reviewed by the committee annually 
and, subject to the approval of the Commissioners, may be amended when deemed 
necessary.] Within sixty days after the date of the enactment of section 12 of this 
Act, the Commissioners shall appoint, after consultation with the Department of 
Public Welfare, a committee to formulate and adopt rules and regulations, subject to 
the approval of the Commissioners, prescribing standards of placement, care, and 
services to be required of child-placing agencies, pursuant to the intent and purposes 
of this Act. The committee shall be composed of two representatives of the Department 
of Public Welfare of the District of Columbia, one of whom shall act as chairman, a 
member of the staff of the Department of Health of the District of Columbia, two repre- 
sentatives from each of the charitable organizations of the District of Columbia having 
an organized program for placing children in family homes, a member of the legal 
profession, and a member of the medical profession. The terms of office of each mem- 
ber of the committee shall be three years, except that— 

(1) the terms of office of the members first taking office shall expire, as designated 
by the Commissioners at the time of appointment, approximately one-third at 
the end of one year, approximately. one-third at the end of two years, and approzi- 
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mately one-third at the end of three years, after the date of the enactment of section 
12; 

(2) any member appointed to fill a vacancy oceurring prior to the expiration 
of the term for which his predecessor was appointed shall be appointed for the 
remainder of such term; and 

(3) upon the expiration of his term of office a member shall continue to serve 
until his successor is appointed an 1 has qualified. 

The rules and regulations prescribing standards of placement, care and services to 
be required of child-placing agencies shall be reviewed by the committee annually and, 
subject to the approval of the Commissioners, may be amended when deemed necessary 

Sec. 4. An application for a license as a child-placing agency shall be made to 
the Commissioners on forms provided by them and in the manner prescribed 
Before such license is issued the Board of Public Welfare shall arrange to have a; 
investigation made of the activities and standards of care of the agency and shal! 
consult with persons having official connection with the agency. If the Board js 
satisfied as to the good character and intent of the applicant, and that the ager 
is adequately financed, and that its staff, procedures, and services conform to th: 
established standards of care, said Board shall recommend to the Commissioners 
that a license be issued. 

A provisional license may be issued to any agency which is temporarily unable 
to conform to all the provisions of the established standards of care upon terms 
and conditions prescribed by the Commissioners upon recommendation of the 
Board of Public Welfare. 

All licenses shall be issued for one year from the date thereof and may by 
renewed annually on the application of the agency, except that provisional licenses 
may be issued for not more than three successive years [from the date of the pas- 
sage of this Act]. 

Sec. 5. No person other than the parent, guardian, or relative within the third 
degree, and no firm, corporation, association, or agency, other than a licensed 
child-placing agency, may place or arrange or assist in placing or arranging for the 
placement of a child under sixteen years of age in a family home or for adoption 
In accordance with the rules and regulations promulgated hereunder, any licensed 
child-placing agency may accept children for placement in family homes and shal 
have and maintain care, custody, and control of any such child until returned to 
the person from whom received or until responsibility for the child is transferred 
to another child-welfare agency or terminated by the order of a court of competent 
jurisdiction. 

Every such agency shall keep and maintain careful supervision of all childre: 
under its eare, including those placed in family homes, and its officers or agents 
shall visit all such homes and families as often as may be necessary to promote 
the welfare of such child: Provided, That legally adopted children shall not be 
subject to such supervision and visitation, or other supervision or visitation 
Every such agency shall keep such records as shall be required by the rules and 
regulations promulgated hereunder and all records regarding children and all 
facts learned about children and their parents or relatives shall be deemed conf- 
dential. 

[Such agency shall in no case charge or receive from the person or persons 
legally adopting any child any compensation whatsoever therefor; and in no case 
shall any person taking a child with the intention of adoption demand or receive 
from such agency any compensation whatsoever for the care of such child even 
though it shall be returned to the agency.] 

Records which are deemed confidential shall not be available for inspection by nor 
disclosed to any person, firm, corporation, association, or public agency, nor shall 
such records be subject to judicial subpena in collateral proceedings, except that the 
licensed child-placing agency, in accordance with rules and regulations promulgated 
hereunder, may make such records, or any information contained in such records, 
available (1) when the agency determines that any information contained in such 
records shall promote or protect the interest and welfare of any child the agency has 
served, and (2) for the purpose of research if adequate safeguards are taken agains! 
the disclosure or publication in any manner of the identity of any person contained 
in such records. 

Sec. 5A. Notwithstanding the provisions of this Act, the Commissioners art 
authorized to enter into agreements with any person, firm, corporation, association, 
or public agency licensed or authorized by a State or country for the care and place- 
ment of minors, permitting such person, firm, corporation, association, or public 
agency to place nonresident children in foster or adopting homes in the District 0 
Columbia. The Commissioners shall act pursuant to regulations promulgated 4: 
provided in section 8 of this Act. 
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Sec. 6. (2) Whenever a licensed child-placing agency shall have been given the 
permanent care and guardianship of any child and the rights of the parent or 
parents of such child shall have been terminated by order of a court of competent 
jurisdiction or by a legally executed relinquishment of parental rights, the agency 
is vested with parental rights and may consent to the adoption of the child pur- 
suant to the statutes regulating adoption procedure. [In any such adoption 
proceeding filed in the District of Columbia, which is consented to by a child- 
placing agency licensed pursuant to this Act, the provisions of section 1 of the 
Act entitled “‘An Act to regulate proceedings in adoption in the District of Colum- 
bia”, approved August 25, 1937, as amended (50 Stat. 806) requiring the petition 
to state the name, age, race, occupation, and address of the natural parents, and 
requiring the Board of Public Welfare to verify the allegations of the petition, 
make investigation, and report its findings and recommendations to the Court, 
shall not apply.]) Minority of a natural parent shall not be a bar to such parent’s 
relinguishment to a licensed agency. Any relinquishment of parental rights other 
than by court order as provided above, may be revoked upon the written consent of all 
the parties to satd relinquishment and any such relinquishment may be transferred 
from one licensed child-placing agency to another licensed child-placing agency, in 
which case the second agency shall assume all the rights and duties of the first agency. 
For the purposes of this section, “licensed child-plicing agency’? shall mean any 
child-placing agency licensed pursuant to this Act or any child-placing agency licensed 
or authorized by another State or country for the care and placement of minors. Such 
transfer or relinquishment shall be filed in the Office of the Clerk of the United States 
District Court for the District of Columbia, as hereinafter provided in this section. 
Except in proceedings for adoption no patent may voluntarily assign or otherwise 
transfer to another his rights and duties with respect to the permanent care and 
control of a child under sixteen years of age unless such relinguishment of parental 
rights is made to a licensed child-placing agency. Suchrelinquishment of parental 
rights shall be a statement in writing signed by the perscn relinquishing such 
parental rights who shall subscribe his name thereto and acknowledge the same 
before a representative of the licensed child-placing agency in the presence of at 
least one witness. Said relinquishment of parental rights shall be recorded and 
filed in a properly sealed file in the Office of the Clerk of the District Court of the 
United States for the District of Columbia. The seal of said file shall not be 
broken except for good cause shown and upon the written order of a justice of 
said court. 

(b) The Commissioners or their designated agents are empowered to accept perma- 
nent care and guardianship of any child by a legally executed relinquishment of parental 
rights and when vested with such parental rights shall exercise them in the same manner 
as prescribed herein for a licensed child-placing agency. Such parental relinquish- 
ment taken by the Commissioners or their designated agents shall be subject to the same 
rights and requirements as to form, transfer, and disposition as are prescribed herein 
for a licensed child-placing agency. 

Sec. 7. The Commissioners may refuse to reissue or may revoke or suspend 
the license of any child-placing agency after full hearing on proof of violation of 
any provisions of this Act or the rules and regulations promulgated hereunder. 
Before any license shall be suspended or revoked the holder thereof shall have 
notice in writing of the charge or charges and shall, at the date and place specified 
in said netice, which shall be at least five days after the service thereof, be given 
a hearing by said Commissioners, or their designated agents, with a full oppor- 
tunity to produce testimony in his, her, or its behalf. Any licensee whose license 
has been suspended or revoked may, after the expiration of ninety days, on 
application to the said Commissioners, have the same reinstated or reissued upon 
satisfactory proof that the disqualification has ceased. 

Sec. 8. Any person, firm, corporation, association, or public agency who 
conducts a child-placing agency without a license as provided for in this Act or 
who violates any of the provisions of this Act shall, upon conviction, be fined not 
more than $300 or imprisoned for not more than ninety days, or both. Prosecu- 
tion for violations of this Act shall be upon information in the criminal division of 
the municipal court of the District of Columbia by the corporation counsel of the 
District of Columbia. 

Sec. 9. The Board of Public Welfare is authorized to make such investigations 
and inspections as are necessary to carry out the provisions of this Act 

Sec. 10. That sections 173, and 402 to 411, both inclusive, of the Code of Law 
for the District of Columbia, approved March 3, 1901, are hereby repealed. 

Sec. 11. This Act shall become effective four months after date of the approval 
of this Act, except section 3 hereof, which shall become effective on the date of 
the approval of this Act. 
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Sec. 12. Neither the Commissioners nor any child-placing agency authorized ty 
perform services in connection with placing a child in a family home for adoption may 
make any charge for such services, except that a licensed child-placing agency which js 
organized and operated exclusively for religious or charitable purposes and no part of 
the net earnings of which can inure to the benefit of any private shareholder or ind;. 
vidual, may be allowed to charge adoptive parents, within prescribed limits, for such 
services an amount not to exceed the average costs incurred; such average costs and 
prescribed limits to be determined in accordance with rules and regulations pro. 
mulgated by the committee created by section 8. Inability of adoptive applicants to 
pay for all or any part of such costs shall not be a disqualifying factor in determining 
whether applicants are suitable parents for the child. 
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“AMENDING THE ACT OF APRIL 22, 1944, WHICH REGU- 
| LATES THE PLACEMENT OF CHILDREN IN FAMILY 
HOMES IN THE DISTRICT OF COLUMBIA 


Marcn 15, 1954.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 


Mr. Mrituer of Nebraska, from the Committee on the District of 
Columbia, submitted the following 


REPORT 


[To accompany H. R, 7062) 


The Committee on the District of Columbia, to whom was referred 
the bill (H. R. 7062) to amend the act of April 22, 1944, which regu- 
lates the placement of children in family homes in the District of 
Columbia, having considered the same, report favorably thereon with 
amendments and recommend that the bill H. R. 7062 as amended do 
pass. 

The amendments are as follows: 

On page 2, line 9, strike “having an original program for placing” 
and insert in lieu thereof “licensed to place’’. 

On page 3, line 16, strike the words “nor shall’’ and insert in lieu 
thereof the words “except that such records shall be available for 
inspection by authorities authorized by law to license child-placing 
agencies’’. 

On page 3, line 16, change ‘‘such” to ‘“‘Such’’. 

On page 3, line 17, insert the words “shall not’ after the word 
“records’’. 

On page 3, line 18, insert. the words “and the Commissioners” after 
the word “agency” and before the comma. 

On page 3, line 21, immediately before the word “agency” insert 
“Commissioners or such”’, ‘ 

On page 3, line 23, immediately before the word “agency” insert 
“Commissioners or such”. F 

On page 6, line 3, insert the words “‘or receive” after the word 
“make” and insert the words “or compensation whatsoéver” after 
the word “charge”’. 


42006 
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NEED FOR LEGISLATION 


The law to regulate the placing of children in family homes (58 Stat. 
193) was passed in 1944. That law provided for a committee to be 
appointed by the Commissioners of the District of Columbia to draf; 
rules and regulations to effect the congressional intent. The law pro- 
vided for membership on this committee of representatives of the 
then existing five child-placing agencies. As of now there are eight 
such agencies and it is believed that all agencies should be represented 
on the committee. In addition it is believed the medical and leva] 
professions should be represented on the committee and the proposed 
bill effectuates this purpose. 

Other amendments proposed by the bill and deemed desirable as 
determined by 10 years of experience under the original law are dis- 
cussed in detail in the balance of this report. 


DISCUSSION 
Section 1 

Section 1 of the proposed bill amends section 3 of the existing law, 
Section 3 of the existing law established a committee appointed by the 
Commissioners of the District of Columbia to draft rules and regula- 
tions or standards governing the placing of children in family homes. 
This section was rewritten to provide more democratic representation 
of child-placing agencies in standard setting, providing for 2 represent- 
atives from each licensed child-placing agency rather than 1 from 
only 5 agencies, as is provided for under existing law, and for repre- 
sentation from the medical and legal professions, from both of which 
fields specialized knowledge concerning the welfare of children is used 
in setting up standards; retains the provision for chairman of the com- 
mittee to be a member of the Department of Public Welfare and 
retains the provision for 1 representative from the staff of the Health 
Department; increases the term of appointment of members of the 
committee from 1 to 3 years, obtaining better use thereby of the 
experience gained by these w ho se rve; provides for staggered terms in 
first appointments to provide continuity in the work of the com- 
mittee; retains the provision for annual review of the regulations, 
Section 2 

Section 2 of the proposed bill amends the third paragraph of section 
4 of existing law so as to provide that a provisional license, not to 
exceed in duration 3 successive years, can be issued by the Commis- 
sioners. It is thought advisable to ‘provide for such a provisional 
license, as was provided for temporarily in the original law, so that 
new agencies which cannot immediately meet all the standards estab- 
lished under the law can secure a provisional license and gradually 
improve their standards so as to conform to all the requirements of 
the law. 
Section 3 

Section 3 of the proposed bill eliminates from section 5 of the existing 
law the provisions relating to prohibited compensation which are, in 
turn, restated under section 6 of the proposed law. In addition, 
section 3 of the proposed law clarifies existing law as to the meaning 
of the word “confidential” in dealing with records in adoption cases. 
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Because the records of licensed child-placing agencies frequently deal 
with the family problems of children and particularly with children 
born out of wedlock, and because such children face great difficulties 
in overcoming such initial handicap, the bill provides that case records 
ot licensed agencies should be revealed (1) only when protection of 
the interests of the child require this and (2) only when the informa- 
tion in the record will contribute to research which aims to improve 
services, and then only when safeguards are taken against disclosure 
of the identity of persons contained in the record. 

The purpose of the committee amendments is to make clear that 
the provisions concerning confidentiality of records shall not bar the 
public authorities from inspecting records for the purposes of granting 
or refusing a license and to permit the records of the public agency 
to be used for research purposes. 


j 


section 4 

Section 4 of the bill inserts a new section 5A in the present law. 
The amendment will facilitate the placement of children in family 
homes in the District of Columbia by authorized or licensed child- 
placing agencies of other States and of other countries, by giving 
authority to the Commissioners to enter into agreements with the 
licensing authorities of such jurisdictions concerning placement of 
children. No exception exists in the present law to the requirement 
that agencies be licensed in order to place children in the District of 
Columbia, but since the majority of out-of-State agencies seek to 
place only a few children in foster homes in the District, licensing is a 
cumbersome procedure to accomplish this. The new provision will 
enable such placements to be made under more simplified procedures. 
It will also be possible for the Commissioners, when it is in the interests 
of the District of Columbia, to require as a condition to the agreement, 
approval of the other State to placement of children of the District 
of Columbia in foster homes located in the other State. The authority 
given the Commissioners to deal with out-of-country agencies will 
enable District child-placing agencies to cooperate with these organ- 
izations in providing services such as the study of the adoptive home 
in the District of Columbia and supervision of the child during trial 
placement, since foreign organizations, even if given approval to 
place under the agreement provision, are not able to come to the 
District to carry on these phases of the placement. 


Section 6 (a) 

This section amends section 6 of the present law. Part of present 
section 6 has been omitted in the proposed bill for the reason that it 
deals with adoption proceedings and has been provided for in H. R. 
7061. The bill also provides that the minority of a natural parent 
shall not be a bar to that parent relinquishing its parental rights to a 
licensed child-placing agency. Thus, this provision correlates the 
licensing law with existing adoption law which has a similar provision 
dealing with consents to adoption by a minor. 

The proposed bill also provides in this section that a relinquish- 
ment of parental rights can be revoked on consent of both parties to 
the contract. This would restore the initial relationship, rights, and 
responsibilities between parent and child in instances where following 
relinquishment the child has been found to be unadoptable and the 
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parent by reason of favorable changes in her resources wishes to raise 
the child. 

The proposed bill also provides in this section for transfer of parental 
rights between licensed child-placing agencies, thus facilitating place. 
ment in adoption in certain instances where a denominational agency 
in another jurisdiction holds parental rights and wishes to place the 
child in an adoption home in the District of Columbia, but wants the 
arrangements made by a child-placing agency of like denomination 
here. 

Section 5 (5) 

This section in the proposed bill makes it possible for the Depart- 
ment of Public Welfare to act as agent of the Commissioners to accept 
parental relinquishment of children from parents who request the 
Department to arrange placement of their children in adoption with- 
out the present necessity for personal appearance of the mother in 
the juvenile court in a hearing to commit the child to the permanent 
guardianship of the Department. The Department of Public Wel- 
fare may only consent to the adoption of a child after the child has 
been made a permanent ward by action of the juvenile court (Public 
Law 397, 77th Cong., An act to give additional powers to the Board 
of Public Welfare of the District of Columbia, and for other purposes, 
approved January 12, 1942). The change would encourage unmarried 
mothers to use public-agency services in obtaining adoption placement 
of their children. Under present requirements certain mothers shun 
the public agency because of the fear of disclosure of their problem 
in court appearances. 

Section 6 

Section 6 adds a new section 12 to the existing law and deals with 
prohibited types of compensation in connection with placing of 
children for adoption. The new section replaces the last paragraph 
of section 5 of the present law. The present law prohibits acceptance 
of a fee or compensation by an agency in relation to its placement of a 
child with an adoptor, but regulations of the Commissioners authorize 
agencies to accept reimbursement by adoptors for actual costs incurred 
by the agency in placement of an individual child. Two difficulties 
would be removed by the proposed change allowing reimbursement 
to be on an average cost basis: (1) Administrative difficulties in main- 
taining a continuing detailed accounting of expenditures actually 
incurred and paid by the agency for individual children for whom 
adoption placement is arranged, and (2) inequalities in costs to adop- 
tors which results from the differing expense in preparing individual 
children for adoption. The provision places with the Committee on 
Regulations a responsibility for establishing limits, within costs, which 
agencies may collect, 

It is to be specifically noted that the proposed law states that in- 
ability of adoptive parents to pay for all or any part of the costs shall 
not in itself bar them as adoptive applicants. 

The purpose of the committee amendments is to retain the same 
restrictions on compensation as are contained in the present law. 

Prior to the introduction of this legislation copies of the proposed 
bill were submitted to the following groups in the District of Columbia: 
Jewish Social Service Agency, Spence-Chapin Adoption Service, 5t. 
Ann’s Infant and Maternity Home, the Barker Foundation, United 
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Community Services, the Medical Society of the District of Columbia, 
the Bar Association of the District of Columbia, Catholic Charities 
of the District of Columbia, Family and Child Services, Methodist 
Board of Child Care, League of Women Voters, Federation of Churches, 
Medico-Chirurgical Society, Washington Bar Association, and the 
Washington Board of Trade. 

At a hearing held before the Subcommittee on Health, Education, 
and Recreation of the House District Committee on February 25, 
1954, there was no opposition whatsoever to the enactment of this 
legislation. 

CHANGES IN EXISTING LAW 


In compliance with paragraph 3 of rule XIII of the Rules of the 
House of Representatives, changes in existing law made by the bill, 
as introduced, are shown as follows (existing law proposed to be 
omitted is enclosed in black brackets, new matter is printed in italics, 
existing law in which no change is proposed is shown in roman): 


H. R. 7062 (58 Star. 193) 


That the purpose of this Act is to secure for each child under sixteen years of 
age who is placed in a family home, other than his own or that of a relative within 
the third degree, such care and guidance as will serve the child’s welfare and the 
best interests of the District of Columbia; and to seeure for him custody and care 
as near as possible to that which should have been given him by his parents. 

Sec. 2. Any person, firm, corporation, association, or public agency that re- 
ceives or accepts a child under sixteen years of age and places or offers to place 
such child for temporary or permanent care in a family home other than that of a 
relative within the third degree shall be deemed to be maintaining a child-placing 
agency. No child-placing agency shall be maintained in the District of Columbia 
without a license issued by the Commissioners of the District of Columbia: 
Provided, That notwithstanding any provisions of section 4 of this Act such a 
license shall be issued forthwith to any corporation or association chartered by 
special Act of Congress and having under its charter the purposes or powers of a 
child-placing agency as herein defined. 

Sec. 3. Within sixty days after the passage of this Act, the Commissioners 
shall appoint, after consultation with the Board of Public Welfare, a committee 
of eight persons to formulate and adopt rules and regulations, subject to the ap- 
proval of the Commissioners, prescribing standards of placement, care, and serv- 
ices to be required of child-placing agencies, pursuant to the intent and purposes 
of this Act. The committee shall be composed of a member of the Board of Public 
Welfare who shall act as chairman of said committee, a member of the staff of the 
Health Department of the District of Columbia, a member of the staff of the 
Board of Public Welfare of the District of Columbia, and one representative from 
each of five charitable organizations of the District of Columbia having an organ- 
ized program for placing children in family homes. Each member of said com- 
mittee shall serve for a term of one year and until his successor is appointed and 
qualified. The rules and regulations shall be reviewed by the committee annually 
and, subject to the approval of the Commissioners, may be amended when deemed 
necessary.] Within sixty days after the date of the enactment of section 12 of this 
Act, the Commissioners shall appoint, after consultation with the Department of 
Public Welfare, a committee to formulate and adopt rules and regulations, subject to 
the approval of the Commissioners, prescribing standards of placement, care, and 
services to be required of child-placing agencies, pursuant to the intent and purposes 
of this Act. The committee shail be composed of two representatives of the Department 
of Public Welfare of the District of Columbia, one of whom shall uct as chairman, a 
member of the staff of the Department of Health of the District of Columbia, two repre- 
sentatives from each of the charitable organizations of the District of Columbia having 
an organized program for placing children in family homes, a member of the legal 
profession, and a member of the medical profession. The terms of office of each mem- 
ber of the committee shall be three years, except that— 

(1) the terms of office of the members first taking office shall expire, as designated 
by the Commissioners at the time of appointment, approximately one-third at 
the end of one year, approximately one-third at the end of two years, and approxi- 
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mately one-third at the end of three years, after the date of the enactment of section 
12; 

(2) any member appointed to fill a vacancy occurring prior to the expiration 
of the term for which his predecessor was appointed shall be appointed for the 
remainder of such term; and 

(3) upon the expiration of his term of office a member shail continue to serv: 
until his successor is appointed and has qualified. 

The rules and regulations prescribing standards of placement, care and services to 
be required of child-placing agencies shall be reviewed by the committee annually and, 
subject to the approval of the Com missioners, may be amended when deemed necessary 

Sec. 4. An application for a license as a child-plac ing agency shall be made t 
the Commissioners on forms provided by them and in the manner pre aye | 
Before such license is issued the Board of Public Welfare shall arrange to have 
investigation made of the activities and standards of care of the agency and sha 
consult with persons having official connection with the agency. If the Board is 

satisfied as to the good character and intent of the applicant, and that the agenc) 
is adequately financed, and that its staff, procedures, and services conform to thy 
established standards of care, said Board shall recommend to the Commissioners 
that a license be issued. 

A provisional license may be issued to any agency which is temporarily unabl 
to conform to all the provisions of the established standards of care upon terms 
and conditions prescribed by the Commissioners upon recommendation of th: 
Board of Public Welfare. 

All licenses shall be issued for one year from the date thereof and may be 
renewed annually on the application of the agenc y, except that provisional licenses 
may be issued for not more than three successive years [from the date of the pas- 
sage of this Act]. 

Sec. 5. No person other than the parent, guardian, or relative within the third 
degree, and no firm, corporation, association, or agency, other than a licensed 
child-placing agency, may place or arrange or assist in placing or arranging for th: 
placement of a child under sixteen years of age in a family home or for adoption. 
In accordance with the rules and regulations promulgated hereunder, any licensed 
child-placing agency may accept children for placement in family homes and shal! 
have and maintain care, custody, and control of any such child until returned to 
the person from whom received or until responsibility for the child is transferred 
to another child-welfare agency or terminated by the order of a court of competent 
jurisdiction. 

Every such agency shall keep and maintain careful supervision of all children 
under its care, including those placed in family homes, and its officers or agents 
shall visit all such homes and families as often as may be necessary to promote 
the welfare of such child: Provided, That legally adopted children shall not be 
subject to such supervision and visitation, or other supervision or visitation. 
Every such agency shall keep such records as shall be required by the rules and 
regulations promulgated hereunder and all records regarding children and all 
facts learned about children and their parents or relatives shall be deemed confi- 
dential. 

[Such agency shall in no case charge or receive from the person or persons 
legally adopting any child any compensation whatsoever therefor; and in no case 
shall any person taking a child with the intention of adoption demand or receive 
from such agency any compensation whatsoever for the care of such child even 
though it shall be returned to the agency.] 

Records which are deemed confidential shall not be available for inspection by nor 
disclosed to any person, firm, corporation, association, or public agency, nor shall 
such records be subject to judicial subpena in collateral proceedings, except that the 
licensed child-placing agency, in cccordance with rules and regulations promulgated 
hereunder, may make such records, o r any information contained in such records, 
avatlable (1) when the agency muaaiiens that any information contained in such 
records shall promote or protect the interest and welfare of any child the agency has 
served, and (2) for the purpose of research if adequate safeguards are taken against 
the disclosure or publication in any manner of the identity of any person contained 
in such records. 

Sree. 5A. Notwithstanding the provisions of this Act, the Commissioners ar 
authorized to enter into agreements with any person, firm, corporation, association, 
or public agency licensed or authorized by a State or country for the care and place- 
ment of minors, permitting such person, firm, corporation, association, or public 


agency to place nonresident children in foster or adopting homes in the District of 


Columbia. The Commissioners shall act pursuant to regulations promulgated 
provided in section 3 of this Act. 
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See. 6. (a)' Whenever a licensed child-placing agency shall have been given the 
per! salen care and guardianship of any child and the rights of the parent or 
parents of such child shall have been terminated by order of a court of competent 
jurisdiction or by a legally executed relinquishment of parental rights, the agency 
; vested with parental rights and may censent to the adoption of the child pur- 
suant to the statu‘es regulating adoption procedure. [In any such adoption 
proceeding filed in the District of Columbia, which is consented to by a child- 
placing agency licensed pursuant to this Act, the provisions of section 1 of the 
\ct entitled ‘“‘An Act to regulate proceedings in adoption in the District of Colum- 
bia’, approved August 25, 1937, as amended (50 Stat. 806) requiring the petition 

state the name, age, race, occupation, and address of the natural parents, and 
requiring the Board of Public Welfare to verify the allegations of the petition, 
make investigation, and report its findings and recommendations to the Court, 
shall not apply.] > Minority of a natural parent shall not be a bar to such parent’s 
elinguishment to a licensed agency. Any r: linquishment of parental rights other 
than by court order as provided above, may be revoked upor the written consent of all 
the parties to said relinquishment and any such relinquishment may be transferred 
from one licensed child-placing agency to another licensed chi!d-placing agency, in 
vhich case the second agency shal! assume all the rights and duties of the first agency. 
For the purposes of this section, “licensed child-plecing agency’’ shall mean any 
child-placing agency licensed pursuant to this Act or any child-placing agency licensed 
or authorized by another State or country for the care and placement of minors. Such 
transfer or relinquishment shall be filed in the Office of the Clerk of the United States 
District Court for the District of Columbia, as hereinafter provided in this section. 
Except in proceedings for adoption no parent may voluntarily assign or otherwise 
transfer to another his rights and duties with respect to the permanent care and 
control of a child under sixteen vears of age unless such relinquishment of parental 
rights is made to a licensed child-placing agency. Such relinquishment of parental 
nghts shall be a statement in writing signed by the persen relinquishing such 
parental rights who shall subscribe his name thereto and acknowledge the same 
before a representative of the licensed child-placing agency in the presence of at 
least one witness. Said relinquishment of parental rights shall be recorded and 
filed in a propertly sealed file in the Office of the Clerk of the District Court of the 
United States for the District of Columbia. The seal of said file shall not be 
broken except for good cause shown and upon the written order of a justice of 
said court. 

(b) The Commissioners or their designated agents are empowered to accept perma- 
nent care and guardianship of any child by a legally executed relinquishment of parental 
rights and when vested with such parental rights shall exercise them in the same manner 
as prescribed herein for a licensed child-placing agency. Such parental relinquish- 
ment taken by the Commissioners or their designated agents shall be subject to the same 
rights and requirements as to form, transfer, and disposition as are prescribed herein 


for a licensed child-placing agency. 


Sec. 7. The Commissioners may refuse to reissue or may revoke or suspend 
the license of any child-placing agency after full hearing on proof of violation of 
any provisions of this Act or the rules and regulations promulgated hereunder. 
Before any license shall be suspended or revoked the holder thereof shall have 
notice in writing of the charge or charges and shall, at the date and place specified 
in said notice, which shall be at least five days after the service thereof, be given 
a hearing by said Commissioners, or their designated agents, with a full oppor- 
tunity to produce testimony in his, her, or its behalf. Any licensee whose license 
has been suspended or revoked may, after the expiration of ninety days, on 
application to the said Commissioners, have the same reinstated or reissued upon 
satisfactory proof that the disqualification has ceased. 

Sec. 8. Any person, firm, corporation, association, or public agency who 
conducts a child-placing agency without a license as provided for in this Act or 
who violates any of the provisions of this Act shall, upon conviction, be fined not 
more than $300 or imprisoned for not more than ninety days, or both. Prosecu- 
tion for violations of this Act shall be upon information in the criminal division of 
the municipal court of the District of Columbia by the corporation counsel of the 
District of Columbia. 

Sec. 9. The Board of Public Welfare is authorized to make such investigations 
and inspections as are necessary to carry out the provisions of this Act. 

Sec. 10. That sections 173, and 402 to 411, both inclusive, of the Code of Law 
for the District of Columbia, approved March 3, 1901, are hereby repealed. 

Sec, 11. This Act shall become effective four months after date of the approval 
of this Act, except section 3 hereof, which shall become effective on the date of 
the approval of this Act. 
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Sec. 12. Neither the Commissioners nor any child-placing agency authorized to 
perform services in connection with placing a child in a family home for adoption may 
make any charge for such services, except that a licensed child-placing agency which is 
organized and operated exclusively for religious or charitable purposes and no part of 
the net earnings of which can inure to the benefit of any private shareholder or indi- 
vidual, may be allowed to charge adoptive parents, within prescribed limits, for sucl 
services an amount not to exceed the average costs incurred; such average ‘costs and 
prescribed limits to be determined in accordance with rules and regulations pro- 
mulgated by the committee created by section 3. Inability of adoptive applicants to 
pay for all or any part of such costs shall not be a disqualifying factor in determining 
whether applicants are suitable parents for the child. 
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ANDREW D. SUMNER 


Marcu 16, 1954.—Committed to the Committee of the Whole House and ordered 
to be printed 


Mr. Jones of Illinois, from the Committee on the Judiciary, submitted 
the following 


REPORT 


[To accompany 8S. 1208] 


The Committee on the Judiciary, to whom was referred the bill 
(S. 1208) for the relief of Andrew D. Sumner, having considered the 
same, report favorably thereon without amendment and recommend 
that the bill do pass. 

PURPOSE 


The purpose of the proposed legislation, as amended, is to relieve 
Andrew D. Sumner, of Brandy, Va., of all liability to refund to the 
United States any part of the moneys erroneously paid by the United 
States to his former wife, Mrs. Ila Frances Sumner, as class E allot- 
ments for the period from July 1, 1942, to January 31, 1944, inclusive, 
The Secretary of the Treasury is authorized to appropriate the sum 
of $196.09 to Andrew D. Sumner, such sum representing the amount 
refunded by him to the United States on account of the erroneous 
payments of class E allotments to his wife. 


STATEMENT 


The records of the Department of the Army disclose that claimant 
herein was born in Danby, Vt., on July 9, 1915. Upon his gradua- 
tion from Cornell University on June 3, 1938, and the completion of 
the Reserve officers’ training at said institution, he was commissioned 
a second lieutenant, Field Artillery, Officers’ Reserve Corps, Army of 
the United States, and was assigned Army service No. O-364738. 
On September 6, 1940, Lieutenant Sumner married Ila Frances Ingalls 
at Salem, N. H. On September 5, 1941, Lieutenant Sumner was 
ordered to active duty at Camp Edwards, Mass. 
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On January 15, 1942, while stationed at Camp Edwards, Lieutenant 
Sumner authorized a class E allotment in the amount of $125 per 
month in favor of his then wife, to commence on February 1, 1942 
On April 2, 1942, while overseas, he executed a “substitute” authori- 
zation for a class E allotment in favor of Mrs. Sumner in the amount 
of $143 per month, to commence on April 1, 1942. In accordance 
with the Army regulations then in effect, this substitute authoriza- 
tion of Lieutenant Sumner had the effect of terminating his prior 
class E allotment of $125 per month in favor of his wife, effective 
March 31, 1942. Later, Lieutenant Sumner authorized another 
“substitute’”’ authorization for a class E allotment in favor of Mrs 
Sumner in the amount of $200 per month, to commence July 1, 1942 
This substitute authorization should have caused a termination of 
the preceding allotment of $143 per month in favor of Mrs. Sumner 
Due to the fact that two numerals in Lieutenant Sumner’s servic 
number were transposed on the last-mentioned “substitute”? authori- 
zation (i. e., O-364738 having been typed on the authorization form 
as “O-364378’’), the payment of the $143 per month allotment was 
not terminated and Mrs. Sumner continued to receive that amount 
each month in addition to the new allotment of $200 per month 
Subsequently the commanding general, Army Finance Center, St 
Louis, Mo., determined that this error in the typing of the service 
number of Lieutenant Sumner was not caused by any fault on his 
part. The error appears to have resulted solely through a mistake 
on the part of the typist who typed such substitute authorization in 
the office of the personnel officer of Lieutenant Sumner’s organiza- 
tion. Subsequent to June 30, 1942, no deductions were made from 
Lieutenant Sumner’s pay on account of the aforesaid allotment of 
$143 per month. 

On March 30, 1943, while still overseas, claimant executed a noti- 
fication of discontinuance of the $200 per month allotment to Mrs 
Sumner, in which he directed that said allotment be discontinued 
effective March 31, 1943. Claimant’s service number was correctly 
typed in the last-mentioned notification. The $200 per month allot- 
ment, however, was not terminated as directed in said notification 
and Mrs. Sumner continued to receive both the $200 and the $143 
allotments. 

The records of the Department of the Army show that no deduc- 
tions were made from claimant’s pay subsequent to-March 31, 1943, 
on account of the $200 per month allotment in favor of his wife. That 
allotment continued to be paid to Mrs. Sumner up to and ineluding 
the month of November 1943. The $143 per month allotment con- 
tinued to be paid to Mrs. Sumner through the month of January 1944 

On November 24, 1943, Mrs. Sumner filed a suit against claimant 
in the district court for the county of Ormsby, State of Nevada, in 
which she prayed for a divorce on the ground of mental cruelty. In 
her complaint she did not ask for alimony or maintenance for her 
support. Thereafter, claimant filed an answer, in which he waived 
notice of the setting of the case for trial and consented to the case being 
tried at any time without notice to him. On March 3, 1944, the court 
granted a divorce to Mrs. Sumner. 

The committee is advised that checks in the aggregate amount of 
$4,117 were issued by the Army in favor of Mrs. Ila Frances Sumner, 
without corresponding deductions being made from the pay of claim- 
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ant. Four checks, in the total amount of $629, were returned to the 
Office of Dependency Benefits by claimant and at that time claimant 
pointed out that the Army was in error in continuing to mail the 
checks to his wife. The remaining checks, in the total amount of 
$3,488, were cashed by Mrs. Sumner. Several demands were made 
by the War Department upon Mrs. Sumner for the repayment to the 
United States of the sum of $3,488, to which demands no response 
has been received. 

The Assistant Comptroller of the United States, in a decision 
rendered on March 4, 1947 (B-617739), in the cases of Master Sergeant 
Ebaugh and Staff Sergeant Hill, laid down the general principle that 
a soldier may be relieved administratively of liability for the amount 
erroneously paid to his wife under a class E allotment, after such 
allotment has been discontinued by him, if he establishes affirmatively 
that he received no benefit from such erroneous payment. Acting 
under the principle laid down in that decision, the commanding 
general, Army Finance Center, St. Louis, Mo., determined that $200 
per month (the amount which claimant had voluntarily authorized as 
an allotment for his wife, effective July 1, 1942) was the amount 
reasonably required for her support from and after July 1, 1942, 

While claimant had filed a notice of discontinuance of the $200 pet 
month allotment to his wife, effective March 31, 1943, the Army 
continued paying said allotment to the wife through November 1943. 
The commanding general, Army Finance Center, St. Louis, held that 
claimant received a benefit from the overpayment of allotments to 
Mrs. Sumner for the period from April 1, 1943, through October 31, 
1943, at the rate of $200 per month, aggregating $1,400, which he found 
to be a proper charge against claimant. Claimant was relieved of all 
liability to refund to the United States the balance of the overpayments 
of allotments made to Mrs. Sumner, in the total amount of $2,088, 
inasmuch as it was found that he had received no benefit from such 
overpayments. Thereafter, claimant submitted evidence that he 
had contributed $200 in cash to his wife during the period from April 1, 
1943, to October 1, 1943. The commanding general, Army Finance 
Center, St. Louis, thereupon relieved claimant of all lability to refund 
to the Government the additional sum of $200, thereby reducing to 
$1,200 the amount of the indebtedness found to be due by him to the 
United States. Deductions were made from claimant’s Reserve pay 
in the amount of $196.08, which fund reduced his indebtedness to the 
Government to the sum of $1,003.91. 

The Department of the Army, in a report submitted to this com- 
mittee urging favorable consideration of this bill, states, in part, as 
follows: 

The action of Mrs. Sumner in writing to Captain Sumner prior to his dis- 
continuance of his allotment to her, effective March 31, 1943, advising him that 
she wanted no more money from him and desired nothing more to do with him, 
coupled with her subsequent action in instituting a divorce proceeding against 
him, indicates that she had constructively deserted him prior to March 30, 1943, 
when he filed the notice of discontinuance of his allotment to her. In the light 
of this fact, as well as all the other facts and circumstances in this case, ineluding 
the fact that the erroneous payments of allotments to Mrs. Sumner after such 
allotments had been terminated by Captain Sumner, resulted solely from negli- 
gence on the part of the Army authorities, the Department of the Army is of the 
view (1) that in equity and justice this claimant should be relieved of all liability 
to refund to the United States the balance of the indebtedness claimed to be due 
by him to the Government in the sum of $1,003.91, and (2) that there should be 
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refunded to him the sum of $196.09, which was collected from him in par 
liquidation of the amount claimed to be due by him to the Government. 


The committee is in agreement with the Department of the Army 
that this legislation, as amended, should be favorably considered 


In view of the fact that the erroneous payments of allotments resulted 
solely from the negligence on the part of Army authorities, the com- 
mittee believes that this bill, S. 1208, should be favorably considered. 

Attached hereto and made a part of this report is the report sub- 
mitted by the Department of the Army on the instant bill. 


DEPARTMENT OF THE ARMY, 
Washington, D. C., July 21, 1953 
Hon. Witu1AmM LANGER, 
Chairman, Committee on the Judiciary, United States Senate. 


Drar SENATOR LANGER: There was referred to the Department of the Army, 
for consideration and direct reply to you, the request made by you upon the 
Attorney General for the submission to your committee of a report on the merits 
of S$. 1208, 83d Congress, a bill for the relief of Andrew D. Sumner. 

This bill provides as follows: 

“That Andrew D. Sumner, of Brandy, Virginia, Army serial number O-364738 
is hereby relieved of all liability to the United States for repayment of the whole 
or any part of the sum of $1,200, representing class FE allotment payments erro- 
neously paid his wife, I. Frances Sumner, during the period from April 1 through 
October 31, 1943, after the authorization for such payments had been revoked 
by him, and deductions from his service pay for such purposes discontinued.” 

The records of the Department of the Army show that Andrew D. Sumner 
was born in Danby, Vt., on July 9, 1915. Upon his graduation from Cornell 
University on June 3, 1938, and the completion of the Reserve officers’ training 
at said institution, he was commissioned a second lieutenant, Field Artillery, 
Officers’ Reserve Corps, Army of the United States, and there was assigned to 
him Army service No. O-—364738. It appears that he was married to Ila Frances 
Ingalls at Salem, N. H., on September 6, 1940. Lieutenant Sumner was ordered 
to extended active duty in the Army of the United States effective September 5, 
1941, and he entered upon active duty at Camp Edwards, Mass., on that dat 
He was promoted to first lieutenant on August 3, 1942, and to captain on March 
4, 1943. He served with the United States Army Forces in the Pacifie from 
January 1942 until November 1943. He was awarded the Bronze Star Medal, 
American Defense Medal, Asiatic Pacific Service Medal, and the Distinguished 
Unit Badge. He was relieved from active duty in the Army on October 18, 
1945, at which time he reverted to an inactive status 

On January 15, 1942, while stationed at Camp Edwards, Lieutenant Sumner 
authorized a class E allotment in the amount of $125 per month in favor of his 
then wife, Mrs. I. Frances Sumner, to commence on February 1, 1942. He was 
thereafter transferred to Noumea, New Caledonia, and on April 2, 1942, while 
in New Caledonia, he executed a substitute authorization for a class E allot- 
ment in favor of Mrs. Sumner in the amount of $143 per month to commer 
on April 1, 1942. In accordance with the Army regulations then in effect, this 
substitute authorization of Lieutenant Sumner had the effect of terminating his 
prior class E allotment of $125 per month in favor of his wife, effective March 
31, 1942. While still in New Caledonia, Lieutenant Sumner authorized another 
substitute anthorization for a class E allotment in favor of Mrs. Sumner in the 
amount of $200 per month, to commence on July 1, 1942. This substitute 
authorization should have caused a termination of the preceding allotment of 
$143 per month in favor of Mrs. Sumner. Due to the fact that two numerals 
in Lieutenant Sumner’s service number were transposed on the last-mentioned 
substitute authorization (i. e., O-364738 being inadvertently typed on the au- 
thorization form as ‘‘O—364378’’), the payment of the $143 per month allotment 
was not terminated, and Mrs. Sumner continued to receive that amount each 
month in addition to the new allotment of $200 per month. It has been deter- 
mined by the commanding general, Army Finance Center, St. Louis, Mo., that 
this error in the typing of the service number of Lieutenant Sumner was not 
caused by any fault on his part. This error appears to have resulted solely 
through a mistake on the part of the typist who typed such substitute authoriza- 
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in the office of the personnel officer of Lieutenant Sumner’s organization. 
ibsequent to June 30, 1942, no deductions were made from Lieutenant Sumner’s 
pay on account of the afores said allotment of $143 per month. 

On March 30, 1943, while still overseas, Captain Sumner executed a notification 
of discontinuance of the $200 per month allotment to Mrs. Sumner, in which he 
directed that said allotment be discontinued effective March 31, 1943. Captain 
Ss see service number was correctly typed in the last-mentioned notification. 
The $200 per month allotment, however, was not terminated as directed in said 
notification and Mrs. Sumner continued to receive both the $200 and $143 allot- 
ments. 

Che records of the Department of the Army show that no deductions were 
made from Captain Sumner’s pay subsequent to March 31, 1943, on account of 
the $200 per month allotment in favor of his wife. That allotment continued 
to be paid to Mrs. Sumner up to and including the month of November 1943. 
The $143 per month allotment continued to be paid to Mrs. Sumner through 
the month of January 1944. 

On November 24, 1943, Mrs. Sumner filed a suit against Captain Sumner in 
the district court for the county of Ormsby, State of Nevada, in which she prayed 
for a divorce on the ground of mental cruelty. In her complaint she did not ask 
for alimony or maintenance for her support. Thereafter Captain Sumner filed 
an answer in said proceeding in which he waived notice of the setting of the case 
for trial and consented to the case being tried at any time without notice to him. 
On March 3, 1944, the court entered a decree in the case in which it ordered, 
adjudged and decreed that the bonds of matrimony theretofore existing between 
the parties ‘‘be, and they are, wholly dissolved and each is restored to the status 
of a single person,”’ 

In a letter to the Army Finance Center, St. Louis, Mo., dated February 7, 
1951, Captain Sumner stated as follows: 

“Regarding conclusive evidence of the means of support that I furnished my 
former wife: I discontinued the $143 allotment and made out one for $200 so my 
former wife would have more money on hand. She wrote that she wanted no 
more of my money or nothing more to do with me. Because of her request I 
canceled the $200 allotment and made out one for $50 per month to Charles L. 
Ingalls, of Bolton, Mass., her father. This $50 allotment started August 1, 1943 
and was discontinued April 30, 1944, after the divorce decree was final. This 
money was to be used to help my former wife in any way she needed. 

“Other conclusive evidence is that she wrote me that she was working steadily 

[ later found out it was at one of the tables in a gambling casino in Reno). She 
wrote that if I gave her authority to proceed with the divorce I was to have all 
joint property, mainly one 1941 black Chevrolet 5-passenger coupe which we 
bought, new, prior to my being called to active duty. 

“T was given 30 days’ leave from overseas station to come home and see if I 
could find out why my former wife wanted a divorce and see if I could salvage our 
marriage. Upon arriving in Reno I was given to understand that a divorce was 
the only thing she wanted from me. After the months of mental anguish I’d 
spent at my overseas station I signed the necessary papers. 

‘I proceeded to my home in Danby, Vt. While there I received orders reliev- 








ing me of overseas duty and assigning me to Fort Devens. The Finance Depart- 
ment never would pay me for transportation from California to Devens. During 

y leave I visited my in-laws at Bolton Mass., and much to my surprise happened 
to notice checks totaling $343. My mother-in-law said they had come monthly for 


some time and that she had forwarded them to her daughter. Inasmuch as I had 
canceled the two allotments ($143 and $200) I immediately gathered up the 
checks and made a personal trip to the ODB (Office of Dependency Benefits) in 
Newark, N. J., explaining the circumstances, turned in the checks, and requested 
that no more be issued. However, several more were issued and I turned them 
in to the ODB by mail. 

“During my leave my former wife telegraphed she had decided to return to me, 
would I please send $300 to cover a few bills she had in Reno and fot her ticket 
east. I sent her the money December 23, 1943. I sent her $70 more January 3, 
1944. Instead of coming east she went to work in Oakland, Calif. 

“T was transferred to Fort Sill, Okla., late in January 1944. She requested 
more money for ticket to Fort Sill. I finally sent her $40 on February 14, 1944. 
She came and I agreed to a reconciliation and to help pay off the $3,488 if she would 
settle down and behave herself. She promised. The second morning she took 
the car to find us an apartment. I was to meet her at a certain PX at 6 p. m. 
Not having come at 7 p. m. I went to our room at the officers’ club and found a 
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note saying she’d met a girl from Connecticut and they had gone east for 10 days 


She took my car and typewriter. I canvassed several State motor vehicle 
partments. Ina couple of months my car was found to have been sold to a ma s 
in Oklahoma City. I secured its return through a replevin action, case N\ aS 
109,239 in the district court in and for Oklahoma County, Okla. D 
“In addition to the above amounts I sent her $50 May 1, 1943, $100 July 7 
19438, and $50 August 4, 1943. “ 
“Totaling all of the above-mentioned amounts comes to $1,060, which I pr 
vided for my former wife between March 30, 1943, and February 14, 1944, in ie ; 
of a class E allotment. I can prove that the above amounts were sent to her 
do not have proof of additional sums which I sent. 1 
“T drew the regular subsistence and quarters allowance provided for married ; 
men supporting their wives until the divorce was decreed. ea 
“T herewith am substantiating the fact that I am not in error, that the Fina ' 
Department is in error because it continued to pay discontinued allotments, and : 
I request that you establish that fact on your records so that this matter may be 7 
come a closed issue.” ; + 
Checks in the aggregate amount of $4,117 were issued by the Army in favor of : 
Mrs. Ila Frances Sumner, without corresponding deductions being made fr 
the pay of Captain Sumner. Four checks, in the total amount of $629, wer of 


returned to the Office of Dependency Benefits by Captain Sumner. The rema 
ing checks, in the total amount of $3,488, were cashed by Mrs. Sumner. Severa 
demands were made by the War Department upon Mrs. Sumner for the repay 
ment to the United States of the sum of $3,488, to which demands no resp 
has been received. 

The Assistant Comptroller of the United States in a decision rendered on Mar 
4, 1947 (B-617739), in the cases of Master Sergeant Ebaugh and Staff Sergea 
Hill, laid down the general principle that a soldier may be relieved administrativ« 
of liability for the amount erroneously paid to his wife under a class E allotment 
after such allotment has been discontinued by him, if he establishes affirmativ: 
that he received no benefit from such erroneous payment. Acting under th 
principle laid down in that decision, the commanding general, Army Fina 
Center, St. Louis, Mo., determined that $200 per month (the amount which Ca; 
tain Sumner had voluntarily authorized as an allotment for his wife, effecti 
July 1, 1942), was the amount reasonably required for her support from and after 
July 1, 1942. 

As hereinbefore shown, Captain Sumner filed a notice of discontinuance of t 
$200 per month allotment to his wife, effective March 31, 1943, but said allo 
ment continued to be paid to her through November 1943. The commandi! 
general, Army Finance Center, St. Louis, held that Captain Sumner receive 
benefit from the overpayment of allotments to Mrs. Sumner for the period 
April 1, 1943,through October 31, 19438, at the rate of $200 per month, aggreg 
ing $1,400, which he found to be a proper charge against Captain Sumner. ‘1 
officer was relieved of all liability to refund to the United States the balance: 
the overpayments of allotments made to Mrs. Sumner, in the total amount 
$2,088, inasmuch as it was found that he had received no benefit from such 0 
payments. Thereafter Captain Sumner submitted evidence that he had c¢ 
tributed $200 in cash to his wife during the period from April 1, 1943, to Octob 
31, 1943. The commanding general, Army Finance Center, St. Louis, thereup 
relieved Captain Sumner of all liability to refund to the Government the add 
tional sum of $200, thereby reducing to $1,200 the amount of the indebtedness 
found to be due by him to the United States. Deductions were made fro 
Captain Sumner’s Reserve pay in the amount of $196.09, which further reduc 
his indebtedness to the Government to the sum of $1,003.91. 

The action of Mrs. Sumner in writing to Captain Sumner prior to his 
continuance of his allotment to her, effective March 31, 1943, advising him tha 
she wanted no more money from him and desired nothing more to do with hi 
coupled with her subsequent action in instituting a divorce proceeding agains! 
him, indicates that she had constructively deserted him prior to March 30, 1|‘4 
when he filed the notice of discontinuance of his allotment to her. In the lis 
of this fact, as well as all the other facts and circumstances in this case, ineludil 
the fact that the erroneous payments of allotments to Mrs. Sumner after suc 
allotments had been terminated by Captain Sumner, resulted solely from neg 
gence on the part of the Army authorities, the Department of the Army is of th 
view (1) that in equity and justice this claimant should be relieved of all liability 
to refund to the United States the balance of the indebtedness claimed to be du 
by him to the Government in the sum of $1,003.91, and (2) that there should b: 
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4 ma refunded to him the sum of $196.09, which was collected from him in partial 
iquidation of the amount claimed to be due by him to the Government The 


Department of the Army, accordingly, recommends that the text of S. 1208 be 


7 umended to read as follows: 
“Be it enacted by the Senate and House of Representatives of the United States of 
I pr {merica in Congress assembled, That Andrew D. Sumner, of Brandy, Virginia 
! Army service number O-364738), be, and he is hereby, relieved of all liability 


ae to refund to the United States any part of the moneys erroneously paid by the 


lnited States to his former wife, Mrs. Ila Frances Sumner, as Class FE allotments, 


arried for the period from July 1, 1942, to January 31, 1944, inclusive 
“Src. 2. That the Secretary of the Treasury be, and he is hereby authorized 
nar and directed to pay, out of any money in the Treasury not otherwise appropriated, 
al to the said Andrew D. Sumner the sum of $196.09, which represents a like amount 
ry De refunded bv him to the United States on account of the erroneous payments of 


Class E allotments to the said Mrs. Ila Frances Sumner for the period from July 
1. 1942, to January 31, 1944, inclusive.” 

re The Bureau of the Budget advises that there is no objection to the submission 
j of this report. 

ma Sincerely yours, 

evera toBERT T. STEVENS, 

¢ Ser retary of the Ar my 
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s3p Coneress (| HOUSE OF REPRESENTATIVES § REPORT 
Id Nession \ { No. 1350 


FRANZ GERICH AND WILLY GERICH, HIS MINOR SON 


Marcu 16, 1954 — Committed to the Committee of the Whole House and ordered 
to be printed 


\ir. Jonas of Illinois, from the Committee on the Judiciary, submitted 
the following 


REPORT 


[To accompany 8S. 1231] 


The Committee on the Judiciary, to whom was referred the bill 
S. 1231) for the relief of Franz Gerich and Willy Gerich, his minor 
son, having considered the same, report favorably thereon without 
amendment and recommend that the bill do pass. 


PURPOSE 


The purpose of the proposed legislation, as amended, is to pay the 
sum of $102.38 to Franz Gerich in full settlement of all claims against 
the United States for hospital and medical expenses incurred by him 
for injuries to his son; and to Willy Gerich, his minor son, the sum of 
$5,000 in full settlement of his claims against the United States for 
personal injuries, pain and suffering sustained by him as the result of 
an accident which occurred on May 25, 1945, in the vicinity of Lauder- 
bach, Czechoslovakia, when a United States Army tank collided with 
a vehicle in which Willy Gerich was riding. 


STATEMENT 


On May 25, 1945, Franz Gerich, his wife and his small son, Willy, 
were returning from Germany to Vienna, Austria, and were passing 
through Czechoslovakia. Mr. Gerich was a native of Austria at the 
time that country was annexed by Germany in 1938, and was com- 
pelled to serve in the German Army until his release from military 
service some time prior to May 25, 1945. On that date he and his 
family were proceeding along a narrow road between Falkenau and 
Lauderbach, Czechoslovakia, along with a large horse-drawn wagon 
to the rear of which was tied a small cart in which Willy Gerich was 
riding. As they approached a narrow point in the road, a United 

42007 
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States Army tank proceeding along the road in the opposite direction 
on an official mission, but not engaged in a combat activity, camo 
abreast of them. The driver of the tank, a member of the United 
States Army, saw the horse-drawn wagon and drove partially upon 
the shoulder of the road, in order to avoid hitting the wagon, by 
after striking some rocks on the shoulder of the road the tank swerved 
back to the center of the road, striking the cart in which Willy Gerich 
was riding. The driver of the tank apparently did not see the cart 
prior to the accident nor realized that it had been struck, for he did 
not stop immediately. As a result of the collision between the tank 
and the small cart, Willy Gerich was either thrown or dragged for 
distance of about 60 feet and was severely injured. He was taken to 
a hospital soon thereafter, where he received medical care for his 
injuries. His injuries consisted of a fracture of the left femur, in- 
juries to the left arm which required amputation of the lower third 
of the left forearm, internal injuries, and cuts and bruises. 

Willy Gerich, who was 4 years old at the time of the accident, was 
subsequently examined on March 10, 1949, by the Chief of Medicine, 

124th Station Hospital, United States Army, who found no impair- 
ment of the left lower extremity and no permanent disability as a 
result of the fractured femur. He further observed that the left arm 
had a 4-inch stump, which was well-healed and well adapted to 
prosthesis. The Chief of Medicine stated that it was his opinion 
that permanent disability will not exceed 50 percent as the maximum 

On August 25, 1945, the parents of Willy Gerich filed a claim with 
Army authorities for the injuries to Willy Gerich. His claim was 
thereafter referred to the Austrian Government for consideration 
under an agreement whereby the Austrian Government assumed the 
responsibility of settling claims of Austrian nationals against the 
United States. The Austrian Government subsequently denied its 
liability for the payment of the claim of the Gerichs, inasmuch as the 
accident occurred in Czechoslovakia rather than in Austria. There- 
after, on April 25, 1949, Mr. Gerich again submitted his claim to the 
Army authorities. The claim, however, could not be considered by 
the Department under the provisions of the Foreign Claims Act (3! 
U.S. C. 224d) for the reason that the claimant was not an inhabitant 
of the foreign country where the claim arose. Consequently, the 
only statute under which the claimant might receive a measure of 
compensation is that which provides that the Secretary of the Army, 
or such of his subordinates as he may direct, may settle and pay claims 
in an amount not to exceed $1,000, when such claim is substantiated 
in such manner as the Secretary of the Army may by regulation pre- 
scribe in cases of personal injury or death caused by military personnel 
or civilian employees of the Army acting within the scope of their 
employment or otherwise incident to noncombat activities of th 
Army. Under this particular provision of law recovery is limited to 
reasonable medical, hospital, and burial expenses incurred. ‘The 
Department of the Army could therefore have paid Mr. Gerich a 
total amount of $202.38 which represents the sum expended by him 
for hospital and medical expenses, 

The Department of the Army in its report to the committee on this 
legislation concludes that there is no method by which the claimants 
may be compensated for the personal injuries sustained by Willy 
Gerich, as well as the hospital and medical expenses incurred by Mr. 
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Gerich except through the enactment of a private relief bill such as 
now proposed. The Department indicates its belief that the award 
to Mr. Gerich should be reduced to the sum of $202.38, and that if 
t is so reduced the Department would favor an award of that sum to 
Mr. Gerich. The Department also states that it views the award of 
$5,000 to Willy Gerich as a fair and reasonable award in view of the 
nature and seriousness of the injuries sustained by the child solely 
as a result of the negligence of the driver of the tank in failing to keep 
the tank under control in attempting to pass the vehicles of the Gerich 
family on a narrow road, 

The Committee on the Judiciary has on occasions in previous Con- 
oresses reported favorably on bills to pay persons injured as a result 
ff the activities of members of the Armed Forces of the United States 
who would have been paid under the Foreign Claims Act, but for the 
fact that the injury occurred in a foreign country of which the claim- 
ant was not an inhabitant. S. 1442 of the 82d Congress, a private 
bill for the relief of Marie Louise Dewulf Maquet, is an example 
in point. 

in view of the prior action of the committee in approving similar 
claims, and for the several reasons outlined in the report of the 
Department of the Army, the committee recommends favorable 
consideration of this legislation. 

Attached to this report and made a part thereof is the report of 
the Department of the Army addressed to Hon. William Langer, 
chairman of the Committee on the Judiciary, United States Senate. 


DEPARTMENT OF THE ARMY, 
Washington, D. C., November 25, 1953 
Hon. Witi1AM LANGER, 
Chairman, Committee 01 the Judiciary, 
United States Senate. 

Dear SENATOR LANGER: There was referred to the Department of the Army, 
for consideration and direct reply to you, the request made by you upon the 
Attorney General for the submission to your committee of a report on the merits 
f 8. 1231, 83d Congress, a bill for the relief of Franz Gerich and Willy Gerich, 
his minor son 

This bill provides as follows: 

“That the Secretary of the Treasury is authorized and directed to pay, out of 
any money in the Treasury not otherwise appropriated, to Franz Gerich, the 
sum of $250, in full settlement of all claims against the United States for hospital 


and medical expenses incurred by him; and to Willy Gerich, his minor son, the 


sum of $5,000, in full settlement of all claims against the United States for per- 
sonal injuries, pain and suffering sustained by him as the result of an accident 
which occurred on May 25, 1945, in the vicinity of Lauderbach, Czechoslovakia, 
when a United States Army tank collided with a vehicle in which Willy Gerich 
was riding.” 

Che records of the Department of the Army show that Franz Gerich was born 
in Vienna, Austria, on August 15, 1919; that on September 15, 1932, he was 
registered in Vienna as an Austrian national; that he lived in Vienna from the 
time of his birth until June 1938, when he was sent to Germany under a labor 
exchange agreement; that he attempted to avoid the labor exchange agreement 
by various pretexts; and finally was allowed to return to Vienna in February 
1940; that he was inducted into the military service of Germany on March 8, 
1940; that during his military service, he was stationed in East Prussia; and 
that while in East Prussia, he was married to Ruth Emma Krueger on December 
31, 1941. A birth certificate which was issued on July 2, 1942, and which was 
submitted by Mr. Gerich, shows that Willy Gerich (who is also known as Willie 
Gerich) was born in Koenigsberg, Prussia, on December 21, 1941, being the son 
of Franz Gerich and Ruth Emma Gerich. It appears that Mr. Gerich was never 
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a member of any Nazi political organization; he states that he was inducté 
the German military service, that he attempted to avoid combat duty w! 
the military service, that he was passively resistant to military orders, and 
he listened to Allied radio broadcasts and spread the news learned from 
broadcasts. He was released from his military service sometime prior to Ma 
25. 1945. Mr. Gerich and his family thereafter returned to Austria. It a; 

that sometime in 1950 or 1951, Mr. Gerich emigrated from Austria to Arg a 
and that he was thereafter joined by his wife and son, Willy. It further appears 
that his present address is Artes 873, Haedo F. C. N. D. F. 8., Buenos Aj; 
Argentina, and that he is represented by the firm of Degnan, Hager & Mc] 
attorneys at law, 301 Red River National Bank Building, Grand Forks, N. Da 








On Mav 25, 1945, Mr. Gerich, his wife, and hi iallson, Willv, were ré 
from ¢ in o Vienna, Austria, and were pasing through Czecho 
On that dat he were proceeding along a narrow road between Valker 
Lauterbach, Czechoslovakia, along with a large horse-drawn wagon, to 
ot which was tied a cart in whieh Willy Gerich was riding As tl 
proached a narrow place in the road, a United States Army tank proceed 
the road in the opposite direction, on an official mission but not eng 














combat activitv, came abreast of them The driver of the tank, a soldier 
United State \rm aw the horse-drawn wagon, but did not observe the c: 
which Willy Gerich was riding In order to pass the wagon, the driver of 
drove partially upon the shoulder of the road, but after striking some ro¢ 
shoulder of the road, the tank swerved back toward the center of the road, st 
the small cart The driver of the tank did realize that the cart had 
struck. and did not top immediately, Willy Gerich was either throw: 
dragged for a distance of about 60 feet, and was severely injured as a result ¢ 
accident The child was quickly carried to a hospital where he received 

care for bis injuries The injuries sustained by Willy Gerich consssted of a fra 
of the left femur, injuries to the left arm which required the amputation 
lower third of the lert torearm, internal injuries, and cuts and bruise On M 


10, 1949, the Chief of Medicine, 124th Station Hospital, United Stat 


stated that 


1. T have examined Willy Gerich, age 7 vears, who was reported as ha 
accident in November 1945. There was a fracture of the left femur, and 


to the left arm requiring amputation in the lower third of the lett forear 





2. At the present there is no impairment of the left lower extremity and t 
will be no permanent disabilitv as a result of the fractured femur 
rhe left upper extremity bas a 4-inch stump, well healed, and well ada 
to prost.besis No lo of elbow or oulder funetion and mot oni present 
t. In my opinion permanent disability in this case will not exceed 50 px 
: be maximum @ , 
Or \ 4 Franz and Ruth Gerich filed with the Army autl 
claim on account e injuries to Willv Gerich, but did not specify the an 
claimed That claim was thereafter referred to the Austrian CGovernmet 
consideration under an agreement whereby the Austrian Government assun 
responsibility of settling elaims of Austrian nationals agair the United $ 


The Austrian Government subsequently denied its liability for ‘he payment 
alt claim, ina muel ‘ the accident from w hicl the claim Arose ] 
in Czechoslovakia rather than in Austria. Thereafter, on April 25, 1949 
Gerich again submitted to the Army authorities a claim in the amount of 
153,792 (836,617.14) for the expected tuture loss of earnings of Willy ¢ 

and in the further amount of DM 850 ($202.38) for hospital and medical exp 


ad oct 






incurred The claim eould not be considered under the pro\ isions of the Foreig 
Clain Act (55 Stat S880; 31 U.S. C, 224 





, as amended, for the reason tha 
elaimant was not an inhabitant ot the foreign country where the claim arose 

Therefore, the only statute available to the Department of the Army for t! 
payment of this claim is the act of July 3, 1943 (57 Stat. 372; 31 U.S. C. 223b), 
as amended, which act provides, in part, as follows: 

“That the Secretary of the Army, and * * * such other officer or officers as h 
may designate for such purposes and under such regulations as he may prescribe 
are hereby authorized to consider, ascertain, adjust, determine, settle and pay 
an amount not in excess of $1,000, where accepted by the claimant in full satisfac- 
tion and final settlement, any claim against the United States, * * * when 
claim is substantiated in such manner as the Secretary of the Army may 
regulation prescribe, * * * for personal injury or death, caused by militai 
personnel or civilian employees of the Department of the Army or of the Army 
while acting within the scope of their employment, or otherwise incident to non- 
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combat activities of the Department of the Army or of the Army * * *. The 
ymount allowed on account of personal injury or death shall be limited to reason- 


able medical, hospital, and burial expenses actually incurred * * 

Army Regulations 25-25, issued by the Secretary of the Army pursuant to the 
authority of the said Act, provide, in part, as follows: 

11. * * * a claim arising in a foreign country which is not cognizable under 
the Foreign Claims Act because the claimant is not an inhabitant of the foreign 
country in which the accident or incident occurs may, if the claim is otherwise 
within these regulations, be paid hereunder. Claims arising in foreign countries, 
of nationals of a country at war with the United States, or of any ally of such an 
nemy country, may not be paid under these regulations except as the approving 
authority or the local military commander determines that the claimants are 
friendly to the United States * * *,” 

During World War II, the United States regarded Austria, which had been 
d after the 
‘upation of Austria by Allied forces in 1945, that country was regarded by the 


=? 





exed by Germany in 1938, as a victim of German aggression, a 


United States as a liberated territory Inasmuch as Mr. Gerich retained his 
Austrian nationality until the time when Austria was annexed bv Germany, and 
asmuch as he returned to Austria following his release from German military 


ice, Where he was again registered as an Austrian national sometime prior 
yust 12, 1946, it is the view of the Department of the Army that Mr. Gerich 
should be regarded as an Austrian national who served in the German military 
service under compulsion. The claim of Mr. Gerich could have been paid by the 
Department of the Army in the total amount of $202.38, the sum expended by 
im for hospital and medical expenses. However, inasmuch as it appears that 
Mr. Gerich does not desire to accept such sum in full and final settlement of the 

im, that sum has not been paid to hin In view of the fact that Willy Gerich 
was a child of very tender years at the time of the accident in question, it is the 
iew of the Department that his nationality and friendliness toward the United 
States should not be regarded as affecting the merits of this claim 


4 


lor the reasons stated above, there is no method by which the claimants may 
be compensated for the personal injuries sustained by Willy Gerich, as well as 
the hospital and medical expenses incurred by Mr. Gerich, except through the 
enactment of a private relief bill such as 8. 1231 The evidence submitted to tl 
Department of the Army fairly establishes that Mr. Gerich actually incurred 
hospital and medical expenses in the amount of $202.38 for the treatment of his 
son, Willy Gerich. The amount of the claim ($36,617.14) for future loss of earn- 
ngs, however, is considered greatly excessive. The sum of $5,000 provided for 


( 








1 S. 1231 is considered by the Department of the Army to constitute a fair and 
reasonable award in view of the nature and seriousness of the injuries sustained 
Willy Gerich, solelv as the result of the negligence of the driver of the Army 
ink in question, in failing to keep the tank under control and attempting to pass 
the vehicle of the Gerich family at a narrow place in the road 


foregoing facts, it is the view of the Department of the Army 
that Franz Gerich is legally and equitably entitled to receive the sum of $202.38 
in full satisfaction and final settlement of his claim against the United States 


view of th 





for the hospital and medical expenses incurred by him It is the further view 
of the Department that Franz Gerich, as guardian of Willy Gerich, his minor son, 
is equitably entitled to receive the sum of $5,000 in full satisfaction and final 


settlement of all claims of the said Willy Gerich against the United States for the 
personal injuries sustained by him in the above-described accident. The Depart- 
ment of the Army would have no objection to the enactment of S. 123 " if it 
should be amended to read as follows 

Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That the Secretary of the Treasury is authorized 
and directed to pay, out of any money in the Treasury not otherwise appro- 
priated, to Franz Gerich, the sum of $202.38, in full settlement of all claims 
against the United States for hospital and medical expenses incurred by him; 
and to Franz Gerich as guardian of his minor son, Willy Gerich, the sum of 
$5,000 in full settlement of all claims of the said Willy Gerich against the United 
States for personal injuries, pain, and suffering sustained by him as the result of 
an accident which occurred on May 25, 1945, in the vicinity of Lauterbach, 
Czechoslovakia, when a United States Army tank collided with a vehicle in 
which Willy Gerich was riding: Provided, That no part of the amount appro- 
priated in this act in excess of 10 per centum thereof shall be paid or delivered 
to or received by any agent or attorney on account of services rendered in con- 
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nection with this claim, and the same shall be unlawful, any contract to the 
contrary notwithstanding. Any person violating the provisions of this act 
shall be deemed guilty of a misdemeanor and upon conviction thereof shall 
fined in any sum not exceeding $1,000. 

The Bureau of the Budget advises that there is no objection to the submiss 
of this report. 

Sincerely yours, 
R0BERT T. STEVENS, 
Secretary of the Army. 


O 
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J. A. VANCE 


Marcu 16, 1954.— Committed to the Committee of the Whole House and ordered 
to be printed 


—_————————— 


Mr. Lane, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany H. R. 1107] 


The Committee on the Judiciary to whom was referred the bill 
H. R. 1107) for the relief of the J. A. Vance Co., having considered 
the same, report favorably thereon with amendment and recommend 
that the bill do pass. 

The amendment is as follows: 

Page 1, line 6, after the “$”’ strike the figures and substitute: 
al Sl 

The purpose of the proposed legislation is to pay to the J. A. Vance 
Co., of Winston-Salem, N. C., $7,341.53, in full settlement of all its 
claims against the United States for refund of Federal income taxes 
which it was required to pay for the taxable year 1944 as a result of 
the refusal of the Treasury Department to allow, as a deduction from 
gross income under section 23 (p) of the Internal Revenue Code, the 
contribution made by such company to its profit-sharing employees’ 
trust for such taxable year. 


STATEMENT OF FACTS 


The J. A. Vance Co. filed its income-tax returns on the basis of fiscal 
years ended September 30. It established an employees’ profit-shar- 
ing trust on September 30, 1944. Under the provisions of section 23 
(p) (1) (EB), it could accrue a deduction for a contribution to such trust 
provided actual payment to the trust was made within 60 days after 
the close of the taxable year of accrual. 

However, payments on account of the first 3 taxable years were 
made by the company on the 61st, 61st, and 79th days, respectively, 
after the close of the taxable years on account of which the payments 
were made. It should be noticed that the provisions of law referred 
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to allow an amount contributed after the 60-day period to be deducted 
on the return for the taxable year in which the contribution is actually 
made. Thus, the effect of the taxpayer’s failure to comply with the 
provisions of section 23 (p) (1) (E) did not— 


result in a complete disallowance of its claimed deductions but only in their 
postponement until the next taxable year. The allowance of these deductions 
in years other than those for which they were claimed did, however, result in net 
increased payments by the corporation for the fiscal years 1944 through 1947. 
attributable to the postponement of the deduction for 1944, a year of high income 
subject to the excess-profits tax. 


This is what the Treasury said: 


It should also be noted that the amount of $10,281.93 set forth in the bill is not 
the correct computation of the tax disadvantage suffered by the company for its 
failure to comply with the provisions of law involved. There should be subtracted 
from that amount $68.04, representing refund of 1945 interest overpayments 
$2,384 representing refund of 1946 tax overpayment and interest; and $488.27 
representing refund of 1947 tax overpayment and interest. Taking these amount 
into account, the tax disadvantage suffered by the company for its failur 
comply with the law is in the amount of $7,341.53. 


instead of $10,281.93 

Now, of course, they go on to say there is no provision in the law for 
the Internal Revenue to give them any relief. In other words, that 
was filed 1 day late. 

Therefore, after careful consideration, the committee believes that 
this company is entitled to the relief sought, and recommend favorable 
consideration to the bill, as amended. 


TREASURY DEPARTMENT, 
Washington, September 25, 1953. 
Hon. CHauncey W. ReEeEp, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D. C. 


My Dear Mr. CHarrMAN: Reference is made to your request for the views of 
this Department with respect to H. R. 1107, a bill for the relief of the J. A 
Vance Co. 

The bill if enacted would authorize the repayment to the J. A. Vance Co. of 
the sum of $10,281.93. This sum represents a refund of Federal income taxes 
which the company was required to pay for the taxable year 1944 as a result of the 
refusal of the Treasury Department to allow as a deduction from gross income 
under section 23 (p) of the Internal Revenue Code the contribution made by the 
company to an employees’ profit-sharing trust for such taxable year. 

The J. A. Vance Co. filed its income-tax returns on the basis of fiscal years 
ended September 30. It established an employees’ profit sharing trust on Sep- 
tember 30, 1944. Under the provisions of section 23 (p) (1) (EF), it could accrue a 
deduction for a contribution to such trust provided actual payment to the trust 
was made within 60 days after the close of the taxable year of accrual. However 
payments on account of the first 3 taxable years were made by the company on 
the 6lst, 61st, and 79th davs, respectively, after the close of the taxable years 
on account of which the payments were made. It should be noticed that the 
provisions of law referred to allow an amount contributed after the 60-day period 
to be deducted on the return for the taxable year in which the contribution is 
actually made. Thus, the effect of the taxpayer’s failure to comply with the 
provisions of section 23 (p) (1) (®) did not result in a complete disallowance of its 
claimed deductions but only in tueir postponement until the next taxable year 
The allowance of these deductions in vears other than those for which they were 
claimed did, however, result in net increased payments by the corporation for the 
fiscal vears 1944 through 1947, attributable to the postponement of the deduction 
for 1944, a year of high income subject to the excess-profits tax. 

It should also be rboted that the amount of $10,281.93 set forth in the bill is not 
the correct computation of the tax disadvantage suffered by the company for its 
failure to comply with the provisions of law involved. There should be sub- 
tracted from that amount $68.04, representing refund of 1945 interest overpay- 


ments; $2,384.09, representing refund of 1946 tax overpayment and interest; and 
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$488.27, representing refund of 1947 tax overpayment and interest. Taking 
these amounts into account, the tax disadvantage suffered by the company for its 
failure to comply with the law is in the amount of $7,341.53. 

There is no question as to the legality of the action of the Bureau of Internal 
revenue in disallowing the deductions as claimed. Section 23 (p) (1) (EF) of the 
Internal Revenue Code clearly provides that payment must be made withia 60 
lavs after the close of the taxable year. No reason appears as to why the failure 
of this particular claimant to comply with the clear provisions of the law should 
entitle it to private relief more than other taxpayers similarly situated. 

Under the circumstances, the Treasury Department would not favor enactment 
of the bill. 

The Director, Bureau of the Budget, has advised the Treasury Department 
that there is no objection to the presentation of this report. 

Very truly vours, 
M. B. Fo.som, 


Acting Secretary of the Treasury. 


J. A. Vance Co., 
Winston-Salem, N. C., April 16, 1953. 
te H. R. 1107. 
Hon. THURMOND CHATHAM, 
Member of Congress from North Carolina, 
House of Representatives, Washington, D. C. 

DeaR THURMOND: According to your letter of March 6, 1953—the Bureau of 
Internal Revenue does not have a complete file on our tax case. We are enclosing 
a brief of the whole procedure which is factual and accurate, but condensed. 

The whole difficulty began with our attempt to start a profit-sharing plan for 
our employees in 1944. The Treasury Department approved it, with certain 
limitations and restrictions, 1 of which was that we lodge the funds in a separate 
trust within 60 days after our fiscal year closed—September 30. 

As soon as the amount for the trust fund could be determined, it was deposited 
in the trust department of the First National Bank. This was done on November 
30, 1944. The next year, 1945, we made our contribution again on November 30. 
In 1946 the deposit was made a few days earlier, then in 1947 we were asked to 
sign a waiver on the statute of limitations on 1944 tax return. After which we 
were informed that our contributions made on November 30, 1944 and 1945 were 
made 1 day late because: 

From September 30 to November 30 is 61 days. We were therefore adjudged 
in violation by 1 day, charged with additional tax for 1944, plus 6-percent interest, 
and eventually forced to pay $10,281.93 November 4, 1949. 

Through the sympathetic treatment of our case by Mr. Colin F. Stam, Chief of 
Staff, Joint Commission on Internal Revenue Taxation, certain allowances were 
made which were disallowed previously, and a refund of $2,294.05 made in June 
1950. This reduced the “holdup” to $7,563.65, as shown on page 2 of Mr. Wilson’s 
report. 

I am sorry I didn’t make this clear before the relief bill was drawn. The 
phraseology of this law is apparently clear enough but the 30 days is usually con- 
sidered 1 month and 60 days 2 months. In this case it is interpreted with unwar- 
ranted severity. All other tax laws, with which I am familiar, at least provide a 
penalty for filing or reporting late. 

Your interest in helping us is genuinely appreciated, and if other information is 
needed, please request it. 

With kindest personal regards, we remain 

Very truly yours, 
J. A. VANcE Co., 
By Cuas. T. VANCE. 


Witson, Hosicx & Co., 
Winston-Salem, N. C., March 30, 1958. 
Mr. Cuartgs F. VANcE, 
President, J. A. Vance Co., 
Winston-Salem, N. C. 

Dear Mr. Vance: In accordance with your request I have reviewed our files 
pertaining to the assessment of additional income and excess-profits tax against 
J. A. Vance Co., for the fiscal year ended September 30, 1944. The assessment 
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resulted from the disallowance of payments to the profit-sharing trust fund of 
your company of the amount accrued at the end of the year, payment of which 
was made on November 30 following the close of the year. 

Attached hereto are the following revenue agent’s reports: 

(1) August 26, 1946 (exhibit A): This is the report prepared by the revenue 
agent upon completion of his original examination. 

(2) Report dated September 14, 1949 (exhibit C): This is the final report at the 
conclusion of informal conferences regarding assessment. 

(3) March 14, 1950 (exhibit D): Revenue agent’s report resulting from claims 
and refund of income taxes for the years 1946 and 1947. 

The adjustments made by the revenue agent and the assessments and refunds 
resulting from the aforementioned disallowance are set forth in the follow 
summary: 


Fiscal year ended 


Sept. 30, 1944 Sept. 30, 1945 Sept. 30, 1946 Sept. 30, 194 
Payments to profit-sharing fund, as 
claimed on returns 
Sept. 30, 1944 1) $1, 000. 00 
Novy. 30, 1944 2) 11,949. 88 
Nov. 30, 1945 (3) $11, 190. 30 
Dec, 18, 1946 (4) $2, 031. 46 
Nov. 28, 1947 (4) $2, 700. 40 
Amounts finally allowed by Bureau of 
Internal Revenue (1) 1,000.00 2) 11, 949. 88 (3) 11, 190. 30 (4) 4, 731.46 
Taxes assessed and refunded 
as result of payment on 61st 
day 
Assessed, Nov. 2, 1949 | 
(529018 
D/V excess profits $741. 37 741, 37 
Excess profits 7, 191. 94 7, 553. 89 (361. 95) 
Income tax (85, 81) (85. 81) 
7, 847. 50 8, 295. 26 (447. 76) 
Interest 2, 434. 43 —=== = —S=S= |= 
Total_. 10, 281. 93 


Refunded, June 1, 1950 
(529015) 


Excess profits (1, 389. 20) | 





Income tax 1, 543. 56 (2, 009. 18) (439, 23 
’ 154 36 , (2, 009. 18) (439, 23 
Interest } 
Total -- (2,717. 28) 
Net assessment 7, 563. 65 


There is also attached hereto (exhibit FE) copy of a letter addressed to you by 
the Deputy Commissioner of Internal Revenue, dated March 29, 1948, which 
resulted from an informal conference which you had with the Deputy Com- 
missioner. Also attached is copy of a letter from the Commissioner of Internal 
Revenue to Mr. Colin F. Stam (exhibit F) which letter resulted from an informal 
conference with Mr. Satm. Copy of certain comments relating to section 23 (p 
of the Internal Revenue Code prepared by this office is attached hereto as exhibit 
G. A letter from the revenue agent in charge, Greensboro division, dated April 
16, 1948, is attached hereto as exhibit H. 

Upon receipt of the original revenue agent’s report, dated August 26, 1946, 
protest was filed (exhibit B) on November 23, 1946. Pursuant to the protest 
further conferences were had with the revenue agent whose report was accept 
without revision and payment of the assessment proposed in the original report 
was made on April 23, 1947. 

We had considered the income taxes for the years covered by the original 
agent’s report to be satisfactorily determined but on April 16, 1948, about a year 
later, you received a letter from the internal revenue agent in charge proposing 
further adjustments from the disallowance, which is the subject of this letter 
It appears that when the agent’s report was subjected to final review by the 
Bureau in Washington that the reviewer determined that a payment made o1 
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November 30 having to do with a fiscal ending September 30 was made on the 
6lst day, and not within 60 days, following the close of the year. Asa result the 
deduction of the amount of the payment was disallowed for the preceding year. 

Further conferences with the internal revenue agent in charge disclosed that 
the Bureau held, not only that the payment was disallowed in the preceding year 
but that it would be allowed in the succeeding year (the year in which paid) 
onlv to the extent of the contribution formula in the indenture. The contribution 
formula provided that payments should amount to 15 percent of net profits before 
income taxes. This interpretation amounted to a complete loss of the deduction. 

\ series of informal conferences were then undertaken with the Commissioner 
of Internal Revenue and Mr. Colin Stam, Chief of Staff, Joint Committee on 
Internal Revenue Taxation. Asa result of these conferences the Bureau amended 
its position and conceded that the formula provided in the indenture did not 
limit the amount of the deduction. The principal result of this concession by the 
Bureau permitted the deduction of the “late’’ payments in the taxable years in 
which paid. The claims giving rise to the refunds listed hereinbefore resulted 
from the change in the attitude of the Bureau. 

Since the Bureau conceded that the amounts were deductible in the year in 
which actually paid, substantially no net income remained for the year ended 
September 30, 1946. As a result an unused excess-profits credit developed for 
that year in the amount of $5,699.63. No compensating advantage accrued to 
the company, however, because such credit must first be applied to the second 
preceding year (September 30, 1944) and in that year the alternative excess- 
profits tax (80 percent of surtax net income) was less than the excess-profits tax 
computed by use of the unused credit carryback. 

Particular hardship resulted for your company since the taxable year ended 
September 30, 1944, was the only year during the World War II excess-profits-tax 
period in which: the 80-percent limitation applied. As further evidence of the 
hardship borne by your company its net profits and income taxes paid for each 
of the 11 years from September 30, 1937, to September 30, 1947, are shown below: 








oe a) | | . a 
Year ae Income taxes Year oo Income taxes 
leases | $579. 59 | $141. 24 1943 . 8, 295. 22 7, 788. 03 
1938... (83. 16) 1944_. 36, 054.13 
1939... 306. 86 | 66. 23 1945... 18, 216. 46 | ‘ 
1940... 862. 41 294. 01 1946... 1, 191. 88 1,151. 47 
1041... aubend 5, 860. 01 1, 500. 82 BOW ot3- caus 9, 170. 99 é 9u 
1942... 6, 885. 76 2, 298. 62 


During the 1930’s the company operated with minor profits and losses and at 
September 30, 1943, a deficit in the amount of $1,311.59 remained, as indicated 
in the attached revenue agent’s report. It was only from this point forward 
that this company enjoyed a surplus from earnings. Because of its financial 
history and the small amount of paid-in capital ($56,200) this company enjoyed 
no excess-profits credit to speak of. It is an example of those small companies 
against which the excess-profits-tax laws were tragically unfair. 

Trusting that the foregoing review of your company’s experience in connection 
with its World War II excess profits tax problems is sufficiently clear, I am 

Cordially yours, 
B. A. Witson. 





Exuipir D 


TREASURY DEPARTMENT, 
INTERNAL REVENUE SERVICE, 
Greensboro, N. C., March 14, 1950. 
Report dated: February 16, 1950. Years: September 30, 1944, September 30, 
1945, September 30, 1946, and September 30, 1947. 
VW. A. VANcE Co., 
Winston-Salem, N. C. 

GENTLEMEN: There is enclosed for your information and files a copy of a report 
covering the examination of your income-tax return(s) for the year(s) indicated, 
recently made by a representative of this office. You have indicated your 
agreement to the adjustment of tax liability shown in the report 
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The item checked below explains briefly how settlement of the agreed tax 
liability will be accomplished through the office of the collector of internal revenye 
for you district. 

Respectfully, 
P. M. SawYer, 
Internal Revenue Agent in Charg 


[] Deficiency: The collector will present to you at an early date a bill for 
payment of the tax, together with interest, at which time remittance should be 
made to that official, provided you have not already paid the full amount due 

[) Net deficiency: After the overassessment(s) have been certified to the 
collector by the Commissioner of Internal Revenue, you will be presented with 
a bill for the amount due, at which time remittance should be made to the collector 

& Net overassessment: After the overassessment(s) have been certified to 
the collector by the Commissioner of Internal Revenue, you will be advised as to 
how the overassessments have been applied, and will receive a check for the 
amount due you. 

[] Overassessment: After the overassessment(s) have been certified to the 
collector by the Commissioner of Internal Revenue, you will receive a check ir 
payment of the overassessment and interest, provided there are no outstanding 
taxes against which the amount should be credited. 


This offer of waiver of restrictions is subject to acceptance by or on behalf of 
the Commissioner of Internal Revenue on the basis of the adjusted liability as 
hereinafter proposed and is to take effect as a waiver of restrictions then filed 
with the Commissioner from the date said adjusted liability is accepted by or on 
behalf of the Commissioner as a basis for the closing of the case, and if not thus 
accepted will have no force or effect. 

If this offer is accepted by or on behalf of the Commissioner, the case shall not 
be reopened nor shall any claim for refund be filed or prosecuted respecting the 
taxes for either of the years ended September 30, 1944, and September 30, 1945, 
other than the amount shown by this agreement, in the absence of fraud, mal- 
feasance concealment or misrepresentation of material facts, or of an important 
mistake in mathematical calculations; and the taxpayer also agrees, upon request 
of the Commission, to execute at any time a final closing agreement as to the tax 
liability on the foregoing basis for either of said years, or each of said years, under 
the provisions of section 3760 of the Internal Revenue Code. 

This agreement form is being executed only with the understanding that, should 
subsequent developments in regard to the deduction for amortization of defense 
facilities, namely, the securing of an amended certificate of necessity for which 
application is now being made, change the allowable deduction for amortization, 
taxpayer’s position in respect to subsequent refund will not be jeopardized. 


J. A. Vance Co. 
By C. I. Vance. 





Exuisir A.—WaIverR OF RESTRICTIONS ON ASSESSMENT AND COLLECTION OF 
DeFIcIENcY IN TAX AND ACCEPTANCE OF OVERASSESSMENT 


Pursuant to the provisions of section 272 (d) of the Internal Revenue Code 
and/or the corresponding provisions of prior internal revenue laws, the restric- 
tions provided in section 272 (a) of the Internal Revenue Code and/or the corre- 
sponding provisions of prior internal revenue laws as amended are hereby waived 
and consent is given to the assessment and collection of the following deficiency 
or deficiencies in tax: 

Taxable year ended September 30, 1944, income tax in the sum of $379.78; 
taxable year ended September 30, 1944, declared value excess-profits tax in the 
sum of $93.50; taxable year ended September 30, 1944, excess-profits tax in the 
sum of $750.75; taxable year ended September 30, 1945, excess-profits tax in the 
sum of $921.03; amounting to the total sum of $2,145.06; together with interest 
thereon as provided by law, and the following overassessment or overassessments 
of tax are accepted as correct: Taxable vear ended September 30, 1945, income 
tax in the sum of $77.86; taxable year ended September 30, 1943, excess-profits 
tax in the sum of $177.68; amounting to the total sum of $255.54. 

J. A. VaNcE Co., 
C. T. Vance, 
Winston-Salem, N. C. 
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Notre.—The execution and filing of this waiver at the address shown in the 
tax accompanying letter will expedite the adjustment of your tax liability as indicated 
nue above. It is not, however, a final closing agreement under section 3760 of the 
Internal Revenue Code, and does not, therefore, preclude the assertion of a 
further deficiency in the manner provided by law should it subsequently be deter- 
mined that additional tax is due, nor does it extend the statutory period of 

limitation for refund, assessment, or collection of the tax. 
If this waiver is executed with respect to a vear for which a joint return of a 





ao husband and wife was filed, it must be signed by both spouses, except that one 
ey spouse may sign as the agent for the other. 
the ' Where the taxpayer is a corporation, the waiver shall be signed with the cor- 
rit} porate name, followed by the signature and title of such officer or officers of the 
pay corporation as are empowered to sign for the corporation, in addition to which 
ies. the seal of the corporation must be affixed. 
3 to TREASURY DEPARTMENT, 
the OFFICE OF COMMISSIONER OF INTERNAL REVENUE, 
Washington 25. 
the Certificate of overassessment: Allowed, $2,009.18; schedule No. 160345. 
‘ine J. Ms VANCE Co., ; 
"S Winston-Salem, N. C. 
GENTLEMEN: An audit of your income-tax return, form 1120, and a considera- 
tion of all the claims (if any) filed by you for the taxable year ended September 
' 30, 1946, indicates that the tax assessed for that year was in excess of the amount 
f of due: 
y as 
iled Assessed: Income tar 
ron Account No. 410041, December 1946 $2, 503. 43 
hus Correct liability slice she 194. 25 
not Overassessment - - - - .- - - . as 2, 009. 18 
ho The overassessment shown herein results from the adjustment shown in a 
3 revenue agent’s report, a copy of which has been furnished you. 
_ The overassessment has been adjusted as indicated below. You have been 
— relieved from payment of any amount shown as abated. If an overpayment was 
rote made and other taxes were due, credit has been applied to such outstanding bal- 
b ance. If an amount is indicated as refundable, a Treasury check covering the 
refund is enclosed. 
vuld By direction of the Deputy Commissioner: 
nse Respectfully, : 
Mich P. H. SHERWOOD, — 
— Head of Division. 


Credited, $154.36, May 26, 1950—529015; to tax year, fiscal year September, 
. 30, 1944; refunded, $1,854.82, interest, $374.91. 

Nore.—The interest, if any, included herein is taxable income, and must be 

included in your income-tax return for the year in which received. 
OF TREASURY DEPARTMENT, 
OrricE OF COMMISSIONER OF INTERNAL REVENUE, 
Washington 25. 

ode Certificate of overassessment: Allowed, $439.23; schedule No. 160345. 


pes J. A. Vance Co., 

as Winston-Salem, N. C. 

ee _ GENTLEMEN: An audit of your income-tax return, form 1120, and a considera- 
; tion of all the claims (if any) filed by you for the taxable year ended September 

78: 30, 1947, indicates that the tax assessed for that year was in excess of the amount 

Zhe due: 

the Assessed: Income tar 

the Account No. 410129, December 1947__ $3, 216. 20 

rest Correct liability - 2, 776. 97 

ants = 

yme Overassessment -_ _ _ _- : ; 139. 23 


fits 
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The overassessment shown herein results from the adjustment shown in a 
revenue agent’s report, a copy of which has been furnished you. 

The overassessment has been adjusted as indicated below. You have heen 
relieved from payment of any amount shown as abated. If an overpayment 
was made and other taxes were due, credit has been applied to such outstanding 
balance. If an amount is indicated as refundable, a Treasury check covering the 
refund is enclosed. 

By direction of the Deputy Commissioner: 

Respectfully, 
P. H. SHERwoop, 
Head of Division. 
tefunded, $439.23; interest, $49.04. 


Note.—The interest, if any, included herein is taxable income, and must. be 
included in your income-tax return for the year in which received. 
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Id Ne Ssion j { No. 1352 


MARY K. REYNOLDS, AS SUCCESSOR IN INTEREST TO 
THE COLONIAL REALTY CO. 





\iarca 16, 1954.—Committed to the Committee of the Whole House and ordered 
to be printed 


Mr. Burpick, from the Committee on the Judiciary submitted 
the following 


REPORT 


[To accompany H, R, 2874] 


The Committee on the Judiciary to whom was referred the bill 
H. R. 2874) to confer jurisdiction upon the Court of Claims to hear, 
determine, and render judgment upon the claim of Mary K. Reynolds, 
as successor in interest to the Colonial Realty Co., having considered 
the same, report favorably thereon without amendment and recom- 
mend that the bill do pass. 

The purpose of the proposed legislation is to confer jurisdiction 
upon the United States Court of Claims to adjust differences between 
Mary K. Reynolds, as successor in interest to the Colonial Realty 
Co. of Oregon, and the United States, on an exchange of lands made 
between them. 

STATEMENT OF FACTS 


As to the facts in the case, we express no opinion except to say 
that the situation seems so mixed up with agreements and orders 
that we are unable to say what the equities are. 

Therefore, we feel that justice will be done by referring the matter 
to the Court of Claims to determine what, if anything, is justly due 
the claimant. 


(oe ee 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington 25, D. C., April 8, 1958. 
Hon. CuHauncey W. ReeEp, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington 25, D. C. 

My Dear Mr. ReeEp: This is in response to your request for a report of the 
facts as disclosed by our files in connection with H. R. 2874, a bill to confer juris- 
diction upon the Court of Claims to hear, determine, and render judgment upon 
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the claim of Mary kK. Reynolds, as successor in interest to the Colonial Realty ©, 

We recommend that H. R. 2874 not be enacted 

This bill would authorize Mary K. Reynolds, as successor in interest to the 
Colonial Realty Co., to file suit upon a certain claim within | year after the date 
of enactment of the bill, and would confer jurisdiction upen the Court of Claims 
to hear, determine, and render judgmeut on such claim. The elaim is one heret, 
fore determined by this Department in accordance with the act of March 22 
1933 (48 Stat. 1295), as supplemented by the act of June 14, 1933 (48 Stat. 1309)’ 

The Colonial Realty Co. in 1931 filed with this Department a claim in the a, 
proximate sum of $38,000 for damages to its lands on the Klamath reclamation, 
project, allegedly due to the fault of the Government. A decision by the Com- 
missioner of Reclamation denying the claim was affirmed by the First Assistant 
Secretary on March 10, 1932 

The Colonial Realty Co., however, continued its efforts to secure redress and 
consulted with representatives of this Department on various private bills which 
had been introduced in Congress for that purpose. Ultimately, there were 
enacted, without objection by this Department, the two acts mentioned above 
The act of March 23, 1933, in substance, directed the Secretary of the Interior 
to convey to the Colonial Realty Co. an amount of available public lands selected 
by it on the Tule Lake Division of the Klamath project approximately equivalent 
to, and in exchange for, approximately 1,420 acres of the company’s ‘“‘seeped and 
unproductive lands, as determined by the Secretary of the Interior, in sections 
20, 21, 22, 25, 27, 28, 31, 32, 33, and 34, township 39 south, and section 3 of towr 
ship 40 south, range 9 east, Willamette meridian, Oregon, Klamath project,” 
such portion of these 1,420 acres as the company might elect to exchange. The 
act provided further that if any legal subdivision of the described lands consisted 
of more than 50 percent unproductive land, the whole subdivision could be ex 
changed at the option of the company. The act of June 14, 1933, in substance 
provided for an adjustment of amounts theretofore paid by the company and the 
Klamath Irrigation District to cover construction and operation and maintenance 
charges on aecount of the lands to be exchanged under the act of March 23, 1933 

Pursuant to the legislation referred to above, the Colonial Realty Co. made its 
selection of lieu lands in the Tule Lake division and tendered its deed, dated 
October 31, 1933, covering damaged lands to be exchanged therefor. On Fet 
ruary 10, 1934, the First Assistant Secretary of the Interior approved an opini 
by the Solicitor of the Department in which it was held that the deed correet]) 
described the land to be conveyed, that the land was of the area and quality 
designated in the act of March 23, 1933, that the abstracts showed clear tith 
the company, that the company’s deed, when recorded, would convey good tit 
to the United States, and that, subject to certain limitations, a patent might 
issue for the lieu lands selected by the company. A copy of this opinion 
attached. 

Thereafter, on February 12, 1934, the Commissioner of the General Land 
Office was instructed, subject to appropriate action in accordance with the ce 
partmental instruction, to record the company’s deed and issue a patent to the 
company, if no other objection was found to exist. All proceedings pursuant t 
this instruction, however, were stopped on February 24, 1934, at the request of 
the Acting Director of the Department’s Division of Investigations, due to charges 
that the proposed exchange would work a fraud upon the United States. A 
extensive investigation and study of various phases of the proposed exchange ther 
took place. Upon the termination of the investigation and after appropriat 
hearings, the Secretary on September 19, 1935, dismissed the charges and au- 
thorized the Commissioner of Reclamation to proceed, in cooperation with th 
Office of the Solicitor, to a final disposition of the matter “in accordance wit! 
existing law and in the light of the best interest of the United States.” 

Acting pursuant to such authorization, the Solicitor under date of February 
27, 1936, rendered an opinion determining that approximately 1,200 acres of the 
lands offered by the Colonial Realty Co. qualified for exchange under the act of 
March 23, 1933, that the deed already tendered the United States would have to 
be revised to exclude those lands (approximately 200 acres) which a land classi- 
fication made by a disinterested expert showed were not acceptable under the 
statutory standard for exchange, that the release by the Klamath Irrigation Dis- 
trict of certain assessment liens against the land (which release was conditioned 
on the granting of credits to the District pursuant to the act of June 14, 1933 
must be effectuated before a deed could be accepted, and that other minor title 
defects listed in the opinion should be corrected. The opinion of the Solicitor, a 
copy of which is attached, was approved by the Acting Secretary and the matter 
was referred to the General Land Office for further action on February 27, 1936 
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Subsequently, the Colonial Realty Co. tendered to the United States a revised 
deed, dated May 2, 1936, covering the lands offered for exchange and an assign- 
ment to the Klamath Irrigation District of certain of the credits due the company 
under the act of June 14, 1933. The district released all its claims against the 
lands, and the United States accepted and recorded the revised deed of the com- 
pany and issued to the company under date of October 20, 1936, a patent cover- 
ing the lieu lands selected by it on the Tule Lake division of the Klamath project 

Since the accomplishment of the aforesaid exchange of lands and the adjust- 
ment of credits under the provisions of the act of March 23, 1933, and the act of 
June 14, 1933, the Colonial Realty Co. at various and sundry times has contended 
that it is entitled to additional relief under those acts and has requested a rehear- 
ing and redetermination of the matter. The Department at all times has denied 
that the company has rights in that regard and has refused such requests in the 
conviction that the disposition of the exchange by this Department was in con- 
formity with the acts of March 23 and June 24, 1933, supra, and was otherwise 
proper. 

The reasons underlying the position taken by this Department are discussed in 
two memoranda, dated January 19, 1949, and July 20, 1949, respectively, by the 
Solicitor. Copies of these memoranda are enclosed. j 

It should also be noted that the bill contains provisions beginning with the 
words “‘any provision”’ at page 1, line 4, and ending with the words ‘‘United States”’ 
at page 1, line 6, that would appear to have the effect of waiving certain of the 
substantive defenses of the United States to the claim in question 

We have been informed by the Bureau of the Budget that there is no objection 
to the presentation of this report to your committee. 

Sincerely yours, 
Frep G. AANDAHL, 
Assistant Secretary of the Interior. 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SOLICITOR, 
Washington, D. C., February 10, 1934. 
The honorable the SecrRETARY OF THE INTERIOR. 


My Dear Mr. Secretary: There have been submitted to me for opinion 
eight abstracts showing the chain of title to approximately 1,414 acres of land 
claimed by the Colonial Realty Co. of Portland, Oreg. The entire area is within 
the exterior boundaries of the Federal Klamath irrigation project in Oregon and 
California. This land, which the Colonial Realty Co. acquired by purchase 
from private individuals, proved to be composed of soil of poor quality, and the 
company attempted to have it classified so that construction and operation and 
maintenance charges would not be collected by the Klamath Irrigation District. 
More complete relief, in the form of authorization for the exchange of such land 
for land owned by the United States, was sought before Congress. By act of 
March 23, 1933 (Private No. 2, 73d Cong.), Congress authorized the Colonial 
Realty Co. to convey to the United States title in fee, free of encumbrance, to 
approximately 1,420 acres of seeped and unproductive land, or such portion thereof 
as the company might elect to convey. It authorized and directed the Secretary 
of the Interior to issue a patent to the Colonial Realty Co. for approximately an 
equivalent amount of public land on the Tule Lake Division of the Klamath 
project in Oregon-California to be selected and designated by said company 
from available lands of the United States in that division. 

By act of June 14, 1933 (Private No. 12, 73d Cong.), Congress made further 
a regarding the authorized exchange of lands between the Colonial 
Realty Co. and the United States. Under the provisions of that act all construc- 
tion charges theretofore paid on the lands to be conveyed to the United States 
are to be transferred as a credit to the lands to be patented by the United States, 
and all payments of operation and maintenance charges, with penalty and interest 
charges, theretofore made on the lands to be conveyed are to be allowed as credits 
on future construction, operation and maintenance charges on those lands to be 
patented by the United States. Like credits are also to be given the Klamath 
Irrigation District. 

Based on the authority contained in those acts of Congress, the company has 
filed an application describing by legal subdivisions the land it proposes to convey 
to the United States in fee simple clear of encumbrance, abstracts of title covering 
the same, and also a description by legal subdivisions of the lands desired by the 
company in exchange. 








4 MARY K. REYNOLDS, SUCCESSOR IN INTEREST, COLONIAL REALTY CO, 


4 deed submitted by the Colonial Realty Co. for approximately 1,414 ac 
sections 20, 21, 22, 25, 27, 28, 31, 32, 33, and 34, T. 39 S., R. 9 E., Willan 
Meridian, Oregon, Klamath project, contains a correct description of the la 
has elected to convey to the United States. That land is of the area and quali 
designated in the act of March 23, 1933, supra. The abstracts and allied pap 
have been examined and show clear title in the Colonial Realty Co. to all of 
land described in the deed which it submits. Special reference to only a few ma 
ters concerning the title is necessary. 

A mortgage to secure a loan of $338.63 made March 6, 1877, by John Fritz + 
John Gleim, due 6 months after its date, covering lots 1 to 9, inclusive, section 
21, T. 39S., R.9 E., W. M., has not been released. This instrument was giver 
years ago. Under the laws of Oregon a mortgage ceases to be a lien po 


property after the expiration of a period of ten years from the date of maturi 
of the obligation secured. 

Section 9887, Oregon Laws, 1920, provides in part: 

“No mortgage upon real estate now, heretofore or hereafter given, shall be a 
lien or incumbrance or of any effect or validity for any purpose whatsoever, after 
the expiration of ten years from the date of the maturity of the obligation of 
indebtedness secured or evidenced by such mortgage, or from the date to whi 
the payment thereof has been extended by agreement of record.’ 

A certified copy of the recorded instrument indicates that the date of maturity 
of the note was September 6, 1877. Consequently, the lien created by th 
mortgage has ceased to be of any effect or validity for any purpose whatsoever, 

An oil lease affecting the property was made May 11, 1922, by the Colonial 
Realty Co., an Oregon corporation, to John Stanton, Under its terms the leas 
was to run for a term of 5 years from date and as much longer as oil or gas, or 
either of them, would be produced in Klamath County within 100 miles of t 
land described in the lease. ‘This lease has expired. The company submits 
affidavits of two reputable residents of Klamath Falls, Oregon, showing that no 
oil or gas has been produced in paying quantities within 100 miles of Klamath 
Falls since May 11, 1922. The Geological Survey reports that neither oil nor 
gas in paying quantities have been discovered within 100 miles of the land being 
conveyed. The affidavits and report are acceptable as sufficient proof of the fact 
sworn to and reported on, there being no evidence to the contrary. 

There are two judgments in favor of the Klamath Irrigation District for irriga- 
tion district taxes. These judgments have been satisfied, as is evidenced by 
stipulations which show payment in full. County and State taxes, certified on 
the abstracts as unpaid, have now been paid by the Colonial Realty Co., as is 
shown by the tax certificates submitted with the papers. 

The warranty deed, dated October 31, 1933, is in proper form and is correctly 
executed by the Colonial Realty Co., a ‘corporation organized under the laws of 
Oregon, acting through officers who were properly authorized to make the deed 
on behalf of the company. In the proferred deed, no exception has been made 
of certain areas occupied by a railroad right of way, owned by the Modoc Northern 
Railroad Co., or occupied by canals and ditches, title to which has been heretofore 
acquired by the United States. It would be difficult to estimate the acreage of 
these tracts and tedious if not impossible to describe them with accuracy. It is 
deemed unobjectionable to accept the descriptious as given since the tracts 
selected for conveyance to the company will be conveyed with reservation of the 
right to construct ditches by authority of the United States, and since it may thus 

validly be assumed that the equality of areas involved in the exchange will not 
be materially affected thereby. It is also my opinion that the validity of the 
instrument of conveyance from the company to the United States is not affected 
by the failure to describe, and except from the conveyance, the rights of way. 

From this review of the abstracts and other papers it is my opinion that the 
company has complied with the terms of the acts of Congress in so far as they 
relate to the land to be conveyed to the United States. When the deed is recorded 
in the county records of Klamath County, Oreg., good title to approximately 
1,414 acres of land as described in the deed will be shown as vested in the United 
States 

I refer now to the lands selected by the Colonial Realty Co., as shown by its 
amended schedule B, which lands are to be conveyed by the United States to the 
company in lieu of those conveyed by it to the United States. 
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SCHEDULE B 


Lands applied for by Colonial Realty Co. in Tule Lake Division, Oregon- 
California: 

The following described area in section 5, T. 47 N., R. 4 E., M. D. B. and M. 
in Siskivou County, Calif.: 

The S% of N\% of 8% of NW; 

The S% of S% of NW; 

The 8% of N% of SWY of NEM; 

The 8% of SWY of NE; 

The S% of NW of SEX of NE; 

The SW of NE of SEX of NE; 

The SW of SEY of NE; 

The 6 of SEY of SEY of NE; 

The ry; 

The WX of SE; 

The W of E% of SE: 

The W% of E% of EX of SE. 

The following described area in section 6, T. N., R. {., M. D. B. and M 

) Siskiyou County, Calif.: 

The 8% of N% of 8% of NE; 

The 8% of 8% of NE; 

The SEX; 

The S% of N¥ of Lot 4: 

The 8% of Lot 4; 

Lots 5 and 6. 

The fotlowing described area in section 7, T. .4E., M. D. B. and M.., 

Siskivovu County, Calif.: 

The NE; 

The NE of SE; 

Lots 1 and 2. 

The following described area in section 8, T. 47 N., R. 4 E., M. D. B. and M.., 

Siskivou County, Calif.: 

The NW; 

The N's. of SW; 

The W% of NEY; 

The Ws of E46 of NE; 

The W% of E% of EX of NE; 

The NW of SEY; 

The W% of NEY of SEY; 

The W% of E% of NEY of SEX; 

The General Land Office reports that it has been the policy of the Department 
not to convey aliqt ot parts of the 40-acre legal subdivisions as designated in the 
public-lands surveys. But the Department has adhered to the policy of conveying 
such parcels of land where a portion of the 40-acre tract has been retained for the 
use of the United States. Aliquot parts of 40-acre tracts in sections 5, 6, and 8 
are contained in the company’s selection list summarized above. However, the 
records indicate that the Bureau of Reclamation has constructed a dyke along 
the north line of the N4S% Sees. 5 and 6, T. 47 N., R.4 E., M.D. M. This dyke 
occupies practically all of the strip of land included in the N4%N44S8'4 of both 
sections 5 and 6, and the occupancy of the land by the United States will be 
permanent, as the dyke is a permanent feature of the scheme for the reclamation 
of the lands in the Tule Lake Division of the Klamath project. 

It also appears that by Executive Order No. 5945, dated November 3, 1932, 
there were reserved and set apart with other lands for the use of the Department 
of Agriculture as a refuge and breeding ground for wild birds and animals the 
EXE¥XSEYNEY and EXEWEKSEY Sec. 5, and the EMEXE“NE and EXE“E% 
SE% see. 8. On the strip of land described there is a dyke constructed as a part 
of the works required for reclamation of the Government project. 

Since a portion of each of the 40-acre tracts is retained for the use of the United 
States, there appears to be no reason why the remainder of each of the tracts 
mentioned cannot be patented as a part of the lieu selection of the Colonial 
Realty Co. 

By the Secretary’s order of September 26, 1929, there was withdrawn at the 
request of the Biological Survey, for use by the Survey as a shelter for its employ- 
ees, a tract of land described by metes and bounds as containing 4 acres in the 
NW sec. 6, T. 47 N., R. 4 E. It cannot be determined from the files whether 


na 
4m A 
Sea 





6 MARY K. REYNOLDS, SUCCESSOR IN INTEREST, COLONIAL REALTY Co. 





or not the withdrawal is in conflict with the selected land. That should be de 
mined by the Commissioner of the General Land Office before ps atent issues. 

The files of the Bureau of Reclamation indicate that the land selected has bi 
leased by that bureau under a standard form of Government lease. It has bee: 
informally proposed that the leases be assigned to the Colonial Realty Co. as of 
the date of the issuance of patent. If that be done the lease money, which wil! 
accrue from the land which has been selected, would be a proper credit to the 
Colonial Realty Co. There is no legal objection to the assignment of the leases 
by the United States at the time of the issuance of patent inasmuch as the holde: r 
of title has the right to convey his land even though he has leased it to anoth 
person, assigning to the grantee his interest in the existing lease or leases. 

Subject to the above-mentioned limitations, it is my opinion that patent, wi 
appropriate reservations of minerals, rights-of-way, ete., as required by existing 
law, may issue for the land selected by the Colonial Realty Co. 

Respectfully yours, 


(Sgd.) NarxHan R. MArGo 3p, 
Solicitor 
Approved: February 10, 1934. 
(Sgd.) T. A. Waters, 


First Assistant Secretary 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SOLICITOR, 
Washington, February 27, 1936 
The honorable the SecRETARY OF THE INTERIOR. 


My Dear Mr. Secretary: The Colonial Realty Co., acting pursuant to the 
provisions of the act of March 23, 1933 (48 Stat. 1295), has tendered a deed 
covering certain land lying in sees. 20, 21, 22, 25, 27, 28, 31, 32, 33, and 34 of 
T. 3958., and sec. 3, T.408., R. 9 E., W. M., Oregon, as the basis for se lection of an 
approximately equal acreage of public lands in the Tule Lake division of the 
Klamath project. Accompanying the deed are eight abstracts of title. 

The deed, abstracts and related reports have been presented for my examination 
in connection with the determination of two questions: (1) Whether the land 
offered is exchangeable within the terms of the act above cited; and (2) whether 
title to that which is exchangeable is acceptable as ‘‘title in fee, free of incum- 
brance”’ within the meaning of the act 


I 


The Act of March 23, 1933 (48 Stat. 1295), provides for the exchange of lands 
betwee *n the Colonial Realty Co., and the United States in the following words 
“That upon execution and de live sry by the Colonial Realty Company of a deed 
conveying to the United States, title in fee, free of incumbrance, to approximately 
one thousand four hundred and twenty acres of seeped and unproductive lands, 
as determined by the Secretary of the Interior, in sections 20, 21, 22, 25, 27, 28, 
31, 32, 33, and 34, township 39 south, and section 3 of township 40 south, range 
9 east, Willamette meridian, Oregon, Klamath project, or to such portion thereof 
as said company may elect so to convey, the said Secretary is hereby authorized 
and directed to issue a patent to the Colonial Realty Company, conveying to 
said company title to approximately an equivalent amount of publie lands on the 
Tule Lake division of the Klamath project in Oregon-California to be selected and 
designated by said company from available lands in that division: Provided, 
That in order to avoid the expense of additional surveys, and since many of the 
tracts to be conveyed to the United States are design: ated as lots by publie land 
surveys and for this reason the subdivisions contain areas both less than and in 
excess of legal subdivision, the areas conveyed to the Government and the areas 
patented by the (¢ Government need be only approximately of the same acreage: 
Provided, further, That should any legal subdivision of the lands herein described 
consist of more than 50 per centum of unproductive land the whole subdivision 
may, at the option of said company, be conveyed to the United States, with the 
right of exchange of an equivalent area as herein authorized.” 
Obviously the land to be conveyed to the United States must be unproductive 
It has been suggested, however, that it can be accepted by the Secretary of the 
Interior only if it is unproductive because of seepage inasmuch as the statute 
provides for the conveyance of ‘seeped and unproductive lands.” With that 
suggestion I cannot agree. The phrase “seeped and unproductive lands,” stand- 
ing alone, is ambiguous. It might mean lands that are unproductive because of 










' 
' 






ol 


ine 


dic 








ed 
of 


an 


On 
nd 
ier 
Mn- 





| 


MARY K. REYNOLDS, SUCCESSOR IN INTEREST, COLONIAL REALTY CO. 7 


seepage, but it might also mean seeped lands and also unproductive lands no 

itter what the cause of the unproductivity. To determine which interpretation 
is proper it is necessary to look to the remaining language of the enactment. The 
only other pertinent language is found in the last proviso wherein it is said that if 
sny legal subdivision contain more than 50 percent “of unproductive land”’ the 
vhole subdivision may be conveyed to the United States. The unproductivity 
of the land, from whatever cause it may arise, is the only criterion there expressed 
Since that phrase is descriptive of the land which may be conveyed to the United 
States, as is the ambiguous phrase ‘“‘seeped and unproductive,” it furnishes an 
rrefutable guide to the matter in which the ambiguity must be resolved. Lands 
inproductive, no matter what the cause of that unproductivity, are eligible for 
eonvevanee to the United States in exchange for land in the Tule Lake division of 
the Klamath project. 

That conclusion finds substantiation in the provisions of the supplemental act 
of June 14, 1933 (48 Stat. 1300). In that act it is provided that certain charges 
heretofore paid by the owners of the land to be conveyed to the United States 
bv the Colonial Realty Co. are to be transferred as credits against certain charges 
which may arise in connection with the lieu land to be conveyed by the United 
States to the company. Concerning operation and maintenance charges, the 
act provides that a credit shall be given for all sums paid on the lands to be con- 
veyed to the United States during the time that any of them were not “susceptible 
of successful cultivation by reason of seepage, alkalinity, or other causes not 
within the control of the owners of such land.”’ By that language it is clearly 
indicated that unproductive land is exchangeable even though the unproductivity 
did not result from seepage. 

The records of the Bureau of Reclamation show that part of the lands owned 
by the Colonial Realty Co., in secs. 28, 33, and 34 of T. 39 8., R. 9 E., W. M., are 
too high to be susceptible of irrigation from the project works and are not con- 
sidered as part of the project. Inasmuch as those lands have been included in the 
deed tendered by the company to the United States it is necessary to determine 
whether they are rendered nonexchangeable under the terms of the statute because 
of their exclusion from the project. In my opinion they are exchangeable it un- 
productive. The statute does not expressly state that the lands must be included 
within the project. The only reference to the Klamath project is contained in 
the designation of the areas in which land may be conveyed to the United States. 
The company may convey lands located “in sections 20, 21, 22, 25, 27, 28, 31, 
32, 33, and 34, township 39 south, and section 3 of township 40 south, range 9 east, 
Willamette meridian, Oregon, Klamath project.’’ The reference to the Klamath 
project is merely by way of designating the general location of the lands, the 
specific location of which has previously been given by public land survevs. There 

no apparent intention to limit the land which mav be conveyed te land within 
the limits of the project if it lies within one of the specifically designated sections. 
The high lands in sections 28, 33, and 34 are not only in the designated sections 
but, although excluded from the project, are actually surrounded by lands of the 
project and lie within its exterior boundaries. In those circumstances it appears 
that such lands are included by the statute as lands which may be conveved to the 
Government. 

That interpretation of the act finds forceful support from two additional con- 
siderations. In the first place the company holds title to no landsin sections 33 
and 34 other than high lands net ineluded within the limits of the project. To hold 
those lands not exchangeable would be to nullifv the specific provision made by 
Congress that the company might convey land in those sections. In the second 
place the act specifically provides that approximately 1,420 acres may be conveyed 
by the company. But from available records it appears that the company holds 
title only to approximately 1,514 acres in the encire area designated by the statute. 
To exclude the high lands, which amount to 280 acres, would be to reduce the area 
subject, to conveyance bevond the scope of proximity to 1,420 acres w hich Congress 
said might be conveved if it were unproductive. In those circumstances it appears 
clearly that Congress intended the high lands to be exchangeable even though they 
are not included in the Klamath project. 

Of the land offered to the United States by the company 240 acres were acquired 
by the company from Harold C. Merryman. From the facts now shown in the file 
of the case it appears that title to that land and an additional 80 acres was con- 
veyed by Merryman to the company only for the purpose of making possible its 
exchange by the company for better land under the act of March 23, 1933. supra. 
The company holds only a record title, Merryman retaining the beneficial interest 
in the land and expecting to take title from the company to an equivalent part cf 


the lieu land which will be conveyed by the Government to the company. 
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Apparently such an arrangement was entered into between the parties in set 
ment of a debt owed by the company to Merryman for legal and other sery 
The question, of course, arises as to whether land held by the company in 
circumstances may be conveyed to the United States in exchange for other |a 
under the statute. In my opinion it can. 

Although the conveyance to the company from Merryman was not recorde 
until June 23, 1933, after the enactment of the statute, it was dated and delivered 
to the company on January 16, 1933. Title to the Merryman land was cons; 
quently held by the company prior to the enactment of the statute. The delay j 
recording the conveyance could derogate from the title only in favor of an int 
vening claimant from Merryman. Inasmuch as there is no intervening claima 
the conclusion is inescapable that the company possessed, at the time of the pass: 
of the act of Congress, a title to the land which it might convey to the Unit: 
States if the statute so permitted. 

The statute does not prescribe that the Colonial Realty Co. must be th 
beneficial owner of all land to be conveyed to the United States. So far as pert 
nent to this point, it only provides that the company must be able to convey t 
land to the Government. The company is able to do that. 

Ample support for the conclusion that the Merryman land is subject to « 
veyance by the company to the United States under the statute is found 
considerations similar to those which have already been noted in support of t! 
conclusion that the high land is exchangeable. The only land to which the co: 
pany holds title in section 3, T. 40 8., R. 9 E., W. M., is the 320 acres conveyed 
to it by Merryman. Since that section is one of those specifically designated 
the statute it appears that the Merryman land is exchangeable. Otherwise thy 
designation of that section by the statute would be meaningless. Also, if the 320 
acres of Merryman land is not exchangeable, then the statutory approximation of 
1,320 acres is far wide of the mark. Consequently it is my opinion that. the 
statute clearly contemplates that the Merryman land is subject to conveyance 
to the United States if it is unproductive and if the title is free from incumbranee 
It is also my opinion, since the language of the statute is directory and mandatory 
as regards the Secretary of the Interior, that mandamus might lie to compel th 
Secretary to issue a patent to land in exchange for so much of the Merryman lar 
as is unproductive and as is offered to the United States free of encumbrance 

Numerous ditches for the carrying of irrigation and drainage water cross th: 
land offered to the United States by the company. Those ditches were con- 
structed and are operated by the United States for the purposes of the Klamat! 
project. In some instances the Government owns the fee to the strips of land 
on which the ditches are placed, in other instances the Government holds only 
an easement, and in still other instances the land is occupied only by license and 
without any instrument granting a right to the land or its occupancy. Obviously 
the company cannot convey to the United States the land already owned in fe« 
by the United States, nor can it be entitled te receive a patent for other land i 
lieu thereof under the terms of the statute. A more difficult question is presented, 
however, concerning the land in which the Government holds only an easement 
for ditches. In my opinion that land can be conveyed to the United States for 
the purpose of the exchange. Although the easements unquestionably ar 
incumbrances, they are not incumbrances which will affect the title held by th 
United States. That follows from the fact that the easements are held by the 
Government and will be extinguished by merger with the fee estate when the 
conveyance is made by the company. Consequently the statutory requirement 
that the company must convey to the United States a title free from incumbrance 
does not militate against the acceptance by the Government of the land over 
which it now holds an easement for ditches. If, however, the Government is 
to convey to the company the entire estate in the lieu lands the exchange will not 
be one of equivalents inasmuch as the company, for the purpose of the exchange, 
is not conveying to the United States the entire interest in that portion of the 
base lands which is covered by ditch easements. But the Government is not to 
convey the entire estate in the lieu lands. In accordance with the provisions of 
the act of August 30, 1890 (26 Stat. 371, 391), rights of way for canals and ditches 
will be reserved in the patent issued to the company. Although there is no present 
ae to construct canals or ditches on the lieu land selected by the company, the 

Jnited States will reserve that right and may, in the future, elect to use it. In 
those circumstances the exchange is actually one of equivalents even though the 
United States now holds an easement for ditches on a part of the land to be 
conveyed to it by the company. Consequently it is my opinion that the land 
over which the Government has easements for ditches can be conveyed by the 
company for the purpose of the exchange. 
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Those lands eecupied by Government ditches for which the United States 
olds no instrument of title are also subject to conveyance to the United States 
if otherwise they meet the requirements of the statute. At most, the interest of 
e United States in those lands is that of a licensee under a parole and revocable 
license. No legal right of continuous tenure exists as against the owner of the 
land. Thus it is manifest that the existence of the Government ditches in such 
circumstances has no pertinence to the question of the exchang: ability of the 
land. 
With the foregoing propositions in mind, as well as the basie provisions of the 
tatute that all unproductive land is exchangeable and that if more than 50 
reent of any legal subdivision is unproductive the entire subdivision is ex- 
changeable, a table has been prepared showing the acreage, classification, and 
acceptability of the land offered to the United States by the Colonial Realty Co. 
hat table is attached to this opinion and is, I believe, sufficiently self explanatory 
quire no further detailed comment. ‘The acreage figures are those contained 
e files of the Klamath project oftice of the Bureau of Reclamation rhe 
issification is that prepared by Dr. Powers, a soil scientist of the Oregon State 
College, who was designated by Commissioner Mead as an able and disinterested 
sxpert on whose report the Secretary of the Interior might reiv in determining 
at lands are unproductive as he is required to do by the statute Che classi 
ation of lands used by Dr. Powers corresponds to that traditionally used by 
e Bureau of Reclamation. Classes | to 4, inclusive, embrace productive lands 
aving varying degrees of productivity. Classes 5 and 6 embrace unproductive 
ands, those in class 6 being considered as permanentiy unproductive while those 
class 5 are considered as having a possibility of being productive at some future 





() time. In my opinion lands of class 5 as well as those of class 6 are exchangeable 
f nder the statute because of their present character, and they have been so 
treated in the attached table. It is also my opinion that the areas designated 
f as acceptable in the table have been properly designated and that they are 


igible for conveyance to the United States in exchange for an approximately 
iivalent area of land in the Tule Lake division of the Klamath project in 
( accordance with the terms of the act of March 23, 1933, supra. The total area 
hangeable is 1,202.9 acres. 
he deed already tendered to the United States will have to be revised to 


f exclude those lands which are not acceptable. So that the lands which are 

acceptable may be appropriately described by legal subdivisions and by aliquot 
I parts of legal subdivisions I recommend that the file in this case and a copy of 
d this opinion be referred to the General Land Office for further action, looking 
V toward the completion of the exehange in accordance with this opinion. A 
d opy of Dr. Powers’ classification report is included in the file and will serve to 
j identify as ‘ar as possible the particular areas designated in the attached table 
‘ as acceptable. In identifying those areas with particularity it is to be borne in 
I nind that, by the terms of the statute, the expense of additional surveys is to be 
1, avoided. 

\s to the lieu land to be selected by and patented to the Colonial Realty Co 
ir the General Land Office should enforce the conditions expressed in Acting Com- 
‘ missioner Walters’ attached letter of January 29, 1936, concerning the location 
f of that land and concerning the limitation on the height of protective dikes which 
f is to be designated in the patents as a restrictive covenant running with the land. 
rhe patent should also contain a provision saving the United States harmless in 
t the event that damage is caused to the patented land by reason of flooding or 
e overflow from the adjoining sump. Similar provisions limiting the height of dikes 
T and saving the United States harmless should be inserted in the water right 
is contract to be executed between the Government and the company to secure a 
i water supply for the lieu lands. That contract should be executed prior to the 


issuance of the patent and should subsequently be entered on the local land 
€ records. 





0 Pi 

of 

s There remains for consideration the question of the validity of the title Feld 

it by the Colonial Realty Co. to those lands which have been found to be exchange- 

‘ able. 

hi The Colonial Realty Co. took title to the lands deseribed in the deed, other 
than those lying in sec. 3, T. 40 S., by a deed dated August 15, 1917, in which 

, one H. R. Reynolds was the grantor. The realty company took title to the 

d lands described in the deed as lving in sec. 3, T. 408., by a deed dated January 16, 

e 1933, recorded June 23, 1933, in which Harold C. Merryman and his wife were 


H. Rept. 1352, 83-22 
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the grantors. The several titles have been examined as of the date of certification 
of the eight abstracts submitted, it appearing that ‘‘title in fee, free of incum. 
brance’”’ was then vested in the Colonial Realty Co. subject only to the defects 
and incumbrances discussed below. 

Title is defective first in that the realty company has no paper title to the 
E% SEX sec. 21, T. 39 8. This tract, although owned by H. R. Reynolds, was 
omitted from his conveyance to the realty company in 1917. Mr. Reynolds is 
no longer living. It will be necessary, therefore, to secure a quitclaim deed from 
his heirs or devisees. This quitclaim deed should run to the realty company 
and the abstract should show the probate proceedings establishing the right of 
the grantor named in such deed. 

A further objection to the title is raised because insufficient information appears 
concerning a certain mortgage. On September 16, 1916, Charles C. Worden 
and his wife conveved 1,142 acres of land to H. R. Reynolds. The deed included 
approximately 1,100 acres of the land now in question (see abstract No. 2, p. 7), 
This deed recites that the land is subject to a $2,000 mortgage given by one 
Harris to one Moorland and that the grantee Reynolds assumed to pay it 
(Abstract No. 7, pp. 29 and 30). It does not appear whether this mortgage is 
of record, but since there is notice by way of recital in an instrument on which 
the United States must rely for its title, the failure to record will not be a sufficient 
answer to defeat the mortgagee if he still has in fact a valid claim. This is a well 
recognized principle of law and, although I have found no decision by an Oregon 
court dealing with unrecorded mortgages, an accord with the general rule is 
indicated by a decision dealing with an unrecorded deed where notice thereof 
other than by record was held sufficient. Jennings v. Kiernan (55 Pac. 443 
(Oregon).) It will be necessary, therefore, to show with respect to this mortgage 
that it is satisfied, or that it does not affect the land in question, or that further 
action thereon is barred by the 10-year statute of limitations relating to mort- 
gages. If the statute of limitations is relied on, it will be necessary only to show 
that the statutory period has run since the maturity of the obligation secured by 
this mortgage. 

A defect also exists in the title to the NE4% NE sec. 28, T. 39 S., part of which 
is exchangeable. On March 14, 1919, the realty company contracted to convey 
this tract, with other land, to the Cooperative Realty Co. On December 21 
1920, the Cooperative Realty Co. released its right under this contract, but the 
release does not cover the NE%4 NE sec. 28 (abstract No. 4, pp. 62 and 63). 
Either a release must be secured, or it must be shown that further action on this 
contract is barred by the 5-year statute of limitations applicable thereto by 
showing that more than five vears have elapsed since the maturity date of the 
last payment provided for by the contract (sec. 63-137, Oregon Code Annotated, 
1930). 

In addition to the foregoing defects, it appears that there are defects also 
affecting title to “west 21.39 acres of NE}4 SE of sec. 20” and lot 3 of sec. 28, 
all in T. 39 8S. These areas, however, are not exchangeable, as is indicated by 
the attached table, so the defects are disregarded here. 

Taxes are shown by the abstracts to be unpaid for several years down to and 
including 1932, but tax receipts have been submitted covering all county and 
State taxes thus shown as unpaid, except two items totaling $18.48 due for the 
vears 1909 and 1910 affecting that part of the land lying in T. 39S. In addition, 
there are such taxes as have been assessed since the dates of certification of the 
abstracts. As of the date of the recording of the deed to the United States, it 
will be necessary for the grantor to show that all such taxes have been paid. 

The abstracts show further that irrigation assessments for the years 1922 to 
1925, inclusive, affect that portion of the land lying in T. 40 8., but these are now 
satisfied as shown by the stipulation for dismissal of the suit of the Klamath 
Irrigation District v. Merryman et uz., a suit instituted for the purpose of collecting 
such assessments. In like manner, irrigation assessments for the years 1920 to 
1924, inclusive, covering lands lying in TF: 39 8., have been satisfied as shown by 
the satisfaction of judgment executed by the parties in the suit of Klamatl 
County v. The Colonial Realty Company. It appears, however, that the instru- 
ments covering the settlement of these suits are yet to be entered of record. 
Before this transaction is completed, such instruments must be recorded and this 
fact must be shown in the abstract. In addition, the land lying in T. 39 S. is 
shown as subject to irrigation assessments in the sum of $14,093.95, for the years 
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1925 to 1982, inelusive. The land lying in T. 40 8S. is not shown by the abstract 
as having been assessed for these years, but other papers in the file indicate that 
such assessments have been made. The Klamath Irrigation District has executed 
releases covering these assessments, but these releases are not to become effective 
undid after credit has been given to the district by the United States for the sum 
of $41,627.48, together with interest thereon from December 18, 1933. Provision 
for such credit to the district is made by the act of June 14, 1933 (48 Stat. 1300), 
but. it does not appear that the sum which the district asks to be credited to it 
has been approved by the Bureau of Reclamation. Inasmuch as the irrigation 
district has conditioned its release of the assessment liens on the land on the 
cranting of eredit to it by the United States, and inasmuch as the law requires 
that the title of the realty company be free of incumbrance when conveyed to 
United States, it will be necessary to have this credit approved and passed 
to the district before the deed to the United States can be accepted. It must 
yppear by the abstract as of the date of the recording of the deed to the United 
States that no taxes or irrigation assessments of anv kind are ae or exigible. 

Attention is further directed briefly to other title matters which might give 
rise to some question but which have been disposed of satisfactorily by evidence 

)t appearing in the abstracts. 

First of these are two unreleased oil and mineral rights leases affecting that part 
of the property lying in T. 39 S.. These were executed by the realty company 
on May 11, 1922, in favor of one John Stanton, one to run for 5 vears and as much 
longer as oil or gas was produced in Klamath County within 100 miles of the land, 
and the other to run for as long as oil or gas was found in paying quantitie s,ifa 
well was commenced by May 11, 1927. Both leases have expired and affidavits 
showing that no oil or gas has been produced in paying quantities within 100 
miles of the land have been submitted. These affidavits are corroborated by a 
report prepared by the Geological Survey. The affidavits and the report are 
accepted as sufficient proof that the conditions on which the lessee’s continued 
right was contingent do not exist and that, therefore, the lessee has no further 
right in this land. 

Further, there appears an unreleased mortgage executed on March 6, 1877, by 
one John Fritz securing a note payable September 6, 1877, covering lots 1 to 9 in 
sec. 21, T. 39S. On November 9, 1900, in a partition suit involving most of the 
land in question, costs in the sum of $209.72 were assessed as a lien on the land. 

This lien does not appear to have been paid. Both the unreleased mortgage 
and the unpaid lien may, however, be disregarded because of applicable 10-year 
statutes of limitations governing each case (sees. 54-112 and 1—203, Oregon Code 
Annotated, 1930). 

The deed tendered by the Colonial Realty Co. describes 1,414 acres of land, 
but it makes no mention of rights-of-way of any kind. It is not essential that the 
rights-of-way be described in the deed with particularity, nor even that they be 
excepted from the operation of the deed by general language. Since, however, 
the deed must be changed to exclude certain unexchangeable land, to avoid any 
possible question as to whether any of the existing rights-of-way constitute a 
breach of the warranty in the deed, ‘T suggest that a clause be inserted excepting 
by general language existing rights-of-way from the operation of the deed. No 
further mention of rights-of-way is made here inasmuch as they have been previ- 
ously discussed and are taken into account in determining the net exchangeable 
area in the attached schedule. 

The deed is properly executed and is accompanied by papers showing that the 
necessary corporate action was taken to authorize its execution. A corrected 
deed executed in the same manner will be acceptable and should be recorded when 
all the title requirements and other adjustments have been made in accordance 
with this opinion. Thereafter the abstracts must be extended to cover the date 
of this recording and must be recertified as of that date showing indefeasible fee 
title, free of any incumbrances whatsoever, vested in the United States. 

Respectfully, 
(Sgd.) NatHan R. Marco tp, 
Solicitor. 

Approved and referred to the General Land Office for further action February 
27, 1936. 

(S¢gd.) CHARLES WEsT, 
Acting Secretary of the Interior. 
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DEPARTMENT OF THE INTERIOR, 
Bureau or RECLAMATION, 
Washington, February 24, 1936, 

Memorandum for the Secretary. 
Subject: Exchange of lands with the Colonial Realty Co.—Klamath project 

1. Reference is made to my memorandum of January 29 upon the foregoing 
subject. 

2. Asa result of the request of Mrs. Reynolds for reconsideration of the matter, 
it is desired to amend paragraph 3 (b) of the memorandum to read as follows 

“(b) Operation and maintenance charges are to be identical with such charges 
to the Tule Lake homestead lands, except that an annual reduction in the com- 
pany’s operation and maintenance charges will be made due to the fact that de- 
livery of water is to be made at one place for the company’s entire holding of some 
1,200 acres, whereas in the case of the other lands of the Tule Lake division de- 
liveries are to be made to each farm unit. The annual amounts of such reduction 
will be conclusively determined (a) by the Secretary of the Interior during th: 
time when the United States is operating and maintaining the portie:. of the 
Klamath project in which the company’s lands lie and (b) by the proper organiza- 
tion of the landowners during the time when the organization is operating such 
portion of the project. If the flooding of the company’s land in any year from 
its use for sump purposes should result in the non-use of irrigation water thereon, 
an appropriate credit (the amount of which is to be conclusively determined by 
the Secretary or proper organization officer as above) will be allowed the company 
on its operation and maintenance charges for such year, but the company’s con- 
struction charge indebtedness will not be affeeted by such use of its land for sump 
purposes, and the company is to release the United States and such organization 
and their agents and employees from all claims due to the flooding of the land 

R. F. WATER, 


Acting Commissioner. 


DEPARTMENT OF THE INTERIOR, 
BuREAU OF RECLAMATION, 
Washington, January 29, 1936. 
Memorandum for the Secretary: 
Subject: Exchange of lands with the Colonial Realty Co. 

On September 19, 1935, you addressed a communication to Dr. Mead with re- 
gard to the Colonial Realty Co. situation, from which the following is quoted: 

‘You are authorized to proceed in cooperation with the office of Solicitor, to 
a final disposition of the Colonial Realty Co. matter, in accordance with existing 
law and in the light of the best interests of the United States.” 

On receipt of this communication he conferred with the Colonial Realty Co. and 
it was agreed that in order that proper consideration be given to any additional 
information either as to law or fact disclosed by the hearing before Mr. Frank C, 
Wright that this matter be referred to Mr. C. H. Carter of the Bureau of Recla- 
mation and Mr. F. K. Kirgis of the Solicitor’s office. 

These gentlemen have reached the conclusion, after full consideration of the 
facts disclosed at the hearing and additional information contained in the files 
of this Bureau, that the areas shown on the accompanying schedule as exchange- 
able are eligible for exchange under the provisions of the act of March 23, 1933. 
The schedule is based primarily on the classification made in 1935 by Prof. W. L 
Powers, who is considered well qualified as a soil scientist. These conclusions 
were concurred in by Dr. Mead and he recommended their acceptance by the 
United States 

The Colonial Realty Co. has made a tentative selection of lieu lands in sections 
5, 6, 7, and 8, T. 47 N., R. 4 E., M. D. B. and M., California, Tule Lake division 
of the Klamath project. It is agreed that patent be issued to the Colonial Realty 
Co. conveying an approximately equivalent area of land of the above selection, 
subject to the following conditions: 

1. The selected lands shall be retained in the sump area of Tule Lake by limiting 
the top of the protective dikes to elevation 4039, which is 2 feet below the top of 
the Tule Lake dike protecting the homestead lands. This stipulation would 
result in flooding the lieu lands to protect the homestead lands in case of excessive 
runoff and it appears necessary to make reservations in the patent to adequately 
protect the United States from damages resulting from such flooding. 

2. The Colonial Realty Co. has submitted a selection of approximately 1,400 
acres, which leaves a strip of land approximately 60 rods wide between the east 
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boundary of the tentative selection and the present dike. This feature is objec- 
tionable to the United States. The applicant has therefore agreed to prepare 
a new selection, the boundaries of which shall extend to the borrow pits adjacent 
to the present dikes on the north and east of the lieu lands. 

3. Water for irrigation will be delivered at the present end of the J—1 lateral 
near the northwest corner of the lieu lands. For this water the following charges 
are to be made: 

(a) A water right necessary for beneficial use at $34 per acre, payable in 
equal annual payments over a period of 40 years. This amount is the same 
as is charged sump lands supplied water from the same lateral. 

(b) Operation and maintenance charges are to be identical with sueh 
charges to the Tule Lake homestead lands; this charge being announeed 
each year by the Secretary of the Interior. 

1. All ditches, drains, and dikes necessary for irrigation, drainage, and proteetion 
of the lieu lands lying within the sump area shall be constructed and maintained 
by the owners of said land. 

R. F, Waiter, Acting Commissioner. 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SOLICITOR, 
Washington 25, D. C., January 19, 1949. 
Memorandum to: The Secretary 
From: The Silicitor 
Subject: Colonial Realty Co. exchange. 

In a letter dated June 25, 1948, Senator Morse requested that the Department 
answer @ list of questions which he enclosed and which concern an exchange of 
lands by the Colonial Realty Co. pursuant to the acts of March 23, 1933 (48 Stat. 
1295), and June 14, 1933 (48 Stat. 1300). The questions are discussed below 

Question No. 1.—Of the lands tendered by Colonial to the Interior Department 
on or about October 31, 1933, what acreage theretofore had been classified as 
seeped and unproductive pursuant to any examination conducted by or under 
the authority of the Department (by land classification board action of 1932 or 
otherwise) ? 

The Bureau of Reclamation states that: ‘It would appear that of the lands 
tendered by Colonial Realty Co. to the Interior Department on or about October 
31, 1933 in the total acreage of approximately 1410.8 acres, 626 acres represented 
lands which had been classified as nonproductive in the Klamath Project Land 
Classification Board Report of December 1, 1932, approved by the Secretary on 
January 13, 1933; another 462.6 acres represented lands that had never been 
classified as irrigable, of which 280 acres were outside the project.” 

Question No. 2.—Did not the Solicitor of the Department on or about February 
10, 1934, render an opinion (M—27613) holding that all lands so tendered were of 
the kind which the private relief acts of March 23 and June 14, 1933 (48 Stat. 
1295, 1300) authorized to be exchanged? 

The answer to this question is in the affirmative. However, the deed referred 
to in the Solicitor’s opinion of February 10, 1934, was not accepted by the Depart- 
ment. An explanation of what subsequently occurred appears in a letter dated 
December 18, 1941, from the Acting Secretary of the Interior to Walter J. Cahill, 
attorney for the company, as follows: 

“On February 24, 1934, all proceedings based on the February 10, 1934 opinion 
of the Solicitor and the February 12, 1934 letter of the First Assistant Secretary 
were stopped at the request of the Acting Director of the Division of Investigations. 

“Then followed investigations and studies of various phases of the proposed 
exchange. These included a study in April 1935 of the lands proposed to be 
conveyed by the company for the purpose of determining whether they were 
seeped and unproductive. On September 19, 1935, the Secretary of the Interior 
advised the Commissioner, Bureau of Reclamation, as follows: ‘You are authorized 
to proceed, in cooperation with the Office of the Solicitor, to a final disposition of 
the Colonial Realty Co. matter in accordance with existing law and in the light 
of the best interest of the United States.’ 

“On February 27, 1936, the Acting Secretary approved an opinion of the Solicitor 
in which it was determined that 1,202.9 acres of the lands offered by the Colonial 
fealty Co. were ‘seeped and unproductive’ within the meaning of the act of 
March 23, 1933, supra, and, therefore, exchangeable under that act, and that 
208.6 acres of offered lands were not of the character prescribed as exchangeable 
The number of acres of acceptable lands was subsequently reduced to 1,191.35 
acres by the elimination of certain railroad rights-of-way In accordance with 
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this determination the Colonial Realty Co., by deed dated May 2, 1936, conveyed 
the 1,191.35 acres of land to the United States. On October 20, 1936, patent 
issued to the Colonial Realty Co. covering the selected lands, 1,190 acres in secs. 5, 
6, 7, 8, 17 and 18, T. 47 N., R. 4 E., M. D. M., California. 

‘In your letter and brief you raise objections to the ‘proceedings as had’ and 
request ‘rectification thereof.’ 

“At the outset it should be stated that the Acting Secretary’s determination of 
February 27, 1936, together with the issuance of the October 20, 1936 patent to 
the company and its acceptance, constituted a final disposition of the exchange 
authorized by the act of March 23, 1933, supra, and as such, there being no allega- 
tion of fraud or duress, it is doubtful that authority exists to revise or modify the 
determination. Michigan Land and Lumber Co. v. Rust (168 U. 8. 589, 598, 599): 
Wilbur v. Burley Irrigation District (58 F. (2d) 871); Lomaz v. Pickering (173 U.S. 
26, 31); Garfield v. United States ex rel. Goldsby (30 App. D. C. 177, 183); Moore vy. 
Robbins (96 U. S. 530); Noble v. Union River Logging Railroad (147 U. 8S. 165): 
United States v. Schurz (102 U.S. 378); Lane v. Watts (234 U. 8. 525.) 

“Your contentions, however, have received careful consideration and it is be- 
lieved that they are without merit.” 

A copy of the letter of December 18, 1941, to Mr. Cahill was transmitted to 
Senator Morse with the letter dated May 5, 1948 from the Secretary. 

Question No. 8.—In what respects, if any, had Colonial failed, at the time of 
such tende1, to comply with all obligations placed upon it by such private relief 
acts as a condition precedent to its right thereunder to obtain lieu lands? 

As stated in the Solicitor’s opinion M 28305, dated February 27, 1936, and ap- 

proved by the Acting Secretary on February 27, 1936, certain title defects existed 
in respect to the lands offered by the company, and some of the lands were found 
unacceptable under the terms of the act of March 23, 1933. 
_ Question No. 4.—Does not the legislative history of those acts (and companion 
measures before the Congress), including reports made thereon by the Department, 
show a congressional intent that all of the lands which in fact were so tendered 
were to be regarded as subject to exchange under such acts? 

Such legislative history as there is merely indicates that 1,420 acres of land 
might possibly be exchanged. No report by the Department on S. 156, 73d 
Congress, the bill which became the act of March 23, 1933, has been found. 
But in reports on bills in the 72d Congress (H. R. 14127; H. Rept. No. 1965; 
8S, 5382; S. Rept. No. 1159) which contained provisions identical to those com- 
prising section 1 of the act of March 23, 1933, the Secretary transmitted, and con- 
curred in memoranda from the Commissioner of Reclamation which stated in 

art: 

" ‘The general purpose of the bill is indicated by its title. The facts upon which 
the bill is predicated are as follows: The lands described are located within the 
boundaries of the Klamath irrigation district of the Klamath project in Oregon- 
California. These lands were originally classified as irrigable from the works of 
that project. On account of seepage, unfavorable topography, and other condi- 
tions, it has now been demonstrated that the lands, or the greater part of them, 
are not suitable for cultivation. It is accordingly proposed that these lands be 
conveyed by the Colonial Realty Co. to the United States and that in exchange 
for them the company will be permitted to take an equivalent amount of land in 
the Tule Lake division of the same project. This arrangement is provided for in 
section 1.’’ (Italics supplied.) 

Similar language appears in the Department’s report on the bill which became 
the act of June 14, 1933 (S. 1536, S. Rept. No. 95, i Rept. No. 198, 73d Cong.). 

Question No. 5.—Did not the express language of such acts negative construc- 
tion to the effect that any new examination of such lands was authorized? 

This question was answered in the letter of December 18, 1941 to Mr. Cahill, 
referred to in the answer to question 2 above, as follows: 

“You contend that the act of March 23, 1933, supra, did not confer on the 
Secretary of the Interior the authority to make a future determination of the 
character of the lands to be conveyed to the United States by the Colonial Realty 
Co., but required the employment by the Secretary of a classification theretofore 
made by the Secretary in January 1933, in connection with the Klamath project. 
You concede, however, that if any of the land specifically identified in the act of 
March 23, 1933, had not been classified at the date of the act, your contention in 
this regard is invalid. The act specifies sections 33 and 34, T. 39 S., R. 9 E. 
The lands owned by the Colonial Realty Co. in these sections are the NE% NE 
sec. 33, and the W4%4 NW sec. 34. These lands are not within the Klamath 
project area, were not included in the 1933 classification, and consequently had 
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not been classified at the date of the exchange act. The fact that all of the lands 
specified in the exchange act had not been classified was called to the attention 
of Congress by the Secretary in his reports on the bill, which later became the act 
in question, to the Senate and House Committees on Irrigation and Reclamation. 
In these reports it was stated that ‘the lands, or the greater part of them, are not 
suitable for cultivation.’ 

“Aside from this conclusive point, it is clear that the exchange act contemplated 
a future determination of the character of the offered lands. It authorized the 
exchange by the Colonial Realty Co. of seeped and unproductive lands ‘as deter- 
mined by the Secretary of the Interior.’ It is well settled that ‘words in a statute 
ought not to have a retrospective application unless they are so clear, strong, and 
imperative, that no other meaning can be annexed to them, or unless the inten- 
tion of the legislature cannot be otherwise satisfied.’ United States v. Burr 
(159 U. S. 78, 82, 83.) In this case the words ‘imported’ and ‘withdrawn’ were 
not given a retrospective application even though admittedly in the past tense. 
In State v. Cedar Grove Refining Co., (178 La. 810, 152 So. 531), following this rule, 
it was held that ‘as defined by law’ did not mean ‘as already defined by law.’ 

“The conclusion that the act provided for a prospective determination is in 
complete accord with the general context of the act. he fundamental purpose 
of the act was to authorize the consummation in the future of an exchange of 
lands. The determination, which the act also authorized, is an essential element 
of the exchange consummation and must accordingly be a prospective, or future 
determination. 

‘Your contention that the exchange act specifically required a recognition of 
1,420 acres of land as exchangeable is without merit. The act did specify ‘ap- 
proximately one thousand four hundred and twenty acres,’ but it provided that 
they must be seeped and unproductive and left the determination of the actual 
acreage to the Secretary of the Interior.” 

(Question No. 6.—Did not title to all lands so tendered by Colonial pass to the 
Department through the Secretary’s adoption of the Solicitor’s opinion numbered 
M 27613 and the proceedings upon which it was based? 

This question was answered in the letter of December 18, 1941 to Mr. Cahill, 
as follows: 

“Your second contention is that, assuming Congress intended the act to refer 
to a prospective determination of the character of the offered lands, such a de- 
termination was made by the First Assistant Secretary’s approval of the Solicitor’s 
opinion, M 27613, on February 10, 1934, and the Secretary was thereafter without 
authority to change this determination. The basis of this contention is the prin- 
ciple, heretofore referred to, that where the head of a department is authorized to 
render a final decision, the rendition of that decision deprives him of his successors 
in office of all further jurisdiction over the subject matter. ; 

‘This legal principle is not applicable in this case to make final the determination 
made by the approval of the Solicitor’s opinion on February 10, 1934. ; F 

“The February 10, 1934 approval clearly did not purport to be a fina! disposi- 
tion of the proceeding. It was recognized that further steps would be necessary 
and that, as provided in the exchange act, the final act wov!d be the issuance of @ 
pstent. Under well established law, until the actual issuance of a patent and the 
consequent passing of legal title, the matter remained within the jurisdiction of 
the Department and was subject to such reconsideration and revision as the 
Secretary deemed it necessary to exercise to perform properly the duty imposed on 
him by the exchange act. The ‘power of the department to inquire into the extent 
and validity of the rights claimed against tne Government does not cease until 
the legal title has passed.’ Michigan Land & Lumber Co. v. Rust (168 U.S. 589, 
593, 592-594) ; Brown v. Hitchcock (173 U. S. 173); Knight v. Lane (228 U. 8. 6.). 

“It is evident, therefore, that the Secretary acted within his authority in 
reconsidering and revising the views expressed in the Solicitor’s opinion which was 
approved by the First Assistant Secretary on February 10, 1934.” 

Question No. 7.—What facts and circumstances led the Department to conduct 
- investigation of the Colonial Realty Co. (or any officer or representative 
thereof)? 

The Bureau of Reclamation states that: “The report, dated June 30, 1934, of 
Special Agent O. H. Brinkman of the Department’s Division of Investigations 
states that ‘complaint was made to the Secretary of the Interior by an anonymous 
letter that Private Laws 2 and 12, 73d Congress, involved fraud against the 
Government by the Colonial Realty Co., and the crediting of the company with 
irrigation charges paid. The files also contain protests against the legislation by 
American Legion local and State organizations on the ground that the land to be 
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deeded to the company in exchange is that to which veterans are entitled to 
preference in allotments’.”’ 

Question No. S.—What conclusions were reached by the Department as 4 
result of such investigation? 

In a letter dated September 19, 1935, the Secretary of the Interior informed the 
Commissioner of Reclamation that: 

“On the recommendation of Mr. Frank C. Wright, who at my request, has 
inquired into tne charges arising out of an investigation into the proposed exchenge 
of lands between the United States and the Colonial Realty Co., I have dismissed 
the charges and sustained vour protest against permitting the reports and papers 
concerning the investigation to become a part of the permanent files of the 
Department.” 

Question No. 9.—By what authority did the Department thereafter conduct 
new examinations of the lands so tendered by Colonial for the purpose of deter- 
mining their character? 

A new examination of the lands tendered by the company was made pursuant 
to the act of March 23, 1933, which required the Secretary of the Interior to de- 
termine which of the lands offered by the company were ‘‘seeped and unproductive 
lands.”’ This question was, in effect, answered by that portion of the letter of 
December 18, 1941, to Mr. Cahill which is quoted under question No. 5 above 

Question No. 10.—What action (stated chronologically) was taken by the De- 
partment after October 31, 1983 to determine the character of the lands so 
tendered by Colonial, and by what procedure was such action taken? 

The Bureau of Reclamation has furnished the following information: 

“March 30, 1935: Letter from Commissioner to W. W. Johnston, Bureau 
employee, directing him to make a classification of the lands. 

“March 30, 1935: Letter from Commissioner to Prof. W. L. Powers, member of 
the Land Classification Board of 1932, directing him to make a classification of 
the lands, 

“April 11, 1935: Report of Reclamation Economist W. W. Johnston to the 
Commissioner. 

‘April 16, 1935: Memorandum from Commissioner to Solicitor enclosing copies 
of the Johnston report. 

‘April 30, 1935: Letter from W,. L. Powers to Commissioner enclosing Powers’ 
classification of the lands. 

“May 4, 1935: Memorandum from Commissioner to Solicitor enclosing 
Powers’ report and stating ‘you will recall that this report and one by W. W. 
Johnston were requested at the suggestion of Mr. Wright.’ 

“November 11, 1935: Memorandum from Commissioner to Solicitor stating 
that ‘in compliance with the authorization contained in the Secretary’s letter of 
September 19, 1935, I designated Mr. C. H. Carter of this Bureau to cooperate 
with Mr. F. K. Kirgis of your office in the preparation of a report recommending 
the manner in which the exchange of lands with the Colonial Realty Co. should 
be carried out. There is being transmitted herewith Mr. Carter’s conclusions, 
which are submitted for consideration by Mr. Kirgis. Mr. Carter’s recommenda- 
tions are based largely on the classification made by Prof. W. L. Powers in 1935, 
This appraisal was made at the suggestion of Mr. Wright to determine which lands 
offered by the Colonial Realty Co. come within the purview of the Act of March 
23, 1933.’ 

“January 29, 19836: Memorandum from Commissioner to Secretary wherein it 
is stated that the Commissioner ‘conferred with the Colonial Realty Ce. and it 
was azreed that in order that proper consideration be given to any additional 
informs.tion either as to law or fact disclosed by the hearing before Mr. Frank C. 
Wright that this matter be referred to Mr. C. H. Carter of the Bureau of Reclama- 
tion and Mr. F. K. Kircis of the Solicitor’s office. These gentlemen have reached 
the conclusion, after full consideration of the facts disclosed at the hearing and 
additional information contained in the files of this Bureau, that the areas shown 
on the accompanving schedule as exchangeable are eligible for exchange under the 
provisions cf the act of March 23, 1933. The schedule is based primarily on the 
classifice.tion made in 1935 by Prof. W. L. Powers, who is considered well qualified 
as 2, soil scientist. These conclusions were concurred in by Dr. Mead and he 
recommended their acceptance by the United States.’ 

“February 27, 1936: Solicitor’s opinion M 28305 wherein it is stated that the 
deed covering land tendered for exchange by the Colonial Realty Co. describes 
1,414 acres of land; that the total area exchangeable is 1,202.9 acres; that the deed 
will have to be revised to exclude those lands which are not acceptable; and that 
certain defects of title, among which were irrigation district assessments, must be 
cleared before the deed can be accepted 
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“February 27, 1936: Solicitor’s opinion M 28305 approved by. the Acting 

cretary and referred to the General Land Office for further action.’ 

Question No. 11.—Assuming such new examination to have been authorized by 
law, Was not any such new examination required by law to be made by land 
classification board action? 

This question was, in effect, answered in the letter dated September 5, 1944, 
to Senator Glass, as follows: 

“The second question is, ‘Is not the method and procedure for determining the 
proper classification of such lands prescribed by the act of May 26, 1926; as 
amended?’ The act of March 23, 1933, makes no reference to the act of May 25, 
1926 (44 Stat. 636), which I believe, is the act intended to be cited instead of the 
act of May 26, 1926. The act providing for an exchange of lands between the 
Colonial Realty Co. and the United States calls for a determination by the Secre- 
tary of the Interior of seeped and unproductive lands. 

‘The act of May 25, 1926, authorizes the remission of charges against per- 
manently uproductive land and the suspension of charges against lands classed 
as temporarily unproductive. The act of June 23, 1932, amending the above 
act, authorized the Secretary of the Interior to reclassify lands in classes 1, 2, 3, 
or 4into classes 5or6. The act of May 25, 1926 gave no discretion to the Secre- 
tary as to the classification of land, except as to those classed as temporarily 
unproductive. Neither the 1926 act as to temporarily unproductive lands, nor 
the amendatory act of June 23, 1932 prescribed any method or procedure for the 
authorized determinations. The act of March 23, 1933 also left the method and 
procedure for the determinations thereunder to the discretion of the Secretary. 

“There was a classification of lands made on the Klamath project in January 
1933, in accordance with the provisions of the act of May 25, 1926, as amended, 
but these classifications were made for a different purpose than that of land 
exchange and did not include certain lands within the project tendered to the 
United States by the Colonial Realty Co. and did not include lands outside the 
project; which were also part of the lands exchanged by the Colonial Realty Co. 

“Tt is clear that the exchange act contemplated a future determination of the 
character of the offered lands. It authorized the exchange by the Colonial 
Realty Co. of seeped and unproductive lands ‘as determined by the Secretary of 
the Interior.’ It is well settled that ‘words in a statute ought not to have a 
retrospective application unless they are so clear, strong, and imperative, that 
no other meaning can be annexed to them, or unless the intention of the legislature 
cannot be otherwise satisfied.’ United States v. Burr (159 U. 5S. 78, 82, 88). 
In this case the words ‘imported’ and ‘withdrawn’ were not given a retrospective 
application even though admittedly in the past tense. In State v. Cedar Grove 
Refining Co., 178 La. 810, 152 So. 531, following this rule, it was held that ‘as 
defined by law’ did not mean ‘as already defined by law.’ 

“The conclusion that the act provided for a prospective determination is in 
complete accord with the general context of the act. The fundamental purpose 
of the act was to authorize the consummation in the future of an exchange. of 
lands. The determination, which the act also authorized, is an essential element 
of the exchange consummation and must accordingly be a prospective or future 
determination, the administration of the determination being left to the discretion 
of the Secretary.”’ 

A copy of the letter dated September 5, 1944, to Senator Glass was sent to 
Senator Morse with the letter dated May 5, 1948, from the Secretary. 

Question No. 12.—What notice was given Colonial of such new examination, 
and what opportunity was accorded to Colonial for hearing in the course of such 
action? 

The Bureau of Reclamation states that: “It would appear that numerous 
conferences were held by members of the Bureau and the Department with Mrs. 
M. K. Reynolds representing the Colonial Realty Co. during the period of.the 
new examination, but the record is silent as to formal hearings.” 

Question No. 18.—Did not the private relief acts referred to above, by a fair, 
construction, authorize Colonial to determine the size of the legal subdivisioas, 
of the land to be tendered by it in exchange? 

This question was answered in the letter of December 18, 1941, to Mr. Cahill, 
as follows: 

‘You further contend that in consummating the exchange the Secretary. erred 
in failing to use the legal subdividion descriptions specified by the Colonigas 
Realty Co. in its application and deed. sion A 

“It is true that in classifying the offered lands, in some instances, the. lana 
descriptions used by the company were not adopted and descriptions covering: 
the same lands were substituted therefor which conformed to the Government, 
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land survey description. There is nothing in the exchange act which may }y 
said to direct the use of any particular land descriptions in adjusting the excha: 
The act merely specifies ‘legal subdivisions.’ In these circumstances, it is clea; 
that this matter is left to the discretion of the Secretary of the Interior, the office; 
charged with the administration of the act. Since the descriptions utilized )y 
the Secretary are of legal subdivisions and conform to the Government land 
vey, their employment obviously may not be said to constitute an arbitrary or 
unreasonable exercise of this discretion. 

“Moreover, the changes in the company’s descriptions of the offered lands wer 
designed to reduce such descriptions to the smallest legal subdivisions. | 
was in entire accord with the law. It has been held that when the term ‘legal 
subdivision’ is used in a statute it means the smallest legal subdivision. Hop 
v. Nation (78 Kan. 198, 96 Pac. 77); Greenblum v. Gregory (160 Wash. 42, 294 
Pac. 971). 

“T am of the opinion, accordingly, that the Secretary’s failure to use the land 
descriptions of the company is unobjectionable.” 

Cuestion No. 14.—If the legal subdivisions employed by Colonial in its tender 
had been adopted, what would have been the acreage of the lien [sic] lands to 
which Colonial would have been entitled? 

An examination of the tabulation attached to the Solicitor’s opinion of | 
ruary 27, 1936 (M28305), indicates that the use by this Department. for the 
purposes of classification of the subdivisions deseribed in the company’s deed 
would have altered the result actually reached in three instances only. Quite 
apart from the subdivisions actually-used for classification, in only five instances 
were the lands offered by the company, less rights-of-way, not accepted fo 
exchange. The five instances are numbered in pencil on the tabulation attached 
to the copy of the opinion which is enclosed. 

The total area of the parcels on the tabulation in item No. 1 (under the heading 
“Classification” in the column ‘‘Acres in Classes 1, 2, 3, and 4’’) which were 
classified as nonexchangeable under the 1933 act comprise 64.3 acres, while the 
lands acceptable for exchange comprise 52.1 acres. Consequently, it would 
have made no difference in this instance if the deed descriptions had been used 
as a basis for classification, since more than 50 percent of the land as described 
in the deed was productive and therefore not subject to exchange under the act. 
The same situation exists in respect to the parcels described in item No. 4. 

With respect to the parcels described in items No. 2, 3, and 5, if the descriptions 
im the deed had been used as a basis for classification, an additional area of 59.2 
acres would have been included in the patent from the United States to the 
company. 

In this connection, it may be pointed out that the land described in item No. 2 
had been surveyed by the Department prior to the exchange and that the survey 
had divided the land into lots. Additional surveys would have been necessary 
to identify the E's SEM, Sec. 21, T. 39 8., R. 9 E. The use of 40-acre tracts for 
the purpose of classifying the lands in items Nos. 3 and 5 is explained fully in the 
answer to question No, 13. 

Question No. 15.—Which of the lands tendered by Colonial were accepted 
and which were rejected, by the Department (indicating with respect to each 
category the acreage, legal description, and date of acceptance or rejection)? 

There is attached a memorandum dated September 16, 1948, from the Director 
of the Bureau of Land Management, which answers this question. 

Question No. 16.—Did Colonial (or any duly authorized representative thereof 
at any time accept, in full satisfaction of its claim under the private relief Acts 
referred to above, lieu lands having an aggregate acreage less than that claimed? 

The Bureau of heclamation has furnished the following information: 

‘Under date of April 4, 1936, the Colonial Realty Co., by M. K. Reynolds, 
President, addressed a communication to the Secretary wherein it made appli- 
cation for 1,202.09 acres of public lands in the Tule Lake division of the Klamath 
project. in lieu of lands to be exchanged. By memorandum dated May 13, 1936 
rom the First Assistant Secretary to the Acting Commissioner there was trans- 
mitted a ‘correct list of lands which will be conveved to the United States by the 
realty commpany.’ This list embodied corrections to reflect railroad rights-of-way 
and fixed the total exchangeable area as 1,191.35 acres. On July 27, 1936, there 
was filed with the General Land Office an application addressed to the Secretar) 
by the Colonial Realty Co., executed by its president, M. K. Peynolds, and 
Assistant Secretary Harry Aspery, and duly acknowledged under oath as the 
free act and deed of the corporation, for approximately 1,193.28 acres of in-lieu 
lands. A change in this selection requested by the Bureau of Reclamation was 
refused by the company in an undated letter signed by Mary K. leynolds, 
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president, Colonial Realty Co., addressed to Commissioner Fred W. Johnson of 
the General Land Office and received on September 15, 1936, wherein it was stated, 
in part. ‘I have your letter of September 9th (Sacramento 028897 ‘F’ AM) 
relating to proposed amendment of application in the matter of the application 
of the Colonial Realty Co., for exchange of land in the Klamath Reclamation 
Project authorized by Private No. 2, 73d Congress. I have read report of Super- 
intendent Hayden to the Acting Commissioner of Reclamation dated August 12, 
1936, recommending the selection of land other than that appearing in my appli- 
cation and giving four reasons for his recommendation. The lands recommended 
by Superintendent Hayden for my selection are not in the nature of a choice 
which is our privilege under my act. * * * I appreciate the opportunity to 
consider Superintendent Hayden’s recommendations but for the reasons stated I 
consider my selection of land more advantageous with no disadvantage to the 
Government. Permit me to urge that my Patent deed be issued forthwith inas- 
much as our selection of land has already been approved.’ The change requested 
by the Bureau of Reclamation was not made. By letter of September 29, 1936 
from the Commissioner of the General Land Office to Mrs. Mary K. Reynolds, 
certain adjustments in the company’s application were requested for description 
purposes. By letter reply to Commissioner Johnson of the General Land Office, 
dated October 6, 1936, M. K. Reynolds, president, Colonial Realty Co., stated: 
‘Acknowledging your favor of September 29 last, we beg to advise that the 
Colonial Realty Co. is pleased to amend its application for lands in Tule division 
to now read the E4% E% NE SW Section 7, making the selected land now total 
1,190 acres.’ Under date of October 20, 1936 patent was issued to the Colonial 
Realty Co. for 1,190 acres of land.” 

Questton No. 17.—Stated chronologically, what, if any, protests were made to 
the Department by Colonial (or any representative thereof) with respect to the 
acreage of the lieu lands so tendered by the Department? 

There appears to be no evidence in the files of the Bureau of Reclamation or 
of the Department that any protests were made to the Department by the 
Colonial Realty Co. from the date of the Solicitor’s opinion M28305, February 
27, 1936, until about April 7, 1941, at which time Walter J. Cahill, attorney for 
the Colonial Realty Co., in a letter of that date accompanied by a brief, raised 
certain objections and claims and requested reconsideration of the exchange. 
The Acting Secretary in a letter dated December 18, 1941, denied Mr. Cahill’s 
request for reconsideration. On February 14, 1942, Mr. Cahill requested that 
the Department reconsider the matter. The Acting Secretary in his letter of 
February 20, 1942, denied this request. 

Again, Assistant Secretary Straus in a letter dated August 7, 1944, reported to 
Senator Carter Glass on the status of the exchange. In this letter, it was stated 
that further consideration of the case was unwarranted. By a letter dated Sep- 
tember 5, 1944, from the Assistant Secretary to Senator Giass, certain questions 
set forth in a letter of August 17, 1944, from the Senator were answered. 

On November 22, 1944, Mr. Cahill requested certain information with respect 
to an audit on the amount due on certain credits in the Klamath Irrigation Dis- 
trict. This information was transmitted to Mr. Cahill with a letter from Assistant 
Secretary Straus dated December 28, 1944. 

The Secretary in a letter dated October 26, 1945, to Mr. Cahill in response to 
a letter from Mr. Cahill dated September 7, 1945, again concluded that the 
exchange was in conformity with the 1933 act. 

There was enclosed in a joint letter from Senator Hugh Butler and Senator 
Wayne Morse dated February 12, 1948, a memorandum which asked certain 
questions relating to the exchange. The Secretary in a letter dated May 5, 1948, 
stated that a patent to the company had been issued and that final administrative 
closing of the case was warranted. 

On June 25, 1948, Senator Morse enclosed a list of 20 questions concerning the 
exchange. 

Question No, 18.—What, if any, opportunity was accorded to Colonial for hear- 
ings upon any such protests? 

An extended brief on behalf of the company was filed by Walter J. Cahill on 
April 7, 1941, requesting a “‘rectification’’ of the exchange made with the company. 
There is no record that a hearing was asked in connection with this request. 
Subsequent to the Secretary’s letter dated December 18, 1941, to Mr. Cahill, 
rejecting the contentions made in the brief, Mr. Cahill, in a letter dated February 
14, 1942, requested a reconsideraticn of the matter and an opportunity to discuss 
it with the Acting Secretary. In a letter dated February 20, 1942, the Acting 
Secretary replied in part to Mr. Cahill as follows: 
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“IT do not believe that a further reconsideration of this matter is warranted oy 
indeed, that it would serve any useful purpose. You are advised, according], 
that the request contained in your letter of February 14 must be rejected.”’ 

A review of the Departmental files fails to disclose any request for a hearing j, 
the matter, other than the request made by Mr. Cahill in his letter of February 
14, 1942. 

(Juestion No. 19.—Vor what periods after October 31, 1933, and in what amounts, 
did the Department (a) receive rentals or other credits on account of lieu lands 
selected by Colonial and (b) fail to transfer funds so received to Colonial, or (« 
require the assignment of such rentals or credits by Colonial to the Departm« 
as a condition precedent to the issuance to Colonial of a patent covering lik 
lands? 

The Bureau of Reclamation states that: ‘‘Solicitor’s opinion M27613 of February 
10, 1934, states that ‘the files of the Bureau of Reclamation indicate that th. 
land selected has been leased by that Bureau under a standard form of Govern- 
ment lease. It has been informally proposed that the leases be assigned to the 
Colonial Realty Co. as of the date of the issuance of patent. If that is done the 
least money, which will accrue from the land which has been selected, would be 
a proper credit to the Colonial Realty Co. There is no legal objection to the 
assignment of the leases by the United States at the time of the issuance of 
patent. * * * Under date of October 20, 1936, the Acting Secretary wrote to 
Mrs. M. K. Reynolds, president, Colonial Realty Co., enclosing a copy of the 
determination of credits due the company which had been approved by the 
Secretary on October 7, 1936. That determination contained no reference to 
any credits arising out of the lieu lands. The record is otherwise silent.”’ 

With a letter dated December 28, 1944, to Mr. Cahill, Assistant Secretary 
Straus enclosed ‘‘(1) a copy of the order of accounts and records made in connec- 
tion with the exchange of lands by the Colonial Realty Co., and (2) a copy of 
the determination of the credits for construction charges paid by the Company 
on the lands released.’’ There appears to be nothing else on this point in the 
Departmental files. 

(Juestion No. 20.—What representations, if any, were made after such date to 
Colonial (or any representative thereof) by the Department (or any representative 
thereof) to the effect that Colonial was entitled to or would receive such rentals 
or credits, or any part thereof? 

A search of the Departmental files and the files of the Bureau of Reclamation 
has not revealed any evidence of any representations in that regard. 


Mastin G. Wuirte, Solicitor 


DeEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SOLICITOR, 
Washington 25, D. C., July 20, 1949 

Memorandum to: The Secretary 
From: The Solicitor 
Subject: Colonial Realty Co. exchange 

You have referred to me for consideration letters dated March 24 and May 4, 
respectively, from Senator Morse in connection with an exchange of lands betwee 
the Government and the Colonial Realty Co. 


I 


The letter dated March 24 reads in part as follows: 

‘“* * * Tt is my understanding that the Colonial’s bill for reclassification of al! 
Klamath project lands was passed (amending the act of June 25, 1926) June 23, 
1932. Thereafter, I understand that the land was reclassified by the legally 
constituted Land Reclassification Board; lieu land in exchange for Colonial’s 
ruined land was selected; everything was in order, the Secretary made his deter- 
mination as required by law, that Colonial’s lands were in truth all marginal, the 
selected lieu land was satisfactory to the Government and the Secretary so for 
mally reported to the Congress. 

“Following the above action, the relief bills of March 23 and June 14, 1933 were 
introduced and passed by Congress which authorized the administration of the 
relief bills. 

“Tt seems to me that the Department has consistently evaded an explanation 
of its action in failing to earry out the terms of the legislation approved by the 
Congress, rather than to assume the right of interpretation of such legislation. 










WARY K. REYNOLDS, SUCCESSOR IN INTEREST, COLONIAL REALTY CO. 23 


[It is on this phase of the controversy that I should like the comment of your 
Solicitor, together with a citation of any precedent or law which would justify 
the position of the Interior Department.” 

The Senator’s impression of evasion on the part of the Department apparently 
rests on the premise that the only admissable const: uction of the pertinent legis- 
lation is that contended for by the representative of the Colonial Realty Co 
However, a different view of the meaning of the applicable legislation was taken 

officials of the Department of the Interior at the time of the disposition of 

is matter in 1936. The legal bases of the Department’s action in 1936 were 
mentioned in my memorandum dated January 19, 1949, to you on the subject of 

Colonial Realty Co. exchange.’’ A copy of that memorandum was transmitted 
to Senator Morse with your letter of January 26 

The purpose of the act of June 23, 1932 (47 Stat. 331), which amended section 
14 of the act of May (not June) 25, 1926 (44 Stat. 636, 639), was to permit the 
Secretary of the Interior to reclassify all lands within the Klamath Irrigation 
District and to place in class 5 those lands determined by the Secretary to be 
temporarily unproductive, thereby suspending the payment of construction 
charges assessed against the lands so reclassified The background leading up 
to the enactment of the amendatory legislation was stated as follows in a memo- 
randum dated May 14, 1932, from the Commissioner of Reclamation to the See- 
retary of the Interior, which was incorporated in Senate Report No. 724, 72d 
Congress, on the bill (S. 4614) that later became the act of June 23, 1932: 

‘As a basis for the so-called adjustment act of May 25, 1926 (44 Stat. 636), 
the lands within the boundaries of the Klamath irrigation district were classified 
After the passage of the act the lands were again checked and verified as to classi- 
fication as authorized by section 13 of the act. As result of such checking and 
verification a considerable area of additional land was placed either in class 5, 
temporarily unproductive, or in class 6, known as lands permanently unproductive 
Notwithstanding this action there has been considerable dissatisfaction with the 
result of the classification, it being claimed that lands now classified as productive 
should be placed in the temporarily unproductive class, the charges against which 
are suspended until they shall have been returned to the productive class. Con- 
siderable sums have been expended in drainage in an effort to alleviate conditions 
Notwithstanding the drainage work done, however, there are some additional 
areas against which charges are now assessed by which, according to reports now 
available, should be placed in the unproductive class and the charges suspended 
* * * Should the bill be enacted the lands will be carefully examined with a view 
to having charges suspended only against those lands which are found by the 
Secretary to be unproductive.” 

The reclassification of lands made under the amendatory act of June 23, 1982, 
was not confined to lands held by the Colonial Realty Co. within the Klamath 
Irrigation District. There is nothing in the1932 act or in the legislation history 
of the act which indicates that this legislation was enacted for the purpose of 
providing for the reclassification of the Colonial Realty Co.’s lands so that they 
could subsequently be exchanged with the United States. On the contrary, the 
1932 act was applicable to all the lands in the district, and it related to the sus 
pension of the construction charges assessed against the lands found to be tem 
porarily unproductive. 

However, even if the reclassification of lands that was made under the act of 
June 23, 1932, had been regarded as determinative on the issue of the exchange 
ability of the Colonial Realty Co.’s lands under the private relief bill of March 
23, 1933 (48 Stat. 1295), no substantial change in the Department’s action with 
respect to the consummation of the exchange would have resulted. 

It appears that the Colonial Realty Co. tendered for exchange under the act 
of March 23, 1933, an area comprising approximately 1,414 acres. Of this total 
area, 1,191.35 acres were accepted by the United States. 

In a memorandum dated September 16, 1948, the Director of the Bureau of 
Land Management stated that the remainder of the proffered area was not ac- 
cepted by the United States because (1) 56.02 acres were covered by ditch and 
railroad rights-of-way owned in fee by the United States or the Central Pacific 
Railroad Co., and (2) 166.45 acres were held to be nonexchangeable under the 
1933 act. (See pages 5 and 6 or the memorandum, a copy of which was enclosed 
with your letter of January 26 to Senator Morse.) However, a further check of 
the land descriptions covering the area excluded from the exchange has been made 
by the Bureau of Land Management, and it appears that the United States owns 
in fee 13 additional acres for ditch rights-of-way. Therefore, the Director of the 
Bureau of Land Management should have stated in the memorandum dated 
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September 16, 1948, that (1) 69.02 acres of the proffered lands were covered | 
ditch and railroad right-of-way owned in fee by the United States or the Centr 
Pacific Railroad Co., and (2) 153.45 acres were considered nonexchangeable under 
the 1933 act. 

With respect to the 153.45 acres mentioned in the preceding paragraph, 
appears that, pursuant to the act of June 23, 1932, a Land Classification Board 
made a reclassification of lands in the Klamath Irrigation District; that the boar 
submitted a report dated December 1, 1932, which was approved by the Secretar 
of the Interior on January 13, 1933; that lands placed in class 5, as temporaril\ 
unproductive, pursuant to this reclassification were delineated on maps of the 
Klamath project; that only 27.55 acres of the 153.45 acres mentioned in the pre- 
ceding paragraph were placed in class 5 as a result of this classification: thai 
102.60 acres were classified as productive lands in classes 1 to 4; and that 22 acres 
apparently were not classified by the board. Project officials have informed 
that the 22 acres are considered as nonirrigable. The status of the remaining 
1.30 acres cannot be definitely determined from the information before us. It 
may be that this small parcel is covered by ditch rights-of-way, or that an error 
to this extent was made in computing the fractional acreage of the numerous 
parcels involved in the reclassification. Numerous inquiries have been directe 
from this office to the Klamath project office of the Bureau of Reclamation ir 
order to ascertain the status of the proffered lands that were excluded from th 
exchange, and it seems unnecessary to inquire further as to the status of this 
1.30-acre parcel. 

It is clear that, on the basis of the 1932 classification, the 102.60 acres that were 
classified as productive lands would have been nonexchangeable under the 1933 
act. Hence, the adoption of the theory discussed in Senator Morse’s letter of 
March 24 would call in question only the correctness of the Department’s action 
in rejecting the 27.55 acres of proffered lands which were classified under the 1932 
act as temporarily unproductive, and perhaps the Department’s action in re- 
jecting the 22 acres that were not classified by the Land Classification Board 
and the 1.30-acre parcel that cannot be accounted for on the basis of the present 
record. 

The exchange act of March 23, 1933, authorized the Colonial Realty Co. t 
convey to the United States “approximately one thousand four hundred and 
twenty acres of seeped and unproductive lands, as determined by the Secretary 
of the Interior,’ within the Klamath project, and directed the Secretary to convey 
to the company, in exchange for such lands, ‘“‘approximately an equivalent amount 
of public lands on the Tule Lake division of the Klamath project * * * to be 
selected and designated by said company from available lands in the division * * *.” 
It seems to me that the Department was justified in taking the view that the 
Secretary, in carrying out the act of March 23, 1933, had the function of deter- 
mining whether lands offered by the company for exchange were or were not 
“seeped and unproductive lands’; and that, in making this determination, the 
Secretary was not necessarily required to act upon the basis of a classification of 
the Colonial Realty Co.’s lands made (1) prior to the enactment of the exchange 
statute, (2) for another purpose, and (3) under a standard that varied somewhat 
from that stated in the exchange statute. 


Il 


In his letter dated May 4, Senator Morse refers to the interpretation by the 
Department, in connection with the disposition of this matter in 1936, of the 
term “legal subdivision”? as meaning the smallest legal subdivisions conforming 
to the Government land survey. This interpretation was made with respect to 
the following provision contained in the act of March 23, 1933: 

‘“* * * That should any legal subdivision of the lands herein described consist 
of more than 50 percentum of unproductive land the whole subdivision may, at 
the option of said company, be conveyed to the United States, with the right of 
exchange of an equivalent area as herein authorized.”’ 

Senator Morse states that he has been informed that the late Judge Margold, 
who was Solicitor of this Department when the exchange was made and for some 
years thereafter, ‘‘had indicated that he did not agree with the Department’s 
interpretation of the legal subdivision clause of the Act [of March 23, 1933] and 
that had the matter been brought to his attention he would have revised the 
opinion in conformity with the company’s contention and would not have signed 
the opinion as written.” 

There is nothing in the files of the Department to indicate that Solicitor Margold 
entertained the view now attributed to him. On the contrary, he approved the 
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lated December 18, 1941, to Walter J. Cahill, attorney for the Colonial 
Co., in which the Department’s interpretation of the term ‘“‘legal sub- 
was explained. 
Ill 


| believe that the disposition of this matter by the Department in 1936 was 
ipon a reasonable construction of the controlling statute, namely, the act 
March 23, 1933. 


as 
Mastin G. Wuite, Solicitor. 


Wasatneton 5, D. C., A 8, 195 
Homer D. ANGELL 
nber of Cong ess, 
House O fhice Building, Washington, D. C 
uk Mr. ANGELL: I have your communication of recent date enclosins 
of a letter from the Assistant Secretary of Interior, regarding the bill, H 
a bill to confer jurisdiction upon the United States Court of Claims to d 
ne and render judgment upon a claim or Mark K. Reynolds as successor 
est to the Colonial Realty Co. of Oregon 
s was a bill which conforms to a bill introduced in the last Congress of like 
e and tenor which was introduced in last session of Con.ress upon the same 
That bill was prepared as result, first, of a conference had between the 
and Mr. White, former Solicitor of the Department of Interior. This 
i which is the basis of this proposed bill has been handled by a Mr. Cahill of 
prior to this time in an effort to get it adjusted with the Department ot 
erior. Failing in this Mrs. Reynolds came to me with the subject, and after 
rrences with the Department of Interior represented by Mr. White, I came 
e —— that we could never adjust it with them, and with this conclu 
» Mr. White readily agreed. I then suggested to him that a bill id | 
duced in Congress, which would confer jurisdiction upon the United Sta 
of Claims to adjudicate the dispute, as there was no possibility of us e 
greeing upon an adjustment. He was of the same opinion 
hen prepared a bill and discussed the subject very fully with legislatiy 
nse! of the Senate, and the result was a redrafting of my proposal to conforn 
his ideas of proper legislative procedure, and as his suggestion had all the ele- 
ents that I felt should be in the bill, I accepted his draft as a proper one. 
\ly position is simply this: I do not think that we should trv the issues in- 
ed in this claim before the Judiciary Committee of the House of Representa- 
es, or a subcommittee thereof. Nothing would be gained, and probably we 
uild be no better satisfied with the result than we were to iry the subject be 
re the Department of the Interior 
We would finally wind up with disputed questions of fact, and upon some of 
these the final result would hang. Courts are constituted to try questions of 
fact which are in dispute and have proper machinery set up for disposing of those 


the juestions with full opportunity to both parties to present evidence. Pleadings 
n ol can be filed and issues joined so that the disputed questions are separated and can 
nge e handled in a systematic manner. Questions that are not in dispute are sep- 


hat arated from those that are disputed, and then the questions resolved in a system- 
itic and efficient manner. 

The basic question as to the authority of the Secrets a of the Interior to re- 
letermine the quality of the land in question can never be determined with the 
terested parties as far apart as they are now. 

The bill as drafted and introduced had the approval of the Legislative Counsel 
f the Congress as to form, and was designed to submit the issues to the Court 
f Claims for final disposition. If there is any question as to whether this bill 
sin proper form to fully submit the disputed claim to the United States Court 
f Claims, that can be determined and if there is any doubt, the bill can be framed 

to submit the entire issue to the United States Court of Claims. The thing that 
[ am interested in, is getting this bill in such shape that we can fully and com- 
letely try the disputed question to the court and get a final determination of the 
ld subject involved. a8. 
[his question has been bandied around the Department of the Interior long 
enough to determine that it can never be settled there. It has reached an im- 
passe. These people are entitled to have a claim of this character litigated 
before an impartial tribunal, and not be compelled to try it before the Department 
ff the Interior when the Department of Interior is the adverse party. That lacks 
the element of fairness which marks the American way of disposing of disputes. 
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So we submit to you that this bill should be reported out by the Judie 
Committee with a recommendation that the bill do pass, so that the claiman; 
can litigate her claim in a court of law, and get a final disposition of it. If sh, 
is correct in her charges, she will get a judgment; if she is incorrect the co 
deny relief, and that will have to end the matter; it will be settled one way 
other. As it stands at present it will never be disposed of. 

Respectfully submitted. 


JoHN H. CONNAUGHTON, 
(Attorney for Mary K. Reynolds) 
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2d Session t No. 1353 


ESTATE OF PRESTON LEON STUBBLEFIELD 


Marcu 16, 1954—Committed to the Committee of the Whole House and ordered 
to be printed 


Mr. Burpick, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany H. R. 6086] 


The Committee on the Judiciary, to whom was referred the bill 
(H. R. 6086) for the relief of the estate of Preston Leon Stubblefield. 
having considered the same, report favorably thereon without amend- 
ment and recommend that the bill do pass. 

The purpose of the proposed legislation is to pay the estate of 
Preston Leon Stubblefield, late of Little Rock, Ark., $5,000, in full 
settlement of all claims of said estate against the United States arising 
out of the death of Preston Leon Stubblefield in a fire which destroyed 
Dormitory Q of the Housing Authority of the City of Richmond, Calif., 
on January 10, 1944. 

STATEMENT OF FACTS 


The cause of the fire was traced to a faulty flue. At the time of the 
fire the building had been and was then under lease to the Housing 
Authority of the City of Richmond, Calif. Since the building had 
already been constructed by the Public Housing Authority at the time 
it was leased to the Federal Housing Authority of Richmond, the 
defective flue was chargeable to the Public Housing Authority, and 
not the Federal Housing Authority of the City of Richmond. 

Lawyers for the claimant, Mrs. Benson, sister of the deceased, 
fussed around with this case, without action, until the statute of 
limitations of California barred the claim, under a provision in the law 
that “action must be commenced within | year after the death of a 
party through negligence.’’ No action was started within 1 year, or 
at all, and the Housing and Home Finance Agency now decline to 
honor the claim on that ground. 

The inaction, delay, and inattention to business which seems 
rightfully chargeable to Mrs. Benson’s attorneys, while at the same 
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time she, herself, was making diligent moves to protect her clain 
ought not now defeat her claim. 

Had her attorneys moved in time, there is no doubt that the claim 
would have been paid, as three other similar claims were paid. We 
think, however, that this is not a court of law, but a court of equity, 
and the reasons for the delay must be considered by this committee 
If not, then this committee is not sitting as a court of equity. 

There is no question that Stubblefield died in the fire, and that th, 
cause of the fire was a faulty flue. 

For these reasons we do not think the statute of limitations of th 
State of California is now controlling in this case, and the committee 
therefore recommend that the claim be paid. 


Housinc AND HoME FINANCE AGENCY, 
OFFICE OF THE ADMINISTRATOR, 
Washington 25, D. C., December 13, 1951 
Re H. R. 4274, 82d Congress. 


Hon. EMANUEL CELLER, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington 25, D. C. 

Dear CONGRESSMAN CELLER: This is in response to your request for a report 
with respect to H. R. 4274, a bill for the relief of the estate of Preston Leon 
Stubblefield. 

H. R. 4274, introduced by Congressman Hays of Arkansas on May 24, 1951, 
would authorize and direct the Secretary of the Treasury to pay to the estate 
of Preston Leon Stubblefield, late of Little Rock, Ark., the sum of $5,000 in 
settlement of all claims of the estate against the United States arising out of the 
death of Preston Leon Stubblefield in a fire which destroyed a dormitory of the 
Housing Authority of the City of Richmond, Calif., on January 10, 1944. The 
facts concerning the claim, as nearly as we can determine them, are as follows 

On January 10, 1944, Preston Stubblefield, the brother of Rosie 8. Benson, was 
burned to death in a federally owned dormitory project leased to the Housing 
Authority of Richmond. Mrs. Benson immediately engaged the law firm of 
Talley, Owen & Talley, of Little Rock, Ark., to prosecute her claim. On Janu- 
ary 13, 1944, her attorney wrote to the Permanente Metal Corp., of Richmond, 
Calif., for information concerning the fire under the misapprehension that this 
company owned and maintained the dormitory in connection with its shipbuild- 
ing works. The letter was referred to the Housing Authority of Richmond 
which replied that the local chapter of the American Red Cross had notified th 
relatives of Preston Stubblefield of the possibility that he might be 1 of the § 
persons who were burned beyond recognition and whose bodies could, therefore, 
not be identified by the coroner. This letter suggested the possibility that a 
transcript of the inquest could be obtained from the coroner and stated that the 
amount of $17.18 unused rent would be returned to the next of kin upon a re- 
ceipt of the proper affidavit. On February 18, 1944, Mrs. Benson’s attorne) 
wrote to the Richmond Housing Authority in appreciation of the letter of Jan- 
uary 24 stating that Mrs. Benson had been appointed administratrix and would 
send the proper papers for the $17.18. The attorney stated further that Mrs 
Benson had employed him for the purpose of collecting for her from the persons 
responsible for the fire and asked that the letter be referred to the insurance 
carrier for the authority with the request that the insurer contact him regard- 
ing the case. Her attorney also asked to be advised as to the cause of the fir 
and whether the authority is a corporation, and, if so, if it is organized under 
the laws of California. The attorney for the Richmond Housing Authority re- 
plied by letter dated April 6, 1944, that “‘a complete investigation (of the fire 
shows that the Housing Authority of the City of Richmond was guilty of no 
negligence or carelessness whatsoever in connection therewith. The Housing 
Authority of the City of Richmond is a body, corporate and politic, organized 
under thel aws of the State of California and has been in existence more than 3 
years. 
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There is no record of any further correspondence or other action either by 
Mrs. Benson or her attorney for an entire year, by which time, as will appear 
later, her right to recover for the death of her brother had been barred by the 
California statute of limitations. (The claim for $17.18 referred to above, which 
was acknowledged as due Mrs. Benson, was paid to her by settlement certificate 
No. 1602445 of the General Accounting Office, dated October 15, 1947.) 

On April 16, 1945, Mrs. Benson wrote to the attorney of the Richmond Hous- 
ing Authority stating that she was sure the building had some insurance and that 
she hoped to hear from him soon. Mrs. Benson apparently also wrote a letter to 
the Washington office of this agency (then the National Housing Agency) on 
June 20, 1945, which letter was referred to the San Francisco regional office of 
the Public Housing Administration for reply. The acting regional director of 
that office replied on August 14, 1945, that a special trip was made by his repre- 
sentative to Richmond to determine what could be done; that it was found that 
\irs. Benson had already retained an attorney; and that she should be guided by 
his advice. He also stated that the dormitory was managed by the Richmond 
Housing Authority and that he believed it carried liability insurance with the 
London & Lancashire Indemnity Co. of San Francisco. 

On September 11, 1945, Mrs. Benson wrote to the executive director of the 
Richmond Housing Authority asking why she had not received a settlement. 
rhis letter was referred to the attorney for the Richmond Housing Authority, 
who replied on September 18, 1945, suggesting that she communicate with her 
attorney and deliver to him for his attention the letter dated August 14, 1945, 
written to her by the acting regional director, referred to above; that the letter 
from the acting regional director was self-explanatory; and that if she would turn 
t over to her attorney he would be able to represent her in the matter. 

On August 2, 1948, Mrs. Benson wrote to the General Accounting Office with 
respect to her claim. That office referred the letter to the Washington office of 
the Public Housing Administration on September 15, 1948, which in turn trans- 
mitted it to the San Francisco office for appropriate action. On September 21, 
1948, the Public Housing Administration received a memorandum from the 
regional attorney in San Francisco, attaching a copy of his reply to Mrs. Benson 
and a copy of a report on the matter by the Richmond Housing Authority, with 
copies of the correspondence, referred to above, attached. The report by the 
Richmond Housing Authority concluded as follows: 

“You will note that the relatives of Preston Leon Stubblefield, deceased, retained 
counsel to represent them immediately after the occurrence in which the boy lost 
his life, and all communications from such attorneys, as well as relatives of the 
deceased, were answered in due course. 

“In view of the fact that no action was brought for wrongful death under the 
provisions of section 376 of the California Code of Civil Procedure within 1 year 
after the death of the Stubblefield boy, any action for such wrongful death is now 
barred. Section 340 of the California Code of Civil Procedure provides that an 
action ‘for injury to or for the death of one caused by the wrongful act or neglect 
of another’ must be commenced within a period of 1 year after the injury or 
death occurred.” 

The regional attorney advised Mrs. Benson as follows: 

“In reviewing the file on this matter, I note that on August 14, 1945, Mr. Frank 
W. Rose, acting regional director, wrote to you advising you that in pursuing 
the claim arising from the death of your brother, Preston Leon Stubblefield, who 
perished when a dormitory located in Richmond burned on January 10, 1944, 
you should be guided by your attorneys, Messrs. Talley, Owen & Talley, of Little 
tock, Ark., whom you had employed on your behalf. 

“On April 6, 1944, Harold Sawallisch, attorney for the Housing Authority of 
the City of Richmond, in reply to a letter dated February 18, 1944, from your 
attorneys, advised them that the housing authority denied the claim. However, 
your attorneys were in the same letter furnished information showing that the 
Housing Authority of the City of Richmond was the proper party to sue in the 
event legal action was contemplated by your attorneys. Since the dormitory 
was leased to the housing authority by the Government and was operated and 
managed by the housing authority, the proper party to sue was the Housing Au- 
thority of the City of Richmond. 

“Although you have indicated in your letter that other claimants have been 
paid, an examination of the record reveals that the other claimants brought legal 
action by filing a suit in the courts of the State of California, and thereby were 
successful in recovering various sums of money. However, vour attorneys did 
not press your claim and did not file suit in a California court. Since such a court 
action was not filed in connection with your brother’s death within 1 year after 
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the fire, the claim is, under California law, outlawed, and recovery thereor 
barred. 

‘I regret to advise you of the above facts but as you can see, the claim concern- 
ing your brother’s death was not a claim against the United States. Thers 
no way in which the Government can take any action in this matter.” 

We have ascertained that the insurance company for the Richmond Housing 
Authority paid only those claims that were taken to court and with respect t: 
which judgments were rendered after protracted litigation. We have been 
informed also that the attorneys who represented the claimants that did recover 
judgments on behalf of the families of other victims of the fire have had correspond- 
ence with Mrs. Benson and agree that her claim cannot now be prosecuted ww 
the California statute. We have also determined that the Public Housing Admir 
istration was not a defendant in any of the litigation nor were any claims filed 
against it or paid by it since no negligence on its part was involved. 

It appears that the Richmond Housing Authority and its attorney acted reason- 
ably and properly in replying to Mrs. Benson’s inquiries and the inquiries of her 
attorney in view of the fact that the Richmond Housing Authority felt that it 
was not negligent and was, in any event, not subject to liability for negligence 
under the general rule applicable to publie bodies acting in a governmental capac 
ity. It so defended itself in the California courts and its liability was not deter- 
mined until 1947. (See Manney v. Housing Authority of City of Richmond, 
Williams v. Same and Shepard v. Same, (79 Cal. App. 2d 453, 180 Pac. 2d 69 
decided May 2, 1947, rehearings denied May 31, 1947, and June 30, 1947).) 

Since the estate of Preston Leon Stubblefield bas no longer a remedy at law, any 
relief granted would have to be by voluntary action. If the Richmond Housing 
Authority were to pay the claim it could not claim reimbursement from its insurer 
Local housing authorities, it should be noted, operate these leased projects on a 
nonprofit basis. The Public Housing Administration, on the other hand, could 
not ask the Richmond Housing Authority to pay the claim on the supposition 
that the authority would be reimbursed by it, even if such action on the part of 
the Public Housing Administration would otherwise be proper, in view of a 
decision of the Comptroller General (B-82167, dated Dec. 20, 1948) relating to 
the Vanport, Oreg., flood disaster in which he held that the Public Housing 
Administration would not be authorized to reimburse a local housing authority 
operating a leased project for any judgment against it for personal injuries 01 
death or property damage resulting from its negligence. 

As pointed out above, there would appear to be no liability on the part of th 
Government, and any payment by the Government to the estate as proposed by 
the bill would be in the nature of a gratuitous payment. 

I have been advised by the Bureau of the Budget that there would be no 
objection to the submission of this report. 

Sincerely yours, 


RAYMOND M. FoLey, 
Administrator 


AFFIDAVIT 
STATE OF ARKANSAS, 
County of Pulaski, ss: 

I, Rosie Stubblefield Benson, after first having been duly sworn, state on oath 
that I am the sister and the duly qualified and acting administratrix of the estate 
of Preston Leon Stubblefield who was fatally burned in the fire destroying the 
Dormitory O, a United States Government project, which fire occured in the city 
of Richmond, State of California, on or about the 10th day of January 1944. 

That Preston Leon Stubblefield was born the 11th day of June 1926 in Newport, 
county of Jackson and State of Arkansas and was the son of Johnnie Stubblefield 
and Sadie Field Stubblefield, the former having departed this life in 1928 and the 
latter in 1943. 

That Preston Leon Stubblefield was upon January 10, 1944, employed at Ship- 
yard No. 1, Richmond, Calif., and had been so employed for a number of months 
prior thereto as a ship welder. 

That funeral services were conducted by Rev. William B. Smith of Cooper 
A. M. E. Zion Church in the city of Oaklawn on January 21, 1944, and his body 
was interred in Evergreen Cemetery in that city. 

That under date of April 6, 1944, Mr. Harold F. Sawallisch, attorney for 
authority, American Trust Building, Richmond, Calif., wrote the attorney for 
affiant a letter in which he stated, among other things: ‘That the Housing 
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\uthority of the city of Richmond was guilty of no negligence or carelessness 
hatsoever in connection therewith,’ referring to the destruction of the Richmond 
jormitory. 

That under date of August 14, 1945, Mr. Frank W. Rose, acting regional 
director [V, wrote claimant a letter, a copy of which is attached hereto, and made 
a part hereof. This letter reflects that the affiant placed the a on 

tice of her demand for reasonable compensation to compensate her for the life 
of Preston Leon Stubblefield; affiant further states that it is her belief that this 

tter from Frank W. Rose places her claim for compensation within the statute 
f limitations. 

Affiant further states that assuming her claim was not filed with the proper 
authorities within the prescribed length of time for such filing her file reflects she 
was in correspondence with various Government officials in Washington, D. C., 
and with city officials in Richmond, Calif. That the letters from these officials 
truly reflec ted their interest in her claim for compensation but smoothly evaded 
obligating the Government in any way whatsoever for the payment of a just 
compensation to affiant as a result of Preston Leon Stubblefield losing his life 
jue to a fire occurring in Richmond, Calif., dormitory O, on January 10, 1944. 

That the affiant has put forth a persistent and conscientious effort to procure 
just compensation as evidenced by affidavits heretofore submitted and the fur- 
ther fact that as a result of her effort in this connection, the Honorable Brooks 
Hays, Congressman from the Fifth District of Arkansas, introduced H. R. 4274 
in the first session of the 82d Congress of the United States and affiant had been 
informed that the above enumerated bill was referred to the Committee on the 
Judiciary. 

Affiant further states not. 

Rost& STUBBLEFIELD BENSON, 
Adminstratriz of Estate of 
Preston Stubblefield, Deceased. 


Subscribed and sworn to before me, a notary public on this the Ist day of May 
1953. 
[SEAL] Ben D. ROWLAND, 
Votary Public. 


AFFIDAVIT 
STaTeE OF ARKANSAS, 
County of Pulaski ss: 

I, Rosie Stubblefield Benson, after first having been duly sworn, state on oath 
that I am the sister and the duly qualified and acting administratrix of the estate 
of Preston Leon Stubblefield who was fatally burned in the fire destroying the 
Dormitory O, a United States Government project, which fire occurred in the city 
of Richmond, State of California, on or about the 10th day of January 1944. 

That Preston Leon Stubblefield was born the 11th day of June 1926 in Newport, 
County of Jackson and State of Arkansas, and was the son of Johnnie Stubblefield 
and Sadie Field Stubblefield, the former having departed this life in 1928 and the 
latter in 1943. 

That Preston Leon Stubblefield was upon January 10, 1944, employed at 
Shipyard No. 1, Richmond, Calif., and had been so employed for a number of 
months prior thereto as a ship welder. 

That funeral services were conducted by Rev. William B. Smith of Cooper 
A. M. E. Zion Church in the city of Oaklawn on January 21, 1944, and his body 
was interred in Evergreen Cemetery in that city. 

Affiant further states not. 

Rosiz StuBBLEFIELD BENSON, 
Administratrix of Estate of Preston Stubblefield, dec eased. 


Subscribed and sworn to before me, a notary public on this the 7th day of 
January, 1952. 
[SEAL] Ben D. Rowtanp, Notary Public. 


O 








M 


20) 
Ha 
Inj 
in 


on 


‘ 
"Oo 


bill 











&3p CONGRESS HOUSE OF REPRESENTATIVES REpPortT 
Id Session No. 1354 


HAROLD J. DAVIS 


Marcu 16, 1954.—-Committed to the Committee of the Whole House and ordered 
to be printed 


Mr. Jonas of Illinois, from the Committee on the Judiciary, submitted 
the following 


REPORT 


[To accompany H. R. 7413] 


The Committee on the Judiciary, to whom was referred the bill 
(H. R. 7413) for the relief of Harold J. Davis, having considered the 
same, reports favorably thereon with amendment and recommend 
that the bill do pass. 

The amendment is as follows: 

Strike out everything after the enacting clause and substitute the 
following: 

That sections 15 to 20, inclusive, of the Act entitled “‘An Act to provide come 
pensation for employees of the United States suffering injuries while in the per- 
formance of their dutie: , and for other purposes”, approved September 7, 1916, as 
amended (5 U. 8. C. 765-769), are hereby waived in favor of Harold J. Davis ior 
compensation tor disability alleged to have been sustained by him on the 3rd and 
and 4th of July 1942, while serving in line of duty under orders of the United 
States Navy as fire chief on the United States Naval Air Station, Dutch Harbor, 
\laska, under enemy air attacks. 

Src. 2. That no benefits except medical expenses shall accrue prior to the enact- 
ment of this Act. Claim for compensation under this Act may be filed any time 
within one year after the enactment of this Act. 

The purpose of the proposed legislation is to waive sections 15 to 
20 of the Federal Employees’ Compensation Act, so as to permit 
Harold J. Davis of Tulsa, Okla., to file his claim for compensation for 
injuries sustained by him on July 3 and 4, 1942, while he was serving 
in line of duty under orders of the United States Navy as fire chief 
on the United States Naval Air Station, Dutch Harbor, Alaska. 


STATEMENT OF FACTS 


A bill was passed by both Houses in the first session of the 83d 
Congress, providing for the payment of $10,000 to Mr. Davis. This 
bill was vetoed, but the veto message stated that should a bill be 
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introduced which would permit a determination of the claimant's 
employment status at the time of his injuries and would thus permit 
him, notwithstanding any statute of limitations, to file a claim. j; 
would be approved. It is the opinion of the committee that the bil] 
as amended will meet the objections of the Department of Labor 
in its letter dated February 3, 1954, addressed to the chairman of the 
committee, and also the objection of the President of the United 
States. This bill is amended to conform with these suggestions, and 
the committee recommends favorable consideration thereof. 


[H. Rept. No. 26, 82d Cong., 2d sess.] 


STATEMENT OF FACTS 

Letter dated May 17, 1951, addressed to the Honorable Emanuel Celler 
chairman of the House Judiciary Committee, from Harold Joe Davis gives 
detail the history of his injuries, together with numerous affidavits of witness¢ 
who know of his service and injuries. Letters from officials of the United States 
Navy and one from former President Franklin D. Roosevelt, dated March 9 
1945, to Mr. Davis, testify to the merit of his claim and indicate a promise that 
special legislation would be enacted for his relief. There is conflicting evide 
as to Whether or not Mr. Davis was an employee of the United States or a civiliar 
employee coming within the jurisdiction of the Federal Employees’ Compensa 
tion Act. 

In an affidavit dated January 25, 1952, signed by William N. Updegraff, rear 
admiral, United States Navy, retired, it is stated: 

“From the day of his arrival at the Naval Air Station, Dutch Harbor, Alaska 
the Navy provided Mr. Davis’ salary—not the contractor. This I wish to ma 
perfectly clear. Mr. Davis was our naval fire chief; he was injured by ene 1) 
action while acting in obedience to military orders and was promised compensa 
tion for his injuries by officers of the Navy, acting for the Government in tine 
of war.”’ 

This was in direct conflict with the report of the Secretary of Labor to the effect 
that Mr. Davis was a civilian employee. 

Now, as to his disability. On June 10, 1952, Dr. Fred D. Halladay, of Tulsa 
Okla., Mr. Davis’ physician, wired the Honorable William G. Stigler, the author 
of the bill, the following telegram: 

“Harold Joe Davis has spinal arthritis, scar tissue both lungs, hard tumors right 
arm, legs, back, impaired kidney function, high blood pressure, severe headaches 
from concussion; vision right eye poor. Have known Mr. Davis 20 years 
convinced injuries resulted from his experience suffered Dutch Harbor; injuries 
permanent.” 

Therefore, after careful consideration by the committee, it was its unanimous 
opinion that Mr. Davis should be compensated for his injuries and expenses. It 
is recommended that the sum of $10,000 be paid him, and the bill is amended 
accordingly. 

Reports from the Navy and Labor Departments, together with other pertinent 
evidence, are attached hereto and made a part of this report: 


D&PARTMENT OF THE Navy, 
Washington, D. C., May 1, 1951 
Hon. EMANUEL CELLER, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D. C. 

My Dear Mr. Cuatrman: The bill (H. R. 2972) for the relief of Harold Joe 
Davis, was referred by your committee to the Department of the Navy with 
request for report thereon. 

The purpose of the bill is to authorize end direct the Secretary of the Treasury 
to pay to Harold Joe Davis of Tulsa, Okla., the sum of $16,748 “in full settlement 
of all claims of the said Harold Joe Devis sgsinst the United Stetes arising out of 





the permanent injuries he sustained, as a civilian, while serving in line of duty 
under orders of the United States Navy as fire chief of the United States Naval 
Air Station, Dutch Harbor, Alaska, during enemy air attacks which occurred on 
June 3 and 4, 1942.” 
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The records of the Department of the Navy disclose that the claimant named 
the bill was employed by the Siems Drake Puget Sound Construction Co., 
ontractors, under contract NOy-3570, as a fire chief at the Naval Operating 
Base, Dutch Harbor, Alaska, for a monthly compensation of $250 plus time and 
, half for overtime over 48 hours a week. 

On June 3, 1942, about 6 o’clock in the morning, the Japanese bombed the 
naval operating base. The base fire truck, with Chief Davis aboard. started for 
the Fort Mears side of the island where the bombing appeared to be heaviest. 
En route, according to a report of June 6, 1942, by the safety engineer of the con- 
tracting company, ‘“Two bombs lit, one on back edge of the fire truck.’”” The 
repoit states that the concussion from such bombs injured the right eardrum of 
Mr Davis. 

A copy of this report is enclosed While it indicates no permanent Cisability, 
Mr. Davis by letter of December 27, 1949, furnished copies of certain statements 
hy former members of the fire depertment to which he was attached at Dutch 
Harbor, Alaska, and other certificetes in support of his claim that his injuries 
were permanent. Copies of these ste.tements end certificates and of the forward- 
ing communication are enclosed for the committee’s informs.tion. 

As Mr. Harold Joe Davis was not an employee of the United States at the time 
he sustained his injuries, he was not covered by the provisions of the United States 
Employees’ Compensation Act. As an employee of a contractor, however, his 
claim falls within the purview of the Defense Bases Compensation Act of August 
16, 1941, as amended (42 U. 8. C. sees. 1651-1654), which afforded workmen’s 
compensation protection for employees of Government contractors outside the 
United States under certain circumstances 

This act is administered by the Bureau of Employees’ Compensation of the 
United States Department of Labor. According to a report by that Bureau, 
claimant filed a claim with the Bureau, which has not been finally disposed of, 
apparently, because of the claimant’s withdrawal of his claim. As Mr. Davis was 
not an employee of the Navy and his claim is covered by a statute administered 
by the Bureau of Employees’ Compensation, it is considered that report as to 
the status of the claim filed with that Bureau and recommendation as to the 
merits of the proposed legislation should be furnished by the Department of 
Labor 

In view of the foregoing, the Department of the Navy reports such facts as are 
disclosed by its records without recommendation as to the merits of H. R. 2972 

The Navy Department has been advised by the Bureau of the Budget that there 
is no objection to the submission of this report to the Congress 
Sineerely yours, 





n 


G. L. Russe xt, 
Rear Admiral, United States Navy, 
Judge Advocate General of the Navy 
(For the Secretary of the Navy.) 





UNITED StaTES EMPLOYEES’ COMPENSATION COMMISSION 


OrricE OF Deputy COMMISSIONER ADMINISTERING LONGSHOREMEN’S AND 
Harspor WorkKERS’ COMPENSATION AcT 


EMPLOYER’S FIRST REPORT TO DEPUTY COMMISSIONER OF ACCIDENT OR 
OCCUPATIONAL DISEASE 


(To be submitted in duplicate to Deputy Commissioner, who will forward copy 
to Commission) 


1, Employer’s name: Siems Drake Puget Sound. 


_— 


2. Office address: Naval Air Station, Dutch Harbor, Alaska. 
3. Nature of business: Contractor for United States Navy. 
» 4. Insurance carrier: 
5. When was carrier notified? 
6. Full name of injured person: Harold Joe Davis (check No. 14683). 


Address: Naval Air Station, Dutch Harbor, Alaska. 
)- 8. Sex, male; age, 32; speak English, yes. 
9. Injured person’s regular occupation: Fire chief. 
10. Was he injured in regular cecupation? Yes. 
' 11, Wages or average earnings; $250 per month plus time and one-half for over- 
time over 48 hours. 
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12. Working days per week: 7; any other advantage, none. 

13. Length of service in occupation: 6 months; were full wages paid for day of 
injury, yes. 

14. Place where injury occurred: On way to Fort Mears. 

15. Name of foreman: O. I. Hall. 

16. Date of accident or first illness: June 3, 1942; last day worked, no lay-off 

17. When did you or your foreman first have knowledge of injury? June 3, 1942 

18. Describe in full how alleged accident occured, or how employee was exposed 
to alleged hazard: Two bombs lit, one on back edge ot the fire truck, and 
the concussion from them injured my right eardrum; no permanent 
disability. 

19. Machine, tool, or thing in connection with which accident or disease occur: 
Bomb. 

20. Nature of injury or occupational disease: Concussion injury of right eardry 

(minor). 

1. Was member or part of member lost? No. 

22. Will injury probably result in serious head or facial disfigurement? No 

23. Did injury cause loss of time? No. 

24. Has injured person returned to work? Yes. 

25. Did you provide or authorize medical attention? Yes; when, June 4, 1942 

26. Physician: J. F. Kearns, M. D., Naval Air Station, Dutch Harbor, Alaska 

27. Hospital: Naval Dispensary, Naval Air Station, Dutch Harbor, Alaska. 

Dated June 6, 1942. 
(Firm name) Srems Drake Pucer Sounp, 
(Signed) C. Haroutp KENT, 
Safety Engines 





Tusa, OKLA., January 12, 19438 
Locat Drarr Boarp, No. 4, 
405 Philtower Butlding, Tulsa, Okla. 

GENTLEMEN: This is to certify that on January 9, 1943, Mr. Harold Davis 
was in my Office for an examination. Due to injuries received in action at Dute 
Harbor, he is unable to do any heavy work and is unfit for military services 

Yours truly, 
Frep D. Hautrapay, D. O 


WitiraMm A. WaLkER, M. D., November 8, 1945 
Name: Harold Davis. 
Address: 4312 South 26. 
Nitroglycerine, grain, 1/100; 100 tablets. One tablet under tongue as needed 
W. A. WALKER 





ALHAMRRA SQUARE, TULSA, OKLA 
The bearer, Mr. Harold Davis, was examined by me the 28th day of October 
and find him suffering from the following symptoms: He is very unsteady on 
standing with eyes closed; right eye, no vision; left, poor, impaired by explosior 
injury. Some nerves from lumbar region; also some of nerves have been impaired 
from brachial plexus. This man might be able to work as a director but not 

manual labor. 
Respectfully, 
L. C. Presson, M. D. 


AT 


Criatsop Post, No. 12, American LEGION, 
Astoria, Oreg., September 22, 1949 
To Whom It May Concern: 

I, Lawrence Weigel, of 13 Moffat Way, Astoria, Oreg., do solemnly swear and 
affirm that the following statement is true and correct, to the best of my knowl- 
edge and belief: 

During my employment with Siems-Drake Puget Sound Construction Co., at 
Dutch Harbor, Alaska, from September 5, 1942, to December 14, 1942, as fir 
fighter under Harold Joe Davis, who was fire chief at that time, between the dates 
of September 5, 1942, and December 14, 1942, Mr. Harold Joe Davis was receiving 
treatment for a head injury from United States Navy doctors, which Mr. Davis 
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and the firemen I was working with said had happened during the bombing of 
Dutch Harbor, Alaska, by the Japanese. 
Further, deponent saith not. 
LAWRENCE WEIGEL. 
Subscribed and sworn to before me this 22d day of September 1949 in the city 
f Astoria, Oreg. 
Rorert E. MINER, 
Notary Public for Oregon. 
My commission expires September 30, 1949. 


SEPTEMRER 26, 1949. 
To Whom It May Concern: 

On the morning of June 3, 1942, around 6, the Japs hit the Dutch Harbor 
Naval Operations Base. They seemed to concentrate on the Fort Mears side of 

ie island. We of the fire department, upon being awakened by the man on 
watch, proceeded under the direction of Chief Davis and myself to our pre- 
arranged position. 

As soon as a lull came in the bombing, we started for Fort Mears, which had 
been hit hard, and was on fire in several places at once. About half of the way 

ere, we saw a plane headed for us. As soon as the truck stopped, we tried to 
it for cover. Chief Davis, in his attempt to look out for the safety of his men, 
lid not make it off the truck. 

Two bombs of a good size hit less than 30 feet from the truck. By the grace 
f God, we are still here. One man (‘‘Red” Rebo) was hit in the head with a 
rock. I was knocked down by I don’t know what. Chief Davis was all this time 
till getting the men to the safest place, paying no heed to his own safety and 
well-being. The next time I talked to Chief Davis, he had a headache and kept 

Only when he would be full of pills would he get any relief whatever. 

From almost that day until ihe went home, Davis spent most of his time in bed 
yr at the sick bay. The headache and the pain in his neck and arm seemed 
ever to leave. 

Always before this time Chief Davis was always very active, generally the first 
p of a morning, always in the thick of a good fire and very energetic in general. 

O. W. (Jack) ALLEN, 
Former Assistant Fire Chief, Dutch Harbor. 





BERKELEY, Ca.ir., October 10, 1949, 
To Whom It May Concern: 


As a former member of the fire department at Dutch Harbor, Alaska, and an 
employee of Seims Drake & Co., I feel qualified to list the following facts: 

Fire Chief Joe Davis was a sick man when I arrived at Dutch Harbor. Don’t 
remember the day, but it was during the month of July when I arrived up there 
The men all talked about the bombing and after looking at the bomb craters, 
about 4 feet from the main road to Fort Mears, I knew that the Japs were trying 
to knock out those fire trucks. There were no buildings within blocks of the 
area where the bomb hit. They almost had a direct hit on their trucks, and how 
the Chief was the only one who was injured can only be described as an act of God. 

Chief Davis spent lots of time going to and from the sick bay. He seemed to 
have the appearance of a person trying to hold up under a great strain. He had 
a noticeable limp, and it was very difficult for him to move very fast. 

[ arrived in Seattle on the same ship as Chief Davis, and even the thought of 
being back in the States made no visible change in the worried expression on 
Chief Davis’ face, 

R. DEMBOowskKI, 
131 Blake Street, Berkeley, Calif. 


OcToBER 10, 1942 
Date of accident: June 3, 1942. 
Time of accident: 6:15 a. m. 
Person injured: Harold Joe Davis (No. 14683). 

I am now a full-time member of the Dutch Harbor Fire Department, but on 
June 3, I was a volunteer. That morning I was shaving in the Navy barracks 
when the antiaircraft fire started. I rushed to the top of hill of the emergency 
fire station. The pumper was already there. 
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When we saw the smoke at Fort Mears we started over. Near the bottom of 
the hill we heard a Jap plane coming, and Chief Davis called “Take cover,” | 
jumped off the truck before it completely stopped and ran to a ditch on the rig}; 
side of the road. I had been riding on the running board beside the driver on +}, 
left side of the truck. 

Robo got a bump on the head, and the fire truck was filled with mud. YW, 
to scoop it out before we could proceed. 

Chief Davis stayed with the truck until we were all under cover and safe hefoy, 
he thought of himself. The bombs blew Chief Davis up in the air and over into g 


had 


bunch of rock. Although Chief Davis was severely injured, he took the fire trict 
to the fire and directed fire fighting both at Fort Mears and Dutch Harbor th, 
following day it was under attack. Every time I would look up from my fir, 


fighting tasks and see Chief Davis still covered with blood, directing fire-figh 
operations without regard to the Japs, it filled me with new hope. 

Since the bombing, Chief Davis has suffered death with injuries he received to 
his head and back. He can hardly see out of his right eye, and blood keeps seeping 
out of his mouth, eyes, and ears. His back is affected, and he can use his righ; 
arm and leg only with great effort and pain, 


Harvey McDoweE tu (No. 14926 


A. Epwarp Percy, M. D., 
Lufkin, Tex., October 21, 1949 

Dear Jor: On my return from Chicago I found your letter awaiting me, and 
surely was glad to hear from you. It seems I have lost track of most of the boys 
from Dutch Harbor over the years. 

I am here in Lufkin (my old hometown) practicing eye, ear, nose, and throat 
work, and manage to go along in my quiet country way. Time does get away 
I am now a grandfather (at 40); so feel quite old. 

As to your injury, I can certainly testify that I examined and treated you o: 
many occasions for your head and arm and leg. 

If I can be of any help in this matter, please let me know. Also, if you ever 
run across any of the old crowd, please give them my very best regards. 

Sincerely, 
Ep Percy 





Tue NatioNat Boarp, Fire UNDERWRITERS, 
New York, N. Y., November 16, 194 
To Whom It May Concern: 

This is to certify that we, the undersigned, visited Dutch Harbor on November 
10-18, 1942, and at that time Harold Joe Davis was chief of the Navy fire depart- 
ment, 

Assistant Chief Jack Allen at that time was taking care of most of the activ: 
duties of the chief for the reason that Davis, while nominally on active duty 
was, because of injuries recently received during the bombing, not fully able to 
discharge his duties, 

Enelosed herewith is a picture showing the Navy fire department at Dutch 
Harbor taken during our visit, in which there appears Chief Harold Joe Davis 
and the members of the Navy fire department together with Lt. R. R. Robers 
and the undersigned. 

This statement may be used when necessary to prove that Harold Joe Davis 
was chief of the fire department in Dutch Harbor at that time. 

Jay W. STEVENS, 
Assistant Manag 

HERBERT RaINEs, 
Assistant Chief Engine 


May 17, 1951 


Hon. EManuet CELLER, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D. C. 
Dear Str: I beg permission to submit the following refutation of the reports 
submitted by the Department of the Navy, and the Department of Labor o! 
H. R. 2972, introduced by Congressman Stigler for my relief. 
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| was employed by Siems Drake Puget Sound, contractors to the United States 
Navy, in December 1941 to supervise the contractors fire-protective program 
during construction work at Dutch Harbor. Upon arrival at Dutch Harbor we 
were at war with Japan. The Navy at Dutch Harbor, being faced with a serious 

reat from the Japanese armed forces, and having no officers on the base capable 
of organizing, training, and directing fire-fighting forces, removed me fron the 
authority of my regular employer and appointed me chief of the Navy fire de- 
partment at Dutch Harbor, Alaska. This action, in the face of my request to be 
pe rmitted to return to the States for enlistment with the Army (my choice s the 
bre inches of the Armed Forces), was in violation of my rights as a civilian. Under 
my direction were placed a small group of Marine and naval personnel, together 
with a mixed and small group of civilians. These I was required to train in the 
science of fire fighting to protect the base in case of attack by the Japanese. 

On the morning of June 3, 1942, Japanese naval aviation attacked Dutch 
Harbor with bombs and machine guns. Buildings at Fort Mears (Army area) 
were hit and set on fire. The Army requested assistance from the Navy, and 
Colonel Groves, United States Marine Corps (under whose command I had been 
placed), issued orders for me to take the Navy fire truck and a mixed crew of fire 
fighters and go the aid of Fort Mears. Before reaching Fort Mears we were 
attacked by Japanese naval aviation with bombs, and the fire truck, crew, and 
myself blown from the road. I was painfully injured. Placing the safety of the 
base and its vital war supplies above our own, the crew and myself succeeded in 
getting the Navy fire truck back into working condition, proceeded to Fort Mears 
and were able to bring the fires under control. 

On the afternoon of June 4, 1942, the attack continued; and, although seriously 
injured, I was required to leave my sickbed and direct fire fighting under naval 
orders until the base was secure and all fires extinguished. Refer statements: 
Colonel Groves, Major Popper, Lieutenant Commander Robertson, Admiral 
Updergraff, Intelligence Officer Nelson, and letter dated October 10, 1942, from 
commander of Dutch Harbor to Maj. G. P. Groves as proof of my appoint ment 
as naval fire chief. 

Following my injury I was forced to spend most of my time in sickbed and could 
rise and move about only with great effort and pain. The naval dispensary at 
Dutch Harbor was rather small and not completely equipped at that time. This 
made it necessary for me to be placed in a sickbed in the same building housing 
the fire station with Dr. Perey and other naval personnel. (Refer to letters in 
your file from Dr. Perey, Mr. Allen, Major Popper, etc.) 

I was promised medical care, fair treatment, and assured once I reached the 
States every provision would be made for my well-being by the Navy at Dutch 
Harbor. Yet, upon being returned to the States, found that no provisions what- 
soever had been made by the Navy for my care. This made it necessary for me 

o use my life savings for medical care and subsistence and to depend upon the 
generosity of relatives, without whose help I would have surely die d. 

[ requested until 1945 assistance from the Navy and Compensation Commission 
without any help whatsoever. I was simply ignored. In 1945, my injury was 
called to the attention of former President Roosevelt by naval officers with know!t- 
edge of my injury that had returned from overseas. Former President Roosevelt 
checked into the matter and promised relief; yet, was claimed by death before he 
could take action. (Refer to letter from the White House dated March 9, 1945, 
in vour file.) 

Following the death of former President Roosevelt, representatives of the 
above-mentioned agencies called at my home and used abusive language, having 
been angered because former President Roosevelt had rebuked them for not 
providing for my relief. At that time these men even refused to accept state- 
ments of naval personnel with me at Dutch Harbor with full knowledge of how 
my injury had occurred. 

The Labor Department report states a contractor physician claimed to have 
examined me at Dutch Harbor and stated I had suffered a slight ear injury. 
I was never treated by any physician at Dutch Harbor except doctors of the United 
States Navy. The evidence submitted by the naval officers with me at Duteh 
Harbor and now on file with your committee shows quite clearly that during this 
period I was serving as chief of the Navy fire department and not in any way 
associated with any civilian contractors working in that sector. With the base 
at Duteh Harbor under command of the naval air station, we had units of our 
surface fleet, underseas command, and supply departments together with the 
various civilian contractors. Each had a different job to do. Those in charge 
of the various units working in the face of serious Japanese pressure often worked 
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and issued orders completely unknown to the departments. This not on\\ 
caused great confusion with the departments of the various units; it also made jt 
impossible for each unit of the Navy and the various contractors to always be 
properly informed as to the action of the others. The above-mentioned is but 
one example of this confusion. 

Throughout the Labor Department’s report they have twisted or ignored thy 
real facts. During the term of the former Congressman Gilmer he made a further 
effort of this agency to obtain action for my relief. You will note from the 
attached letter that this agency takes an entirely different stand than it does in 
its report to your committee, and is a further example of its departure from th 
facts. 

I submit that these agencies have had over 8 years to take action for my relief, 
and have not complied. Representatives of these agencies, with but one exception 
have often been abusive, advised and worked against each other and my interest 
and have further endangered my health by these tactics while squabbling among 
themselves. 

Late in 1950 I succeeded in obtaining an opportunity to work in another field 
writing magazine articles, and the bureau was so notified. However, the strair 
of this type of work was more than my injured body could stand up under, and 
I was forced to give it up in a matter of weeks. 

One of the two articles written by myself exposing communism during this 
brief period is attached for your information. 

Before my injury at Dutch Harbor I had become firmly established in my 
chosen branch of engineering. The results of my research were in great demand 
throughout American industry (supporting evidence attached). The injuries 
received at Dutch Harbor while serving under naval orders have so affected my 
body that it has since failed to function properly. I am subject to black-outs 
heart attacks, nor have I recovered from the shock these explosions caused to 
my nervous system. Hardgrowths have formed throughout my entire body 
This has made it impossible for me to obtain employment or to work in my chose! 
field on which I had to depend for a living. 

I further submit that the services rendered by myself at Dutch Harbor were of 
real and lasting value to our war effort. That the special scientific knowledg 
derived from my own research and not obtainable from any other source, mad 
available to the Government without charge, did much to aid our war effort 
(Refer to letter in your file from White House dated March 9, 1945.) In addition 
I volunteered to serve in the “human torpedo” attacks against the Japanese whil 
still serious ill if any way could be found to use my services. (Refer to letter in 
your file by Colonel Groves.) 

For this I have been forced to spend endless years in suffering, humiliated before 
friends and my profession, and neglected by those agencies committed to furnist 
relief. Treatment received from the above-mentioned departments has bee 
arbitrary and constitutes an abuse of discretion on the part of the officials involved 
The Navy, by failing to maintain proper records of its action in my case, has made 
me the victim of circumstances over which I could have no control. You will 
notice from the evidence now in your files that the Navy at Dutch Harbor even 
required me to prepare publicity material for the home-front war effort and did 
release this material in newspapers within the United States under my name to- 
gether with official naval photographs. They have also failed to mention this 
fact to your committee in its report. 

I submit that I am now without funds for counsel, forced to make my home 
with relatives, and to depend upon them for substance, and that this was brought 
about by action taken by officers of the United States Navy and conditions 
beyond my power to control. I therefore ask of your honorable committee to act 
favorably on H. R. 2972, introduced by Congressman Stigler for my relief, in 
order that I may reestablish my life and obtain the relief prayed for. 

Respectfully and prayerfully submitted. 

Haroup Joe Davis, 
5028 South 29 West Avenue, Tulsa, Okla. 





To Whom It May Concern: 


As the officer who was in command of the United States naval air station and 
all other naval activities at Dutch Harbor, Alaska, at the time of the Japanese 
bombing and machine-gun attacks during the period June 3, 1942, to June 4, 1942, 
I am making this certificate to state that Mr. Harold Joe Davis was in charge 
of our naval fire department at the time; that he was injured in line of duty pro- 
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eding to the scene of fires resulting from the Japanese attacks; that he required 
treatment consequent to these attacks, and that I know these facts of my own 
knowledge. Mr. Davis was guaranteed full compensation for his injuries by the 
Navy. I recommended him to the Secretary of the Navy for a commendation 
for outstanding service during enemy action in time of war. 

Wo. N. Uppecrarr, 
Rear Admiral, United States Navy (Retired), 
(Formerly in command of all United States naval activities at Dutch 
Harbor between August 1941 and August 1942.) 


ST,TE OF CALIFORNIA, 
County of San Francisco, ss: 


On this 14th day of June 1951, before me, the undersigned officer, personally 
appeared Wm. N. Updegraff, known to me to be the person whose name is sub- 
scribed to the above instrument and acknowledged that he executed the same 
for the purposes therein contained. 

In witness whereof, I hereunto set my hand and official seal. 


SEAL] Joun H. Coxe.ey, 
Notary Public in and for the City and County of San Francisco, State of 
California. 
My commission expires September 3, 1953. 


I, Wm. N. Updegraff, rear admiral, United States Navy (retired), commanding 
officer of all naval activities at Dutch Harbor during the Japanese attacks in 
June 1942, strongly urge of the Congress to at least enact H. R. 2972 for the relief 
of Mr. Harold Joe Davis. Since World War II the United States has firmly 
established its greatness by substantial assistance to our allies; with vast addi- 
tional sums used to care for former enemies, including nations who had actually 
slaughtered thousands of our young men. Yet, Mr. Davis, who contributed 
heroic wartime service and is highly deserving of every consideration, remains 
uncompensated for his injuries. If Members of the Congress could have been 
present at Dutch Harbor to witness the personal sacrifices of this man, to see 
the immensity of sums saved the Government by his actions in the face of enemy 
attacks, not a single day would pass without decisive action for his relief. 

In view of what has happened, only Congress is fully empowered and capable 
of restoring to Mr. Davis his constitutional rights. For one so deserving, that 
is as it should be, for it to be otherwise would put to shame that rare type of 
loyalty and devotion that has made our survival as a nation possible whenever 
confronted by foreign aggression. 

In further support of my affidavits of June 14, 1951, and October 5, 1951, I 
would like to clear up one point. Mr. Davis originally was employed by the 
civilian contractor working at Dutch Harbor. By the time of his arrival at the 
naval air station, Japan was at war with the United States. As a security measure 
the Navy took command of all fire protection. We retained Mr. Davis as chief 
of our naval fire department, working at all times under military orders. 

At that time our staff was small. Skilled naval personnel was often unobtain- 
able due to a rapidly expanding war program. Japan was establishing bases in 
the western Aleutians. To protect Alaska and the west coast it was necessary 
to act with all possible speed, using the means at hand. This we did. The 
civilian contractor had the only established departments capable of purchasing 
or paying salaries. Necessity forced us to use these to obtain many needed 
materials, pay naval personnel rushed to Dutch Harbor from other sectors, and 
to reimburse Mr. Davis for his services until trained naval personnel could be 
supplied from the States, to establish our own departmental procedure. Once 
each month all of these expenses were added together and the total amount repaid 
in full to the contractor. War made it impossible for us to operate any other way 
during this period. 

From the day of his arrival at the Naval Air Station, Dutch Harbor, Alaska, 
the Navy provided Mr. Davis’ salary, not the contractor. This I wish to make 
perfectly clear; Mr. Davis was our naval fire chief. He was injured by enemy 
action while acting in obedience to military orders, and was promised compensation 
for his injuries by officials of the Navy, acting for the Government in time of war. 


Wa. N. Upprecrarr, 
Rear Admiral, United States Navy (Retired). 
Subscribed and sworn to before me at San Francisco, Calif., this 25th day of 
January 1952, 
[SEAL] M. R. RosENBERG, 
Notary Public. 
My commission expires December 15, 1953, 
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AFFIDAVIT FOR THE CONGRESS OF THE UNITED STATES 


On June 3 and 4, 1942, when the Japanese carried out bombing raids agains; 
the military installations at Dutch Harbor, Alaska, I was on duty there as thy 
executive officer of the Naval Air Station, Dutch Harbor, Alaska. In this 
capacity I was the second in the chain of command of the air station, which was 
then commanded by Commander (now Rear Admiral) William N. Updegraff 
United States Navy. My duties included preparation of the naval air stati 
for the defense against attacks by the enemy. 

Of considerable concern to us was the hazard of fires which were expected ¢ 
result from bombing attacks. Our fire-fighting organization was under the 
direct military supervision of Maj. Gould P. Groves, United States Mar 
Corps, and the chief of the fire department itself was a civilian, Harold Joe Da 

On the morning of June 3, 1942, the Japanese made the first of a series of 
bombing attacks on Dutch Harbor. Some of these bombs fell in the Army area 
at Fort Mears, adjacent to the naval air station killing approximately 40 soldiers 
and setting on fire several buildings. 

Mr. Davis was dispatched to Fort Mears by Major Groves to fight these fir 
While proceeding to Fort Mears in a fire truck, two bombs fell close by the road 
and the blast overturned the fire truck and injured Mr. Davis. In spite of t! 
Mr. Davis and his crew, with great courage and devotion to duty, succeeded jr 
righting the fire truck and proceeded to the scene of the fire, where they fought 
the fire until it was extinguished. 

In spite of his injuries, Mr. Davis continued on duty the following day when 
Dutch Harbor was again subjected to bombing attacks which resulted in a number 
of fires at the naval air station. He and his fire fighters persevered until these 
new fires were brought under control. 

In the following weeks Mr. Davis was treated for his injuries and was subse- 
quently evacuated to the United States. It was the expectation of the authorities 
at Dutch Harbor that means would be found for the Government to continu: 
such medical treatments for Mr. Davis as might be required and to provide suit- 
able financial compensation. 

During this attack Mr. Davis was not a member of the armed services, but all 
persons on the island were subject to orders of the military as regards the commoi 
defense. His injuries were caused by the explosion of the Japanese bombs wh 
he was carrving out orders of the military to proceed to the fire, and thus he was 
injured in line of duty. Throughout these attacks, Mr. Davis acted with great 
courage and fortitude, and his suecessful action in fighting the fires minimized 
fire damage to Government property In my opinion, Mr. Davis is most deser\y 
of compensation for his injuries. 


T. C, Tomas, 
Captain, United States Navy 
(Formerly executive officer of the Naval Air Station, Dutch Harbor 
Notarized September 26, 1951. 
[SEAL] A. C. Cox, 
Notary Public in and for the State of Idaho 


My commission expires February 25, 1954. 


NavAL RESERVE Orricers’ TRAINING Corps, 
UNIVERSITY OF IDAHO, 
Moscow, Idaho 


AFFIDAVIT FOR THE CONGRESS OF THE UNITED STATES 


I have learned that the Congress has not yet acted upon special legislation t 
compensate Harold Joe Davis for injuries received as a result of enemy action at 
Dutch Harbor, Alaska, on June 3-4, 1942. In order that the Congress mav hav 
additional information on which to judge the case, 1 would like to elaborate on! 
affidavit of September 26, 1951. 

Now that the war is over and we have access to the Japanese records, we have 
learned that their plan for the Aleutian campaign, taken in conjunction with t! 
attack on Midway, was to deal Dutch Harbor a devastating blow by carrier ail 
craft so as to knock it completely out of the picture. The Japanese made the 
attacks on schedule on June 3-4, dropping manv bombs which resulted in destruc- 
tion of life and property and in many fires. The destruction would have bee! 
greater had it not been for the gallant efforts of Mr. Davis and his fire fighters 
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who limited the spread of the flames by working unceasingly under the most diffi- 
cult and dangerous circumstances. They continued to fight the fires while the 
nemy was actually attacking. 

Due to the efficiency of their fire-fighting efforts, the damage to the Dutch 
Harbor installations was minimized and instead of Dutch Harbor being knocked 
out of the war it continued to function as a base for offensive action against the 
Japanese who were then seizing bases in the western Aleutians 

\s I was there on the spot and had a chance to see Mr. Davis and his fireme1 
in action, I personaliv know these facts to be true and that the actions of Mr 
Davis in preventing the spread of fire saved the Government large sums of mone‘ 
and made a major contribution toward the continuance of our war effort at Dutch 
Harbor. 

I would like to point out again that the initial injuries of Mr. Harold Joe Davis 
were caused by the blast of an enemy bomb while he was proceeding to the scene 
of the fire at Fort Mears and that he was acting in obedience to military orders 

Mr. Davis was contributing to the defense of Dutch Harbor just as much as 
the members of the Army, Navy, and Marine Corps who were in uniform It 
is only just that one who has served his country so well should receive some 
compensation for his injuries and sufferings, and this is especially true in view of 
the fact that these injuries have impaired his health seriously and apparently 
permanently. 

I urge the Congress to enact such legislation as will compensate this courageous 
and deserving gentleman for his injuries and suffering 


I 


T. C. Tuomas, 
Captain, United States Navy, 
(Formerly executive officer of the Naval Air Station, Dutch Harbor 
Notarized September 21, 1951. 
[SEAL] a oe es 
Notary Public in and fon the State of Idaho 
My commission expires February 25, 1954. 


3045 BROWNING STREET, San Dieco, CALir 
To Whom It May Concern: 


This is to certify that Mr. Harold Joe Davis was on duty as civilian chief of the 
fire department at the United States Naval Operating Base, Dutch Harbor, 
Alaska, at the time of the air attacks by the Japanese on Dutch Harbor, on June 
3and 4, 1942. His prompt and courageous action under fire was largely responsible 
for the comparatively light losses due to fires at that time 

I was advised at that time he was injured during the air raid but continued to 
fight the fires in spite of his injuries 

Ruea S. TAyor, 
Commander, ''nited States Navy (retired 
Subscribed and sworn to before me on this 28th day of September 1951. 


[SEAL] H. F. Hewirvr. 
My commission expires September 1, 1955, 


I, Francis J. McKenna, being duly sworn, under oath, make the 
affidavit: That I am a rear admiral on the retired list of the United States Navy 
that I first met Mr. Harold Joe Davis during the calendar year 1942; that he 
was at that time serving as civilian fire chief for the Navy at the Naval Operating 
Base, Dutch Harbor, Alaska. That I was then on duty as commandant, Naval 
Operating Base, Dutch Harbor, Alaska. 

In my official capacity I learned that Mr. Davis organized and built up the 
fire department to a highly efficient state. This efficiency is best testified to by 
the fact that there was never a serious fire in Dutch Harbor during the period 
he served as fire chief, except those caused by enemy action 

I was informed that during the raids on Duteh Harbor the fire department, 
under Chief Davis’ direction, very quickly got the resulting fires under control 
so that loss to necessary military installations was limited, and that they dis- 
regarded the presence of the enemy and confined their attention to the job in 
hand. The splendid results obtained were due to their promptness in arriving, 
and Mr. Davis’ own efficient direction. Communications from Headquarters 
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Naval Command authorizing and assuring Mr. Davis compensation in full for 
the serious injuries he had received during these raids passed through my hands 
I personally know this commitment was made to Mr. Davis. 
Francis J. McKenna, 
Rear Admiral, United States Navy (Retired 
State oF New York, 
County of Suffolk, ss: 


Sworn to before me this 12th day of September 1951. 


jSEAL] ALBERT P. HopkKINs, 
Notary Public, State of New York. 
Term expires March 30, 1952. 


THe Wuire House, 
Washington, March 9, 1945. 
Mr. Haroup Jog Davis, 
Tulsa, Okla. 


My Dear Mr. Davis: The services contributed by you during the attacks o1 
Dutch Harbor and the excellent work you performed has been reviewed with 
great interest. I have been deeply shocked to learn of the injustice that has 
occurred in regard to the disability you acquired in this experience. 

You are assured the Government will not overlook its obligation to you. I 
order to provide for your medical care and well-being, I will have a bill introduced 
in Congress to provide you with necessary funds. 

At this time I should like to extend to you my sincere appreciation for giving so 
unstintingly of your time and effort in our war effort. The special knowledge you 
have made available to the Government without charge has helped the nation- 
wide campaign to reduce inexcusable waste of manpower, time, and material. 

Very sincerely yours, 
FRANKLIN D. ROOSEVELT. 


NOVEMBER 4, 1949 
To Whom It May Concern: 


This statement has to do with Mr. Harold Joe Davis. While serving with the 
United States Navy as security officer under the commander Alaskan sector, | 
first came in contact with Mr. Harold Joe Davis on July 30, 1952, at Naval 
Operating Base, Dutch Harbor, Alaska. He was at that time civilian fire chief 
in charge of the fire department on that base. He had arrived at Naval Operating 
Base, Dutch Harbor, early the preceding December and was on duty on June 3, 
1942, when the Japs struck the base. 

At the time of our first meeting, I noted he was bothered to a considerable 
extent by pain in one of his legs, which definitely impaired his movements. He 
also seemed to have considerable pain in his head, neck, and one shoulder, ac- 
companied by an almost constant headache. 

This was the result of injuries caused when he was blown from his fire truck 
during the bombing attack I learned. 

He was an efficient and conscientious man who had carried out his duties with 
credit to the fire department and himself. Following his injury, and during my 
contact with him, it was noted he required a good deal of medical treatment. 
While he continued to carry out his assigned duty, this was done, to my knowledge, 
with considerable attendant pain and discomfort to himself. 

He continued in his job as fire chief, Naval Operating Base, Dutch Harbor, 
Alaska, until he was shipped out when fire defenses were taken over by naval 
personnel, the latter part of November 1942. 

RicHaRp R. RoBeRtson, 
Lieutenant Commander, United States Naval Reserve, Former Security 
Officer Commander, Alaskan Sector. 





To Whom It May Concern: 


I was the officer in overall charge of the fire department at the United States 
Naval Air Station, Dutch Harbor, Alaska, during the air attacks on June 3 and 4, 
1942, Harold Joe Davis was the civilian fire chief under me. As such, he was in 
active charge of all fire equipment and personnel. 

On the morning of June 3, 1942, Dutch Harbor was subject to a fairly severe air 
attack. Fort Mears, the Army post adjoining the naval air station, received 
several hits at the beginning of the attacks and several warehouses were set on fire. 
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| sent Chief Davis with the fire truck and crew to aid in fighting the fires in Fort 
Mears. I did not see him after that until he returned with the truck to his original 
tion. He then informed me that they had suffered a near miss and that his 
ew had been blown off the truck. However, the truck was back in operation 
although somewhat damaged and choked with mud. The fire at Fort Mears was 
rought under control without spreading to nearby buildings. 

In the afternoon of June 4, 1942, the air attack on Dutch Harbor continued. 
Several oil tanks were hit and the old ship U. 8. 8. Northwestern and several nearby 
varehouses set on fire. This latter fire was within 50 to 75 feet of a nest of tuel-oil 
anks, which threatened the entire air station. Fire fighting was commenced 

nediately, and while the air assault was still in progress. Ihe fire was finally 
stopped without spreading, after an all-night struggle against it. 

Soon after the air attacks, I noticed a definite change in the personality of Chief 
Davis. He became moody, depressed, nervous, and very anxious about the prog- 
ress of the war. I was intormed by the executive officer of the station that he 
came in once to volunteer for the then somewhat publicized ‘‘human torpedo 
ittack duty”’ against the Japs. He was released and evacuated to the mainland 
a little later, around the time the naval construction battalions came into Duteb 
Harbor to relieve the civilians. 

Goutp P. Groves, 
Lieutenant Colonel, United States Marine Corps 
(Formerly in command of Marine barracks, Naval Air Station, Dutch 
Harbor, Alaska). 


DuBsuaQukE, Iowa, October 16, 1950. 
To Whom It May Concern: 

On June 3, 1942, when I was stationed at NAS, Dutch Harbor, the Japanese 
executed a bombing raid against us. As intelligence officer, it was my duty to 
make a report of the raid. As I now recall, the following facts were developed in 
connection with that report: 

The attack was directed primarily against the fire truck, with Mr. H. J. Davis in 
charge, as it proceeded to the Army area to fight the fires set there. About hal! 
way to the Army area a bomb struck alongside the road in the immediate vicinity 
of the fire truck, throwing it off the road and turning it over on its side. Mr. Davis 
and some of the truck crew were injured at this time, but they righted the truck 
and continued to the Army area, where they effectively limited the fire damage. 

At a subsequent meeting of the naval officers it was the consensus that the most 
courageous acts noted during the 2-day raid were those of Mr. Davis. 

Several months later Mr. Davis was forced to resign his position as fire chief 
because of injuries received, as above noted. 

T. H. Netson, LCDR, U.S. N. R. 


Marcu 30, 1950. 
To Whom It May Concern: 

As the officer who was in command of the United States naval air station and all 
other naval activities at Dutch Harbor, Alaska, at the time of the Japanese 
bombing and machine-gun attacks during the period June 3, 1942, to June 4, 1942, 
[ am making this certificate to state that Mr. Harold Joe Davis was in charge of 
our fire department at the time; that he was injured in line of duty proceeding to 
the scene of fires resulting from the Japanese attacks, that he required medical 
treatment consequent to those attacks, and that I know these facts of my own 
knowledge. 

Wo. N. Uppeacrarr, 
Rear Admiral, United States Navy (Retired) 
(Formerly in command of all United States naval activities at Dutch 
Harbor between August 1941 and August 1942). 


AFFIDAVIT 


I recently learned that Congress has not yet acted upon such legislation to 
compensate Harold Joe Davis for his injuries as a result. of enemy action at Dutch 
Harbor, Alaska, on June 3 and 4, 1942. I am making this affidavit to point out to 
Congress the history and merits of Mr. Davis’ claim for personal unjuries and urge 
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the Congress to enact such legislation as to compensate Mr. Davis for his injuries 
and suffering. 

As executive officer of the United States Marine Barracks at Dutch Harbor. 
Alaska, I know that Mr. Davis, who came to Dutch Harbor as a civilian fire chief 
but at the time of the attack on Dutch Harbor was acting under naval order, was 
injured on June 3, 1942, when a bomb was dropped near one of the fire trucks 
The naval base at Dutch Harbor was bombed on June 3 and 4, 1942, and many 
bombs which resulted in the destruction of life and property were dropped on thi 
naval base. Many fires were started, and destruction would have been much 
greater had it not been for the excellent work of Chief Davis and his fire fighters, 
who limited the spread of the fires and probably saved the naval base. Part of 
this fire-fighting work was conducted while the naval base was still under attack, 
and Mr. Davis continued to work after he was injured. I was at Dutch Harbor 
during the entire period of the Japanese attack and remained at Dutch Harbor 
after Chief Davis was evacuated to the mainland. I personally know that Chief 
Davis was in the naval hospital at Dutch Harbor and that he was evacuated by 
the doctors. 

As Mr. Davis has suffered and his health seriously impaired and due to the fact 
that it has been necessary for him to spend his own money for treatment, I believe 
that it would only be just that Chief Davis receive compensation from the 
Government. 

Harry 8S. Popper, Jr., 
Lieutenant Colonel, United States Marine Corps Reserve, 
(Formerly executive officer, United States Marine Barracks, 
Dutch Harbor, Alaska). 
Sworn to and subscribed before me this 31st day of December 1951. 


Miriam W. RoBERTSON, 
Notary Public, Bibb County, Ga. 


STATE OF OREGON, 
County of Multnomah ss: 

I, Richard R. Robertson, being duly sworn, under oath, depose and say: 
That I am a Navy veteran of both World Wars. I am now employed by the 
Northern Assurance Co., Ltd., Portland, Oreg.; that I first met Mr. Harold Joe 
Davis as civilian fire chief of the Naval Operating Base, Dutch Harbor, Alaska, 
fire department, during the calendar year of 1942; that I was then a lieutenant 
commander, United States Naval Reserve, on duty as security officer attached 
to the staff, commander Alaska sector. 

During the attack on Dutch Harbor by the Japanese, Mr. Harold Joe Davis, 
while serving in his capacity as fire chief, responded to an alarm. The concussion 
of a bomb blew the fire truck in which he was riding over into a ditch and blew 
him out of the truck onto the ground, where he struck on his head and shoulder. 
After the period mentioned, I observed that Mr. Harold Joe Davis suffered with 
recurrent headaches, which at times totally incapacitated him and prevented his 
attention to duty. His condition increased as time elapsed, which eventually 
resulted in his being evacuated to the United States for treatment and separation 
from his position. 

This affidavit is based upon my personal observation, recollections, and belief. 

In witness whereof, I have hereunto affixed my signature this 30th day of 
March 1951. 

Ricwarp R. RoBertTson. 

Subscribed to and sworn before me the 30th day of March 1951. 


[SEAL] Leonarp D. ALLEY, 
Notary Public for Oregon. 
My commission expires October 23, 1953. 





[Western Union telegram] 


Tusa, Oxia., June 10, 1952. 


Hon. W. G. Sricier, 
House of Representatives, Washington, D. C. 
Harold Joe Davis has spinal arthritis, scar tissue both lungs, hard tumors right 
arm, legs, back, impaired kidney funetion, high] blood pressure, severe headaches 
from concussion; vision right eve poor. Have known Mr. Davis 20 years; con- 
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need injuries resulted from his experience suffered Dutch Harbor; injuries 
yermanent. 
Dr. Frep D. Hatuapay. 





MEMORANDUM OF DISAPPROVAL 


| am withholding my approval from H. R. 1460, for the relief of Harold Joe 
Davis. 

This measure would pay the sum of $10,000 to Harold Joe Davis, of Tulsa, 
Okla., as compensation for alleged permanent disability growing out of injuries 
sustained in a Japanese bombing attack at Dutch Harbor, Alaska, in 1942. 

There is conflicting evidence regarding the facts in this case. It is undisputed, 
owever, that the claimant was fire chief at the Navy’s installation at Dutch 
Harbor, when it was bombed by the Japanese in 1942 and that, as a result of this 
hombing, he was injured while in the performance of his duties. It is not entirely 
clear whether the claimant was an employee of a Government contractor at the 
time of his injury or whether he may not have been a de facto employee of the 
United States. Nor is it clear just what the nature and extent of his injuries were 

to what extent they were responsible for his present condition. 

Either as an overseas employee of a Government contractor or as an employee 
f the United States, the claimant was entitled to periodic disability compensation 
inder laws administered by the Bureau of Employees’ Compensation if he sus- 
tained a compensable disability in the course of his employment. However, for 

ssons unknown, he did not file a claim with that Bureau until some 7 years 
ifter the bombing injuries were incurred, a time interval well beyond the statutory 
neriod within which such claims had to be filed. His claim was subsequently 
rejected not only for failure to file timely but also because, on the basis of hearings 

n the merits, it was determined that no present. disability existed as a result of 
the 1942 injuries. 

| find no justification for this proposed award. In amount, it bears no relation 

any indicated measure of damages. It constitutes a method of payment which 
s at variance with the periodic compensation benefits provided by existing law. 
Its sole justification seems to be that the claimant is unable to meet the substantive 
snd procedural requirements of compensation statutes of general applicability 

In view of the conflicting evidence in the case, however, I believe that the 
claimant should be afforded the opportunity to advance any additional evidence 

nay have in support of his claim. I would, therefore, be willing to approve a 
bill which would permit a determination of the claimant’s employment status at 
the time of his injuries and which would then permit him, notwithstanding any 
tatute of limitations, to file a claim under the law applicable to that status. In 
his way the claim will be processed under accepted procedures, fair to both the 

lividual and the Government. In my opinion, such a bill gives the fullest 
wossible recognition to the equities in favor the claimant and should be productive 
fa result in keeping with the degree of disability he so unfortunately sustained 
as a result of his war injuries. 

Dwicut D. E1rseENHOWER. 
fue Wuire House Orrice, 
Lowry Air Force Base, 
Denver, Colo., August 15, 1958. 


DEPARTMENT OF LABOR, 
OFFICE OF THE SECRETARY, 
Washington, February 3, 19543 
Hon. Coauncey W. ReEeEb, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D, C. 

DEAR CoNGRESSMAN REED: This is in further reply to your recent request for 
my comments on H. R. 7413, a bill for the relief of Harold J. Davis. 

H. R. 7413 would authorize Mr. Davis to file a claim for compensation under 
the Federal Employees’ Compensation Act (39 Stat. 742, as amended) within 
| year of the enactment of the proposal. It would also make a legislative deter- 
mination that the claimant was an emplovee of the United States engaged in the 
performance of his employment duties when he sustained certain injuries for 
which he is seeking compensation. 








16 HAROLD J. DAVIS 


An enrolled enactment to grant the sum of $10,000 to the claimant in this 
in connection with his asserted injuries was vetoed by the President on Augyey 
15, 1953. In vetoing this bill, the President stated that he believed Mr. Day 
should be afforded an opportunity to advance any additional evidence h« 
support of his claim. He indicated, therefore, that he would approve 
waiving the statute of limitations in Mr. Davis’ case and permitting a deter 
tion of his status at the time of his injuries. It is my opinion that the pr 
proposal which would establish the fact that Mr. Davis was a Governme: 
employee and engaged in the performance of his duties at the time of his 
is at variance with the President’s views. 
For this reason, I would not favor the proposal. 
The Bureau of the Budget advises that it has no objection to the submiss LI 
of this report. + | 
Yours very truly, 
James P. MircuHe i 
Secretary of Labo 
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83p CONGRESS HOUSE OF REPRESENTATIVES REPORT 
od Session No. 1 35 5 


LIMITING THE OPERATION OF THE CONFLICTS OF 
+ IXTEREST STATUTES WITH RESPECT TO COUNSEL IN 
) SSCERTAIN CASE 


Marcu 16, 1954.—Ordered to be printed 


Mr. Granam, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany H. R. 8315] 


The Committee on the Judiciary, to whom was referred the bill 
(H. R. 8315) to limit the operation of sections 281 and 283 of title 
18, United States Code, and section 190 of the Revised Statutes of 
the United States (5 U.S. C. 99) with respect to counsel in a certain 
case, having considered the same, report favorably thereon without 
amendment and recommend that the bill do pass. 


PURPOSE OF BILL 


The purpose of the bill is to limit the operation of sections 281 and 
283 of title 18, United States Code, and — 190 of the Revised 
Statutes of the United States (5 U. S. C. 99), with respect to one 
Harold A. Smith, an attorney, whom a" Tiiartinant of Justice 
wishes to employ to conduct the case of United States v. Konovsky 
et al., now pending in the United States District Court for the Northern 
District of Illinois. 

GENERAL STATEMENT 


Sections 281 and 283 of title 18 of the United States Code are 
so-called conflicts-of-interest sections of the penal law. Section 281 
makes it a crime for Members of Congress, officers, and others, to 
accept compensation in matters affecting the Government. Section 
283 deals with officers or employees who are interested in claims against 
the Government. Section 99 relates to bans of ex-officers or employees 
from prosecuting certain claims against the Government for a period 
of at least 2 years after their employment has ceased. 

The Department of Justice, which has the responsibility of the 
prosecution in the case of United States v. Konovsky et al., cannot 
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obtain the services of its former employee who had prosecuted tha 
case in the first instance. After conviction, the case was reversed } 
the Court of Appeals of the Seventh Circuit and remanded | 
lower court for a new trial. 

In view of the importance of the case, the Department of Jk Ly 
reports that it has selected Mr. Harold A. Smith to represent 
Government in the retrial of the case. Mr. Smith has agreed 
accept the appointment as a special assistant to the Attorney Gener; 
for the sole purpose of handling this case, but feels that he should | 
be called upon to sacrifice any of his legal business involving 
Government or other clients as a result of handling this matter 

Therefore, the Department of Justice has recommended, i 
executive communication attached hereto, that the proper sectioi 
the law be waived as to Mr. Smith. Precedents for this action ar 
forth in the letter of the Attorney General. 

Marcu 8, 19 
The SPEAKER, 
House of Representatives, Washington, D. C. 

Dear Mr. Speaker: The Department of Justice recommends the early ¢ 
ment of a bill to limit the operation of sections 281 and 283 of title 18, U) 
States Code, and section 190 of the Revised Statutes of the United Stat: 
U.S. C. 99), with respect to Mr. Harold A. Smith, an attorney, whom the Depar 
ment wishes to employ to conduct the case of United States v. Konovsky et 
now pending in the northern district of Illinois. 

In July 1951 a destructive 3-day riot occurred in Cicero, IIl., following attempt 
of a Negro family to occupy an apartment there. An exhaustive investigat 
led to the indictment and conviction of the Cicero police chief and other officia 
for conspiracy and violation of substantive civil rights. The Court of Appea 
for the Seventh Circuit reversed the conviction for evidentiary reasons a 
remanded the case to the lower court for a new trial (United States v. Konovs 
202 F. 2d 721). 

The Government was represented in the trial court and the court of appeals 
by Mr. Leo F. Tierney, a Chicago attorney, who was appointed as a spe 
assistant to the Attorney General solely to conduct the prosecution. After 
arguing the case in the court of appeals, Mr. Tierney resigned as special ass 
ant to the Attorney General and has declined to accept another appointment t 
retry the case | 

In view of the importance of this case, the Department has carefully examined 
the qualifications of outstanding attorneys in the Chicago area in order to find 
a suitable person to represent the Government in the retrial of the case. Mr 
Harold A. Smith, of excellent ability and reputation in the community, has heer 
selected. Mr. Smith has agreed to accept the appointment provided he is not 
called upon to sacrifice any business involving the Government or other clients 
as a result of trying this one case. In order to accomplish this purpose I an 
submitting herewith a proposed bill to exempt Mr. Smith from sections 2s 
and 283 of title 18, United States Code, and section 190 of the Revised Statutes 
of the United States. 

Similar legislation has been enacted by Congress in a number of instances i 
the last 20 vears. Congress from time to time has recognized the necessity f 
exempting special counsel and has passed numerous acts limiting the so-called 
conflicts-of-interest statutes. The act of December 21, 1928 (45 Stat. 1067 
relieved Mr. Justice Roberts, then special Government counsel, in suits arising 
out ef the Teapot Dome oil scandal. The act of December 24, 1931 (47 Stat. 4 
exempted the special counsel in the case of the Appalachian Electric Power Com- 
pany v. George Otis Smith et al. The same type legislation was enacted in the 
act of April 14, 1934, (48 Stat. 590); the act of May 25, 1934 (48 Stat. 804 
the act of August 29, 1935 (49 Stat. 962); the act of March 18, 1936 (49 Stat. 1164 
the act of June 15, 1936 (49 Stat. 1513); the act of June 22, 1936 (49 Stat. 1820 
the act of May 20, 1937 (50 stat. 198); and the act of August 25, 1937 (50 Stat 
805). 

Other more recent legislation has heen enacted exempting attorneys for certa 
Senate committees from the operation of the so-called conflicts-of-interest stat- 
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| The following are examples of this type legislation: An act of March 24, 
1050 (64 Stat. 35); an act of May 17, 1950 (64 Stat. 163); a joint resolution ap- 
proved May 26, 1950 (64 Stat. 193); and a joint resolution approved July 12, 1950 
64 Stat. 336). 
In view of the fact that the retrial of the Konovsky case is set for March 30, 
1954, the Department would appreciate early enactment of the measure to allow 
Mr. Smith sufficient time to prepare the case. 
Che Bureau of the Budget has advised that there is no objection to the sub- 
| sion of this recommendation. 
Sincerely yours, 
—-, 
Attorney General, 
Your committee recommends the favorable enactment of this bill. 
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3p CONGRESS HOUSE OF REPRESENTATIVES REPORT 
No. 1356 


PROVIDING FOR THE PAYMENT OF 6 MONTHS SALARY AND $350 
FUNERAL EXPENSES TO MRS. MARIAL BECK, SISTER OF URSULA 
M. LEIPOLD, LATE AN EMPLOYEE OF THE HOUSE OF REPRE- 
SENTATIVES 


Marcu 17, 1954.—Ordered to be printe 


\fr. LeCompte, from the Committee on House Administration, 
submitted the following 


REPORT 


{To accompany H. Res. 463] 


The Committee on House Administration, to whom was referred 
House Resolution 463, having considered the same, report favorably 
thereon, without amendment, and recommend that the resolution 
do pass. 
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3p COMrdsdBSARYUSE OF REPRESENTATIVES (  Rerorr 
Id Session l No. 1357 


PROVIDING THAT TITLE TO CERTAIN SCHOOL LANDS SHALL VEST 
IN THE STATES UNDER THE ACT OF JANUARY 25, 1927, NOT- 
WITHSTANDING ANY FEDERAL LEASES WHICH MAY BE OUT- 
STANDING ON SUCH LANDS AT THE TIME THEY ARE SURVEYED 


Marcu 17, 1954.— Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 


Mr. Miuuer of Nebraska, from the Committee on Interior and 
Insular Affairs, submitted the following 


REPORT 


[To accompany H. R. 7110} 


The Committee on Interior and Insular Affairs, to whom was re- 
ferred the bill (H. R. 7110) to provide that title to certain school lands 
shall vest in the States under the act of January 25, 1927, notwith- 
standing any Federal leases which may be outstanding on such lands 
at the time they are surveyed, having considered the same, report 
favorably thereon with amendment and recommend that the bill as 
amended do pass. 

The amendments are as follows: 

Page 3, following line 7, insert the following new paragraph: 

5) Where, at the time royalties accrue, the lands or deposits covered by a 
single lease are owned in part by the State and in part by the United States, the 
oe shall be allocetec between them in proportion to the acreage in said lease 
owned DV eacn. 


EXPLANATION OF THE BILL 


H. R. 7110 provides that title to certain school lands shall vest in 
the States as provided in the act of January 25, 1927, as amended 
(43 U.S. C., see. 870), notwithstanding any Federal leases which may 
be outstanding at the time the lands are surveyed. The bill carries 
no request for appropriation of Federal funds. 

The favorable report of the Secretary of the Interior, made with 
the consent and approval of the Bureau of the Budget, fully explains 
the purpose of H. R. 7110. The Department’s report is as follows: 
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2 TITLE TO CERTAIN SCHOOL LANDS SHALL VEST IN THE STATES 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington 25, D. C., March 12, 195 
Hon. A. L. MiLuer, 
Chairman, Committee on Interior and Insular Affairs, 
House of Representatives, Washington 25, D. C. 

My Dear Dr. Mier: This is in reply to your request for a report on H. R 
7110 a bill to provide that title to certain school lands shall vest in the States t 
the act of January 25, 1927, notwithstanding any Federal leases which may be 
outstanding on such lands at the time they are surveyed. 

I would have no objection to the enactment of this bill. It would be desirable 
however, that it be amended as suggested in this report. 

The act of January 25, 1927 (43 U. 8. C. see. 870) granted to the various States 
title to school sections in place even though those school sections were mineral] 
in character. The 1927 act, however, contained a number of. exceptions. On¢ 
exception prevents the States from gaining title to school lands which are sul 
to mineral leases or to applications at the time the title would otherwise vest 
until the mineral lease is terminated. Thus, unless the 1927 act is amended 
mineral lease or an application has been or is in the future outstanding 
school sections are surveyed, the States may be prevented from securing 
until the mineral deposit is exhausted. While the 1927 act permits the Stat 
select other land in lieu of the land under such leases, if they so desire, the 
selections may be made only for nonmineral land and therefore do not permit th 
States to recoup the mineral values lost because of the outstanding leases. 

H. R. 7110 grants to the States the school sections in place even though they a 
subject to outstanding mineral leases or applications, and provides that the States 
shall succeed to the position of the United States as lessor. 

I believe that there is considerable merit to the bill. The 1927 act indicates 
general intention of Congress that the States shall obtain mineral lands along wit! 
nonmineral lands under the State school grants. Since 1927, the exception of 
lands under mineral lease has attained a disproportionate significance. Due t 
lack of funds and to other demands, our program of surveying heretofore u 
veyed land has lagged badly. During the same period increased interest 
and gas exploration has resulted in large acreages being leased. The amount 
publie land under mineral lease in the United States presently exceeds 60 milli 
acres, and, while we intend to intensify our survey program, it is not likel 
expand as rapidly as the mineral leasing program. Thus as lands are survey 
the States find that an increasing proportion of school sections are subject to t! 
leasing exception of the 1927 act and thus may be deprived of the mineral values 
in those lands. H.R. 7110 would remedy this inequitable situation. It should 
be noted that the fact that lands are under oil and gas lease does not mean that 
they will produce royalties since most leases are obtained on unproved land. 

We believe, however, that one amendment to the bill is desirable. If the | 
is enacted, there will be some instances where a single lease includes land bot 
owned by a State in a school section and owned by the United States in adjoir 
sections. Under those circumstances, in order to avoid clashes between the State 
and the Federal Government, we believe it would be wise to require that th 
royalties from the lease be allocated to the State and the Federal Government 
proportion to the acreage in the lease owned by them at the time the royalties 
accrue. I suggest, therefore, that an additional paragraph be added to the new 
subsection (d) to read as follows: 

**(5) Where, at the time royalties accrue, the lands or deposits covered by a 
single lease are owned in part by the State and in part by the Federal Government 
the royalties shall be allocated between them in proportion to the acreage in sa 
lease owned by each.”’ 

The Bureau of the Budget has advised me that it has no objection to th 
presentation of this report. 

Sincerely yours, 


Dovetas McKay, 
Secretary of the Interior 


The amendment suggested by the Department has been adopted by 

* 7 - ° : ley 

the committee. Enactment of H. R. 7110 as amended is unanimous!) 
recommended by the Committee on Interior and Insular Affairs. 
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CHANGES IN EXISTING LAW 


In compliance with clause 3 of Rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as 
introduced, are shown as follows (existing law proposed to be omitted 
is enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 


Act oF JANUARY 25, 1927 (44 Star. 1026), as AMENDED BY THE Act or May 2 
1932 (47 Strat. 140) (43 U. S. C., Sec. 870 


Subject to the provisions of subsections (a)—(e) of this section, the several 
grants to the States of numbered sections in place for the support or in aid of 
common or publie schools be, and they are, extended to embrace numbered school 
sections mineral in character, unless land has been granted to and/or selected by 
and certified or approved, to any such State or States as indemnity or in lieu of 
any land so granted by numbered sections 

a) The grant of numbered mineral sections under this section shall be of the 
same effect as prior grants for the numbered nonmineral sections, and titles to 
such numbered mineral sections shall vest in the States at the time and in the 
manner and be subject to all the rights of adverse parties recognized by existing 
law in the grants of numbered nonmineral sections 

b) The additional grant made by this section is upon the express condition 
that all sales, grants, deeds, or patents for any of the lands so granted shall here 
after be subject to and contain a reservation to the State of all the coal and other 

iinerals in the lands so sold, granted, deeded, or patented, together with the 
right to prospect for, mine, and remove the same The coal and other mineral 
deposits in such lands not heretofore disposed of by the State shall be subject to 
ease by the State as the State legislature may direct, the proceeds and rentals 
and royalties therefrom to be utilized for the support or in aid of the common or 
publie schools: Provided, That any lands or minerals hereafter disposed of con- 
trary to the provisions of this section shall be forfeited to the United States by 
appropriate proceedings instituted by the Attorney General for that purpose in 
the United States district court for the district in which the property or some part 
thereof is located. 

c) [That] Except as provided in subsection (d), any lands ineluded within 
the limits of existing reservations of or by the United States, or specifically 
reserved for water-power purposes, or included in any pending suit or pro- 
ceeding in the courts of the United States, or subject to or included in any valid 
application, claim, or right initiated or held under any of the existing laws of the 
United States, unless or until sueh reservation, application, claim, or right is 
extinguished, relinquished, or canceled, and all lands in the Territory of Alaska, 
are excluded from the provisions of this section 

(d) (1) Notwithstanding subsection (c), the fact that there is outstanding on any 
numbered mineral section at the time of its survey a lease or leases entered into by 
the United States, or an application therefor, shall not prevent the grant of such 
numbered mineral section to the State concerned as provided in this Act 

(2) Any numbered mineral section which has been surveyed prior to the date of 
the enactment of this subsection, and which has not been granted to the State concerned 
solely by reason of the fact that there was outstanding on it at the time of the survey 
a lease or leases entered into by the United States, or an application therefor, is 
hereby granted by the United States to such State under this section as if it had not 
heen so leased; and the State shall succeed to the position of the United States as 
lessor under such lease or leases. 

(3) Any numbered mineral section which is surveyed on or after the date of the 
enactment of this subsection, and on which there is outstanding at the time of such 
survey a lease or leases entered into by the ''nited States, shall (unless excluded from 
the provisions of this section by subsection (c) for a reason other than the existence of 
an outstanding lease) be granted to the State concerned immediately upon completion 
of such survey; and the State shall succeed to the position of the United States as lessor 
under such lease or leases. 

(4) The Secretary of the Interior shall, upon application by a State, issue patents 
lo the State for the lands granted by this Act, in accordance with the Act of June 12, 


’ 
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1934 (48 Stat. 1185, 43 U7. 8. C. sec. 871a). Such patent shall include a statement 
that the State succeeded to the position of the United States as lessor at the time the 


title vested in the State. 

(5) Where, at the time royalties accrue, the lands or deposits covered by a ngle 
lease are owned in part by the State and in part by the United States, the royalties shall 
be allocated between them in proportion to the acreage in said lease owned by each. 
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AUTHOR TPRAR Fig FINANCING OF A PROGRAM OF 
PUBLIC WORKS CONSTRUCTION FOR THE DISTRICT 
OF COLUMBIA 


MARCH iy; 1954.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 


Mr. O'Hara of Minnesota, from the Committee on the District of 
Columbia, submitted the following. 


REPORT 
[To accompany H. R. 8097] 


The Committee on the District of Columbia, to whom was referred 
the bill (H. R. 8097) to authorize the financing of a program of public 
works construction for the District of Columbia, and for other pur- 
poses, having considered the same, report favorably thereon with 
amendments and recommend that the bill, as amended, do pass. 

The amendments are as follows: 

On page 28, line 22, preceding “‘(d)”’ strike the word “and”. 

On page 28, line 23, strike the period and insert the following: 

; and (e) class E is amended to read “‘Class E. Motor vehicles not propelled by 
gasoline, double the fees for similar vehicles propelled by gasoline, other than 
motor vehicles used for the transportation of passengers.” 

On page 32, line 3, insert a quotation mark at the beginning of line. 

On page 32, line 11, strike “‘15,500,000” and insert “12,500,000’’. 

On page 32, line 18, strike the word “this” and insert in lieu thereof 
“the preceding’. 

On page 37, line 8, strike “$1.75” and insert “$1.50”’. 

On page 48, line 15, strike ‘‘2 cents’ and insert ‘‘1 cent’’. 


HISTORY OF THE BILL 


This bill is a revision of H. R. 7389, introduced January 20, 1954, 
at the request of the Commissioners and in accordance with approval 
of the Federal Bureau of the Budget. Joint hearings were held by 
the Fiscal Subcommittees of the Senate and House Distriet Com- 
mittees on January 26, 27, 28, and 29. As a result of such hearings 
and consideration by the Fiscal Subcommittees, H. R. 8097 was in- 
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troduced on February 25, 1954. The principal difference between the 
two bills is that the latte ‘r eliminates Federal loans for the genera] 
fund of the District and in lieu thereof provides for increased loc al 
taxes to finance public works payable from the general fund. 


PURPOSE 


The District of Columbia faces the necessity of financing an im- 
mediate needs public works program. Present revenues are insuffi- 
cient for the purpose. The 1955 budget makes no provision for any 
capital financing from the general fund with the exception of one 
project already under construction. 

In his message to the Congress transmitting the budget for the fiscal] 
year ending June 30, 1955, the President said: 

I strongly recommend enactment of legislation to finance the expanded public 
works construction urgently needed in the National Capital. This legislation 
would authorize an increase of $9 million in the annual Federal payment to the 
general fund of the District of Columbia, and additional $1 million for full pay- 
ment for all water and related services. It would authorize $107 million of ad- 
ditional interest-beaiing loans to the District over the next decade, of which an 
estimated $5 million would be spent in the fiscal year 1955. These expenditures 
by the Federal Government would be accompanied by substantial increases in 
taxes paid by District taxpayers. This legislation would, for the first time in 
recent years, place Federal payments to the District government on a level com- 
mensurate with the Federal Government’s position in and its demands upon the 
District. It would permit the District to start a long-term program of public 
works necessary to make the Capital City worthy of our great Nation. 

According to estimates, in the years immediately ahead the District 
will not have sufficient revenue to meet even its operating expenses, 
if present sources of revenue are to be relied on. It would be impos- 
sible to finance public improvements without additional assistance 
from the Federal Government. The bill authorizes this additional 
assistance in the general fund. The annual Federal payment to the 
District is increased by $9 million, of which $7.5 million is restricted 
for use only for public works and must be matched by local tax 
revenues in the general fund. Thus, $1.5 million is allowed as an 
increase in the Federal share of the operating expenses of the District 
The water, sanitary sewage, and highway funds would not receive 
any portion of the increased annual payment. The latter funds would 
be sustained by revenues provided by users of the services. 

The program of construction to be financed by means of the bill is 
as follows: 

WATER SUPPLY AND DISTRIBUTION 


The water program includes increased facilities for the collection 
and delivery of raw water from the Potomac River to the filtration 
plants and the expansion of filtration, pumping, storage, and distribu- 
tion facilities to bring them up to capacities needed for current require- 
ments. The total works for the next 10 years are divided as follows: 


Collection and purification facilities__.............--------.---- $21, 289, 000 
een TEU tc acca cack sea ccnd pe eabeceeececoeeagsecs 14, 499, 000 
en ek chs dae tease msithe-~ ban amiadchecerdeetedker> 35, 788, 000 
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FINANCING THE WATER PROGRAM 


Recent review of operating and construction costs for the water 
system, based on current prices and wages, has made it apparent 
that the income now available to the water system must be increased 
substantially without delay. 

The bill gives the Commissioners authority to increase water 
charges by not more than 33% percent. However, if operating and 
construction costs remain at present levels, the Commissioners have 
stated that the schedule of water charges would be raised on a gradu- 
ated basis with increases ranging from about 10 percent for small 
users to 22.2 percent for the largest consumers. 

With the increased income growing out of higher water rates, the 
full United States payment, and an increase in front foot benefit 
assessments for new water-main construction, water system income 
would be brought to a sufficiently high level to meet not only main- 
tenance and operating requirements but also to carry forward the 
capital expansion program and pay off all borrowing with interest by 
or before the year 1985. Even with this greater income the principal 
borrowing must be raised over the present limit of $23 million. For 
this reason the bill would authorize the increase of Treasury borrowing 
from $23 million to $35 million. 


SANITARY SEWAGE WORKS 


About 28 years ago the present system of main, trunk, and inter- 
ceptor sewers theoretically had reached substantially the ultimate 
capacity for which it was designed, and the deficiencies in the sewerage 
system have become progressively worse. 

It is proposed to catch up within 10 years with the most important 
and urgent needs of the system, which includes significant steps 
toward abatement of pollution in the Potomac. 


FINANCING THE SANITARY SEWER PROGRAM 


The bill establishes for the District a system similar to that which 
presently obtains in approximately 250 municipalities throughout the 
United States, whereby a charge is made by the municipality for 
sanitary sewer services. The “sanitary sewer service charge,’ 
established by the bill, would be paid by all persons discharging 
sewage into the sanitary sewage system of the District, including the 
United States Government. The charge, based on a percentage of 
the water charges for the property receiving sewer service, would be 
paid into a special fund which, subject to appropriations, would be 
available to pay the entire expense of constructing, maintaining, 
re placi ing, and operating the sanitary sewer system. 

The operation, maintenance, repair, and expansion of all sanitary 
and sewage treatment works would be a financially self-supporting 
activity, similar in this respect to the water system at the present 
time. 

As with the front-foot-benefit charges for water, the bill also in- 
creases the rate of assessment for sanitary service sewer construction. 

Authority is also contained in the bill for not more than $5 million 
in loans to the District from the Treasury of the United States to meet 
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the expenses of the District in connection with the construction of t| 
sanitary sewage works of the District. 


HIGHWAYS AND BRIDGES 


The highway improvement program for the District is designed 
provide the most relief from traffic congestion for the least possib|; 
cost, involving $111,908,000 over the next 10 years. A majority of 
the projects will provide the needed capacity by (1) widening existing 
streets; (2) widening and placing in one-way operation several pairs 
of streets; (3) building grade separations and organizing traffic flows 
by means of surface ¢ channelization at intersections where serious con- 
flicts arise from overloading; and (4) constructing new highways a 
higher standards on such routes as are warranted by the traffic de- 
mand, including an additional crossing over the Potomac River. 

The program, which was developed on a regional basis following an 
exhaustive study by highway officials of the District, Virginia, Mary- 
land, and representatives of the United States Bureau of Public Roads 
is designed to produce progressive, systematic relief from congestion, 
especially in the critical downtown area 

This highway program will provide for immediate needs only 
Other important projects must still be accomplished in later years if 
the areawide transportation problems are to be adequately solved 
Virginia and Maryland are proceeding with improvement programs 
which will affect the flow of traffic in and out of the District, and 
failure to integrate District highway projects in the regional plan will 
result in costly congestion. 


FINANCING THE HIGHWAY AND BRIDGE PROGRAM 


During the 10-year period of construction, it is estimated that 
$61.5 million will be available for capital outlay from the highway 
fund from all sources, including Federal aid similar to highway grants 
to the several States and revenue from the proposed increase in the 
gasoline tax, from 5 to 6 cents a gallon. A Federal loan of $50 mil- 
lion, repayable over a 30-year period at current interest rates, will 
provide the remaining funds necessary to carry out the program. 


GENERAL BUILDING CONSTRUCTION AND STORM-WATER SEWERS 


About 14 years ago, the District government initiated a program 
for the replacement of obsolescent public buildings. However, World 
War II and its effect on materials procurement necessitated defer- 
ment of needed construction. Population increases were accompanied 
by the development of new residential areas. The resulting demand 
for additional schools and other services has not been met because of 
concurrent increases in construction costs. 

The District’s general fund revenues have not kept pace with 
increased operating costs and, consequently, a sufficient number of 
new schools could not be built. Other needed construction for such 
agencies as Health, Welfare, Police, Fire, Corrections, Libraries, 
Recreation, and others also had to be deferred. The District govern- 
ment is now far behind in its program of general building construction 
and replacement of obsolescent facilities. 
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Storm-water sewer construction has lagged behind the growth of 
the city for many years, and now serious flooding occurs in 
many plac es. 

The program of general building and storm-water sewer construc- 
tion to meet immediate capital needs totals $129,746,000 and includes: 

1. Publie schools_______-__- , Bos ae ee $34, 781, 000 
9 Recreation ; cod : 5 ‘ 1, 000, 000 
3. Health___- ; z Bas ; 14, 025, 000 
|, Correctional institutions 8, 590, 000 
5. Trash and refuse disposal 3, 480, 000 
6. Welfare__-_---- : : 9, 675, 000 
7, Libraries....-.. . ae i 2, 310, 000 
8, Fire Reptme.......-.-.. 5s 2, 335, 000 
9. Police. -_-- : 1, 590, 000 
10. Miseellaneous building construction pee: ee pie 2, 540, 000 
11. Storm-water sewers - Béiobed Pe eeig ss cc Shea ah Sn area _ 46, 420, 000 


FINANCING THE GENERAL BUILDING AND STORM-WATER SEWER 
CONSTRUCTION 


In order to carry out this work and also provide some revenue 
toward continually increasing operating costs, the bill mete new 
taxes that will provide $9,288,000 additional revenue per year in the 
general fund. Also, the annual payment to the general fund by the 
United States Government would be increased from $11 million to 
$20 million, an increase of $9 million, of which $7.5 million would be 
available only for public works which must be matched by local tax 
revenues in the general fund. 

There are no loan provisions in the bill so far as the general fund 
of the District is concerned. 


ANALYSIS OF THE BILL 


Title I authorizes increases in water rates not to exceed 33% percent, 
and provides that the Federal Government pay for wonton as other 
consumers pay for water, instead of paying a flat amount as at present. 
The Commissioners anticipate that the schedule of water charges 
would be raised on a graduated basis varying from about 10 percent 
for the smallest consumers to a maximum of 22.2 percent for the 
largest consumers. It is estimated that these rates will produce 
$1,488,000 in additional revenue annually for the water fund. 

This title also increases the maximum amount which may be 
borrowed for the water fund from the Federal Government from $23 
million authorized by the act of June 2, 1950, to $35 million, and 
changes the repayment and interest provisions so that all loans under 
the act of June 2, 1950, are repaid within a 30-year period beginning 
the second fiscal year after the loans are received, with interest at a 
rate which is equivalent to the cost of money to the Treasury. The 
increase in the loan authorization has been made necessary by higher 
construction and interest costs and accelerated repayment of loans. 
Expenditures from the water fund would, as at present, be authorized 
on an appropriation basis from year to year. 

Title I1 provides for financing sanitary sewage works from charges 
against the users of the sanitary sewers. While this title would grant 
authority to fix such charges at rates not exceeding 60 percent of water 
bills, it 1s expected that such charges would be set initially at only 
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50 percent of the water bills, as increased by title I. It is estimated 
this charge will produce $3,564,000 annually. All users of the sani- 
tary sewage works, including the Federal Government, would be 
required to pay the sewer charge. 

Revenues from the imposition of the sewer charge would be paid 
into a sanitary sewage works fund. Expenditures “therefrom would 
be authorized on an appropriation basis from year to year. Provi- 
sion is made for Federal loans to the fund, not exceeding a total of 
$5 million, such loans to be repaid with interest. 

Title III increases assessments against property for installing serv- 
ice sewers from $1.50 to $4 per linear front foot, and for installing 
water mains from $1.90 to $3 per linear front foot. The increase in 
sewer assessments will produce $177,000 annually. The increase 
in water-main assessments will produce $81,500 annually. 

Title IV authorizes a program of construction to meet immediate 
capital needs for highways. In addition to revenues presently avail- 
able, provision is made for Federal interest-bearing loans to the 
highway fund not exceeding $50,250,000, to assist in financing the 
program. The bill requires that projects in this program be authorized 
by Congress and funds appropriated from year to year. 

Title V provides for paying into the highway fund the revenues 
derived from charges made for the use of vault space under sidewalks 
and highways. The revenues at the present time are paid into the 
general fund of the District. 

Title VI substitutes for the present system of registration fees and 
personal property tax on motor vehicles a single “flat fee’’ system 
Under this system, the fee is based on the weight of the vehicle 
Since under existing law the revenues derived from the property tax 
on vehicles are credited to the general fund and revenues derived from 
the registration fees are credited to the highway fund, the title au- 
thorizes the Commissioners to allocate the revenues from the flat 
fee charges between the two funds. The flat fee system will produce 
approximately the same revenue as that now received under the 
present system. 

Title VIT amends the District of Columbia Revenue Act of 1947 so 
that the annual payment by the Federal Government toward the costs 
of the government of the District of Columbia is increased by $9 
million from the present authorization of $11 million payable to the 
general fund. This is consistent with the understanding and approval 
of the Federal Bureau of the Budget. The increase in the Federal 
payment of $9 million in effect matches the increases in local taxes 
provided by this bill. Of this increase $7.5 million may be used only 
for public works and must be matched by local tax revenues in the 
general fund. 

Title VIII increases the tax on beer from $1 to $1.50 per barrel; 
increases the tax on spirits from $0.75 to $1 per gallon; increases the 
tax on champagne from $0.225 to $0.30 per gallon; and increases the 
tax on wines from $0.15 to $0.20 per gallon. It is estimated that these 
amendments will produce additional taxes amounting to $290,000 per 
annum from beer, and $1,100,000 per annum from other alcoholic 
beverage taxes mentioned. 

Title [X increases the tax on cigarettes from 1 cent to 2 cents on 
each 20 cigarettes or fractional part thereof sold in the District to con- 
sumers. It is estimated that this increased tax will produce $750,000 
per annum. 
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Title X eliminates the present persopal-property tax on household 
belongings and other personal property not used in a trade or business, 
and would reduce annual revenue approximately $850,000 per annum. 
The increase in individual income taxes proposed in title XII is de- 
sizned to compensate for the loss of this revenue and to provide a part 
of the additional revenue needed. ‘The taxation of this kind of per- 
sonal property has been said to be ‘ ‘an arc haic, inequitable and inef- 
ficient method of taxation’; that it is a prac tical impossibility for 
assessors to find and properly assess such property; that few records, 
if any, are kept by a householder; and that the assessor must depend, 
for the most part, upon returns filed by the owners of the property. 
See The Taxing System of the District of Columbia (29 Taxes 359, 
360 (May 1951)). Title X also amends existing law to eliminate the 
tax rate from return forms, as well as the present requirement of 
making an affidavit on personal-property-tax returns. The signature 
of a taxpayer on a return would have the same effect as is the case 
under the Federal income-tax law. 

Title XI increases the present motor-vehicle fuel tax of 5 cents to 
6 cents per gallon. It is estimated that this increase in taxes will 
produce $750,000 per annum. 

Title XII increases the individual income-tax rates 1 percent in 
each bracket, to 2} percent, 3 percent, 3% percent, and 4 percent, 
respectively. It is estimated that this increased tax will produce 
$1.6 million per annum. These increases are intended, in part, to 
compensate for the loss of revenue resulting from elimination under 
title X of the present personal property tax on household belongings 
and other personal property not used in a trade or business, and to 
provide a part of the additional revenue needed. 

Title XIII amends the District of Columbia Sales and Use Tax Act 
so that food sold for consumption off the premises where sold will no 
longer be exempted. Such food is taxed, however, at only 1 percent. 
The rate of tax on accommodations furnished to transients is inereased 
from 2 percent to 3 percent. Title XIII also eliminates the exemption 
presently in force with respect to national banks and Federal savings 
and loan associations. Exemption of these banks and associations 
while others are taxed is an inequitable situation which should be 
remedie d. This title, further, reduces the exemption of meals bought 
from $1.25 to 50 cents. It is estimated that these changes will 
produc e $3.5 million from sales of food for consumption off the premises, 
$1.5 million additional from meals, $200,000 additional from transient 
rooms, and $25,000 by eliminating the exemption applicable to 
national banks and Federal sav ings and loan associations. 

Title XIV amends existing law by increasing the mileage tax 
imposed upon bus transportation companies from eight-tenths of 1 
cent to 1 cent for each vehicle-mile of vehicles operated in the District 
of Columbia during each tax year, and would eliminate the exemption 
from franchise taxes which are in the nature of income taxes, which 
exemption bas resulted from a recent decision of the District of Colum- 
bia Tax Court. Bus transportation companies were previously sub- 
jected to the District income tax as well as the mileage taxes, and it 
was not intended to exempt them under the District of Columbia 
Income and Franchise Tax Act of 1947 as has been decided by the 
District of Columbia Tax Court. Under existing law street-railroad 
companies pay a tax of 3 percent on gross receipts from rail operations 
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and the eight-tenths of 1 cent tax on bus operations. It is proposed 
that such companies be relieved of the payment of the bus mileage 
tax and pay a 2-percent tax on combined rail and bus operations, 
The 2-percent rate will produce approximately the same aggregate 
revenue now paid by street-railroad companies from the gross receipts 
tax and the bus mileage tax. It is estimated that these changes will 
produce $8,000 additional from the mileage tax and $10,000 from the 
franchise taxes paid by companies other than street railways. 

Title XV would change existing law to provide that the rate of 
taxation on real property shall not be less than 2.20 percent on the 
assessed value of such property. The present rate is 2.15 percent, 
Under existing law the Commissioners must fix the rate of property 
taxation at such amount each year as will, when added to other taxes 
and revenues of the District, produce the money needed to defray 
the District’s share of expenses during the year. It is estimated that 
an increase of 5 cents in the tax rate will produce $900,000. 

Title XVI authorizes the officials charged with the responsibility 
for making and collecting tax assessments to make jeopardy assess- 
ments of taxes with respect to any tax imposed by any law applic able 
to the District; to collect all taxes by distraint and to acquire liens 
with respect to such taxes. This authority already exists with respect 
to income, franchise, personal property, and certain other District 
taxes, but is not applicable to all, which results in difficulty in collec- 
ting those taxes as to which the authority is not applicable. This 
general authority will greatly facilitate collection of District taxes. 

Title XVII gives the Commissioners authority to make rules and 
regulations to carry out the provisions of the act, and also provides a 
separability clause. 


CHANGES IN EXISTING LAW 


In compliance with paragraph 3 of rule XIII of the Rules of the 
House of Representatives, changes in existing law made by the bill, as 
introduced, are shown as follows (existing law proposed to be omitted 
is enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 


D. C. Copr 43-1504 (22 Star. 144) 


The fiscal year of the water department of the District of Columbia shall con- 
form to the regular fiscal year of the General Government, the rates shall be 
levied and collected [annually.] at least once every twelve*’months, or whenever 
practicable in the judgment of the Commissioners, at least once every six month 


D. C. Copr 43-1540 (64 Srat. 195) 


(a) The Commissioners of the District oi Columbia are hereby authorized to 
accept loans for the District of Columbia from the United States Treasury and 
the Secretary of the Treasury of the United States is hereby authorized to lend 
to the Commissioners of the District of Columbia, such sums as may hereafter 
be appropriated, to finance the expansion and improvement cf the water system 
when sufficient funds therefor are not available trom the District of Columbia 
water fund established by chapter 15 of title 43: Provided, That the total princi- 
pal amount of loans made under the provisions of this section shall not exceed 
[$23,000,000] $35,000,000: And provided further, That a loan for use in any 
fiscal year must first be specifically requested of the Congress in connection with 
the budget submitted for the District of Columbia for that fiscal year, with a 
full statement of the work contemplated to be done and the need therecf, and 
must be specifically approved by the Congress. Such loans shall be in addition 
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iny other loans heretofore or hereafter made to the Commissioners for any 
er purpose, and when advanced shall be deposited in full in che Treasury of 
(‘nited States to the credit of the said District of Columbia waiter fund. 
The leans authorized under this section, or anv parts thereof, shall be 
inced to the Commissioners on their requisitions therefor and shall be avail- 
able to the Commissioners or the Chief of Engineers, Depariment of the Army 
wr the performance of the said expansion and improvement of t] 
and shall be available until expended. 
[(c) The Secretary of the Wsener of the United States shall be repaid any 
! ‘ys advanced under this section of this Act, including interest thereon, 
beginning in fiscal vear 1961 and coneluding in fiscal vear 1989, in such annual 
nounts as the Congress shall hereafter direct; interest thereon shall begin to 
accrue as of the dates the respective advancements are credited to the water fund 
d) loans made under this section shall be at such rate or rates of interest 
as would, in the opinien of the Secretary of the Treasury, be the lowest interest 
rate available to the Distriet of Columbia on the date of approval of each loan, 
respectivelv, were said District authorized bv law to issue and sell cblheations 
the public, at the par value thereof, in a sum or sums equal to the amounts of 
uch loans, maturing serially over a comparable period of vears in comparable 
nstallments of principal and interest, and secured by a first pledge of and lien 
ipon all the general fund revenues of said District. J] 
c) Any.loan advanced pursuant to this section shall be repaid to the Secretary of the 
Treasury in substantially equal annual payments, including principal and interest, 
thin a period of thirty years beginning on July 1 of the second fiscal year following 
the date on which each such advance is credited to the Water Fund: Provided, That 
any such loan advanced prior to the effective date of this amendatory section shall, for 
the purpose of determining the time when repayment thereof shall begin, be deemed to 
have been credited to the Water Fund on such effective date, and interest accrued on 
any such loan advanced prior to the effective date of this amendatory section shall be 
aid at such time and in such manner as the Secretary of the Treasury shall determine 


1e Water s\stem, 





Provided further, That the Commissioners may, in the discretion, make repayments 

n larger amounts at any time during the life of any loan advanced pursuant to this 

tion. Interest on such loans shall he gin to accrue a of the dates the respective 
advancements are credited to the Water Fund. 

1) Loans advanced pursuant to this section during any six-month period ( beginning 

th the six-month period ending June 80, 1953) shall be at a rate of interest deter- 


ned by the Secretar y of the Tre isury as of the bee inning of such per iod, which. in 
judqment, would reflect the cost of money to the Treasury for borrowings at a 
maturity approximately equal to one-half of the period of time the loan is outstanding. 
e) Moneys for the payments to the United States Treasury herein required 
shall be included in the budget estimates of the Commissioners of the District of 
Columbia, [beginning with the budget estimates for fiscal year 1961,] and shall be 
payable from the water fund. 


D. C. Copr 438-1511 (33 Srar. 244) 


For laying or constructing water mains in the District of Columbia assessments 
shall be levied at the rate of three dollars per linear front foot against all lots or 
land abutting upon that part of the street, avenue, road, or alley in which a water- 
main shall be laid, and for laving or constructing service sewers in the District of 
Columbia assessments shall be levied at the rate of [one dollar] $4 per linear 
front foot against all lots or land abutting upon that part of the street, avenue, 
road, or alley in which a sewer shall be laid: Provided, ‘That assessments for water 
mains and service sewers in the case of lots or parcels of land not more than one 
hundred feet in depth shall be levied upon the fronts or rears of such lots or 
parcels of land, and not upon both the fronts and rears of such lots or parcels of 
land; but lots or parcels of land more than one hundred feet in depth, except 
corner lots, shall be assessed upon both their fronts and rears when water mains 
or service sewers are laid abutting the same: Prormided, That corner lots shall 
be assessed for water mains and service sewers only on their short fronts with 
a depth of not exceeding one hundred feet; any excess of the other front over 
one hundred feet shall be subject to assessment, as hereinbefore provided: Pro- 
vided, That the areas of all lots or parcels of land which have been assessed for 
water mains by the square foot under any previous Act of Congress, or of the late 
legislative assembly of the District of Columbia, shall not be again assessed for 
water mains: Provided further, That when the Commissioners of the District of 
Columbia shall deem it advantageous to lay water mains or service sewers on each 


H. Rept. 1358, 88—-2-——-2 
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side of any street, avenue, road, or alley assessments shall be levied at the ratg 
within the time and in the manner in this section provided for against the 
abutting the side of the street, avenue, road, or alley in which the water main or 
service sewer is laid. 

D. C. Copr 7-901 (39 Star. 716 


The commissioners of the District of Columbia are authorized and directed to 
assess and collect rent from all users of space occupied under the sidewalks and 
streets in the District of Columbia, which said space is occupied or used in con- 
nection with the business of said users, and such rent shall be deposited to the ¢ 
of the Highway Fund. 


D. C. Copg 40-102 (50 Strat. 673, 680) 


(d) Upon the sale or other transfer to another owner of any motor vehicle or 
trailer registered under this title, the registration thereof shall expire. [The 
owner selling or otherwise transferiing such vehicle or trailer may 1egister another 
motor vehicle or trailer for the unexpired portion of the registration year upon 
payment of a fee of $1 and a sum equal to the difference between the registration 
fee originally paid and the fee computed for such other motor vehicle or trailer 
under section 3, in case the latter is the greater.] Upon the death of a joint 
owner of a motor vehicle or trailer registered under this Act the registration thereof 
shall be transferred to the survivor or survivors and the fee for such transfer 
shall be $1. 

D. C. Cope 40-103 (50 Srar. 681) 


(a) There shall be levied, collected, and paid for each registration year for each 
motor vehicle or trailer required to be registered hereunder, the registration f« 
provided in this section 

(b) Cuass A. For each gasoline-propelled passenger vehicle, including pas 
senger vehicles licensed under paragraph 31 (b) or paragraph 31 (da) of sectio 
of the District of Columbia Appropriation Act for the fiscal year ending June ‘ 
1903, approved July 1, 1902, as anended by the Act of Congress approved July 
1, 1932 

[(1) When wholly equipped with pneumatic tires, the manufacturer’s 
shipping weight of which is not more tban three thousand five hundred 
pounds, $5.00; more than three thousand five hundred pounds and not more 
than four thousand five hundred pounds, $8.00; over four thousand five 
bundred pounds $12.00.] 

(1) When wholly equipped with pneumatic tires, the manufacturer’s shipping 
weight of which is less than three thousand five hundred pounds, $22; thre 
thousand five hundred pounds or more, $32. 

(2) When wholly or partially equipped with other than pneumatic tires, 
double the above fees. 

Crass B. For each gasoline-propelled truck, tractor, and passenger-carrying 
vehicle for hice having a seating capacity of eight passengers or more in addition 
to the driver or operator, with the exception of passenger vehicles licensed under 
paragraph 31 (b) of section 7 of the District of Columbia appropriation Act for 
the fiscal vear ending June 30, 1903, approved July 1, 1902, amended by the Act 
of Congress approved July 1, 1932— 

[(1) When wholly equipped with pneumatic tires, the manufacturer’s 
shipping weight of the chassis, plus the weight of the cab and body, is not 
more than two thousand pounds, $15.00; more than two thousand pounds 
and not more than four thousand pounds, $20.00; more than four thousand 
pounds and not more than six thousand pounds, $35.00; more than six 
thousand pounds and not more than ten thousand pounds, $65.00; more than 
ten thousand pounds and not more than twelve thousand pounds, $75.00; 
more than twelve thousand pounds and not more than sixteen thousaad 
pounds, $100; over sixteen thousand pounds, $150.] 

(1) When wholly equipped with pneumatic tires, the manufacturer’s shipping 
weight of the chassis, plus the weight of the cab and body, is less than three thou- 
sand pounds, $40; three thousand pounds or more but less than four thousand 
pounds, $44; four thousand pounds or more but less than five thousand pounds, 
$52; five thousand pounds or more but less than six thousand pounds, $60; 
siz thousand pounds or more but less than seven thousand pounds, $68; seven 
thousand pounds or more but less than eight thousand pounds, $74; eight thou- 
sand pounds or more but less than nine thousand pounds, $84; nine thousand 
pounds or more but less than ten thousand pounds, $96; ten thousand pounds or 
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nore but less than twelve thousand pounds, $122; twelve thousand pounds or 
ore but less than fourteen thousand pounds, $1 42: fourteen thousand pounds 
or more but less than sixteen thousand pounds, $172; sixteen thousand pounds or 
more, $202. 
(2) When wholly or partially equipped with other than pneumatic tires, 
double the above fees. 

[Cxass C. For each trailer, when the manufacturer’s shipping weight of the 
chassis plus the weight of the body is not more than five hundred pounds, $5.00; 

ore than five hundred pounds and not more than twelve hundred and fifty 
, $10.00; more than twelve hundred and fifty pounds and not more than 
two thousand pounds, $15.00; more than two thousand pounds and not more than 
four thousand pounds, $20.00; more than four thousand pounds and not more 
han six thousand pounds, $35.00; more than six thousand pounds and not more 
than eight thousand pounds, $50.00; more than eight thousand pounds and not 
more than ten thousand pounds, $65.00; more than ten thousand pounds and not 
nore than twelve thousand pounds, $75.00; more than twelve thousand pounds 
and not more than sixteen thousand pounds, $100; over sixteen thousand pounds, 
$150.J 

Crass C. For each trailer, when the manufacturer’s shipping weight of the chassis 
plus the weight of the body is less than three hundred pounds, $12; three hundred 
pounds or more but less than five hundred pounds, $16; five hundred pounds or more 
hut less than one thousand pounds, $26; one thousand pounds or more but less than 

0 thousand five hundred pounds, $36; two thousand five hundred pounds or more 
but less than three thousand five hundred pounds, $ 1B: three thousand five hundred 
po om or more but less than six thousand pounds, 860: six thousand pounds or more 
but less than eight thousand pounds, $74; eight thousand pounds or more but less 
than ten thousand pounds, $92; ten thousand pounds or more but less than twelve 
housand pounds, $122; Neds thousand pounds or more but less than sixteen thousand 
pounds, $152; sixteen thousand pounds or more, $182. 
~ Cuass D. For each motorcycle, motor bicycle, motor tricycle, and motor 

el, [85.00] $72. 

Ciass E. Motor vehicles not propelled by gasoline, double the fees for similar 
vehucles propelled by gasoline. 

Cuiass F. For dealers’ identification tags, first three sets of tags, $50, and $10 

each additional set 

c) When appheacion for registration of any motor vehicle or trailer or for 
registration of as a dealer or for issuance of dealers’ identification tags is received 
by the director on or after October 1, the registration fee, or the fee for issuance 
of : alers’ identification tags shall be one-half the amount otherwise provided. 

[All proceeds from fees payable w ider this title and] Proceeds from fees 
paya oo under this title shall be divided between the General Fund and the Highway 

Fund. The Commissioners are authorized and empowered to determine the per- 
centage of all proceeds from fees payable under this title which shall be deposited to 
the credit of the General Fund of the District of Columbia. The remainder of such 
proceeds payable under this title, all moneys collected from the motor-vehicle-fuel 
tax, and fees charged for the titling of motor vehicles and trailers, including fees 
charged for the issuance of permits to operate motor vehicles, shall be deposited 
in a special account in the Treasury of the United States entirely to the credit of 
the District of Columbia and shall be appropriated and used solely and exclusively 
for the following purposes: 

1) For construction, reconstruction, improvement, and maintenance of public 
highways s, including the necessary administrative expenses in connection 
herewith; 

2) For the expenses of the office of the director of vehicles and traffic incident 

to the regulation and control of traffic and the administration of the same; and 

3) For the expenses necessarily involved in the police, control, regulation, and 
administration of traffic upon the highways: Provided, however, That the total 
amount to be expended under this item shall not exceed 15 per centun of the 
total payment appropriated for pay and allowances Of Officers and me nbers of 
the Metropolitan police force. 

For the fiscal year 1938 all moneys appropriated for the construction, recon- 
struction, improvement, and maintenance of highways and administrative 
expe nses in connection therewith, all moneys appropriated for the department of 

‘hicles and traffic, and 15 per centum of all moneys appropriated for pay and 
allowances for officers and members of the Metropolitan police force shall be 
paid from and chargeable against the fund hereby created. 


no inds 








12 FINANCING PUBLIC WORKS CONSTRUCTION FOR D. C. 


(e) Notwithstanding the provisions of this Act, special equipment mounted 
motor vehicle or trailer and not used primarily for the transportation of persons oy 
property, including, but not limited to, such equipment as concrete mixers, air 
pressors, power shovels, draglines, clamshells, welding equipment, road constructioy 
or maintenance equipment or machinery, ditch-digging equipment, winches, cra) 
pile-driving equipment, well-boring equipment, liftgates, hydraulic hoists, load pacl 
conversion hoists, power end gates, and other equipment which may be added 
motor vehicle or trailer for the purpose of permitting such vehicle to be used for a 
special purpose, shall continue to be taxed as provided by law. ; 


D. C. Copr 47-1208 (32 Star. 620) 


‘The following personal property shall be exempt from taxation: 

First. ‘ihe personal property oi all library, benevolent, charitable, and scie 
institutions incorporated under the laws of the United States or of the District 
Columbia and not conducted for private gain. 

Second. Libraries, schoolbooks, wearing apparel, and all family portraits 

lhird. Household and other belongings, not held for sale, to the value of on 
thousand dollars, owned by the occupant of any dwelling-house or other place 
abode, in which such household and other be ‘longings ms ay be located. 

Fourth. Household and other belongings not held for sale and owned by a 
person in the public service temporarily residing in the District of Columbia w 
is a citizen of any state or territory and who is taxed on such personal property 
such state or territory. 

Fifth. Any motor vehicle or trailer registered in accordance with the provisions 
title IV of the District of Columbia Revenue Act of 1937, as amended (title 40, cl 
D. C. Code, 1951 edition), and not com presene any part of the stock in trade of a m 
chant: Provided, That any motor vehicle Lames comprising all or part of the siocl 
in trade of any merchant shall Siete » be taxed as provided by law: Pret 
further, That special equipment, 
primarily for the transportation of persons or properly including, but not limited 
such equipment as concrete mixers, air compressors, power shovels, draglines, cla 


shells, welding equipment, road construction or maintenance equipment or machine 





di tch-digging equipment, ‘winches, cranes, pile-driving equipment, well-boring eq 
ment, liftgates, hydrar lic hoists, load packers, conversion hoists, power end gates, a 
other equipme nt which may be added toe a motor vehicle or trailer for the pur pos 
permitting such vehicle or trailer to be used 


be taxed as provided by law 


for a special purpose, shall continue 


D. C. Copr 47-1209 (44 Strat. 833) 





Real- taxes and personal taxes of all kinds, [excepting the tax on motor 
vehicles herein provided, shall here: after be payable semiannually in equa 
instalments in the months of September and March. If either of said instalment 


on real or personal property shall not be paid in the months when the sami 
is due, said instalments shall thereupon be in arrears and delinquent, and ther 
shal! be added and collected with said tax a penalty of 1 per centum per mont 
upon the amount thereof for the period of such delinquency, and such instaln 

or instalments, with the penalties thereon constitute a delinquent tax to 














collected in the manner now provided by v. 

If any person neglects or refuses to file a return of personal property as requir 
b law, and the assessor certifies to the Board of Commissioners that, in his or 
lon, the best information ol tall rable does not affor } a satisfa tory } sis for ASS¢ 
ment. the Poard of Commissioners ma} , DY petition to the District Court of t 
United States for the District of Columbia for mandamus against such per 


compel the filing of a sworn return, and in such case the court shall require 


person at fault to pay all expenses of the proceeding. 


D. C. Congr 47-1206 (44 Stat. 833) 


Returns of all personal property [other than automobiles] shall be made in the 
month of July in the fiscal year in which the assessment is levied and the valu 
of such property shall be made as of the first day of that month except that 
merchants shall continue to return their average stock in trade as provided in 
section 47-1212. 


nn a ge on a motor vehicle or trailer and not used 
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D. C. Cope 47-1210 (45 Svar, 1226) 


~ vehicles taxable by the District of Columbia shall be assessed at ‘heir 
alue as of April 1, each year, by the Board of Personal Tax Appraisers, subject to 
revision on appeal by the Board of Personal Tax Appeals, at the rate fixed for the 
axation of other tangible personal property for the fiscal vear ending the follow- 
ng June 30. The tax so assessed shall constitute the personal- property tax on 
h vehicles for the ensuing calendar vear, and no motcr vehicle registration tag 
for any tax vear shall be issued for motor vehicles subject to taxa.ion on April 1 
ich year by the District of Columbia until the amount of such tax has been paid 
in full: Provided, 'That this section shall not applv to motor vehicles constituting 
the stock in trade cf dealers, which shall be taxed as now provided by law. The 
Commissioners of the District of Columbia shall make such rules and regulations 
as may be necessary or desirable to enforce the provisions of this section. ] 


D. C. Cope 47-1211 (453 Srar. 1108) 


(Notwithstanding any other provision of law, the tangible personal-property 
tax on motor vehicles, except when consisting of stock in trade of merchants, 

ull be prorated according to the number of months such property has a situs 
within the District; and all such motor vehicless hall be assessed at their value as 
of April 1 each vear: Provided, however, That where a motor vehicle sball be 
registered in the District of Columbia for the first time on a date between April 1 
of one year and April 1 of the succeeding year, such motor vehicle shall be assessed, 
for taxation for the period ending with the succeeding April 1, at its value as of 
late of applicaiion for such first registration. ] 


D. C. Copr 47-2501a (61 Strat. 361) 


Secrion 1. For the fiscal year ending June 30, 1948, and for each fiscal year 
the reafte r, there is hereby authorized to be appropriated, as the annual payment 
of the U nited States toward defraying the expenses of the government of the 
District of Columbia, the sum of $12,000,000, of which $11,000,000 shall be 
credited to the general fund of the District of Columbia and $1,000,000 shall be 
credited to the water fund of the District of Columbia, established by title 43, 
chapter 15. 

Sec. (a) For the fiscal year ending June 30, 1955, and for each fiscal year 
asada ‘there is hereby authorized to be appropriated, in addition to the sums ap- 
propriated under section 1 of this article, an annual payment by the United States 
toward defraying the expenses of the government of the District of Columbia in the 
sum of $9,000,000: Provided, That so much of the aggregate annual payments by the 
United States ‘appropriaied under this article to the credit of the General Fund as is 
in excess of $15,500,000 shall be available for expenditure only for capital outlay, 
and then only to the extent of not more than 50 per centum of the capital outlay payable 
from such general fund. Any portion of such excess not available for expenditure 
hereunder in any fiscal year shall be available for expenditure in any subsequent fiscal 
year upon the terms and conditions set forth in this proviso. 

(b) If in any fiscal year or years a deficiency exists between the amount appro- 
priated and the amount of $20,000,000 authorized by this article to be appropriated, 
additional appropriations are hereby authorized for subsequent fiscal years to pay such 
deficiency or deficiencies. 

(c) The payments authorized by this section shall be credited to the General Fund 
of the District of Columbia. 


D. C. CopE 25-124 (48 Strat. 319, 332) 


a) There shall be levied, collected, and paid on all of the following-named 
beverages manufactured by a holder of a manufacturer’s license and on all of the 
said beverages imported or brought into the District [of Columbia] by a holder 
of a wholesaler’s license, except beverages as may be sold to a dealer licensed under 
the laws of any State or Territory of the United States and not licensed under 
this act, and on all beverages imported or brought into the District [of Columbia] 
by a holder of a retailer’s license, a tax at the following rates to be paid by the 
licensee in the manner hereinafter provided: (1) A tax of [15] 20 cents on every 
wine-gallon of wine containing more than 14 per centum of alcohol by volume, 
except champagne[,, ] or sparkling wine or any wine artificially carbonated, and 
a proportionate tax at a like rate on all fractional parts of such gallon; (2) a tax of 
[22%] 30 cents on every wine-gallon of champagne or sparkling wine or any 
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wine artificially carbonated, and a proportionate tax at a like rate on all fractional 
parts of such gallon; (3) a tax of [75 cents] $1 on every wine-gallon of spirits[,] 
and a proportionate tax at a like rate on all fractional parts of such gallon 
and a tax of $1.25 on every wine-gallon of alcohol, and a proportionate tax at a 
like rate on all fractional parts of such gallon. 


D. C. CopE 25-138 (48 Strat. 40) 


(a) There shall be levied and collected by the District of Columbia on all beer 
sold by the holder of a manufacturer’s or wholesaler’s license, except such bee 
as may have been purchased from a licensee under this Act, and except s 
beer as may be sold to a dealer licensed under the laws of any State or Territor 
of the United States and not licensed under this Act and on all beer purchased 
for resale by the holder of a retailer’s license, except such beer as may have bee: 
purchased from a licensee under this Act, a tax of [$1] $7.75 for every barr 
containing not more than thirty-one gallons and at a like rate for any ot! 
quantity or for the fractional parts thereof. Unless the Commissioners shall 
regulation prescribe otherwise, the collection and payment of such tax shall be 
the manner following. 


D. C. Copg 47-2802 (63 Srar. 136) 


(a) There shall be levied, collected, and paid on all cigarettes sold in the Dis- 
trict by licensed wholesalers, licensed retailers, or by licensed vending-machi 
operators, to consumers, a tax at the rate of [1 cent] 2 cenis on each twent 
cigarettes or fractional part thereof, such tax to be levied, collected, and pa 
once only on cigarettes sold as aforesaid. 


D. C. Copr 47-1208 (32 Strat. 590, 620, Cu. 1352) 


The following personal property shall be exempt from taxation: 

First. The personal property of all library, benevolent, charitable, and scientifi 
institutions incorporated under the laws of the United States or of the District 
of Columbia and not conducted for private gain. 

(Second. Libraries, schoolbooks, wearing apparel, and all family portraits. ] 
Second. Libraries of nonprofit organizations and household belongings located 
any dwelling house or other place of abode, or in storage, not held for sale or rent and 
not held for use or used in any trade or business. For the purposes of this section, 
the words “house belongings”’ shall include all libraries, schoolbooks, wearing appar 
family portraits, pictures, furniture, furnishings, rugs, silverware, china, glassware 
musical instruments, radios, television sets, refrigerators, food, photographic equip- 
ment, bicycles, tools, clocks, watches, jewelry, and other articles of personal adornment, 
and other tangible personal property (excluding automobiles and other motor vehicles 
ordinarily kept and used or held for use by the occupant of any dwelling house or othe 
place of abode for the ordinary purposes of life. For the purposes of this section, the 
seni” ‘trade or business” shall include the engaging in or carrying on of any trade, 
business, profession, vocation, calling, rental of property, commercial activity, and 

any other activity carried on or engaged in for livelihood or profit. 

(Third. Household and other be ‘longings, not held for sale, to the value of one 
thousand dollars, owned by the occupant of any dwelling house or other place of 
abode, in which such household and other belongings may be located. 

[Fourth. Household and other belongings not held for sale and owned by any 
person in the public service temporarily residing in the District of Columbia wh 
is a citizen of any state or territory and who is taxed on such personal property 
in such state or territory.] 


D. C. Cope 47-1203 (32 Star. 317) 


The assessor of the District of Columbia, or his successor in office, shall annually 
cause to be prepared a printed blank schedule of all tangible personal property 
and all general merchandise or stock in trade, owned or held in trust or other- 
wise, subject to taxation under the provisions of this section, and of the classes 
of corporations and companies to be assessed, [together with the rate of tax pre- 
scribed, J to which shall be appended [an affidavit] a form in blank, setting fort 
that the foregoing presents a full and true statement of all such personal property, 
taxable capital, or other basis of assessment, or either, as the case may be. When 


said schedule is ready for delivery, notice thereof shall be given by the assessor 


by advertisement for three successive secular days in one or more of the dail) 


newspapers published in said District, and a copy of said schedule shall be de- 
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ivered to any citizen applying therefor at the office of the assessor. Every per- 
son, association, corporation, firm, or company in said District liable to taxation 
hereunder, and every association, company, executor, administrator, guardian, or 
trustee holding a property in trust liable to taxation hereunder, shall, within 
irty days after the last publication of said advertisement, as aforesaid, fill out 
the proper blanks in said schedule with a full and true statement, as in this section 
inbefore required, [and make and sign an affidavit to the truth thereof, as 
foresaid, before the assessor or one of the other members of the said board of 
nersonal-tax appraisers (and the members of the said board are hereby authorized 
to administer such and all oaths in connection with their duties as assessor and 
appraisers Without charge), or before any person authorized by law to administer 
oaths; and the address in the District of Columbia of the person, corporation, or 
company making affidavit shall in each case be given below his, its, or their sig- 
nature J which statement shall also contain, or be verified by, a written declaration 
that it is made under the penalties of perjury, such declaration to be signed by, and 
over the address in the District of Columbia of, said person, association, corporation, 





firm, company, executor, administrator, guardian, or trustee making the statement 


ed hereby, and thereupon said board of personal-tax appraisers, or any one 
if the members thereof, shall assess said property at its fair cash value, and enter 
the same in the columns upon said blanks provided for that purpose, and the 
amount thus ascertained shall be entered upon the books for taxation for each 
fiscal year: Provided, That if any person, firm, association, corporation, company, 
.dministrator, executor, guardian, or trustee shall fail to make and deliver to the 
assessor or one of the said appraisers, within thirty days after the date of the last 
advertisement of the notice hereinbefore require d, the schedule of his or its said 
personal property owned, held in trust, or otherwise, as provided for in this sec- 
mn, then the said board of personal-tax appraisers hereinbetore provided for shall 
without delay, from the best information they can procure, make an assessment 
against such person, firm, association, corporation, company, administrator, execu- 
tor, guardian, or trustee, to which they shall add twenty per centum thereof: Pro- 
d further, That if the said board of personal-tax appraisers be not satisfied as 
to the correctness cf the return of personal property made by any person, firm, 
association, corporation, company, administrator, executor, guardian, or trustee, 
aid board may reject said return, and said board, or any one cf the members 
thereof, may, from the best information he or they can procure, or by making 
ich examination of the personal property as may be practicable, assess the same 
in suc h amount as may to him or them seem just; and notice of the rejection of 
e [sworn] return shall be given to the party interested by leaving the same at 
he address given in said return, and in all such cases there shall be a right. of 
appeal from the action taken by said appraisers to the board of personal-tax 
appeals, or to their successors in office, within fifteen davs after delivery of said 
notice of rejection as aforesaid: And promded further, That if anv person, firm, 
association, corporation, company, administrator, executcr, guardian, or trustee 
shall make a false [affidavit] siatement touching the matcers herein provided for, 
he or they shall be deemed guilty of perjury, and upon conviction thereof shall 
be subject to the penalties for that offe nse now providea by section 22-2501. 


13 Strat. 106, Cu. 131, as AMENDED (50 Star. 676, Cu. 690, Tirie IID) 


Sec. 1. Theat 2 tax of [5] 6 cents per gallon on all motor-vehicle fuels within 

District of Columbiz, sold or otherwise disposed of by an importer, or used 

by him in 2 motor vehicle operated for hire or for commercisl purposes, shall be 
levied, collected, and paid in the manner hereinafter provided. 

\ll proceeds of the t2.xes imposed under this Act, except 2s provided in section 
10 hereof, end all moneys collected from fees charged for the registration and 
titling of motor vehicles including fees charged for the issuance of permits to 
opere,te motor vehicles, shell be deposited in a special account in the treasury of 
the United States entirely to the credit of the District of Columbia, and shell be 
appropriated and used solely and exclusively for the following purposes: 

|) For the construction, reconstruction, improvement, and maintenance of 
public highways, including the necessary 2dministrative expenses in connection 
therewith; 

2) For the expenses of the office of the director of vehicles and traffic incident 
he regulation and control of traffic and the administration of the same; and 
(3) For the expenses necessarily involved in the police control, regule,tion, end 
administretion of traffic upon the highways: Provided, however, That the total 
emount to be expended under this item shall not exceed 15 per centum of the 
total amount appropriated for pay and allowances of officers and members of the 


to ¢ 
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Metropolitan police force. For the fiseal year 1938 all moneys approprie 
the construction, reconstruction, improvement, and maintenance of hig 
and administrative expenses in connection therewith, all moneys approp rieted 
for the department of vehicles and traffic, and 15 per centum of : 11 moneys appro- 
priated for pay and allowances of officers and members of the Metropolitan p 
force shall be paid from and chargeable against the fund hereby created. 


43 Star. 106, CH. 131 


Sec. 14. That when under authority of law gasoline or other motor-v 
fuel is sold by an agency of the United Stetes within the District of Columbia, f 
use in privately owned vehicles, such agency of the United States shell, by agree- 
ment with the Commissioners of the District of Columbia, arrange for the collec- : 
tion of the tax of [5] 6 cents per gallon herein authorized to be imposed, 1 for 
accounting to the collector of taxes of the District of Columbia for the proce: is of 
such tax collections. 


D. C. Cope 47—15678 (61 Srar. 344) 


There is hereby annually levied and imposed for each taxable year upon th 

taxable income of every resident a tax at the following rates: 
[One and one-half per centum J] Two and one-half per centum on the first $5,000 

of taxable income. 
[Iwo per centum] Three per centum on the next $5,000 of taxable income 
[Two and one-half per centum] Three and one-half per centum on the next 

$5,000 of taxable income. 
[Three per centum] Four per centum on the taxable income in excess of $15,000 


D. C. Cope 47-2601 (63 Srar. 112) 2 
7. “Food” means cereals and cereal products; milk and milk products, includ- | 
ing ice cream; meat and meat products; fish and fish products; eggs and egg 
products; vegetables and vegetable products; fruit, fruit products, and fru h, 
juices; [bottled] soft drinks; spices and salt; flavoring extracts and condiment a 
sugar and sugar products; coffee and coffee substitutes; tea; cocoa and cocoa hot 


products; and ice [when used for household consumption]: Provided, how hot 
That the word ‘‘food”’ shall not include spiritous or malt liquors[[, beer, and any sal 
other beverages such as are ordinarily dispensed at bars and soda fountains or i! 
connection therewith. ] and beer. 


D. C. Copg 47-2601 (63 Srar. 112) 


Sec. 114. (a) ‘‘Retail sale’’ and “sale at retail’’ mean the sale in any quantit 
or quantities of any tangible personal property or service taxable under 
terms of this title. Said term shall mean all sales of tangible personal propert 
to any person for any purpose other than those in which the purpose of the pur- 
chaser is to resell the property so transferred in the form in which the same is ‘ 
or is to be, received by him, or to use or incorporate the property so transferr 
as a material or part of other tangible personal property to be produced for sal 
by manufacturing, assembling, processing, or refining. For the purpose of the é 
tax imposed by this title, these terms shall include but shall not be limited ¢ 
the following: 
(1) The sale [for consumption] of any meals, food or drink, or other tangible 
personal property for a consideration[,, at any restaurant, hotel, drug store, club 


resort, or other place at which meals, food, drink, or other tangible personal Is § 
property are sold]. 
(2) Any production, fabrication, or printing of tangible personal property o! caf 
special order for a consideration. ea 
(3) The sale or charges for any room, or rooms, lodgings, or accommodations chi 
furnished to transients by any hotel, inn, tourist camp, tourist cabin, or any fro 
other place in which rooms, lodgings, or accommodations are regularly furnished cs 
to transients for a consideration. der 
(4) The sale of natural or artificial gas, oil, electricity, solid fuel, or steam, when An 
made to any purchaser for purposes other than resale or for use in manufacturin Du 
assembling, processing, or refining. pri 
(5) The sale of material used in the construction, and of materials used in th pre 


repair or alteration, of real property, which materials, upon completion of such 
construction, alterations, or repairs, become real property, regardless of whether 
or not such real property is to be sold or resold. 
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The grant of the right to continuous possession or use of any article of 
tangible personal property granted under a lease or contract if such grant ‘of 
ssion would be taxable if outright sale were made; in such event such lease 
ntract shall be considered the sale of such article and the tax shall be com puted 
snd paid by the vendor upon the rentals paid. 


D. C. Cont 47-2602 (63 Strat. 115) 


Beginning on and after August 1, 1949, for the privilege of selling certain tangible 

nal property at retail sale and for the privilege of selling certain selected 

s defined as sales at retail in this act, a tax is hereby imposed upon all 

ors at the rate of 2 per centum of the gross receipts of any vendor from the 

ca if such tangible personal property and services[.J: Provided, That the rate 

with respect to sales of food for human consumption off the premises where such 

sold shall be 1 per centum of the gross rec upts from such sales, and that the 

if tax with respect to sales or charges for any room or rooms, lodgings, or accommo- 

furnished to transients by any hotel, inn, tourist camp, tourist cabin, or 

ther place in which rooms, lodgings, or accommodations are regularly furnished 
imsients shall be 3 per centum of the gross receipts from such sales. 


D. C. Cops 47-2604 (63 Srar. 115) 


For the purpose of collecting his reimbursement as provided in this act insofar 
can be done and yet eliminate the fractions of a cent, the vendor shall add 
e sales price and collect from the purchaser the following amounts: 
1) On each sale where the sales price is from 14 cents to 63 cents, both 
isive, 1 cent; 
[(b) On each sale where the sales price is from 64 cents to $1.13, both inclusive, 
4 ents ; 
[(c) On each 50 cents of sales price or fraction thereof in excess of $1.13, 
A each sale, other than sales of food for human consumption off the premises 
here such food ww sold, and other than sale 8 oO7 charge s for rooms, loagings, or accom- 
modations furnished to transients, where the sales price is from 14 cents to 63 cents, 
hoth inclusive, 1 cent; on each such sale where the sales price ws from 64 cents to $1.13, 


both inclusive, 2 cents; and on each 50 cents of sales price o7 fraction thereof of such 
sale in excess of $1.13, 1 cent. 
b) On each sale of food for human consumption off the premises where such food 
sold where the sales price is from 28 cents to $1.27, both inclusive, 1 cent; on each 
h sale where the sales price ws from $1.28 to $2.27, both inclusive, 2 cents; and on 
h $1 of sales price or fraction thereof of such sale in excess of $2.27, 1 cent. 
On each sale or charge for rooms, lodgings, or accommodations, furnished to 


ients, 3 per centum of the sales price. 
D. C. Cope 47-2605 (63 Star. 115 


Sec. 128. Gross receipts from the following sales shall be exempt from the tax 
imposed by this title: 
a) Sales to the United States or the District or any instrumentality thereof[.] 
t sales to national banks and Federal savings and loan associations 


D. C. Congr 47—2605 (63 Strat. 116) 


[(d) (1) Sales of food for human consumption off the premises where such food 
is sold | 

d) [(2)] Sales of any food sold for human consumption in hotels, restaurants, 
cafes, bars, and other establishments where the sales price of the food furnished 
each individual patron, including any cover, minimum, entertainment, or other 
charge, is [$1.25] 50 cents or less: Provided, however, That the gross proceeds 
from all such sales where the sales price to the individual patron is more than 
[$1.25] 50 cents shall be subject to the tax imposed by this title without any 
deductions from such gross proceeds by virtue of the provisions of this subsection: 
ind provided further, That the provisions of this chapter with respect to reim- 
bursement for the tax imposed shall be applicable to every such sale where the sales 
price to the individual patron is more than [$1.25] 50 cents without regard to the 
provisions of this subsection. 
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D. C. Cope 47-2701 (63 Srat. 124) 


1. (a) “Retail sale’’, ‘sale at retail’, and ‘“‘sold at retail’’ means all sales in a 
quantity or quantities of tangible personal property, whether made withi 
without the District, and services, to any person for the purpose of use, storay 
or consumption, within the District, taxable under the terms of this act. 1 
terms shall mean all sales of tangible personal property to any person for a 
purpose other than those in which the purpose of the purchaser is to res 
property so transferred in the form in which the same is, or is to be, received | 
him, or to use or incorporate the property so transferred as a material or part 
other tangible personal property to be produced for sale by manufacturing 
assembling, processing, or refining. For the purpose ot the tax imposed by 
act, these terms shall include, but shall not be limited to, the following: 

(1) Any production, fabrication, or printing of tangible personal property 
special order for a consideration. 

(2) The sale of natural or artificial gas, oil, electricity, solid fuel or st 
when made to any purchaser for purposes other than resale or for use in ma 
facturing, assembling, processing or refining. 

(3) The sale of material used in the construction, and of materials used i: 
repair or alteration, of real property, which materials, upon completion of 
construction, alterations, or repairs, become real property, regardless of whet 
or not such real property is to be sold or resold. 

(4) The grant of the right to continuous possession or use of any artic 
tangible personal property granted under a lease or contract if such grant 
possession would be taxable if outright sale were made; in such event such leas 
or contract shall be considered the sale of such article and the tax shall be co nput 
and paid by the vendor upon the rentals paid. 

(5) The sale of any meals, food or drink, or other like tangible personal prop- 
erty for a consideration. 


D. C. Copr 47-2702 (63 Strat. 146) 


Beginning on and after August 1, 1949, there is hereby imposed and ther 
shall be paid by every vendor engaging in business in the District and by ever 
purchaser a tax on the use, storage, or consumption of any tangible persona 
property and services sold or purchased at retail sale. The tax hereby imposed 
shall be at the rate of 2 per centum of the sale price of the tangible persona 
property or services rendered or sold[.]: except that the rate of tax with resp 
to sales of food for human consumption off the premises where such food is sold sha 
be 1 per centum of the sales price of such sales. 


D. C. Cope 47-2705 (63 Stat. 127) 


If a purchaser has not reimbursed for the tax such vendors or retailers as ar 
required or authorized to pay the tax, as the ca‘e may be, such purchaser sha 
file a return as hereinafter provided and pay to the Collector [2 per centum 
the total] a tax at the rates provided in section 125 of title I of this Act on the sal 
prices of property and services purchased at retail sale. 


D. C. Copr 47-1701 


Each national bank as the trustee for its stockholders, through its president o: 
cashier, and all other incorporated banks and trust companies in the District of 
Columbia, through their presidents or cashiers, and all gas, electric lighting, and 
telephone companies, through their proper officers, shall make affidavit to the 
board of personal-tax appraisers on or before the Ist day of August each year as 
to the amount of its or their gross earnings or gross receipts, as the case may be, 
for the preceding year ending the 30th day of June, and each national bank and 
all other incorporated banks and trust companies respectively shall pay to th« 
collector of taxes of the District of Columbia per annum 6 per centum on suc! 
gross earnings and each gas company, electric-lighting company, and telephone 
company shall pay to the collector of taxes of the District of Columbia per annum 
4 per centum on such gross receipts, from the sale of public utility commodities 
and services within the District of Columbia. [And in addition thereto the real 
estate owned by each national or other incorporated bank, and each trust, gas, 
electric-lighting, and telephone company in the District of Columbia shall be taxed 
as other real estate in said District: Provided, That street railroad companies shall 
pay 3 per centum per annum on their gross receipts and other taxes as provided 
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existing law, and insurance companies shall continue to pay the 2 per centum 
premium rec eipts as provided by existing law.J]~ And in addition thereto the 
eal estate owned by each national or other incorporated bank, and each trust, gas, 
electric-lighting, and telephone company in the District of Columbia shall be tared 
as other real estate in said District. Each company and its subsidiaries operating a 
treet railroad or both a street railroad and bus services in the District of Columbia 
shall pay 2 per centum per annum on their gross receipts: Provided, That any such 
company operating both a street railroad and bus services shall pay the we hicle-mileage 

- for the period beginning with the first day of November and ending with the last 
day of June of the year next preceding the effective date of this amendatory sentence 


and shall be allowed a credit for any vehicle-mileage tax paid in advance for the four- 
month period beginning with the first day of July of the year next succeeding the effec- 
¢ date of this amendatory sentence. Each gas, electric-lighting, and telephone 
company, and each company operating a street railroad or both a street railroad and 
¢ services in the District of Columbia, shall pay, in addition to the taxes herein 
mentioned, the franchise tax imposed by the District of Columbia Income and Fran- 
hise Tax Act of 1947 (61 Stat. 331, ch. 258), as amended (ch. 15, title 47, D. C. 
Code 1951), and the tax imposed upon stock in trade of dealers in general merchan- 
e under paragraph numbered 2 of section 6 of said Act approved July 1, 1902 
> Stat. 590, 618, ch. 1352), as amended. Fach gas, electric-lighting, telephone 
and street railroad company shall pay, in addition to the tax herein mentioned, 
the corporate income tax imposed by title II of the District of Columbia Revenue 
Act of 1939, and the personal property tax on merchandise stock in trade. 


D. C. Copr 47-2331 (32 Stat. 622) 


a) Every passenger vehicle for hire licensed under this section shall be con- 
sidered a public vehicle. 

(b) Any person, partnership, association, trust, or corporation operating or 
proposing to operate any vehicle or vehicles not confined to rails or tracks for the 
ransportation of passengers for hire over all or any portion of any defined route 
or routes in the District of Columbia, except when such vehicle or vehicles are to 
be operated solely for sight-seeing purposes, shall, on or before the Ist day of 
October in each year, or before commencing such operation, submit to the Public 
Utilities Commission of the District of Columbia, in triplicate, an application for 
license, stating therein the name of such person, partnership, association, trust, 
or corporation, the number and kind of each type of vehicle to be used in such 
operation, the schedule or schedules and the total number of vehicle-miles to be 
operated with such vehicles within the District of Columbia during the twelve 
month period beginning with the Ist day of November in the same year[.] 
: Provided, That the provisions of this subparagraph shall not apply to companies 
operating both street railroad and bus services in the District of Columbia which pay 
taxes to the District of Columbia on their gross receipts: Provided further, That nothing 
contained in the preceding proviso shall be construed to require such companies to 
comply with the provisions of the Act approved June 29, 1938 (52 Stat. 1233; sec. 
‘4-801, D. C. Code, 1951 edition). The Publie Utilities Commission shall there- 
ipon verify and approve, or return to the applicant for correction and resub- 
mission, each such statement, and when approved, forward one copy thereof to 
the commissioners of the District of Columbia or their designated agents and return 
one copy to the applicant. Upon receipt of the approved copy, and prior to the 
ist day of November in the same year, or before commencing such operation, 
each such applicant shall pay to the collector of taxes, in lieu of any other [fran- 
chise,] personal or license tax, in connection with such operation, the sum of 
[eight-tenths of 1 cent for each vehicle-mile] 2 cents for each vehicle-mile proposed 
to be operated in the District of Columbia in accordance with the application as 
approved. Upon presentation of the receipt for such payment, the commissioners 
of the District of Columbia or their designated agent shall issue a license author- 
izing the applicant to carry on the operations embodied in the approved applica- 
tion. No increase of operations shall be commenced or continued unless and 
until an application similar to the original and covering such increase in operation 
shall have been approved and forwarded in the same manner and the correspond- 
ing additional payment made and license issued. No license shall be issued under 
the terms of paragraph (b) of this section without the approval of the Public 
Utilities Commission of the District of Columbia. 
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\UTHORIZING THE EXCHANGE, UPON TERMS FULLY PROTECTING 
THE PUBLIC INTEREST, OF THE UNITED STATES PUBLIC HEALTH 
QUARANTINE STATION AT MARCUS HOOK, PA., FOR A NEW QUAR- 
ANTINE STATION 


\farcu 17, 1954.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 


—,f}._1H_——————Kquei — 


Mr. HorrmMan of Michigan, from the Committee on Government 
Operations, submitted the following 


REPORT 


[To accompany H. R. 6421] 


The Committee on Government Operations, to whom was referred 
the bill (H. R. 6421) to authorize the exchange, upon terms fully 
protecting the public interest, of the United States Public Health 
quarantine station at Marcus Hook, Pa., for a new quarantine station, 
having considered the same, report favorably thereon with an amend- 
ment, and recommend that the bill, as amended, do pass. 

The amendment is as follows: 

Page 1, line 5, strike out the words ‘the Secretary of the Interior 
and’’, 

PURPOSE 


It is the purpose of the bill, as amended, to authorize the Adminis- 
trator of General Services, with the approval of the Secretary of 
Health, Education, and Welfare, to exchange with the Sun Oil Co. 
on terms and conditions as the Administrator may determine to be in 
the public interest, the lands and buildings of the United States Public 
Health quarantine station at Marcus Hook, Pa., for a new quarantine 
station (constructed in accordance with plans and specifications 
approved by the Administrator) to be provided by the Sun Oil Co. in 
the Philadelphia port area. 

STATEMENT 


The United States Public Health Service, through its quarantine 
station located at Marcus Hook, Pa., provides quarantine service to 
shipping entering the Philadelphia area. The station consists of a 

_ number of buildings more than 50 years old and a boat dock, occupying 
; an area of approximately 25 acres. During the period from i919 


42006 
















29 EXCHANGE OF QUARANTINE STATION AT MARCUS HOOK, PA. 


to 1941, the Public Health Service leased the present quarantine sta- 
tion from the State of Pennsylvania for $1 per annum. In 1941, the 
State donated the property to the Federal Government. 

The necessity of enlarging the oil refinery operations around Marcus 
Hook has created a health aad traffic problem for the quar: intine 
station, and since 1939 a project has been approved for acqul iring 
another site in the area and constructing a new quarantine facility, 
The lands occupied by the present quarantine station are desired | 
the Sun Oil Co. in order to expand its operations which are now oil 
ducted on ac hs icent lands. 

The bill avian that the exchange of property shall not be made 
unless the Administrator determines that the value of the property 
conveyed to the United States is equal to, or in excess of, the market 
value of the land conveyed by it; or that the United States receive 
from the Sun Oil Co. a sum of money equal to the amount by which 
the market value of the property conveyed by the United States 
exceeds the value of that received; that any such money received shall 
be covered into the Treasury as a miscellaneous receipt. The bill 
further provides that the new buildings, wharf, roads, etc., will be 
constructed on a suitable site, and such construction must be 
accordance with plans and specifications approved by the Administra- 
tor of General Services. 

In the committee’s opinion, the interest of the public is fully pro- 
tected by the provisions of the bill requiring an equal exchange or a 
payment in the event that the exchange is not equal. The committee 
amended the bill to delete the requirement of approvs al by the Seere- 
tary of the Interior, as that Department had indicated that the bill 
did not appear to be of direct concern to them. 

The Bureau of the Budget, the Department of Health, Education, 
and Welfare, and the Department of the Interior have no objection 
to the enactinent of this legislation, but suggested the deletion of the 
requirement that the Secretary of the Interior be required to approve 
the proposed transfer. Such deletion was recommended for the 
reasons set forth above. 

The General Services Administration had no objection to the 
enactment of the legislation, and the Comptroller General indicated 
that he had no information as to the need for nor the desirability of 
the legislation, and therefore made no recommendation. 

bill, S. 2405, which is identical to H. R. 6421, as amended, was 
reported out by the Committee on Public Works of the Senate and 
passed by the Senate on March 2, 1954. That bill was referred to 
this committee on March 3, 1954. 
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PROVIDING AN ALLOWANCE FOR OFFICE EXPENSES OF 
FULL-TIME UNITED STATES COMMISSIONERS 


Marcu 17, 1954.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed. 





Mr. Jonas of Illinois, from the Committee on the Judiciary, sub- 
mitted the following 






REPORT 


[To accompany H, R. 5801) 







The Committee on the Judiciary to whom was referred the bill 
(H. R. 5801) providing an allowance for office expenses of full-time 
United States Commissioners, having considered the same, reports 
favorably thereon with amendment “and recommend that the bill 
do pass. 

The amendment is as follows: 

At the end of the bill add the following new section: 








Sec. 2. That Section 403, Public Law 85, 83d Congress, Ist Session (Sec. 
11-332 D. C. Code, Supp. 2, 1951 Ed.) is hereby repealed. 

The purpose of the amendment is to repeal section 403 of Public 
Law 85, 83d Congress, which permitted the United States Commis- 
sioner for the District of Columbia to employ secretarial and clerical 
assistance in such number, and to incur such expenses, as the district 
court considers necessary. The enactment of that section in the 
District Law Enforcement Act removed the United States Commis- 
sioner for the District of Columbia from the provisions of title 28, 
United States Code, which applied to all United States commissioners. 

Your committee is of the opinion that there is no need, particularly 
in view of the proposed legislation, to treat the District of Columbia 
Commissioner differently from the others. Moreover, the provisions 
of the proposed legislation would definitely meet any additional needs 
which the Commissioner for the District of Columbia might have. 
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GENERAL STATEMENT 


United States commissioners, who are primarily committing magis- 
trates, are appointed by the United States district courts in such 
numbers as the court deems necessary (28 U.S. C. 631), for a 4-year 
term. 

‘The compensation of a Commissioner has a fixed maximum of 
$7,500 per year, which, together with certain authorized general addi- 
tions, raises it to $9,600 per year. These earnings are paid out of 
fees collected by the Commissioners which are fixed on a graduated 
scale under section 633 of title 18. 

A Commissioner pays out of the earned fees his expenses for clerical 
help, telephone, office supplies, and rent, if he is not situated in a 
Federal building. 

There are about 650 Commissioners throughout the country, most 
of whom serve part time because of little business, but in the large 
metropolitan areas the volume is so great as to require full-time 
attendance, which results in increased expenses. 

Under the proposed bill a full-time Commissioner who does not 
practice law would be permitted to receive the actual and necessary 
office expenses he incurs including the cost of a clerical assistant. The 
bill further provides that the Director of the Administrative Office of 
the United States Courts, under the direction of the Judicial Con- 
ference of the United States, would determine just which Commis- 
sioners would be designated as full time and whose allowance would 
be fixed and controlled by said Director. 

Your committee was informed during a hearing on this bill that 
not more than 10 of the United States Commissioners would qualify 
as full-time Commissioners under provisions of this bill. 

The testimony at the hearing disclosed that it is proposed to provide 
a qualified Commissioner with 1 clerk in grade 5 at a salary range of 
approximately $3,750. The additional expenses are estimated to be 
not more than $4,500, as a maximum figure. 

Attached hereto as a part of this report is a communication from 
the Administrative Office of the United States Courts. 

ADMINISTRATIVE OFFICE OF THE UNITED STATES Courts, 
SUPREME Court BUILDING, 
Washington, D. C., June 11, 1953. 
Hon. Josern W. Martin, Jr., 


Speaker of the House of Representatives, 
Washington, D. C. 

My Dear Mr. Speaker: On behalf of the Judicial Conference of the United 
States, I transmit herewith for the consideration of the Congress, the draft of a 
bill, approved by the Conference, which would provide that United States com- 
missioners who are required to devote full time to the duties of the office may be 
allowed their necessary office expenses. 

United States Commissioners are primarily committing magistrates serving the 
district courts. They are appointed pursuant to title 28, section 631, United 
States Code, by each distriet court in such number as it deems advisable. They 
are compensated entirely by fees for services rendered fixed by statute (28 U.S. C. 
633). The fees are graduated according to the volume of business handled and 
in addition there is a basic limitation of $7,500 upon the amount which a Com- 
missioner may receive per year, which with certain percentage increases author- 
ized by the Federal Employees Pay Acts of 1945 and 1946 fixes the limit of gross 
earnings of a Commissioner at approximately $9,600 per year. 

The term “gross earnings’ is used because a Commissioner must defray from 
his fees such expenses as any clerical help which he may require, telephone service, 
office supplies and, unless he is housed in a Federal building, rent. 
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The great majority of the approximately 650 commissioners now serving are 
1 part-time basis, with relatively small volumes of business, so that these 
es are not burdensome. There are, however, a small minority of commis- 


chiefly in metropolitan areas, who handle a volume of work which is 
ient to require the devotion of their entire time to their official duties. As 


olume of work increases so does the burden of clerical work and office expenses. 

The Judicial Conference Committee on Supporting Personnel, which studied 
this matter and reported to the Conference, pointed out that taking $3,000 as 
the cost of a clerical assistant and assuming office expenses of $200 per year, the 


amount remaining to a commissioner receiving maximum fees would be 
proximately $6,400. It is the view of the committee, as stated in its report, 

irred in by the Judicial Conference, that “this amount is too small to attract 
yr keep in the commissioner’s office an individual who should be a member of 

e bar and who is indeed a “magistrate, and who is responsible and competent.” 
rhe proposed bill would relate only to those commissioners who are required 
to devote full time to the performance of the duties of the office, as determined 
the Director of the Administrative Office of the United States Courts under 
supervision and direction of the Judicial Conference of the United States and 
who do not engage in the practice of law. These would be allowed their actual 
and necessary office expenses, including the compensation of a necessary clerical 
assistant. The amount of the expense allowable and the salary of the clerical 
assistant would be fixed by the Director of the Administrative Office of the United 
States Courts in the same way that most similar expenses of the courts are now 
fixed and determined. 

[ hope that the bill may be introduced in the House of Representatives and 
referred to the appropriate committee for consideration. If the committee desires 
idditional information with regard to the proposed legislation, I shall be glad to 
furnish it at a hearing or by letter. 

Sincerely yours, 


al 


( 


Henry P,. CHANDLER 
CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XITI of the House of Representa- 
tives, there is printed below in roman existing law in which no change 
is proposed, with matter proposed to be stricken out enclosed in black 
brackets, and new matter proposed to be added shown in italics: 


Section 633, Tirte 28, U. 8. CopE 


§ 633. Fees and expenses. 

c) United States Commissioners who are required to devote full time to the per- 
formance of the duties of the office, as determined by the Director of the Administrative 
Office of the United States Courts under the supervision and direction of the Judicial 
Conference of the United States and who do not engage in the practice of the law, shall 
be allowed their actual and necessary office expenses, including the compensation of a 
necessary clerical assistant. Such office expense shall be determined and paid and 
such compensation shall be fixed and paid by the Director of the Administrative 
Office of the United States Courts under the provisions of Section 604 of this title. 


Section 403 or Pusiic Law 85, 83p ConGreEss, Ist SESSION 


[Sec. 403. Each United States commissioner for the District may employ 
secretarial and clerical assistants in such number and incur such other expenses 
as the district court considers necessary.] 
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EXTENDING THE PERIOD FOR FILING CERTAIN CLAIMS 
UNDER THE WAR CLAIMS ACT OF 1948 


Marcu 17, 1954.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 


Mr. Hinsnaw, from the Committee on Interstate and Foreign 
Commerce, submitted the following 


REPORT 


[To accompany H. R. 6896] 


The Committee on Interstate and Foreign Commerce, to whom 
was referred the bill (H. R. 6896) to extend the period for filing claims 
for compensation by World War II prisoners of war to August 1, 1954, 
having considered the same, report favorably thereon with amend- 
ments and recommend that the bill, as amended, do pass. 

The amendments are as follows: 

Page 1, lines 3 and 4, strike out “section 6 and 77” and insert in 
lieu thereof “sections 6 and 7”’. 

Page 1, line 7, strike out ‘August’ and insert “July’’. 

Amend the title so as to read: 

A bill to extend the period for the filing of certain claims under the War Claims 
Act of 1948 by World War II prisoners of war. 

The sole purpose of this bill is to provide for a reasonable extension 
of time for the filing, by individuals who were held as prisoners of war 
while members of the armed forces of the United States, of claims for 
certain compensation provided for by the War Claims Act of 1948. 

By the act of April 9, 1952 (Public Law 303, 82d Cong.), section 6 
of the War Claims Act of 1948 was amended by adding a new subsec- 
tion (d) authorizing the War Claims Commission to pay $1.50 per day 
to any American prisoner of war for forced labor performed by him 
during his imprisonment or for inhumane treatment to which he was 
subjected during his imprisonment, in violation of the Geneva Con- 
vention of July 27, 1929. Provision was made for the payment of 
such claims from the war claims fund, which was created by the War 
Claims Act of 1948, and consists of sums covered into the Treasury 
after liquidation of German and Japanese property vested by the 
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Alien Property Custodian pursuant to the provisions of the Trading 
With the Enemy Act. 

By such act of April 9, 1952, it was provided that claims for com- 
pensation under the new section 6 (d) had to be filed with the War 
Claims Commission within 1 year after the date of the enactment of 
the act, or, in other words, on or before April 9, 1953. The purpose 
of the first section of the amended bill here being reported is to extend 
the time for filing such claims to July 1, 1954. 

As stated in the attached letter from the War Claims Commission, 
notwithstanding the time limit specified under the present law for the 
filing of claims under section 6 (d), approximately 1,780 claims have 
been received by the Commission since the April 9, 1953, deadline. 
As the law stands today, of course, these claims cannot be considered, 
In order to enable the War Claims Commission to consider and act 
upon these claims which were filed too late, section 3 of the bill provides 
that the amendment made by the first section of the bill shall take 
effect retroactively, as of April 9, 1953. 

The bill contains another section, section 2, which merely provides 
that none of its provisions shall be construed to extend the life of the 
War Claims Commission for any period of time. 

The bill as introduced would have extended until August 1, 1954, 
the time for filing claims under section 6 (d). In his testimony 
before the committee, the Chairman of the War Claims Commission 
pointed out that by law the Commission is required to wind up its 
affairs not later than March 31, 1955. He told the committee that if 
the date for filing claims were to fall on a date subsequent to 
July 1, 1954, the Commission would feel doubtful about its ability to 
Soils te the work of acting upon such claims before the date the 
Commission is to expire. It is because of this that the committe: 
has amended the bill to make the date July 1, 1954, instead of August 
1, 1954. The committee believes, in view of the testimony, that it 
will be possible for the Cemmissign to dispose of all claims filed on or 
before July Ly 1954. 

It may be noted that the letter from the Commission sets forth 
estimates as to the additional claims which may be filed prior to the 
extended deadline provided for by the bill. However, in his testimony 
the Chairman of the Commission cautioned that the estimates ms ay be 
somewhat unreliable, because unknown factors are involved. 

A spokesman for the American Legion appeared before the 
committee and testified in favor of this legislation. 

The following communications have been received with respect 
to this bill: 

War Criatms Commission, 
Washington 25, D. C., February 18, 1954. 
Hon. CHarues A. WOLVERTON, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington 24, D. C. 

My Dear Mr. Wo tverton: This is in response to your letter of February 6, 
1954, requesting a report by the War Claims Commission on H., R. 6896, 83d 
Congress, entitled “A bill to extend the period for filing claims for compensation 
by World War II prisoners of war to August 1, 1954.” 

The purpose of the bill is to amend section 3 of Public Law 303, 82d Congress, 
approved April 9, 1952, entitled “‘An act to amend sections 6 and 7 of the War 
Claims Act of 1948,’’ so as to extend the time for the filing of claims by former 


prisoners of war of World War II, for inhumane treatment and/or compulsory 
uncompensated labor, as recognized by section 1 of such public law, for a period 
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from April 9, 1953, to August 1, 1954. Section 3 of Public Law 303 presently 

vides that claims for compensation of prisoners of war based upon inhumane 
treatment and/or compulsory labor, as recognized by section 1 of such public 
law, ‘must be filed with the War Claims Commission within 1 year after the date of 
the enactment of this act.”” Public Law 303 was approved April 9, 1952. Con- 
sequently, the time limit for the filing of claims of prisoners of war thereunder 
erminated on April 9, 1953. The subject bill proposes extension of this time to 
August 1, 1954. 

The bill further provides, in section 2 thereof, that “the amendment made by 
this act shall not be construed to extend the life of the War Claims Commission 
for any period of time.’”? Under the War Claims Act of 1948, as amended, the 
Commission must terminate its activities and wind up its affairs not later than 
March 31, 1955 Thus, the subject bill, if enacted, would not change this termina- 
tio! date. Finally, the bill proy ides, in section 3 thereof, that the amendment 
which would be made by it, in the event of its enactment, ‘‘shall take effect as of 
April 9, 1953.”’ It is believed that this provision may be construed to authorize 
the War Claims Commission to recognize those claims which have been mailed 
to it, under Public Law 203, after the statutory deadline of April 9, 1953, up to 
and ineluding August 1, 1954, automatically, without the necessity for such 
claimants to file a new claim. As of February 1, 1954, a total of approximately 
1,780 claims or inquiries, which may be construed to be informal claims, have been 
received by the Commission. These latter were mailed after the deadline, April 9, 
1953. 

Moreover, Public Law 16, 82d Congress, approved April 5, 1951, directed the 
Commission to ‘‘take immediate action to advise all persons entitled to file 
claims under the provisions of this act administered by the Commission of their 
rights under such provisions, and to assist them in the preparation of their claims.’ 
Examination of our records discloses that pursuant to this directive, the War 
Claims Commission gave very wide publicity to the rights of claimants under the 
basic act and under Public Law 303. With respect to Public Law 303 claims in 
particular, it may be observed that the War Claims Commission on its own 
initiative mailed claim forms and instructions to the last known addresses of all 
former American prisoners of war, or their survivors, who had previously filed a 
claim as prisoners of war under section 6 (b) of the act. The Commission consid- 
ered this procedure to be consistent with the requirements of Public Law 16, 
82d Congress. Records of the Commission show that the claim forms mailed to 
many of those attempting to file after the deadline have not been returned un- 
claimed to the Commission and presumably reached the addressee. However, 
the files of many of those persons who now seek to apply for compensation after 
the terminal date, indicate that the claim forms were returned by the Post Office 
Department as undeliverable. 

The Department of Defense has reported that 131,526 American servicemen 
were held as prisoners of war in the European and Pacific theaters during World 
War II. The number of eligible Filipino prisoners of war is not definitely estab- 
lished. A total of 132,109 claims were filed by American prisoners of war under 
section 6 (b) of the act, while a total of 137,967 were filed by Filipino claimants. 
As against the foregoing only 117,747 American prisoners of war filed under 
section 6 (d) and correspondingly only 74,144 Filipinos filed. Moreover, of the 
latter figure 25,000 filed who were not claimants under section 6 (b 

The percentage of disallowances of American claims has been minimal, whereas 
disallowances of Filipino claims has run at approximately 60 percent ineligible 
In round numbers 117,000 claims have been timely filed by Americans and 75,000 
by Filipinos. 

There may very likely be valid reasons in many instances for not filing. For 
example, in some eases, the eligible claimants may have chosen not to file. The 
Commission, in fact, has on record explicit refusals to file. Further, Government 
experience is that some potential claimants always fail to file claims. 

The proposal to reopen the filing date retroactively to cover the period from 
April 9, 1953, to August 1, 1954, appears to be of such length as to prevent the 
Commission from completing its adjudication program within the limitations of 
the War Claims Act, inasmuch as the present regulations of the Commission 
provide inter alia, for specified periods within which to file developmental data, 
a 6-month period within which to appeal and an additional 30-day period within 
which to request rehearing or reargument. Accordingly, ‘t is suggested that if 
the bill were to receive favorable consideration and passage in the near future, it 
may be preferable to amend it so that it would provide that claims received after 
April 9, 1953, and not later than 90 days after the date of enactment of the bill 
might be considered, rather than writing a specific date into the bill. This would 
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tend to make the bill more flexible and would, in event of its early passage, aid in 
expediting the work of the Commission. It is considered that an extension of 
90 days after enactment would allow time to publicize the extension and give 
full opportunity for persons to file who have not filed. It is also considered that 
such an extension, if effectuated in the near future, would nct interfere with the 
completion on schedule of the Commission’s activities. On the other hand. jf 
the final date for filing claims, were to fall on a date subsequent to June 1, 1954, 
it would not be possible to complete the work due to time required for primary 
adjudication, appeals and other time elements to which reference is hereinabove 
made. 

However, in view of the fact that the Commission has completed adjudication 
of virtually all timely filed American prisoner-or-war (as distinguished fron 
Filipino prisoner-of-war) claims under Public Law 303, it should be emphasized 
that, if it be determined by the Congress to be in the public interest to reopen 
briefly the filing period, it should be done in the near future so that the Com- 
mission may complete the additional assignment concurrently with its other 
duties and wind up its affairs by the deadline, March 31, 1955. 

The records of the Commission disclose that approximately 13,000 more claims 
of American prisoners of war were filed under section 6 (b) of the act than under 
section 6 (d). There are presently no means available to make other than an 
estimate with respect to potential claims by Filipinos inasmuch as both types of 
claims have been consolidated and an actual manual examination of approximately 
150,000 such claims would be required. The Commission had determined, as 
indicated, that approximately 25,000 Filipino claimants filed under Public Law 
303 who did not file under Public Law 896. This factor, of course, probably 
unduly inflates the possible claims load that may be anticipated from the latter 
source as enhanced by an extensive filing by ineligibles whose claims must, 
nonetheless, be processed. However, it is the estimate of the Administrative 
Division of the Commission that should the time for filing be extended for a period 
of as much as 90 days a maximum of 16,000 American prisoner-of-war claims, and 
78,000 Filipino prisoner-of-war claims might be filed, or a total of 94,000. More- 
over, the average allowed American prisoner-of-war $1.50-per-day compensation 
stands at $549.25, while the Filipino average is $248.02. The total estimate by 
the Administrative Division for payment of the claims in question is $14,891,297. 
However, the Commission is of the opinion that such an estimate, in the light of 
the fact that only 1,780 have sought to file to date, is somewhat unrealistic, and 
that the number of actual filers will be relatively small, 

In addition, present stocks of claims application forms are low and there are 
none available at this time in the Republic of the Philippines. Experience of 
the Commission is that in all probability a minimum 5 to 6 weeks will be required 
for printing. These facts together with the added elements of transportation 
to and dissemination in the Philippines of claim forms make it apparent that such 
a vroposed program would be impossible of attainment in less than 90 days. 

For the foregoing reasons, and in the light of the reservations suggested, the 
War Claims Commission recommends favorable consideration of H. R. 6896, 83d 
Congress. It is pertinent to reemphasize, however, the desirability of early 
action, if the decision be to extend the filing period briefly, so as not to interfere 
with the Commission’s plans for winding up its affairs by the deadline, March 31, 
1955, since, as stated, adjudication of virtually all American prisoner-of-war claims 
has been completed. 

Informal advice has been received from the Bureau of the Budget that there 
would be no objection to the presentation of this report to your committee. 

Sincerely vours, 
Watney GILLILLAND, 
Chairman, War Claims Commission. 





EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 
Washington 25, D. C., March 8, 1954 
Hon. CHaries A. WOLVERTON, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, House Office Building, 
Washington 25, D. C. 

My Dear Mr. CuatrMan: This is in reply to your letter of January 8, 1954, 
requesting the views of this office with respect to H. R. 6896, a bill to extend the 
period for filing claims for compensation by World War II prisoners of war to 
August 1, 1954. 
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4s you know, the War Claims Commission has submitted a report to your 
committee in which that agency indicated it favored amending H. R. 6896 so as 
to permit prisoner-of-war claims for compensation to be filed during the period 
beginning April 9, 1953, and ending not later than 90 days after enactment of the 
bill : 

The Bureau of the Budget concurs with the War Claims Commission and if 
H. R. 6896 is modified in the manner outlined above, we would recommend its 
favorable consideration by your committee. 

Sincerely yours, 
DonaLp R. BELCHER, 
Assistant Director, 


DEPARTMENT OF JUSTICE, 
OFFICE OF THE Deputy ATTORNEY GENERAL, 
Washington, February 12, 1954 
Hon. CHARLES A. WOLVERTON, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington, D. C. 

Dear Mr. CHAIRMAN: This is in response to your request for the views of the 
Department of Justice relative to H. R. 6896, a bill to extend the period for filing 
claims for compensation by World War II prisoners of war to August 1, 1954 

The War Claims Act of 1948 (50 U.S. C. App. 2001 et seq.) as originally enacted 
authorized the payment of compensation to those members of the Armed Forces 
of the United States who were prisoners of war during World War II, or certain 
of their survivors, at the rate of $1 for each day their enemy captors provided 
substandard food. Public Law 303, 82d Congress, approved April 9, 1952 
66 Stat. 47), provided additional compensation of $1.50 for each day such pris- 
mers of war underwent uncompensated, forced labor or received inhumane 
treatment. Public Law 303 provided that claims for such compensation could 
be filed within 1 year from the date of its enactment, that is, on or before April 
9, 1953. 

This bill would extend the time for filing claims payable under Public Law 303 
intil August 1, 1954. 

The merits of she bill and the probable sums to be paid out under it are matters 
within the jursdiction of the War Claims Commission. However, it should be 
noted that 1t weuld require additional disbursements from the War Claims Fund 
which, pursuant to sections 12 and 13 of the War Claims Act, consists of net 
proceeds of German and Japanese property vested under the Trading With the 
Knemy Act, as amended, and not subject to return under that act. This Depart- 
ment has transferred a total of $210 million to the war claims fund, including $60 
million transferred pursuant to the directive in Public Law 211, 83d Congress, 


approved August 7, 1953 (67 Stat. 461). It is estimated that the transier of the 

remaining $15 million authorized by Public Law 211 will leave only a relatively 

small balance available for ultimate transter to the war claims fund. Any appre- 
PI 


ciable increase in payments from the fund resulting from enactment of the subject 
bill or other pending measures to broaden or increase the benefits under the 
War Claims Act might require financing from sources other than vested German 
and Japanese assets. 

Whether the bill should be enacted is a question of policy on which the Depart- 
ment of Justice prefers to make no recommendation. 

The Bureau of the Budget advised this office that there would be no « bjection 
to the submission of this report, but stated its belief to be that nce action should 
be taken on this bill pending completion of a study of the issues raised bv the 
recommendations contained in the supplementarv report of the War Claims 
Commission, concerning war claims arising out of World War II, dated January 
9, 1953. 

Sincerely, 
toBERT W. Minor, 
Acting Deputy Attorney Cenera!. 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as 
introduced, are shown as follows (existing law proposed to be omitted 
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is enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 


Act or Aprit 9, 1952 (Pustic Law 303, 82p Cona.) 
AN ACT To amend sections 6 and 7 of the War Claims Act of 1948 


Be it enacted by the Senate and House of Representatives of the United Stat 
America in Congress assembled, That subsection (a) of section 6 of the War Cla 
Act of 1948, as amended (62 Stat. 1240), is hereby amended by inserting aft: 
words ‘‘As used in’’ the following: “subsection (b) of’’; and such section 6 is furt 
amended by adding a new subsection (d) as follows: 

d) (1) As used in this subsection the term ‘prisoner of war’ means a 
regularly appointed, enrolled, enlisted, or inducted member of the military 
naval forces of the United States, who was held a prisoner of war for any px 
of time subsequent to December 7, 1941, by any government of any natior 
which the United States has been at war subsequent to such date. 

(2) The Commission is authorized to receive, adjudicate according to la 
and to provide for the payment of any claim filed by any prisoner of war 
cor! ipensation 

(A) for the violations by the enemy government by which he was held 

a prisoner of war, or its agents, of such government’s obligations under t 

III, section III, of the Geneva Convention of July 27, 1929, relating to lal 

of prisoners of war; or 

B) for inhumane treatment by the enemy government by which he 
held, or its agents. The term ‘inhumane treatment’ as used herein sha 
include, but not be limited to, violation by such enemy government, or 

agents, of one or more of the provisions of articles 2, 3, 7, 10, 12, 13, 21, 22 

54, 56, or 57, of the Geneva Convention of July 27, 1929. 

“*(3) Compensation shall be allowed to any prisoner of war under this sut 
section at the rate of $1.50 per day for each day he was held as a prisoner of wa: 
on which he alleges and proves in a manner acceptable to the Commission 

““(A) the violation by such enemy government or its agents of the provisi 
of title ITT, section III, of the Geneva Convention of July 27, 1929; or 
“(B) any inhumane treatment as defined herein. 
Any claim allowed under the provisions of this subsection shall be certif 
to the Secretary of the Treasury for payment out of the War Claims Fund « 
tablished by section 13 of this Act. In no event shall the compensation allows 
to any prisoner of war under this subsection exceed the sum of $1.50 with respe 
to any one day. 

(4) Claims pursuant to subsection (d) (2) shall be paid to the person enti 
thereto, or to his legal or natural guardian if he has one, and shall, in case of deat 
of the persons who are entitled be pavable only to or for the benefit of the following 
persons: 

\) widow or dependent husband if there is no child or children of t 
deceased 

B) widow or dependent husband and child or children of the decea 
one-half to the widow or dependent husband and the other half to the « 
or ct ildren of the deceased in equal shares : 

C) child cr children of the deceased (in equal shares) if there is 
widow or dependent husband; and 





x : : & * * 


Src. 3. Claims for compensation under subsection (d) of section 6 of the Wa 
Claims Act of 1948, as amended, must be filed with the War Claims Commis: 
[within one vear after the date of the enactment of this Act] on or b 
August 1, 1954 

Sec. 4, Nothing in this Act, or in the amendments made by this Act to t 
War Claims Act of 1948, as amended, shall operate to extend the life of 
War Claims Commission for any period of time. 


Approved April 9, 1952. 


O 
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SISTER CONSTANTINA (TERESIA KAKONY1I) 


\larcu 18, 1954.—Committed to the Committee of the Whole House and ordered 
to be printed 


Vr. Granam, from the Committee on the Judiciary submitted the 
following 


REPORT 
[To accompany 8. 208] 


The Committee on the Judiciary, to whom was referred the bill 
(S. 208) for the relief of Sister Constantina (Teresia Kakonyi), having 
considered the same, report favorably thereon without amendment 
and recommend that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of the bill is to grant the status of permanent residence 
in the United States to Sister Constantina (Teresia Kakonyi). The 
bill provides for an appropriate quota deduction and for the payment 
of the required visa fee. 


GENERAL INFORMATION 


The beneficiary of the bill is a 44-year-old nun, a native and citizen 
of Hungary, who last entered the United States as a student on August 
26, 1950. She is a member of the Order of Notre Dame and that 
order has no offices outside of Hungary and now all religious orders 
have been abolished in Hungary. Her support is guaranteed by the 
Benedictine Sisters Benevolent Association. 

A letter, with attached memorandum, dated March 24, 1953, to 
the chairman of the Senate Committee on the Judiciary from the 
Acting Commissioner of the Immigration and Naturalization Service 
with reference to the case reads as follows: 
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Marcu 24, 
Hon. WituiaAmM LANGER, 
Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. C. 


Dear SENATOR: In response to your request of the Department of Just 
a report relative to the bill (S. 208) for the relief of Sister Constantina res 
Kakonyi), there is annexed a memorandum of information from the Immigrat 
and Naturalization Service files concerning the beneficiary. 

The bill would grant the alien permanent residence in the United States 
provide for the appropriate quota deduction. If the committee decides to 
relief to the alien, the bill should be amended so as to eliminate any reference ; 
the Immigration Act of 1924 

The alien is chargeable to the quota for Hungary, which is oversubseril 
However, she may be able to qualify for a first preference quota immigrant \ 
under the provisions of section 203 (a) (1) (A) of the Immigration and Nati 
Act on the basis of her education, training, or experience. 

Sincerely, 


alit 


Acting Commission: 


MepMORANDUM OF INFORMATION FROM IMMIGRATION AND NATURALIZA 
SerRvVICE FILES RE SistER CONSTANTINA (TERESIA KaAkony!1), BENEFIC] 
oF S. 208 


Sister Constantina (Teresia Kakonyi), a native and citizen of Hungary 
born on December 19, 1908. She was admitted to the United States on A 
26, 1950, as a student for a period expiring February 28, 1951, in order to att 
the College of St. Scholastica in Duluth, Minn. Her application for extens 
of her temporary stay was denied inasmuch as her passport was to expin 
April 30, 1951. She was advised to effect her departure from the United Stat 
on or before April 5, 1951. 

Sister Constantina, a Catholic nun, is a member of the Order of Notre Da: 
The motherhouse of this order is in Kalocsa, Hungary. The order has no hx 
outside of Hungary. Sister Constantina was sent by her order to Italy in 194 
to study art While she was in Italy the Communists gained control of Hunga: 
and, it is reported, they have abolished all religious orders in that country. Sis 
Constantina feels that if she reenters Hungary she will be subject to persecut 
After the Communists gained control of her native land, she was financia 
dependent upon other religious groups in Italy. She is sponsored in this count 
by the Benedictine Sisters Benevolent Association. 

The alien desires to secure permanent residence in the United States. Ir 
event, however, that her religious order is reestablished in Hungary, she wo 
then return to that country. The Benedictine Sisters Benevolent Associat 
will continue their sponsorship of Sister Constantina as long as she remains 
the United States. 


Senator Hubert H. Humphrey, the author of the bill, has submitt: 
the following information in connection with the case: 


MEMORANDUM REGARDING SISTER CONSTANTINA (TERESIA KAKONYI 


Teresia Kakonyi was born in Kalocsa, Hungary, December 19, 1908, and |! 
came a member of the Sisters of Notre Dame of Hungary. On June 22, 193! 
she received the highest degree in art and applied arts from the Hungarian Roya 
Art Institute, certifying her to teach art and related fields in any higher instit 
tion in that country. 

On May 28, 1947, she left Hungary via Innsbruck, with persmission of the thi 
Hungarian Minister of Education and of her religious superior, arriving in Ror 
on June 3, 1947, for the purpose of further study in perfecting her knowledg 
and techniques as artist and art instructor. 

Shortly after her arrival in Italy the political situation changed complete!) 
Hungary. Her religious community was dissolved by Government decree, t! 
making it impossible for her to return without certainty of Communist perse: 
tion. She therefore disregarded questionnaires sent by the new regime with 
resultant classification as a dissident person. While in Rome, Sister Constanti! 
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had only a visitor status with residence hospitality extended by the Sisters of 
Providence at 101 Piazza della Veschette. 

On August 26, 1950, Sister Constantina left Rome via airplane for the United 
States, arriving that same day at New York where she was admitted as an im- 
migrant student on a section 4 (e) visa granted July 25, 1950, by the American 
Consul in Naples, and was destined to the College of St. Scholastica in Duluth, 
Minn. The purpose of her coming here was to study the English language and 
American methods of teaching as well as to pursue research in her special field 
of art and art education. 

Her Hungarian passport was issued in Rome on August 17, 1948, with validity 
to April 30, 1951. Thus her admission to the United States had to be limited 
to February 28, 1951. Her alien registration is No. A-7835247. 

While in Rome, Sister Constantina also received International Red Cross pass- 
port No. 98137 with validity to March 22, 1951, but such document is not of 
value as it does not guarantee return to any particular country. 

The problem in her case is that the Duluth district office of the United States 
Immigration and Naturalization Service informed Sister Constantina that an 
extension of her stay as a student could be granted only if her Hungarian pass- 
port was revalidated beyond April 30, 1951. This is not possible she fears, for 
she is persona non grata with the Communist-controlled regime in Budapest— 
except herhaps on the sole basis that she return directly to Hungary as has oc- 
curred in similar cases in the past; and which she cannot do without danger of 
persecution. Her recent application to the Legation in Washington met with 
the request that she complete a lengthy questionnaire which would then be for- 
warded to the Hungarian Minister of Police and Interior in Budapest. She 
thought it advisable not to complete and return the questionnaire. 

Sister Constantina has been unable to obtain a document valid for her return 
to some other country. She received notice through the Duluth district office 
of the United States Immigration and Naturalization Service that since she has 
not obtained the revalidation of her Hungarian passport she is required to depart 
from this country. Forced departure would mean that she must return to 
Hungary. 

The solution of this worthy case appears to be along legislative lines. Sister 
Constantina is a woman of high moral standards; she has never been guilty of 
State or Federal offense and is deeply opposed to subversive elements in any 
government. Judging from available information concerning the high quality 
of her work and her artistic capabilities, Sister Constantina would be a particularly 
fine asset to American life. The Benedictine Sisters Benevolent Association, a 
Minnesota corporation, has guaranteed full sponsorship for Sister Constantina’s 
stay in the United States whether this time be a short time or for life. 

The passage in the United States Senate of a private bill for the benefit of 
Sister Constantina would relieve her of the fear that she must return to Hungary 
and would at the same time admit to the United States a worthy and valuable 
immigrant. 


Mr. Blatnik, author of a companion bill, H. R. 4051, also recom- 
mended the enactment of this bill. 

The committee, after consideration of all the facts in the case, is of 
the opinion that the bill (S. 208) should be enacted. 


0 
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GIULIO SQUILLARI, MRS. MAGGIORINA BARBERO SQUIL- 
LARI, ROSANNA SQUILLARI, AND EUGENIO SQUILLARI 


\arca 18, 1954.—Committed to the Committee of the Whole House and ordered 
to be printed 


\lr. Hype, from the Committee on the Judiciary submitted the 
following 


REPORT 


[To accompany S. 532] 


The Committee on the Judiciary to whom was referred the bill 
S. 532) for the relief of Giulio Squillari, Mrs. Maggiorina Barbero 
Squillari, Rosanna Squillari, and Eugenio Squillari, having considered 
the same, report favorably thereon without amendment and recom- 
mend that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of the bill, is to grant the status of permanent residence 
in the United States to Giulio Squillari, Mrs. Maggiorina Barbero 
Squillari (his wife), and Rosanna Squillari, and Eugenio Squillari, 
The bill provides for appropriate quota deductions and for the pay- 
ment of the required visa fees 


GENERAL INFORMATION 


The beneficiaries of the bill are husband, wife, and two minor chil- 
dren, all of whom are natives and citizens of Italy. They last entered 
the United States temporarily on May 2, 1951, to visit a brother, who 
is a United States citizen and who operates several hotels and res- 
taurants in Maryland. The childrep attend school, and the father 
and mother work at the Big Savage Inn at Frostburg, Md. 

A letter, with attached memorandum, dated May 13, 1953, to the 
chairman of the Senate Committee on the Judiciary from the Com- 
missioner of Immigration with reference to the case reads as follows: 








- GIULIO SQUILLARL AND OTHERS 


Hon. WittiAmM LANGER, 
Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. C. 

Dear SENATOR: In response to your request of the Department of Justic; 
relative to the bill (S. 532) for the relief of Guiglio Squillari, Mrs. Barbero Mar- 
giorina Squillari, Kosanna Squillari, and Eugenio Squillari, there is annexed g 
memorandum of information from the Immigration and Naturalization Servic 
files concerning the beneficiaries. According to Mr. Squillari, the correct spelling 
of his first name is Giulio. It also appears that the correct spelling of his daugh- 
ter’s fivst name is Rosanna and that his wife’s name is Maggiorina Barbero 
Squillari 

The bill would grant the aliens permanent residence in the United States upor 
payment of the required visa fees and head taxes. It also would direct that four 
numbers be deducted from the appropriate immigration quota. It should by 
noted, however, that the Immigration and Nationality Act does not require th 
payment of a head tax. 

The aliens are chargeable to the quota for Italy, which is oversubscribed 

Sincerely, 


Commission: 


MEMORANDUM OF INFORMATION FROM IMMIGRATION AND NATURALIZATION 
Service Fites re Gruiio SQuILLARI, MaAaGGrorRInA BARBERO SQUILLARI 
ROSANNA SQUILLARI AND EUGENIO SQUILLARI, BENEFICIARIES OF 8S. 532 


Mr. and Mrs. Squillari and their two children, Eugenio and Rosanna, are natives 
and citizens of Italy, who were born on June 19, 1910, May 22, 1912, April 3, 1935, 
and August 17, 1943, respectively. Their only arrival in the United States oc- 
curred at the port of New York on May 2, 1951. They were admitted by a board 
of special inquiry on May 3, 1951, as visitors until July 7, 1951. They wer 
destined to the adult male alien’s brother, Anton Squillari, at Cumberland, Md 
The aliens were granted extensions of stay until December 2, 1951. 

Warrants of arrest in deportation proceedings were issued on December 3, 1951, 
charging that, after admission as visitors, they remained in the United States 
longer than permitted. They were granted the privilege of departing voluntarily 
from the United States in lieu of deportation but they have not availed them 
selves of this privilege. 

Mr. Giulio Squillari testified that he and his family eame to the United States 
for the purpose of visiting his brother, and that it was their intention to returi 
to Italy at the end of their visit. After they had been here about 2 months, they 
decided they would like to remain permanently. He-and his family are living at 
the Big Savage Inn, Frostburg, Md., which is operated by his brother, Anton 
Squillari. His brother also operates a restaurant in Frostburg, a hotel in Cumber- 
land, Md., and a restaurant in Hagerstown, Md. Mr. Giulio Squillari and his 
wife work at the Big Savage Inn when their services are needed. Their two chil- 
dren attend public school. All of the aliens are supported by Anton Squillari. 

Mr. Giulio Squillari has two brothers, an uncle, and several cousins residing in 
the United States, and a brother and a sister residing in Italy. His brothers in 
the United States became citizens by naturalization. His parents are deceased. 
He owns a 10-acre farm in Italy valued at about 6 million lire. He stated that 
this farm is being taken care of by a brother-in-law and that the income there- 
from is being deposited to his credit in an Italian bank. 

Mr. Giulio Squillari served in the Italian Army from 1932 to 1933 and again 
from 1939 until 1943. He stated that he never rose above the rank of private 
first class and that all of his military service was compulsory. He alleges that 
he never performed any combat service. Both Mr. and Mrs. Squillari claim that 
they were never asked to join the Fascist Party. 

Mrs. Squillari has a brother and a sister living in Italy. Her parents are 
deceased. 

Mr. Anton (Antonio) Squillari testified that he went to Italy on a visit in 1948, 
at which time he inquired about immigration visas to the United States for his 
brother, Giulio and his family, and was told that it would be impossible even to 
get a number on the waiting list. He then decided to have them come to the 
United States as visitors and to make all possible efforts to keep them here after 
their arrival, if he could do so legally. It is his desire to turn over the operatior 
of one or more of his restaurants to his brother, if they are permitted to remai! 
here. 
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Senator J. Glenn Beall, the author of the bill, has submitted a 
number of letters and documents in support of the bill, among which 
are the following: 


THE SeEcOoND NATIONAL BANK OF CUMBERLAND, 
Cumberland, Md., July 8, 1958. 
Senator J. GLENN BEALL, 
Senate Office Building, Washington, D. C. 


DeaR GLENN: It has come to my attention that Antom Squillari is endeavor- 
ing to obtain American citizenship for his brother, the latter’s wife, and two 
children. It is a pleasure for me to endorse, without any reservation whatever, 
this application. 

Anton Squillari is, in my opinion, one of the more substantial businessmen in 
this community. By his industry, integrity, and good judgment he has over a 
period of years established a very successful business which merits and receives 
the persistent support of all of his customers. Everyone who knows him respects 
him for his achievements. In our bank, we have been favored with a modest, 
but consistently maintained, savings account by Mrs. Anton Squillari. 

If there is anything which I may do, either personally or in my business ca- 
pacity to promote this citizenship application, I hope that you will call on me 
and give me the opportunity to do so. 

Very truly yours, 
J. M. NauGuron, President. 


THe Fiperiry Savines Bank, 
Frostburg, Md., July 3, 1953. 
Hon. J. GLENN BEALL, 
Senate Office Building, Washington, D. C. 

Dear GLENN: This is written at the request of Mr. Anton Squillari, a customer 
of this bank and personal friend of several years. He wishes to obtain citizenship 
in this country for his brother, Guilio Squillari, Guilio’s wife, Maggiorina, and 
their children, Eugenio and Rosanna, and informs us that a statement of his own 
financial responsibility was required. 

Mr. and Mrs. Anton Squillari for several years past have operated the Big 
Savage Inn, west of Frostburg, and Anton’s Tallyhoo Restaurant, at the east end 
of this city. In addition, they operate the Maryland Cocktail Lounge, a restau- 
rant in Cumberland, Md., and recently opened an eating place in Hagerstown, 
Md. All of their enterprises appear to be prospering, although I cannot speak 
for the newest one from personal observation. 

In this period we have carried several accounts for the Squillaris and consider 
them most desirable customers. The balances average in modest four figures up- 
ward, but they have other banking connections as well. We consider them an 
asset to this community, both personally and as entrepreneurs of exceptional 
ability. We would unhesitatingly accept their assurance of responsibility for the 
family of Guilio Squillari, in the well-founded belief that they would not become 
wards of the Public Treasury. 

If we may in any manner be of further service, or provide more detailed infor- 
mation relative to Mr. and Mrs. Anton Squillari, please call upon us. 

With kindest personal regards, I am, 

Yours sincerely, 
Ravpu M. Race, Secretary. 


THe First NationaL BANK oF CUMBERLAND, 
Cumberland, Md., July 3, 1958. 
Hon. J. GLENN BEALL, 
Senate Office Building, Washington, D. C. 


Dear SenaTOR BEALL: Please be informed that Anton Squillari has had 
substantial accounts with this institution for many years and that our relations 
with Mr. Squillari have always been very satisfactory and mutually pleasant ones. 

Mr. Squillari, we are informed, is a naturalized citizen of the Cited States 
and we have no hesitancy in recommending him as being a person of unquestioned 
honesty and integrity. 

We can also attest as to the excellence of his reputation. 

Sincerely yours, 
A. W. Tinvat, President. 
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ZION EVANGELICAL AND REFORMED CHURCH, 
Frostburg, Md., July 2, 1953 
Hon. J. GLENN BEALL, 
United States Senator from Maryland, 
Post Office Building, Cumberland, Md. 


Dear SENATOR BEALL: It has come to my attention that there is a bill pending 
in Congress to permit Mr. Guilio Squillari, his wife Maggiorina, and his two 
children, Eugenio and Rosanna, Italian citizens, to remain in the United States 
as extra-quota persons. 

I understand that there is to be a conference on this matter in the very near 
future, and that you may have some influence in the matter. 

If these facts are correct, may I add my voice to the request that these persons 
be allowed to remain in this country. During the year or more in which they 
have been associated with the life of the Frostburg community, they have proven 
themselves admirably adaptable to American conditions and traditions. I believe 
that they are excellent citizen material. 

I have spoken with a number of persons who have had close associations with 
these people, and all are agreed that they are making a valuable contribution to 
our community life. 

Respectfully submitted. 

Pau, Vv. Tarior, Ph.D... D,. Di 
Pastor of Zion Church. 


Orr Bros. Bakery, INc., 
Cumberland, Md., July 2, 1958. 
Senator J. GLENN BEALL, 
Senate Office Building, Washington, D. C. 

My Dear Senator: During the past 2 years I have become very well ac- 
quainted with Anton Squillari’s brother, Guilio, also his wife, Maggiorina. In 
my honest opinion, they are very fine, thrifty people who would make excellent 
United States citizens. 

I take their son, Eugenio, to school from my house in Frostburg several mornings 
a week, and naturally, I know this boy very well. I have also talked with his 
instructors. He is fast becoming a real American boy. 

Their daughter, Rosanna, attends the training school at State Teachers College 
in Frostburg; her instructors tell me the child is an excellent student. 

All in all, Senator, I believe these people should be permitted to become citizens 
of the United States, 

If I can be of further assistance, please call on me. 

Very truly yours, 
Harry C, Orr. 


The committee, after consideration of all the facts in the case, is of 
the opinion that the bill (S. 532), should be enacted. 
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\ DR. UHENG KHOO 


Marcu 18, 1954.—Committed to the Committee of the Whole House and 
ordered to be printed 


Mr. Granam, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany 8. 1209] 


The Committee on the Judiciary, to whom was referred the bill (S. 
1209) for the relief of Dr. Uheng Khoo, having considered the same, 
report favorably thereon without amendment and recommend that 
the bill do pass. 


PURPOSE OF THE BILL 


The purpose of the bill is to grant the status of permanent resi- 
dence in the United States to Dr. Uheng Khoo. The bill provides for 
an appropriate quota deduction and for the payment of the required 
visa fee. 

GENERAL INFORMATION 


The beneficiary of the bill is a 32-year-old girl who was born in 
Malaya of Chinese parents on March 23, 1921. She last entered the 
United States as a student on March 3, 1945. She bas obtained 
several degrees in agriculture and botany and is now employed as an 
agricultural aid in the Connecticut Experimental Station in New 
Haven, where she is assisting in research on cancer. 

A letter, with attached memorandum, dated July 27, 1953, to the 
chairman of the Senate Committee on the Judiciary from the Acting 
Commissioner of Immigration with reference to the case reads as 
follows: 

Juuny 27, 1953. 
Hon. Wint1AM LANGER, 
Chairman, Commitiee on the Judiciary, 
United States Senate, Washington, D. C. 

Dear SENATOR: In response to your request of the Department of Justice for 

a report relative to the bill (S. 1209) for the relief of Dr. Uheng Khoo, there is 
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annexed a memorandum of information from the Immigration and Naturalization 
Service files concerning the beneficiary. 

The bill would grant the alien permanent residence in the United States upon 
payment of the required visa fee. It also would direct that one number be 
deducted from the appropriate immigration quota. 

Dr. Khoo is chargeable to the Chinese quota, the nonpreference portion of 
which is oversubscribed. However, she may be able to qualify for a preference 
under section 203 (a) (1) (A) of the Immigration and Nationality Act by reason 
of her education, training, or experience. 

Sincerely, 
, Acting Commissione) 


MEMORANDUM OF INFORMATION FROM IMMIGRATION AND NATURALIZATION 
Service Fires Re Dr. UnHENG Kuoo, BENEFICIARY OF 8. 1209 


Dr. Uheng Khoo was born in Malaya on March 23, 1921, of Chinese parents 
She arrived in the United States at San Pedro, Calif., on March 3, 1945, and was 
admitted for 1 year as a student. She was subsequently granted extensions of 
her temporary stay as a student, the last of which expired on March 3, 1952. 

Deportation proceedings were instituted on July 22, 1952, on the ground that 
she had remained in the United States for a longer period of time than authorized 
After a hearing, her application for suspension of deportation was denied but she 
was granted the privilege of voluntary departure in lieu of deportation. Her 
appeal from this order was dismissed by the Board of Immigration Appeals on 
January 16, 1953, and she was given until April 15, 1953, to depart from the 
United States. The departure date was subsequently extended to July 6, 1953 

Dr. Khoo lived in Malaya until she was 12 years of age when she went to th 
mainland of China, where she lived for 1 year. She then went to Hong Kong 
where she lived until 1942. In the latter part of 1943, after a few months 
residence on her brother’s farm in Kwang Chowan, China, she went to Chungking 
where she remained until her departure for the United States in 1945. She 
completed grade school in Malaya, high school in Hong Kong, and attended the 
University of Hong Kong until 1941. While in Koloshan, near Chungking, she 
was associated with Dr. Gordon King in war relief work under the auspices of the 
University of Hong Kong. 

Immediately after her arrival in the United States the alien was admitted to 
the College of Agriculture at the University of California. She received the 
degree of bachelor of science in February 1947 and the degree of master of science 
in June 1948. In September 1948, she entered the University of Wisconsin 
where she studied botany and horticulture. She obtained her doctor of philosophy 
degree from that university on February 2, 1952. 

Dr. Khoo, during the academic year 1951-52, was employed at Yale University 
and at Duke University, as a research assistant. She then went to Wellesley 
College, in Massachusetts, where she was an instructor in botany for one semester 

Since February 1953, Dr. Khoo has been employed in the Connecticut Experi- 
ment Station in New Haven, Conn., an an agricultural aid at a salary of $3,600 a 
vear. At the station, she is working with Dr. Jones, who has discovered a strong 
analogy between cancer in plants and cancer in animals. The Rockefeller Founda- 
tion has given Dr. Jones a grant to carry on his work in this connection. Dr 
Khoo has been employed under this grant to assist Dr. Jones. The assistant 
director of the Connecticut Experiment Station stated that Dr. Khoo is an exceed- 
ingly competent person scientifically and that, in his opinion, she could not be 
replaced in 5 years. 

Dr. Khoo is not married. She has about $300 in a bank account and her per- 
sonal effects are valued at approximately $2,000. She has no near relatives i 
the United States and there is no one dependent upon her for support. She has 
three sisters in Malaya. Her parents, and another sister, and a brother reside in 
Hong Kong 


Senator Prescott Bush, the author of the bill, has submitted the 
following information in connection with the case: 
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UNITED STATES SENATE, 
COMMITTEE ON BANKING AND CURRENCY, 
March 9, 1958. 
Hon. ArtTHUR V. WATKINS, 
Chairman, Subcommittee on Immigration and Naturalization, 
Committee on the Judiciary, | 'nited States Senate, 
Washington, D. C. 


DEAR SENATOR WarTkKINs: I enclose letters from Dr. James G. Horsfall, director 
of the Connecticut Agricultural Experiment Station, and Dr. Edmund W. Sinnott, 
dean of the Yale University Graduate School, at whose request I introduced 
S. 1209, a bill for the relief of Dr. Uheng Khoo. 

I have been informed by the Immigration and Naturalization Service that a 
private bill is the only method by which Dr. Khoo’s status can be adjusted. 

As you will note, both Drs. Horsfall and Sinnott speak highly of Miss Khoo’s 
professional qualifications, and it would appear that it would be to the advantage 
of the United States to permit her to remain in this countrv, where her scientific 
work promises to be of value in the field of agricultural research. 

I sincerely hope that your subcommittee will give early and favorable con- 
sideration to this bill. 

Sincerely yours, 
Prescotr Busan, 
T’nited States Senator. 





Tue Connecticut AGRICULTURAL EXPERIMENT STATION, 
New Haven, Conn., March 2, 1958. 
Hon. Prescorr SHELDON Busu, 
I'nited States Senate, Washington, D. C. 


DEAR SENATOR Busn: This letter will serve as a petition to you for the sponsor- 
ship of a private congressional bill for citizenship in behalf of Dr. Uheng Khoo, 
research scientist at the Connecticut Agricultural Experiment Station, 123 
Huntington Street, New Haven, Conn. 

I make this petition for Miss Khoo, who is a British national of Chinese 
parentage as defined in Public Law 414, 82d Congress, as director of this station 
and as a citizen and constituent who believes her to be a person eminently qualified 
for citizenship by virtue of both character and training. 

Miss Khoo was born at Kuala Lumpur, Malaya, in 1921. She lived in Malaya, 
Hong Kong, China, until 1944, when she left to come to the United States for 
study in the field of botany and horticulture. In September 1951, she achieved 
the doctor of philosophy degree in horticulture and botany. From that time 
until August 1952, she was employed as research assistant at Yale University. 
In September 1952, she accepted a temporary teaching assignment at Wellesley 
College, and in January of 1953 came to this station in her present capacity. 

Miss Khoo’s entrance to the United States was made by means of a 4—E student 
visa. Her alien registration number is A—6—-044-492. She holds British pass- 
port No. C—196285 issued at Chungking, China, on May 4, 1944. Her visa, of 
course, expired at the termination of her allowed year of practical training, sub- 
sequent to receipt of her Ph. D. degree. She has now been ordered for deportation 
as of April 15, 1953, after having been refused an appeal for suspension of deporta- 
tion. She cannot apply for immigrant status under Public Law 414, 82d Congress, 
because the Chinese quota, within which she would fall, has been over 
subscribed for the indefinite future. A private bill, therefore, is the only means 
by which she can achieve status allowing her to reside permanently in the 
United States. 

I believe Miss Khoo should be extended this privilege of citizenship for several 
reasons. As you well know, qualified scientists are extremely hard to come by 
in America. Our agricultural research, especially basic agricultural research must 
go forward if we are to feed the rapidly expanding population. Dr. Khoo is well 
qualified to conduct such basic research in crop breeding. In fact, she is employed 
now on funds provided by the Rockefeller Foundation to do just that. 

She is a young lady whose good character goes along with her good qualifications. 

Dr. Edmund Sinnott, dean of the Graduate School at Yale, tells me that he 
knows Dr. Khoo from her work in botany, which is his specialty. He is a member 
of our board of control and he authorizes me to tell you that he joins me in sup- 
porting Dr. Khoo’s application. 

Since the time element is of importance in this case, as early a decision as 
possible from you would be greatly appreciated. 

Very truly yours, 
James G. Horsrauu, Director. 
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YALE University GRADUATE ScHOOL, 
OFFICE OF THE DEAN, 
New Haven, Conn., March 3, 1968.. 
Hon. Prescorr 8. Busu, 
United States Senate, Washington, D. C. 


Dear Senator Busu: I should like to join Dr. James G. Horsfall, the director 
of the Connecticut Agricultural Experiment Stetion, in urging you to take favor. 
able action in connection with Dr. Uheng Khoo, a young Chinese biologist now 
doing scientific research at the experiment station here in New Haven. Dr 
Khoo is threatened with deportation to China in the near future unless some 
special provision can be made to enable her to remain in the United States. 

Miss Khoo was born in Malaya in 1921 and her people are now in Hong Kong. 
Although of Chinese parentage, she is a British citizen as defined in Public Law 
114. She came to the United States by means of 4—-E student visa in 1944 to 
do advanced work in botany and horticulture. In September 1951 she received 
the degree of Ph. D. and from that time until August of the next year she was 
employed as research assistant at Yale University in the department of plant 
science. At the beginning of the academic year 1952-53 she held a temporary 
teaching appointment at Wellesley College during the absence of one of their 
regular staff in botany. In January of this year Dr. Khoo came to the Connect- 
icut Agricultural Experiment Station at New Haven as research assistant in 
plant genetics. Dr. Khoo’s alien registration number is A—6—044—492 and she 
holds British passport No. C-196285 issued at Chungking, China, on May 4, 
1944, Her temporary visa necessarily expired at the termination of the allowed 
vear of practical training which followed the receipt of her doctor’s degree. She 
has appealed for suspension of deportation, but this has been refused and she has 
been ordered for deportation as of April 15, next. She cannot apply for immi- 
grant status under Public Law 414 because the quota for China within which 
she would fall has long since been entirely filled. The only practicable means 
by which she can be enabled to reside permanently in the United States is, 
therefore, a private bill in the Congress to make her a citizen. I understand 
that this has been done not infrequently in exceptional cases of this sort. 

Dr. Horsfall and I urge you to introduce such a bill, if it meets with your 
approval, for Miss Khoo has, we feel, a brilliant scientific future here in the United 
States and there is real need for a person of her training and qualities. Work at 
the experiment station, as you know, is in the field of basic agriculture which 
involves many fundamental scientific investigations; and it seems a pity to lose 
the services of a person like Dr. Khoo who is well qualified to do important re- 
search in plant breeding, particularly since the alternative is to have her deported 
to Hong Kong where not only would her usefulness in research be at an end but 
where life itself would be very difficult indeed. 

My colleagues in the department of plant science here at Yale and everyone 
who knows her speak highly of Dr. Khoo’s character and qualifications. 

I hope very much that you can help make it possible for her to remain in the 
United States and at the experiment station. Director Horsfall will be glad to 
provide you with any further information that you may require. 

With best personal regards, I am 

Yours very truly, 
EpmuND W. SINNorvr. 


The committee, after consideration of all the facts in the case, is 
of the opinion that the bill (S. 1209) should be enacted. 
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to be printed 







Mr. GranaM, from the Committee on the Judiciary, submitted the 
follow ing 








REPORT 


[To accompany 8. 1937] 







The Committee on the Judiciary, to whom was referred the bill 
S. 1937) for the relief of Rev. Francis T. Dwyer and Rev. Thomas 
Morrissey, having considered the same, reports favorably thereon 
without amendment and recommends that the bill do pass. 































PURPOSE OF THE BILL 


The purpose of the bill is to grant the status of permanent residence 
in the United States to Rev. Francis T. Dwyer and Rev. Thomas 
Morrissey. The bill provides for appropriate quota deductions and 
for the payment of the required visa fees. 


GENERAL INFORMATION 
The beneficiaries of the bill are 39- and 37-year-old natives and 
citizens of Australia who last entered the United States as visitors 
on July 19, 1950. They are religious brothers of the Order of the 
Blessed Sacrament and they are attached to the monastery of that 


; order in New York City where they are engaged in religious work. 
: A letter, with attached memorandum, dated July 20, 1953, to the 
; chairman of the Senate Committee on the Judiciary from the Acting 


Commissioner of the Immigration and Naturalization Service with 
reference to the case reads as follows: 
4 Juty 20, 1953, 
4 Hon. WittiamM LANGER, 
Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. C. 
Dear Senator: In response to your request of the Department of Justice for 
a report relative to the bill (S. 1937) for the relief of Rey. Francis T. Dwyer and 
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Rev. Thomas Morrissey, there is annexed a memorandum of information from 
the Immigration and Naturalization Service files concerning the beneficiaries 
The bill would grant the aliens permanent residence in the United States upo 
payment of the required visa fees. It would also direct that two numbers be 
deducted from the appropriate immigration quota. 
The aliens appear to be chargeable to the nonpreference quota for Australia 
which is oversubscribed 


Sincerely, 
Acting Commissione 


MEMORANDUM OF INFORMATION FROM IMMIGRATION AND NATURALIZATIO 
Service Fites Re Rev. Francis T. Dwyer anp Rev. Tuomas Morrissey, 
BENEFICIARIES OF 8S. 1937 


The aliens are natives and citizens of Australia. Francis T. Dwyer was bor 
on January 6, 1915, and Thomas Morrissey was born on May 8, 1916. They 
entered the United States via Honolulu on July 19, 1950, when they were admitted 
as Visitors to remain until January 10,1951. Their temporary stay was extend 
to July 1, 1952 \ further extension was denied, but they were given until 
February 1, 1953, within which to depart from the United States. 

The aliens are religious brothers of the Order of the Blessed Sacrament, a 
Roman Catholic order. They entered the order at St. Francis Monastery 
Melbourne, Australia, Brother Dwyer in May 1946, and Brother Morrissey 
June 1938, and they remained in that monastery until they departed to the 


United States Upon their arrival in this country they entered the Monastery 
of the Blessed Sacrament Fathers in New York City, where Brother Morrissey 
has continued to reside. Brother Dwyer was transferred from that monastery 


by his superiors in September 1951, to Chicago, Ill., where he served as a brother 
in the Church of the Blessed Sacrament Fathers until February 23, 1953, wher 
he was returned to the New York monastery. 

The brothers’ superior, Rev. Roland Huot, a citizen of the United States, 
advised that the brothers share the obligations of the parish with the priests, 
although they do not participate in the active ministry. They aid in answering 
calls to the sick and the dying in the hospitals and in accident cases. They also 
assist with the domestic work of the order, but their principal obligation is to 
engage in religious work As members of the order, the brothers own no personal 
property and receive no salary or other income for their services All of their 
needs and expenses are provided for by the order. Neither of them has any 
relatives in the United States. Brother Dwvyer’s father, four brothers and a 
sister are residing in Australia. 


Senator WiL.1AM Langer, the author of the bill, has submitted the 
following information in connection with the bill: 


BLESSED SACRAMBEHT FATHERS, 
PROVINCE OF St. ANN, 
New York, N. Y.., May 14, 1958 
Senator W.LLtAM LANGER, 
Senate Office Building, Washinaton, D.C. 

Dear Senator Lancer: | wish to acknowledge your kind courtesy for vour 
letter of Mav 5 with the information concerning the action to be taken in the 
Senate on a bill for our two reverend brothers frem Australia. 

We very much appreciate the courtesy extended Miss Brurche, and the help 
vou have given our problem. Needless to say a favorable outcome is of the 
greatest importance to our work. We feel greatly indebted to you for vour kind 
cooperation. 

Assuring vou of the gratitude of the Fathers of the Blessed Sacrament, and 
with all cordial good wishes, I am, 

Yours sincerely, 
(Rev.) Raymonp Rosrrai.ue, S. S. §., 
Provincial Treasurer. 


Mr. Coudert, author of two companion bills, H. R. 690 and BH. R. 
691, also recommended enactment of this measure. 
The committee, after consideration of all the facts in the case, is of 


or 


the opinion that the bill (S. 1937) should be enacted. 
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DORA VIDA LYEW SEIXAS 


Marcu 18, 1954.—Committed to the Committee of the Whole House and ordered 
to be printed. 


Mr. Granam, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany S. 2534] 


The Committee on the Judiciary, to whom was referred the bill 
(S. 2534) for the relief of Dora Vida Lyew Seixas, having considered 
the same, report favorably thereon without amendment and recom- 
mend that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of the bill is to grant to the beneficiary of the bill the 
status of a nonquota immigrant which is the status normally enjoyed 
by the natives of independent countries of the Western Hemisphere. 


GENERAL INFORMATION 


The beneficiary of the bill is a 36-year-old native and citizen of 
Panama. She is the daughter of a Chinese father and a British 
mother. Generally immigrants born in independent countries of the 
Western Hemisphere are entitled to nonquota status. However, 
section 202 (b) of the Immigration and Nationality Act provides that 
immigrants who are attributable by as much as one-half of their 
ancestry to people indigenous to China and other countries of the Asia 
Pacific triangle must be charged to the quota provided for those areas, 
Specifically, a person of at least 50 percent Chinese ancestry who was 
born in South America is chargeable to the Chinese quota, unless 
entitled to nonquota status as the spouse or child of an American 
citizen. The husband of the beneficiary of the bill is a native-born 
citizen of Panama and has been admitted to the United States for 
permanent residence as a nonquota immigrant, together with two of 
their children. The 3 children are 15, 14, and 8 years of age respec- 
tively. The 8-year-old daughter is with the mother in Panama and 
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is entitled to nonquota status. The beneficiary of the bill, during 
World War II, was employed by the Censorship Division of the War 
Department in Cristobal, C. Z., and is now employed in Colon by 
Pan American Airways. The husband, from 1939 to 1949, was 
employed by the United States Air Corps in the Canal Zone where 
he received excellent ratings and was cleared for access to secret and 
confidential information. He came to the United States in September 
of 1949 when he was admitted for permanent residence. The two 
older daughters joined him in 1951 and are presently attending school 
in Washington, D.C. In view of all the facts and circumstances, the 
committee is of the opinion that the continued separation of this 
family with young children is unwise and believes that the bill is 
worthy of approval. 

A letter, with attached memorandum, dated December 28, 1953, 
to the chairman of the Senate Committee on the Judiciary from the 
— of Immigration with reference to the case reads as 
follows: 


DECEMBER 28, 1953 
Hon. Wiii1amM LANGER, 
Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. C. 

DBAR SENATOR: In response to your request of the Department of Justice for a 
report relative to the bill (S. 2534) for the relief of Dora Vida Lyew Seixas, there is 
attached a memorandum of information concerning the beneficiary. This memo- 
randum has been prepared from the Immigration and Naturalization Service files 
relating to the beneficiary by the Washington, D. C., office of this service, which 
has custody of those files. 

The bill is intended to confer nouquota status upon the alien pursuant to sectior 
101 (a) (27) (C) of the Immigration and Nationality Act, notwithstanding the 
provisions of subsection (b) of section 202 of that act. 

As a quota immigrant the alien would be chargeable to the quota for Chinese 
persons. 

Sincerely, 
— -, Commissioner. 


MEMORANDUM OF INFORMATION FROM IMMIGRATION AND NATURALIZATION 
Service Firues rE Dora Vina Lyew Serxas, BENEFICIARY OF S. 2534 


The beneficiary resides in Colon, Panama. Mr. Ivanhoe G. Seixas, Washing- 
ton, D. C., who is the husband of the beneficiary of the bill, has furnished the 
following information: 

Ivanhoe G. Scixas, a native and citizen of Panama, who was born on August 
19, 1914, was admitted to the United States for permanent residence on September 
27, 1949. He and the beneficiary were married in Colon, Panama, on February 
19, 1988. They have 3 children, 2 of whom are permanent residents of the 
United States, having been admitted on August 18,1951. They reside with him 
in Washington, D. C. The third child is living with the beneficiary in Panama. 

His wife, Dora V. L. Seixas, nee Lyew, was born in Colon, Panama, on November 
29, 1918, and is a citizen of Panama. She graduated from high school and is 
presently employed as a cashier with the Pan American Airways in Colon, Panama 
The parents of the beneficiary reside in Panama. Her father was born in Canton, 
China, and is fullblooded Chinese. The mother was a native of the British West 
Indies. 

Aceording to Mr. Seixas, his wife has been registered with the American con- 
sulate in Colon, Panama, since 1950. The petition filed by Mr. Seixas for 
issuance of an immigrant visa in behalf of his wife has been approved by this 
Service. 

Mr. Seixas is employed as a salesman with the Kitt Music Co., Washington, 
D. C. He was previously a civilian employee of the United States Air Force in 
the Canal Zone. 
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Senator William Langer, the author of the bill, has submitted a 
F number of letters and documents in support of the bill, among which 
are the following: 


HEADQUARTERS, UNITED States ARMy AIR BASE 
OFFICE OF THE BASE INTELLIGENCE OFFICER 


APO 831, In Care or POSTMASTER, 
New Orleans, La., June 30, 1945. 


MEMORANDUM FOR CIVILIAN PERSONNEL OFFICER 


This is to certify that Ivanhoe G. Seixas was investigated and cleared by A2, 
for access to secret and confidential material on June 26, 1945. 
Ray D. PerriBon, 
First Lieutenant, Air Corps, 
Base Intelligence Officer. 


Base DENTAL CLINIC, 
France Field, C. Z., June 30, 1946. 
To Whom It May Concern: 
Mr. Ivanhoe Seixas has worked at base dental clinic, this base, since October 
16, 1945, during which time he has served in the capacity of elerk-typist, CAF-—2c, 
I have found him to be capable, efficient, and trustworthy. I have also noted 
that his character is excellent. 
: The undersigned wishes to recommend Mr. Seixas highly to any future employer, 
RussELL PANTEL, 
Captain, Dental Corps, Base Dental Officer. 





OrriceE oF THE Air INSTALLATION OFFICER, 
France Air Force Base, C. Z., September 16, 1949 
To Whom It May Concern: 

Mr. Ivanhoe G, Seixas has been emploved by the Air Installation Office, France 
\ir Foree Base, C. Z., under my supervision, since July 1946 as clerk-typist, cost, 
accounting section. 

Mr. Seixas has proven himseli an efficient and capable emplovee in cost ac- 
counting procedures, as well as personnel work involving time and attendance 
reports, personnel action, and filing. 

In the performance of his duties, Mr. Seixas operates a comptometer and has 
been assigned various typing work which he has accomplished in a very nea’ 
accurate, and speedy manner. 

It is my pleasure to recommend Mr. Seixas to anyone who can use an employee 
with his qualifications. 


’ 


A. I. Sperzer, 
Administrative Assistant, Air Installation Office. 


THE ForerGn SERVICE OF THE UNITED States or AMERICA, 
Panama, Republic of Panama, December 14, 1951. 
Hon. Wiriurs Smrrn, 
United States Senate, Washington, D. C. 


My Dear Senator Situ: Your letter of October 25, 1951, addressed to the 
American consulate at Colon, Panama, has been today referred to this Embassy 
for its attention and reply since the officer in charge at that post is presently away 
on leave in the United States. 

You wish to be informed concerning the present status of the immigration visa 
application of Mrs. Eldora Vida Lyew de Seixas, whose husband and two children 
are now residing in the United States. 

_ In accordance with the records maintained by the American consulate at Colon, 
it appears that Mrs. Seixas is registered on the waiting list of intending immigrants 
at that office under quota for China. Although Mrs. Seixas was born in Panama, 
she is chargeable to the quota for China due to the fact that she is an alien having 
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50 percent or more of Chinese blood Furthermore, the records at Colon indicate 
that Mrs. Seixas was issued an immigration visa by that office during the month 
of August 1949. At that time it was explained to Mr. and Mrs. Seixas that owing 
to the oversubscribed condition of the quota for China no assurance could be 
given then that Mrs. Seixas would be able to join her husband within a reasonable 
period of time. They were in conformity with this prospective separation. 

Pursuant to the provisions of title 22 CFR 42.135 (a), Mrs. Seixas does not 
qualify as a bona fide nonimmigrant In consequence of which, this office may 
not properly issue to her a visitor’s visa at this time for the purpose of visiting her 
husband and children. 

You may be assured that sympathetic consideration has been accorded the 
application of Mrs. Seixas, and it is with sincere regret that a visa may not now be 
issued to her. 

Very truly yours, 
C. M. Gerrity, American Consul 


AMERICAN RED Cross, 
District oF COLUMBIA CHAPTER, 
Washington, D. C., May 14, 1952. 
Mr. Sonny SErxas, 
Care of Kitt’s Music Store, Washington, D. C. 

Dear Mr. Serxas: The entertainment and instruction service, District of 
Columbia Chapter of the American Red Cross, wishes to express its appreciation 
to you for your assistance in providing entertainment and recreation for the 
hospitalized servicemen in the Washington area. 

There can be no adequate compensation for your generous donation of time 
and effort, except in the realization of the pleasure given, but we wish to recog. 
nize your services by the enclosed membership card. It is a token of our sincere 
gratitude and conveys the thanks of the American Red Cross, the staff and 
patients of the hospitals. 

We look forward to continued pleasant contacts. 

Most sincerely, 
Mrs. Curt ScHIFFELER, 
Chairman, Entertainment and Instruction Service. 


The committee, after consideration of all the facts in the case, is 
of the opinion that the bill (S. 2534) should be enacted. 


C 
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PROVIDING FOR RESTORATION AND MAINTENANCE OF THE 
U. 8. S. “CONSTITUTION” AND AUTHORIZING DISPOSITION OF 
U. 8. 8S. “CONSTELLATION,” U.S. 8. “HARTFORD,” U.S. 8. “OLYM- 
PIA,” AND U. 8. 8S. “OREGON” 


Marcu 18, 1954.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 


Mr. Devereux, from the Committee on Armed Services, submitted 
the following 


REPORT 


[To accompany H. R. 8247] 


The Committee on Armed Services, to whom was referred the bill 
H. R. 8247) to provide for the restoration and maintenance of the 
U.S. S. Constitution and to authorize the disposition of the U. 5. 5S. 
Constellation, U.S. 8S. Hartford, U.S. S. Olympia, and U.S. S. Oregon, 
and for other purposes, having considered the same, report favorably 
thereon without amendment and recommend that the bill do pass. 


PURPOSE OF THE BILL 


The bill provides for the restoration and maintenance of the U.S. 5S. 
Constitution and authorizes the Navy Department to dispose of 
U.S. 8. Constellation, U. S.S. Hartford, U.S. S. Olympia, and U.S.S. 
Oregon. 

The U. S. S. Constitution is presently berthed in the Boston Navy 
Yard. This ship was 1 of the 2 vessels built under the first act of 
Congress which authorized construction of naval vessels in 1794. 
She served valiantly in the naval war with the French in 1798 and in 
the action against the Barbary States. Old Ironsides received her 
nickname during the War of 1812 while under the command of Capt. 
Isaac Hull. In 1830, the ship was condemned for destruction, but a 
poem by Oliver Wendell Holmes, entitled “Old Ironsides,”’ aroused 
such public feeling that money was appropriated by Congress in 
1833, to repair the vessel. She was also repaired in 1871 and 1925. 

In view of her extensive and renowned career, it is not surprising 
that the American people have been anxious to preserve this memor- 
able ship. Moreover, she is in good condition and has already been 

42006 
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about 90 percent restored with funds appropriated by Congress and 
the generous donations of the patriotic citizens of this country. As 
many as 12,567 persons have visited this ship in a single week at the 
Boston Navy Yard where the vessel is presently open for public 
inspection. 

The U.S. S. Constellation was the other vessel built under the first 
act of Congress. A frigate displacing 1,278 tons, the Constellation 
was launched on September 7, 1797, at Baltimore, Md. She is the 
ship that won the first victory ever won by a vessel of the Navy of 
the United States, the defeat and capture of the French frigate 
L’ Insurgente on February 9, 1799. The Constellation is not now sea- 
worthy and her structural strength is such that she is in danger of 
being destroyed by the elements. She is berthed at the Boston Naval 
Shipyard, shorn of her masts and rigging, sagging at the bow and 
stern, and rotting in all exposed surfaces. The structural members 
holding the hull together are not strong enough to prevent extensive 
opening up, le akage, and even collapse if the hull structure is sub- 
jected to any working i in a seaway. 

The U. S. S. Hartford, a 2,900-ton vessel, was a fine steam sloop 
of war authorized by the act of Congress of March 3, 1857, and built 
by the Government in the Navy Yard at Boston, Mass. Her record 

Admiral Farragut’s flagship, victorious in battle against ironclad 
vessels and coastal fortific ations, is a memorable one. During the 
Civil War she received the surrender of New Orleans and engaged in 
the bombardment of Vicksburg and of the fort at Mobile Bay. The 
ship is now at the Norfolk Naval Shipyard and its present condition 
is very poor. The ship requires an inspection at frequent intervals 
to detect any excessive leaking. She is a fire hazard, and is becoming 
a sanitation and health hazard. The ship’s masts and rigging have 
been removed and her hull has been housed over so that it bears only 
a slight resemblance to the original Hartford. 

The U. S. S. Olympia was built at San Francisco, Calif., and 
launched in 1892. She served as the flagship for Admiral Dewey’s 
Asiatic Squadron in 1898 and led the attack on the ships of the Spanish 
Fleet in the battle of Manila Bay. After the First World War, the 
Olympia brought the Unknown Soldier home for burial in Arlington 
Cemetery. ‘The vessel is presently at the Philadelphia Naval Ship- 
yard but is so unsafe that the public is barred from visiting. 

The battleship Oregon, which was the third ship to bear the name 
of that State, was also built at San Francisco, Calif. She was placed 
in commission in 1896 and thereafter served in the Pacific and with 
the North Atlantic Squadron in operations against the Spanish in 
Santiago Harbor. Later she cooperated with the Army during the 
Philippine Insurrection. Marines from the Oregon joined the relief 
force sent to Peking during the Boxer Rebellion in 1900. Her last 
duty was as the reviewing ship for President Woodrow Wilson during 
the arrival of the Pacific Fleet at Seattle after the First World War. 
She is presently located at Guam, completely stripped of her super- 
structure. 

The Navy Department originally requested the enactment of legis- 
lation (H. R. 2316) which would have authorized the restoration and 
maintenance of the U.S. S. Constitution and the scrapping of the other 
four ships. During committee hearings on that bill, considerable 
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public interest was shown in preserving the Constellation and the 
Hartford. The citizens of Baltimore have organized a Constellation 
Commission, made up of patriotic-minded citizens and supported 
by many national and local patriotic and historical associations in an 
effort to save the Constellation. Likewise, the citizens of Mobile, 
Ala., are organizing to save the U.S.S. Hartford. Both of these cities 
wish to have these two ships preserved and permanently berthed at 
Baltimore and Mobile. The representatives of these cities have as- 
sured the committee that if the ships are given minimum repairs and 
moved to Baltimore and Mobile they will ‘be completely restored and 
thereafter preserved and maintained, as historical shrines, at no 
further expense to the Government. 

The following table shows the Navy estimates for restoration and 
maintenance costs of all of the ships: 








Cost 
Name of ship tits? peer Srt 

_— Mainte- 

Restoration narice 
ee —_—— — = —_ Dei —_— -—-— —— — oo 
8. 8. Constitution... eco es in dbibint ~iplitiipialittes initpnee kant $890, 000 $46, 000 
GU, 8. Se Cemeeteeny 0-563) -ca snus bbce Ochoa iis amped beodutied ~— 3, 500, 000 46, 000 
U.S. 8. Hartfora....-.. aca stiiachicetanier aa soatiincinehas maaan ieee 2; 000; 000 63, 000 
Oi BBS epee ras iad LL ak biti s... Sahiba 4, 000, 000 51, 000 
RR ae a ee ee ated 27, 000, 000 51, 000 


The maintenance costs are broken down, for example in the case of 
the Constellation, as follows: 


1. Supplies and equipage (housekeeping items)—canvas, paint, rope, other 


consumable supplies-- - - : gid. di le ald ele 5.<..~a 62/000 

2. Major material items, such as planking eR siethae, Dalia ais icnatRelains, te Jad pee 
3. Labor cost on repair and RN ee Sy 
1, Cost chargeable to shipyard overhead - - -_-_- ac kune eae. ..... 15, 500 
Pema. Sik GU TU est eed oe Seilh es capeeest ._.. 46, 000 


The committee was impressed with preserving as many of these ships 
as is possible without any exorbitant cost to the Government. It is 
believed that if the ships are preserved as national patriotic shrines 
they will serve as inspirations to all American citizens. The ships are 
part of the American heritage and, if possible, should be preserved. 

The committee, therefore, took no action on H. R. 2316, which 
would have provided authority to scrap four of the ships, but favorably 
reported H. R. 8247. 

Section 1 of the bill provides for the restoration and maintenance 
of the U. S. S. Constitution. 

Section 2 authorizes the Navy Department to make minimum 
repairs to the Constellation so as to enable that vessel to be safely 
transported by towing or otherwise from its present berth to the har- 
bor of Baltimore, Md. This section authorizes the transfer by gift 
of the Constellation to the State of Maryland, the city of Baltimore, 
or to a nonprofit organization for restoration as a public memorial 
at Baltimore, Md. 

Section 3 authorizes the Navy Department to make minimum re- 
pairs to the Hartford, to transport her to Mobile, Ala., and to transfer 
her by gift to the State of Alabama, the city of Mobile, or to a non- 


profitmaking organization for restoration as a public memorial at 
Mobile, Ala. 
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Section 4 of the bill provides that applications for transfer of these 
ships must be received within 6 months of the enactment of the act 
and that each transferee must take delivery of the vessel within | 
year of enactment. If there is a failure to take delivery within | 
year, the transferee loses all rights and interests in the vessel and the 
Secretary of the Navy is authorized to dispose of the ship. Each 
transferee must agree to maintain the vessel in a condition satisfactory 
to the Department of the Navy and, after transfer, the Navy Depart- 
ment shall make no further expenditures for maintenance of the vessel 
transferred. 

Section 5 of the bill directs the Navy Department to retain title 
and custody of, and to maintain, the United States ships Olympia and 
Oregon for a period of 6 months, during which period any of the States, 
Territories, or possessions of the United States and political subdivi- 
sions, or nonprofitmaking associations may apply for donation of 
either or both of the vessels for restoration as a public memorial. 
This section authorizes the Secretary of the Navy to transfer such 
vessels if he is satisfied that the transferee will maintain the vessel in 
a condition satisfactory to the Navy Department and at no expense 
to the United States 

Section 6 provides that if there are no requests for donation of the 
U.S. S. Olympia and the U.S. S. Oregon within the 6-month period 
the Secretary of the Navy is authorized to dispose of the vessels by 
sale or by scrapping and that any parts of historical interest may be 
removed from these ships prior to sale or scrapping and loaned or 
donated to non-profit-making historical or educational institutions or 
sold as relics, souvenirs, or memorials. 

Section 7 repeals the act of March 13, 1948 (62 Stat. 79), which 
authorized the repair and restoration of the U. S. S. Constellation 
but only after the Navy Department had received by donation a sum 
not less than 75 percent of the estimated cost of the restoration. 
Since the passage of that act, less than $150 has been donated for 
the purpose intended and consequently it is necessary to repeal this 
provision of law in order to accomplish the purpose of the bill. 

Insofar as the preservation of the U. S. S. Olympia and U.S. S. 
Oregon is concerned, the committee is of the opinion that the Navy 
Department should give publicity to the provisions of the bill which 
would authorize their transfer to any State, municipality, or non- 
profit-making organization who wishes to accept the ships for preser- 
vation as historical memorials. The committee also believed that 
the Governors of the States of Pennsylvania, California, Washing- 
ton, and Oregon should be contacted and invited to accept the ships, 
under the provisions of the bill, if there is sufficient public interest in 
any of these ships to warrant the transfer of the ships. 


COST AND BUDGET DATA 


The Navy Department estimates that it will cost $890,000 to com- 
pletely restore the U. S. S. Constiiution and thereafter maintenance 
costs would total about $46,000 a year. Consequently, it will be 
necessary that those sums be appropriated if this ship is to be com- 
pletely restored and maintained. 

The cost of making partial repairs and towing the Constellation to 
Baltimore will be about $30,000. Similar charges in the case of 
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moving the Hartford to Mobile will be about $71,000. However, 
appropriations in these amounts will not be necessary inasmuch as 
the Navy Department can make the repairs and move the ships using 
appropriations presently available for the maintenance and repair of 
ships. 

In addition, it is estimated that the cost of scrapping these two 
ships would have been approximately $140,000. Therefore, there is 
a saving to the Government by partially repairing them and donating 
them to the cities of Baltimore and Mobile. 


DEPARTMENTAL RECOMMENDATIONS 


The Department of Defense favors enactment of H. R. 8247 as is 
indicated by the following letter: 


DEPARTMENT OF THE Navy, 
OFFICE OF THE JuDGE ApvocaTE GENERAL, 
Washington 25, D. C., March 16, 1954. 
Hon. Dewry SxHort, 
Chairman, Committee on Armed Services, 
House of Representatives, Washington 25, D. C. 

My Dear Mr. CuarrMANn: Your request for comment on the bill H. R. 8247, 
to provide for the restoration and maintenance of the U. S. 8. Constitution and to 
authorize the disposition of the U. 8. S. Constellation, U. 8. 8. Hartford, U. 8. §. 
Olympia, and U. 8. 8. Oregon, and for other purposes, has been assigned to this 
Department by the Secretary of Defense for the preparation of a report thereon 
expressing the views of the Department of Defense. 

The purpose of this measure is stated in the title. Provision is made for the 
restoration of the Constitution by the Secretary of the Navy and for the transfer 
of the other ships for preservation as public memorials to donees who may qualify 
under the provisions of the legislation. In the event donees fail to qualify, the 
Secretary of the Navy would be authorized to dispose of the four ships by sale or 
scrapping. Provision is made for the donation of parts of the ships of historical 
interest to historical institutions or schools and for the sale of parts of the ships as 
souvenirs. 

The Secretary of Defense forwarded to you on January 9, 1953, a legislative 
proposal with a title identical with that of H. R. 8247. That Department of 
Defense sponsored proposal, introduced as H. R. 2316, differed from H. R. 8247 
principally in that the former bill made no provision for the alternative of donation 
of the four vessels as public memorials. 

It is anticipated that the cost to the Department of the Navy for preparing 
for towing and for towing the Constellation to Baltimore will be about $30,000. 
Similar charges in the case of moving the Hartford to Mobile will be about $71,000, 
Congressicnal policy, as expressed in the act of August 7, 1946 (60 Stat. 897), has 
been that. no expense shall result to the United States as a consequence of transfers 
of the nature provided for by H. R. 8247. If, however, the Congress, by enact- 
ment of this measure, provides that the Navy shall bear the expenses of preparation 
for towing and towing of these particular ships, the Navy, as always, will abide 
by the policy of the Congress in this respect. 

Subject to the foregoing, the Department of the Navy, on behalf of the Depart- 
ment of Defense, favors enactment of H. R. 8247. 

This report has been coordinated within the Department of Defense in accord- 
ance with procedures prescribed by the Secretary of Defense. 

There has been insufficient time to obtain advice from the Bureau of the 
Budget as to the relationship of this report to the program of the President. 

Sincerely yours, 
Ira H. Nunn, 
Rear Admiral, United States Navy, 
Judge Advocate General of the Navy 
(For the Secretary of the Navy 
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CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, there is herewith printed in parallel columns the 
text of provisions of existing law which would be repealed or amended 
by the various provisions of the bill: 


ExistiInc Law 
(62 Stat. 79) 


That the Secretary of the Navy is 
hereby authorized to repair, equip, and 
restore the frigate Constellation, as far 
as may be practicable, to her original 
condition, but not for active service, 
and to accept and use any donations or 
contributions which may be offered for 
the aforesaid purpose. Except so far 
as is necessary to incur expense to carry 
out the provisions of section 2 of this 
Act, no action shall be taken to repair, 
equip, or restore such frigate until the 
Department of the Navy shall have 
received by donation or contribution, 
or by sales made pursuant to section 2 
of this Act, a sum not less than 75 per 
centum of the estimated cost of said 
restoration as certified by the Secretary 
of the Navy. The Secretary’s certifi- 
cation will include the cost of all repairs 
and equipment, and will exclude the 
pay and allowances of naval officers and 
enlisted men engaged in the restoration. 

Sec, 2. The Secretary of the Navy is 
hereby further authorized to give or to 
sell, under such regulations as he may 
prescribe, such parts or pieces, including 
rigging, of the frigate Constellation, as 
are suitable for use as relics, souvenirs, 
or mementos, and which cannot profit- 
ably or advantageously be used in 
restoring this vessel to original condi- 
tion, to clubs, associations, or indi- 
viduals making donations or contribu- 
tions for the restoration of the frigate 
Constellation. The cost of converting 
the aforesaid material into relics, souve- 
nirs, or mementos shall be charged 
against, and the proceeds of such sales 
shall be added to, the fund created by 
authority of this Act. 


THe Binu 


Sec. 8. The Act of March 13, 1948 
(62 Stat. 79), is hereby repealed. 
Amounts received by the Department 
of the Navy as donations or contribu- 
tions under that Act shall be returned 
to the donors except that in any cases 
where donations or contributions cannot 
be returned such amounts will be de- 
posited and covered into the Treasury 
as miscellaneous receipts. 


O 
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PROVIDING FOR THE ERECTION OF APPROPRIATE MARKERS IN 
NATIONAL CEMETERIES TO HONOR THE MEMORY OF MEMBERS 
OF THE ARMED FORCES MISSING IN ACTION 


Marcu 18, 1954.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 


Mr. Miuuer of Nebraska, from the Committee on Interior and Insular 
Affairs, submitted the following 


REPORT 


[To accompany H. R. 4690] 


The Committee on Interior and Insular Affairs, to whom was 
referred the bill (H. R. 4690) to provide for the erection of appropriate 
markers in national cemeteries to honor the memory of members of 
the Armed Forces missing in action, having considered the same, 
report favorably thereon without amendment and recommend that 
the bill do pass. 

EXPLANATION OF THE BILL 


H. R. 4690 provides that the Secretary of the Interior and the 
Secretary of the Army shall set aside, when available, suitable plots 
in the national cemeteries under their jurisdiction, to honor the 
memory of members of the Armed Forces missing in action. It also 
would authorize the erection of appropriate markers upon the plots 
that may be set aside within the national cemeteries in honor of any 
such member or group of members. 

The bill carries no request for appropriation of Federal funds. 

It is a policy of long standing for the Federal Government to con- 
tribute toward funeral expenses and provide headstones or markers 
to identify the actual burial places of deceased members and former 
members of the Armed Forces. The Committee on Interior and 
Insular Affairs feels that recognition also should be given to those 
members of the Armed Forces whose bodies are not recovered. This 
bill would provide the authority for such tribute. 

At hearings held on H. R. 4690, representatives of the American 
Legion appeared to urge its enactment. 

The reports of the Department of the Interior and the Department 
of the Army are set out below in full. 
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DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington 25, D. C., June 5, 1953 
Hon. A. L. MILuer, 
Chairman, Committce on Interior and Insular Affairs, 
House of Representatives, Washington 25, D. C. 

My Dear Mr. Miuier: We have received your request for a report on H. R, 
4690, to provide for the erection of appropriate markers in nationel. cemeteries 
to honor the memory of members of the Armed Forces ‘missing in action. This 
bill provides that the Secretary of the Interior and the Secretary of the Army shall 
set aside, when available, suitable plots in the national cemeteries under their 
jurisdiction to honor the memory of members of the Armed Forces missing in 
action. The bill also would authorize the erection of appropriate markers upon 
the plots that may be set aside within the nationel cemeteries in honor of any 
such member or group of members. 

As the netional cemeteries which this Department administers in conjunction 
with the Netional Park System are small in number and are limited to historic 
cemeteries such as Gettysburg and Vicksburg, this Department is not 2s much 
concerned with this proposed legislation as the Department of the Army. That 
Department is responsible administratively for the major portion of the national 
cemeteries. 

This proposal is one that seems to express appropriately the interest of th 
Nation in, and its regard for, those members of the Armed Forces who have bes 
reported 2s missing in action. We believe that 9 commemorative procedure such 
as could be established pursuant to this bill might provide a proper method of 
honoring such Armed Forces personnel. 

While we have no objection to this bill, it is of major application to the functions 
of the Department of the Army. In the circumstances, we believe the primary 
recommendstion should come from that Department. The Bureau of the Budget 
has edvised that it has no objection to the submission of this report. 

Sincerely yours, 
OrME LEwits, 
Assistant Secretary of the Interio 


DEPARTMENT OF THE ARMY, 
October 18, 1958. 
Hon. A. L. MiLuer, 
Chairman, Committee on Interior and Insular Affairs, 
House of Representatives. 

Dear Mr. CuarrMan: The Secretary of Defense has delegated to the Depart- 
ment of the Army the responsibility for expressing the views of the Department 
of Defense on H. R. 4690, 83d Congress, 2. bill to provide for the erection of 2.ppro- 
priete markers in national cemeteries to honor the memory of members of the 
Armed Forces missing in action. 

The Depzrtment of the Army hes considered the above-mentioned bill, the 
purpose of which is to provide that the Secretary of the Interior end the Secretary 
of the Army shall set aside, when available, suitable plots in the national ceme- 
teries under their jurisdiction to honor the memory of members of the Armed 
Forces missing in action, end shell, under reguletions to be jointly prescribed by 
them, permit the erection of appropriate markers thereon in honor of any suc! 
member or group of members. 

Since the origin of the netione| cemetery system in 1862, by statute end b) 
tradition the purpose of nz.tional cemeteries has been to provide interment space 
for the buriel of the remsins of deceesed members and former members of the 
Armed Forces of the United States snd certsin other persons whose eligibility for 
interment therein hes been este.blished by lew. This Department has followed 
the policy of developing lands e.cquired for netions.1 cemeteries to the fullest extent 
possible to provide interment space to meet burial requirements in compliancé 
with the intent of Congress in their enectment of legislation euthorizing the 
establishment of nztional cemeteries end the establishment of eligibility for thos 
persons whose remains may be interred therein. In order to provide the maxi 
mum amount of greve spece, only those buildings and facilities which ere essential 
for edministerins the cemeteries have been constructed in the ne.tioneal cemeteries 

It is not considered feasible or in the interest of economy to set aside special! 
plots in national cemeteries for the erection of memorial merkers. The larg: 
scale mobilizations of the military forces in World Wer I, World War If, and dur- 
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ing the present military operations in Korea, and the resulting increase in the 
number of persons eligible for interment in national cemeteries, have caused a 
substantial reduction in the amount of grave sites available for use and have 
created an enormous potential of grave site requirements. It is the opinion of 
the Department of the Army that all grave space would be better utilized for in- 
terment of remains rather than expended for memorialization purposes. A re- 
cent analysis based upon experience data indicates that, at the current rute of 
interments, all grave sites now available will ,be occupied or reserved sometime 
within the period 1970 to 1975. 

Following World War I and World War II, precedents were established for 
memorializing those members of the Armed Forces of the United Stetes who died 
while serving in such forces outside the continental limits of the United States 
and whose remains were not recovered or identified, or were buried at see, by the 
inscription of the names and pertinent data of those memoriglized on the walls 
of chapels or other appropriate memorials erected or to be erected in various over- 
seas areas. Authority for memorislizetion of such deceased persons is contained 
in the act of March 4, 1923, as amended (36 U.S. C. 121 et seq.), and the act of 
July 1, 1948 (24 U. 8. C. 279 a—c), for World War I and World War II, respec- 
tively. The Department of the Army-considers that memorislize.tion provided 
by the aforementioned acts affords appropriate recognition and does not com- 
promise the long-established custom of using headstones or mezrkers to identify 
the actual burial places of deceesed members and former members of the Armed 
Forces. It is considered that memorialization requirements which mey be occe- 
sioned by the present or future military operations cen best to met in a manner 
similar to that provided for World War I and World Wer II. 

Although the bill, in specifying those whose memory would be honored, refers 
to “members of the Armed Forces missing in action” it is presumed that the 
bill is intended to apply to deceased members of the Armed Forces who died while 
serving in such forces and whose remains have not been recovered or identified. 
It should be noted that a person who has been reported as “‘missing in action’’ 
may or may not be deceased at the time a report of “missing in action’”’ is rendered; 
a determination of a status of nonrecoverability is made only subsequent to exten- 
sive consideration of facts pertaining to the whereabouts of a person and con- 
clusive evidence of death and nonrecoverability of remains. 

There would be no immediate fiscal effects of the proposed legislation as it is 
presently written. However, the setting aside of plots in national cemeteries for 
the erection of memorial markers would decrease the amount of space available 
for interment purposes and would result in advanced requirements for expanding 
national cemeteries to meet future needs for additional interment space. In 
determining the aforementioned fiscal effects of the bill, it has been assumed that 
it is the intent of the legislation that the furnishing and erection of the memorial 
markers will be at other than Government expense. 

This report has been coordinated within the Department of Defense in accord- 
ance with procedures prescribed by the Secretary of Defense. 

The Bureau of the Budget advises that while there is no objection to the sub- 
mission of this report to the committee, for the reasons given in this report the 
Bureau of the Budget recommends against the enactment of H. R. 4690. 

Sincerely yours, 
Rosert T. STEVENS, 
Secretary of the-Army. 


Enactment of H. R. 4690 is unanimously recommended by the 
Committee on Interior and Insular Affairs. 


O 
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PROVIDING FOR SUNDRY ADMINISTRATIVE MATTERS 
AFFECTING THE FEDERAL GOVERNMENT 


Marcu 18, 1954.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 


Mr. Devrerevx, from the Committee on Armed Services, submitted 
the following 


REPORT 


[To accompany H. R. 2225] 


The Committee on Armed Services, to whom was referred the bill 
(H. R. 2225) to provide for sundry administrative matters affectin 
the Department of Defense, and for other purposes, having considere 
the same, report favorably thereon with an amendment and recom- 
mend that the bill do pass. 

The amendment is as follows: 

Strike all after the enacting clause and insert the following: 


That in all cases where relief has been granted or may hereafter be granted to 
disbursing officers or agents of the Army, Navy, Air Force, and State Department 
operating under accounts of advances, under the authority of any Act of Congress 
containing no provisions for the removal of charges outstanding in the aecounts 
of advances of such Departments, and in all cases where charges have been out- 
standing in the accounts of advances of the aforesaid Departments for two full 
fiscal years and have been certified by the head of the Department concerned to 
the Comptroller General as uncollectible, such charges shall be removed by 
crediting the appropriate account of advances and debiting any appropriation 
made available therefor to the Department concerned: Provided, That nothing 
contained in this section shall in any way affect the financial liability of any 
disbursing officer, agent, or surety of the United States. 

Sec. 2. Section 5 of the Act of August 7, 1946 (60 Stat. 897, 898), is hereby 
amended by deleting the period after the word “‘loaned”’ and substituting a colon 
in place thereof, and by adding the following proviso thereto: “Provided, however, 
That claims for the return or replacement of binoculars under this section shall 
be filed with the Secretary of the Navy on or before December 31, 1954, and the 
United States shall be under no obligation to return, replace, or pay for binoculars 
under this section, for which no claim is so filed. After decision on claims sub- 
mitted pursuant to this section, the Secretary of the Navy is authorized to 
dispose of any such binoculars held by the Navy in accordance with existing 
law.” 

Sec. 3. The Secretary of the Navy is authorized to sell to merchant ships 
under such regulations as he may prescribe, and at such prices as he may deem 
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reasonable, such fuel and other supplies as may be required to meet the necessities 
of such ships and as may not otherwise be locally procurable: Provided, That such 
ships, without such fuel or other emergency supplies to be furnished under this 
authority, are not able to proceed to the nearest port where such fuel and other 
supplies can be locally procured without endangering the health and comfort of 
the personnel, the safety of the ship, or the safe condition of the property thereor 


Provided further, That the funds received from such sales shall, if not otherwise 
provided by law, be credited to the current appropriations concerned, and the 
amounts so credited shall be available for expenditures for the same purposes as 
the appropriations credited. 

Sec, 4. Under such regulations as the President may prescribe, appropriations 
chargeable for the transportation of baggage and household goods and effects of 
military personnel and civilian employees of departments or agencies of the 
Federal Government shall be available for the payment or reimbursement of 
general average contributions required in connection therewith: Provided, That 
no appropriation shall be available for the payment or reimbursement of general 
average contributions required in connection with and applicable to quantities of 
baggage and household goods and effects in excess of quantities authorized to be 
transported by law or regulation pursuant to law; nor shall any appropriation be 
80 available in any case where the military person or civilian employee concerned 
(a) is allowed under any law or regulation pursuant to law a commutation in lieu 
of the actual transportation expenses or (b) has himself selected the means of 
shipment. 


Amend the title to read as follows: 


A bill to provide for sundry administrative matters affecting the Federal 
Government, particularly the Army, Navy, Air Force, and State Department, and 
for other purposes. 


PURPOSE OF THE BILL 


The purpose of the bill is to provide for sundry administrative 
matters affecting the military departments and some other govern- 
mental departments. 

The first section of the bill provides for the removal of charges out- 
standing in the accounts of advances to governmental departments. 
Under existing law and practice, funds advanced to disbursing officers 
of the departments of the Government are charged to a general account 
of advances by the Treasury Department. The Comptroller General 
has held that where funds advanced to a disbursing officer are stolen 
or otherwise lost, legislative authority is needed to clear the charge by 
crediting the account of advances and charging the appropriation to 
which the major portion of the disbursing officer’s disbursements were 
charged. The military departments and State Department are the 
only Government departments who have disbursing officers operating 
under accounts of advance and are, therefore, the only departments 
affected by this section of the bill. 

The bill would, therefore, allow the military departments and the 
State Department to write off each two fiscal years those advances to 
disbursing officers which have been lost or cannot otherwise be col- 
lected. This is strictly an accounting procedure. It in no way 
relieves disbursing officers, or their bonding companies, from liability 
for advances made to them but will merely allow these departments of 
the Government, making such advances, to write off noncollectible 
items and thus be able to balance the department books. Prior to 
this legislation, this has been done, from time to time, in appropria- 
tions bills but it is believed that a standard procedure, such as out- 
lined in section 1 of the bill, should be established. The Comptroller 
General has reported approval of this method. 

Section 2 of the bill will relieve the Department of Navy of its 
obligation to replace binoculars which were loaned to the Navy during 
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World War II. The bill establishes a terminal date, December 31, 
1954, after which the United States would have no obligation to 
return, replace, or pay for binoculars for which a claim is made. The 
Department of the Navy has made every effort to contact those people 
who loaned binoculars to the Navy Department during the last war. 
Now, approximately 8 years after the war, there are approximately 
95 sets of binoculars which cannot be returned to the owners thereof 
because they cannot be located. At the present time there is a con- 
tinuing administrative burden to keep the binoculars on hand and to 
continue to attempt to locate the owners thereof, and the Navy 
Department is of the opinion that some terminal date should be estab- 
lished, after which there would be no obligation on the part of the 
Department to return such instruments. The committee recom- 
mends the date set forth in the bill. 

Section 3 of the bill provides authority for the Navy to sell fuel 
and other supplies to merchant ships in ports where such fuel and 
supplies cannot be procured from private sources. The bill provides 
that only such emergency supplies and fuel can be sold so as to allow 
the vessels in distress to proceed to the next port where fuel and 
other supplies can be locally procured. 

There are several ports where military installations exist, but no 
private facilities are maintained to supply merchant vessels. There 
is no authority in present law for the Navy to sell fuel or supplies to 
vessels in distress and this section of the bill will supply this authority. 

Section 4 of the bill, under such regulations as the President may 
prescribe, makes appropriations chargeable for payment of reim- 
bursement of general average contributions in connection with the 
transporting of baggage and household goods of military or civilian 
personnel of the Government. Under existing laws and regulations, 
household effects of personnel of the Army, Navy, and Air Force are 
transported by public expenditure under change-of-station orders 
either by commercial or Government means. The means by which 
shipment is made is determined by the military departments and not 
by the individual. If the shipments are made in Government vessels 
and losses are incurred, the Secretaries of the military departments 
are authorized to settle claims of losses, destruction, capture, or 
abandonment of personal property which may have been lost at sea. 

On the other hand, if household effects are lost when shipped by 
commercial vessels and an expenditure of a general average nature is 
incurred, the individual must stand the loss, notwithstanding the fact 
that he had no choice in which method of transportation would be 
used. The Comptroller General has disallowed Government expendi- 
ture of general average costs as transportation expenses when the costs 
of general average were incurred when shipping in a commercial 
vessel. The courts have ruled, by way of dictum, that the Govern- 
ment should be liable for this cost, but the Comptroller General has 
ruled that, in the absence of statutory authority, such payments 
cannot be made. 

The language in section 4 of the committee amendment, which 
follows recommendations of the Comptroller General, would authorize 
reimbursement for payment of general average contributions but not 
in those cases where the person (a) is allowed under any law or regu- 
lation a commutation in lieu of the actual transportation expenses, 
or (6) has himself selected the means of shipment. Furthermore, 
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no appropriation would be available for the payment or replacement 
of general average contributions required in connection with and 
applicable to quantities of baggage and household goods and effects 
in excess of quantities authorized to be transported by law or 
regulation pursuant to law. 


COMMITTEE AMENDMENT 


The committee struck all after the enacting clause and inserted lan- 
guage which contains several proposals of the Comptroller General, 
The committee also made other technical changes in the original bill, 
The Navy Department interposes no objection to the committee 
amendment. With the exception of the termination date in section 2 
the committee amendment is identical to H. R. 8177 which passed 
the House during the 82d Congress. 


COST AND BUDGET DATA 


Sections 1, 2, and 3 will entail no cost to the Government. Sec- 
tion 4 of the bill would entail some cost. The Department of Defense 
estimates that the cost for the three military services would be approx- 
imately $30,000 per year. The Department of State estimates that 
the cost in its behalf would be approximately $2,000 per vear. The 
Commerce Department and the Department of Agric ulture estimate 
that the cost would be negligible. For instance, the Department of 
Agriculture advises that its employees have had but one instance of 
general average contribution in the past 13 years. The Bureau of 
the Budget advises that insofar as other agencies are concerned, the 
cost would be very small and could be absorbed without any trouble 
in the transportation appropriations of the department concerned. 


DEPARTMENTAL RECOMMENDATIONS 


H. R. 2225 has been coordinated by the Department of Defense 
and the Bureau of the Budget with the governmental departments 
concerned, who interposed no objection. The Bureau of the Budget 
offers no objection to the presentation of this proposal to the Congress. 
The Department of Defense recommends enactment, and also approves 
the committee amendment, as is indicated by the following letters: 


ASSISTANT SECRETARY OF DEFENSE, 
Washington 25, D. C., January 5, 1953. 
Hon. Josera W. Martin, Jr., 
Speaker of the House of Representatives. 

Dear Mr. Speaker: There are forwarded herewith a draft of legislation to 
provide for sundry administrative matters affecting the Department of Defense, 
and for other purposes, and a sectional analysis thereof. 

This proposal is a part of the Department of Defense legislative program for 
1953, and the Bureau of the Budget has no objection to the presentation of this 
proposal to the Congress. The Department of Defense recommends that it be 
enacted. 

PURPOSE OF THE LEGISLATION 


This proposed legislation is designed to provide for miscellaneous matters 
affecting the Department of Defense. A detailed explanation of each provision 
of this legislation is set forth in the attached sectional analysis. The items 
included will promote economy and efficiency or relieve administrative difficulties 
within the Department of Defense. 
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LEGISLATIVE REFERENCES 


Legislation identical with this proposal, except for a revision of section 3 and 
a change of the termination date in section 2, was included in the Department 
of Defense legislative program for consideration by the 8ist Congress, 2d session, 
approved by the Bureau of the Budget, and introduced in the Congress (S. 3356 
and H. R. 8003). 

It was also a part of this Department’s legislative program for 1951 and 1952, 
was approved by the Bureau of the Budget, and introduced into the 82d Congress 
as 8. 328 and H. R. 1228. The bill was amended in the House and passed as 
H. R. 8177. The Senate version of H. R. 8177 (S. 3409) was reported out of 
ommittee but the Senate took no action on it. 


COST DATA 


It is estimated that the additional cost resulting from the enactment of section 
4 will average $30,000 annually, which would be absorbed in the annual appropria- 
tions for transportation. 


DEPARTMENT OF DEFENSE ACTION AGENCY 


The Department of the Navy has been designated as the representative of the 
Department of Defense for this legislation. 
Sincerely yours, 
Roeser Kent, General Counsel. 


DEPARTMENT OF THE Navy, 
OFFICE OF THE JUDGE ApvocaTE GENERAL, 
Washington 25, D. C., March 18, 1954. 


Hon. Dewny SHort, 
Chairman, Committee on Armed Services, 
House of Representatives, Washington 25, D. C. 
My Dear Mr. CyatrMANn: In compliance with your request the following 
report is submitted expressing the views of the Department of Defense on H. R. 


2225, a bill to provide for sundry administrative matters affecting the Depart- 
ment of Defense, and for other purposes, as that bill was ordered reported by your 
committee. 

The purpose of H. R. 2225 is to provide for miscellaneous matters primarily 
affecting the Department of Defense. The bill as ordered reported by the com- 
mittee is, except for a change of a date in section 2, identical with H. R. 8177, 
82d Congress, which was passed by the House of Representatives and favorably 
reported by the Senate Armed Services Committee but which was not passed by 
the Senate before the 82d Congress adjourned. 

Section 1 of the revised bill provides for adjustment of the accounts of advances 
of disbursing officers of the Army, Navy, Air Force, and State Departments where 
relief has been granted such disbursing officers for shortages or where the charge 
against the account of advances has been outstanding for 2 fiseal years and has 
been certified by the head of the department concerned to be uncollectible. The 
section would facilitate the balancing of accounts of advances by the clearing of 
unrealistic charges which would otherwise be required to be carried in such ac- 
counts indefinitely, if not permanently, and would simplify and expedite the 
audit and settlement of the accounts of the departments concerned. 

Section 2 of the revised bill amends section 5 of the act of August 7, 1946, which 
act entitles each person who gave or loaned binoculars to the Navy during World 
War II, and whose binoculars cannot be returned, to receive similar binoculars. 
Under the amendment proposed by this section all claims under the basic statute 
would have to be made before December 31, 1954, and the Secretary of the Navy 
would be authorized to dispose of those binoculars for which no claim is made 
within the period specified. The basic statute has now served its purpose inas- 
much as claimants under this section will have had 8 years to file claims for 
binoculars. The enactment of this section should result in a saving to the Gov- 
ernment by the elimination of administrative expenses. 





6 PROVIDE FOR SUNDRY ADMINISTRATIVE MATTERS 


Section 3 of the revised bill would authorize the Secretary of the Navy to sel! 
to merchant ships, under such regualtions as he may prescribe, such fuel and ot} 
supplies as may be required to meet the immediate needs of these ships. This 
proposal further provides that such fuel and other supplies could be sold only 
when they are not otherwise locally procurable and when needed to enable the 
ships to proceed to the nearest port where fuel and supplies may be so procured 
without endangering life or property. The funds so received would be credited 
as provided by law, e. g., naval supply account, or to the current appropriation 
concerned. In view of the shipping problems resulting from the present inter. 
national situation, the authority to sell fuel and other supplies to merchant 
vessels where there are no commercial suppliers is necessary. 

Section 4 of the revised bill would make appropriations chargeable for the 
transportation of household effects of military personnel and civilian employees 
of departments or agencies of the Federal Government available to defray the 
costs of general average contributions required in connection with the shipments 
of such effects. 

General average contribution requires all parties to a sea adventure to make 
good the loss sustained by one or more of their number on account of sacrifices 
made of part of the ship or eargo to save the residue and the lives of those 
board from impending peril. Individuals entitled to shipment at Government 
expense normally have no voice in the manner of shipment, whether by rail, van, 
Government vessel, or commercial vessel. For any but the last of these methods 
the general average doctrine does not apply. When, however, the shipment is 
made by commercial vessel and it is necessary to sacrifice part of the ship or cargo 
to save the residue and lives of those on board, under the doctrine of genera! 
average contribution the individual owners of cargo must contribute, as the Comp- 
troller General has held (18 Comp. Gen. 164) that general average contributions 
are incident to the ownership of cargo and are not part of the cost of transporta- 
tion. Enactment of this legislation would in effect make general average con- 
tributions a part of the cost of transportation to be borne by the Government 
which ordinarily determines the method and route of shipment. The section 
however, would not allow payment of general average contributions in connec- 
tion with quantities of household effects in excess of that authorized to be trans- 
ported by law nor would such payments be made in any case where the military 
person or civilian employee is allowed a commutation in lieu of the actual trans- 
portation expenses or in cases where he has himself selected the means of ship- 
ment. 

The Department of the Navy, on behalf of the Department of Defense, rec- 
ommends the enactment of H. R. 2225 as ordered reported by the House Armed 
Services Committee. 

The enactment of the revised bill would not result in the expenditure of addi- 
tional funds except for section 4. It is estimated that for the Department of 
Defense the additional cost resulting from the enactment of section 4 would aver- 
age $30,000 annually. The other sections of the revised bill should result in sav- 
ings to the Government through the removal of administrative burdens. 

The Department of the Navy has been advised by the Bureau of the Budget 
that there is no objection to the submission of this report on H. R. 2225 to the 
Congress. 

Sincerely yours, 








Ira H. Nunn, 
Rear Admiral, USN, 
Judge Advocaie General of the Navy 
(For the Secretary of the Navy). 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, there is herewith printed in parallel columns the 
text of provisions of existing laws which would be repealed or amended 
by the various provisions of the bill. 
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EXISTING LAW 


60 Stat. 897, 898. 

4 * * * 
5. Any person who gave or 
i binoculars to the United States 
the United States Navy in order 
hat such binoculars might be used in 
naval service during World War II 
snd to whom the binoculars given or 
d eannot be returned, shall be 
titled to receive from the Secretary 
he Navy binoculars similar in type 
binoculars given or loaned. 


ADMINISTRATIVE MATTERS 


THE BILL 


Sec. 2. Section 5 of the Act of August 
7, 1946 (60 Stat. 897, 898), is hereby 
amended by deleting the period after 
the word “loaned’’ and substituting a 
colon in place thereof, and by adding 
the following proviso thereto: ‘‘Pro- 
vided, however, That claims for the 
return or replacement of binoculars 
under this section shall be filed with 
the Secretary of the Navy on or before 
December 31, 1952, and the United 
States shall be under no obligation to 
return, replace, or pay for binoculars 
under this section, for which no claim 
filed. After decision on claims 
submitted pursuant to this section, the 
Secretary of the Navy is authorized to 
dispose of any such binoculars held by 
the Navy in accordance with existing 
law.” 
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JUDICIAL REVIEW OF CERTAIN TAX COURT DECISIONS 


Marcu 18, 1954.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 


Mr. Keatinc, from the Committee on the Judiciary, submitted 
the following 


REPORT 


[To accompany 8S. 984] 


The Committee on the Judiciary, to whom was referred the bill 
(S. 984) making provision for judicial review of certain Tax Court 
decisions, having considered the same, report favorably thereon with 
amendments and recommend that the bill do pass. 

—_ amendments are as follows: 

On page 1, line 4, strike out the word “the” following the word 
. ode” and insert in lieu thereof the word “any’’. 

2. On page 1, line 5, strike out “January 1, 1952” and insert in 

cu thereof the words “the date of approval of this Act”’ 


> 


3. Strike out the last sentence of the bill. 


THE PURPOSE OF THE AMENDMENTS 


The first amendment is merely a technical perfecting amendment. 

The second amendment removes the retroactive feature of the 
bill as it passed the Senate and makes it applicable only to those 
particular decisions entered after the date of the approval of this act. 
The Senate version of the bill as it was introduced covered those 
decisions entered after January 1, 1954, but the bill was later amended 
to change that date to January 1, 1952. The bill then passed the 
Senate with the amended date. 

The third amendment is a perfecting one in that the last sentence 
of the bill is rendered unnecessary by ‘the removal of the retroactive 
feature of the bill by the second amendment. The sentence stricken 
merely provided that any decision rendered between January 1, 1952, 
and the date of the approval of the act must be appealed within 90 
days after the date of approval of the act. Since the committee 
struck out the retroactive feature, there is no need for such a provi- 
sion. 
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THE PURPOSE OF THE BILL 


The purpose of this bill is to eliminate the prohibition against the 
appeal of Tax Court decisions to the court of appeals in cases involving 
the application of section 722 of the Internal Revenue Act relating to 
abnormalities. If this bill is enacted, an appeal will be allowed jp 
such cases in the same manner that other decisions of the Tax Court 
may be appealed. 

HEARINGS 


Hearings on this bill were held on February 1, 1954, in addition to 
those previously held by the Senate. The witnesses at the hearing 
included representatives from the Department of the Treasury, 
represe ntatives of the American Bar Association, and other attorneys, 
Those witnesses recommended the enactment of the legislation: the 
only question between them was with respect to the effective date of 
the bill. The representatives of the American Bar Association favored 
the date of January 1, 1952, whereas the Treasury Department recom- 
mended the date of January 1, 1953. During the hearing, a letter 
addressed to the chairman of the Judiciary Committee, Chauncey W. 
Reed, from the chairman of the Ways and Means Committee of the 
House, Daniel A. Reed, was inserted into the record. In that letter 
the chairman of the Ways and pe Committee interposed objec- 
tions to the enactment of the bill, S. 984. These objections were to 
the effect that the bill would worn judicial review of issues which 
by their very nature are ill-suited to such review, that it would 
reverse a long-standing and carefully considered legislative policy, 
and do so, many years after the basic statute had ceased to be ¢ urrently 
applicable and, finally, it would discriminate in favor of a particular 
class of taxpayers. 

The Department of Justice reported on the bill but did not have a 
witness at the hearing. In its report, the Department of Justice did 
not take a definite stand on the legislation but merely submitted a 
memorandum on the proposed legislation. 


GENERAL STATEMENT 


The cases as covered by the provisions of this bill are those re- 
specting the determination of any question arising under subpara- 
graphs 711 (b) (1) (H), (D, (J), or (IX), section 721 or section 722 of 
the Internal Revenue Code. At the present time, under section 732 
(subsees. (c) and (d)), such decisions are not reviewable in the courts 
of appeals. The subject matter of these cases are the so-called ab- 
normality or hardship cases arising out of the World War II Excess 
Profits Tax Act. That act does not apply to any taxable years be- 
ginning after December 31, 1945. That act provided separate 
standards covering the granting of tax relief because it was thought 
that an equitable excess-profits-tax assessment would not result if 
ordinary standards were applied. This procedure was followed be- 
cause such cases involved highly complex and intricate financial and 
economic facts. 

At the present time, according to the information given to your 
committee, a taxpayer in such a case as here involved, when his 
claim under section 722 of the Internal Revenue Act was disallowed 
by the Commissioner of Internal Revenue, may file a petition with 
the Tax Court for a redetermination of the issue of fact and of law. 
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Section 732 of the Internal Revenue Code covers the jurisdiction of 
the Tax Court in such cases. Under section 732, the practice in the 
Tax Court is to refer a decision of a judge on a section 722 case to 
several other judges prior to communicating it to the parties in- 
volved, and to issue the decision if there is no objection on the part 
of these other judges. Thus, there is no opportunity for the parties 
to make any assignment of error against the decision of the trial judge 
nor can they be heard thereon after the decision has been rendered. 

Thus your committee, while it appreciates the motive and purpose 
behind the prohibition of review by the courts of appeals in this type 
of case, nevertheless feels that it is more desirable to permit judicial 
review of this type of cases. It is in keeping with the traditional 
policy of affording every man his day in court and it might be well to 
note here that all other matters in the Tax Court are reviewable 
except those in question here. Moreover, under the present Excess 
Profits Tax Act, judicial review is afforded to the claimants. 

The history behind the act here in question is clearly set forth ia 
a memorandum from the Department of Justice which is attached 
hereto. 

In its recommendation for the enactment of this legislation, the 
committee is supported by the Treasury Department whose report 
on the bill is attached hereto as a part of this report. 

Your committee is also mindful of the human element that is 
involved in all such matters and while it casts no aspersions upon 
anyone, it cannot overlook the salutary effect the possibility of judicial 
review has upon the final decision of any one person or persons. 

Under the provisions of this bill, the right of appeal will be afforded 
in exactly the same manner and form as appeals are now available in 
all other cases. In the opinion of your committee, this is funda- 
mentally sound in principle and elementary in justice. 

In the consideration of this proposal, your committee was faced 
with the question of the retroactive provision of the bill. Under the 
Senate version, the bill was retroactive to any decision entered after 
January 1, 1952, in these particular types of cases. The question of 
retroactivity is always a difficult one that affords no satisfactory 
solution to all concerned. It is the opinion of your committee that 
by eliminating the retroactive provision, a possible discriminatory 
feature of the bill would be eliminated. All those cases which have 
been settled prior to the effective date of this act, either by stipulation 
or by decision, will not be reopened by any of the parties. At this 
point, it should be noted that under the provisions of the bill both the 
Government and the taxpayer will have the right of appeal. The 
bill as amended would only permit appeals by these two parties from 
Tax Court decisions entered after the effective date of the act. As to 
this feature, the recommendation of the committee is more in line 
with the recommendation of the Treasury Department than the 
Senate version. 

For these reasons your committee recommends favorable consider- 


ation of the bill as amended. 
SEPTEMBER 30, 1953. 
Hon. Cuauncey W. Reep, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D. C. 

Dear Mr. CHAtrRMAN: This is in response to your request for the views of the 
Department of Justice relative to the bill (S. 984) making provision for judicial 
review of certain Tax Court decisions. 
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I am enclosing for the consideration of the committee a memorandum discussing 
the merits of this legislation in some detail which I trust the committee will find 
helpful. 

The Bureau of the Budget has advised that there is no objection to the 
submission of this report. 

Sincerely, 
WitiraM P. Rocers, 
Deputy Attorney General. 


MEMORANDUM CONCERNING 8. 984, 83p Conaress, A Birt MaK1InG Provision 
ror JupicrAL Review or Cerrarin Tax Court Decisions 


The effect of S. 984 would be to provide for review by the courts of appeals 
of Tax Court decisions entered after January 1, 1952, in cases “respecting the 
determination of any question arising under subparagraphs 711 (b) (1) (A), (1), 
(J), or (K), section 721 or section 722 of the Internal Revenue Code.” Subsections 
(c) and (d) of section 732 of the Internal Revenue Code now provide that such 
decisions are not reviewable. The matters affected are the so-called abnormality 
or hardship cases arising under the World War II Excess Profits Tax Act, cases 
concerning which the law provides separate standards governing the granting of 
tax relief because they involve situations which would not result in fair excess- 
profits-tax assessments if the ordinary standards were applied. 

While the Department of Justice fully recognizes the desirability, in general, 
of permitting judicial review of administrative action, it is believed that in con- 
nection with the present bill this committee may wish to review the circumstances 
under which Congress saw fit in 1941 to deny judicial review of Tax Court decisions 
in cases arising under the cited sections of the Internal Revenue Code. 

The World War II excess-profits tax was designed to impose a high rate of tax 
on corporate profits in excess of those which the taxpayer might have been 
expected to earn under normal peacetime conditions. Excess profits were meas- 
ured, alternatively, in terms of a specified rate of return on “invested capital” 
or in terms of average earnings over a 4-year base period (1936-39). Because it 
was recognized that abnormal conditions affecting a particular taxpayer, or the 
industry of which it was a member, might result in an inadequate standard of 
normal earnings for the purposes of the excess-profits tax under the formula 
applicable to taxpayers in general, special relief provisions were incorporated in 
the statute. The most important of those relief provisions were those contained 
in section 722 of the Internal Revenue Code. That section provides that in any 
case in which the taxpayer established (1) that its excess-profits tax, computed 
in the ordinary manner, was “excessive and discriminatory,”’ and (2) what would 
be ‘‘a fair and just amount representing normal earnings to be used as a construc- 
tive average base period net income,” the tax should be determined by using such 
constructive average base period net income in lieu of the actual average base 
period net income. The statute specified certain circumstances under which 
the average base period net income of a taxpayer would be considered an inade- 
quate standard of normal earnings. These included the interruption or diminution 
of normal production, output, or operations due to the occurrence of events 
unusual and peculiar in the taxpayer’s experience; depression of the taxpayer’s 
business resulting from unusual and temporary economic circumstances, variant 
profit cycles, or sporadic and intermittent periods of high profits inadequately 
represented in the base period; and changes in the character of the business during 
or immediately prior to the base period. While the statute was fairly specific 
in stating the types of factors which would qualify a taxpayer for special treat- 
ment, it did not attempt to prescribe exact methods for computing the amount 
ofjthe “constructive average base period net income’’ to be used in redetermining 
the taxpayer’s excess-profits-tax liability. 

The legislative history shows that Congress fully recognized that the problem 
of affording excess-profits-tax relief on the basis of abnormalities in the taxpayer's 
experience was one of great complexity and that its solution must necessarily 
depend in large measure on the sound exercise of administrative judgment and 
discretion. Thus, in House Report No. 146, 77th Congress, Ist session, it was 
stated (p. 2): 

“Experience with excess-profits taxes, both in the United States and abroad, 
has demonstrated conclusively that relief in abnormal cases cannot be predicated 
on specific instances foreseeable at any time. The unusual cases that are certain 
to arise are so diverse in character and unpredictable that relief provisions couched 
in other than general and flexible terms are certain to prove inadequate. 





ter 
all 
Blt 
up 
the 
reg 
bré 
ths 
to 
gel 
SVB 
ari: 
the 
ot 
the 
to 
wri 
refi 
ad 
aj! 
Suy 
pal 
visi 
pa) 
casi 
of t 
sta 
for 
\ 
des 
Ta’ 
the 
me! 
ext 
upoa 
sect 
I 
Cor 
Co1 
inv 
creé 
con 
by ; 
Cor 
law 
cow 
the 
the 
deci 
will 
bod) 
1 
spec 
sucl 
the 
Sen: 
© 


inve 
and 
suck 
witl 
app) 
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‘For these reasons, the present legislation attempts to provide, both by specific 
terms and in carefully guarded general terms, a set of flexible rules which should 
alleviate at least the bulk of the severe hardship cases which may arise. The 
success or failure of legislation of this type depends, to a considerable degree, 
upon its intelligent and sympathetic administration. Through its confidence in 
tbe experience and ability of the officials of the Treasury Department and the Bu- 
reau of Internal Revenue, your committee recommend the present flexible and 
broad legislation as the most satisfactory method of meeting the contingencies 
that will arise.” 

It can hardly be doubted that reasons similar to those which led Congress 
to couch the relief provisions of section 722 to a large extent in ‘‘carefully guarded 
general terms’’ were also responsible for the establishment of a special and limited 
system of review of the Commissioner of Internal Revenue’s decisions in cases 
arising under that section and other special relief sections. In tax cases other 
than those involving special relief, a taxpayer who disagrees with a determination 
ot the Commissioner has the choice of several remedies. He may, before paying 
the tax, appeal to the Tax Court (formerly the Board of Tax Appeals) and thence 
to a United States court of appeals and ultimately go to the Supreme Court by 
writ of certiorari. In the alternative, he may pay the tax and bring suit for 
refund either in a United States district court or in the Court of Claims. From 
a decision of the district court (where, under certain circumstances, he may have 
a jury trial) he mav appeal to the court of appeals and thence seek review by the 
Supreme Court. However, this choice of remedies was deliberately denied a tax- 
payer seeking review of the Commissioner’s decision under the special relief pro- 
visions of the excess-profits-tax law. Nor would it be made available to the tax- 
payer under 8. 984. Although cases involving section 722 are essentially refund 
cases, Congress provided in section 732 that the taxpayer might obtain a review 
of the Commissioner’s determination in such cases only in the Tax Court, notwith- 
standing the fact that the Tax Court does not ordinarily have jurisdiction of suits 
for refund. 

While the committee reports do not discuss section 732 as fully as might be 
desired, it is clear that the exclusiveness of the jurisdiction conferred upon the 
Tax Court in these special relief cases was well understood. Thus, the report of 
the Ways and Means Committee with respect to the excess-profits-tax amend- 
ments of 1941 (H. Rept. No. 146, 77th Cong., Ist sess., p. 14) states: 

“Section 9 of the bill (adding sec. 732 to the Excess Profits Tax Act of 1940) 
extends to the Board exclusive jurisdiction to review the Commissioner’s decision 
upon any question the determination of which is necessary solely by reason of 
section 711 (b) (1) (H), (1), (J), or (K), section 721 or 722. * * *” 

In 1942 a further refinement in the procedure for review was introduced, when 
Congress made provision for the creation of a special division within the Tax 
Court, the duty of which was to review the decision of any division of the court 
involving section 721 (a) (2) (C) or section 722. The stated reasons for the 
creation of such a special division indicate quite clearly, though indirectly, the 
considerations which moved Congress in prohibiting review of special relief cases 
by any tribunal other than the Tax Court. Thus, House Report No. 2333, 77th 
Congress, 2d session, states (p. 26): 

“The presiding judge of the United States Tax Court designated under existing 
law as the United States Board of Tax Appeals is directed to set up within the 
court a special division of not less than three members whose sole duties will be 
the determination of issues arising under the relief provisions. The decisions of 
the division will not be reviewable by the court but will be deemed to be the 
decisions of the court. Jt is the intention that due to the nature of the issues that 
will arise under the relief provisions all such issues should be decided by a special 
body qualified for that purpose. (Emphasis supplied.)”’ 

The Senate amended the provision in question to limit the functions of the 
special division to the review of decisions of the other divisions, and also to require 
such review only in cases arising under sections 721 (a) (2) (C) and 722. However, 
the essential purpose of the provision remained unchanged, as appears from 
Senate Report No. 1631, 77th Congress, 2d session, page 207: 

“Because of the complicated nature and the economic character of the issues 
involving relief under section 722, and abnormalities under section 721 (a) (2) (C), 
and the broad discretionary powers lodged in the Board in the determination of 
such issues, it is essential that all such issues be decided by one group familiar 
with the problems involved. Only by this method can a consistent and uniform 
application of the principles established be assured in all cases. * * *” 
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Since the Tax Court is not a part of the judicial system, but is an independent 
agency in the executive branch, it was consistent with the overall legislative 
view of the special relief provisions—as indicated by the excerpts from the com- 
mittee reports quoted above—to permit the determinations of the Commissioner 
of Internal Revenue to be reviewed only by that body, thus treating the allowance 
of special relief wholly as a matter of administrative discretion. 

This approach found a parallel in the so-called special assessment provisions 
of the Revenue Acts of 1918 and 1921. Under sections 327 and 328 of those 
acts, the Commissioner of Internal Revenue was authorized in certain cases to 
assess as tax an amount bearing the same ratio to the net income of the taxpayer 
as the average tax of representative corporations engaged in a similar trade or 
business bore to their average net income. He was authorized to make such 
special assessment if he found that the excess-profits tax, determined in the usual 
manner, ‘‘would, owing to abnormal conditions affecting the capital or income of 
the corporation, work upon the corporation an exceptional hardship evidenced 
by gross disproportion between the tax computed without the benefit of this 
section and the tax computed by reference to the representative corpora- 
tions * * *.” Although those acts did not expressly prohibit judicial review, 
the Supreme Court held that neither the district courts nor the Court of Claims 
had jurisdiction in such cases (Williamsport Wire Rope Co. v. United States, 277 
U. 8. 551). The Board of Tax Appeals, however, was held to have jurisdiction 
under section 274 of the Revenue Act of 1924 (Blair v. Oesterlein Machine Co., 
275 U. 8. 220). In the Williamsport case the Court said: 

“Section 327 and 328 were intended to broaden the powers of relief first con- 
ferred by section 210 of the War Revenue Act of 1917 (c. 63, 40 Stat. 300, 307 
(Comp. St. § 6636 3/8 k)). * * * The task imposed on the Commissioner by 
sections 327 and 328 was one that could only be performed by an official or a 
body having wide knowledge and experience with the class of problems con- 
cerned. * * * 

“To perform that task, power discretionary in character was necessarily 
conferred. * * * 

“The soundness of the judgment exercised by the individual or body tc whom 
the task was confided would depend largely upon the extent both of the knowledge 
of the special subject possessed and of the exverience had in dealing with this 
particular class of prcblems. The conclusions reached would rest largely upon 
considerations not entirely susceptible of proof or disproof. * * * 

The Court round, however, that Congress intended to have the Commis- 
sioner’s decision reviewed by the Board of Tax Appeals (now the Tax Court) 
after the creation of the Board in 1924, since: 

‘“* * * Tts sole function consists in reviewing, on appeal, determinations of the 
Commissioner under the revenue laws. The fact that the Commissioner is a party 
to all cases before it enables the Board, by rules of procedure which it has devel- 
oped, to leave to the Commissioner the initial determination of many questions 
requiring the use of facts not in the record. Its limited, specialized functions 
enable its members to acquire the extensive special knowledge and the specific 
experience essential to a sound exercise of judgment in dealing with questions 
arising under sections 327 and 328.” 

Since such determinations by the Board of Tax Appeals were factual, under the 
rule of review then in force they were not reviewable by the circuit courts of 
appeals. 

In 1946, as a result of widespread dissatisfaction with the administration of the 
World War II special relief provisions (particularly sec. 722) by the Bureau of 
Internal Revenue, the Joint Committee on Internal Revenue Taxation held 
extensive hearings. The evidence adduced included a report on the administra- 
tion of section 722 prepared by the Bureau of Internal Revenue and a summary 
of complaints received from taxpayers prepared by the staff of the joint committee. 
Complaints with respect to the Tax Court were said to be “‘infrequent.’’ (Note, 
however, that only two cases had been decided by the Tax Court at that time.) 
During the course of the hearings, the issue of review of Tax Court decisions 
seems to have been raised only twice (hearings, pp. 205, 349). The consensus of 
opinion was that the law needed littie change, but that the Bureau’s agents were 
not sufficiently sympathetic and that a special board of lawyers, economists, and 
accountants should be established to process the relief cases. As a result of the 
hearings, the Excess Profits Tax Council was established by administrative action 
in 1946. No change was made with respect to the jurisdiction of the Tax Court. 
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We are informed that claims have been filed under section 722 by some 20,000 
taxpayers, the aggregate amount claimed being approximately $7 billion, and that 
as of March 15, 1953, the claims of 366 taxpayers, involving $1,439,588,411, were 
still in the process of administrative rev lew. 

We are further informed that a total of 2,184 appeals in section 722 cases were 
docketed in the Tax Court up to June 15, 195 93, and that on that date 904 cases 
were pending in that court, the other 1,280 cases having been disposed of as 
follows: 


Before Jan. 1, After Jan. 1, 
1952 } 1952 


Decided with opinions. - 83 | 
Dismissed w ithout opinions_ 149 
Disposed of by stipul: ation : 701 


Total : . 953 


The 904 cases pending on June 15, 1953, involve approximately $730 million. 

Cases disposed of by the Excess Profits Tax Council in which no appeal was 
taken to the Tax Court could not be reopened under 8. 984. This is true even 
with respect to cases settled administratively in reliance on the supposed finality 
of Tax Court decisions which, under 8. 984, would themselves be subject to 
review by the courts of appeals. 

While judicial review of decisions of the Tax Court under the special relief 
provisions of the Excess Profits Tax Act of 1950 is permitted, it is to be noted that 
those provisions differ in material respects from the special relief provisions of the 
World War II statute. Thus, instead of requiring the taxpayer to establish a 
“constructive base period net income,’’ the 1950 act provides for determination of 
the excess-profits credit in special relief cases on the basis of the ‘‘base period rate 
of return” for the taxpayer’s industry, as determined and proclaimed by the 
Secretary of the Treasury. F urthermore, the factors qualifying a taxpayer for 
relief on the grounds of change in produe ts or services or increase in ¢ apacity for 
production or operation are more clearly defined and limited in the 1950 act than 
in the earlier statute. These changes were the result of experience in the admin- 
istration of section 722, as pointed out in the following excerpts from the report 
of the Senate Finance Committee on the 1950 act (S. Rept. No. 2679, 8lst Cong., 
2d sess., pp. 17-18): 

“In each instance the section [722] provided that a hypothetical base period 
earnings credit be ‘‘tailor made’’ for the particular taxpayer and that certain 
assumptions be made in connection with the case. Each case was a problem in 
research, and the legal or tax result generally was intertwined with complicated 
accounting and economic problems. Almost every factor which had any influence 
on the particular business was pertinent to the case and the time and expense in- 
volved in reconstructing the average base period earnings credit were tremendous. 

‘These complex relief provisions of the World War II law have resulted in 
extended delay in the settlement of relief claims which discriminated against 
taxpayers who had neither the time nor the financial resources necessary for the 
establishment of their cases. Moreover, the determination of what the taxpayer’s 
base period income would have been in the absence of the claimed abnormality 
was largely a matter of subjective judgment, and a great deal of complaint has 
arisen on this account. Hence this bill reduces to a minimum the amount of 
administrative discretion involved in the adjustment of the hardship cases which 
may be expected to arise under an excess-profits tax. 

“(e) General relief provisions in the bill.—The bill provides automatic formulas 
for each of the most important types of cases which arose under section 722 of 
the World War II law. These formulas permit an objective computation of the 
amount of relief granted in each case, thus avoiding the practice of making the 
extent of the relief dependent upon an attempted analysis of all the varying 
factors in the individual case with the resulting uncertainty, delays, and disparity 
of treatment among taxpayers which characterized the application of the general 
relief provisions of the World War IT law.” 

In the event the committee should conclude that some review of Tax Court 
decisions in special relief cases is desirable, the committee may wish to consider 
the advisability of limiting the scope of the review to questions of law and pro- 
hibiting inquiry by the appellate courts into the question of the sufficiency of 
the evidence to support the Tax Court’s findings of fact. Such limitation would 





8 JUDICIAL REVIEW OF CERTAIN TAX COURT DECISIONS 


greatly simplify the task of the appellate courts and would leave to the Tax 
Court the discretionary functions which Congress recognized were essential to a 
fair and proper administration of the highly complicated provisions of the special] 
relief sections. 
TREASURY DEPARTMENT, 
Washington, October 2, 1958. 
Hon. CHauncey W. REEp, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D. C. 

My Dear Mr. CuHarrMan: Further reference is made to your request of 
April 13, 1953, requesting the views of this Department with respect to S. 984, 
which passed the Senate on March 30, 1953. 

The purpose of the proposed legislation is to permit appeal of Tax Court 
decisions, to the courts of appeal, in cases involving the application of sections 
711 (b) (1) (A), (1), (J), (KX), 721 and 722 of the Internal Revenue Code. These 
sections provide special treatment under the World War II excess profits tax 
where abnormal circumstances existed. While many claims under these sections 
have been disposed of, several hundreds are still pending, both in the Bureau of 
Internal Revenue and in the Tax Court. 

At the present time decisions of the Tax Court under such sections are final. 
Under the bill, such decisions would be subject to appeal, upon the petition of 
either the Government or the taxpayer, if entered after January 1, 1952. 

The Treasury Department is in full agreement with the purpose of the bill. 
As was indicated by the representative of the Department at the hearings on the 
bill by the Senate Judiciary Committee, “in any legal issue which is presented to 
any legal tribunal in our system of government there should be an appeal on a 
legal question to an appellate court.” There would appear to be no adequate 
reason why taxpayers aggrieved by an error by the Tax Court in these issues 
should not have the same redress as do taxpayers on all other issues. 

The purpose of the bill is thus to equate the handling of such cases with the 
disposition of all other cases. An additional amendment to carry out this purpose 
has been suggested by the Tax Court and this Department is in accord with the 
suggestion, namely, that section 732 (d) be repealed. Section 732 (d) of the 
Internal Revenue Code requires that each case arising under section 721 (a) (2) (C) 
or section 722 be reviewed within the Tex Court by a special division of the court 
and provides that the decisions of such division shall not be reviewable by the 
court and shall be deemed decisions of the court. The important justifying cause 
for the establishment of this special division appears to have been the disallowance 
of appeal to an appellate court. The enactment of 8. 984 would eliminate this 
justification for special review within the Tax Court. In addition, adoption of 
the amendment suggested by the Tax Court will free additional judges from the 
review of cases arising under the above sections and permit the judges of the 
Tax Court to devote more time to other ‘‘standard issue’”’ cases. 

One technical point with respect to S. 984 should be noted. The bill allows a 
right of appeal “notwithstanding the provisions of subsections 732 (c) and 
732 (d).”’ The amendment proposed above would repeal section 732 (d) and 
eliminate reference to it in the above-quoted clause. It would appear that 
section 732 (c) should also be repealed. Inasmuch as the only effect of 732 (c) 
is to deny appeesl in cases of the type covered by 8. 984, the enactment into law 
of the Senate bill will completely nullify the code provision even if the bill is not 
amended 2s proposed. This apparent conflict may cause confusion, particularly 
if section 732 (d) is repealed and 732 (c) retained. The confusion may best be 
avoided by a repeal of section 732 (c). 

The Director, Bureau of the Budget, has advised the Treasury Department 
that there is no objection to the presentation of this report. 

Very truly yours, 
M. B. Fotsom, 
Acting Secretary of the Treasury. 
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63p CoNGRESS HOUSE OF REPRESENTATIVES ReEporr 
No. 1371 


od Session 


{MENDING THE ACT ENTITLED “AN ACT TO AUTHORIZE A 
PERMANENT ANNUAL APPROPRIATION FOR MAINTENANCE 
AND OPERATION OF THE GORGAS MEMORIAL LABORATORY” 


Marcu 18, 1954.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 


Mr. Jackson, from the Committee on Foreign Affairs, submitted the 
following 


REPORT 


{To accompany 8. 1456] 


The Committee on Foreign Affairs, to whom was referred the bill 
(S. 1456) to amend the act entitled “An act to authorize a permanent 
annual appropriation for the maintenance and operation of the 
Gorgas Memorial Laboratory,’ approved May 7, 1928, as amended, 
having considered the same, report favorably thereon without amend- 
ment and recommend that the bill do pass. 

S. 1456 passed the Senate unanimously on July 18, 1953, and was 
referred to the Committee on Foreign Affairs on the same day. 
The measure was, in turn, referred to the Subcommittee on Inter- 
American Affairs on February 17, 1954. The subcommittee con- 
sidered the measure in executive session and unanimously ordered it 
reported favorably to the full committee on February 19, 1954. The 
full committee unanimously ordered the measure reported on March 
16, 1954. 

PURPOSE OF THE BILL 


The purpose of the bill is to provide that donations for maintenance 
of the Gorgas Memorial Laboratory may be accepted from Latin 
American countries and from other sources. This merely changes 
the present provisions of the act which require that such countries be 
invited to contribute. This legislation also amends the basic act by 
eliminating provisions that these countries be represented on the board 
of directors of the Laboratory in proportion to the amount of their 
contributions. 

This measure has the approval of the Bureau of the Budget, the 
Department of Health, Education, and Welfare, and the Department 
of State. A communication from the Department of State of June 
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12, 1953, outlines the need for the proposed legislation, in part, as 
follows: 


The act of May 7, 1928, as amended, authorizes an annual appropriation, not 
to exceed $150,000 for the maintenance and operation of the Gorgas Memoria] 
Laboratory. The above-cited act sets forth three conditions which attach to this 
contribution: (1) That a building be constructed within 5 years in or near Panama 
City or in the Canal Zone; (2) that each Latin American government be invited 
and permitted to contribute annually toward the Laboratory’s maintenance and 
operation, provided the total of such contributions do not exceed 75 percent of 
the total contributed by the United States; and (3) that the United. States and 
the Latin American governments contributing to the Laboratory shall be repre- 
sented on the board of directors in proportion to the actual contributions made 
to the maintenance and operation of the Laboratory. 

The first condition was met in 1930 when the Republic of Panama donated 
land and a building for use as a laboratory. With respect to conditions 2 and 3, 
it is our understanding that invitations for contributions were extended in 1928 
to the Latin American governments and in 1929 and 1931 to selected officials 
educators, physicians, and so forth, as a result of which cash coatributions of 
$760 and $1,150 were received from [Keuador and Venezuela in 1929 and 1931, 
respectively. No contributions have been received since. Consequently, the 
Laboratory has been supported by contributions from annual appropriations and 
controlled unilaterally by the United States. 

The Department is of the opinion that the recommended language in 8. 1456 
which authorizes the board of directors, within its discretion, to accept contribu- 
tions from Latin American countries is preferable to the present language which 
places an unproductive and burdensome responsibility on the board of directors 
to invite contributions. This is particularly so since in the opinion of the Depart- 
ment there is no reason to assume that these repeated requests would meet with 
success, especially in view of the past history in this regard. Undoubtedly United 
States control of the board of directors is and would be a major factor in the 
reluctance of Latin American governments to contribute. Repeated requests of 
them could only create a feeling of irritation and annoyance. Moreover, some 
of the Latin American governments have or are planning similar laboratories. 
If these countries are asked to contribute to the United States controlled Gorgas 
Memorial Laboratory they may very well feel justified in asking for United States 
contributions to their laboratories. 

The proposed language will permit the board of directors of the Laboratory to 
exercise discrvtion in accepting voluntary donations and, at the same time relieve 
them from any obligation (moral or legal) to seek contributions repeatedly that 
experience shows are not forthcoming. For these reasons the Department feels 
that enactment of 8. 1456 would be desirable. 


It is pointed out that this bill involves no expenditure of funds. 


COMPLIANCE WITH RAMSEYER RULE—CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House of 
Representatives, changes in existing law made by the bill, as it passed 
the Senate, are shown as follows (existing law proposed to be omitted 
is enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 


An Act tro AuTHORIZE A PERMANENT ANNUAL APPROPRIATION FOR THE MAIN- 
TENANCE AND OPERATION OF THE GORGAS MEMORIAL LABORATORY, APPROVED 
May 7, 1928, as AMENDED 


Section I. There is hereby authorized to be permanently appropriated for 
each year, out o1 any money in the Treasury not otherwise appropriated, not to 
exceed the sum of $150,000, to be paid to the Gorgas Memorial Institute of 
Tropica! and Preventive Medicine, Incorporated (hereinatter referred to as the 
Gorgas Memorial Insti.ute), for the maintenance and operation by it, of a 
laboratory to be known as the Gorgas Memorial Laboratory, upon condition 
(1) that the necessary building or quarters for said laboratory shall be constructed 
within the five vears next ensuing after this Ac. shall become a law, either upon 
the site offered by the Republic of Panama therefor, at, or adjacent to, the city of 
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Panama, or upon a site in the Canal Zone to be provided by the United States; 
[(2) that each of the Latin American Governments be invited and permitted to 
contribute annually, on a pro rata basis, according to population, toward the 
maintenance and operation of such laboratory, the total of such contributions 
not to exceed 75 per centum of the total contributed by the United States; and 
}) that in such manner as the Piesident may determine the United States be 
represented permanently on tre Board or council directing tne administration of 
such laboratory, with privilege to the Latin American Governments contributing 
as aforesaid to have represensation on such board or council; all such representa- 
tion to be based upon, and in proportion to the actual respective contributions 
made to the aforesaid maintenance and operation.] and (2) that the said Gorgas 
Vemorial Institute be, and it 18 hereby, authorized within its discretion, henceforth 
to accept from any of the Latin American Governments, or from any other sources, 
ny funds which may be cffered or given for the use of the Gorgas Memorial Institute 
for the maintenance and operation of the Gorgas Memorial Laboratory, and for 
irrying on the work of said Laboratory wherever deemed by the said Insittuts to be 
necessary or desirable. 


O 
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83p CONGRESS HOUSE OF REPRESENTATIVES | Report 
21 Session No. 1372 


THIRD SUPPLEMENTAL APPROPRIATION BILL, 1954 


Marcu 19, 1954.—Committed te the Committee of the Whole House on the 
State of the Union and ordered to be printed 


Mr. Taser, from the Committee on Appropriations, submitted the 
following 


REPORT 


[To accompany H. R. 8481] 


The Committee on Appropriations submits the following report in 
explanation of the accompanying bill making appropriations to supply 
certain regular and supplemental appropriations for the fiscal year 
ending June 30, 1954, and for other purposes. 

The estimates upon which the bill is based are contained in House 
Documents Nos. 305, 321, 330, 331, 332, 336, 340, 351, and 353. The 
bill is divided into chapters corresponding to the subcommittees 
considering the estimates. The recommendations contained in the 
bill are a result of deliberations of the several subcommittees as 
approved by the full Committee. 


SuMMARY OF BILL 


Budget estimates considered by the Committee total $424,090,496. 
Appropriations recommended total $394,521,596, a reduction of 
$29,568,900. These amounts are distributed by chapters of the bill 
as indicated in the following table. 
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CHAPTER I 
DISTRICT OF COLUMBIA 
SUBCOMMITTEE 


EARL WILSON, Indiana, Chairman 


CHARLES W. VURSELL, Mlinois W. F. NORRELL, Arkansas 
OAKLEY HUNTER, California ANTONIO M. FERNANDEZ, New Mexic 


A total of $4,316,851 was requested to cover additional costs made 
necessary by Public Laws 74 and 189, 83rd Congress, which provided 
for salary increases for policemen, firemen and teachers. The com- 
mittee has allowed $4,213,000, a reduction of $103,851, for these items 
as set out in the accompanying table. The estimates included also, 
a request of $1,209,000 to cover pay increases for wage board em- 
ployees. The committee recommends $1,200,000. It was testified 
that the wage scale changes covered by these funds were recommended 
by a regularly constituted wage-scale board and approved by the com- 
missioners. It is understood that they bring wage rates for District 
of Columbia employment into line with rates paid generally in the 
area. 

The budget estimates have been allowed for the remaining items, 


totaling $614,749. These represent payments of a mandatory nature 


for the settlement of ee and claims, and for services rendered 


to the District of Co 


Justice. 
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CHAPTER II 





LEGISLATIVE—JUDICIARY 
SUBCOMMITTEE 


WALT HORAN, Washington, Chairman 


FRED E. BUSBEY, Dlinois MICHAEL J. KIRWAN, Ohio 
FRANK T. BOW, Ohio GEORGE W. ANDREWS, Alabama 
JOHN J. ROONEY, New York! 
* Temporarily assigned. 


The bill includes a total of $188,455 in additional appropriations 
and an increase in limitations totaling $78,600 for 9 activities in the 
Legislative and Judiciary Branches. These items are set forth 
individually in the table on the following two pages. Each of the 
additional amounts recommended is the result of additional expenses 
that are beyond control of the offices involved. The Committee 
therefore made only one reduction in the request, a reduction of 
$10,000 for the item ‘Fees of Jurors and Commissioners.”’ In their 
justifications the Judiciary stated that there was this amount of 
“leeway” in the estimate. 

The Committee also approved a language change requested by the 
Government Printing Office to make available unexpended balances of 
certaintback year’s appropriations for the sole purpose of paying 
claims for salaries due under a decision of the Court of Claims. Both 
the General Accounting Office and the Bureau of the Budget recom- 
mended handling the situation in this way so that numerous in- 


dividual deficiency appropriations may be avoided. Under either | 


method the total amount, paid out of the Treasury to satisfy these 
claims, would be the same; 





Damnaratine etatement of budaet estimates and amounts recomme nded in the bill 
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CHAPTER III 
STATE, JUSTICE AND COMMERCE 


SUBCOMMITTEE 


CLIFF CLEVENGER, Ohio, Chairman 


FREDERIO R, COUDERT, Jr., New York JOHN J. ROONEY, New York 
FRANK T, BOW, Ohio PRINCE H, PRESTON, Jr., Georgia 
SAM COON, Oregon ROBERT L. F. SIKES, Florida 


DEPARTMENT OF STATE 
SALARIES AND EXPENSES 


The bill includes language recommended by the Bureau of the 
Budget authorizing the transfer of $900,000 from the appropriation 
“Government in occupied areas’’ to the appropriation ‘‘Salaries and 
expenses” to expedite the investigation of employees under the 
security program. This transfer is for the specific purpose of com- 
pleting the investigation of present employees of the Department of 
Bate by June 30, "1954. In the event the entire amount allowed is 
not required for this activity it will be expected that any balance will 
revert to the Treasury. 


DEPARTMENT OF JUSTICE 
LeGaAL AcTIVITIES AND GENERAL ADMINISTRATION 


Salaries and expenses, claims of persons of Japanese ancestry.—The 
committee recommends $1,560,000, the budget estimate, to provide 
for the payment of claims which have already been adjudicated or are 
expected to be adjudicated during the present fiscal year. 


GENERAL PROVISIONS 


The bill includes language as requested by the Department, author- 
izing the transfer from the appropriation “Salaries and expenses, 
Immigration and Naturalization Service, 1954”, of not to exceed 
$100,000 for ‘‘Fees and expenses of witnesses, 1954”’, and not to exceed 
$500,000 to the appropriation “Support of United States prisoners, 
1954”. Both of these appropriations are to a certain extent noncon- 
trollable. The requested authority to transfer not to exceed $350,000 
to the appropriation ‘Salaries and expenses, Bureau of Prisons” has 
been reduced by the committee to not to exceed $300,000. This 
additional amount is to provide funds with which to meet the cost of 
caring for an increase in the inmate population in excess of that which 
was estimated at the time the regular appropriation was granted. The 
request, as contained in House Document Number 351, for authority 
to transfer $165,000 to “Salaries and expenses, general administra- 
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tion” is also recommended. The committee was advised that 
$150,000 of this amount is to reimburse the Federal Bureau of Investi. 
gation for the cost of investigations over and above those for which it 
received funds in its regular appropriations and that $15,000 is to 
employ a temporary staff to enable the Department to clean up a 
backlog of cases to be evaluated under the security program by June 
30, 1954. 


DEPARTMENT OF COMMERCE 
OFFICE OF THE SECRETARY 


Aviation war risk insurance revolving fund.— The language requested 
in House Document No. 332 to permit the Secretary of Commerce 
to issue aviation war-risk-insurance binders, which would automati- 
cally provide insurance coverage on an outbreak of war, is not 
recommended, 


Civit ABRONAUTICS ADMINISTRATION 


Land acquisition, additional Washington airport—The committe 
recommends $34,541, the budget estimate, for payment of deficiency 
judgments rendered by the United States District Courts together 
with such amounts as may be necessary to pay interest as specified 
in such judgments. The committee was advised that condemnation 
proceedings were initiated by the Government in June 1951, to 
acquire approximately 1,031 acres of land from 63 property owners 
at Burke, Virginia. Final settlements in payment of land acquired 
under initial condemnation proceedings has been made with 43 of 
the 63 landowners within appropriation availability. Judgments have 
been rendered by the United States District Court of Virginia in 
favor of 11 of the other 20 landowners. The funds recommended 
herein are to pay the amounts certified to specific individuals. 


MaritTIME ACTIVITIES 


Operating-differential subsidies.—The bill includes $19,500,000 addi- 
tional for this item, a reduction of $10,000,000 in the budget estimate 
The sum of $55,000,000 has previously been appropriated for the 
current fiscal year, which together with the amount provided in this 
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bill makes a total of $74,500,000 available for payment of operating: | 


differential subsidies. The committee was advised that payments 


made from July 1, 1953, through January 31, 1954, totaled $55,816,372 | 


of which $15,537,420 was for vouchers paid for subsidy payable 
calendar years 1947-1952, and that $40,278,952 was for vouchers 
paid for subsidy payable calendar year 1953. Of the amount requested 
in this supplemental, $7,600,608 was for payments for the calendar 
years 1947 through 1952, $4,989,237 was applicable to the third 

uarter of calendar year 1953 and the remainder was applicable to 
the fourth quarter of calendar year 1953. 


a 
q 








that 
2S tl- 
h it 
3 to 
ip a 
une 


sted 
erce 
1ati- 

not 


tte 
Ney 
the 
ified 
tion 

to 
ners 
‘ired 
3 ot 
Lave 
a 
ded 


\ddi- 
1ate 
the 
this 
ting- 
ents 


Q79 


yore | 


rable 

shers 
sted 
ndar 
third 
le to 
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Bureau or Pusitic Roaps 


Federal-aid highways.—The committee recommends $55,000,000 
additional for this item which provides funds for reimbursement to 
States for the Federal share of the cost of work done on approved 
Federal-aid highway projects. The sum of $475,000,000 has already 
been appropriated for this purpose for the current year, and $1,390,000 
was carried over from prior appropriations which, together with the 
amount recommended herein, will make a total of $531,390,000 
available for the current fiscal year. 


ADVISORY COMMITTEE ON WEATHER CONTROL 


Salaries and expenses.—The request of $150,000 for the Advisory 
Committee on Weather Control to study and evaluate public and 
private experiments in weather modification has not been allowed. 
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CHAPTER IV 
TREASURY DEPARTMENT 
SUBCOMMITTEE 
GORDON CANFIELD, New Jersey, Chairman 
EARL WILSON, Indiana J. VAUGHAN GARY, Virginia 


BENJAMIN F. JAMES, Pennsylvania OTTO E. PASSMAN, Louisiana 
CHARLES W. VURSELL, Illinois ALFRED D. SIEMINSKI, New Jersey 


Bureau or Narcorics 


Salaries and expenses.—The supplemental request of the Bureau of 
Narcotics in the amount of $67,500 is to provide funds for the settle- 
ment of four Tort claims compromised in the United States District 
Court for the Eastern District of Texas. The claims result from an 
automobile accident in which a narcotics agent was held to be respon- 
sible. It is reported that the agent driving on a highway attempted 
to pass a vehicle in front of him and after pulling into the left hand 
lane saw an on-coming car without sufficient space to get back into 
the right hand lane of the highway. A head-on collision occurred in 
which the driver of the on-coming car was killed, the car severely 
damaged, and three passengers in the car seriously injured. Suit was 
filed against the Government by the widow of the deceased and by 
each of the three injured passengers in a total amount of $430,520. 

It is reported that the Department of Justice was of opinion the 
cases could not be defended successfully so with the approval of the 
District Court agreed to the settlements totaling $67,500, the amount 
here requested. 

Testimony disclesed that operations of the Bureau for the first six 
months of the current fiscal year proceeded at a rate in excess of 
previous estimates, as a result of which operating expenses of the dis- 
trict and field offices has been reduced by 20% for the third quarter 
to offset the increased rate of expenditure during the first two quarters. 
Should the present request not be granted it would require a further 
reduction in the operations of the Bureau for the remaining months 
of the current fiscal year. The committee does not feel, however, 
that funds already appropriated for carrying out the assigned func- 
tions of the Bureau should be diverted. 

The functions of the Bureau of Narcotics are such that the com- 
mittee does not approve of a reduction in its operations and are con- 
cerned because of the necessity for a reduction in its operations during 
the third quarter of the current fiscal year. The control of narcotic 
drugs and the prevention of violations of narcotic, marihuana and 
related laws is, in the opinion of the committee most impotrant. 

Under all the circumstances the committee recommends the appro- 
priation of the amount requested. 
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INTERNAL REVENUE SERVICE 


Salaries and expenses.—This supplemental request of the Internal 
Revenue Service in the amount of $3,600,000 covers, and is restricted 
to, postage costs to be paid to the Post Office Department under the 
provisions of Public Law 286, 83rd Congress, approved August 15, 
1953, which was enacted subsequent to the time consideration was 
given by the Congress to the requirements of the Service for funds for 
fiscal year 1954. The estimated amount of $3,600,000 represents 
postage charges at rates prescribed by the Post Office Department for 
handling approximately 140 million pieces of mail matter to be dis- 
patched during the period August 15, 1953, the effective date of 
Public Law 286, above mentioned, to June 30, 1954, the end of the 
fiscal year. 

In December, 1953, the Director of the Bureau of the Budget appor- 
tioned the funds available to the Internal Revenue Service on a basis 
which would indicate a necessity for a supplemental estimate. The 
action was reported to the Senate and House of Representatives as 
required by law. 

The program of the Internal Revenue Service which was approved 
by the Congress contemplates a steady increase in the number of 
enforcement personnel during the current fiscal year. It is reported 
in the hearings that there are presently on the rolls, or on commitment, 
1,141 more enforcement personnel than on July 1, 1953, the beginning 
of the current fiscal year. During the month of February, 1954, alone 
343 enforcement personnel were added. Should this request be denied 
the Service would have to suspend the hiring of additional revenue 
agents and collection officers, and cancel commitments for employing 
additional enforcement personnel. This would have the effect of 
reducing the amount of revenue collected during the remainder of 
fiscal year 1954, and since the organization would not be at the con- 
templated strength to start the fiscal year 1955, on July 1, 1954, 
would have a similar effect on the revenues collected during that 
fiscal year. 

In view of these circumstances the committee recommends for 
appropriation the amount of $3,600,000 as requested. 


UnITED States SECRET SERVICE 


The supplemental request for $85,000 to be made by transfer of 
funds from the appropriation title “Salaries and Expenses, Guard 
Force”, fiscal year 1954, to the appropriation title ‘Salaries and 
Expenses, United States Secret Service’ is for the purpose of per- 
mitting the payment of overtime to presently employed personnel for 
13 Saturdays to be worked during the months of April, May, and 
June, and per diem and transportation costs of approximately 20 
agents reassigned on a temporary basis for 91 days in order to complete 
the investigation of Federal employees under the security program set 
forth in the provisions of Executive Order 10450, dated April 27, 1953. 
The $85,000 found in the appropriation ‘Salaries and Expenses, 
Guard Force’’ fiscal year 1954, is held in reserve due to the transfer 
of activities, under the authority vested in the Secretary of the 
Treasury by Reorganization Plan No. 26 of 1950, subsequent to the 
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consideration and approval of the appropriation Act of 1954, whereby 
the salaries and related expenses of guards assigned to the armored 
truck company were transferred to the Bureau of Engraving and 
Printing. 

The committee is informed that if the request is granted it will be 
possible to substantially complete all investigations and make the 
necessary evaluations of any derogatory information by the end of 
the present fiscal year on June 30, 1954. It was further pointed out 
that it would be both impossible and impracticable to hire additional 
agents and clerks for a program of such short duration, approximately 
3 months. With this the committee agrees, and under all the cir- 
cumstances recommends the approval of the transfer language and 
authority as requested. 
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CHAPTER V 
LABOR-HEALTH, EDUCATION, AND WELFARE 


SUBCOMMITTEE 


FRED E. BUSBEY, Illinois, Chairman 


BEN F. JENSEN, Iowa JOHN E. FOGARTY, Rhode Island 
HAMER H. BUDGE, Idaho ANTONIO M. FERNANDEZ, New Mexi 


DEPARTMENT OF LABOR 
BurREAU OF EMPLOYMENT SECURITY 


Grants to States for unemployment compensation and employment 
service administration.—The bill mcludes $7,551,100 to supplement the 
$192,205,000 appropriated in the Labor and Health, Education, and 
Welfare Appropriation Act, 1954. The amount allowed is a reduc- 
tion of $6,948,900 from the request. The allowance will provide in 
full for the net basic expenses requested for workload increases in 
connection with unemployment compensation claims but disallows 
funds requested for State salary increases and for taking claims on a 
weekly basis rather than biweekly as is done presently. These mat- 
ters will be carefully considered in connection with the budget for 
1955 but the committee did not feel that there was sufficient show- 
ing of an emergency situation to reverse the basis on which the reg- 
ular 1954 bill was enacted less than one year ago. The amount al- 
lowed will require absorption of such relatively small incidental costs 
as the increase in expenditures for supplies, retirement contributions 
and postage reimbursement. 

Unemployment compensation for veterans.—The total request for 
this item was $20,500,000. The Second Supplemental Appropriation 
Act, 1954 contains $15,000,000 of the amount, thus the $5,500,000 
included in this bill represents full approval of the request. The 
committee has also included in the bill, requested language to provide 
funds, in June 1954, for advances to States for the purpose of making 
unemployment compensation payments to veterans during the first 
quarter of fiscal year 1955. Since the language also provides that 
such amounts will be charged against the 1955 appropriation, it will 
not result in more funds being appropriated than would be otherwise; 
however, it does guard against interruption of the program should 
the Appropriation Act for 1955 not be enacted before the latter part 
of June. The same language has been carried for several years in 
connection with other grant programs. 
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DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE 
Orrice or EpuUcATION 


Payments to school districts —The committee has allowed the full 
amount of the request for $5,850,000 which will bring to $72,350,000 
the total amount appropriated for fiscal year 1954. This amount is 
estimated by the Office of Education to be sufficient to pay 100% 
of the entitlements under Public Law 874. 


SoctaL Security ADMINISTRATION 


Salaries and expenses, Bureau of Old-Age and Survivor's Insurance.— 
The committee has allowed the full amount of $996,000 requested 
to cover the cost of penalty mail charges that must be borne by the 
Old-Age and Survivor’s Trust Fund under the provisions of Public 
Law 286 of the 83rd Congress. The committee would have been 
very hesitant to grant any part of this request were it not for the fact 
that the uncontrollable workload of the Bureau has increased sub- 
stantially over the estimates on which the original appropriation of 

2,750,000 for 1954 was based. To require the Bureau to absorb 
both the cost of penalty mail and the increased workload would, in 
the opinion of the committee, gravely endanger the proper handling 
of the claims of those entitled to benefits under the program. These 
funds are appropriated from the trust fund—not from the general 
funds of the Treasury. 

Grants to States for public assistance.—-The committee has allowed 
$57,300,000 of the $58,000,000 requested. The amount in the bill 
will cover 100% of the estimated requirements for benefit payments 
but will reduce by $700,000 the amount requested for State and local 
administration. The amount of $2,800,000 is allowed for the latter 
purpose, which will bring to $82,000,000 the total appropriated for 
this purpose for the fiscal year 1954. The committee has included a 
limitation in the bill with respect to the amount of $2,800, 000 and 
since the budget for 1954, which was appropriated in full in the 
Department of Health, Education, and Welfare Appeonriatiin Act, 
1954, includes $79,200,000 for the same purpose, the committee will 
expect the Department and the General Accounting Office to regard 
the total amount of $82,000,000 as a single limitation for the fiscal year 
1954. This amount is $285,427 more than actually used in 1953 when 
the workload was greater, and is exactly the same as the amount 
requested in the budget for 1955. 
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CHAPTER VI 
DEPARTMENT OF AGRICULTURE 
SUBCOMMITTEE 


H. CARL ANDERSEN, Minnesota, Chairman 


WALT HORAN, Washington JAMIE L, WHITTEN, Mississippi 
OAKLEY HUNTER, California CLARENCE OCANNON, Missouri 
MELVIN R. LAIRD, Wisconsin FRED MARSHALL, Minnesota 


Disaster Loan Revoivine Funp 


On July 31, 1953, Congress approved Public Law 175, which 
included $40,000,000 for emergency feed assistance to farmers and 
ranchers in designated drought areas throughout the country. The 
language included in the accompanying bill increases this fund to 
$50,000,000 to reimburse the President’s Disaster Relief Fund for 
advances made to the Secretary of Agriculture for furnishing hay to 
farmers and ranchers in the drought disaster States. In view of the 
continuing drought condition in certain areas of the country which 
may result in further demands on the President’s Disaster Relief 
Fund, it appears necessary to restore this amount as proposed in 
House Document No. 330. 

Language recommended subsequent to receipt of House Document 
No. 330, which would make the Peourtniat's Disaster Loan Revolv- 
ing Fund available to furnish assistance to States and local govern- 
ments for a program of wind erosion control, is not recommended. 
The committee feels that further consideration must be given to this 
proposal, since it goes far beyond the original program proposed. 

In view of the many unusual developments in this program and its 
growth beyond the size contemplated by Congress at the time of 
enactment of Public Law 175, the committee deems it advisable to 
review the background relative to the use of these funds. 

The budget estimate submitted a year ago included $50,000,000 
to be used to furnish livestock feed to eligible farmers and ranchers 
in the drought areas. This amount was requested to cover, (1) the 
difference between CCC’s purchase price of the feed and the sales 
price in the drought areas, and (2) the transportation and other 
expenses involved in distributing it to the stricken areas. 

The committee recommended—and Congress approved —a total of 
$40,000,000 for this purpose, with the proviso that this amount 
should also cover any hay feeding program which might be under- 
taken to supplement the funishing of feed concentrates. In its 
report, the committee stated ‘The committee feels that all emer- 
gency feed programs, including the furnishing of hay, in which the 
government is to participate should be financed from funds included 
in this bill for ‘emergency feed and seed assistance’.”’ 
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Last fall, two actions were taken which had the effect of altering 
this action of Congress. In November, the President directed th» 
Commodity Credit C orporation to furnish the feed supplies from its 
stocks without reimbursement from the $40,000,000 fund provided 
for that purpose. Also, in October, $10,000,000 was advanced ¢ 
the Secretary of Agriculture from the President’s Disaster Meli 
funds to cover an emergency hay feeding program which was under 
taken in cooperation with the twelve drought disaster states to sup p se. 
ment the feed concentrate program. 

Latest estimates indicate that the total cost of the combine 
emergency feeding program will run considerably higher than con. 
templated under Public Law 175. As of February 19 1954 obligations 
and commitments were in excess of $73,000,000; as follows: 


Losses on sales of CCC feed stoecks______- ee acme ee a0 
Freight, distribution and other costs_______- : Sccce” waren 
Advances to States for hay : Se ee anes ‘ = oa ), 728, 00 


Total 


Testimony from Den irtment of Keiodlture witnesses indicates 
that the program will probably cost in excess of $100,000,000 by next 
June 30, as follows: 

Losses on sales of CCC feed stocks $60, 000, 000 
Freight, distribution and other costs_______-_~- _.. 40, 000, 00 
Advances to States for hay 8, 650, 000 


Total... 108. 6! 50. 000 
Forest SERVICE 


Fighting forest fires—Due to the serious drought conditions through- 
out the country last summer and fall, the Forest Service experienced 
one of the worst fire seasons on record. The extreme deficiency of 
snowfall in certain portions of the West will create a further serious 
fire hazard this spring. 

The $4,500,000 deficiency recommended in the accompanying bil! 
will provide a total of $10,500,000 for emergency forest fire fighting g 
for the current fiscal year. Obligations through last January 31 were 
$9,133,480, which leaves a balance of $1,366,5 520 for the balance of the 
fiscal year. 

Commopiry Crepir CorRPORATION 


Administrative expenses—House Document No. 330 includes 
deficiency estimate of $3,000,000 for the administrative expenses of 
the Commodity Credit Corporation, for fiscal year 1954. The con- 
mittee recommends $2,000,000 for this purpose, based on actual obli- 
gations through February, 1954. This additional authorization 1s 
needed to handle the large increase in price support activities for 
wheat, corn, cotton, and dairy products during recent months and 
the heavy takeover of commodities expected this spring. The com- 
mittee recognizes the additional workload, but feels that the $2,000,000 
recommended will amply meet the situation. 
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Farm Crepir ADMINISTRATION 


The Farm Credit Act of 1953, approved August 6, 1953, reestab- 
lished the Farm Credit Administration as an independent agency and 
created the new Federal Farm Credit Board. The deficiency request 
of $140,000 submitted in House Document No. 330 covers, (1) the 
expenses of the twelve members of the new Board, (2) the establish- 
ment of a legal division to perform work formerly provided by the 
Solicitor of Agriculture, and (3) certain administrative and super- 
visory costs formerly carried by the Cooperative and Research 
Division of the Farm Credit Administration, which activity is now 
located in the Department of Agriculture. 

The Committee recommends $120,000 for this purpose. It does not 
feel that the Farm Credit Administration is justified in carrying the 
same administrative and supervisory force in existence at the time it 
was located in the Department of Agriculture, since its responsibilities 
have been reduced by the loss of the cooperative research function. 
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CHAPTER VII 
DEPARTMENT OF THE INTERIOR 
SUBCOMMITTEE 


BEN F. JENSEN, Iowa, Chairman 


IVOR D. FENTON, Pennsylvania MICHAEL KIRWAN, Ohio 
HAMER H. BUDGE, Idaho W. F. NORRELL, Arkansas 


GENERAL PROVISIONS 


An increase of $100,000 in the limitation on funds to be used for 
consulting services was proposed in the supplemental request. Lan- 
guage is included in the bill to increase the limitation by $60,000. 

This action will permit completion of an evaluation of bureau or- 
ganizations and activities by teams of specialists, including consult- 
ants, and make available a limited amount of funds for consulting 
service on specific technical problems. 
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CHAPTER VIII 
INDEPENDENT OFFICES 
SUBCOMMITTEE 


JOHN PHILLIPS, California, Chairman 


NORRIS COTTON, New Hampshire ALBERT THOMAS, Texas 
CHARLES R. JONAS, North Carolina GEORGE W. ANDREWS, Alabama 
OTTO KRUEGER, North Dakota SIDNEY R. YATES, Mlinois 


FrpEerRAL Power Commission 


The committee has included in the bill, language to increase the 
amount available this year for expenses of travel from $210,000 to 
$235,000. No additional appropriation is involved, but it will enable 
the Commission to make funds available from current appropriations 
for additional expenses of travel in connection with pressing field 
investigation work. 


Hovusine AND Home Finance AGENCY 


PUBLIC HOUSING ADMINISTRATION 


Annual contributions.—The committee recommends a supplemental 


appropriation of $10,800,000, which is a reduction of $200,000 in the 
budget request. This amount is in addition to $32,500,000 appro- 
priated for this purpose in the First Independent Offices Appropriation 
Act, 1954, and is necessary in order to pay contracts for annual contri- 
butions to local housing authorities on public housing units which 
have come into occupancy during this fiscal year and where payments 
are due before June 30. 

The attention of the Congress is directed to the cost of annual 
contributions, which is not always realized at the time public housing 
units are authorized. An appropriation is not required until several 
years after a project is initiated, but becomes a contractual obligation 
when the units are completed and occupied. As more and more 
public housing units come into occupancy the amount required for 
annual contributions will continue to increase. The trend is now 
clear and is set forth in the following tabulation of annual contribution 
appropriations made since 1950: 

$6, 651, 550 
7, 500, 000 
13, 600, 000 
29, 880, 000 


43, 300, 000 
69, 100, 000 


Tae Tax Court or THE UNITED STATES 


Salaries and expenses.—-There is included in the bill $25,000 for 
this purpose, which is the amount of the supplemental budget request. 
The need for an additional amount arises due to the enactment by 
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the Congress, during the last session, of laws providing for the retire- 
ment of judges, increased subsistence allowance for Federal Judges 
from $10 to $15 per day, and reimbursement to the Post Office 
Department of costs of penalty mail. These costs were not anticipated 
at the time the original budget estimates were prepared. 


VETERANS ADMINISTRATION 


Compensation and pensions.—The bill contains $215,000,000 for this 
item, the same amount as requested in the supplemental estimate. 
The Second Independent Offices Appropriation Act, 1954, contained 
an appropriation for this purpose in the amount of $2,246,291,000, 
which was a reduction of $300,000,000 in the estimated requirements 
for 1954. This supplemental restores $215,000,000 of the reduction, 
making the total amount available for 1954 $2,461,291,000, a net sav- 
ing of $85,000,000 in the estimate submitted prior to the beginning of 
the fiscal year. 

The committee received an extensive analysis of items in this pro- 
gram a year ago, which was taken into account in making the earlier 
reduction. Since that time a sample examination, made by the Gen- 
eral Accounting Office, of 1,000 case folders in the District of Columbia 
area, disclosed that overpayments to beneficiaries amounted to $21,460 
and underpayments amounted to $6,600. This examination of a com- 
paratively small number of cases in this area alone indicates this is a 
program which the Veterans Administration should review to deter- 
mine whether a veteran is receiving the benefit to which he is actually 
entitled under the laws and regulations, and that the law is fairly 
administered both for the benefit of eligible veterans and the govern- 
ment. The original determinations were made at the close of two 
world wars when they were necessarily completed as expeditiously as 
possible. A comprehensive review of papers in the files is urgently 
needed. In recommending such a review the committee emphasizes 
that there is no inclination to reduce any benefit to which a veteran 
is entitled. The expenditure for this program is immense and is in- 
creasing each year, and because of its very size such an examination is 
prudent and important. 

Servicemen’s indemnities.—The bill includes a supplemental amount 
of $7,000,000 for payments to beneficiaries of servicemen who die 
while on active service, or within a period of 120 days after separation 
from active service, as provided in the Servicemen’s Indemnity Act 
of 1951. This is the full amount of the supplemental estimate, and 
is in addition to $18,000,000 appropriated earlier in the 1954 fiscal 
year. It is impossible to predict with certainty the amount of 
benefits which will be payable and the need for additional funds at 
this time arises due to the Department of Defense recently declaring 
to be dead several thousand men who previously have been reported 
as missing in action. 
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CHAPTER IX 
CIVIL FUNCTIONS 
SUBCOMMITTEE 
GLENN R. DAVIS, Wisconsin, Chairman 
T, MILLET HAND, New Jersey CLARENCE CANNON, Missouri 


ELFORD A. CEDERBERG, Michigan LOUIS C. RABAUT, Michigan 
JOHN TABER, New York JOHN J. RILEY, South Carolina 


Locks AND Dams 1 AND 2, Green River, Ky. 


The committee recommends $800,000 for initiation of the recon- 
struction of locks and dams 1 and 2 on the Green River, Kentucky. 
This project is essential if the waterway is to handle increased coal 

shipments needed for the power plants furnishing power to the atomic 
energy plant at Portsmouth, Ohio. The project will result in savings 
to the Federal Government on coal purchases by the TVA as well as 

n AEC power supply contracts. 


Unirep States Section, St. LAWRENCE River Jornt Boarp 
oF ENGINEERS 


The Committee received an estimate of $245,000 for the operation 
of the United States Section, St. Lawrence River Joint Board of 
Engineers during fiscal years 1954 and 1955. This Board was estab- 
lished by Executive Order No. 10500 which also designated the 
Power Authority of the State of New York as the United States 
entity to construct jointly with the Canadian entity the power works 
in the International Rapids section of the St. Lawrence River. Pri- 
marily, the duties of the Board involve the review and approval of 
plans and specifications and construction works for the power pro- 
gram, including supervision to assure that construction is in accord- 
ance with the approved plans. At the present time it is expected 
that the Joint Board will be in existence for a period of at least six 
years during the construction of the power facilities. 

The functions and purpose of the Board are solely concerned with 
the construction of the aforementioned power works. In the con- 
struction of power projects or projects with power features it is the 
policy of the Federal Government to secure reimbursement for all 
Federal costs attributable to power from the power revenues of the 
project. A logical continuation of this policy would provide that the 
expenses of the United States Section of the St. Lawrence River Joint 
Board of Engineers be reimbursed to the Federal Government by 
the Power Authority who will derive the benefits from the construction 
of the project. Such has not been the case; neither the estimates sub- 
mitted to the Congress in House Document 330, 83d Congress, 2d 
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session, nor the license issued by the Federal Power Commission 
the Power Authority of the State of New York on July 15, 1953, and 
accepted by the Authority on November 3, 1953, make provision fo, 
this reimbursement. 

In recommending the funds requested, the Committee has there. 
fore, included language which makes the availability of these funds 
contingent upon an agreement between the United States Govern- 
ment and the construction entity of the United States to provide that 
the expenses of the United States section of the Board shall be reim- 
bursable to the Federal Treasury by the construction entity. . 
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CHAPTER X 
DEPARTMENT OF DEFENSE 


SUBCOMMITTEE 


RICHARD B. WIGGLESWORTH, Massachusetts, Chairman 


ERRETT P.SCRIVNER, Kansas GEORGE H. MAHON, Texas 
GERALD R. FORD, Jr., Michigan HARRY R, SHEPPARD, California 
EDWARD T. MILLER, Maryland ROBERT L., F, SIKES, Florida 
HAROLD C, OSTERTAG, New York 

ROMAN L. HRUSKA, Nebraska 


The bill includes transfer authority which will provide additional 
funds required for the payment of claims and for increased costs of 
retired pay. The total amount of $14,500,000 requested and approved 
for the above purposes is to be derived from the appropriation ‘‘Mili- 
tary Personnel, Marine Corps, 1954.” 

The additional requirement of $2,500,000 for claims principally 
results from increased military activity during the past three years, 
This amount supplements the regular appropriation of $6,000,000. 
The amount of $12,000,000 approved for retired pay is necessary in 
order to provide for approximately 4,000 additional annuitants not 
provided for in the regular act. This estimated increase in annui- 


tants results primarily from the reduced force goals which are gradu- 
ally being placed into effect. The amount supplements $375,000,000 
currently available for this purpose. 





FOREIGN AID 
GENERAL AND TEMPORARY ACTIVITIES 
SUBCOMMITTEE 


JOHN TABER, New York, Chairman 


RICHARD B, WIGGLESWORTH, Massachusetts J. VAUGHAN GARY, Virginia 

H. CARL ANDERSEN, Minnesota JOHN J. ROONEY, New York 
IVOR D, FENTON, Pennsylvania OTTO E. PASSMAN, Louisiana 
NORRIS COTTON, New Hampshire CLARENCE CANNON, Missouri 
GLENN R. DAVIS, Wisconsin 

GERALD R. FORD, Jr., Michigan 

CLIFF CLEVENGER, Ohio, Temporarily assigned 


Funps APPROPRIATED TO THE PRESIDENT 


REFUGEE RELIEF 


The Supplemental Appropriation Act, 1954, contained $3,000,000 
for the operation of this program aoe March 31, 1954. The 
committee received testimony in connection with the request of 
$1,560,000 additional for this program as contained in House Docu- 
ment Number 330. However, an analysis of the obligations incurred 


to date and the present rate of obligations indicate that no additional 
funds will be required during the present fiscal year and therefore the 
request is not approved. Testimony before the committee revealed 
that the total obligations for the present fiscal year up to March 5, 
1954, was $672,968, which leaves the sum of $2,327,032 available for 
obligation between March 5 and June 30, 1954. The projected and 
planned obligations furnished the committee in February showed that 
it was estimated that $642,000 would be obligated during that month 
whereas the actual obligations for February and the first five days of 
March were $128,787. 
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LIMITATIONS AND LEGISLATIVE PROVISIONS 


The following limitations and legislative provisions not heretofore 
carried in connection with any appropriation bill are recommended: 

On page 6, line 11, in connection with Working Capital and Con- 
gressional Printing and Binding, Government Printing Office: 


inex pe nded balances of all appropriations to the Government Printina Office 

Working capital and congressional printing and binding’, for the fiscal years 

hrough 1951 shall be available, without regard to fiscal year limitations, for 

ent of claims settled by the General Accounting Office in favor of employees and 
. . ‘ . , 

r employees of the Government Printing Office for additional compensation on 


int of service rendered during the fiscal years 1942 through 1951 


On page 15, line 6, in connection with United States Section, 
Saint Lawrence River Joint Board of Engineers: 


Provided further, That no part of these funds shall be obligated until agreement has 
entered into, by the United States Covernment and the United States entity 
thorized to construct the power works in the International Rapids section of the 
Lawrence Fiver, providing for the reimbursement of the expenditures of the 
ted States section of this Board by the construction entity. 








s3p Congress (| HOUSE OF REPRESENTATIVES § REPOR1 
2d Session \ ( No. 1373 


CH. 
CONSIDERATION OF H. R. 8097 


Marcu 19, 1954 Referred to the House Calendar and ordered to be printed 


\lr. Brown of Ohio, from the Committee on Rules, submitted the 
following 


> Ty’ > 
REPORT 
[To accompany H. Res. 479] 
The Committee on Rules, having had under consideration House 


Resolution 479, report the same to the House with the recommenda- 
tion that the resolution do pass. 


O 








3p CONGRESS l HOUSE OF REPRESENTATIVES j REPORT 
id Session \ ) No. 1374 


CONSIDERATION OF H. R. 8152 


Marcu 19, 1954.—Referred to the House Calendar and ordered to be printed 


\ir. Brown of Ohio, from the Committee on Rules, submitted the 
following 


[To accompany H. Res. 480] 
The Committee on Rules, having had under consideration House 


Resolution 480, report the same to the House with the recommenda- 
tion that the resolution do pass. 


O 








S3p CONGRESS t HOUSE OF REPRESENTATIVES § Report 


e 


Id Session 


AUTHORIZING THE SALE OF CERTAIN LAND IN ALASKA TO THE 
NINILCHIK HOSPITAL ASSOCIATION, OF NINILCHIK, ALASKA, 
FOR USE AS A HOSPITAL SITE AND RELATED PURPOSES 


MarcH 22, 1954.—Committed to the Committee of the Whole House and ordered 
to be printed 


Mr. Mitcer of Nebraska, from the Committee on Interior and 
Insular Affairs, submitted the following 


REPORT 


[To accompany H. R. 2009] 


The Committee on Interior and Insular Affairs, to which was 
referred the bill (H. R. 2009) to authorize the sale of certain land in 
Alaska to the Ninilchik Hospital Association, of Ninilchik, Alaska, 
for use as a hospital site and related purposes, having considered the 
same, reports favorably thereon with amendments and recommends 
that the bill, as amended, do pass. 

The amendments are as follows: 

Page 1, line 8, following the word ‘purposes,’ insert the words 
“and for so long as same is devoted to such use by said association, 

Page 2, line 6, strike the figure “$1.25” and insert in lieu thereof 
the figure “$10.00’’. 

Page 2, line 14, strike the period, insert in lieu thereof a colon, and 
add the following: 


Provided further, That said conveyance shall not be made unless or until said pro- 
posed grantee shall have complied with all applicable statutes and regulations of 
the Territory of Alaska pertaining to associations of the general class of said 
proposed grantee. 


Page 2, following line 14, add the following new sections: 


Src. 3. Notwithstanding any of the provisions of this Act, the Secretary shall 
convey the lands to the Ninilchik Hospital Association of Ninilchik, Alaska, only 
if the Hospital pays the price fixed by the Secretary within five years after notifi- 
cation by the Secretary of the price. 

Sec. 4. If, at any time following conveyance of such lands to the Ninilchik 
Hospital Association, the Secretary of the Interior makes a determination that 
the Association or its successors is no longer using such lands for the purposes 
specified in section 1 of this Act, title to the lands conveyed shall revert to the 
United States. This reverter provision, however, shall cease to be in effect as to 
such lands 25 years after issuance of patent therefor. 
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AUTHORIZE SALE OF CERTAIN LAND IN ALASKA 


EXPLANATION OF THE BILL 


_H. R. 2009 authorizes the Secretary of the Interior to sell to the 
Ninilchik Hospital Association, of Ninilchik, Alaska, for use as q 
hospital site and related purposes, 5 acres of unoccupied public land 

The bill has been amended to provide: (1) that the land shall be 
sold at an appraised value of not less than —— acre, to be fixed by 
the Secretary of the Interior; (2) the hospital association must. pa) 
the price fixed by the Secretary within 5 years after notification of 
said price; (3) the association must have complied with all applicable 
lerritorial statutes and regulations pertaining to associations of its 
general class; and (4) title shall revert to the United States if the 
association fails to use the land at any time within the next 25 years 
for the purpose specified in the bill. 

The Ninilechik Hospital Association is a nonprofit corporation with 
a membership of 103 as of October 22, 1953. The association desires 
first to erect a small building which may be used by visiting doctors 
and dentists, and then eventually to construct a hospital for the benefit 
of the residents of Nimilchik and the surrounding area. The land 
desired, while not yet classified by the Department of the Interior, 
is located in an area which is largely elassified for leasing and sale of 
small tracts for recreational, residence, and business site use. 

The Department of the Interior has no objection to the enactment 
of H. R. 2009. ‘The Department’s report follows in full: 

DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., March 11, 1954 
Hon. A. L. Mi.uer, 
Chairman, Committee on Interior and Insular Affairs, 
House of Representatives, Washington, D. C. 

My Dear Dr. Miter: This is in reply to the request of your committee for 
a report on H. R. 2009, a bill to authorize the sale of certain land in Alaska to 
the Ninilchik Hospital Association, of Ninilchik, Alaska, for use as a hospital 
site and related purposes. 

I have no objection to the enactment of this bill if amended as suggested in 
this report, 

H. R. 2009 would direct the Secretary of the Interior to convey to the Ninilchik 
Hospital Association the NE}NEMSE}4SW4 and the NW44NE4SE48SW34, sec 
34, ‘TT. 18., R. 14-W., Seward meridian, Alaska, containing 5 acres. This bill 
provides that the tract shall be sold at a reasonable appraised price but not less 
than $1.25 per acre and that the coal and other mineral deposits shall be reserved 
to the United States. The conveyance would exclude any land covered by a 
valid existing right initiated under the public land laws. 

The tract of land covered by H. R. 2009 is within an area of public land which 
was withdrawn for classification and in aid of proposed legislation by Public 
Land Order 585, dated April 14, 1949. Much of this particular area has been 
classified for leasing and sale of small tracts of the lands for recreational, residence, 
and business site use under the act of June 1, 19388 (43 U. 8. C., 1946 ed., sec 
682a). The particular tract affected by H. R. 2009 has not yet been classified 
for small-tract use. 

There is enclosed a copy of a letter dated October 22, 1953, from the Ninilchik 
Hospital Association describing its organization, plans, and purposes. 

This bill should be amended, however, to put some limit on the time within 
which the lands may be purchased under the bill, in order to avoid any possibility 
of the lands being tied up indefinitely. 

L-suggest therefore that the following section be added to the bill. 

“Sec. 3. Notwithstanding any of the provisions of this Act, the Secretary shall 
convey the lands to the Ninilchik Hospital Association of Ninilchik, Alaska, only 
if the hospital pays the price fixed by the Secretary within five years after notifica- 
tion by the Secretary of the price.”’ 
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AUTHORIZE SALE OF CERTAIN LAND IN ALASKA 


The Bureau of the Budget has advised that there is no objection to the submis- 
on of this report to your committee. 
Sincerely yours, 
Orme LEwIs, 
Assistant Secretary of the Interior. 
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NINILCHIS Hospirat ASSOCIATION, 
Ninilchik, Alaska, October 22, 195 


weLL M. Puckett, 
Regional Administrator, Bureau of Land Management, 
Anchorage, Alaska. 
Dear Mr. Pucxert: We are pleased to give you the information vou request 
vour letter of October 5. 
corporation number is 


We definitely are a nonprofit organization 
D and a copy of our articles of incorporation is on file both in Juneau and in 


LO 


in fact, our 
454 
Anchorage. 
Our main purpose is to foster, develop, and promote better 
ind sanitary facilities throughout the community Inasmuch as there is no place 
ra doctor or dentist to stop at the present time, that is to be our first project 
lo have material on hand to begin the construction of a building and are just 
vaiting for a suitable location. 
Our funds are certainly not adequate to start a big program at this time 
As soon & 


ough we do have the membership fund and a membership of 103 
to work on and can go ahead 


medical, dental, 


"i 
We 


ve have a location, we will have something concrete 
ner months 


from there. We have of necessity been at a standstill during the s 


as we are predominantly a fishing community. 
Feel free to ask for information at anv time, and we will 
modate you. 
Very truly yours, 
Marion A. Blosso 
Mrs MARION 4 BLOSSOM 


Secretar y- Tre¢ “rer 


do our Dest to accom- 


Enactment of H. R. 2009, as amended, is unanimously recommended 
by the Committee on Interior and Insular Affairs. 











s3o0 Congress ({ HOUSE OF REPRESENTATIVES { REPORI 
’ I Nesston j : ! No. 1376 


\UTHORIZING THE SECRETARY OF THE INTERIOR TO SELL CER- 
rAIN LAND TO THE BOARD OF NATIONAL MISSIONS OF THI 
PRESBYTERIAN CHURCH IN THE UNITED STATES OF AMERICA 


aren 22, 1954.—Committed to the Committee of the Whole House and ordered 


to be printed 


\ir. Mituer of Nebraska, from the Committee on Interior and 
Insular Affairs, submitted the following 


REPORT 


> 


(To accompany H R. 2016] 


The Committee on Interior and Insular Affairs, to whom was 
eferred the bill (H. R. 2016) to authorize the Secretary of the Interior 
to sell certain land to the Board of National Missions of the Presby- 
terian Church in the United States of America, havine considered 
the same, reports favorably thereon with amendment and recommends 
that the bill do pass. 

The amendment is as follows 

Page 3, line 4, change the period to a comma and add the words 
“plus the cost of survey”’ 


EXPLANATION OF THE BILL 


H. R. 2016 would permit the Board of National Missions of the 
Presbyterian Church in the United States of America to buy approxi- 
mately 0.68 acre of federally owned land in Anchorage, Alaska, which 
the board is now utilizing under a use permit. 

The purchase price would be the appraised value of the property, 
exclusive of any increased value resulting from developments or im- 
provements made by the board. At the suggestion of the Depart- 
ment of the Interior, the bill has been amended to provide that the 
board also shall pay the cost of survey, inasmuch as the land is unsur- 
veyed. 

The land covered by this bill has been held in reserve by the 
Alaska Railroad. The board has occupied the land under permit for 
several years and has erected a church and the pastor’s home. The 
board now desires to construct improvements and is reluctant to 
proceed until it obtains title to the property. 
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2 SELL CERTAIN LAND TO THE PRESBYTERIAN CHURCH 


The committee is informed that the Alaska Railroad contemplates 
» use of the property and approves the passage of the bill. Th, 
favorable report of the Department of the Interior follows: 


DEPARTMENT OF THE INTERIOR, 
OFFIGE OF THE SECRETARY, 
Washington, D. C., March 9, 1954 
Hon. A. L. MiLuEr, 
Chairman, Committee o Interior and Insular Affairs, 


’ - 7 


la e ot Kepresenta es, Wash ngton, Da; 


Vy Dear Dr. Mitier: This is in reply to the request of your committee fo; 
a report on H. R. 2016, a bill to authorize the Secretary of the Interior to sel] 
rtain land to the Board of National Missions of the Presbyterian Church in th 





{ ited Sta S Americ: 
[ have no objection to the enactment of this bill, but suggest the adoption of a 
nor amendment to the bill 
H. R. 2016 would direct the Secretary of the Interior to convey to the Board 


National Missions of the Presbyterian Church in the United States of America 
r church purposes certain unsurveyed lands described in the bill as the north- 
asterly half of block 10 of the East Government Hill Subdivision at Anchorage 
\laska, cot iprising lots 7, 8, 9, and 10 of block 10 
ese lands appear to be located in the Alaskan Railroad terminal reserve just 
north of the subdivided portion of the townsite of Anchorage. These lands wer 
reserved under the act of Mareh 12, 1914 (48 U.S. C., 1946 ed., see. 304) whi 
authorizes the President to reserve lands for stations, terminals, and other railroad 
purposes 

lhe Board of National Missions, which is known to be a highly responsibk 
organization, has occupied this land under permit from this Department for 
everal vears We understand that a church and the pastor’s home have beer 
erected on the land hese improvements are valued at about $25,000. Ther 
appears to be no reason therefore why the board should not be permitted Lo acquire 
title to the lands. 

H. R. 2016 provides that the purchase price for each lot shall be the appraised 
value of such lot, exelusive of any increased value resulting from the development 





or improvement of the lot by the board Since the tract is unsurveyed, the bil 
should be amended to include the cost of the survey in the price to be paid by the 
oard. I theref re reco e d that the pe riod on page 3. line { of the bill hy 
changed to a comma and the following language inserted immediately after the 
comma: “plus the cos survey.” 


(he Bureau of the Budget has advised that there is no objection to the su 
mission of this report to your committec 
Sincerely yours 
Orme Lewis, 
Assistant Secretary of the Interior. 


Enactment of H. R. 2016 as amended is unanimously recommended 
by the Committee on Interior and Insular Affairs. 
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XPRESSING THE SENSE OF CONGRESS THAT THE SANITARY 

NGINEERING CENTER, CINCINNATI, OHIO, SHOULD BE 
KNOWN AS THE ROBERT A. TAFT SANITARY ENGINEERING 
CENTER 


rcH 22, 1954.—Referred to the House Calendar and ordered to be printed 


\ir. Donpmro. from the Committee on Public Works, submitted the 
following 


REPORT 


[To accompany H. Con. Res. 214] 


The Committee on Public Works, to whom was referred the resolu- 
ion (H. Con. Res. 214) expressing the sense of Congress that the 
Sanitary Engineering Center, Cincinnati, Ohio, should be known as 

: Robert A. Taft Sanitary Engineering Center, having considered 
tie same, report favorably thereon without amendment and recom- 
end that the resolution do pass. 

The Committee on Public Works considered the resolutions by 

as Hess of Ohio (H. Con. Res. 215) and by Mr. Scherer of Ohio 

. Con Res. 214), which are identical measures, and voted to report 
he resolution of Mr. Scherer who is a member of the committee. 

“The S Sanitary Engineering Center is a new laboratory facility espe- 

inlly designed for the use of the Public Health Service in connection 
vith the research and study of pollution of interstate waters and the 
training of personnel in work related to the control of pollution of 
such waters. This center has been constructed and is located in the 
city of Cincinnati in the State of Ohio. It is to be dedicated by the 
Department of Health, Education, and Welfare on April 8 and 9, 1954. 

The purpose of House Concurrent Resolution 214 is to have the 
Sanitary Engineering Center known and designated as the Robert A. 
Taft Sanitary Engineering Center, in honor of the late Senator from 
Ohio, Robert A. Taft, and dedicated as a memorial to his distinguished 
publie service. 

The new research laboratory, the only one of its kind in the world, 
was authorized in the Water Pollution Control Act approved June 

, 1948, which was sponsored by Senator Taft. It seems altogether 
fitting « and proper, therefore, that this building should bear his name. 
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2 THE ROBERT A. TAFT SANITARY ENGINEERING CENTER 


The unselfish record of service rendered by Senator Taft to th 
Nation and especially on behalf of the State of Ohio, which he rep: 
sented with great ability and distinction, deserves to be acclaimed 
and remembered in a suitable manner. Therefore, in honor of Robert 
A. Taft, and in recognition of his many achievements, performed 
generously, with genuine humility, and at great personal sacrifice, 
this facility to benefit mankind, should be known and designated as 
the Robert A. Taft Sanitary Engineering Center. 

The committee is advised that the proposal has the united support 
of numerous interested groups and individuals throughout the Stat» 
of Ohio. The committee is privileged and honored to recommen 
passage of this resolution. 

A communication received from the Secretary of Health, Education, 
and Welfare, in support of the concurrent resolution, is set forth 
below. 


Marcu 16, 1954. 
Hon. JosepH W. Martin, Jr., 
Spe aker of the House of Representatives, 
Washin jion 245, dD. C 


Dear Mr. Speaker: As vou know there has just been completed at Cincinnati, 
Ohio, a new laboratory facility especially designed for engineering research on 
health-related problems of our rapidly changing technology. This center is the 
only one of its kind in the Nation; it will be operated by the Public Health Service 
of this Department. 

Senator Robert A. Taft, during his long and distinguished career, was active in 
many phases of public health, including this development in his home community 
He was | of the 2 sponsors of the Water Pollution Control Act of 1948, under which 
was authorized the construction of this much needed facility. 

We are considering designating this structure ‘“‘The Robert Alphonso Taft 
Sanitary Engineering Center.’’ We feel that such recognition would be proper in 
view of Senator Taft’s long interest in the purposes for which the building was 
constructed. 

Formal dedication of the new building is scheduled for April 8, 1954. I am 
writing to you with the thought that the Congress may wish to memorialize the 
designation of this structure by appropriate action, such as a joint resolution. 

A similar communication is being sent to the Honorable William F, Knowland, 
majority leader of the Senate. 

Sincerely yours, 


Oveta Cup Hopssy, Secretary 
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FEDERAL LAND BANK PURCHASES OF FEDERAL FARM 
MORTGAGE CORPORATION ASSETS 





Yommitted to the Committee of the Whole House on the 
State of the Union and ordered to be printed 


nd Marcu 22, 195 


Ti, —_— 


th 


Mr. Hops, from the Committee on Agriculture, submitted the following 


REPORT 


on [To accompany H. R. 6711] 


he 


ice 


The Committee on Agriculture, to whom was referred the bill 
oS 


in (H. R. 6711) to further amend section 13 of the Federal Farm Loan 

ty Act, as amended, to authorize the Federal land banks to make a bulk 

ich yurchase of certain remaining assets of the Federal Farm Mortgage 
| £ gag 


Corporation, having considered the same, report favorably thereon 
in without amendment and recommend that the bill do pass. 


- STATEMENT 
air 


ae The purpose of the legislation is to facilitate the orderly liquidation 


nd, of the loans and related assets of the Federal Farm Mortgage Corpora- 
tion, and thereby place this Corporation in a standby position. This 
would be accomplished by empowering each Federal land bank to 
contract with the Corporation for the bulk purchase of certain remain- 
ing assets of the Corporation situated in the bank’s chartered territory. 

The legislation is in the interest of good administration. 

It in no way modifies the responsibilities the Government has as- 
sumed in the farm mortgage field. The purchase and transfer of assets 
would not disturb the present convenient arrangement for remaining 
borrowers of the Corporation who would continue to deal with their 
national farm loan associations as in the past. 

Moreover, the legislation preserves the complete structure of the 
Federal Farm Mortgage Corporation: (1) To have it available so that 

its financial authority may be utilized to assist temporarily in financing 

the Federal Land Bank System, if that should again be necessary; (2) 

to permit the Corporation to complete its part in the disposal of its 

reserved mineral interests as required by Public Law 760 of the 81st 

Congress; and (3) to preserve a ready means of financing Land Bank 
42006 
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2 PURCHASE OF FEDERAL FARM MORTGAGE CORPORATION ASSETS 


Commissioner loans if it again becomes necessary for the Congress tp 
reauthorize such loans. 

The Federal Land Bank System was established in 1916 by Public 
158 of the 64th Congress. This act authorized long-term farm 
real estate loans operating through 12 district land banks which j) 
turn operated through cooperatively owned National Farm Loay 
Associations. 

In 1933, to meet a severe credit crisis in agriculture, Congress 
passed the Emergency Farm Mortgage Act. This authorized farm 
real estate loans on » broader base than were provided under the 
existing Federal Land Bank System. The administrative head of 
the Land Bank System, carrying the title of Land Bank Commissioner. 
was designated the responsible administrative agent and thereby thy 
new loans came to be known as Land Bank Commissioner loans. 

The Federal Farm Mortgage Corporation, a wholly Government 
owned corporation, was created January 31, 1934, by an Act of 
Congress known as the Federal Farm Mortgage Act. This act pro- 
vided that the capital of the Corporation should be $200 million and 
that the Corporation should have power to issue and have outstanding 
at one time $2 billion in bonds fully and unconditionally guaranteed 
as to principal and interest by the United States, to purchase such 
bonds in the open market at any time at any price, to purchas: 
Federal land bank bonds or to exchange bonds of the Corporation for 
consolidated farm-loan bonds of Federal land banks of equal fac 
value, to make loans to Federal land banks on specified security and 
to invest its funds in Land Bank Commissioner loans. 

The Federal land banks made loans not to exceed 50 percent of the 
appraised value of farmland plus 20 percent of the insured value of 
farm buildings. Under the new system loans were made by the 
Land Bank Commissioner up to 75 percent of the normal value of the 
farm, including the farm buildings. 

The loaning experience and trained personnel of the Federal Land 
Bank System were employed in administration of the Land Bank 
Commissioner loans. The Federal Farm Mortgage Corporation never 
has had any direct employees of its own. 

The Land Bank Commissioner was authorized to make loans on 
behalf of the Corporation through July 1, 1947, when the authority 
for Commissioner loans, other than to refinance existing loans, expired 
Meanwhile, by an act of Congress June 30, 1945, the base for Federal 
land bank loans was broadened to not to exceed 65 percent of the 
normal agricultural value of farms. Congress, in the same act, author- 
ized the land banks to buy assets of the Corporation, with certain 
restrictions. The land banks, as of December 31, 1953, had 318,450 
loans outstanding for a total of $1,180 million. Lending funds of the 
land banks comes from the sale to the public of consolidated bonds of 
the 12 banks, not guaranteed by the Government either as to principal 
or interest. The Federal Government subscribed to original and sub- 

sequent capital in the Federal Land Bank System. This has been 
completely repaid and the sytem now is fully owned by the National 
Farm Loan Associations which in turn are fully owned by member 
borrowers. 

Frém the beginning of the Federal Farm Mortgage Corporation to 
July 1, 1947, and ine luding a few refinancing loans made subsequently, 
679,820 Land Bank Commissioner loans were made for a total of 
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$1,217,941,404. The Corporation in its lifetime not only has returned 
to the Federal Treasury the original $200 million capital (with the 
exception of $10,000 re tained to preserve the stockholder interest of 
the Government) but has paid into the Treasury dividends amounting 
to $127 million. 

Since July 1, 1947, the Federal Farm Mortgage Corporation has 
made marked progress in collecting its outstanding loans so that total 
assets of the Corporation now amount to only about $19 million. The 
Federal land banks through the national farm loan associations have 
serviced these loans on a contract basis. The Corporation now is 
confronted with the early prospect that its interest income on the 
remaining loans will not meet the servicing costs. Absorption of this 
business by the land banks would be in the interest of more efficient 
service. 

H. R. 6711 authorizes the Federal land banks to purchase—in bulk 
instead of piecemeal—the mortgages representing the security for 
these loans. Certain restrictions on transfer of these mortgages, in 
the 1945 act, are removed. 

Your committee recommends passage of this legislation in the 
interests of good administration, while maintaining intact the com- 
plete structure of the Federal Farm Mortgage Corporation. 


DEPARTMENTAL VIEWS 


\ copy of the letter from the Secretary of Agriculture transmitting 
this legislation for the consideration of the Congress follows: 


Unirep States DEPARTMENT OF AGRICULTURE, 
Washington, D. C., July 23, 1953. 
f SPEAKER, 
House of Representatives, 

Dear Mr. Sreaker: There is enclosed a draft of a proposed bill entitled “To 
further amend section 13 of the Federal Farm Loan Act, as amended, to authorize 
the Federal land banks to make a bulk purchase of certain remaining assets of the 
Federal Farm Mortgage Corporation.’ 

The objective of this bill is to accelerate the liquidation of the loans and related 
assets of the Federal Farm Mortgage Corporation and thereby place it in a standby 
position. This purpose would be accomplished by empowering each Federal 
land bank to contract with the Corporation for a bulk purchase of all remaining 
assets of the Corporation situated in the bank’s chartered territory, except cash, 

sounts receivable, and reserved mineral interests. The purchase price of notes, 
purchase money mortgages, and real-estate sales contracts would be their unpaid 
balance, with accrued interest, at date of purchase. The purchase price of other 
remaining assets (including real estate, loans in foreclosure, judgments, ete. 
would be their fair market value as determined by agreement. Each bank would 
assume the liabilities of the Corporation for future payment funds of borrowers 
and trust accounts applicable to the assets it purchased and the amount of such 
assumed liabilities would be deducted from the purchase price. To recognize 
differing costs, as among districts, of servicing such assets until collected in full, 
and a reasonable risk factor, the banks would pay for the assets in stipulated 
amounts over a period of not more than 10 years, the exact terms varying as 
between banks, and, for reasons discussed later, they would not be charged interest 
on the purchase price. Under existing law, the purchased notes, purchase money 
mortgages, and real-estate sales contracts would be eligible to be used by the 
Federal land banks as collateral for farm loan bonds whenever the unpaid balance 
was not in excess of 65 percent of the appraised normal value of the farm. 

The accounts receivable of the Corporation other than those related to loans 
are negligible and can be liquidated expeditiously. Its reserved mineral interests 
are now being sold under Public Law 760, 8lst Congress (64 Stat. 769) and any 
not sold prior to September 6, 1957, will be transferred ther2after to the Depart- 
ment of the Interior as required by that act. Thus, with the aid of this bill 
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complete liquidation of the assets of the Corporation would be accomplished 
within 10 years. 

At present, the Federal Farm Mortgage Corporation has authority to sell its 
assets, except reserved mineral interests, to the Federal land banks (12 U. §. ¢ 
1020a, 1020d). The Federal land banks, however, may purchase only certain 
of such assets and then only under the restrictions imposed by 12 U. 8. ©, 78] 
“Eighth.” In brief, the principal restrictions are: (1) That no note and mort- 
gage, purchase money mortgage, or contract may be purchased by the bank 
unless the unpaid balance of the indebtedness represented or secured thereby 
together with any indebtedness to the Federal land bank secured by a prior mort- 
gage on the property does not exceed 65 percent of the normal value of the farm 
as determined by appraisal; and (2) the borrower must become a member of the 
local national farm loan association and subscribe to its stock in such amounts 
as meet the requirements of the law. Under this restricted authority conferred 
June 30, 1945, the land banks through December 31, 1952, have purchased 
68,836 items aggregating $92,992,618. However in view of the restrictions mep- 
tioned abov? and the fact that the borrowers generally are not required to make 
this conversion, the possibility of additional purchases in substantial amounts 
under this existing authority is remote. Hence, the broader authority contained 
in this bill is necded if the complete liquidation of the loans and related assets of 
the Corporation is to be achieved in approximately 10 years, without imposing 
any undue risks upon the Federal land banks. 

In considering this suggested legislation a brief synopsis of the powers, authori- 
ties, and operations of the Corporation from organization to the present time 
may be helpful. The Federal Farm Mortgage Corporation is a wholly owned 
Government corporation created on January 31, 1934, by an act of Congress known 
as the Federal Farm Mortgage Act which provide’ among other things that th 
capital of the Corporation should be in the amount of $200 million; and that th: 
Corporation should have power to issue and have outstanding at one time $2 
billion of bonds fully and unconditionally guaranteed as to principal and interest 
by the United States, to purchase such bonds in the open market at any time and 
at any price, to purchase Federal land bank bonds or to exchange bonds of the 
Corporation for consolidated farm loan bonds of the Federal land banks of equal 
face value, to make loans to Federal land banks on specified security, and to invest 
its funds in Land Bank Commissioner loans. As its capital the Corporation 
acquired the loans made by the Land Bank Commissioner under the authority 
of the Emergency Farm Mortgage Act of 1933 and the unexpended balance of the 
funds made available to the Commissioner for making mortgage loans. The 
Land Bank Commissioner was authorized to make loans on behalf of the Corpora- 
tion through July 1, 1947, when the authority to make Commissioner loans, other 
than to refinance existing loans, expired. Land Bank Commissioner loans fall 
into two major groups; the second mortgage Commissioner loans made jointly 
with the land bank first mortgage loan to provide loans to farmers up to 75 per- 
cent of the appraised normal value of the farm; and first mortgage Commissioner 
loans which were made up to 75 percent of the normal value of farm real estate 
which ordinarily was not acceptable as security for Federal land bank loans 

The Corporation has never had any direct employees but has used on a reim- 
bursable basis the services of such agencies as the Farm Credit Administration, 
the Treasury Department, and the Federal Reserve banks in handling its transac- 
tions. As specifically authorized by the Congress, the Corporation has used the 
services of the Federal land banks and the national farm loan associations in 
making and servicing Commissioner loans. Since the Federal land banks and 
the national farm loan associations constitute an experienced nationwide farm 
mortgage credit system in touch with local problems and familiar with local 
customs and laws affecting farm mortgage loans, they were given rather wide 
discretion in formulating policies and procedures for the making and servicing 
of these loans. From organization to July 1, 1947, and including a few refinanc- 
ing loans made subsequently, 257,706 first mortgage Commissioner loans were 
made for $422,523,697 and 422,114 second mortgage Commissioner loans for 
$795,417,707 or a total of 679,820 loans for $1,217,941,404. Since the expiration 
of the statutory authority to make Land Bank Commissioner loans on July 1, 
1947, the Federal Farm Mortgage Corporation has made marked progress in 
collecting its outstanding loans in an orderly manner. All bonds issued by the 
Corporation have been called for redemption and funds deposited with the 
Treasury for their payment and the original capital stock of $200 million provided 
by the United States has been retired with the exception of $10,000 which has 


been retained to preserve the stockholder interest of the Government. Further- 
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more, the authority of the Corporation to issue bonds guaranteed by the United 
States has been reduced since 1949 by annual appropriation acts from $2 billion 
to $500 million. By December 31, 1952, the gross assets of the Corporation were 
reduced to $26,476,083 and since the liabilities were relatively small its balance 
sheet reflected earned net worth of $26,105,569. The reduction in the net worth 
of the Corporation has inured to the Treasury of the United States under the 
provisions of Public Law 860, 80th Congress, approved June 30, 1948 (62 Stat. 
1191), and subsequent appropriation acts pursuant to which the Corporation has 
declared and paid into the general fund of the Treasury dividends amounting to 
$121 million by April 30, 1953. 

During the years subsequent to July 1, 1947, contracts have been entered into 
with the Federal land banks on a yearly basis whereby the banks, and through 
the banks the national farm loan associations, have been compensated for servicing 
these loans on a per unit basis. With steadily rising costs the Corporation is 
now faced by the fact that the interest income on the loans will be, at some period 
in the foreseeable future, insufficient to meet the servicing costs. The average 
size of loans and, consequently, the income from such loans is decreasing while 
the servicing costs have been rising. At the present time the income from loans 
is insufficient to meet servicing costs in one of the districts and, within the next 
few years, this situation will extend to several of the other districts. Conse- 
quently the Corporation believes that some means should be found for disposing 
of these assets before the point is reached where an overall operating deficiency 
will be sustained. It must be borne in mind that Commissioner loans are firm 
contracts and their repayment cannot legally be accelerated while the borrower 
fulfills the terms of the mortgage contract. 

In studying the possibility of selling the remaining loans and related assets the 
Corporation has given consideration to a sale open to any individual or corporate 
bidders but feels that such a sale would be inadvisable for many reasons, Com- 
missioner loans have been made and serviced by the Federal land banks and the 
national farm loan associations during the entire life of the Corporation; they 
have been an integral, if supplementary, part of the Land Bank System; the 
borrowers have dealt with the same local office in connection with both a land 
bank and a Commissioner loan. In view of the fact that a majority of the Com- 
missioner loans were second mortgage loans junior to a first mortgage land bank 
loan and closed on a joint application and one appraisal, the records of each bor- 
rower are consolidated and to segregate them would be impracticable and involve 
administrative difficulty and substantial expense. On the other hand a sale 
to the land banks would not disturb the present convenient arrangement for 
remaining borrowers as they would continue to deal with their national farm loan 
associations in the same manner and under the same policies as those used in the 
past. 

The proposal outlined herein does not involve formal dissolution of the Federal 
Farm Mortgage Corporation, although it would be removed from active partici- 
pation in the farm mortgage lending field. The three principal reasons for 
recommending continuance of the Corporation, in its reduced status, are (1) to 
have it available so that its financial authority may be utilized to assist tem- 
porarily in finafcing the Federal Land Bank System, if that should again be 
necessary, (2) to permit the Corporation to complete its part in the disposal of 
its reserved mineral interests as required by Public Law 760, and (3) to preserve 
a ready means of financing Land Bank Commissioner loans if it again becomes 
necessary for the Congress to reauthorize the making of such loans. 

Studies have been made and estimates obtained from all the banks covering a 
projection of the 10-year period from July 1, 1953, through June 30, 1963, which 
shows that by the latter date the interest income on the Corporation’s loans will 
be less than the expense of servicing and the cost of administration by the central 
office. Furthermore, this deficiency does not take into consideration the fact that 
there may be capital losses in unknown amounts inherent in some of these loans 
should economic conditions deteriorate. For these reasons a formula along the 
= lines covered in the proposed legislation has been worked out and the 

istrict Farm Credit Boards have indicated their willingness to purchase the 
assets on the basis outlined. Our analysis indicates that agreements under 
legislation of this type, if properly negotiated, can be worked out on a time 
basis which will be fair and reasonable to both the Corporation and the Federal 
land banks and all matters pertaining to appropriate allowance for the use of 
interest-free collections by the banks and for any reasonably foreseeable capital 
losses can be satisfactorily settled by negotiation. 
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The Department of Agriculture recommends early consideration and enactment 
of the provisions included in the enclosed draft. 
The Bureau of the Budget advises that there is no objection to the presentatiop 
of this proposal for the consideration of the Congress. 
Sincerely yours, 
J. Eart Coxe, Acting Secretary 


Cuances In Existing Law 


In compliance with clause 3 of the rule XIIT of the Rules of the 
House of Representatives, changes in existing law made by the bill 
are shown as follows (existing law proposed to be omitted is enclosed 
in black brackets; new matter is in italics; existing law in which no 
change is proposed is shown in roman): 


FepERAL Farm Loan Act, As AMENDED 
POWERS OF FEDERAL LAND BANKS GENERALLY 


12 U.S. C., § 781 F. F. L. Act, § 13 

Enumerated powers.—Every Federal land bank shall have power, subject t 
the limitations and requirements of this subchapter 

First.—To issue, subject to the approval of the Farm Credit Administration, 
and to sell farm loan bonds of the kinds authorized in this subchapter, to buy the 
same for its own account, and to retire the same at or before maturity. 

Second.—To invest such funds as may be in its possession in the purchase of 
qualified first mortgages on farm lands situated within the farm credit district 
within which it is organized or for which it is acting In order to reduce and/or 
refinance farm mortgages, to invest such funds as may be in its possession in the 
purchase of first mortgages on farm lands situated within the farm credit district 
within which it is organized or for which it is acting, or to exchange farm loa 
bonds for any duly recorded first mortgages on farm lands executed prior to May 
12, 1933, at a price which shall not exceed in each individual case the amount of 
the unpaid principal of the mortgage on the date of such purchase or exchange, or 
50 per centum of the normal value of the land mortgaged and 20 per centum of th 
value of the permanent insured improvements thereon as determined upon an 
appraisal made pursuant to this subchapter, whichever is the smaller: Provided, 
That any mortgagor whose mortgage is acquired by a Federal land bank under 
this paragraph shall be entitled to have his farm mortgage indebtedness refinanced 
in accordance with the provisions of sections 711-723 and 731—734 of this title, 
on the basis of the amount paid by the bank for his mortgage. 

Third.—To receive and to deposit in trust with the farm loan registrar for the 
district, to be by him held as collateral security for farm loan bonds, first mortgages 
upon farm land qualified under section 771 of this title, and to empower national 
farm loan associations, or duly authorized agents, to collect and immediately pay 
over to said land banks the dues, interest, amortization installments and other 
sums payable under the terms, conditions, and covenants of the mortgages and 
of the bonds secured thereby. 

Fourth.—To acquire and dispose of — 

(a) Such property, real or personal, as may be necessary or convenient for the 
transaction of its business, which, however, may be in part leased to others for 
revenue purposes. 

(b) Parcels of land acquired in satisfaction of debts or purchased at sales under 
judgments, decrees, or mortgages held by it. But no such bank shall hold title 
and possession of any real estate purchased or acquired to secure any debt due to 
it, for a longer period than 5 years, except with the special approval of the Farm 
Credit Administration in writing. Every such bank may carry real estate as an 
asset, for a period of not exceeding 5 years, at its normal value but not to exceed 
the amount of the bank’s investment therein at the time of acquirement of such 
real estate. 

Fifth.—To deposit its securities and its current funds subject to check, with 
any member bank of the Federal Reserve System, and to receive interest on the 
same as may be agreed, 

Sixth.—To accept deposits of securities or of current funds from national farm 
loan associations holding its shares, but to pay no interest on such deposits. 

Seventh.—To borrow money severally, or jointly and severally with one or 
more other Federal land banks, to give security therefor, and to pay interest 
thereon. 
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Bighth.—To buy and sell United States Government obligations direct or fully 
guaranteed; and to purchase and acquire from the Federal Farm Mortgage Cor- 
poration notes and mortgages representing loans made by the Land Bank Com- 
missioner pursuant to section 1016 of this title, upon farm property situated in 
the farm credit district in which said bank is located, and purchase money mort- 
gages and contracts for the sale of farms held by the Federal Farm Mortgage Cor- 
poration in connection with the sale of farm property situated in such district: 
Provided, That no such note and mortgage, purchase-money mortgage, or con- 
tract shall be purchased pursuant hereto unless (1) the unpaid balance of the in- 
debtedness represented or secured thereby, together with any indebtedness to the 
Federal land bank secured by a prior mortgage on the property, does not exceed 
65 per centum of the normal value of the farm as determined upon appraisal made 
pursuant to this subchapter; (2) the borrower acquires such stock in a national 
farm loan association, in addition to any available stock which he may already 
own, as may be necessary to constitute an amount equal to one share of stock for 
each $100 of the unpaid balance of the indebtedness represented or secured by 
the note and mortgage, purchase-money mortgage, or contract being purchased 
and acquired, together with the indebtedness secured by any prior lien on the 
property in favor of the Federal land bank; (3) the national farm loan association 
in which such stock is held elects the borrower to membership, if not already a 
member, and agrees to be liable for the indebtedness secured by the note and mort- 
gage, purchase-money mortgage, or contract being purchased and acquired; and 
(4) the land bank takes such action, if any, as may be necessary to reduce the 
rate of interest on the indebtedness secured by the morgtage, purchase-money 
mortgage, or contract acquired or purchased to the same rate of interest the bank 
is charging on first-mortgage loans which it is then making. 

Ninth——To charge applicants for loans and borrowers, under rules and regu- 
lations promulgated by the Farm Credit Administration, reasonable fees not ex- 
eeding the actual cost of appraisal and determination of title. Legal fees and 
recording charges imposed by law in the State where the land to be mortgaged is 
located may also be included in the preliminary costs of negotiating mortgage 
loans. The borrower may pay such fees and charges or he may arrange with the 
Federal land bank making the loan to advance the same, in which case said ex- 
penses shall be made a part of the face of the loan and paid off in amortization 
payments, Such addition to the loan shall not be permitted to increase said loan 
above the limitations provided in section 771 of this title. 

Tenth.— When in the judgment of the directors conditions justify it, to extend, 
in whole or in part, any obligation that may be or become unpaid under the terms 
of any mortgage, and to accept payment of any such obligation during a period of 
five years or less from the date of such extension in such amounts as may be agreed 
upon atthe date of making such extension. The terms of any such extension 
shall be such as will not defer the collection of any obligation due by any borrower 
which, after investigation by the bank of the situation of such borrower, is shown 
to be within his capacity to meet. 

Kleventh.—At any time within five years after March 4, 1933, any borrower 
who has obtained a loan from a Federal Jand bank may on application to such 
Federal land bank and upon approval of such application by the directors of the 
bank postpone the payment of any unpaid installment or installments in the 
manner herein provided in this section. Such postponed payment shall be made 
by paying at the time each succeeding annual installment is due, one-tenth of 
the amount of the postponed payment, and in the case of semiannual install- 
ments, by paying at the time each succeeding semiannual installment is due, one- 
twentieth of the postponed payment, until the amount of such postponed pay- 
ment has been paid. In any case in which the number of remaining installments 
due on the mortgage is less than ten, in the case of annual installments, or less 
than twenty, in the case of semiannual installments, the amount of the post- 
poned payment shall be distributed proportionately over the remaining number 
of installment payments. 

Twelfth.—For the period of five years after March 4, 1933, every borrower 
shall pay simple interest on extended payments at the same rate of interest as 
stipulated in the mortgage securing the loan as to payments not in default and 
by express covenant in his mortgage dee? shall undertake to pav when due all 
taxes, liens, judgments, or assessments which may be lawfully assessed against 
the land mortgaged. Taxes, liens, judgments, or assessments not paid when due, 
and paid by the mortgagee, shall become a part of the mortgage debt and shall 
bear interest at the rate provided in the mortgage. 

Thirteenth.— When in the judgment of the directors conditions justify it, and 
with the approval of the Farm Credit Administration, to reamortize, in whole or 
in part, the aggregate amount remaining unpaid under the terms of any mort- 
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gage, and to accept payment of such aggregate amount on an amortization plan 
by means of a fixed number of annual or semiannual installments sufficient to 
cover the interest payable on the mortgage, and in addition thereto such amounts 
to be applied upon the principal as will extinguish the debt within an agreed 
period of not more than forty years from the date of the reamortization; to de- 
posit such mortgages with the farm loan registrar as collateral security for farm 
loan bonds at an amount not exceeding the principal of the original loan remain- 
ing unpaid at the date of such amortization; and with the approval of the Farm 
Credit Administration to charge the borrower an amount not to exceed the actual] 
cost incurred in connection with such reamortization. 

Fourteenth.—To enter into agreements with national farm loan associations of 
the district under the terms of which losses incurred and gains realized on ac- 
count of the disposition of lands covered by a defaulted mortgage indorsed by 
such association will be shared equally by the bank and the association. 

Fifteenth.—To exchange farm-loan bonds for Federal Farm Mortgage Corpora- 
tion bonds of equal face value. 

Sixteenth.—To exchange Federal Farm Mortgage Corporation bonds for farm 
loan bonds of equal face value. 

Seventeenth.—To make loans to other Federal land banks upon such terms and 
conditions as may be approved by the Farm Credit Administration. 

Eighteenth.—To accept conditional payments from borrowers for subsequent 
credit upon their indebtedness to the land bank; and to allow interest on such 
payments. All conditional payments so accepted shall be subject to such terms 
and conditions, not inconsistent with the provisions of this paragraph and with 
any rules or regulations prescribed for its efficient execution by the Farm Credit 
Administration, as may be agreed upon at the time of their acceptance. If a 
conditional payment is accepted for subsequent credit upon a first mortgage 
which is at the time or is thereafter pledged as collateral security for an issue of 
farm-loan bonds, all requirements, conditions, and limitations set forth in sec- 
tions 897-899 of this title shall apply to such payment the same as though it 
were a present payment on the principal of the mortgage pledged as collateral 
security, and the land bank shall forthwith notify the farm loan registrar of its 
receipt of such payment and account to him therefor. Every contitional pay- 
ment accepted by a land bank for subsequent credit upon indebtedness of a bor- 
rower shall be credited upon such indebtedness as the borrower may from time 
to time direct in accordance with the terms and conditions upon which the pay- 
ment has been accepted, and at the option of the bank may in any event be 
credited upon such indebtedness as and when it matures if it is not otherwise 
paid by the borrower at or before maturity. If at any time after five years from 
the date on which a borrower’s loan was made, the aggregate of the borrower's 
conditional payments accepted on account of his indebtedness under such loan 
and not yet credited thereon equals or exceeds his total indebtedness under the 
loan, all unmatured indebtedness under such loan shall become due and payable 
at once, and the payments so accepted shall forthwith be credited upon the bor- 
rower’s indebtedness under the loan so far as may be necessary to pay it in full 
Any balances of conditional payments remaining uncredited when the indebted- 
ness on account of which they have been accepted has been paid in full shall be 
refunded to the borrower by the land bank. 

Nineteenth—To permit any borrower to defer payment of the principal por- 
tions of installments on his loan in order that he may pay, in whole or in part, 
any indebtedness which is secured by a lien junior to the lien of the bank upon 
the farm land mortgaged to secure his loan. 

Twentieth. Without regard to any limitations or restrictions of this Act, to purchase 
all assets, except cash, accounts receivable, and reserved mineral interests, held by the 
Federal Farm Mortgage Corporation in the farm credit district in which said bank 
is situated and to assume the liabilities of said Corporation for future payment funds 
of borrowers and trust accounts applicable to satd assets. The purchase price of 
notes and mortgages, purchase money mortgages, and real estate sales contracts shall 
be equal to the total of the unpaid balances on such items and accrued interest thereon 
at the date of purchase, less the total of the liabilities of the Corporation being assumed 
by the bank as herein provided. The purchase price of real estate, sher ff’s certificates, 
loans called for foreclosure, loans in suspense, judgments, and any other assets 
eligible for purchase under this paragraph but not specifically identified herein shall 
be equal to the fair market value of the assets as determined by agreement, The total 
consideration for the purchase shall be payable over a period of not more than ten 
years from the date of purchase, and upon such terms as shall be agreed upon through 
negotiation with the board of directors of the Corporation. 
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AUTHORIZING THE SECRETARY OF COMMERCE TO RE- 
CONVEY CERTAIN PROPERTY TO THE CITY OF BOUL- 
DER, COLO. 


Marcu 22, 1954.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 


\r. O'Hara of Minnesota, from the Committee on Interstate and 
Foreign Commerce, submitted the following 


REPORT 


[To accompany H., R, 738)] 


The Committee on Interstate and Foreign Commerce to whom 
was referred the bill (H. R. 7380) to authorize the Secretary of 
Commerce to reconvey certain property which the city of Boulder, 
Colo., donated to the Secretary of Commerce for the establishment 
of a radio propagation laboratory, having considered the same, 
report favorably thereon without amendment and recommend that 
the bill do pass. 

NEED FOR LEGISLATION 


Public Law 366, 8lst Congress, authorized the construction of a 
radio laboratory building for the National Bureau of Standards and 
also authorized the Secretary of Commerce to acquire such lands as 
may be necessary for the construction of buildings to house activities 
; of the National Bureau of Standards. The selection of Boulder, 
Colo., as the site of the new building was agreed upon in 1950 when 
the city of Boulder donated to the United States 210 acres of land. 

The city of Boulder now finds it necessary to construct and operate 
a water reservoir at a site adjacent to this land, and has requested 
conveyance back to the city of approximately 2 acres for use in this 
connection. The formal request of the city of Boulder is shown in the 
appendix to this report. H.R. 7380 would authorize the conveyance 
to the city of Boulder of the portion of land requested. 

The radio laboratory building authorized by Public Law 366 has 
been erected in the northeastern section of the land granted to the 
United States. The building will be ready for occupancy about May 
|, 1954, at which time the National Bureau of Standards will transfer 
there most of the program of the Central Radio Propagation Labora- 
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tory from the Washington area. The Atomic Energy Commissio; to : 
has erected several buildings near the radio building to house th t 
cryogenic engineering program, which is conducted by the Nationa] 


Bureau of Standards for the Atomic Energy Commission. Ge 

The land requested by the city of Boulder is a considerable distance Na 
removed from the buildings which have been erected. The National res 
Bureau of Standards has not erected any buildings or made any a 
improvements on the portion of the site in question and does not sit 
contemplate doing so. gr 

The reservoir to be constructed by the city of Boulder will hy ; 
beneficial to the National Bureau of Standards. Your committe: nt 


believes that the interests of the United States will be served by the 

enactment of the reported bill. ob 
The Secretary of Commerce favors the enactment of this legislation 

His report on this bill is shown in the appendix to this report. 


APPENDIX 
City oF BouLpEr, 
Boulder, Colo., September 15, 19 
Hon. Srnctarrk WEEKs, 
Secretary of Commerce, Washington, D. C. 

Dear Mr. Secretary: This letter is for the purpose of making a f 
request for the conveyance of certain land from the United States of America 
the city of Boulder, Colo., which land with the easements requested will be 
for the construction of a storage reservoir, supply and distribution lines, and 
access thereto. 

The land requested was donated to the United States by the citizens of Boulder 
for the purpose of locating certain sections of the National Bureau of Standards 
in the city of Boulder, which fact, along with others, has required the city 
undertake the construction and improvement of their water storage and distribu- 
tion facilities. 

Therefore, formal request is hereby made for the following, to wit: 

(a) A deed of the fee title to that part of the following deserptioni lying in the N 
of the 8% of sec. 6, T. 1 S., R. 70 W. of the sixth principal meridian. Beginning 
at a point from which the W corner of sec. 6, T. 1 S., R. 70 W. of the sixth 
principal meridian, bears N. 50°34’49’’ W., 2,128.77 feet; thence N. 53°1y’ E., 
435 feet; thence 8S. 36°41’ E., 635 feet; thence S. 53°19’ W., 435 feet; thence 
N. 36°41’ W., 635 feet more or less, to the point of beginning; said land being a 
part of that conveyed to the United States of America in deeds of record in boo 
860 at pages 454, 465, 466, 468, and 470 in the office of the clerk and recorder o1 
Boulder County, Colo. 

(6) A right-of-way over, across, and along the south 100 feet of the Ns, 5) 
of said sec. 6, T. 1 8., R. 70 W., of the sixth principal meridian for ingress a 
egress to said reservoir. 

(c) A revocable license to locate a supply line and distribution line to sa 
storage reservoir where necessary for the proper use of said reservoir, subject t 
the Bureau’s desires and needs for use thereof. 

Your early and considered attention to this matter will be greatly appreciated 

Very truly yours, 











Crry or BouLpEr, 
Joun D. Giivaspin, Mayor 
Joun M. Sayre, City Altorney 








THE SECRETARY OF COMMERCE, 
Washington 25, D. C., March 14, 194 


Hon. Cuartes A. WoLvERTON, 
Chairman, Commattee on Interstate and Foreign Commerce, 
United States House of Representatives, Washington 25, D. C. 
Dear Mr. CHarRMAN: This is in reply to your communication of January 26 
1954, requesting the comments of this Department concerning H. R. 7380, a bi 
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to authorize the Secretary of Commerce to reconvey certain property which the 
ty of Boulder, Colo., donated to the Secretary of Commerce for the establish- 
ent of a radio propagation laboratory. 

[he land involved in this bill was originally granted to the United States 
Government by the city of Boulder to provide a site for a radio laboratory for the 
National Bureau of Standards. The city of Boulder is desirous of locating a 
reservoir at a certain site to serve more adequately the south section of the city of 
Boulder. This reservoir will benefit not only the city but also the National 
Bureau of Standards. In locating this reservoir, the city desires to construct it at a 
site which would make it necessary to utilize a small portion of the land originally 
granted to the United States Government by the city. 

his bill was prepared at the request of the city of Boulder and we believe that 
it is in the interests of the Government that this proposed bill be enacted as 
ntroduced, 

We have been advised by the Bureau of the Budget that they would interpose no 
objection to the submission of this letter to your committee. 

If we can be of further assistance in this matter, please call on us. 

Sincerely yours, 


Srncutatrn WEEKS, 
Secretary of Commerce, 
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FINALITY CLAUSES IN GOVERNMENT CONTRACTS 





Marcu 22,'1954.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Reep of Illinois, from the Committee on the Judiciary, 
submitted the following 


REPORT 


[To accompany 8. 24] 


The Committee on the Judiciary, to whom was referred the bill 
(S. 24) to permit review of decisions of Government contracting 
officers involving questions of fact arising under Government contracts 
in cases other than those in which fraud is alleged, and for other pur- 
poses, having considered the same, report favorably thereon with 
amendments and recommend that the bill do pass. 

The amendments are as follows: 

Strike out all after the enacting clause and insert in lieu thereof the 
following: 

That no provision of any contract entered into by the United States, relating 
to the finality or conclusiveness of any decision of the head of any department 
or agency or his duly authorized representative or board in a dispute involving a 
question arising under such contract, shall be pleaded in any suit now filed or to 
be filed as limiting judicial review of any such decision to cases where fraud by 
such official or his said representative or board is alleged: Provided, however, 
That any such decision shall be final and conclusive unless the same is fraudulent 
or capricious or arbitrary or so grossly erroneous as necessarily to imply bad faith, 
or is not supported by substantial evidence. 

Sec. 2. No Government contract shall contain a provision making final on a 
question of law the decision of any administrative official, representative, or board, 


Amend the title to read as follows: 


A bill to permit review of decisions of the heads of departments, or their repre- 
sentatives or boards, involving questions arising under Government contracts. 


PURPOSE 


The purpose of the proposed legislation, as amended, is to over- 
come the effect of the Supreme Court decision in the case of United 
States v. Wunderlich (342 U.S. 98), rendered on November 26, 1951, 
under which the decisions of Government officers rendered pursuant 
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to the standard disputes clauses in Government contracts are held 
to be final absent fraud on the part of such Government officers. 
The Supreme Court there defined fraud to mean “conscious wrong. 
doing, an intention to cheat or be dishonest.’’ The proposed legisla- 
tion also prescribes fair and uniform standards for the judicial review 
of such administrative decisions in the light of the reasonable require. 
ments of the various Government departments and agencies, of the 
General Accounting Office and of Government contractors. It will 
also prohibit the insertion in Government contracts hereafter executed 
of provisions making the decisions of Government officers final on 
questions of law arising under such contracts. 


LEGISLATIVE HISTORY 








Shortly after the Supreme Court rendered its decision in the 
Wunderlich case in 1951, several bills were introduced in both Houses 
in the 82d Congress to overcome the effect of that decision. 

Those bills, H. R. 6214, H. R. 6301, H. R. 6338, and H. R. 6404, 
and S. 2487—all of the 82d Congress—had the same purpose as the bill 

24 under discussion here. The Senate passed the bill, S. 2487, after 
hearings which were available to this committee, but it was too late 
in the session for the House to act. 

The Senate passed the bill, S. 24, during the first session of the 83d 
Congress. In the meantime, several similar bills had been introduced 
in the House of Representatives. These bills, H. R. 1839, H. R. 3634, 
and H. R. 6946, were the subjects of lengthy hearings, as was the bill, 
S. 24. The witnesses included representatives from the various 
Government departments and from private contractors. The printed 
hearings also contain the departmental reports on the various bills. 

At the outset of the hearings in the first session, objection was 
voiced by representatives of the Department of Defense and various 
defense industries to these bills. The objection was predicated upon 
a supposed fear that the inclusion of the Controller General in the 
wording of the bill would destroy the finality which existed under the 
Defense Department procedures. However, at the outset of the 
hearings in the second session, the Controller General submitted to 
the committee an amendment to the bills in the form of a substitute. 
This amended version was favored by practically all the witnesses, 
including those who had formerly opposed the bill. It is this version 
which the committee favorably reports in its amendments, 


STATEMENT 


For many years the standard forms of Government contracts have 
contained a disputes clause which usually reads as follows: 

Disputes.—Except as otherwise specifically provided in this contract, all 
disputes concerning questions of fact arising under this contract shall be decided 
by the contracting officer subject to written appeal by the contractor within 
30 days to the head of the department concerned or his duly authorized representa- 
tive, whose decision shall be final and conclusive upon the parties thereto. In 
the meantime the contractor shall diligently proceed with the work as directed. 

Prior to the Supreme Court decision in the Wunderlich case it was 
generally understood that administrative decisions rendered under 
these disputes clauses were final and would not be reviewed by the 
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courts unless the decision was fraudulent, or arbitrary, or capricious, 
or so grossly erroneous as necessarily to imply bad faith. However, 
the majority opinion in the Wunderlich case rejected arbitrariness or 
capriciousness as grounds for review and limited judicial review to 
the sole ground of fraud which it defined as “conscious wrongdoing, an 
intention to cheat or to be dishonest.”’ 

The Supreme Court was aware of the rigidity of the standard of 
judicial review therein prescribed and further stated: 


If the standard of fraud that we adhere to is too limited, that is a matter for 


Congress. 


Since the decision of the Supreme Court in the Wunderlich case, no 
litigant before the United States Court of Claims or before any other 
court has been successful in establishing the mental state of fraud as 
defined in the majority opinion. Cases in which a plea of fraud could 
not be made have been dismissed, the Court of Claims in Palace Cor- 
poration v. United States (124 C. Cls. 545, 549) saying: 


Until the time of the decision in that case (Wunderlich), this court had re- 
viewed the contracting officer’s decision when it was shown to be arbitrary, 
capricious, or so grossly erroneous as to imply bad faith, notwithstanding the 
parties had contracted that all matters of disputed fact might be decided by one 
of the parties to the contract. Such a provision we had understood called for 
the highest good faith on the part of the interested party making the decision 

The Supreme Court in construing the standard form of article 15 has now 
limited the scope of review of decisions of heads of departments to cases in which 
positive fraud is alleged and proved. No fraud is alleged in this case. It would 
be a sheer waste of time and energies of the court and the litigants to hear evi- 
dence beyond the limits of the blueprint clearly drawn by the highest judicial 
authority. 


The consequences reasonably to be expected to flow from the rule 
adopted by the majority in the Wunderlich case are described in two 
dissenting opinions in that case. Mr. Justice Douglas and Mr. 
Justice Reed in one dissenting opinion stated: 


* * * But the rule we announce has wide application and a devastating effect. 
It makes a tyrant out of every contracting officer. He is granted the power of a 
tyrant even though he is stubborn, perverse or captious. He is allowed the power 
of a tyrant though he is incompetent or negligent. He has the power of life and 
death over a private business even though his decision is grossly erroneous. 
Power granted is seldom neglected. 

The principle of checks and balances is a healthy one. An official who is 
accountable will act more prudently. A citizen who has an appeal to a body 
independent of the controversy has protection against passion, obstinacy, irra- 
tional conduct, and incompetency of an official. The opinion by Judge Madden 
in this case expresses a revulsion to allowing one man an uncontrolled discretion 
over another’s fiscal affairs. We should allow the Court of Claims, the agency 
close to these disputes, to reverse an official whose conduct is plainly out of bounds 
whether he is fraudulent, perverse, captious, incompetent, or just palpably 
wrong. The rule we announce makes government oppressive. The rule the 
Court of Claims espouses gives a citizen justice even against his Government. 


Mr. Justice Jackson, in a separate dissenting opinion said: 


* * * But one who undertakes to act as a judge in his own case, or what 
amounts to the same thing, in the case of his own department, should be under 
some fiduciary obligation to the position which he assumes. He is not at liberty 
to make arbitrary or reckless use of his power, nor to disregard evidence, nor to 
shield his department from consequences of its own blunders at the expense of 
contractors. He is somewhat in the position of the lawyer dealing with his 
client or the doctor with his patient, for the superiority of his position imposes 
restraints appropriate to the trust. Though the contractor may have covenanted 
to be satisfied with what his adversary renders to him, it must be true that he 
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who bargains to be made judge of his own cause assumes an implied obligatioy 
to do justice. This does not mean that every petty disagreement should be re. 
adjudged, but that the courts should hold the administrative officers to the old 
but vanishing standard of good faith and care. 

I think that we should adhere to the rule that where the decision of the coutracting 
officer or department head shows “such gross mistake as necessarily to imply bad 
faith” there is a judicial remedy even if it has its origin in overzeal for the depart- 
ment, negligence of the deciding official, misrepresentations— however innocent 
by subordinates, prejudice against the contractor, or other causes that fall shor 
of actual corruption. Men are more often bribed by their loyalties and ambitions 
than by money. I still believe one should be allowed to have a judicial hearing 
before his business can be destroyed by administrative action, although the C 
again thinks otherwise. * * * 

After extensive hearings it has been concluded that it is neither to 
the interests of the Government nor to the interests of any of the 
industry groups that are engaged in the performance of Government 
contracts to repose in Government officials such unbridled power of 
finally determining either disputed questions of law or disputed ques- 
tions of fact arising under Government contracts, nor is the situation 
presently created by the Wunderlich decision consonant with tradition 
that everyone should have his day in court and that contracts should 
be mutually enforceable. A continuation of this situation will render 
the performance of Government work less attractive to the responsible 
industries upon whom the Government must rely for the performance 
of such work, and will adversely affect the free and competitive 
nature of such work. It will discourage the more responsible element 
of every industry from engaging in Government work and will attract 
more speculative elements whose bids will contain contingent allow- 
ances intended to protect them from unconscionable decisions of 
Government officials rendered during the performance of their con- 
tracts. 

A principal change which the amendment effects in S. 24 is to restore 
the standards of review based on arbitrariness and capriciousness. 
These have long been recognized as constituting a sufficient basis for 
judicial review of administrative decisions, a reference to capricious 
action on the part of a Government contracting official vested with 
discretionary power of decision being found as early as 1911 in the 
decision of the Supreme Court in Ripley v. United States (223 U.S. 
695). The standards of arbitrariness and capriciousness in relation 
to the review of administrative action were also prescribed in the 
Administrative Procedures Act (act of June 11, 1946, ch. 324, see. 
10, 60 Stat. 243; 5 U. S. C. 1009). There is a wealth of judicial 
precedent behind these standards of review and it is the committee's 
belief that they should not be abandoned. 

The proposed amendment also adopts the additional standard that 
the administrative decision must be supported by substantial evi- 
dence. The requirement that administrative action be supported by 
substantial evidence is found in the Administrative Procedures Act, 
supra. As understood by the committee and as interpreted by the 
Supreme Court in Edison Company v. National Labor Relations Board 
(305 U. S. 197, 229), “substantial evidence’? means “such relevant 
evidence as a reasonable mind might accept as adequate to support 
a conclusion.” 

The inclusion of the standard “not supported by substantial 
evidence” should also correct another condition arising out of the 
lack of uniformity between the various departments and agencies 
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concerned in the appellate hearing procedures under the disputes 
clause. It has been brought to light in public hearings that it is the 
exception rather than the rule that contractors in the presentation 
of their disputes are afforded an opportunity to become acquainted 
with the evidence in support of the Government’s position. It is 
believed that if the standard of substantial evidence is adopted this 
condition will be corrected and that the records of hearing officers 
will hereafter contain all of the testimony and evidence upon which 
they have relied in making their decisions. It would not be possible 
to justify the retention of the finality clauses in Government contracts 
unless the hearing procedures were conducted in such a way as to 
require each party to present openly its side of the controversy and 
afford an opportunity of rebuttal. 

In recent years there has been an increased tendency on the part 
of Government specification writers to include in specifications ad- 
ditional clauses which have the effect of giving Government officials 
the right to determine finally the legal obligation of the parties under 
the contract. This right has been reserved to the Government in 
addition to the right to determine finally all disputed questions of 
fact. The validity of a contract provision reserving to Government 
officials the right to determine legal questions has been upheld by the 
Supreme Court in United States v. Moorman (338 U.S. 457), where the 
Court pointed out that ‘“No congressional enactment condemns their 
creation or enforcement.” 

No witness before this committee, Government or otherwise, has 
offered any justification for the reservation of the right of a Govern- 
ment official to finally declare the law of a contract or to finally inter- 
pret the legal effect or meaning of the contract documents. There is 
no justification for the assumption of such a duty which normally 
reposes in the judiciary branch of the Government. The reservation 
of such right not only deprives the contract of mutuality and enforce- 
ability but is also foreign to our concept of equality when the Govern- 
ment steps down from its sovereign role to become the party to a 
contract with one of its citizens. Reservations of this character have 
never been made the basis for mutual negotiation and it has been made 
abundantly clear to the committee that any bid which a contractor 
might file seeking to eliminate such a reservation from the contract 
would be characterized as irregular and would result in the bid being 
ignored. Section 2 of the proposed legislation will prohibit the 
inclusion of such reservation in future contracts and the first section 
of the proposed legislation will render decisions made under such 
reservation in present contracts subject to judicial review under the 
standards therein prescribed. 

Under section 2 of the bill, the committee intends not only to pro- 
hibit the insertion in a Government contract of a provision making 
final a decision of a contracting officer on a question of law, but also 
bans the indirect insertion of such a provision by incorporation by 
reference. This will prevent the use of what is commonly known as 
“the all disputes clause,’’ whereby finality of decision was given as to 
questions of both law and fact. This provision will also prevent the 
insertion of such a clause in any drawings, plans, specifications, or 
any other document which might be incorporated by reference into 
the contract itself. 
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At present there are numerous disputed questions arising out of 
contracts pending before the various departments and agencies 
charged with the letting of such contracts. There are also a limited 
number of cases pending before the United States Court of Claims 
seeking judicial review of decisions that have heretofore been ren- 
dered by administrative officers under disputes clauses. Many of 
the contracts upon which present disputes are pending were entered 
into prior to the time that the Wunderlich case was decided and at 
time when the persons involved therein understood that judicial 
review was available to them on a less restricted basis than that of 
fraud. The committee believes that all of such persons should receive 
the protection which would be afforded by this proposed legislation, 
but it does not believe that it would be practicable to reopen cases 
which have heretofore been decided by the courts. 

While the committee believes that S. 24 as passed by the Senate 
would adequately cover all unadjudicated cases now on file in th: 
courts as well as those to be filed, the proposed amendment makes this 
abundantly clear by inserting such language. 

The committee forsees no possibility of the proposed legislation 
creating any new rights that a contractor may not have had prior to 
its enactment, with the exception of the standards of review therein 
prescribed. Under the terms of the standard disputes clause the 
decision of a contracting officer is final unless the contractor appeals 
within 30 days. The Supreme Court in United States v. Holpuch Co. 
(328 U.S. 234), has held that unless a contractor pursues the adminis- 
trative remedy of appeal to the head of the department which he is 
granted by the disputes clause, he loses his right to sue in the Court 
of Claims. Government contractors who have not appealed their 
decisions to the head of the department within the 30-day period will 
not be permitted to do so. 

The statute of limitations regarding claims against the United 
States is jurisdictional and prevents the consideration of a claim which 
is more than 6 years old. Claims less than 6 years old, and not 
heretofore filed in the courts may, if filed, receive the protection of 
the proposed legislation. In this way the basic requirement of the 
contract that an appeal be noted to the head of the department within 
30 days, as well as the protection which the Government receives 
under the statute of limitations applicable to these matters, have 
been retained. 

The proposed legislation, as amended, with the exception of the 
words “in any case now on file or to be filed” is exactly the same 
legislation suggested by the Comptroller General in a letter to the 
chairman of this committee dated December 30, 1953. That letter 
reads in in part as follows: 

We have reason to believe that should the Congress decide to enact legislation 
on this subject there would be no opposition to this substitute language by various 
representatives of industry groups, * * *. And representatives of interested 
administrative agencies have indicated to us that while they believe no legislation 
is necessary, there probably would be little or no opposition to the particular 
language of this substitute draft. In my judgment the substitute language will 
accomplish what we have been striving for all along and will place the General 


Accounting Office in precisely the same situation it was in before the decision in 
the Wunderlich and Moorman cases. 


The proposed legislation, as amended, will not add to, narrow, 
restrict, or change in any way the present jurisdiction of the General 
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Accounting Office either in the course of a settlement or upon audit, 
and the language used is not intended either to change the jurisdiction 
of the General Accounting Office or to grant any new jurisdiction, 
but simply to recognize the jurisdiction which the General Accounting 
Office already has. 

The elimination of the specific mention of the General Accounting 
Office from the provisions of the bill as amended should not be con- 
strued as taking away any of the jurisdiction of that Office. It is 
intended that the General Accounting Office, as was its practice, in 
reviewing a contract and change orders for the purpose of payment, 
shall apply the standards of review that are granted to the courts under 
this bill. At the same time there is no intention of setting up the 
General Accounting Office as a “court of claims.’’ Nor should the 
elimination of the specific mention of the General Accounting Office 
in the bill be construed as limiting its review to the fraudulent intent 
standard prescribed by the Wunderlich decision. 

The specific intent of this legislation, insofar as it affects the General 
Accounting Office, is explicitly stated in the letter of December 30, 
1953, from the Comptroller General himself, in which he stated as 
follows: 

With respect to the second mentioned basis of opposition to the pending bills 
it should be pointed out that the General Accounting Office has not asked for 
authority which it did not have before the decision in the Wunderlich case. This 
was made clear in the testimony of representatives of this Office before the Senate 
subcommittee which held hearings on the somewhat similar bill, S. 2487. In 
this connection see the committee report on S. 24 (S. Rept. 32) wherein it is stated: 

“The committee wishes to point out with respect to the language contained in 
the bill, ‘in the General Accounting Office or a court, having jurisdiction,’ that 
it is not intended to narrow or restrict or change in any way the present jurisdiction 
of the General Accounting Office, either in the course of a settlement or upon 
audit; that the language in question is not intended either to change the juris- 
diction of the General Accounting Office or to grant any new jurisdiction, but 
simply to recognize the jurisdiction which the General Accounting Office already 
nas 

That was and is precisely the position of the General Accounting Office. 


Representatives of industry, of the General Accounting Office, and 
of the Department of Defense have stated their views in public hear- 
ings as being favorable to the proposed legislation, as amended. 

Since the printed hearings contain the departmental views as 
expressed by their witnesses as well as the departmental reports on 
this legislation, those reports are not printed with this report. 


O 
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No. 1381 


AUTHORIZATION TO CONVEY LANDS TO PRINCE 
GEORGES SCHOOL BOARD 


Marcu 23, 1954.—Committed to the Committee of the Whole House and ordered 
to be printed 


r. McConneE tL, from the Committee on Education and Labor, 
submitted the following 


REPORT 


[To accompany H. R. 4496] 


The Committee on Education and Labor, to whom was referred 
the bill (H. R. 4496) to authorize and direct the conveyance of cer- 
tain lands to the Board of Education of Prince Georges County, Upper 
Marlboro, Md., so as to permit the construction of public educational 
facilities urgently required as a result of increased defense and other 
essential Federal activities in the District of Columbia and its envi- 
rons, having considered the same, report favorably thereon with 
amendments and recommend that the bill do pass. 

The amendments are as follows: 

Page 2, line 8, strike out “cost’’ 

Page 2 2, line 9, strike out “to the United States” and insert in lieu 
thereof “fair market value” 

Page 2, strike out lines 10 and 11. 

Page 2, line 14, strike out “‘(a) all’. 

Page 2, strike out lines 15, 16, and 17. 

Page 2, line 18, strike out ‘‘for, mine, extract, and remove the same, 
and (b)’’. 


PURPOSE OF THE BILL 


This bill directs the Secretary of Health, Education, and Welfare to 
convey by quitclaim deed or other appropriate means, upon such terms 
and conditions as the Secretary may deem necessary, all right, title, 
and interest of the United States of America to those portions of lot 
No. 3 and lot No. 4 of the Godding Croft property, located east of 
Indian Head Road, Maryland, and now under the control and juris- 
diction of St. Elizabeths Hospital, which the Secretary shall determine 
to be needed and usable by the Board of Education of Prince Georges 
County for educational purposes. 
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TERMS OF TRANSFER 





The Board of Education of Prince Georges County shall be required 
to pay a sum equal to the fair market value of the property to be 
transferred. The bill also directs that the conveyance shall reserve 
to the United States of America the option to revert title to the prop- 
erty so conveyed in the event the Secretary of Health, Education, and 
Welfare determines that the Board of Education of Prince Georges 
County, its successors or assigns, fails to commence use of the said 
property for educational purposes within a reasonable time after the 
delivery of the instrument of conveyance or thereafter fails for a 
period of 1 year to utilize the property for educational purposes. 


BACKGROUND 


The Godding Croft farm, containing 398 acres, was acquired in 189] 
for use by St. Elizabeths Hospital. This farm produces some 25,000 
bushels of green vegetables and large quantities of poultry and eggs 
for use by the hospital each year and is worked mainly by patients 
under qualified supervision as a well-recognized part of care and treat- 
ment. For many years this farm has been maintained successfully 
for that purpose, as well as to reduce the cost of operation of the 
hospital. 

The area proposed to be transferred to the Board of Education of 
Prince Georges County (22.6 acres) has been separated from the main 
farm by the construction of Indian Head Road. However, it is acces- 
sible by underpass and is being continuously used for farming activi- 
ties in connection with food production and patient therapy by St. 
Elizabeths Hospital. For this reason, the Department of Health, 
Education, and Welfare cannot find this particular area excess to the 
needs of St. Elizabeths Hospital and offer it for the use of other Fed- 
eral agencies or for transfer under the provisions of section 203 (k) (1) 
of the Federal Property and Services Act of 1949 (63 Stat. 377). 

The Department does, however, recognize that the Forest Heights 
community area of Prince Georges County has been so completely 
developed that the availability of school sites to provide essential 
facilities to this impacted area—largely servicing persons connected 
with the Government—is limited. Also the separation of the 22.6 
acres here involved from the main tract by the Indian Head Road has 
diminished the usefulness of the separated parcel of the land to St. 
Elizabeths Hospital for therapeutic purposes. In view of the recog- 
nized desirability of the separated parcel as a site for a public school 
and its diminished value to the hospital, the Department believe that 
the property involved would serve a more important use from an over- 
all public standpoint if it were made available for school purposes to 
Prince Georges County. 

The Board of Education of Prince Georges County has experienced 
a rapid growth in school population during the last 10 years. Of the 
present school population of 42,000, approximately 12,500 are children 
of parents employed on Federal property in the District of Columbia 
or Maryland. The schools in the county are operating on a double- 
shift basis, overcrowded classrooms, and in many instances with make- 
shift facilities. The board of education plans to erect a junior high 
school on this land after it has been conveyed. 



















as 


To 
er 


ol 


at 





CONVEY LANDS TO PRINCE GEORGES SCHOOL BOARD 3 


AMENDMENTS 


The bill, as introduced, required the Board of Education of Prince 
Georges County to pay a sum equal to the cost to the United States 
of the property to be transferred, plus the cost of all improvements 
placed upon the property by the United States. The position of the 
Department of Public Health was that the county should be required 
to pay the Federal Government a sum based on the full current value 
of the property fairly appraised. The basis of this position was that 
to convey the property for an amount equal to the cost of acquisition 
and the cost of improvements might set a precedent for requests to 
transfer on the same basis thousands of acres of federally owned land 
throughout the country. 

The committee amended the bill so as to require the Board of 
Education of Prince Georges County to pay an amount equal to a 
fair market value of the property. In making this amendment, the 
committee wishes to make clear that in arriving at a fair market value 
full consideration should be given to the fact that the land must be 
used for educational purposes and that unless so used, title would 
revert to the United States Government. 

The committee also amended section 2 of the bill by striking out 
the provision whereby there is reserved to the United States of America 
all right, title, and interest in and to any and all oil, gas, hydrocarbons, 
minerals, or other ores, and source or fissionable materials and sub- 
stance, together with the right to prospect for, mine, extract, and 
remove the same. This amendment was made by the committee 
on the basis of the conviction that such a provision should not be a 
part of the transfer of land being transferred for a fair market price, 
especially in this case where there is a provision regarding the use of 
the property. 
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{MENDING THE ACT OF FEBRUARY 13, 1900 (31 STAT. 28), RELATING 

TO RAILWAY INSTALLATIONS ON THE BATTURE IN FRONT OF 
THE PUBLIC HEALTH SERVICE HOSPITAL. PROPERTY IN NEW 
ORLEANS, LA. 


\Miarcn 23, 1954.--Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 


\lr. HALE, from the Committee on Interstate and Foreign Commerce, 
submitted the following 


REPORT 


[To accompany H. R. 6870] 


The Committee on Interstate and Foreign Commerce, to whom was 
referred the bill (H. R. 6870) to amend the act of February 13, 1900 
(31 Stat. 28), by approving existing railway installations and author- 
izing further railway installations on the batture in front of the Public 
Health Service hospital property in New Orleans, La. having con- 
sidered the same, report favorably thereon with an amendment and 
recommend that the bill as amended do pass, 

The amendment is as follows: 

Page 9, line 18, after the word ‘““That”’ insert the following: 

1) the type of construction and elevation of ell trecks crossing the main line 
Mississippi River levee shall be subject to approval by the Corps of Engineers 
United States Army, and (2) 

The committee amendment was suggested by the Department of 

the Army, in its report on this bill. This report is shown hereinafter, 


BACKGROUND INFORMATION 


The act of February 13, 1900 (31 Stat. 28), which the reported 
bill would amend, grants permission and authority to the Orleans 
levee board to move, without cost to the United States, the existing 
line of levee in front of the United States Public Health Service 
hospital (formerly known as the United States marine hospital) 
property in New Orleans, La., outwardly in the direction of the 
Mississippi River to a new line of levee established by that board. 
The act also grants authority to the city of New Orleans to extend, 
lay out, open and to keep open through the hospital property a 
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110-foot-wide street known as Leake Avenue (formerly known qs 
Front Street), as provided for under City Council Ordinance Np 
15080, approved March 1, 1899. The act further provides that jj 
the city of New Orleans grants a right-of-way over this street to any 
railway, or if the street is used for railway purposes, such grant or 
use must be on condition that no part of the stree t, within the limits 
of the hospital property, or within 1,000 feet therefrom, shall be used 
for a depot or railroad yard, or for the purpose of switching, shifting 
or parking of cars, or for making up or breaking up of trains of cars 
or for any other purpose except ordinary transit, without stopping 
of railway trains, The act states that the violation of any of its 
provisions shall cause a revocation of all rights and privileges granted 
by this act. 

The act recognizes the jurisdiction, power, and authority in th 
city of New Orleans to regulate and make improvements in th 
street known as Leake Avenue. 


NEED FOR LEGISLATION 


The Dock Board of the City of New Orleans proposes to erect a 
wharf at Nashville Avenue and the Mississippi River, in the vicinity 
of the hospital property. This wharf is to be serviced by the Public 
Belt Railroad Commission. This project would require the placing 
of additional rail facilities on the batture in front of the hospital 
property, but outside of the street area. It would also require the 
switching of cars, which is prohibited by the act of February 13, 1900 

In addition, it appears that a switch and siding have already been 
installed in the street area in front of the hospital to serve an indus 
trial plant in the vicinity of Nashville Avenue, in apparent violation 
of the act of February 13, 1900. 

Since the Congress has assumed jurisdiction over the area and has 
expressly provided for a limited use for the street and railroad pw- 
poses, an extension of those uses may not be made without amending 
the act of February 13, 1900. 


PROVISIONS OF THE BILL 


The reported bill would amend section 1 of the act of February 13 
1900, as follows: 

It would permit the stopping of railway cars by reason of the 
automatic interlocking switch located at the intersection of the tracks 
of the Illinois Central Railroad and the Public Belt Railroad Com- 
mission. between Jefferson Avenue and Octavia Street, when th 
crossing is occupied by trains of the Illinois Central Railroad. Under 
present law, the stopping of trains within the limits of the hospital 
property is prohibited. 


A new paragraph (b) is added which would legalize existing 


railway installations of the Public Belt Railroad Commission in tli 
vicinity of the hospital. 

3. A new paragraph (c) is added whith would authorize the Publi 
Belt Railroad Commission to use the batture fronting this hospita! 
for the installation of two tracks and railway facilities to serve th 
proposed Nashville Avenue wharf, and permit the switching of cars 
within the area, provided such switching operations are conducted 
between the hours of 6 a. m. and 8 p. m 
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REPORTS ON BILL FROM EXECUTIVE DEPARTMENTS AND AGENCIES 


Reports on the bill were received from the Department of Health, 
Education, and Welfare, the General Services Administration, Depart- 
ment of the Army, and the Bureau of the Budget. The above- 
mentioned departments and agencies either favor the bill, as amended, 
or have no objection to its enactment. The reports are as follows: 


DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE, 
Washington 25, March 19, 1954. 
Hon. CHARLES A. WOLVERTON, 
Chairman, Committee on Interstate and Forergn Commerce, 
House of Representatives, Washington 25, D. C. 


Dear Mr. CuarrMan: This letter is in response to your request of January 8, 
1954, for a report on H. R. 6870, a bill to amend the act of February 13, 1900 
31 Stat. 28), by approving existing railway installations and authorizing further 
railway installations on the batture in front of the Public Health Service hospital 
property in New Orleans, La. 

The bill would permit the use of the batture fronting the Public Health Service 
hospital reservation in New Orleans, La., for certain railway facilities in addition 
to those permitted by the act of February 13, 1900. The bill would also legalize 
the installation of existing railway facilities; would permit the switching of cars 
within the area between the hours of 6 a. m. and 8 p. m., and further would pro- 
vide for stopping of cars by reason of the automatic interlocking switch located 
at the intersection of the tracks of the Illinois Central Railroad and the Public 
Belt Railroad Commission between Jefferson Avenue and Octavia Street when 
the crossing is occupied by trains of the Illinois Central Railroad 

If the limitations on the privileges granted by the bill are observed, the exercise 
of those privileges by the grantees would not, in our opinion, have any adverse 
effect on the care and treatment of patients at the Public Health Service hospital 
or unduly disturb their comfort. Consequently, we have no objection to enact- 
ment of the bill. 

The Bureau of the Budget advises that it perceives no objection to the sub- 
mission of this report to your committee. 

Sincerely yours, 
Ovetra Cup Hospy, Secretary. 





GENERAL SERVICES ADMINISTRATION, 
Washington 25, D. C., March 19, 1954. 
Re H. R. 6870. 


Hon. CHoarLes A. WOLVERTON, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington 25, D. C. 


Dear Mr. Wo.tverton: Further reference is made to your letter of January 8 
requesting the views of this agency with respect to H. R. 6870 regarding certain 
railway instellations 

The bill amends the act of February 13, 1909 (31 Stat. 28), in certein minor 
respects, approves the location of certain railway tracks and facilities of the 
Public Belt Railroad Commission, and authorizes the installation of two addi- 
tional reilway trecks with related facilities on the batture in front of the Public 
Health Service hospital property in New Orleans, La. 

This agency has carefuily investigated the subject matter of the bill and is 
satisfied with its desirability. 

We are informed that the Secretary of the Army, in his report to vour committee 
on this bill, reeommended its enactment if amended to provide for 2approval by 
the Corps of Engineers of the type of construction and the elevation of all tracks 
crossing the main line Mississippi River levee. 

This ageney would favor enactment of the bill so amended. 

The Bureau of the Budget has advised that there is no objection to the sub- 
mission of this report to your committee. 

Cordially yours, 


EpmuNp F. Mansure, Administrator. 











4 AMEND ACT OF FEBRUARY 13, 1900 (31 STAT. 28) 


DEPARTMENT OF THE ARMy, 
Washington 25, D. C., March 18, 
Hon, CHartes A. WOLVERTON, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives. 
DEAR Mr. CHAIRMAN: Reference is made to your request for the views 





Department of the Army with respect to H. R. 6870, 83d Congress, a bill 
amend the act of February 13, 1900 (31 Stat. 28), by approving existing ra 
installations and authorizing further railway installations on the batture ir 
of the Public Health Service hospital property in New Orleans, La m 
The Department of the Army has considered the above-mentioned bill I | 
purpose of the bill is to amend the act approved February 13, 1900 (31 Stat. 28 
in order to approve certain long-existing railway installations and in order t 
authorize the construction of railroad track to serve the proposed Nashville 
Avenue wharf in New Orleans 
The existing installations have no effect on any existing or proposed works 
the Corps of Engineers; however, the new track will be constructed on and ove; 
the main line Mississippi River levee. ‘The location of the crossing is not objec- W 
tionable, but present plans of the railroad indicate that the top of the rail eleva- r 
tion at the levee crown will be the same as the approved levee grade at that T 
location. Since the bottom of the roadbed ballast will normally be approximaté [ 
2 feet below the top of the rail, enactment of the bill in its present form would re 
constitute authority to violate the approved levee grade C 
The Department of the Army interposes no objection to the enactment ; 
H{. R. 6870 provided the bill is modified by inserting the following language after 
the word ‘‘That”’ in subparagraph (ec) on page Y, line 18: “‘the type of construction 
and elevation of all tracks crossing the main line Mississippi River levee shall be Ut 
subject to approval by the Corps of Engineers, United States Army, and that * * *” 
Enactment of H. R. 6870 would not involve the expenditure of Federal funds 
The Bureau of the Budget advises that there is no objection to the submissio: 
of this report and that there would be no objection to the enactment of the 7 
amended bill as recommended by the Department of the Army 
Sincerely yours, ; 
Ropert T. STEVENS, ue 
Secretary of the Army pr 
R 
EXECUTIVE OFFICE OF THE PRESIDENT, th 
BUREAU OF THE BUDGET, B 
Washington 25, D. C., March 18, 195 
Hon. CHarLes A. WOLVERTON, Le 
Chairman, Committee on Interstate and Foreign Commerce, a 
House of Representatives, Washington 25, D. C. 0 
My Dear Mr. CuarrMan: This is in reply to your letter of March 2, 1954, ih 
requesting the views of this Office with respect to H. R. 6870, a bill to amend the th 
act of February 13, 1900 (31 Stat. 28), by approving existing railway installations a 
and authorizing further railway installations on the batture in front of the Publi “0 
Health Service hospital property in New Orleans, La. 
In his report to your committee on this bill the Secretary of the Army is recom- 2 
mending its enactment if amended to provide thet the type of construction an: ba 
elevation of all tracks crossing the main line Mississippi River levce shall be sub F 
ject to approval by the Corps of Engineers, United States Army. 
The Bureau of the Budget would have no objection to the enactment of such a = 
amended bill i 
Sincerely vours, 
Donatp R. Betcunr, Assistant Director “ 
ji 
CHANGES IN EXISTING LAW to 
fit 
[In compliance with clause 3 of rule XIII of the Rules of the House st 
of Representatives, changes in existing law made by the bill, as intro- a 
duced, are shown as follows (existing law proposed to be omitted is . 
enclosed in black brackets, new matter is printed in italics, existing ar 
law in which no change is proposed is shown in roman): m 
ay 
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<eEcTION 1 OF THE Act APPROVED FrERRUARY 13, 1900 (31 Svar. 28) 


Section 1. (a) That permission and authority be, and they are hereby, granted 
e Orleans levee board to move, without cost to the United States, the existing 
of levee in front of the United States [marine-hospital] Puodlic Health Service 

hospital property in New Orleans, Louisiana, in the square bounded by State 

street, Henry Clay Avenue, Tchoupitoulas Street, and the Mississippi River; said 
line of levee to be moved outwardly in the direction of said river to the new line of 
levee established by the said Orleans levee board, and that the city of New Orleans 
be, and it is hereby, authorized to extend, lay out, [open and] open, and to keep 

n, through the said [marine-hospital] Public Health Service hospital property, 

he street known as [Front Street] Leake Avenue (Front Street), one hundred and 

n feet wide, extending from [Penniston Street] Penision Street to the upper 
limits of the city of New Orleans, a distance of about five miles, as provided for 
inder ordinance of the city of New Orleans, numbered fifteen thousand and eighty, 
council series, approved March first, eighteen hundred and ninety-nine: Provided, 
That in case the said city of New Orleans has granted, or shall grant, a [right of 
way ] right- of-way over said street to any railway company, corporation, firm, or 
person, or that said street shall be used for railway purposes, such grant, privilege, 
or use shall be upon condition that no part of said street within the limits of said 
[marine-hospital] Public Health Service hospital property (or within one thousand 

et from the same) shall be used for depot purposes, or railroad vard, or for the 

[purpose] purposes of switching, shifting, or parking cars, or making up or 
breaking up trains of cars, or for any other purpose than the ordinary transit, 

without stopping, of railway trains excepting, however, the stopping of cars by reason 

of the automatic interlocking located at the intersection of the tracks of the Illinois 

Central Railroad and the Publie Beit Railroad Commission between Jefferson Avenue 

and Octavia Street when the crossing is occ upred by opposing trains: And provided 

further, That the inner line of said [Front Street] Leake Avenue (Front Street) shall 
not be located at any point nearer than eight feet to the present iron fence [in- 
closing J enclosing the grounds of said Cmarine-hospital] Public yes Service 
hospital property; and the violation of any of the provisions of this Act shall, as to 

‘person, company, railway company, municipal corporation, or other corpora- 
tion so violating any of said provisions, cause a revocation of all rights and 
privileges given or granted by this Act. 

b) The existing railway side tracks and related rail facilities of the Public Belt 
Railroad Commission, the following described center lines of which are located within 
the area set forth in paragraph (a) hereof are hereby approved: as shown on Public 
Relt Railroad Plan No. A—14-57, revised July 6, 1958. 

1) A certain track designated as ‘Old Mengel Switch”, beginning at a point 
designated ‘‘ F”’ approximately fifteen feet riverward from Public Pelt river main track, 
said point ‘‘E”’ being one thousand feet in an upstream direction from the northeast 
corner of Henry Clay Avenue and Leake Avenue; thence by a line bearing approri- 
mately south forty-two degrees east, a distance of approximately forty-seven feet; 
thence by a twelve degree thirty minute curve to the left, a distance of approximately 
oeny feet; thence by a line approximately twenty-six feet riverward from and parallel 
to Public Belt river main track bearing approximately south fifty degrees east, a dis- 
tance of approximately three hundred feet to point designated “‘F’’, the end of the 
eristing track, said point “‘F’’ being approximately six hundred feet from the northeast 
corner of Henry Clay Avenue and Leake Avenue, measured along a straight line. 

2) A certain track designated as “number 1’’, beginning at a point designated by 
the letter “G’, said point ‘‘G’’ being on Public Belt river main track at a distance of 
approximately two hundred and seventy-eight feet upstream from the northwest 
corner of State Street and Leake Avenue, measured along a straight line; thence by a 
number 7? turnout and curve to the right, a distance of approximately ninety feet in a 
downstream direction; thence by a ten degree curve to the left, a distance of approxi- 
mately two hundred and thirty feet in a downstream direction; thence by a line bearing 
approximately north eighty-nine degrees east, thirteen feet riverward from and parallel 
to Public Belt river main track, a distance of approximately nine hundred and sizty- 


jive feet to point designated ‘‘H’’, said point ‘“‘H”’ being one thousand feet in a down- 


stream direction from northwest corner of State Street and Leake Avenue, measured 
along a straight line. 

(3) A certain track designated as ‘‘number 2’’, beginning at a point designated 
“J”, said point designated ‘‘J”’ being on track n umber 1 approximately five hundred 
and thirty feet downstream from the northwest corner of State Street and Leake Avenue, 
measured along a straight line; thence by a number 7 turnout to the right, a distance of 
approximately seventy feet; thence by a line bearing approximately south eighty-two 
degrees east, a distance of approximately forty-eight feet; thence by a twenty-four 
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degree thirty minute curve to the left, a distance of approximately forty-five 
thence by a line approximately sixteen feet riverward from and parallel to 
number I bearing approximately north eighty-nine degrees east, a distance of ap. 
proximately two hundred feel; thence by a twenty-four degree thirty minute curve to the 
right, a distance of approximately sixty feet; thence by a line bearing approximat 

south seventy-nine degrees east, a distance of approximately fifty feet to point designated 
“K”’, said point designated ‘‘K”’ being one thousand feet downstream from the 
northwest corner of State Street and Leake Avenue, measured along a straight ling 

(4) A certain track designated as “track number 3’, beginning at a point designated 
by the letter “‘L’’, said point “‘L”’ being on aforesaid track number 2, at a point 
approximately eight hundred and twenty feet in a downstream direction from th: 
northwest corner of State Street and Leake Avenue, measured along a straight ling 
thence by a number 5 turnout to the right, a distance of approximately fifty feet; thence 
by a line bearing approximately south seventy-nine degrees east, a distance of on 
hundred and twenty-five feet to a point designated ‘‘M’’, said point ‘‘M”’ being 
one thousand feet in a downstream direction from the northwest corner of State Street 
and Leake Avenue measured along a straight line. 

(5) A certain track designated as “‘track number 4’’, beginning on track number 2 
at a point designated by the letter ‘‘N”’, said point ‘‘N” being approximately sever 
hundred and fifty-six feet downstream from the northwest corner of State Street and 
Leake Avenue, measured along a straight line; thence by a number 5 turnout to thi 
right, a distance of approximately fifty feet; thence by a line bearing approximately 
south seventy-nine degrees east, a distance of approximately one hundred and ninety- 
two feet to point designated ‘‘O’’, said point “‘O” being one thousand feet in a down- 
stream direction from the northwest corner of State Street and Leake Avenue, measured 
along a straight line. 

(6) A certain track designated as “track number five,” beginning at a point on 
track number 2, designated by the letter “‘P,” said point “P” being approximately 
six hundred and ninety feet in a downstream direction from the northwest corner of 
State Street and Leake Avenue, measured along a straight line; thence by a number 5 
turnout to the right, a distance of approximately fifty feet; thence by a line bearing 
approximately south seventy-nine degrees east, a distance of approximately two hun- 
dred and fifty-eight feet to point designated “‘),” said point “O” being one thousand 
feet in a downstream direction from the northwest corner of State Street and Leak 
Avenue, measured along a straight line. 

(7) A certain track designated as ‘‘track number six,’’ beginning at a point or 
track number 1, designated by the letter “R,”’ said point ‘‘R” being approximately 
one hundred and thirty feet from the northwest corner of State Street and Leake Ave- 
nue, measured in a southwesterly direction along a straight line; thence by a number 7 
turnout to the right, a distance of approximately eighty feet in a downstream direction, 
thence by a ten degree curve to the left, a distance of approximately one hundred and 
thirty-eight feet; thence by a line approximately eighteen feet riverward from and par- 
allel to track number 1 bearing approximately north eighty. nine degrees east, a dis 
tance of approximately three hundred and seventy feet; ot by a twelve degree thirty 
minute curve to the right a distance of approximately sixty-five feet; thence by a line 
bearing approximately south eighty-two degrees east, a distance of approximately three 
hundred twleve feet; thence by an eight degree curve to the right, a distance of approxi- 
mately eighty-three feet; thence by a line bearing approximately south seventy-seven 
degrees east, a distance of approximately forty-two feet to point designated ‘‘S,’’ said 
point “S’’ being one thousand feet in a downstream direction from the northwest 
corner of State Street and Leake Avenue, measured along a straight line. 

(8) A certain track designated as ‘‘track number seven’’, beginning at a point on 
track number 6, designated by the letter ‘‘T’’, said point ‘‘T”’ being approximately 
one hundred and thirty feet from the northwest corner of State Street and Leake Avenue, 
measured in a southeasterly direction along a straight line; thence by a number 7 turn- 
out to the right, a distance of approximately ninety-two feet; thence by a twelve degree 
thirty minute curve to the left, a distance of approximately seventy-nine feet; thenc: 
by a line thirteen feet riverward from and parallel to track number 1, bearing approzi- 
mately north eighty-nine degrees east, a distance of approximately two hundred and 


I 


sixty feet; thence by a twelve degree thirty minute curve to the right, a distance of 


approximately sixty-three feet; thence by a line thiriveen feet riverward from and 
parallel to track number 6 bearing south eighty-two degrees east, a distance of approri- 
mately two hundred and twenty feet; thence by an eight degree curve to the right, a 
distance of approximately eighty-five feet; thence by a line approximately nineteen 
feet riverward from and parallel to track number 6 bearing approximately south 
seventy-seven degrees east, a distance of approximately one hundred and twenty- 
eight feet to point designated “‘U”’, said point ““U” being one thousand feet in a 
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nstream direction from the northwest corner of State Street and Leake Aven 
ed along a straight line. 

The Public Belt Railroad Commission is authorized to install twe railway 

cks and related railway facilities to serve the proposed Nashville Avenue wharf 
n the area described in paragraph (a) hereof, the center lines of which railway 

ks are substantially as hereinafter described: Provided, That the switching of 
‘or the purpose of servicing the proposed Nashville Avenue wharf shall be per- 

ted only between the hours of 6 o'clock antemeridian and 8 o'clock posimeridian, 
Beginning at the end of the existing Old Mengel Switch at point designated 

PF”, said point ‘“‘F”’ being approximately six hundred feet upstream from the north- 


‘é, 


east corner of Henry Clay Avenue and Leake Avenue, measured along a straight 


ne; thence by a line bearing approximately south fifty degrees east, a distance of 
approximately three hundred and twenty feet; thence by a three degree curve to the 
eft, a distance of approximately one hundred and eighteen feet; thence by a line bear- 
ng approximately south fifty-four degrees east, a distance of approximately one thou- 
and two hundred and seventy feet; thence by a twelve degree thirty minute curve to 
the left, a distance of approximately one hundred and seventy feet; thence by a line 
bearing approximately south seventy-five degrees east, a distance of approximately 
ninety-two feet; thence by a twelve degree thirty minute curve to the left, a distance of 
approximately sixty-six feet; thence by a line seven feet cityward from and parallel 
to the rear apron of the proposed Nashville Avenue wharf, bearing approximately 
south eighty-three degrees east, a distance of approximately six hundred and forty 
feet to a point designated ‘‘V”’, said point ‘‘V”’ being one thousand feet in a down- 


‘stream direction from the northwest corner of State Street and Leake Avenue, measured 


along a straight line. 

(2) Beginning at a point on the proposed track to serve proposed Nashville Avenue 

harf, previously described, at a point designated by the letter ‘“W’’, said point ‘“W”’ 
being approximately siz hundred feet from the northwest corner of Leake Avenue and 
State Street, measured in a southerly direction along a straight line; thence by a 
number 7 turnout to the left, a@ distance of approximately eighty feet; thence by a line 
twenty feet cityward from and parallel to the rear apron of the proposed Nashville 
{venue wharf bearing approximately south eighty-three degrees east, a distance of 
approximately seven hundred and twenty-five feet to point designated “ X’’, said point 
‘Y” being one thousand feet in a downstream direction from the northwest corner of 
State Street and Leake Avenue, measured along a straight line. 


f 
— 
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“WARRANT OFFICER ACT OF 1954 


\farcnu 23, 1954.—-Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 


\ir, ARENDS, from the Committee on Armed Services, submitted the 
following 


REPORT 


[To accompany H. R. 6374] 


The Committee on Armed Services, to whom was referred the bill 
(H. R. 6374) to revise certain laws relating to warrant officers ofthe 
Army, Navy, Air Force, Marine Corps, and Coast Guard, and for 
other purposes, having considered the same, report favorably thereon 
with an amendment and recommend that the bill, as amended, do 
pass. 

The amendments are as follows: 

On page 1, line 4, strike out 1953” and insert “1954”. 

On page 2, line 7, immediately preceding the word “warrant’’, insert 
the words “‘permanent or temporary”’. 

On page 3, line 12, after the words “warrant or’, insert the word 
“any”. 

On page 3, immediately following line 16, strike out the word 
“REDESIGNATION”’ in the caption, oa insert in lieu thereof the word 
‘DISTRIBUTION’. 

On page 5, immediately following line 3, add a new paragraph 4 as 
follows: 

(4) Enlisted personnel heretofore or hereafter assigned to the Fleet Reserve 
and Fleet Marine Corps Reserve who have, or are entitled to have warrant 
grade pursuant to section 10 (a) of the Act of July 24, 1941, as amended, 
will be distributed among the grades established by section (3) of this Act 
as the Secretary may prescribe. Distribution effected in accordance with 
this paragraph will not serve to decrease the retainer pay or retired pay to 


which these persons are entitled under section 511 of the Act of October 12, 
1949, as amended. 


On page 5, line 13, after the word “any’’, insert the words “permanent 
or temporary”’. 

On page 6, line 4, strike out the period after the word “‘appointment”’ 
and insert the words ‘‘or commission.” 


42006—54——-1 
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On page 10, line 5, strike out the word ‘indicate’ and insert jp 
lieu thereof the word “establish”’ 

On page 13, lines 16 and 17, strike out the words “be entitled to 
severance pay under section 16 of this Act,”’ 

On page 13, strike out lines 18 through 25, inclusive, and insert jp 
lieu thereof the following: 

(A) upon his application and in the discretion of the Secretary, he js 
enlisted in such grade as the Secretary may direct, or 
(B) if serving on active duty as a commissioned officer, he elects. 
with the consent of the Secretary, to remain on active duty in his officer 
status; 
be entitled to severance pay under section 16 of this Act; 

On page 14, line 24, strike out the word “revoked”’ and insert in 
lieu thereof the word ‘terminated’. 

On page 16, line 11, strike out the word “retirement” and insert 
in lieu thereof the word “separation”’ 

On page 16, line 15, after the word “deferred’’, insert the words 
“by the Secretary” 

On page 16, lines 20 and 21, strike out the word “retirement” and 
insert in lieu thereof the word “separation” 

On page 17, line 5, after the letter ‘‘(b)’’, insert the words ‘and in 
subsection (g)”’ 

On page 17, line 22, strike out the words “his years of active service” 
and insert in lieu thereof the words ‘‘years of service creditable in 
the computation of such basic pay”’ 

On page 18, line 17, after the word ‘ 
any other law” 

On page 18, immediately following line 19, insert a new subsection 
(g) as follows 

(zg) The separation of any person who, on the effective date of this Act, is a male 
warrant officer of a reserve component of the Armed Forces and who upon attain- 
ing the age of sixty has completed less than twenty years of satisfactory Federal 
service, as defined by section 302, Public Law 810, Eightieth Congress, may be 
deferred by the Secretary concerned until he completes twenty years of satisfac- 
tory Federal service, but not later than that date which is sixty ‘days after the date 
on which he attains the age of sixty-four, if a member of the Army or Air Force, or 
age sixty-two if a member of the Navy, Marine Corps, or Coast Guard, and the 
separation of any person who, on the effective date of this Act, isa woman warrant 
officer of a reserve component of the Armed Forces who upon attaining the age 
of fifty-five has completed less than twenty Ber of satisfactory Federal service, 
as defined in section 302, Public Law 810, Eightieth Congress, may be deferred 
by the Secretary concerned until she completes twenty years of satisfactory 
Federal service, but not later than that date which is sixty days after the date on 
which she attains the age of sixty. 


On page 19, line 1, strike out the word “‘indicate’’ and insert in lieu 
thereof the word ‘establish’. 

On page 19, line 24, change ‘‘Sxc. 16” to read “Sc. 16. (a)”’. 

On page 20, immediately following line 13, add a new subsection 
(b) as follows: 


(b) The acceptance of severance pay under this Act shall not deprive a person 
of ary retirement benefits from the Government to which he would otherwise 
become entitled, but there shall be deducted from any such retirement benefits 
to such a person such portion thereof as is attributable to the active service in 
respect of which severance payment shall have been made to him under this 
Act until the total of the deductions so made equals the total of such severance 
payment. 
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On page 21, strike out all of subsection (b) and reletter subsection 
e) to read subsection (b). 
~ On page 21, line 23, strike out the comma after the word “appoint- 
ment” and insert in lieu thereof the words “within such time as the 
Secretary may prescribe”. _ . 

On page 22, line 2, immediately after the word “emergency’’, insert 
the word “hereafter’’. ; 

On page 24, line 14, strike out the word ‘‘warrant’’ and insert in 
lieu thereof the word “‘commissioned’’. 

On page 24, lines 15, 16, 17, 18, and 19, strike out the following: 
Regular warrant officers and all warrant officers of the Army of the United 
States or of the Air Force of the United States or any component thereof ordered 
into active military service for extended Federal service). 

On page 24, line 19, strike out the word “warrant” and insert in lieu 
thereof the word ‘“‘commissioned”’. 

On page 26, line 12, strike out the date “1953” and insert in lieu 
thereof the date ‘1954’. 

On page 26, line 19, strike out the words “that section,”’. 

On page 28, line 2, strike out the number “60” and insert in lieu 
thereof the number ‘'59”’. 

On page 28, line 3, strike out the number ‘4’ and insert in lieu 
thereof the number ‘‘1”’. 

On page 28, line 18, strike out the number “805” and insert in lieu 
thereof the number ‘807’. 

The purpose of the proposed legislation is to provide a statutory 
career plan for warrant officers of the Armed Forces similar in many 
respects to that now in effect for commissioned officers. 

Warrant officers, as such, have been in existence in the Navy since 
the founding of the Republic; in the Marine Corps since 1916; in the 
Army since 1921; in the Air Force since its establishment as a separate 
military department; and in the Coast Guard since its creation as such 
in 1915. 

Under existing law, the Navy, Marine Corps, and Coast Guard 
divide their warrant officers into two groups: Commissioned warrant 
officers and warrant officers. 

In the Army and Air Force there are no commissioned warrant 
officers, but warrant officers are likewise divided into two groups: 
Chief warrant officers and warrant officers, junior grade. 

The proposed legislation does not change this traditional concept in 


F each service, but it does establish four military grades for warrant 


officers which have existed since the Career Compensation Act of 
1949 as pay grades. 

In the Career Compensation Act of 1949, Congress provided for 
four separate pay grades for warrant officers, but it did not specify 
the manner in which warrant officers would advance in grade to these 
pay grades, nor did the law establish the manner in which warrant 
officers would be distributed among these four pay grades. 

Since the passage of that act, the Department of Defense has 
studied the entire problem with a view toward requesting legislation 
which would establish a career program for warrant officers as nearly 
uniform as is possible under the circumstances. 

The proposed legislation establishes a uniform time in grade re- 
quirement for all warrant officers, something that has not heretofore 
been true among the services. 
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The proposed legislation also establishes new concepts of promotioy 
and attrition which have heretofore not applied to warrant officers 
Thus, following the enactment of the proposed legislation, warray; 
officers will be promoted only as the result of a selection board process 
Warrant officers who fail of selection will be involuntarily separated jy 
a manner similar to commissioned officers. 

In this respect, it should be noted that under existing law warrant 
officers, junior grade, of the Army and Air Force may only be pro. 
moted to the permanent grade of chief warrant officer upon the com. 
pletion of 10 years of service in grade as a warrant officer, junior grade 

In the Navy and Marine Corps, regular warrant officers may }y 
promoted to commissioned warrant officers upon the completion of § 
years in grade as a permanent warrant officer. 

Under the proposed legislation all warrant officers will be eligibl, 
for promotion to the military grade of W-2, if found qualified, upon 
the completion of 3 years of service in grade. This, however, will 
apply only to regular warrant officers and is applicable only to per- 
manent promotions. 

Thereafter promotion from W-2 to W-3, and from W-3 to W-4. 
will be on a best qualified basis after 6 years of service in each grade, 
The proposed legislation precludes the Secretaries of each service from 
establishing an attrition rate in excess of 20 percent, but this does not 
preclude the selection boards from applying a more severe attrition 
rate. 

Regular warrant officers who twice fail of selection for permanent 
promotion will be retired or granted severance pay depending upon 
their length of service. Thus a warrant officer who twice fails of selec- 
tion to a higher permanent grade who has 20 or more years of service 
will be retired. A warrant officer with less than 18 years of service 
who twice fails of selection will be given severance pay. <A warrant 
officer upon the second failure of selection who has completed 18 years 
of service will be eligible for consideration for promotion until he com- 
dletes.20 years of service, at which time, if he has not been promoted, 
he will be retired. This is similar to existing law in the Army and 
Air Force for commissioned officers, except that such commissioned 
officers do not continue to be eligible for consideration for promotion 

The proposed legislation divides itself into three main portions— 
original distribution and redistribution, promotion, and retirement. 

Under the proposed legislation, which was considered at great 
length by the committee, all warrant officers, reservists, temporary 
warrant. officers, and regular warrant officers, will be distributed to 
the grades established by the proposed legislation. Thus, Reserve 
warrant officers will be distributed to the military grades of W-| 
W-2, W-3, or W-4. Temporary warrant officers will likewise be 
distributed among the military warrant grades of W-1, W-2, W-3, 
and W-4. Regular warrant officers will be distributed among the 
permanent military grades of W—1, W-2, W-3, and W~4. 

In that connection, it should be noted that the proposed legisla- 
tion, in section 4, provides that no warrant officer shall receive a lower 
permanent warrant officer grade than the one which corresponds to 
the warrant officer pay grade to which his status as a permanent 
warrant officer entitled him on the effective date of the proposed 
legislation. This is a guaranty to all Reserve and Regular warrant 
officers that they will not be placed in a permanent grade lower that 
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' the military grade corresponding to the permanent pay grade they 


were presumed to hold when they were initially distributed after the 
Career Compensation Act was enacted, or to which they may have 


» been promoted thereafter. 


Temporary warrant officers, or permanent warrant officers serving 
in higher temporary grades, will be assured that the temporary mili- 
tary grade to which they will be distributed will be no lower than the 
pay grade in which they were serving immediately prior to the enact- 


' ment of the proposed legislation. 


Retired warrant officers pose an entirely different problem and one 
' which received the careful attention of the committee. Representa- 
tives of the Retired Officers Association, the Coast Guard Warrant 


' Officers Association, and the Fleet Reserve Association expressed con- 
» cern over retired warrant officers and offered suggestions which would 
> permit retired warrant officers to be distributed among the four mili- 


tary grades even though the personnel involved have never served in 


} a pay grade which would correspond to the military grade which they 


seek to attain. The proposed legislation provides that a warrant 
officer who is now entitled to retired or retirement pay shall be dis- 
) tributed to the warrant officer grade which corresponds to the warrant 
officer pay grade in which he is receiving retired pay, retirement pay, 
or physical disability retirement pay, and in being distributed to these 
military grades no person shall receive an increase or decrease in the 
amount of his retired pay. 
This means that retired warrant officers will continue to draw their 


F present retired pay. 


Any attempt to authorize the redistribution of retired warrant 


) officers to grades higher than those in which they have served or in 


which they have received pav in the opinion of the subcommittee, can 
only result in undesirable discriminations. 

The committee was impressed with the fact that personnel legisla- 

tion as a general rule never authorizes promotion on the retired list 


» for pay purposes. When the Career Compensation Act was passed, 


the section dealing with the four pay grades for warrant officers pro- 
vided that the pay grades would be applicable to those heretofore 
_and hereafter retired. In an effort to comply with this provision the 


services distributed their retired warrant officers among the four pay 


grades established by the Career Compensation Act to the nearest 


) corresponding pay grade of that which the retired warrant officer 


‘held on the retired list. Thus, a chief warrant officer of the Army 


' or Air Force was placed in W-2. In the Navy and Marine Corps 
' warrant officers previously retired were distributed as W-1’s, and 


/ commissioned warrant officers were distributed among the three higher 
pay grades, based upon total commissioned service, including com- 


missioned officer service. Some commissioned warrant officers were 


placed in pay grade W-3 and some in pay grade W-4, although the 


> vast majority were placed in pay grade W-2. In most instances, 


however, commissioned warrant officers who were serving as such at 


' the outbreak of World War II were advanced to temporary commis- 
_ sioned grade and have since been retired in that commissioned grade. 
) Thus, numerically, only a few commissioned warrant officers of the 


» Navy and Marine Corps were distributed into pay grades 3 or 4 on 


the retired list and are now drawing the retired pay of a W-3 or W-4 


' except in those few instances where commissioned warrant officers 
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of the Navy and Marine Corps had been advanced to the third 9, 
fourth pay period of the two previously existing warrant grades 
The Pay Readjustment Act of 1942 established 4 pay periods fo 
warrant officers even though there were only 2 military grades, 
such. Thus, retired warrant officers in the third or fourth pay perio, 
upon distribution following enactment of the Career Compensatioy 
Act were accorded a pay grade corresponding as close as possible to 
the retired pay to which they were then entitled. No warrant officers 
in the Army and Air Force retired prior to October 1, 1949, wer 
placed in pay grades 3 or 4 since there were only 2 military grade 
and the only warrant officers who were eligible for higher retired pay 
because of the 4 pay periods, were Army mine planters, all of whom 
were advanced to commissioned officer grades during World War |] 
and afterward retired as temporary commissioned officers, and are 
now drawing retived pay on that basis. 

The problem is further complicated by the fact that the grade of 
chief warrant officer was not established in the Army until 1941 and 
therefore, any attempt to distribute previously retired warrant officers 
among four military grades which are authorized by the proposed 
legislation would involve the question of distributing warrant officers 
retired prior to 1941 into a grade which did not exist. A cutoff date 
would be unfair, no matter what date was used. 

Taking all of these matters into consideration, the committee 
concluded that the wisest policy to which this committee can adhere 
is the principle of not promoting for pay purposes any person on th 
retired list. Since the proposed legislation for the first time will 
establish four military grades it would be administratively difficult 
if not impossible, to attempt to specify which warrant officers previ- 
ously retired would have been advanced to the higher military grades 
established under the proposed legislation had those military grades 
been in existence at the time of their service. 

The committee can point to an analogy in this respect: Supposing 
each service were to create a new commissioned grade between the 
grade of major and lieutenant colonel and were to call that grade a 
“‘captain-major’’, how would we then distribute retired officers to a 
grade in which they never served? The same problem would confront 
the Armed Forces if they attempted to distribute previously retired 
warrant officers to military grades in which they never served. 

Other portions of the proposed legislation deal with promotion, and 
guarantees each permanent warrant officer of the regular service credit 
in the permanent warrant officer grade in which distributed for all 
service in that permanent warrant officer grade after September 30, 
1949, the effective date of the Career Compensation Act for practical 
purposes. This provision of the proposed legislation, section 4 (b), 
means that every permanent warrant officer of the regular service 
when distributed to the military grades established by the proposed 
legislation will be guaranteed his service in his permanent grade since 
September 30, 1949, so that if he is serving as a permanent W-2, for 
example, he would become eligible for consideration for promotion to 
W-3 in the very near future. In the event that a Regular warrant 
officer is distributed to a higher permanent grade than the one 1 
which he is now serving as a permanent warrant officer, then there 1s 
no guaranteed length of service insofar as the permanent grade 1s 
concerned, All warrant officers of the regular services who are dis- 
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tributed to a permanent military grade higher than their present 
permanent grade will be placed on a lineal list in accordance with 
regulations established by the Secretaries. The guaranteed time-in- 
crade provision of section 4 (b) protects all service in grade since 
September 30, 1949, for those serving in the permanent grade which 
they now hold. 

In this connection, it should be noted that each of the services 
made an initial distribution of warrant officers among the four pay 
grades established by the Career Compensation Act, in 1949 and in 
1950. Warrant officers have since been serving in those grades and 
may have been promoted. The proposed legislation seeks to avoid 
lisruption of that distribution made in 1949 and 1950 and at the same 
time protects the service in grade of all permanent warrant officers 
insofar as their permanent grade is concerned. 

Section 5 of the proposed legislation permits the original appoint- 
ment of permanent warrant officers and will permit many warrant 
officers now serving as temporary warrant officers to be considered for 
appointment as permanent warrant officers in the higher warrant- 
officer grades. 

Under the proposed legislation, warrant officers will be promoted on 
a fully qualified and best qualified basis through the operation of selee- 
tion boards. Here there is an interesting departure from existing law 
as it pertains to commissioned officers with respect to physical stand- 
ards. The proposed legislation provides, with respect to warrant 
officers, that the physical standards for promotion shall be the same 
as those prescribed for retention on active duty. Stated simply, this 
means that a warrant officer who is not sufficiently incapacitated for 
retirement will continue to be qualified for promotion. 

The proposed legislation, insofar as it deals with promotion, applies 
only to the permanent promotion of Regular personnel. Each of the 
services will initiate programs for the promotion of temporary warrant 
officers and Reserve warrant officers paralleling the system established 
under the proposed legislation for permanent promotions. However, 
the proposed legislation deals only with permanent promotions of 
Regular warrant officers. 

Under this proposal, each Regular warrant officer serving as a 
permanent W-1 will be eligible for consideration on a fully qualified 
basis to the permanent grade of W-2 sufficiently in advance of the 
time he completes 3 years in grade as a W-1. Selection boards will 
use a fully qualified basis which means that all warrant officers who 
are found fully qualified may be promoted without any necessary 
attrition being effected. Thereafter, warrant officers serving in the 
permanent grade of W-2 must be considered for promotion to the 
grade of W-3 sufficiently in advance of the time they complete 6 
years of service in grade as a W-2. The same applies to promotion 
from W-3 to W-4. However, in promoting from W-2 to W-3, and 
from W-3 to W-4, a “best qualified” system will be used and the 
Secretary may establish an attrition rate not to exceed 20 percent. 

In other words, under section 10 (a) (2) of the proposed legislation, 
the Secretary, by administrative action, is limited in the attrition 
that he may impose upon warrant officers going from W-2 to W-3 
and from W-3 to W-4 to not exceed 20 percent. Thus, insofar as the 
Secretary of each service is concerned, if 100 W-2’s have completed 
nearly 6 years in grade, and are eligible for advancement to W-3, 
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the Secretary can prescribe a number which may be promoted which 
cannot be less than 80 percent of those being considered. Thus, 8) 
of the 100 warrant officers serving as W—2’s may be promoted, although 
the Secretary need not apply a 20 percent attrition factor. It can be 
less. In addition, selection boards, composed of commissioned officers 
serving in the grade of lieutenant colonel or higher, or their equivalent, 
may, in using the best qualified method, extract a heavy attrition 
rate. 

To summarize then, all W-1’s upon completion of 3 years of service 
in grade may, if found fully qualified, be promoted to W-2. W-2 
may be promoted to the grade of W-3, but only on a best qualified 
basis subject to a maximum attrition rate imposed by the Secretary 
of 20 percent and such other attrition as the selection board itself 
may impose. 

Likewise, the procedure will be the same for promotion from W 
to W-4. Historically, a best qualified method of promotion involves 
competition, while a fully qualified basis involves promotion if basi 
standards are met. All persons can be promoted under a fully quali- 
fied basis; invariably there is attrition on a best qualified basis. 

The attrition factor will be determined on the basis of those who 
are eligible for the first time for promotion. Thus if a Secretary 
wished to effect the maximum ittrition rate permitted under the 
law, 20 percent, he could establish that as his factor and if 100 warrant 
officers were completing service in grade as a W-2, the Secretar) 
could indicate that not more than 80 could be promoted to the grade 
of W-3. However, those previously passed over for the first time 
would also be eligible for consideration for promotion and thus they 
would inc rease the number of eligibles. Thus, it is conceivable that 

120 W-2’s could be considered for promotion and only 80 be selected 
Those who fail the second time would be retired or granted severance 
pay; those who fail the first time for selection would have another 
opportunity for selection during the following year. 

Likewise, warrant officers who fail of selection, may, at the re quest 
of the warrant officer, and at the discretion of the Secretary, be enlisted 
in such grade as the § Secretary may direct. Thus, warrant officers 
who fail to be promoted may go back to the enlisted ranks so that their 
services will not be lost. They will then qualify for retirement under 
the normal retirement laws. Those who elect to enlist in the grade 
determined by the Secretary will not be entitled to severance pay; 
those who accept severance pay and thereafter enlist will have their 
severance pay deducted from their retired pay if they become eligible 
for retirement pay. Likewise, it is possible in selecting Regular 
warrant officers to permanent warrant grades that such warrant officers 
may be serving on active duty as Reserve commissioned officers or as 
temporary commissioned officers. It is also quite possible that a 
warrant officer may fail of selec tion on a best qualified basis to the next 
higher permanent warrant officer grade, even while serving as a Re- 
serve or temporary commissioned officer. In such an event he may 
elect to remain on active duty as a commissioned officer with the con- 
sent of the Secretary. If he remains on active duty under these 
circumstances, however, he is precluded from receiving severance pay. 
In addition, officers so affected will have their appointments as warrant 
officers terminated. 
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The other extremely significant portion of the proposed legislation 
deals with retirement. Under existing law Navy and Marine Corps 
commissioned warrant officers may apply for retirement upon the 
completion of 20 years of active service if the last 10 years of such 
service has been in a commissioned status. This is subject to the 
existing limitation contained in the Defense Appropriation Act of 
1954. Warrant officers who are not commissioned warrant officers, 
that is W-1’s, of the Navy and Marine Corps, may apply for retire- 
ment only ae the completion of 30 or more years of active service. 
The statutory age for involuntary retirement is 62. 

In the Coast Guard retirement upon the completion of 20 or 30 
years of service is voluntary and within the discretion of the Secretary; 
and under existing law commissioned warrant officers are now required 
to have 10 years of commissioned service in order to apply for volun- 
tary retirement upon the completion of 20 years of service. 

In the Army and Air Force warrant officers may apply for retire- 
ment in their permanent grade after 20 years of service. However, 
under present policies such applications are not approved unless the 
individual has completed 30 years of total service or has reached the 
age of 60. Warrant officers retired in the Army and Air Force with 20 
years of service may be advanced to the highest grade satisfactorily 
served during the period September 9, 1940, to June 30, 1946, only 
after the completion of 30 years of service. 

Under the proposed legislation, all warrant officers will be eligible 
to apply for retirement upon the completion of 20 years of service. 
This applies to Regular warrant officers, temporary warrant officers, 
and Reserve warrant officers serving on active duty. It should be 
noted that this section of the proposed legislation (sec. 14) merely 
gives warrant officers the right to apply for voluntary retirement after 
20 years of service, and still leaves in the hands of the Secretary of 
each service concerned, the determination as to whether or not the 
warrant officer will be permitted to retire. 

Any warrant officer who does retire under this proposed provision 
of law, will be entitled to be retired in the permanent warrant officer 
grade held on the date before the date of his retirement or in any higher 
warrant officer grade in which he has satisfactorily served as deter- 
mined by the Sec retary concerned. 

The formula for computing retired pay has been amended by the 
committee at the request of the military departments. The bill 
considered by the subcommittee provided that retired pay would be 
computed at 2% percent of the active duty basic pay such warrant 
officer would have been entitled to receive if he had been serving on 
active duty in the warrant officer grade in which retired on the date 
before the date of his retirement, multiplied by the number of years 
of active service, but not to exceed 75 percent of the basic pay. 

Public Law 810, 80th Congress, title II, and Public Law 305, 79th 
Congress, now permits warrant officers who retire, to compute their 
retirement pay on the number of years of service creditable in the 


; computation of such basic pay. Thus under present law a warrant 
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officer with 22 years of active service and 8 years inactive reserve 

service is entitled to include his inactive reserve service in the com- 

putation of his retirement pay just as he is entitled to count that 

inactive reserve service for longevity purposes. It would obviously 

be unfair to now enact legislation which would permit warrant officers 
H. Rept. 1383, 83-2——2 
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retired hereafter to count only their active service when they q, 
already entitled to count all service credited for basic pay purposes 
Thus, the subcommittee amended the proposed legislation so as 
continue in effect this benefit. 

Section 14 of the proposed legislation also provides for mandato; 
retirement of warrant officers. Under the proposed legislation, an\ 
warrant officer who, having completed not less than 20 years of actiy; 
service and having attained the age of 60, shall be retired on that dat 
which is 60 days ‘after he attains the age of 60. Permanent wome: 
warrant officers who have completed not less than 20 years of actiy, 
service will be retired upon attaining the age of 55 on that date which 
is 60 days after the date on which she attains the age of 55. 

Likewise, all warrant officers who complete 30 years of service \ 
be retired, except that upon a recommendation of a board of officers 
and in the discretion of the Secretary any permanent warrant office: 
of the Regular service who has completed 30 years of active servi 
may, with his consent, be continued on active duty, but not beyond 
that date which is 60 days after the date upon which he attains th 
age of 60. 

Any warrant officers serving on active duty when this proposed 
legislation becomes law who cannot complete 20 vears of active servic 
before attaining the age of 60 may be retained until the age of 62 in 
the Navy, Coast Guard, and Marine Corps and the age of 64 in th 
Army and Air Force. However, this provision applies only to pe: 
manent warrant officers of the Regular service. It is a one-shot 
proposition and affects very few warrant officers. It is merely to 
protect those few warrant officers who may have entered the armed 
services.late in life during World War II and who could not otherwise 
qualify for retirement. Hereafter, warrant officers will not be ap- 
pointed who cannot complete the minimum years of service necessar\ 
to qualify for retirement. The same provision will be applicable to 
permanent women warrant officers of the Regular service with respect 
to those who attain the age of 55. Such women warrant officers may 
have their retirement deferred until they complete 20 years of service 
but not later than the date which is 60 days after the date on which 
they attain the age of 60. 

To summarize, all warrant officers—Regulars, reservists, and tem- 
porary—may apply for retirement upon completing 20 years of activ 
service. This is a right to apply for retirement, but the privilege of 
granting such retirement is discretionary with the Secretary concerned 
All permanent warrant officers of the Regular service shall be retired 
upon attaining the age of 60 or upon completing 30 years of total 
service. In the case of women warrant officers, the age is reduced to 
55. Regular warrant officers may be retained beyond the date they 
complete 30 years of service if selected by a board and with the 
approval of the Secretary and the warrant officer concerned, but not 
beyond the age of 60, except for the 60-day grace period. Those 
few Regular warrant officers who could not complete 20 years of active 
service now serving as warrant officers may be retained until age 62 
in the Navy, Marine Corps, and Coast Guard, or age 64 in the Army 
and Air Force. Retired pay will be computed upon the grade in 
which retired or the highest warrant officer grade satisfactorily served 
and retired pay shall be computed on the basis of service creditable for 
pay purposes. 
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This section of the proposed legislation also provides that all 
warrant officers shall be retired or separated not later than 60 days 
after the date upon which the warrant officer attains the age of 60, if 
a male warrant officer, or the age of 55, if a female warrant officer. 
Since this section applies to reservists, Regulars, and temporary war- 
rant officers, it means in effect that any warrant officer serving on 
active duty or not serving on active duty who attains the age of 60 
will be retired or separated. 

The committee, taking into consideration the requests of various 
organizations and individuals who are concerned about Reserve 
warrant officers, and particularly band leaders of the National Guard, 
has amended the section so as to except from this flat requirement 
for separation at age 60, warrant officers of the Reserve components 
who now hold sue +h warrants but cannot complete 20 years of satis- 
factory service for the purposes of retirement under title III of 
Public Law 810, 80th Congress. Under the committee amendment, 
discretion is granted to the Secretaries to permit these Reserve warrant 
officers to continue in Reserve components until attaining age 62 
in the Navy, Marine Corps, and Coast Guard, and age 64 in the 
Army and Air Force to qualify for Reserve retirement. This is 
similar to the discretion granted in the proposed legislation for 
Regular warrant officers faced with a similar problem. 

Another provision of the proposed legislation, section 15, deals with 
the elimination of unfit or unsatisfactory Regular warrant officers. 
Here the committee amended the proposed legislation so as to require 
a selection board or board of officers convened to select out unfit or 
unsatisfactory warrant officers to find that the records and reports 
establish the unfitness or unsatisfactory performance of the warrant 
officer concerned in lieu of a finding that the records merely indicate 
such unfitness or unsatisfactory performance. 

Finally, the proposed legislation provides for severance pay for 
Regular warrant officers who fail of selection and who do not reenlist 
or who do not continue on active duty as a commissioned officer if 
they were then serving as commissioned officers. Severance pay in 
the case of those who fail of selection is to be computed on the basis of 
2 months’ basic pay for each year of active service not to exceed @ 
total of 2 years’ basic pay. Warrant officers selected for separation 
because of unfitness or unsatisfactory performance of active duty will 
have their severance pay computed on the basis of 1 month’s basic 
pay for each year of active service not to exceed a total of 1 year’s 
basic pay. 

It should be noted that the committee amended section 16 of the 
proposed legislation by the addition of a new subsection (b) to the 
effect that any person who, under the proposed legislation, receives 
severance pay will not be precluded from thereafter earning or being 
entitled to retirement. However, any retirement pay based on the 
same service for which severance pay is granted will be withheld until 
such time as the total of the deductions made from the retirement pay 
equals the total amount of such severance payment. This provision 
merely precludes a warrant officer who fails of selection or who is 
granted severance pay under this act from thereafter qualifying for 
retirement and drawing retirement benefits based upon the same 
service for which he received a severance payment. 

Section 18 of the proposed legislation provides for the suspension 
of the proposed legislation or other laws dealing with the promotion, 
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retirement, or separation of warrant officers in times of emergency 
declared by the President, or the Congress, or in time of war. The 
committee amended this portion of the proposed legislation so as to 
make it applicable only in time of emergency hereafter declared. 

Other provisions of the proposed legislation are technical in nature 
and repeal or amend existing laws dealing with warrant officers. 

In this connection, it should be noted that section 19 (d) of the 
proposed legislation amends the act of August 21, 1941, which is the 
existing authority for temporary appointment of warrant officers jy 
the Army and Air Force. The proposed subsection, as amended by 
the committee, authorizes the use of temporary appointments when- 
ever the total number of commissioned officers serving on active ~ 
in the Army or the Air Force exceeds the authorized active lists of 
commissioned officer strength of the Regular Army or the Regular 
Air Force. This means that if the number of commissioned officers 
on active duty in the Army exceeds the authorized active list com- 
missioned officer strength of the Regular Army then the Secretary will 
have the authority to appoint temporary warrant officers. The same 
is true of the Air Force. 

The subsection as originally written would not have permitted 
temporary appointments in the Army and Air Force unless the total 
number of warrant officers on active duty exceeded the authorized 
warrant officer strength of the Regular Army or the Regular Air Force 

In view of the fact that the warrant officer program is relatively 
new in the Air Force, the present number of warrant officers on active 
duty in the Air Force does not exceed the authorized active list warrant 
officer strength of the Air Force. Thus, the language as originally 
contained in the proposed subsection would have precluded the Air 
Force from having temporary appointments of warrant officers. 

During the initial stages of the present Air Force expansion, it is 
necessary that the Air Force have authority to appoint enlisted men 
as temporary warrant officers until such time as their warrant officer 
program has been fully implemented on a Regular warrant officer basis. 

In addition, the committee took into consideration the fact that 
the section, as amended by the committee, would place the Army and 
Air Force on the same basis as the Navy and Marine Corps with respect 
to their authority to have temporary warrant officers serving on active 
duty so long as the total commissioned officer strength exceeds the 
number of active Regular Navy and Marine Corps commissioned 
officers. 

As amended by the committee, the Army and Air Force, under the 
proposed legislation, and the Navy and Marine Corps, under existing 
law, will be authorized temporary warrant officers so long as their 
active duty strength in commissioned officers exceeds their authorized 
Regular officer strength. 

Another provision of the proposed legislation (sec. 7) permits tem- 
porary promotion of permanent and temporary warrant officers. 


EFFECTS OF PROPOSED LEGISLATION 


The proposed legislation will not result in any new cost to the 
Government for this fiscal year or for the next fiscal year. 

Following enactment of the proposed legislation there will be approx- 
imately 300 warrant officers who will be advanced to a military grade 
which will give them an increase in pay over the present pay grade in 
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ency [) which they are now serving. Each of the services has already budgeted 
The fF) for these planned advancements for the fiscal 1955 appropriation. 
is to fF Thus, the proposed legislation will not result in the immediate promo- 
tion of large numbers of warrant officers, nor in large numbers of pro- 
ture motions for pay purposes in the foreseeable future. It should be 
reemphasized that the proposed legislation converts pay grades to 
the military grades and deals, insofar as promotion is concerned, with 
s the permanent promotions. Regular warrant officers will be distributed 
rs In to permanent military grades; temporary warrant officers will have 
d by their temporary warrant pay grade converted to a temporary mili- 
hen- tary grade and Reserve warrant officers will have their permanent 
duty Reserve warrant pay grade converted to a permanent Reserve warrant 
ts of military grade. 
rular In short, the proposed legislation merely distributes present war- 
icers rant officers from pay grades to military grades, and sets up a career 
com- program which will be uniform for practical purposes throughout the 
’ will Armed Forces. 
same The proposed legislation does not disturb the traditional concept 
which has long existed in the Navy, Marine Corps, and Coast Guard 
itted with respect to the distinction between warrant officers and commis- 
total sioned warrant officers. However, it will result in a uniform system 
rized of promotion for all of the Armed Forces with respect to warrant 
orce, officers and will eliminate the wide discrepancies which now exist con- 
ively cerning time in grade requirements for promotion. Thus, warrant 
etive officers in the Army and Air Force may be promoted to chief warrant 
‘rant officer after 3 years of service as warrant officers, rather than the 
nally existing 10-year requirement with respect to permanent promotion. 
» Air In the Navy and Marine Corps, promotion from warrant officer to 
commissioned warrant officer will be possible after 3 vears in grade 
it is rather than the present 6-year requirement. 
men §) Insofar as retirement is concerned, all warrant officers serving on 
ficer F ) active duty will be eligible to apply for retirement after 20 years of 
SIS, active service. Under existing law, warrant officers of the Navy and 
that Marine Corps can only apply for voluntary retirement after 30 years 
and of active service and commissioned warrant officers can only apply 
spect for voluntary retirement in the Navy, Marine Corps, and Coast 
etive F) Guard after 20 years of active service, but only if such commissioned 
: the warrant officers have 10 years of commissioned service. Under the 
oned proposed legislation, however, all warrant officers, including com- 
missioned warrant officers, will be eligible to apply for retirement 
r the upon the completion of 20 vears of active service in the permanent 
sting FF grade then serving, or highest warrant grade satisfactorily served, as 
their determined by the Secretary concerned. However, approval of such 
rized FF) requests will be subject to whatever each Secretary determines is for 
_ the best interests of each service concerned. 
tem- In the Army and Air Force, warrant officers may apply for retire- 
ment in their permanent grade after 20 years of service, but are not 
entitled to be advanced to the highest warrant officer grade satis- 
factorily served until they complete 30 years of service and then can 
only be advanced to the highest grade satisfactorily served prior to 
| June 30, 1946. Under the proposed legislation, warrant officers of 
the Army and Air Force may apply for retirement after 20 years of 
active service and be retired in the highest permanent warrant grade 
served or in the highest warrant grade satisfactorily served as deter- 
| mined by the Secretary concerned. 
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It should be emphasized that the proposed legislation, while grant- 
ing certain benefits to warrant officers, also imposes upon them a 
severe liability with which they have not heretofore contended. 
Following the enactment of the proposed legislation, warrant officers 
will be selected for promotion and attrition will be effected. Thus. 
warrant officers hereafter becoming eligible for promotion must run 
the gantlet of selection and those who twice fail will be retired if they 
have sufficient service, or granted serverance pay. 

Finally, it should be noted that the proposed legislation does not 
become effective until the first day of the sixth month following the 
month in which the proposed legislation is enacted. This much time 
will be required after the passage of the act to study the records and 
to prepare the list for distribution of warrant officers. 


ANALYSIS OF COMMITTBE AMENDMENTS 


Committee amendments are largely technical or clarifying in nature. 
In a few instances, amendments have been adopted which corrected 
deficiencies in the original draft of the bill or which represented 
decisions by the subcommittee on matters of policy. 

In section 2 of the bill, the definition of warrant officers, contained 
in subsection (b), has been clarified to remove any doubt that the bill 
in dealing with warrant officers generally applies to warrant officers 
who hold the warrant grade by reason of either temporary or per- 
manent appointment. 

The caption of section 4 has been revised to more accurately describe 
the administrative processes authorized by the bill. 

A new paragraph 4 has been added to subsection (a) of section 4 to 
set forth clearly, authority to assign to appropriate grades under the 
bill certain enlisted personnel of the Navy and Marine Corps who, 
upon retirement, will become entitled to a warrant grade. Under 
Public Law 305 of the 79th Congress, personnel who held a warrant 
grade prior to July 1, 1946, are entitled to retirement in such grade 
when they are retired under other provisions of law. While serving 
in the Fleet Reserve or Fleet Marine Corps Reserve, however, these 
personnel may still be in enlisted status. Without express authority 
under this bill, the Navy Department would be unable to advance 
such personnel to aa appropriate warrant grade when ultimately 
retired, 

In subsection 4 (b), a clarifying amendment has been added to 
insure that warrant officers will receive credit for service in their 
permanent warrant grade for periods in which they have actually 
served as a commissioned officer, whether under permanent or tempo- 
rary commission. 

In section 5 (b), the word “appointment”? has been amplified to 
include appointment or commission in order that there shall be no 
doubt that service while in commissioned grade shall be creditable. 

In section 13 (a), paragraph 1 has been rearranged in order that 
clauses (a) and (b) will be clearly applicable only to those provisions 
relating to severance pay but not to termination of appointment. 

In section 13 (c), the word “revoked’’ has been changed to ‘‘termi- 
nated”’ as more descriptive of the action contemplated, since the act 
of termination will not affect in any particular the previous validity 
of the appointment. 
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In section 14 (b), in subparagraph 3, the word ‘‘retirement”’ has been 
changed to the word “‘separation”’ since the section would be applicable 
to an individual subject to separation but not eligible for retirement 
at the time of deferment. The specification that such deferment 
shall be by the Secretary has been added to remedy a deficiency in 
the definition of authority. 

In section 14 (c), a reference has been included to a new subsection 
supplied as a committee amendment. 

In section 14 (d) the term “his vears of active service,” has been 
changed to “years of service creditable in the computation of such 
basic pay.”’ This change conforms to existing law governing the 
retirement of warrant officers and avoids what would otherwise have 
been a reduction in benefits now available. With this change, war- 
rant officers otherwise qualified for retirement will be entitled to 
include in the computation of retired pay all service creditable under 
the Career Compensation Act of 1949. 

In section 14 (f) the words “‘under any other law”’ have been inserted 
in the second sentence to clearly distinguish the reference to higher 
grade. 

A new subsection (g) has been added to section 14 which will relieve 
the necessity of enforcing the mandatory separation at age 60 with 
respect to present Reserve warrant officers of all services and National 
Guard warrant officers who at that age have not completed 20 years 
of satisfactory Federal service, as defined by section 302, Public Law 
810, 80th Congress. It permits the deferment of their separation 
to a date not later than 60 days after attaining the age of 64 in the 
case of members of the Army and Air Force, or 62 in the case of 
members of the Navy, Marine Corps, and Coast Guard. Similarly, 
the separation of a woman warrant officer of a Reserve component 
may be deferred until 60 days after she reaches the age of 60. The 
savings effect of this subsection is applicable only to members holding 
warrants on the effective date of the act. This authority is analogous 
to the authority provided in subsection 14 (b), paragraph 3, with 
respect to Regular personnel. 

In section 15, the requirement that the record and reports of a 
permanent warrant officer subject to elimination under this section 
must indicate his unfitness or unsatisfactory performance of duty has 
been changed to the requirement that they must establish such unfit- 
hess or unsatisfactory performance of duty. This change does not 
change the intent, but provides a clear definition of the criteria to be 
enforced. This same change was made in section 10. 

In section 16, a subsection has been added to cover the situation 
which might occur should an individual who has received severance 
pay reenter the service and qualify for retirement on the basis of total 
service, including that service on account of which he has received 
severance pay. The new subsection provides that the receipt of 
severance pay shall not be a bar to the credit of such service toward 
retirement, but that the severance pay shall be a checkage against 
any such retirement pay until finally recovered. 

Subsection (b) of section 17, has been deleted in its entirety. This 
subsection would have eliminated the eligibility of Regular warrant 
officers to concurrently accept a Reserve commission. It was the view 
of the committee that such statutory prohibition would have been 
inconsistent with the eligibility of Regular enlisted personnel to accept 
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such Reserve commissions and that the tender of commissions prop- 
erly can be left to the discretion of the Secretary. 

In subsection (c) (redesignated (b)) of section 17, authority has 
been provided for the Secretary to require acceptance of appointments 
within a definite period of time. 

In section 18, the suspension authority has been limited to emer- 
gencies hereafter declared, in order that there shall be no doubt of 
the effectiveness of the bill during the current emergency. 

In subsection (d) of section 19, the proposed amendment to section 
3 of the act of August 21, 1941, has been amended so that the ay- 
thority to appoint temporary warrant officers is dependent on there 
being more commissioned officers on active duty in the Army or Air 
Force than the authorized active list commissioned officer strength 
of the Regular Army or Regular Air Force, as appropriate. This 
replaces the requirement that such authority will become effective 
only when the number of warrant officers on active duty exceeds the 
authorized active list warrant officer strength of the Regular component 

Likewise, the title has been changed to read ‘‘ Warrant Officer Act 
of 1954.” 


SECTIONAL ANALYSIS OF H. R. 6874, AS AMENDED 


Section 1 provides for a short title. 

Section 2 defines certain terms for the purposes of the act, amended 
so as to preclude any interpretation which would exclude temporary 
warrant officers. 

Section 3 (a) establishes 4 grades of warrant officers for each service. 
corresponding to the pay grades already prescribed for warrant officers 
by section 201 (a) of the Career Compensation Act of 1949. There 
will be 3 chief warrant officer grades and 1 warrant officer grade 
The section further provides that an officer of any 1 grade shall 
have precedence over all warrant officers of a lower grade. It like- 
wise continues the commissioned warrant officer status of certain 
Navy, Marine Corps, and Coast Guard warrant officers. 

Section 3 (b) provides that the appointment of a permanent warrant 
officer to a higher temporary warrant, or any commissioned officer 
grade shall not operate to vacate his permanent warrant officer grade 
or prejudice any of the rights to which he is entitled by virtue of being 
in that permanent grade. 

Section 4 (a) provides for the distribution and redistribution of 
warrant officers, which will be necessary as a consequence of enact- 
ment of the law. Persons serving as warrant officers on the effective 
date of this act, and warrant officers who have previously been retired 
or placed on a temporary disability retired list, will be automatically 
distributed on the effective date of the act in the grades established 
under section 3 of the act. The redistribution of warrant officers 
must be accomplished within 2 months after the effective date of the 
act. Under such procedures and regulations as the Secretaries may 
prescribe, the redistribution authorized by this section will permit 
each service to place in the various military grades those warrant 
officers who qualify for higher grades than the minimum grades guar- 
anteed for each warrant officer. The section further insures that, in 
the distribution and redistribution, each warrant officer will be pro- 
tected against being placed in a lower warrant-officer grade than the 
grade to which his status entitled him on the day before the effective 
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date of the act, including enlisted personnel now drawing retainer pay 
in the fleet reserve who will qualify for advancement to warrant-officer 
crade upon the completion of 30 years’ service, including service in 
the fleet reserve. 

Section 4 (b) provides for the service which shall be credited to the 
warrant officer for promotion purposes, in the distribution or redis- 
tribution under section 4 (a). 

Section 5 (a) provides for the appointment of warrant officers. All 
appointments may be made by the Secretary, except those to a per- 
manent warrant-officer grade in the Regular service which is accom- 
plished by a commission. These are to be made by the President, by 
and with the advice and consent of the Senate. 

Section 5 (b) authorizes the granting of service credit for prior 
service to future appointees. 

Section 6 authorizes the termination by the Secretary of the per- 
manent appointment of a Regular warrant officer at any time within 
3 years after the date of acceptance of his initial appointment as a 
warrant officer. A warrant officer whose appointment is so terminated 
is not entitled to severance pay but may be allowed to enlist in a grade 
as the Secretary may direct but not lower than the grade held 
immediately prior to appointment as warrant officer. 

Section 7 provides generally for the promotion of permanent warrant 
officers to higher permanent grades. 

Section 8 provides that the promotion of permanent warrant officers 
shall be by selection board and that such board shall be convened at 
least once annually. 

Section 9 (a) provides that warrant officers shall be considered by a 
selection board sufficiently in advance of the date they will complete 
the stipulated period of service in grade that they may, if selected, be 
promoted as of the time they complete such service. The stipulated 
period of service is as follows: Warrant officer, W-1, 3 years; chief 
warrant officer, W-2, and W-3, 6 years. 

Section 9 (b) provides that if a warrant officer fails to be selected he 
shall be considered for promotion by each later selection board until 
retired, separated, or selected. 

Section 10 (a) provides that the Secretary shall furnish the selection 
board with the names of all permanent warrant officers eligible for 
consideration for promotion. In selecting officers for promotion from 
grade W-1 to grade W-2 the board shall select all officers it considers 
fully qualified for promotion. It is required also to report the names 
of those warrant officers, W—1, whom it recommends for termination 
of their appointment under section 6 of this act. In the case of chief 
warrant officers W-—2 and W-3, the board shall select for promotion to 
the next higher warrant officer grade those officers whom it considers 
best fitted for promotion, in numbers not exceeding a number furnished 
the board by the Secretary. The number prescribed by the secretaries 
for each grade must be not less than 80 percent of the number of 
warrant officers who are eligible for considertion for a promotion 
for the first time. The board may also report the names of those 
chief warrant officers whose records, in its opinion, establish there is 
unsatisfactory performance of duty in their present grade and indieate 
that they would not satisfactorily perform the duties of a higher grade. 
Such officers must be retired or severed, under section 15 of the act. 


H. Rept. 1383, 83-2-——-3 
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Section 10 (b) provides that the names of warrant officers selected 
shall be reported to the Secretary in the order of their seniority jy 
permanent grade, for his approval or disapproval, in whole or in part, 

Section 10 (c) provides that if the promotion of a warrant officer 
who has been selected is disapproved by the Secretary, President, or 
Senate prior to such promotion his name shall be removed from the 
list and his case shall be governed by section 11 (c) of the act. 

Section 11 provides for the determination of the ae of appointment 
of a warrant officer who is promoted. Such specification of effective 
date prevents the administrative processes of promotion from penaliz- 
ing the warrant officers being promoted insofar as precedence js 
concerned. 

Section 12 provides that no warrant officer shall be appointed to a 
higher grade if he fails to meet the moral and professional qualifica- 
tions prescribed by the Secretary under section 7 within the prescribed 
time limits. Such a warrant officer would be treated in the same 
manner as if he had twice failed of selection for promotion. 

Section 13 provides for the separation or retirement of those warrant 
officers who have twice failed of selection for promotion. Those who 
have completed less than 18 years of service are to be separated. 
Those who have completed 18 but less than 20 years of service are to 
be retained in active service and retired upon the completion of 20 
years’ service. Those who have completed 20 or more years of service 
are to be retired. However, the section also permits a warrant officer 
who has twice failed of selection to be enlisted, with his consent, in 
such grade as the Secretary determines, or to continue on active duty 
as a commissioned officer, if so serving. Such action on the part of 
a warrant officer who so elects, however, precludes him from receiving 
severance pay. 

Section 14 (a) authorizes voluntary retirement of all warrant officers 
upon the completion of 20 years of active service. 

Section 14 (b) provides for mandatory retirement of any permanent 
Regular warrant officer who has completed 20 years’ active service 
upon the attainment of age 60 and provides further that upon the 
completion of 30 years’ active service any permanent Regular warrant 
officer may, with his consent, be continued on active service but not 
beyond age 60. Provision is also made for the mandatory retirement 
of any woman permanent Regular warrant officer who has completed 
20 years’ active service upon the attainment of age 55. This sub- 
section also provides for the deferment of the retirement of any present 
male permanent Regular warrant officer who at age 60 has less than 
20 years’ active service. Such deferment is not authorized beyond 60 
days after the officer’s 64th birthday for Army and Air Force officers 
or 62d birthday for Navy, Marine Corps, or Coast Guard officers. 
Provision is made for the deferment of retirement of a present woman 
permanent Regular warrant officer who has less than 20 years’ active 
service before “attaining age 55 but such deferment is not to extend 
beyond 60 days after her 60th birthday. These latter special provi- 
sions are designed to provide for a few persons who are now warrant 
officers and will not be able to complete 20 years of active service 
before attaining the new age limits provided in this bill. 

Subsection 14 (c) provides, subject to the exceptions noted in section 
14 (b) and (g) for the retirement or separation of all male warrant 
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officers within 60 days after they reach the age of 60, and of all women 
warrant officers within 60 days after they reach the age of 55. 

Section 14 (d) provides for retirement in the grade which the war- 
rant officer held on the day before the date of his retirement or in any 
higher warrant officer grade in which he served satisfactorily on 
active duty. This section also provides the formula for the computa- 
tion of retired pay, amended so as to include all service creditable for 
pay purposes. 

Section 14 (e) provides for the deferment of retirement or separation 
of a warrant officer for a maximum of 4 months if such deferment is 
necessary for a proper evaluation of the person’s physical condition 
and possible entitlement to disability benefits. 

Section 14 (f) provides that this section shall not prevent any war- 
rant officer from electing to be placed on the retired list in the highest 
grade and with the highest retired pay to which he might be entitled 
under any other law. When the rate of pay of such highest grade is 
less than the pay of any warrant grade held on active “duty, the re- 
tired pay is based on the higher rate of pay. 

Section 14 (g) provides authority for the deferment of separation by 
reason of age of a male Reserve warrant officer or a National Guard 
warrant officer who holds status as a warrant officer on the effective 
date of the act and who upon reaching 60 years of age will have less 
than 20 years satisfactory Federal service creditable for retirement 
under Public Law 810, 80th Congress. Separation may be deferred 
to a date not later than 60 days after attaining the age of 64, if a 
member of the Army or Air Force, or 60 days after attaining the age 
of 62, if a member of the Navy, Marine Corps, or Coast Guard. 
Similarly, mandatory separation by reason of age of a woman Reserve 
warrant officer at age 55 may be deferred for the same reason, but 
not to a date later than 60 days after she attains the age of 60. 

Section 15 provides for the elimination of any unfit or unsatisfactory 
permanent warrant officer of the Regular service. Upon the deter- 
mination that a warrant officer is unsatisfactory or unfit, he shall be 
retired, or if not eligible for retirement under any provision of law, his 
appointment shall be terminated and he shall be separated with 
severance pay if he has completed 3 years or more of service since his 
initial appointment as a warrant officer. In lieu of receiving sever- 
ance pay he may be enlisted. If he has completed less than "3 years 
of service, his termination is governed by section 6 of this act. 

Section 16 provides the method of computation of severance pay- 
ments, amended so as to permit recovery by the Government of any 
severance payments made for service which is later used as a basis 
for retirement pay. Obviously such recovery would be on a monthly 
basis, prorated against the retired pay on the relationship such service 
for severance pay bears to the total service for retirement purposes. 

Section 17 (a) is designed to provide for the appointment as per- 
manent warrant officers of those former Regular warrant officers of the 
Army or Air Force who were discharged to accept appointments as 
temporary commissioned officers and those non-Regular commissioned 
officers now holding letters of entitlement to appointment as per- 
manent warrant officers of the Army or Air Force. 

Section 17 (b), as amended, provides that any person who refuses a 
tender of appointment within such time as the Secret ary prescribes 
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under this section shall no longer be entitled to a permanent warrant 
officer grade 

Section 18, as amended, authorizes the President, in time of war or 
national emergency b iereafter declared, to suspend the operation of all 
or any part of the laws pertaining to promotion, mandatory retire- 
ment, or separation of warrant officers. This provision is found in 
all law dealing with permanent promotion and retirement. 

Section 19 (a): This amendment removes warrant officers from pro- 
visions of Revised Statutes 1505, as amended, in order to avoid con- 
flict with this act. The requirements contained in Revised Statutes 
1505 for warrant officers will now be contained in the proposed 
legislation 

Section 19 (b): The purpose of section 1 of the act of July 14, 1939 
(ch. 267, 53 Stat. 1001; 10 U.S. C. 598, 631a), was to afford enlisted 
men and warrant officers of the Regular Army who served on active 
duty as a Reserve officer or who were discharged to accept a he mporary 
commission, the right to be reappointed as warrant officers, or to be 
reenlisted in their former grades upon honorable te rathetun of their 
commissioned service. The proposed amendment is designed to limit 
the future applicability of that privilege to former enlisted men only 
(of the Regular Army and Regular Air Force), since the proposed 
act (sec. 3 (b)) would authorize a warrant officer of the Army or Air 
Foree to hold a higher temporary grade without termination of his 
warrant officer status and since it also authorizes (sec. 17) the appoint- 
ment as permanent warrant officers of the Regular services of those 
persons presently entitled, under the 1939 act, to such an appointment. 
Persons now serving as commissioned officers who accept appointments 
as warrant officers will not prejudice their status as commissioned 
officers under this section, taken in connection with section 3 (b). 

Section 19 (ce): The amendment to section 2 of the act of August 
21, 1941 (55 Stat. 652; 10 U.S. C. 591), eliminates from that section 
the provisions relating to the grades of warrant officer (junior grade) 
and chief warrant officer, since four new grades are to be established 
by section 3 of the proposed legislation. Also eliminated from that 
section would be the limitation (in the Army and Air Force) on dis- 
tribution in grade and the requirement that upon appointment to 
the grade of chief warrant officer, a person must have 10 years’ 
service as a warrant officer, junior grade. Section 9 of the act would 
establish new service in grade criteria and the selection procedure 
under section 10 would result in distribution in grade inconsistent 
with the limitation imposed by the 1941 act. 

Further, the authority of the Secretary to terminate permanent 
warrant officer appointments has been eliminated since it is contem- 
plated that except as otherwise specifically provided in the proposed 
legislation, this authority should be exercised within the first 3 years 
following initial appointment (sec. 5). His authority to terminate 
the permanent appointment of warrant officers of the Women’s Army 
Corps (sec. 105 (b)), Women’s Armed Services Integration Act of 1948 
(62 Stat. 360; 10 U.S. C. 591-1 (b)) has not been listed for repeal since 
it is believed that such authority should be retained to provide for 
the separation of warrant officers of that corps who become pregnant. 

Section 19 (d): This amendment, as amended by the committee, 
is designed to amend section 3 of the act of August 21, 1941, supra, to 
provide the Army and Air Force with equal authority with the Navy 
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to appoint temporary warrent officers, and to eliminate the authority 
of the Secretary to designate certain warrant officers who may draw 
higher pay, which is unnecessary in view of the distribution of warrant 
officers into pay grades pursuant to section 201 ofthe Career Compen- 
sation Act of 1949 (63 Stat. 805; 37 U.S. C. 232). 

Section 19 (e): This amendment to section 4 of the act of August 
9}, 1941, supra, is designed to require that rank and precedence among 
warrant officers (of the Army and Air Force) be in accordance with the 
orades to be established by section 3 of the proposed legislation rather 
than solely in accordance with regulations. 

Section 19 (f): Section 5 of the act of August 21, 1941, supra, is to 
be amended by deleting the provisions relating to the retirement and 
retired pay of warrant officers (of the Regular Army and Regular 
Air Force) after 20 vears’ service, since their retirement is to be encom- 
passed by section 14 of the proposed legislation. 

Section 19 (g): The part deleted provides for the establishment in 
the Marine Corps of the grades of commissioned warrant officer and 
warrant officer and is superseded by the establishment in the proposed 
legislation of new warrant officer grades. 

Section 19 (h): This amendment removes conflict in the statutory 
age retirements of commissioned warrant officers of the Coast Guard. 

Section 20 (a): The repealed acts authorize the appointment of 
boatswains, gunners, carpenters, and sailmakers and provide that they 
shall be known and entered upon the Naval Register as ‘‘warrant 
officers in the naval service of the United States.”” Repeal is desirable 
because the proposed legislation would provide new grades and names. 

Section 20 (b): The repealed section provides for appointment of 
pharmacists and for their status after appointment by regulation of 
the Secretary. Repeal is desirable because, under this proposed legis- 
lation, appointments will be made henceforth to one of the grades 
established by the proposed legislation. 

Section 20 (c): Section 12 of the act of March 3, 1899, provides for 
promotion of warrant officers and sets up service and examination 
requirements which are superseded by this act. Sections 14 and 15 
of the act of March 3, 1899, provide for appointment and examination 
for promotion of machinists, which provisions are superseded by the 
proposed act. 

Section 20 (d): The repealed section provides for the promotion of 
machinists and certain other warrant officers. The provisions of the 
section are superseded by the proposed act. 

Section 20 (e): The repealed section provides for appointment and 
promotion of pay clerks. The provisions of the section are superseded 
by the proposed act. 

Section 20 (f): The repealed section provides for the appomtment 
and promotion of pharmacists. The provision of the section are super- 
seded by the proposed act. 

Section 20 (g): The repealed section establishes grades of chief 
electrician and chief radio electrician, which grades are replaced by 
the grades established by the proposed act. 

Section 20 (h): The repealed section requires examination by board 
of commissioned officers before promotion from warrant to chief 
warrant officer. Section is superseded by the proposed act. 

Section 20 (i): Section 1 of the act of August 21, 1941, supra, should 
be repealed since it established the two presently existing grades of 
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warrant officer (of the Army and Air Force), warrant officer (junior 
grade) and chief warrant officer, which, under section 3 of the proposed 
act, are to be replaced by four new grades. 

Section 20 (j): Repealed section establishes commissioned warrant 
grades of chief ship’s clerk, chief aerographer, chief photographer, 
chief torpedoman and corresponding warrant officer grades, all of 
which are replaced by the grades established by the proposed act 

Section 20 (k): The repealed section provides for Marine Corps 
warrant officers to be entered upon the Naval Register as ‘“‘commis- 
sioned warrant officer’? and ‘‘warrant officers.’”’ Repeal is desirable 
because the proposed act would provide new grades and names, 

Section 20 (1): The repealed act provides for counting all active 
service under a temporary or permanent appointment as a warrant 
officer or commissioned officer of the Navy or Naval Reserve in the 
computation of a 6-year period of service required for eligibility for 
promotion from warrant to commissioned warrant officer. This act 
is superseded by provisions of the proposed legislation. 

Section 20 (m): The repealed section requires 6 years of service as 
warrant officer before promotion to commissioned warrant officer, 
Section is superseded by provisions of the proposed act. 

Section 20 (n): The repealed section provides for distribution of 
warrant officers in the various pay grades by the secretaries. Repeal 
eliminates conflict with the proposed act. 

Section 20 (0): Provides for the repeal of 6 sections of title 14—the 
Coast Guard title of the United States Code. 

Repealed section 303 requires retirement of Coast Guard warrant 
officers at age 62, and is superseded by the provision of the proposed 
act which requires all warrant officers to be retired at age 60. 

The repealed section 304 provides for voluntary retirement of Coast 
Guard warrant officers after 30 years’ service, and is superseded, 
though not materially changed, by the retirement provisions of the 
proposed act. 

Repealed section 305 provides for voluntary retirement of warrant 
officers of the Coast Guard after 20 years’ active service in the Coast 
Guard, Navy, or Marine Corps, and is superseded, though not mate- 
rially changed, by the retirement provisions of the proposed act. 

Repealed section 307 provides for the compulsory retirement of cer- 
tain warrant officers upon the recommendation of a Coast Guard per- 
sonnel board, and is superseded by the retirement provisions of the 
proposed act. 

Repealed section 308 provides for the retired pay of the warrant 
officers retired under section 307; it is superseded by the provisions 
of the proposed act. 

Repealed section 313 implements sections 303, 304, 305, and 307, 
and their repeal makes it obsolete. 

Section 21 (a): This section is to prevent the proposed legislation 
from affecting certain benefits granted by law to Coast Guard warrant 
officers who were formerly members of the Life Saving Service, the 
Lighthouse Service, the Bureau of Marine Inspection and Navigation, 
and the Bureau of Customs. 

Section 21 (b): This savings clause is designed to insure that service 
as headquarters clerks or members of the Army Mine Planter Service 
will be counted for retirement purposes. 
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Section 21 (c): As provided in the Uniform Retirement Act this 
provision makes the effective date of retirement the Ist day of the 
month following the month in which the retirement would otherwise 
be effective but the computation of the rate of retired pay remains 
unaffected. 

Section 22: This section provides for the effective date of the pro- 
posed act. 


Vumber of warrant officers of the Department of Defense and Coast Guard (Dec. 31, 
1958) 


WARRANT OFFICERS ON DUTY AS WARRANT OFFICERS BY GRADE SERVING 
(DEC, 31, 1953) 
| out | 
ce ean 
| 12, 168 | 
Navy { 5, 982 
Air Force | 3, 555 
Marine Corps. -. | , 110 


Army 


Total (Department of Defense) __ 22,815 
Coast Guard ‘ S66 


Total... 23, 681 


ERMANENT WARRANT OFFICERS SERVING AS WARRANT OFFICERS ’ GRADE 
SERVING 


Army 
Navy 
Air Force... 
Marine Corps 


Total (Department of Defense) -. 
Coast Guard 


Total 


WARRANT OFFICERS OTHER THAN PERMANENT REGULAR WARRANT OFFICERS 
BY WO GRADE SERVING 


Army 10, 786 
Navy 5, 241 
Air Force 2, 638 | 
Marine Corps 803 
Total (Department of Defense) - i 9, 468 


Coast Guard. . 375 


Total... 9, 843 | 


PERMANENT WARRANT OFFICERS (REGULAR SE 


Army 3, 440 
Navy 7 , 855 | 
Air Foree.... .- , | , a3 
Marine Corps- 372 


Total (Department of Defense) - 7, 000 
Coast Guard... on . 166 


Total. ; 7, 166 
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Number of warrant officers of the Department of Defense and Coast Guard (De 
1953)—Continued 
TOTAL WARRANT OFFICERS ON ACTIVE DUTY AS OFFICERS AND WARRAN] 
OFFICERS 


Total w-4 W-3 w-2 \ 

Department of Defense 
Warrant officers 22,815 
Officers 7, 000 
29, 815 

Coast Guard 

Warrant officers 491 
Officers 166 
647 
Total 30, 472 


RETIRED WARRANT OFFICERS BY WO GRADE IN WHICH DRAWING RETIRED Pay 


Army 1,188 26 15 in) 

Navy 5, 246 103 79 4, 293 

Air Force | 263 6 ll | i41 

Marine Corps 548 64 47 270 
Total (Department of Defense 7, 245 

Coast Guard 802 9 143 247 4) 
Total.- 8, 047 


The proposed legislation has the unanimous approval of the House 
Committee on Armed Services and its enactment is strongly recom- 
mended. The proposed legislation, as previously stated, will cause no 
increase in budgetary requirements, and the Bureau of the Budget 
interposes no objection to the proposed legislation, as indicated by th: 
following attached letter from the Department of Defense. 

JuLy 15, 1953 
Hon. JoserpHh W. Martin, Jr., 
Speaker of the House of Representatives. 

Dear Mr. Speaker: There are forwarded herewith a draft of legislation, t 
revise certain laws relating to warrant officers of the Army, Navy, Air Foree, 
Marine Corps, and Coast Guard, and for other purposes, and a sectional analysis 
thereof. 

This proposal is a part of the Department of Defense legislative program fo! 
1953. The Bureau of the Budget has advised that there is no objection to th 


submission of this proposal for the consideration of the Congress. The Depart- 
ment of Defense recommends that it be enacted by the Congress. 


PURPOSE OF THE LEGISLATION 


The purpose of this legislation is to provide a statutory career plan for warrant 
officers of the Armed Forces similar to that provided for commissioned officers. 

Each of the several services has, of course, a warrant officer program, including 
grade structures, programs of procurement, and systems of promotion or advance- 
ment and retirement. Although the administration of these programs is similar 
in some respects, differences in existing statutes preclude uniformity in certain 
areas where uniformity is desirable. There are also areas where an equitabl 
administration of the warrant officer programs cannot be effectively accomplished 
as a result of the application of statutes enacted prior to the Career Compensation 
Act of 1949. There is a very definite need for the early enactment of legislation 
to enable the services properly to administer the warrant officer programs already 
in being. 

The major purposes of this proposal are (1) to provide a uniform grade structure 
in all the armed services; (2) to provide a legal relationship between warrant officer 
grades and pay grades; (3) to provide a uniform method of distributing warrant 








officers in the various grades and pay grades; (4) to eliminate statutory differences 
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in the requirements for the appointment of warrant officers; (5) to eliminate 
inequities in requirements for the promotion of warrant officers; (6) to provide 
iniform competitive promotion systems for warrant officers; (7) to provide 
uniform status for warrant officers who hold appointments as temporary officers; 
8) to equalize the authority to appoint temporary warrant officers among the 
armed services; (9) to provide a uniform system of attrition for warrant officers, 
including age requirements, probationary periods, and elimination of unfit per- 
sonnel; (10) to provide severance pay for warrant officers; and (11) to revise and 
bring up to date existing statutes in order to provide flexibility, equality, and 
uniformity in the administration of warrant officer programs. 

It should be noted that one basic difference between the warrant officer systems 
if the Navy, Marine Corps, and Coast Guard, on the one hand, and the Army 
and Air Force, on the other, would be continued in this bill. Under existing law 
t 3 former services have commissioned warrant officers while the latter 2 
io not. The Army and Air Force consider that it would be an administrative 
handicap to change to commissions for the top three warrant officer grades 
and desire to continue their present system of issuing warrants for all grades of 
varrant officers. On the other hand, it would adversely affect the morale of 
Navy, Marine Corps, and Coast Guard personnel to take away commissions 
already beld by them. Since no inequities would result from continuation of 
this difference, the services would be permitted under the proposed legislation 
to continue their present systems in this respect. 


LEGISLATIVE REFERENCES 


H. R. 2942, 82d Congress, was a bill the purpose of which was to assign warrant 
officers, chief warrant officers, and commissioned warrant officers to the various 
pay grades prescribed by subsection (a) of section 201 of the Career Compensa- 
tion Act of 1949 and to prescribe qualifications requisite for attaining such grades. 
However, it is believed that the enclosed proposal provides a more complete 
solution to the problem of establishing a comprehensive career program for 
warrant officers. 

COST AND BUDGET DATA 


This proposal would cause no increase in budgetary requirements for the 
Department of Defense. 


DEPARTMENT OF DEFENSE ACTION AGENCY 


The Office of the Secretary of Defense is the representative of the Department 
of Defense for this legislation. 
Sincerely yours, 
Joun G. ADAMS, 
Acting General Counsel. 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the proposal are 
shown as follows (existing law proposed to be omitted is inclosed in 
black brackets, new matter is printed in italies): 


REVISED STATUTES, Section 1505, as AMENDED 


Any officer of the Navy of the grade of ensign or above on the active list who, 
upon examination for promotion, is found not professionally qualified, shall be 
suspended from promotion for a period of six months from the date of approval of 
said examination, and upon the termination of said suspension from promotion 
he shall be reexamined. In the case of his success upon such reexamination he 
shall, if otherwise qualified, be promoted and assigned the date of rank and 
precedence in the higher grade which he would have held had he not been [so] 
suspended and shall be entitled to the pay and allowances of such higher grade 
from the date upon which he became eligible for promotion. Officers of the grade 
of ensign who fail on such reexamination shall be honorably discharged from the 
service with a lump-sum payment computed on the basis of two months’ active 
duty pay at the time of discharge for each vear of active commissioned service 
in the Regular Navy and Naval Reserve, exclusive of duty for training, but not 
to exceed a total of one vear’s active duty pay. 
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First Section or THE Act or JuLy 14, 1939 (53 Srar. 1001) 


That hereafter any [warrant officer or] enlisted man of the Regular Army » 
Regular Air Force who shall serve on active duty as a Reserve officer or warray 
officer of the Army [of the United States] or Air Force or who shall be discharg 
to accept [a commission] appointment as a commissioned officer or warrant offic: 
in the Army [of the United States] or Air Force and whose active service as 4 
comunissioned officer er warrant officer shall terminate honorably, shall be entitled, 
without regard to any physical disqualification incurred, or having its inceptio 
while on active duty in line of duty, [to reappointment as warrant officer or] to 
reenlistment in the grade held prior to such [com: nissioned J service as a commis. 
sioned or warrant officer, without loss of service or seniority aud without regard ¢ 
whether a vacancy exists [in the grade of warrant officer or] in the appropriate 
enlisted grade: Provided, That application for [reappointment or] reenlist 
shall be made within six months, or within such other period of time as the appro 
priate Secretary may prescribe in exceptional circumstances, after the termination 0 
such [commissioned] service as a commissioned officer or warrant officer in eac! 
case: Provided further, That [warrant officers and] enlisted men of the Reza 
Army and Regular Air Force shall be entitled to count active [commission | 
service as a commissioned officer or warrant officer in the Army [of the United 
States] and Air Force as [warrant or] enlisted service for all purposes. 


SECTION 2 OF THE Act oF AvaustT 21, 1941 (55 Strat. 652), as AMENDED 


(Hereafter, original permanent appointments in the grade of warrant officer 
(junior grade) shall be made only from among those persons who have served at 
least one year on active duty in the Army of the United States, and origina 
permanent appointments in the grade of chief warrant officer shall be made on! 
from among those warrant officers who have completed at least a total of ter 
years’ active service either as warrant officer (junior grade) or as warrant officers 
under existing law, or both, and from among masters and chief engineers, Army 
Mine Planter Service, hereafter appointed as such under the provisions of existing 
law. All such permanent appointments shall be made in the Regular Army and 
may be terminated under such regulations as the Secretary of the Army shal 
prescribe, and the action of the Secretary of the Army in terminating the appoint- 
ment of a Warrant officer shall be final and conclusive. The total number of 
permanent appointments in the grades of chief warrant officer and warrant officer 
(junior grade) shall be as prescribed by the President from time to time, but shal! 
not exceed 1 per centum of the enlisted strength of the Regular Army as authorized 
by law: Provided, That not more than 40 per centum of the total actual number of 
permanent warrant officers in active service shall be appointed in the grade of 
chief warrant officer.] Original appointments to permanent warrant officer grades 
in the Regular Army and Regular Air Force shall be made only from among thos: 
persons who have served at least one year on active duty in the Army or Air Force 





SeEcTION 3 or THE Act or AvuGusT 21, 1941 (55 Star. 652), as AMENDED 


[In time of war or during the period of any national emergency declared by 
Congress or proclaimed by the President, the Secretary of the Army is authorized 
under such regulations as he shall prescribe, to make temporary appointments in 
the grades of chief warrant officer and warrant officer (junior grade). Such tempo- 
rary appointments shall be in the Army of the United States, shall not exceed a 
number equal to one-half of 1 per centum of the enlisted strength of the Army of 
the United States in active military service, and shall remain in effect at the 
pleasure of the Secretary of the Army, but in no ease shall they continue beyond 
six months after the termination of the war or period of national emergency. 
Persons appointed in the Army of the United States as temporary chief warrant 
officers or as temporary warrant officers (junior grade), while in active Federal 
service, shall, while so serving, be entitled to the rank, pay, and allowances of the 
grades to which they are temporarily appointed, and shall be entitled to count 
such service as warrant or enlisted service for all purposes: Provided, That the 
Secretary of the Army is hereby authorized to designate by name a number of 
permanent or temporary chief warrant officers (not exceeding 1 per centum of 
the maximum authorized number of permanent and temporary warrant officers) 
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to receive the base pay and allowances provided by existing law for officers in the 
fourth pay period, and to designate by name an additional number of permanent 
or temporary chief warrant officers (not exceeding 2 per centum of the maximum 
authorized number of temporary and permanent warrant officers) to receive the 
base pay and allowances provided by existing law for officers in the third pay 
period, but no chief warrant officer so designated shall receive such base pay and 
allowances except during the period prescribed by the Secretary of the Army. 
ine temporary appointees shall be entitled to the benefits of all existing laws 
nd regulations governing retirement, pensions, and disability as are applicable 
to members of the Army of the United States when called or ordered into the active 
tarv service by the Federal Gove rnment under existing statutorv authoriza- 
ys. All persons temporarily appointed as chief warrant officers or as warrant 
officers (junior grade) in the Army of the United States under the authority of 
this section, shall, as long as they continue to hold such appointments, be available 
for assignment to active duty with anv unit of the Army of the United States. 
Persons temporarily appointed as chief warrant officers or as warrant officers 
junior grade) in the Army of the United States under the authority of this section 
who, at the time of their respective temporary appointments, have a military 
tatus in the Army of the United States or any component thereof may accept 
ich temporary appointments without prejudice to the military status which they 
) held and upon termination of such temporary appointments such persons may 
evert to the grades which they held at the time of their temporary appointments. ] 
Whenever, under authorization from time to time made by the Congress, the total 
r of warrant officers serving on active duty (Regular warrant officers and all 
ant officers of the Army of the United States or of the Air Force of the United 
States or any component thereof ordered into active military service for extended 
Federal service) exceeds the authorized active list warrant officer strength of the Regular 
Army or Regular Air Force, the Secretary of the Army, * ith respect to the Army, 
ind the Secretary of the Air Force, with respect to the Air , Fae. shall determine the 
quirements in each of the several warrant officer grades tania upon the total number 
f warrant officers serving on active duty and the tasks being performed by the Army 
and the Air Force and such requirements in each of such grades may be filled by the 
temporary appointment of qualified warrant officers Such temporary appointments 
shall be in the Army or Air Force and shall remain in effect at the pleasure of the 
ippropriate Secretary. Persons appointed in the Army or Air Force as temporary 
varrant officers, while in active Federal service, shall while so serving, be entitled to 
the rank, pay, and allowances of the grades to which they are temporarily appointed, 
and shall be entitled to count such service as warrant or enlisted service for all purposes. 
Such temporary appointees shall be entitled to the benefits of all existing laws and regu- 
lations governing retirement, pensions, and disability as are applicable to members of 
the Army or Air Force when called or ordered into the active military service by the 
Federal Covernment under existing statutory authorizations. All persons temporarily 
appointed as warrant officers in the Army or Air Force under the authority of this 
section, shall, as long as they continue to hold such appointments, be available for 
assignment to active duty with any untt of the service in which appointed. Persons 
temporarily appointed as warrant officers under the authority of this section who, at 
the time of their respective temporary appointments have a military stetus tn the 
Army or Air Force, may accept such temporary appointme nts without prejudice to 
the military status w hich the y so held, and upon termination of such temporary appoint- 
ments such persons may revert to the grades which they held at the time of their te mpo- 
y appointments. 


Secrion 4 or THe Act or Avaust 21, 1941 (55 Strat. 653), as AMENDED 


Warrant officers may be assigned to such duties as may be prescribed by the 
Secretary of the Army: Provided, That when such duties necessarily include those 
normally performed by commissioned officers they shall he vested with the power 
to perform such duties under regulations to be prescribed by the President: Pro- 
vided further, That when a warrant officer is serving as assistant adjutant of any 
command, he shall have power to administer oaths for all purposes of military 
viministration. Warrant officers appointed under existing laws, other than 
masters and chief engineers of the Army Mine Planter Service, shall be come war- 
rant officers (junior grade), and masters and chief engineers of the Army Mine 
Planter Service shall become chief warrant officers, on the date this Act shall be- 
come effective. [All warrant officers shall take rank next below second lieutenants 
and among themselves under regulations prescribed by the Secretary of the 
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Army.] All warrant officers shall take precedence next below second lieuten ints 
They shall take precedence among themselves in accordance with the warrant officer 
grades established by the Warrant Officer Act of 1953, and they shall take rank within 
each warrant officer grade in accordance with regulations prescribed by the Secretary 
of their department. 


SecoTrion 5 or THE Act or AvuGust 21, 1941 (55 Svar. 643), as AMENDED 

(Warrant officers shall be entitled to retirement under the same conditions as 
commissioned officers: Provided, That hereafter warrant officers may, in th 
discretion of the Secretary of the Army or the Secretary of the Air Force, which- 
ever may be concerned, be retired after twenty years of active service: Provided 
further, That a warrant officer retired after twenty years of active service shal] 
receive retired pay at the rate of 2% per centum of the annual active duty bay 
and longevity pay at the time of retirement multiplied by the number of years 
of service credited for longevity pay purposes and not to exceed 75 per centum 
of such annual, active duty base and longevity pay: Provided further, That 
fractional year of six months or more shall be considered a full year in computing 
the number of years’ service by which the rate of 2% per centum is multiplied:] 
And provided further, That any warrant officer heretofore or hereafter retired 
under any provision of law shall upon the completion of thirty years’ servic 
to include the sum of his active service and his service on the retired list, he 
advanced on the retired list to the highest temporary officer, flight officer, or 
warrant officer grade satisfactorily held by him while serving on active duty as 
determined by the cognizant Secretary during the period September 9, 1940, to 
June 30, 1946, and shall receive retired pay at the rate prescribed by law com- 
puted on the basis of the base and longevity pay which he would receive if serving 
on active duty in such higher grade at the time of retirement: And provided 
further, That any warrant officer, heretofore or hereafter retired for disabilit) 
incident to service, if entitled to advanced retired grade and increased retired 
pay under the provisions of this title, shall receive such advanced grade and 
increased pay effective upon the enactment of this title or upon his retirement 
whichever is later. 


SecTion 1 or tHE Act or Octroser 21, 1943 (57 Star. 574) 


That the grades of chief marine gunner, chief quartermaster clerk, chief pay 
clerk, marine gunner, quartermaster clerk, and pay clerk in the United States 
Marine Corps are abolished. [, and in lieu thereof there are hereby established 
the commissioned warrant and warrant grades of commissioned warrant officer 
and warrant officer.] 
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Any commissioned officer, except a commissioned warrant officer, who has reached 
the age of sixty-two shall be retired from active service, with retired pay of the 
grade with which retired. 


REVISED STATUES, SEcTION 1405 


(The President may appoint for the vessels in actual service, as many boat- 
swains, gunners, sailmakers, and carpenters as may, in his opinion, be necessary 
and proper.] 





REVISED Statutes, Section 1406 


(Boatswains, gunners, carpenters, and sailmakers shall be known and shall 
be entered upon the Naval Register as “warrant officers in the naval service of the 
United States.” ] 





Section 1 or THE Act or JUNE 17, 1898 (30 Start. 474) 


[That a hospital corps of the United States Navy is hereby established, and 
shall consist of pharmacists, hospital stewards, hospital apprentices (first class), 
and hospital apprentices; and for this purpose the Secretary of the Navy is 
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mpowered to appoint twenty-five pharmacists with the rank, pay, and privileges 
f warrant officers, removable in the discretion of the Secretary, and to enlist, 
or cause to be enlisted, as many hospital stewards, hospital apprentices (first 
class), and hospital apprentices as in his judgment may be necessary, and to limit 
r fix the number, and to make such regulations as may be required for their 
listment and government. Enlisted men in the Navy or the Marine Corps 
hall be eligible for transfer to the hospital corps, and vacancies occurring in the 
ide of pharmacist shall be filled by the Secretary of the Navy by selection from 
holding the rate of hospital steward.] 


SecTion 12 or THE Act oF Marcu 3, 1899 (30 Star. 1007) 


[That boatswains, gunners, carpenters, and sailmakers shall after ten years 
from date of warrant be commissioned chief boatswains, chief gunners, chief 
carpenters, and chief sailmakers, to rank with but after ensign: Provided, That 
the chief boatswains, chief gunners, chief carpenters, and chief sailmakers shall 
on promotion have the same pay and allowances as are now allowed a second 
ieutenant in the Marine Corps: Provided, That the pay of boatswains, gunners, 
carpenters and sailmakers shall be the same as that now allowed by law: Pro- 

ded, further, That nothing in this Act shall give additional rights to quarters on 
board ship or to command, and that immediately after the passage of this Act 
boatswains, gunners, carpenters and sailmakers, who have served in the Navy as 
such for fifteen years, shall be commissioned in accordance with the provisions of 
this section, and thereafter no warrant officer shall be promoted until he shall have 
passed an examination before a board of chief boatswains, chief gunners, chief 
carpenters and chief sailmakers, in accordance with regulations preseribed by 
the Seeretary of the Navy.] 


SecTION 14 or THE Act or Marcu 3, 1899 (30 Strat. 1007 


[That upon the passage of this Act the Secretary of the Navy shall appoint a 
board for the examination of men for the position of warrant machinists, one 
hundred of whom are hereby authorized. The said examination shall he open, 
first, to all machinists by trade, of good record in the naval service, and if a suffi- 
cient number of machinists from the Navy are not found duly qualified, then any 
machinist of good character, not above thirty years of age, in civil life shall be 
eligible for such examination and appointment to fill the remaining vacancies. 
All subsequent vacancies in the list of warrant machinists shall be filled by com- 
petitive examination before a board ordered by the Secretary of the Navy, and 
open to all machinists by trade who are in the Navy, and machinists of good 
character, not above thirty years of age, in civil life authorized by the Secretary 
of the Navy to appear before said board, and, where candidates from civil life 
and from the naval service possess equal qualifications, the preference shall be 
given to those from the naval service. ] 


Section 15 or THE Act oF Marcu 3, 1899 (30 Srar. 1007) 


{That the pay of warrant machinists shall be the same as that of warrant 
officers, and they shall be retired under the provisions of existing law for warrant 
officers. Warrant machinists shall receive at first an acting appointment, which 
may be made permanent under regulations established by the Navy Department 
for other warrant officers. They shall take rank with other warrant officers 
according to date of appointment and shall wear such uniform as may be pre- 
scribed by the Navy Department.] 


Tue Act oF Marcu 3, 1909 (35 Strat. 753, 771), as AMENDED 


* * * * x *” * 


[The title of warrant machinist is hereby changed to machinist; and all ma- 
chinists shall, after six years from date of warrant, be commissioned chief machin- 
ists, to rank ‘with, but after, ensign, and shall, on promotion, have the same pay 
and allowances as are allowed chief boatswains, chief gunners, chief carpenters, 
and chief sailmakers, and no machinist shall be promoted until he shall have 
passed such examination before a board as the Secretary of the Navy may pre- 
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scribe, and no warrant officer, heretofore or hereafter promoted six years fro, 
date of warrant, shall suffer a reduction in pay which, but for such promotio, 
would have been received by him: Provided, That chief boatswains, chief gunner 


as 








and chief machinists shall be eligible for appointment to the grade of ensign unde, Z 
the restrictions imposed by law upon the appointment of boatswains, gunners 
and warrant machinists to that grade.] 
* * * * * * ” 
Tue Act or Marcu 3, 1915 (88 Srar. 928, 942), as AMENDED 
* * * * * * x pe 

(The title of paymaster’s clerk in the United States Navy is hereby chang me 
to pay clerk, and hereafter all pay clerks shall be warranted from acting pa . 
clerks, who shall be appointed from enlisted men in the Navy holding acting or ne 
permanent appointments as chief petty officers, or appointments as petty officers H 
first class, who have served at least three years as enlisted men, at least two year vs 
of which service must have been on board a cruising vessel ‘of the Navy : i al 
appointments as acting pay clerks shall be made by the Secretary of the Navy ' 
and all such appointees, in addition to the qualifications above set forth, must he “ 
citizens of the United States. All acting appointments herein provided for sha : 
be made permanent under regulations established by the Secretary of the Nay, ne 
Provided, That paymasters’ clerks now in the Navy whose total service as su 
is less than one year,and who are citizens of the United States may, upon th nf 
passage of this Act, be given appointments as acting pay clerks without previous tC 
service as enlisted men: Provided further, That paymasters’ clerks now in the “= 
service and former paymasters’ clerks whose appointments have been revoked 
within six months next preceding the passage of this Act, who have had not 
less than one year’s actual service as such, and who are citizens of the United 
States, may, upon the passage of this Act, be warranted as pay clerks without 
previous service as enlisted men or as acting pay clerks: And provided further 
That pay clerks and acting pay clerks shall have the same pay, allowances, ar 
other benefits as are now or may hereafter be allowed other warrant officers and el 
acting warrant officers, respec tive ly. es 

[That all pay clerks ‘shall, after six years’ service as such, be commissioned chief a 
pay clerks and shall on promotion have the rank, pay, and allowances of chief h 
boatswain: Provided, That in computing the six years’ service herein provided fo: a 
credit shall be given for all service in the Navy as pay clerk, acting pay clerk F 
and paymaster’s clerk: Provided further, That paymasters’ clerks now in th 0 
Navy and former paymasters’ clerks whose appointments have been revoked ft 
within six months next preceding the passage of this Act, who have had not less w 


than six years’ actual service as such, and who are citizens of the United States, 
may, upon the passage of this Act, be commissioned as chief pay clerks without 
previous service as enlisted men, acting pay clerks, or pay clerks. 

{That the total number of chief pay clerks, pay clerks, and acting pay clerks 
allowed by this Act shall not exceed one for each two hundred and fifty enlisted 
men in the United States Navy now or hereafter allowed by law, and such chief 
pay clerks, pay clerks, and acting pay clerks shall be assigned to duty with pa 
officers under such rules as the Secretary of the Navy may prescribe: Provided 
That no person shall be appointed a chief pay clerk, pay clerk, or acting pa) 
elerk under any provisions contained in this Act until his physical, mental, ora 
and professional qualifications have been satisfactorily established by oe 
tion before a board of examining officers appointed by the Secretary of the Navy 
from officers of the pay corps when practicable and according to such regulations 
as he may prescribe: Provided further, That no person shall be appointed a chief 
pay clerk, pay clerk, or acting pay clerk unless his accumulated previous service 
in the Army, Navy, and Marine Corps, together with his possible future service 
prior to attaining the age of sixty-two years, will amount to at least thirty years 
except that this proviso shall not apply to such persons as were serving in th 
Navy as paymasters’ clerks during the period from September first, nineteen 
hundred and thirteen, to October thirty-first, nineteen hundred and thirteen 

(That the limitation as to age contain od in section thirteen hundred and seventy- 
nine of the Revised Statutes of the United States, relating to appointment o! 
assistant paymasters in the United States Navy, shall not apply to chief pay 
clerks and pay clerks appointed under the provisions of this Act, who must be 
between the ages of twenty-one and thirty-five years at the time of appointment 
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as assistant paymasters in the United States Navy: Provided, That this shall 

not be construed as giving any preference in said appointment of assistant pay- 

masters to said chief pay clerks and pay clerks except as to the limitation of age.] 
* * * * * * * 


Tre Act or Avaust 29, 1916 (39 Srar. 556, 572), as AMENDED 


* * * * * * * 
The Secretary of the Navy may hereafter appoint as many warrant officers 
the Hospital Corps, as may be deemed necessary, from the rating of chief 
petty officer or petty officer, first class, in the Hospital Corps:, Provided, That no 
person shall be appointed pursuant hereto until he shell have established his 
mental, moral, physical, and professional qualifications to the satisfaction of the 
Secretary of the Navy: Provided further, That the warrant officers now in the 
Hospital Corps of the United States Navy or hereafter appointed therein in ac- 
cordance with the provisions of this Act shall have the same rank, pay, and 
allowances as are now or may hereafter be allowed other warrant officers. 
[Pharmacists shall, after six years from the date of warrant, be commissioned 
chief pharmacists after passing satisfactorily such examinations as the Secretary 
of the Navy may prescribe, and shall, when so commissioned, have the same rank, 
pay, and allowances as now or may hereafter be allowed other commissioned 
warrant officers: Provided, That the pharmacists at present in the service who 
have served or may hereafter serve six or more years in that grade shall be eligible 
for promotion to the grade of chief pharmacist upon satisfactorily passing the 
examinations provided for in this Act.] 
* + * * * . + 


Section 12 or THE Act or Marcu 4, 1925 (43 Star. 1274) 

[That the commissioned warrant grades of chief electrician and chief radio 
electrician, and the warrant grades of electrician and radio electrician are hereby 
established in the United States Navy, and all persons appointed in such grades in 
accordance with such regulations as the Secretary of the Navy may prescribe shall 
have the same rank, pay, allowances, and other benefits as now are or may here- 
after be allowed other commissioned warrant and warrant officers in the Navy: 
Provided, That chief gunners and gunners now in the service, qualified for electrical 
or radio duties, shall, if appointed in the grades hereby established, take precedence 
from the dates of their original appointments as commissioned warrant and 
warrant officers, respectively. ] 


SecTION 1 oF THE Act or JUNE 14, 1938 (52 Svar. , Cr. 354) 


[That no warrant officer of the Navy shall be promoted to chief warrant officer 
intil he shall have passed an examination before a board of commissioned officers 
as may be prescribed by the Secretary of the Navy.] 


Tue Frrst Sectron or THE Act or AvGust 21, 1941 (55 Star. 651), as AMENDED 


[That hereafter there shall be two grades of warrant officers in the Army of 
the United States, first, chief warrant officer; and second, warrant officer (junior 


grade) :] 


Tue Act or Jury 28, 1942 (56 Srat. 724) 


[That the commissioned warrant grades of chief ship’s clerk, chief aerographer, 
chief photographer, and chief torpedoman, and.the warrant grades of ship’s 
clerk, aerographer, photographer, and torpedoman, are hereby established in the 
United States Navy. 

(Sec. 2. All persons appointed in such grades, in accordance with such regula- 
tions as the Secretary of the Navy may prescribe, shall have the same rank, pay, 
allowances, and other benefits as now are or mav hereafter be allowed other com- 
missioned warrant and warrant officers in the Navy. 
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[Sec. 3. Chief torpedomen and torpedomen shall be eligible for appointmen; 





to the grade of ensign under the restrictions imposed by law upon the appoint- [' 
ment of other warrant and commissioned officers to that grade: Provided, Tha 
the limitation as to age contained in section 1379 of the Revised Statutes, 
amended, relating to appointments of assistant paymasters in the Navy, sha 
not apply to chief ship’s clerks and ship’s clerk who must be not more than thirt 
five years of age at the time of appointment as assistant paymaster: Pro 
further, That the preceding proviso shall not be construed as giving any prefere; 
in appointment as assistant paymaster other than the limitation of age.J 
Ch 
Section 2 or THE Act oF OcToBER 21, 1943 (57 Strat. 574, Cu. 27] 
{From and after the approval of this Act, and without the issuance of n¢ i 
commissions or warrants, all Marine Corps personnel in the cominissioned wat 
rant grades of chief marine gunner, chief quartermaster clerk, and chief pay cler| 
shall be known and entered upon the Naval Register as ‘‘commissioned warrant 
officers’, and all Marine Corps personnel in the warrant grades of marine gunner ‘ 
quartermaster clerk, and pay clerk shall be known and entered upon the Nava 
tegister as “‘warrant officers’’.J 
Tue Act or June 30, 1947 (61 Star. 210, CH. 168) 
Ul 
[That all active service, for purposes other than training, under a permanent 
or temporary appointment as warrant or commissioned officer in the Regular o r 
Reserve forces of the United States Navy or the United States Marine Corps B 
shall be included in the computation of the six-year period of service required for 
eligibility for promotion from warrant officer to commissioned warrant officer 
with permanent appointment, in the service in which the permanent or temporary) 
appointment was held: Provided, That no back pay or allowances shall be allowed 
by reason of the passage of this Act.] 
0 
SECTION 316 (a) OF THE OFFICER PERSONNEL Act oF 1947 (61 Star. 795, 867 3 
No officer serving in warrant grade shall be temporarily advanced to com- 
missioned warrant officer until he shall have completed six years of service P 


warrant or higher grade.] 





SecrTion 201 (c) oF THE CAREER COMPENSATION Act oF 1949 (63 Star. 802, 807 


(For basic pay purposes, warrant officers (including warrant officers heretofor¢ 
retired) shall be distributed by the Secretary concerned in the various pay grad 
prescribed for warrant officers in subsection (a) of this section.] 


14 Unrrep States Cope, Secrron 303 


CCOMPULSORY RETIREMENT AT AGE OF SIXTY-TWO. 
[Any warrant officer who has reached the age of sixty-two vears shall be retired 
from active service, with retired pay of the grade with which retired J 


14 Unirep Sratres Copeg, Section 304 


CVOLUNTARY RETIREMENT AFTER THIRTY YEARS’ SERVICE. 

[Any warrant officer who has completed thirty years’ service may, upon his 
own application, in the discretion of the Secretary, be retired from active servicé 
with retired pay of the grade with which retired. ] 
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14 Unirep States Cope, Secrion 305 


[VOLt NTARY RETIREMENT AFTER TWENTY YEARS’ SERVICE, 
[Any warrant officer who has completed twenty years’ active service in the 
oast Guard, Navy, or Marine Corps, or the Reserve Components thereof, may, 
non his own application, in the discretion of the Secretary be retired from active 
e, with retired pay of the grade with which retired. ] 


14 UNITED States Conk, Section 307 


[RETIREMENT UPON RECOMMENDATION OF PERSONNEL BOARD. 

[The Coast Guard Personnel Board may recommend for retirement such 
varrant officers who have thirty years of service as it determines upon the basis 
ff the needs of the service should be retired from active service The procedures 
or the retirement of commissioned officers pursuant to the action of a Personnel 
Board, after thirty years’ service, shall govern the retirement of warrant officers 
inder this section, except that in the case of warrant officers the final review and 
iction shall be by the Secretary instead of by the President.] 


14 UnriTED States Cope, SECTION 308 


[PAY UPON INVOLUNTARY RETIREMENT AFTER 30 YEARS’ SERVICE. 

[Any warrant officer who has completed thirty years’ service and who has been 
retired from active duty by the Secretary, pursuant to the action of a Personnel 
Board, shall, unless entitled to retire at a higher grade or pay under other pro- 

isions of law, receive the retired pay of the grade with which retired.] 


14 Unrrep States Cope, Secrion 313 


[RETIREMENT IN CASES WHERE HIGHER GRADE HAS BEEN HELD. 

[Any warrant officer who is retired under any provision of sections 303, 304, 
305. or 307 of this title shall be retired from active service with the highest grade 
held by him while on active duty in which, as determined by the Secretary, his 
performance of duty was satisfactory, but not lower than his permanent grade, 
with retired pay of the grade with which retired.J 


Oo 





g3p Congress ( HOUSE OF REPRESENTATIVES { REPORT 
Id Session + |. J ) No. 1384 


WHITE HOUSE CONFERENCE ON EDUCATION 


nmittee of the Whole Hlouse o1 


the Union and ordered to be printed 


\[cConneut, from the Committee on Education and Labor, 
submitted the following 


REPORT 


To accompany H. R. 7601] 


The Committee on Education and Labor, to whom was referred 
the bill CGH. R. 7601) to provide for a White House Conference on 
Education, having considered the same, report favorably thereon with 

ndments and recommend that the bill do pass 

he amendments are as follows: 

Page 2, line 4; strike out “$1,500,000” and insert “$750,000” 

Page 2, line 9; strike out $10,000” and imsert “$5,000” 


PURPOSE OF THE BILL 


This bill authorizes appropriations to enable the President to hold 
in the city of Washington, D. C., a conference of educators and 
interested laymen from all parts of the Nation, to be called the 
White House Conference on Education, to consider and report to 
the President on significant and pressing problems in the field of 
education. The sums appropriated are to be used in assisting each 
State to bring together educators and interested citizens to discuss 
their particular educational problems within the State and make 
recommendations for appropriate action to be taken at local, State, 
and Federal levels. These State conferences would enlist the partie- 
ipation of interested laymen and community leaders, as well as 
professional educators, in the consideration of the grave educational 
problems existing throughout the Nation today and center attention 
on the ways in which State and local resources can be mobilized. 

Following these State conferences, representatives of all of the 
States would be brought together in Washington to consider the 
educational problems from the national viewpoint. This conference 
would be known as the White House Conference on Education and 
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would utilize the results of all of the State conferences in the study 

and consideration of the educational problems of the Nation. $ 
Provision for this series of conferences is based on the sound cone ept 

that the problems of the Nation’s schools must be solved cooperatively 

by the local community, the State, and the Federal Government, wit} 

the fullest possible use being made of local and State resources, and a 

with the Federal Government coming into the picture only where t} 

national interest requires national leadership and action. 


ALLOTMENTS TO STATES 


Sums appropriated for the purpose of enabling each State to hold 
a conference on educational problems would be allotted to the States 
on the basis of their respective populations, according to the latest 
figures certified by the Department of Commerce, except that no 
State’s allotment shall be less than $5,000. 

The bill authorizes the Commissioner of Education to pay, _ igh 
the disbursing facilities of the Treasury Department, an allotment to 
each State which, through its governor or other State official desig. 
nated by the governor, undertakes to accept and use the sums 
paid exclusively for the purpose of holding a State conference o1 
education and to make a report of the findings and recommendations 
of the State conference for the use of the White House Conference o1 
Education. The sums appropriated for this purpose would remai 
available until December 31, 1955, and any such sums remaining 
unpaid to the States or unobligated by them as of that date would } 
returned to the Treasury. 





FEDERAL ADMINISTRATIVE EXPENSES 


The bill authorizes to be appropriated to the Commissioner of 
Education for the fiscal years ending June 30, 1954, June 30, 1955, an 
June 30, 1956, such sums as Congress determines to be necessary fo 
the administration of the act and for other expenses of the Office o! 
Education in planning for and holding the White House Conference: 
on Education and in making available to the public the findings and 
recommendations of the conference. The Commissioner of Education 
is also authorized to accept, use, and dispose of funds, equipment, and 
facilities donated for the purposes of the conference, and, to the extent 
consistent with such purposes, to use the same in accordance with thi 
wishes of the donors. 

DEFINITION OF “‘STATE”’ 


The bill defines the term ‘State’? for the purposes of the act to 
include the District of Columbia, Alaska, Hawaii, Puerto Rico, and 
the Virgin Islands. 

AMENDMENTS 


Section 2 of the bill authorizes an appropriation in the amount o/ 
$1,500,000. The committee amended that section so as to authoriz 
an amount to be appropriated in the amount of $750,000. 
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‘he bill also authorizes that no State’s allotment shall be less than 
310.000. That provision has been amended by the committee so as 
to provide that no State’s allotment shall be less than $5,000. 

The committee made these amendments on the basis of a conviction 
that each State would be able and willing to bear any expense over 
and above the amount of its allotment from the Federal Government 
- to hold a State conference on this important subject. 
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§3p CONGRESS HOUSE OF REPRESENTATIVES Report 
No. 1385 


2d Session 


{MENDING THE FEDERAL FOOD, DRUG, AND COSMETIC ACT 
WITH RESPECT TO RESIDUES OF PESTICIDE CHEMICALS IN OR 
ON RAW AGRICULTURAL COMMODITIES 


Marcu 23, 1954.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 


Mr. Sprincer, from the Committee on Interstate and Foreign 
Commerce, submitted the following 


REPORT 


[To accompany H. R. 7125] 


The Committee on Interstate and Foreign Commerce, to whom was 
referred the bill (H. R. 7125) to amend the Federal Food, Drug, and 
Cosmetic Act with respect to residues of pesticide chemicals in or on 
raw agricultural commodities, having considered the same, report 
favorably thereon with amendments and recommend that the bill as 
amended do pass. 

The amendments are as follows: 

Page 4, line 10, strike out ‘‘(1)”’ and insert “(1)”. 

Page 5, line 8, after “from’’, insert “‘the requirement of”. 

Page 6, line 7, strike out ‘‘(1)’’ and insert ‘‘(1)”’. 

Page 6, line 9, after ‘‘Secretary’’, insert ‘‘of Health, Education, 
and Welfare’. 

Page 6, line 20, strike out “event’’ and insert ‘‘events’’. 

Page 6, line 25, strike out ‘‘(1)’’ and insert ‘“‘(1)”’. 

Page 7, line 2, after “‘or’’, insert “‘in the event’’; and, in lines 3 and 

, after “Secretary”’, insert “of Health, Education, and Welfare”. 

Page 10, line 1, strike out “person,”’ and insert “‘person’’. 

Page 11, line 3, strike out “or’’ and insert “of”’. 

Page 12, line 20, strike out ‘‘(1)’’ and insert ‘(1)’. 

Page 13, line 17, strike out ‘‘(1)’’ and insert “(l)”’. 

All of the foregoing amendments are either clerical or for the purpose 
of making minor clarifications. 


PURPOSE 
The primary purpose of the bill is to assure greater protection of 


the public health by improving, simplifying, and speeding up the 
42006—54—— J 
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method for regulating, under the provisions of the Federal Food 
Drug, and Cosmetic Act, the amount of residue which may remain 
on raw agricultural commodities after use of pesticide chemicals 
Pesticide chemicals are substances such as insecticides, fungicides 
and weedkillers used in the production, storage, and transportation 
of food for the purpose of controlling insects, plant diseases, weeds 
and other pests. ‘This bill is an exercise of the power of Congress over 
the regulation of interstate commerce in adulterated food. 

This bill would accomplish its purpose primarily by adding to the 
Federal Food, Drug, and Cosmetic Act an improved procedure for 
establishment of tolerances for pesticide chemicals remaining in or on 
raw agricultural commodities. Poisonous or deleterious substances 
intentionally added to, or which remain in, other food are subject to 
existing law and would not be affected by this bill. 

A primary objective in drafting the bill was to develop legislation 
that would provide for prompt administrative action to permit 
effective use of pesticide chemicals without hazard to the public 
health; legislation that would be safe for consumers and practical for 
producers. 

The committee knows of no opposition to the bill. All interested 
parties are agreed as to the need for the bill. 

Eristing law 

Under existing law, added poisonous and deleterious substances 
and most pesticide chemicals fall in this class—must be kept out of 
foods unless they are required in production or cannot be avoided by 
good manufacturing practice. When such a substance is required in 
production—as many pesticide chemicals are required in growing 
agricultural crops—a tolerance may be established by the Secretary 
of Health, Education, and Welfare, but only after a formal public 
hearing. (The maximum amount of residue that may lawfully remain 
in or on the food is commonly referred to as a tolerance.) Detailed 
findings of fact and conclusions must be made by the Secretary as to 
the required use of the pesticide and the residue levels that may safely 
be tolerated. 


Need for new legislation 

Regulations limiting the amount of pesticidal residue which may 
remain in or on food have been issued under the present law in only 
one instance, although the law authorizing such regulations has been 
in effect for over 15 years. During all that time control has been 
exercised through unofficial and informal tolerances. In_ 1950, 
lengthy public hearings were held for the purpose of establishing 
official tolerances (the maximum amount of poisonous or deleterious 
residue which may legally remain in or on food) for fresh fruits and 
vegetables. These hearings, at a cost of nearly a half-million dollars 
to Government, to industry, to agricultural organizations, and to the 
various land-grant colleges, produced a very large volume of evidence 
that had not theretofore been gathered together, but the record isstill 
under consideration by the Government and the necessary tolerances 
have not yet been issued. This has been responsible for uncertainty 
under the law. It has handicapped the Government in enforcing the 
law, the grower in complying with the law, and the pesticide manu- 
facturer and Federal and State agencies in discharging their respon- 
sibility for advising and making recommendations to the grower with 
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respect to the use of pesticide chemicals. This, together with the 
introduction of a large number of new pesticide chemicals, some of 
which are known to be toxic, has been responsible for concern that 
existing law is inadequate to protect the public health. 

It has been generally recognized that a primary reason why toler- 
ances have not been established to control agricultural usage of pesti- 
cide chemicals as intended by Congress has been the cumbersome, 
time-consuming, and impracticable procedure prescribed by existing 
aw. 

SUMMARY OF THIS BILL 


Under this bill, a regulation establishing a tolerance for a pesticide 
chemical used on raw agricultural commodities may be initiated by 
an applicant for registration of an economic poison under the Federal 
Insecticide, Fungicide, and Rodenticide Act or by the Secretary of 
Health, Education, and Welfare. It is anticipated that, in the usual 
case, registration of a new economic poison would be withheld by the 
Department of Agriculture pending the issuance of the tolerance. 

The tolerance-setting process for a particular pesticide chemical 
started by a person other than the Secretary is accomplished by (a) 
filing with the Secretary of Agriculture a request to certify to the 
Secretary of Health, Education, and Welfare that the pesticide chem- 
ical is useful for its intended purpose and that the requested tolerance 
reflects the amount of residue, if any, likely to result when the pesticide 
is used as proposed; and (6) filing of a petition proposing the tolerance, 
together with supporting scientific data to establish safe residue 
levels, with the Secretary of Health, Education, and Welfare. Within 
90 days after the Secretary of Agriculture has certified to usefulness, 
the Secretary of Health, Education, and Welfare would make public a 
regulation establishing the tolerance. 

"he basic authority, under the bill, to establish tolerances or ex- 
emptions from tolerances directs the Secretary of Health, Education, 
and Welfare to limit in or on raw agricultural commodities residues 
of poisonous or deleterious pesticide chemicals and pesticide chemicals 
of unknown or uncertain toxicity ‘to the extent necessary to protect 
the public health.” In doing so, the Secretary is directed to take 
into account the necessity for the production of an adequate, whole- 
some, and economical food supply and the Secretary of Agriculture’s 
opinion as to the amount of residue that will remain, as well as the 
overall effect the pesticide chemical may have in consumers’ diets. 

The Secretary is authorized to fix the tolerance at zero—and thus 
prohibit any residue—when the scientific data submitted does not 
justify a greater tolerance. 

Provision is made for the referral of a petition proposing a tolerance 
or exemption to an ad hoc advisory committee of scientific experts 
selected by the National Academy of Sciences for a report and recom- 
mendation where this is requested by the proponent of the tolerance or 
is otherwise deemed necessary by the Secretary of Health, Education, 
and Welfare. Such referral extends the time limits otherwise pre- 
scribed for administrative action. The report and recommendation 
of any such advisory committee is considered by the Secretary before 
a tolerance is established and may be made a part of the official 
record in the event of a public hearing, in accordance with the 
provisions of the Administrative Procedure Act. 
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Provision is also made, among other things, for the establishment of 
tolerance regulations by the Secretary of Health, Education, and 
Welfare, upon his own initiative, for the exemption of certain pesticide 
chemicals from the need for tolerances, and for the issuance of tem. 
porary tolerances. These are described in more detail in following 
parts of this report. : 

HISTORY OF THIS BILL 


In 1938, when Congress first made specific provision for the regula- 
tion of pesticide residues on food, conditions were considera) 
different than they are today. At that time there were only a fey 
pesticide chemicals on the market in strong contrast to the large 
number marketed today. The development and introduction of 
many new pesticide chemicals during the postwar years for use in 
the production, storage, and transportation of food has been one of 
the noteworthy contributions of industry research in the last decade 
These chemicals have become vital tools in the production of an 
adequate, wholesome, and economical food supply, and it is accepted 
that without them the health and living standards of this Nation 
and of other countries dependent upon our food exports would | 
dangerously impaired. At the same time, the large number of ases 
chemicals and the frequent introduction of new ones has focused 
attention upon the need, both from the standpoint of public healt) 
and agricultural use, for a more prompt and balanced form of contro] 
than is possible under a law geared to 1938 conditions. 

The enactment in 1947 of the Federal Insecticide, Fungicide, and 
Rodenticide Act as a direct control over the marketing of pesticide 
chemicals with regard to their safety and effectiveness has brought 
about a general recognition that a better degree of coordination 
between this law and the provisions of the Federal Food, Drug, and 
Cosmetic Act pertaining to pesticidal residues on food would be 
beneficial. 

In addition to these developments since 1938, a report by the Select 
Committee to Investigate the Use of Chemicals in Foods on the ques- 
tion of the use of chemicals in food has indicated the need for supple- 
mental legislation in this field (H. Rept. No. 2356, 82d Cong., 2d sess 

It was against this background that H. R. 4277 was introduced 
on March 26, 1953. That bill was similar in purpose and design to 
the bill here reported to the House, H. R. 7125. 

A special subcommittee of this committee held a hearing on H. R 
4277 on July 14, 1953. At that hearing numerous witnesses testified 
in support of the bill and urged its early passage. There were objec- 
tions raised, however, by the Department of Health, Education, and 
Welfare, the Department of Commerce, the Department of Agricul- 
ture, and by the Judicial Conference of the United States. 

Following the hearing on H. R. 4277, the author of the bill, Gov- 
ernment officials, farm organizations, and industry groups participated 
in a series of conferences for the purpose of working out the features 
of the bill deemed objectionable. These conferences were extremely 
fruitful, with the result that the important issues in dispute were 
largely resolved to the satisfaction of all interested groups and 4 
clean bill was introduced in the present session, H. R. 7125. 

This committee held a hearing on H. R. 7125 on March 8, 1954 
The testimony of the witnesses at this hearing and letters and state- 
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ments filed by various interested persons and groups with this com- 
mittee show a remarkable unanimity of support for this bill. There 
appears to be no opposition to the bill. 


IMPROVEMENTS OVER EXISTING LAW 


The principal respects in which this bill would change and improve 
existing law are— 

1. Aspecific method for controlling the residue of pesticide chemicals 
which may remain in or on raw agricultural commodities is set up 
which is distinct from that controlling other poisonous or deleterious 
substances which are used in, or remain in, proc essed, fabricated, and 
manufactured food. In this way, recognition is given to the pec vuliar 
economic, agricultural, and pub lic health problems which are impor- 
tant in the regulation of pesticide chemicals and to the statutory 
controls which now apply to these chemicals. Unlike many other 
chemicals, pesticide chemicals are necessary instruments of agriculture 

, producing and expanding our food supply and are compre he nsively 
ae ated by the Department of Agriculture under the Federal 
Insecticide, Fungicide, and Rodenticide Act. 

The determination of questions of agricultural usefulness and 
pr sbable residue levels involved in the establishment of toleranc es, is 
i ide a function of the Department of Agriculture; while the deter- 

nination of questions of a public health nature remains a function of 
the Department of Health, Education, and Welfare. In this way, a 
more logical grouping of covernmental functions is effected than under 
existing law which casts the responsibility for determining agricultural 
questions as well as public health questions upon the Department of 
Health, Education, and Welfare. 

Before any pesticide-chemical residue may remain in or on a raw 
agricultural commodity, scientific data must be presented to show that 
the pesticide-chemical residue is safe from the standpoint of the food 
consumer. The burden is on the person proposing the tolerance or 
exemption to establish the safety of such pesticide-chemical residue. 

4. Specific time limits for informal administrative action in estab- 
lishing tolerances are prescribed to avoid the adverse consequences 
of inaction and protracted delay. Promptness is vital in this area of 
regulation to all concerned. 

Provision is made for the appointment of independent com- 
mittees of scientific experts selected by the National Academy of 
Sciences to study proposed regulations establishing tolerances for 
pesticide chemicals and to make recommendations thereon to the 
Department of Health, Education, and Welfare. This provision, 
enabling the participation of disinterested experts in dealing with the 
highly technical and complex problems which attend this area of 
regulation, is one of the most important features of the bill. 

The procedure prescribed for establishing tolerances emphasizes 
informal proceedings rather than the formal public hearing type of 
proceedings. ‘ This is accomplished in two ways: First, the bill sets 
up a proe edure whereby the manufacturer cr formulator most directly 
concerned with the establishment of a tolerance for a particular 
pesticide chemical has the right to initiate the proceedings for a 
tolerance on that chemical by filing a petition. Second, the bill 
provides for the initial setting of tolerances without a formal public 
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hearing, limiting such hearings to issues which may remain in dispute 
at the conclusion of the informal proceedings. Existing law requires 
a formal public hearing before any tolerance can be established and 
such a proceeding can be initiated only upon the request of a syb- 
stantial segment of the industry or upon the initiative of the Goy- 
ernment. 

7. Where the informal procedures do not produce a satisfactory 
tolerance or exemption the rights of all concerned to a full and fair 
hearing on the disputed issues are preserved. 

8. Enforcement of the adulteration provisions relating to raw agri- 
cultural commodities bearing pesticide chemicals is simplified and made 
more effective, since, under the bill, authority to establish tolerances 
extends to pesticide chemicals not generally recognized, among experts 
qualified by scientific training and experience to evaluate the safety 
of pesticide chemicals, as safe for use, as well as pesticide chemicals 
which are known to be poisonous or deleterious. 

9. Provision is made for the exemption of pesticide chemicals from 
the requirements of a tolerance in cases where tolerances are not neces- 
sary to protect the public health and for the establishment of tempo- 
rary tolerances for those pesticide chemicals which are used in or on 
raw agricultural commodities under experimental permits issued }y 
the Department of Agriculture. There are no provisions for such 
exemptions or temporary tolerances in the present law. 


EXPLANATION OF THE BILL BY SECTIONS 


An explanation of the various provisions of the bill is contained in 
the sectional analysis which follows. 
Section 1 

This section contains definitions of the terms “pesticide chemical” 
and ‘‘raw agricultural commodity’”’. These terms are not used in the 
present law. The term “pesticide chemical”’ is defined to include any 
substance which, alone, in chemical combination or in formulation 
with other substances, is an “economic poison’’ within the meaning 
of the Federal Insecticide, Fungicide and Rodenticide Act (7 U.S. C 
secs. 135-135h), which is used in the production, storage, or trans- 
portation of raw agricultural commodities. The term ‘raw agri- 
cultural commodity”’ is defined to include any food in its raw or 
natural state, including fruits that are washed, colored, or otherwise 
treated in their unpeeled natural form prior to marketing. 

It is intended by these definitions to draw a sharp line of distinction 
between the subjects covered by this bill and the subjects which are 
unaffected by it. This bill covers the regulations of the residue from 
pesticide chemicals which may remain in or on food in its raw or 
natural state as usually purchased by the consumer or the food proces- 
sor. Such food would include fresh fruits and vegetables, grains 
nuts, eggs, and milk and similar agricultural produce grown or pro- 
duced at the farm level. It would also include those foods which 
have been subjected to certain customary postharvest treatment prior 
to marketing, such as the washing or coloring of fruits in their unpeeled 
natural form, the stripping of the outer leaves of lettuce, and the 
preparation of fresh green salads. This bill does not attempt to 
regulate the residue from pesticide chemicals which may remain in 
or on processed, fabricated, or manufactured food other than by 
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limiting the permissible residues on raw agricultural commodities. 
Food processed by operations such as cooking, freezing, dehydration, 
or milling would remain subject to section 406 rather than being 
regulated by this bill. For example, the provisions of this bill would 
apply to the residue of DDT remaining in or on fresh apples or apples 
which are washed or waxed for market. The provisions of this bill 
would not apply to any residue of DDT remaining in or on apple- 
juice or applesauce which may be prepared or produced from such 
apples. 

The term “pesticide chemical’ has been selected in order to make 
it clear that tolerances (or exemptions) under this bill are to be estab- 
lished with reference to the poisonous, deleterious, or inadequately 
tested ingredients of a formulated “economic poison’’ rather than 
with reference to the formulated or finished product itself. For 
example, in a finished product containing DDT a tolerance under 
this bill would be established for DDT rather than for the finished 
product itself. 


Section 2 


The Federal Food, Drug, and Cosmetic Act (in sec. 301 (a)) pro- 
hibits the shipment in interstate commerce of adulterated food. 

Under section 402 (a) (2), a food is deemed to be adulterated if it 
bears or contains any ‘‘added’”’ poisonous or deleterious substance 
which is “unsafe’’ within the meaning of section 406 of the act. 
Section 406 contains a general declaration that any poisonous or 
deleterious substance added to food is unsafe except where the sub- 
stance is “required in the production thereof and cannot be avoided 
by good manufacturing practice.’”’ However, in any case where such 
a substance is so required or cannot be so avoided (and this is so in 
case of the use of pesticide chemicals in the production of most raw 
agricultural commodities), section 406 directs the Secretary of Health, 
Education, and Welfare to promulgate regulations limiting the quan- 
tity on the food to such extent as such Secretary finds to be necessary 
for protection of the public health. 

As explained elsewhere in this report, the primary purpose of this 
legislation is to provide a new method, and new procedures, for 
regulating the amount of pesticide chemical residue which shall be 
permitted to remain in or on raw agricultural commodities. 

To attain this objective, section 2 of the bill amends section 402 
(a) (2) so as to provide, in the case of any raw agricultural commodity 
bearing or containing a pesticide chemical, that such commodity 
shall be deemed to be adulterated if such pesticide chemical is unsafe 
within the meaning of the new section 408 (a) which is being added 
to the law by section 3 of the bill. Thus, section 406 of the law will 
no longer be applicable in the case of raw agricultural commodities 
bearing or containing pesticide chemicals. 

Section 3 

This section amends chapter IV of the present law by adding a new 
section 408. This section would supplant section 406 insofar as the 
residues of pesticide chemicals remaining in or on raw agricultural 
commodities are concerned. 

Section 408 (a).—This subsection specifies the conditions under 
which a pesticide chemical is deemed unsafe within the meaning of the 
adulteration provision in section 402 (a) (2). Under this subsection, 
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the residue of a poisonous or deleterious pesticide chemical , 
pesticide chemical which is not generally recognized as safe is de emed 
unsafe if no tolerance or exemption has been established for it, or, jy 
the event that a tolerance has been established, if the quantity of the 
residue exceeds the tolerance. 

Section 408 (b).—This subsection gives to the Secretary of Health, 
Education, and Welfare the authority to establish tolerances. The 
subsection also sets forth the principal factors which should guide the 
administrative judgment in taking such action. The factors are 
designed to assure a proper balance between the need for protecting 
the consumer and the need for assuring an adequate, wholesome, and 
economical food supply. The Secretary is authorized to establish 
the tolerance at zero level in cases where a higher tolerance is not 
justified by the scientific data. 

Section 408 (c).—This subsection authorizes the establishment of 
regulations exempting pesticide chemicals from the requirements of a 
tolerance where a quantitative restriction on the residue of such a 
chemical is not necessary. 

Section 408 (d).—This subsection prescribes the procedure for 
establishing tolerances or exemptions pursuant to a petition. 

Paragraph (1) of this subsection sets forth who may file a petition, 
initiating the regulatory process and the type of data which is to be 
contained in the petition. 

A petition may be filed only by a person who has registered or who 
has submitted an application for registration under the Federal Insect- 
icide, Fungicide, and Rodenticide Act for an economic poison contain- 
ing the pesticide chemical for which the tolerance or exemption is 
sought. It is intended by this provision to limit the class of persons 
who may file a petition to those who are in the best position to develop 
and present the type of scientific data which are necessary for the 
exercise of sound administrative judgment. 

The data to be contained in a petition include information about 
the pecticide chemical, how it is to be used, full reports of investiga- 
tions made with respect to the safety of the pesticide chemical, the 
results of tests on the amount of residue remaining, including a de- 
scription of the analytical methods used, practicable methods for 
removing the residue which exceeds any proposed tolerance, together 
with a proposed tolerance and reasonable grounds to support the 
petition. 

It is intended that a rule of reason should dictate the nature and 
extent of the information which should be submitted with a petition 
What is contemplated is data adequate to permit an accurate appraisal 

of safety to protect the public health. In this respect. the data as to 
a particular chemical will depend upon many variable factors, including 
its physical and chemical properties, recommended purpose, toxicity. 
and rate of disappearance. The emphasis to be placed on any such 
factor will similarly depend on the particular pesticide chemical under 
consideration and its proposed usage. In some cases it is to be 
expected that, despite extensive research, completely satisfactory 
analytical methods or methods or residue removal may not be avail- 
able. Where satisfactor y chemical methods have not been developed, 
reliable bioassay methods or other reliable methods may be used in 
lieu of, or in combination with, chemical methods to identify and 
measure the residue. It is understood that data as to practicable 
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methods for removing residue are required only in cases where the 
residue would otherwise wee the proposed tolerance. 

Paragraphs (2), (3), and (4) set forth the informal procedure to be 
followed by the Secretary 7 Health, Education, and Welfare in 
establishing tolerances or exemptions in cases where a petition is filed. 
This proce edure conte mplates an informal rulemaking process after the 
filing of a petition to enable prompt administrative action, to obviate 
unnecessary public hearings, and to minimize the issues where hearings 
are necessary. 

Paragraph (2) provides that the Secretary shall establish a tolerance 
or exemption for a pesticide chemical for which a petition for a 
tolerance or exemption is filed within 90 days after the Secretary of 
Agriculture has certified that the pesticide chemical is useful pursuant 
to subsection (1). Paragraph (3) provides for a variation in this pro- 
cedure when the petition is referred to an advisory committee. 

Paragraph (3) sets forth the procedure for referring a petition to an 
advisory committee. Under this, the petitioner may within 90 days 
after filing a petition request reference to an advisory committee or 
the Secretary may cause such referral upon his own initiative. If such 
a request or referral is made, the advisory committee is selected and 
appointed in accordance with subsection (g). The advisory com- 
mittee, after a study of the petition and all other data before it, would 
certify a report and recommendations, together with all underlying 
data and a statement of the reasons or basis for the recommendation, 
to the Secretary within 60 davs after the referral (or within 90 days 
if extended for good cause). The Secretary would then establish 
the tolerance or exemption after having taken into consideration 
the report and recommendations of the advisory committee. 

Paragraph (4) provides that regulations establishing such tolerances 
or exemptions become effective upon publication in the Federal 
Register. 

Paragraph (5) sets forth the procedure for obtaining and holding 
public hearings on tolerances or exemption regulations which are 
initially promulgated upon the basis of the informal process contem- 
plated under paragraphs (2) and (3). This paragraph provides for a 
formal rulemaking hearing but only on those parts of tolerance or 
exemption regulations to which objection is made. Any “adversely 
affected”’ person is given the opportunity to file objections and request 
a public hearing. This would include such persons as the person filing 
the petition, a food processor or food manufacturer, or a grower using 
the pesticide chemical. The person filing the petition is authorized 
to reply to the objections, whereupon the hearing is held. Specific 
provision is made whereby the report of an advisory committee may 
be introduced into evidence at such hearing subject to section 7 (c) 
of the Administrative Procedure Act. In the event that cross- 
examination of such report is necessary for full and true disclosure 
of the facts under section 7 (c), provision is made for a member of the 
advisory committee to attend and testify at the hearing with respect 
to the report and underlying data. This should not be construed to 
deny the right of any member of an advisory committee to so attend 
or testify with regard to the majority report of the committee or to a 
minority report if there is one. Section 7 (c) also would authorize 
evidence in rebuttal of the report. Regulations resulting from such 
hearing, which are to be issued as soon as practicable after the hearing, 

H. Rept. 1385, 83-2 2 
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must be based upon detailed findings and substantial evidence 0; 
record. 

Section 408 (e)—This subsection prescribes a procedure where}, 
the Secretary of Health, Education, and Welfare may propose 4 
tolerance or exemption regulation upon his own initiative or upon the 
request of an interested person. It is anticipated that in the case of 
new pesticides, tolerance or exemption regulations will be initiated }y 
petition under subsection (d) rather than under the provisions of this 
subsection. 

Section 408 (f).—-This subsection provides that data submitted to 
the Secretary and to advisory committees in support of a petition are 
deemed confidential until publication of a regulation based thereon 
under (2) or (3) of subsection (d). This provision is designed to assure 
equitable protection to research information until the time when 
regulations are published for public comment and _ possible forma! 
hearings. 

Section 408 (g).—This subsection specifies the manner in which thy 
ad hoe advisory committees are selected and appointed and _ the 
qualifications of members serving on such committees. This is one 
of the key provisions of the bill which enables a study of proposed 
tolerances or exemptions by impartial scientific experts of diversified 
professional backgrounds who will be able to bring to bear on the ad- 
ministrative process the results of particular experience and expertise 
in the field. The recommendations of these groups will obviously be 
most carefully considered and will constitute an important part of the 
scientific evidence. Under this bill, advisory committees will be 
appointed by the Secretary of Health, Education, and Welfare and the 
members thereof will be selected by the National Academy of Sciences 
In making the selection, the Academy will be guided by the qualifica- 
tion standards specified in the bill which emphasize the need for ex- 
perts of diversified experience and background, including experts 
drawn from the agricultural field. It is intended that the Academy, 
will select the land-grant college representative or representatives on 
the basis of recommendations made by the Association of Land-Grant 
Colleges and Universities. Provision is made whereby the Secretar) 
of Health, Education, and Welfare may prescribe general rules per- 
taining to the operations of advisory committees. It is not intended 
that such rules should impair the basic flexibility and independence 
of action which will be necessary to the proper functioning of the 
advisory committees under this bill. 

Section 408 (h).—This subsection is designed to make it clear that 
the proponent of a tolerance or exemption regulation or his representa- 
tive and the Secretary of Health, Education, and Welfare have the 
unqualified right to consult with an advisory committee. 

Section 408 (i).—This subsection provides for judicial review in the 
United States courts of appeals of orders of the Secretary of Health 
Education, and Welfare establishing tolerance or exemption regula- 
tions and of orders of the Secretar vy of Agriculture with respect to cer- 
tifications of usefulness. Review is available in any case of ‘actual 
controversy”’ to any person who will be adversely affected by tolerance 
or exemption regulations or by a certification as to agric vultural useful- 
ness. The bill does not restrict review to participants in the adminis- 
trative hearing. The nature of judicial review provided is the same 
as that provided for in section 10 of the Administrative Procedure Ac' 
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as interpreted in Universal Camera Corp. v. National Labor Relations 
Board (340 U. S. 474) and applied with respect to section 701 (f) of 
the present Federal Food, Drug, and Cosmetic Act. Specific provision 
is made for consideration by the courts of any report and recommenda- 
tion of an advisory committee properly presented at the public hearing. 

Section 408 (j).—This subsection provides for the establishment of 
temporary tolerances for pesticide chemicals used on experimental 
permits in accordance with the provisions of the Federal Insecticide, 
Fungicide, and Rodenticide Act. 

Section 408 (k).—This subsection saves the effectiveness of tolerance 
regulations which may be promulgated under the authority of section 


406 (a) upon the basis of public hearings initiated before January 1, 


1953 (this embraces at the present time only those initiated in 1950 
for fresh fruits and vegetables). These regulations would be subject 
to amendment and repeal under the provisions of this bill. 

Section 408 (l).—This subsection sets forth the functions of the 
Secretary of Agriculture under the biil. Under the present law the 
Secretary of Agriculture has no responsibility in the setting of toler- 
ances by the Secretary of Health, Education, and Welfare. Agri- 
cultural usage and the necessity for using pesticide chemicals in agri- 
culture as well as questions of safety are determined by the Secretary 
of Health, Education, and Welfare under the present law. This bill 
imposes upon the Secretary of Agriculture the function of (a) deter- 
mining the usefulness of a pesticide chemical in agriculture, and (6) 
stating an opinion whether a proposed tolerance or exemption reason- 
ably reflects the residue which is likely to result when the pesticide 
chemical is used as proposed. In this respect, generally recognized 
and accepted good agricultural practices which normally eliminate or 
minimize residue may be taken into account in establishing toler- 
ances. The bill delegates to the Secretary of Health, Education, and 
Welfare the function of de termining safe residue limits from the stand- 
point of the food consumer. 

Under this procedure, a person who is qualified to file a petition for 
a tolerance or exemption may request the Secretary of Agric ‘ulture to 
make, for example, a certification to the Secretary of Health, Educa- 
tion, and Welfare that the pesticide chemical named in the petition is 
useful in controlling insects or other pests which affect specified raw 
agricultural commodities for which the tolerance or exemption is 
sought. After study of the data before him, the Secretary of Agricul- 
ture may make the certification as proposed or give the person re- 
questing the certification the opportunity for a formal he varing based 
on a record and stated findings. Tolerances or exemptions would not 
be established by the Secretary of Health, Education, and Welfare 
until after a certification of usefulness was made. Each certification 
of usefulness must be accompanied by an opinion by the Secretary of 
Agriculture whether the proposed tolerance reasonably reflects the 
amount of residue which may be expected when used as proposed. 
The Secretary of Agriculture is also given the exclusive authority 
under the bill to promulgate regulations implementing the provisions 
of this subsection. 

Since tolerances may be set and exemptions made under the bill 
only in the case of those pesticide chemicals which the Secretary of 
Agriculture certifies as “useful,” the meaning of this term is important. 
On March 10, 1954, the Under Secretary of Agriculture, in writing to 
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the chairman of this committee, attached a statement of views 
regarding the meaning of the term “useful” as it is employed in section 
48 (1) of the bill. He stated that it represents the views of representa- 
tives of the industry and the Department of Agriculture. This state- 
ment is set forth below. The committee has not been informed of any 
disagreement with the views therein expressed. , 


Another important interpretative question which is presented is the legislative 
meaning of the term “useful” as it is employed in the bill. This term is an im- 
portant one since tolerances are set and exemptions are made only on those pesti- 
cides which the Secretary of Agriculture certifies to be “useful for the purpos: 
for which a tolerance or exemption is sought.” 

Usefulness of a pesticide chemical for the purpose of certification under H. R 
7125 should be determined upon the basis of its practical biological or pesti- 
cidal effectiveness. Pesticiaal effectiveness may he established in terms of per- 
centage reduction or control of pests or, when appropriate, increase in vield or 
quality of crop or other economic gain or practical benefit following application 
of the specified pesticide under the conditions prescribed, compared with results 
from adequate controls. In determining practical effectiveness, consideratio, 
may be given to other economic gain or practical benefit including: economy or 
ease of production, harvest, or storage of the crop; flexibility as regards time of 
planting or harvest, even at the possible sacrifice of yield; and general benefit 
to livestock, plants, or human welfare not necessarily related to vield. 

One of the purposes of this bill is to expedite the setting of tolerances with a 
minimum of delay and without undue burden upon the administrative agencies 
involved. To minimize the need for repeated certifications and setting of tol- 
erances for specific uses of a pesticide chemical as they are established, certifi- 
cation should be on as broad a basis as the data submitted to the Secretary of 
Agriculture warrant. Thus, when the petitioner submits data showing that a 
pesticide chemical is effective against one or more pests common to fresh fruits 
if the petitioner so requests, the chemical should be certified as useful on fresh 
fruits for the purpose of establishing a tolerance thereon even though iv has 
not been tested on all fresh fruits, providing the data reasonably indicate tha 
it will be effective on a wide variety of fresh fruits. 

Factors other than pesticidal effectiveness are considered in the granting 
registration under the Federal Insecticide, Fungicide, and Rodenticide Act of 
1947. Many of these factors have no relation to the subject matter of this bill 
which is concerned with the protection of the public health and the setting of 
tolerances. It is not intended that the criteria for registration be applied to 
the certification of usefulness. Such certification should be made by the Secre- 
tary of Agriculture upon the establishment of pesticidal effectiveness unless 
available information indicates that the pesticide chemical is unacceptable for 
registration as regards the proposed food use. 

It is to be noted that the functions of the Secretary of Agriculture 
under this bill are in addition to those prescribed for the administra- 
tion and enforcement of the Federal Insecticide, Fungicide, and 
Rodenticide Act, which is a premarketing control over economic 
poisons containing pesticide chemicals. Nothing in this bill is 
intended to change or modify in any way that act and the interpreta- 
tions thereunder. 

Section 408 (m).—This subsection makes provision for the establishi- 
ment of implementing rules and regulations prescribing the manner 
in which tolerance and exemption rules may be amended or repealed 
The bill contemplates that such regulations will be made in the 
manner prescribed in section 4 of the Administrative Procedure Act 
[t is intended that public hearings should be held on important regula- 
tions and that a minimum of 60 days should be allowed for the sub- 
mission of views by interested persons before the adoption of a 
proposed regulation as final. 

Section 408 (n).—This subsection is designed to make it clear that 
section 303 (c) of the present law relating to guaranties is applicable 
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Sy . / 
» Section 4 


This section contains the usual authorizations for appropriations for 
che administration of the bill. 


Section 5 
This section specifies the time when the provisions of this bill become 


Soffective. It provides for the effectiveness upon enactment of all 


provisions of this bill except section 2. Section 2 would not become 
effective as to any pesticide chemical for which a tolerance or exemp- 
tion were not established under section 3 for a period ranging from a 
minimum of 1 year to a maximum of 2 years after enactment of this 
bill. This period is for the purpose of providing sufficient time for 
the new procedure prescribed in section 3 for establishing tolerances 
to function as to all affected pesticide chemicals. 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as in- 
troduced, are shown as follows (new matter is printed in italics, exist- 
ing law in which no change is proposed is shown in roman): 


FEDERAL FOOD, DRUG, AND COSMETIC ACT 


CHAPTER I—SHORT TITLE 


Section 1. This Act may be cited as the Federal Food, Drug, and Cosmetic 
\ct 
CHAPTER II—DEFINITIONS 


Sec. 201. For the purposes of this Act 

a) The term ‘Territory’? means any Territory or possession of the United 
States, including the District of Columbia and excluding the Canal Zone. 

b) The term ‘‘interstate commerce’’ means (1) commerce between any State 
r Territory and any place outside thereof, and (2) commerce within the District 
f Columbia or within any other Territory not organized with a legislative body. 

c) The term ‘“‘Department” means the U. 8. Department of Health, Educa- 
tion, and Welfare. 

d) The term ‘‘Secretary’’ means the Secretary of Health, Education, and 
Welfare. 

e, The term “person”? includes individual, partnership, corporation, and 
association. 

f) The term ‘‘food’’ means (1) articles used for food or drink for man or other 
animals, (2) chewing gum, and (3) articles used for components of any such 
article 

‘g) The term ‘‘drug’’ means (1) articles recognized in the official United States 
Pharmacopoeia, official Homoeopathic Pharmacopoeia of the United States, or 
official National Formulary, or any supplement to any of them; and (2) articles 
ntended for use in the diagnosis, cure, mitigation, treatment, or prevention of 
lisease in man or other animals; and (3) articles (other than food) intended to 
affect the structure or any function of the body of man or other animals; and (4 
irticles intended for use as a component of any articles specified in clause (1), 
2), or (3); but does not include devices or their components, parts, or accessories. 

(h) The term ‘device’ (except when used in paragraph (n) of this section 
and in sections 301 (i), 403 (f), 502 (c), and 602 (c)) means instruments, apparatus, 
and contrivances, including their components, parts, and accessories, intended 
(1) for use in the diagnosis, cure, mitigation, treatment, or prevention of disease 
in man or other animals; or (2) to affect the strueture or any function of the 
body of man or other animals. 
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(i) The term ‘‘cosmetic’’ means (1) articles intended to be rubbed, poured 
epener or sprayed on, introduced into, or otherwise applied to the huma 
body or any part thereof for cleansing, beautifying, promoting attractiveness. 5; 
altering the appearance, and (2) articles intended for use as a component of any 
such articles; except that such term shall not inelude soap. 

(j) The term “official compendium” means the official United States Pha, 
macopoeia, official Homoeopathic Pharmacopoeia of the United States, offi: 
National Formulary, or any supplement to any of them. 

(k) The term “Fabel” means a display of written, printed, or graphic matter 
upon the immediate container of any article; and a requirement made by or und 
authority of this Act that any word, statement, or other information appear o 
the label shall not be considered to be complied with unless such word, statement 
or other information also appears on the outside container or wrapper, if an 
there be, of the retail package of such article, or is easily legible through th 
outside container or wrapper. 

(1) The term “immediate container’ does not include package liners. 

(m) The term “labeling’”’ means all labels and other written, printed, or graph 
matter (1) upon any article or any of its containers or wrappers, or (2) accom 
panying such article. 

(n) If an article is alleged to be misbranded because the labeling is misleading. 
then in determining whether the labeling is misleading there shall be taken int; 
account (among other things) not only representations made or suggested | 
statement, word, design, device, or any combination thereof, but also the exter 
to which the labeling fails to reveal facts material in the light of such represent 
tions or material with respect to consequences which may result from the use 
the article to which the labeling relates under the conditions of use prescribed 
in the labeling thereof or under such conditions of use as are customary or usual 

(o) The representation of a drug, in its labeling, as an antiseptic shall be co: 
sidered to be a representation that it is a germicide, except in the case of a drug 
purporting to be, or represented as, an antiseptic for inhibitory use as a we 
dressing, ointment, dusting powder, or such other use as involves prolonged 
contact with the body. 

(p) The term ‘‘new drug’? means 

(1) Any drug the composition of which is such that such drug is not general 
recognized, among experts qualified by scientific training and experience 
evaluate the safety of drugs, as safe for use under the conditions prescribed 
recommended, or suggested in the labeling thereof, except that such a drug not 
so recognized shall not be deemed to be a ‘‘new drug”’ if at any time prior to the 
enactment of this Act it was subject to the Food and Drugs Act of June 30, 1906 
as amended, and if at such time its labeling contained the same representations 
concerning the conditions of its use; or 

(2) Any drug the composition of which is such that such drug, as a result 
investigations to determine its safety for use under such conditions, has becom: 
so recognized, but which has not, otherwise than in such investigations, bee! 
used to a material extent or for a material time under such conditions. 

(q) The term ‘‘pesticide chemical’ means any substance which, alone, in chen 
combination or in formulation with one or more other substances, ts an “econon 
poison” within the meaning of the Federal Insecticide, Fungicide, and Rodentic 
Act (?7 U.S. C., secs. 185-135k) as now in force or as hereafter amended, and whic! 
is used in the production, storage, or transportation of raw agricultural commodities 

r) The term ‘ raw agricultural commodity”? means any food in its raw or natu 
slate, including all fruits that are washed, colored, or otherwise treated in their unpeelt 
natural form prior to marketing. 





* * * 


CHAPTER IV—FOOD 
DEFINITIONS AND STANDARDS FOR FOOD 


Sec. 401. Whenever in the judgment of the Secretary such action will promot 


honesty and fair dealing in the interest of consumers, he shall promulgate regula- 


tions fixing and establishing for any food, under its common or usual name 

far as practicable, a reasonable definition and standard of identity, a reasonabl 
standard of quality, and/or reasonable standards of fill of container: Provided 
That no definition and standard of identity and no standard of quality shall b 


established for fresh or dried fruits, fresh or dried vegetables, or butter, excep! 
that definitions and standards of identity may be established for avacados, 
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cantaloupes, citrus fruits, and melons. In prescribing any standard of fill of 
ontainer, the Secretary shall give due consideration to the natural shrinkage in 
storage and in transit of fresh natural food and to need for the necessary packing 
and protective material. In the prescribing of any standard of quality for any 
‘anned fruit or canned vegetable, consideration shall be given and due allowance 
nade for the differing characteristics of the several varieties of such fruit or 
vegetable. In prescribing a definition and standard of identity for any food or 
lass of food in which optional ingredients are permitted, the Secretary shall, for 
he purpose of promoting honesty and fair dealing in the interest of consumers, 
jesignate the optional ingredients which shall be named on the label. Any 
jefinition and standard of identity prescribed by the Secretary for avacados, 
yntaloupes, citrus fruits, or melons shall relate only to maturity and to the effects 
f freezing. 
ADULTERATED FOOD 


sec. 402. A food shall be deemed to be adulterated 

a) (1) If it bears or contains any poisonous or deleterious substance which 

ay in it injurious to health; but in case the substance is not an added sub- 
tance such food shall not be considered adulterated under this clause if the quan- 
tity of such substance in such food does not ordinarily render it injurious to health; 
i (2) if it bears or contains any added poisonous or added deleterious substance, 
xcept a pesticide chemical in or on a raw agric ultural commodity, which is unsafe 
vithin the meaning of section 406, or if it is a raw agricultural commodity and it 
ears or contains a pesticide chemical which is unsafe within the meaning of section 

08 (a); or (3) if it consists in whole or in part of any filthy, putrid, or decomposed 
substance, or if it is otherwise unfit for food; or (4) if it has been prepared, packed, 
or held under insanitary conditions whereby it may have become contaminated 
with filth, or whereby it may have been rendered injurious to health; or (5) if it is, 
in whole or in part, the product of a diseased animal or of an animal which has 
lied otherwise than by slaughter: or (6) if its container is composed, in whole 
or in part, of any poisonous or deleterious substance which may render the con- 
tents injurious to health. 

b) (1) If any valuable constituent has been in whole or in part omitted or 
ibstracted therefrom; or (2) if any substance has been substituted wholly or in 
part therefor; or (3) if damage or inferiority has been concealed in any manner 
r (4) if any substance has been added thereto or mixed or packed therewith so as 
to increase its bulk or weight, or reduce its quality or strength, or make it appear 
etter or of greater value than it is. 

c) If it bears or contains a coal-tar color other than one from a batch that has 
been certified in accordance with regulations as provided by section 406: Provided, 
That this paragraph shall not apply to citrus fruit bearing or containing a coal-tar 

lor if application for listing of such color has been made under this Act and such 
application has not been acted on by the Secretary, if such color was commonly 
sed prior to the enactment of this Act for the purpose of coloring citrus fruit. 

d) If it is confectionery, and it bears or contains any alcohol or nonnutritive 
article or substance except harmless coloring, harmless flavoring, harmless resinous 
glaze not in excess of four-tenths of 1 per centum, natural gum, and pectin: 
Provided, That this paragraph shall not apply to any confectionery by reason of 
its containing less than one-half of 1 per centum by volume of alcohol derived 
solely from the use of flavoring extracts, or to any chewing gum by reason of its 
containing harmless nonnutritive masticatory substances. 

(e) If it is oleomargarine or margarine or butter and any of the raw material 
used therein consisted in whole or in part of any filthy, putrid, or decomposed 
substanee, or such oleomargarine or margarine or butter is otherwise unfit for 
food. 

MISBRANDED FOOD 


Sec. 403. A food shall be deemed to be misbranded 

(a) If its labeling is false or misleading in any particular. 

b) If it is offered for sale under the name of another food. 

c) If it is an imitation of another food, unless its label bears, in type of uniform 
size and prominence, the word “imitation’’ and, immediately thereafter, the 
name of the food imitated. 

(d) If its container is so made, formed, or filled as to be misleading. 

(e) If in package form unless it bears a label containing (1) the name and place 
of business of the manufacturer, packer, or distributor; and (2) an accurate 
statement of the quantity of the contents in terms of weight, measure, or numeri- 
cal count: Provided, That under clause (2) of this paragraph reasonable variations 
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shall be permitted, and exemptions as to small packages shall be established 
regulations prescribed by the Secretary. 

(f) If any word, statement, or other information required by or under authori, 
of this Act to appear on the label or labeling is not prominently placed theres; 
with such conspicuousness (as compared with other words, statements, designs 
or devices, in the labeling) and in such terms as to render it likely to be read ang 
understood by the ordinary individual under customary conditions of purchas; 
and use. 

(g) If it purports to be or is represented as a food for which a definition ana 
standard of identity has been prescribed by regulations as provided by sectio; 
401, unless (1) it conforms to such definition and standard, and (2) its label bears 
the name of the food specified in the definition and standard, and, insofar 4 
may be required by such regulations, the common names of optional ingredieys 
(other than spices, flavoring, and coloring) present in such food. 

(h) If it purports to be or is represented as 

(1) a food for which a standard of quality has been prescribed by regulations 
as provided by section 401, and its quality falls below such standard, unless jts 
label bears, in such manner and form as such regulations specify, a statement 
that it falls below such standard; or 

(2) a food for which a standard or standards of fill of container have bee; 
prescribed by regulations as provided by section 401, and it falls below the standar 
of fill of container applicable thereto, unless its label bears, in such manner and 
form as such regulations specify, a statement that it falls below such standard 

(i) If it is not subfect to the provisions of paragraph (g) of this section unless 
its label bears (1) the common or usual name of the food, if any there be, and 
(2) in case it is fabricated from two or more ingredients, the common or usua 
name of each such ingredient; except that spices, flavorings, and colorings, other 
than those sold as such, may be designated as spices, flavorings, and colorings 
without naming each: Provided, That, to the extent that compliance with th 
requirements of clause (2) of this paragraph is impracticable, or results in decep- 
tion or unfair competition, exemptions shall be established by regulations 
promulgated by the Secretary. 

(j) If it purports to be or is represented for special dietary uses, unless its lab. 
bears such information concerning its vitamin, mineral, and other dietary prop- 
erties as the Secretary determines to be, and by regulations prescribes as, necessary 
in order fully to inform purchasers as to its value for such uses. 

(k) If it bears or contains any artificial flavoring, artificial coloring, or chemica 
preservative, unless it bears labeling stating that fact: Provided, That to th 
extent that compliance with the requirements of this paragraph is impracticabli 
exemptions shall be established by regulations promulgated by the Secretary 
The provisions of this paragraph and paragraphs (g) and (i) with respect 
artificial coloring shall not apply in the case of butter, cheese, or ice cream 


EMERGENCY PERMIT CONTROL 


Sec. 404. (a) Whenever the Secretary finds after investigation that th 
distribution in interstate commerce of any class of food may, by reason of con- 
tamination with micro-organisms during the manufacture, processing, or packing 
thereof in any locality, be injurious to health, and that such injurious natur 
cannot be adequately determined after such articles have entered interstate com- 
merce, he then, and in such case only, shall promulgate regulations providing for 
the issuance, to manufacturers, processors, or packers of such class of food in su‘ 
locality, of permits to which shall be attached such conditions governing th 
manufacture, processing, or packing of such class of food, for such temporar 
period of time, as may be necessary to protect the public health; and after th 
effective date of such regulations, and during such temporary period, no perso! 
shall introduce or deliver for introduction into interstate commerce any such 
food manufactured, processed, or packed by any such manufacturer, processor 
or packer unless such manufacturer, processor, or packer holds a permit issued by 
the Secretary as provided by such regulations. 

(b) The Secretary is authorized to suspend immediately upon notice any permit 
issued under authority of this section if it is found that any of the conditions of th 
permit have been violated. The holder of a permit so suspended shall be privi- 
leged at any time to apply for the reinstatement of such permit, and the Secretary 
shall, immediately after prompt hearing and an inspection of the establishment, 
reinstate such permit if it is found that adequate measures have been taken to 
or with and maintain the conditions of the permit, as originally issued or as 
amended, 
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Any officer or employee duly designated by the Secretary shall have access 
to any factory or establishment, the operator of which holds a permit from the 
Secretary, for the purpose of ascertaining whether or not the conditions of the 
permit are being complied with, and denial of access for such inspection shall be 
ground for suspension of the permit until such access is freely given by the operator. 


REGULATIONS MAKING EXEMPTIONS 


Sec. 405. The Secretary shall promulgate regulations exempting from any 
tabeling requirement of this Act (1) small open containers of fresh fruits and fresh 
vegetables and (2) food which is, in accordance with the practice of the trade, to be 
processed, labeled, or repacked in substantial quantities at establishments other 
than those where originally processed or packed, on condition that such food is 

adulterated or misbranded under the provisions of this Act upon removal 
from such processing, labeling, or repacking establishment. 


TOLERANCES FOR POISONOUS INGREDIENTS IN FOOD AND CERTIFICATION OF COAL-TAR 
COLORS FOR FOOD 


Sec. 406. (a) Any poisonous or deleterious substance added to any food, 
except where such substance is required in the production thereof or cannot be 
ided by good manufacturing practice shall be deemed to be unsafe for purposes 
of the application of clause (2) of section 402 (a); but when such substance is so 
required or cannot be so avoided, the Secretary shall promulgate regulations 
limiting the quantity therein or thereon to such extent as he finds necessary for 
the protection of public health, and any quantity exceeding the limits so fixed 
shall also be deemed to be unsafe for purposes of the application of clause (2) of 
section 402 (a). While such a regulation is in effect limiting the quantity of any 
such substance in the case of any food, such food shall not, by reason of bearing 
or containing any added amount of such substance, be considered to be adulterated 
within the meaning of clause (1) of section 402 (a). In determining the cuantity 
of such added substance to be tolerated in or on different articles of food the 
Secretary shall take into account the extent to which the use of such substance 
s required or cannot be avoided in the production of each such article, and the 
ther ways in which the consumer may be affected by the same or other p»visonous 
or deleterious substances. 
(b) The Secretary shall promulgate regulations providing for the listing of 
oal-tar colors which are harmless and suitable for use in food and for the certifi- 
ation of batches of such colors, with or without harmless diluents. 


COLORED OLEOMARGARINE 


Sec. 407. (a) Colored oleomargarine or colored margarine which is scid in the 
same State or Territory in which it is produced shall be subject in the same 
manner and to the same extent to the provisions of this Act as if it had been 
introduced in interstate commerce. 

(b) No person shall sell, or offer for sale, colored oleomargarine or colored 
margarine unless— 

(1) such oleomargarine or margarine is packaged, 

(2) the net weight of the contents of any package sold in a retail establish- 
ment is one pound or less, 

(3) there appears on the label of the package (A) the word “oleomar- 
garine’”’ or “margarine” in type or lettering at least as large as any other 
type or lettering on such label, and (B) a full and accurate statement of all 
the ingredients contained in such oleomargarine or margarine, and 

(4) each part of the contents of the package is contained in a wrapper 
which bears the word ‘‘oleomargarine”’ or “margarine’’ in type or lettering 
not smaller than 20-point type. 

The requirements of this subsection shall be in addition to and not in lieu of any 
of the other requirements of this Act. 

(c) No person shall possess in a form ready for serving colored oleomargarine 
or colored margarine at a public eating place unless a notice that oleomargarine 
or margarine is served is displayed prominently and conspicuously in such place 
and in such manner as to render it likely to be read and understood by the ordi- 
nary individual being served in such eating place or is printed or is otherwise set 
forth on the menu in type or lettering not smaller than that normally used to 
designate the serving of other food items. No person shall serve colored oleo- 
margarine or colored margarine at a public eating place, whether or not any charge 
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is made therefor, unless (1) each separate serving bears or is accompanied by label- 
ing identifying it as oleomargarine or margarine, or (2) each separate serving 
thereof is triangular in shape. a 

(d) Colored oleomargarine or colored margarine when served with meals ar 
public eating place shall at the time of such service be exempt from the labeling 
requirements of section 403 (except (a) and 403 (f)) if it complies with the re 
quirements of subsection (b) of this section. 

(e) For the purpose of this section colored oleomargarine or colored margarine 
is oleomargarine or margarine having a tint or shade containing more than one 
and six-tenths degrees of vellow, or of yellow and red collectively, but with a; 
excess of yellow over red, measured in terms of Lovibond tintometer scale or its 
equivalent. 


TOLERANCES FOR PESTICIDE CHEMICALS IN OR ON RAW AGRICULTURAL 
CUMMODITIES 


Sec. 408. (a) Any poisonous or deleterious pesticide chemical, or any pesticid: 
chemical which is not generally recognized, among experts qualified by scientif 
training and experience to evaluate the safety of pesticide chemicals, as safe for us 
added to a raw agricultural commodity, shall be deemed unsafe for the purposes 
the application of clause (2) of section 402 (a) unless— 

(1) a tolerance for such pesticide chemical in or on the raw agricultural com- 
modity has been prescribed by the Secretary of Health, Education, and Welfa 
under this section and the quantity of such pesticide chemical in or on the rar 
agricultural commodity is within the limits of the tolerance so prescribed; o 

(2) with respect to use in or on such raw agricultural commodity, the pesticid: 
chemical has been exempted from the requirement of a tolerance by the Secretar 
under this section. 

While a tolerance or exemption from tolerance is in effect for a pesticide chemical wit} 
respect to any raw agricultural commodity, such raw agricultural commodity sha 
not, by reason of bearing or containing any added amount of such pesticide chemical, 
be considered to be adulterated within the meaning of clause (1) of section 402 (a), 

(b) The Secretary shall promulgate regulations establishing tolerances with respect 
to the use in or on raw agricultural commodities of poisonous or deleterious pesticid: 
chemicals and of pesticide chemicals which are not generally recognized, among 
experts qualified by scientific training and experience to evaluate the safety of pesticide 
chemicals, as safe for use, to the extent necessary to protect the public health. In 
establishing any such regulation, the Secretary shall give appropriate consideration, 
among other relevant factors, (1) to the necessity for the production of an adequate, 
wholesome, and economical food supply; (2) to the other ways in which the consumer 
may be affected by the same pesticide chemical or by other related substances that ar: 
poisonous or deleterious; and (8) to the opinion of the Secretary of Agriculture as 
submitted with a certification of usefulness under subsection (1) of this section. Sucl 
regulations shall be promulgated in the manner prescribed in subsection (d) or (e) 
of this section. In carrying out the provisions of this section relating to the estab- 
lishment of tolerances, the Secretary may establish the tolerance applicable with respect 
to the use of any pesticide chemical in or on any raw agricultural commodity at 
zero level if the scientific data before the Secretary does not justify the establishment of 
a greater tolerance. 

(c) The Secretary shall promulgate regulations exempting any pesticide chemica 
from the necessity of a tolerance with respect to use in or on any or all raw agri- 
cultural commodities when such a tolerance is not necessary to protect the public 
health. Such regulations shall be promulgated in the manner prescribed in subsec- 
tion (d) or (e) of this section. 

(d) (1) Any person who has registered, or who has submitted an application for 
the registration of, an economic poison under the Federal Insecticide, Fungicide, and 
Rodenticide Act may file with the Secretary of Health, Education, and Welfare, 
petition proposing the issuance of a regulation establishing a tolerance for a pesticide 
chemical which constitutes, or is an ingredient of, such economic poison, or exempting 
the pesticide chemical from a tolerance. The petition shall contain data showing 

(A) the name, chemical identity, and composition of the pesticide chemical; 

(B) the amount, frequency, and time of application of the pesticide chemical; 

(C) full reports of investigations made with respect to the safety of the pesticide 
chemical; 


(D) the results of tests on the amount of residue remaining, including 4 
description of the analytical methods used; 

(E) practicable methods for removing residue which exceeds any proposed 
tolerance; 
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(F) proposed tolerances for the pesticide chemical if tolerances are proposed; 
and 
(G) reasonable grounds in support of the petition 
les of the pesticide chemical shall be furnished to the Secretary upon request. 
of the filing of such petition shall be published in general terms by the Secretary 
thirty days after filing. Such notice shall include the analytical methods 
able for the determination of the residue of the pesticide chemical for which a 
nce or exemption is proposed. 
Within ninety days after a certification of usefulness by the Secretary of Agricul- 
nder subsection (l) with respect to the pesticide chemical named in the petition, 
the Secretary shall, after giving due consideration to the data submitted in the petition 
yw otherwise before him, by order make public a requlation- 
(A) establishing a tolerance for the pesticide chemical named in the petition 
for the pur poses for which it is so certified as useful, or 
(B) exempting the pesticide chemical from the necessity of a tolerance for such 
purposes, 
nless within such ninety-day period the person filing the petition requests that the 
petition be referred to an advisory committee or the Secretary within such pe riod other- 
deems such referral necessary, in either of which event the provisions of paragraph 
f this subsection shall apply in lieu hereof. 
In the event that the person filing the petition requests, within ninety days 
ifter a certification of usefulness by the Secretary of Agriculture under subsection (1) 
pith respect to the pesticide chemical named in the petition, that the petition be re- 
ferred to an advisory committee, or the Secretary within such period otherwise deems 
such referral necessary, the Secretary shall forthwith submit the petition and other 
ita before him to an advisory committee to be appointed in accordance with sub- 
tion (q) of this section. As soon as practicable after such referral, but not later 
an sixty days thereafter, unless extended as hereinafter provided, the committee 
shall, after independent study of the data submitted to it by the Secretary and other 
lata before it, certify to the Secretary a report and recommendations on the proposal 
n the petition to the Secretary, together with all underlying data and a statement of 
the reasons or basis for the recommendations The sixty-day period provided for 
herein may be exte nded by the advisory committee for an additional thirty days if the 
ulvisory committee deems this necessary. Within thirty days after such ce rtification, 
the Secretary shall, after giving due consideration to all data then before him, in- 
iding such report, recommendations, underlying data, and statement, by order 
ke public a regulation— 
A) establishing a tolerance for the pesticide chemical named in the petition for 
the pur pose 3 for which at IS 80 certified Is useful; or 
(B) erempting the pesticide chemical from the necessitu of a tolerance for such 
purposes. 
The requlations published under paragraph (2) or (3) of this subsection will be 
upon publication. 
Ww ithin thirty days after publication, any person adversely affected by a requla- 
m nublished pursuant to paragraph (2) or (3) of this subsection, or pursuant to 
hsection (e), may file objections thereto with the Secretary, specifying with particu- 
(uy the provisions of the regul ation deemed objectionable, stating reasonable grounds 
efor, and requesting a public hearing upon such objections. A copy of the objec- 
ons filed by a person other than the petitioner shall be served on the petitioner, if the 
equlation was issued pursuant to a petition The petitioner shall have two weeks to 
ea written reply to the objections. The Secretary shall thereupon, ofter due 
hold such public hearing for the pur pose of receivina evidence relevant and 
ilerval to the Issues raised by such objections. Any report, recomme ndations, under- 
7 data, and reasons cert fie | to the Secretary by an advisory committee hall be 
made a part of the record of the hearing, if relevant and material, s ubject to the provi- 
° of section 7 (c) of the Administrative Procedure Act (5 U.S. C.. sec. 1000 (c)). 
The National Academy of Sciences shall desiqnate a member of the advisory committee 
wappe rand test fy at any such hearing with re spect to the renort and recommenda- 
ons of such committee upon request of the Secretary, the petitioner, or the officer 
conducting the hearing: Provided, That this shall not preclude any other member of 
the advisory committee from appearing and testifying at such hearing. 1s soon as 
practicable after completion of the hearing, ine Secretary shall act upon such obj er trons 
nl by order make public a regulation. Such regulotion shall be based only on 
stantial emdence of record at such hearing, including any report, recommenda- 
ons, underlying data, and reasons certified to the Secretary by an advisory committee, 
ind shall set forth detailed findings of fact upon which the regulation is based No 
such order shall take effect prior to the ninetieth day after its publication, unless the 
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Secretary finds that emergency conditions erist necessitating an earlier effective dat; 
tn which evcnt the Secretary shall specify in the order his findings as to such -onditi. 

(e) The Secretary may at any time, upon his own initiative or upon the request 
of any interested person, propose the issuance of a regulation establishing a tolerance 
for a pesticide chemical or exempting it from the necessity of a tolerance. Thirty 
days after publication of such a pees the Secretary may by order publish a regis 
lation based upon the proposal which shall become effective upon publication unless 
within such thirty-day period a person, who has registered, or who has submitted an 
application for the registration of, an economic poison under the Federal Insecticicd 
Fungicide, and Rodenticide Act containing the pesticide chemical named in thy 
proposal, requests that the proposal be referred to an advisory committee. In the 
event of such a request, the Secretary shall forthwith submit the proposal and other 
relevant data before him to an advisory committee to be appointed in accordance wit} 
subsection (q) of this section. As soon as practicable after such referral, but noi 
later than sixty days thereafter, unless extended as hereinafter provided, the committe: 
shall, after independent study of the data submitted to it by the Secretary and oth: 
data before it, certify to the Secretary a report and recommendations on the proposal 
together with all underlying data and a statement of the reasons or basis for the 
recommendations. The siaty-day period provided for herein may be extended by th 
advisory committee for an additional thirty days if the advisory committee deems 1! 
necessary. Within thirty days after such certification, the Secretary may, after giving 
due consideration to all data before him, including such report, recommendatio 
underlying data and statement, by order publish a regulation establishing a tolerar 
for the pesticide chemical named in the proposal or exempting it from the necessity of a 
tolerance which shall become effective upon publication. Regulations issued under t 
subsection shall upon publication be subject to paragraph (5) or subsection (d). 

(f) All data submitted to the Secretary or to an advisory committee in support 
a petition under this section shall be considered confidential by the Secretary ar 
such advisory committee until publication of a regulation under paragraph (2) « 
(3) of subsection (d) of this section. Until such publication, such data shall 
be revealed to any person other than those authorized by the Secretary or by an adviso 
committee in the carrying out of their official duties under this section. 

g) Whenever the referral of a petition or proposal to an advisory committe: 
requested under this section, or the Secretary otherwise deems such referral nece 
the Secretary shall forthwith appoint a committee of competent experts to review th 
petition or proposal and to make a report and recommendations thereon. Each such 
advisory committee shall be composed of experts, qualified in the subject matter 
the petition and of adequately diversified professional background selected by t) 
National Academy of Sciences and shall include one or more representatives f) 
land-grant colleges. The size of the committee shall be determined by the Secreta 
Members of an advisory committee shall receive as compensation for their servic: 
reasonable per diem, which the Secretary shall by rules and regulations presci 


for time actually spent in the work of the committee, and shall in addition be rein 
bursed for their necessary traveling and subsistence expenses while so serving away 
from their places of residence. The members shall not be subject to any other pro- 


visions of law regarding the appointment and compensation of employees of th 
United States. The Secretary shall furnish the committee with adequate clerical 
and other assistance, and shall by rules and regulations prescribe the procedure ti 
be followed by the committee. 

(h) A person who has filed a petition or who has requested the referral of a proposal 
to an advisory committee in accordance with the provisions of this section, as well as 
representatives of the Department of Health, Education, and Welfare, shall have th 
right to consult with any advisory committee provided for in subsection (g) in connection 
with the petition or proposal. 

(7) (1) In a case of actual controversy as to the validity of any order under subsec- 
tion (d) (5), (e), or (l) any person who will be adversely afrected by such order mi 
obtain judicial review by filing in the United States Court of Appeals for the circuit 
wherein such person resides or has his principal place of business, or in the United 
States Court of Appeals for the District of Columbia Circuit, within sixty days after 
the entry of such order, a petition praying that the order be set aside in whole or in pa 

(2) In the case of a petition with respect to an order under subsection (d) (4) or 
(e), a copy of the petition shall be forthwith served wpon the Secretary, or upon any 
officer designated by him for that purpose, and thereupon the Secretary shall certify 
and file in the court a transcript of the proceedings and the record on which he based 
his order. Upon such filing, the court shall have exclusive jurisdiction to affirm or 
set aside the order complained of in whole or in part. The findings of the Secretary 
with respect to questions of fact shall be sustained if supported by substantial evidence 
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when considered on the record as a whole, including any report and recommendation 
fan advisory committee. 

In the case ef a petition with respect to an order under subsection (l), a copy 
of the petition shall be forthwith served upon the Secretary of Agriculture, or upon 
any officer designated by him for that purpose, and thereupon the Secretary shall 
vertify and file in the court a transcript of the proceedings and the record on which he 
raised his order. U pon such filing, the court shall have exclusive jurisdiction to 
affirm or set aside the order complained of in whole or in part. The findings of the 
Secretary with respect to questions of fact shall be sustained if supported by substantial 
widence when considered on the record as a whole. 

If application is made to the court for leave to adduce additional evidence, 
the court may order such additional evidence to be taken before the Secretary of Health, 
Education, and Welfare or the Secretary of Agriculture, as the case may be, and to 
be adduced upon the hearing in such manner and upon such terms and conditions as 
to the court may seem proper, if such evidence is material and there were reasonable 

nds for failure to adduce such evidence in the proceedings below. The Secretary 

Health, Education, and Welfare or the Secretary of Agriculture, as the case may 

he, may modify his findings as to the facts and order by reason of the additional 
evidence so taken, and shall file with the court such modified findings and order 

5) The judgment of the court affirming or setting aside, in whole or in part, any 

under this section shall be final, subject to review by the Supreme Court of the 

ed States upon certiorari or certification as provided in section 1254 of title 28 of 

[ nited States Code. The commencement of proceedings under this section shall 

nless specifically ordered by the court to ‘the contrary, operate as a stay of an 

The courts shall advance on the docket and expedite the disposition of all 

auses filed therein pursuant to this section. 

i) The Secretary may, upon the request of any person who has obtained an er- 

imental permit for a pesticide chemical under the Federal Insecticide, Fungicide, 
nd Rodenticide Act or upon his own initiative, establish a temporary tolerance for 
the pesticide chemical for the uses covered by the permit whenever in his judgment such 
action ts deemed necessary to protect the public health, or may temporarily erempt such 
esticide chemical from a tolerance. In establishing such a tolerance, the Secretary 
shall give due regard to the necessity for experimental work in developing an adequate, 
wholesome, and economical food supply and to the limited hazard to the public health 
involved in such work when conducted in accordance with applicable regulations under 

Federal Insecticide, Fungicide, and Rodenticide Act. 

} Regulations affecting pesticide chemicals in or on raw agricultural commodities 

ch are promulgated under the authority of section 406 (a) upon the basis of public 
earings instituted before January 1, 1953, in accordance with section 701 (e), shal 

leemed to be regulations under this section and shall be subject to amendment or 

eal as provided in subsection (m). 

The Secretary of Agricullure, upon request of any person who has registered, 

ho has submitted an application for the registration of, an economic poison 
nder the Federal Insecticide, Fungicide, and Rodenticide Act, and whose request is 

companied by a copy of a petition filed by such person under subsection (d) (1) with 
‘respect to a pesticide chemical which constitutes, or is an ingredient of, such economic 
oison, shall, within thirty days or within sixty days if upon notice prior to the 

mination of such thirty days the Secretary deems it necessary to postpone action 
for such period, on the basis of data before him, either 

(1) certify to the Secretary of Health, Education, and Welfare that such 

pesticide chemical is useful for the purpose for which a tolerance or exemption 

18 sought: or 

(2) notify the person requesti? q the certification of his proposal to certify 

that the pesticide chemical does not appear to be useful for the purpose for whicl 

a tolerance or exemption ts scughl, or appears to be useful for only some of the 

purposes for which a tolerance or exemption is sought. 

In the event that the Secretary of Agriculture takes the action described in clause (2) 
of the preceding sentence, the person requesting the certification, within one week 
after receiving. the proposed certification, may either A) request the Secretary of 
Agriculture to certify to the Secretary of Health, Education, and Welfare on the basis 
of the proposed certification; (B) request a hearing on the proposed certification or the 
parts thereof objected to; or (C) request both such certification and such hearing. 
If no such action is taken, the Secretary may by order make he certification as pro- 
posed. In the event that the action described in clause (A) or (C) is taken, the Secre- 
tary shall by order make the certification as proposed with rae to such parts thereof 
as are requested. In the event a hearing is requested, the Secretary of Agriculture 
shall provide opportunity for a prompt hearing. The certification of the Secretary of 
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Agriculture as the result of such hearing shall be made by order and shall be based on 
on substantial evidence of record at the hearing and shall set forth detailed findings 
fact. In no event shall the time elapsing between the making of a request for a c 
fication under this subsection and final certification by the Secretary of Agricult 
exceed one hundred and sixty days. The Secretary shall submit to the Secretary oj 
Health, Education, and Welfare with any certification of usefulness under this sub. 
section an opinion, based on the data before him, whether the tolerance or exen 
proposed by the petitioner reasonably reflects the amount of residue likely to 
when the pesticide chemical is used in the manner proposed for the purpose for 1 

the certification is made. The Secretary of Agriculture, after due notice and o 
tunity for public hearing, is authorized to promulgate rules and regulations 
carrying out the provisions of this subsection. 

(m) The Secretary of Health, Education, and Welfare shall prescribe by regulatio 
the procedure by which regulations under this section may be ame nded or repealed, 
such procedure shall conform to the procedure provided in this section for the pror 
tion of regulations establishing tolerances, including the appointment of ad 


committees and the procedure for referring petitions to such committees. 

(n) The provisions of section 303 (¢ of the Federal Food, Drug, and Co: 
Act with respect to the furnishing of guaranties shall be applicable to raw agricu 
commodities covered by this section. 
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HOUSE RESOLUTION 296, 83D CONGRESS, 1ST SESSION 


Resolved, That the Committee on the Judiciary, acting as a whole or by su 
committee, is authorized to make a full and complete investigation and study 
the merits, if any, of all claims against the United States for compensation for 
property damage, personal injuries, and death alleged to have been caused | 
the explosions which occurred at Texas City, Texas, on April 16 and 17, 1947 
As soon as practicable during the present Congress the committee shall repor 
to the House, or to the Clerk of the House if the House is not in session, 
results of its investigation and study, together with its findings and such re: 
mendations as it deems advisable. 

For the purposes of this resolution the said committee, or any subcommitt: 
thereof, is hereby authorized to sit and act during the present Congress at s 
times and places within the United States whether the House is in session, has 
recessed, or has adjourned, to hold such hearings, and to require by subpena or 
otherwise the attendance and testimony of such witnesses and the production of 
such books, records, correspondence, memoranda, papers, and documents, as 
deems necessary. Subpenas may be issued over the signature of the chairma 
of the committee or any member of the committee designated by him, and may 
be served by any person designated by such chairman or member. The chairma 
of the committee or anv member thereof mav administer oaths to witnesses. 
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LETTER OF TRANSMITTAL 


Hovusr oF REPRESENTATIVES, UNITED STATES, 
COMMITTEE ON THE JUDICIARY, 
Washington, D. C., March 23, 1954. 
Hon. JosepH W. Martin, Jr., 
Speaker, House of Representatives, 
The Capitol, Washington, D. C. 

Dear Mr. SPEAKER: The attached report of a special subcommittee 
of the Committee on the Judiciary appointed pursuant to House 
Resolution 296, 83d Congress, Ist session, to make a full investigation 


and study of the merits of all claims against the United States for 
compensation for property damage, personal injuries, and death 
alleged to have been caused by the explosions which occurred at 
Texas City, Tex., on April 16 and 17, 1947, has been submitted by the 
special subcommittee, unanimously adopted by the full committee and 
is hereby forwarded to the House of Representatives. 

Sincerely yours, 


Cuauncey W. ReEeEp, M. C., Chairman. 
7 
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Union Calendar No. 525 


$3p CoNGRESS HOUSE OF REPRESENTATIVES Report 
No. 1386 


od Session 


TEXAS CITY DISASTER 


Marcu 24, 1954.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 


Mr. Reep of Illinois, from the Committee on the Judiciary, sub- 
mitted the following 


REPORT 


[Pursuant to H. Res. 296, 83d Cong., Ist sess.] 


House Resolution 296 of the 83d Congress, 1st session, sponsored 
by Hon. Clark Thompson of Texas, directed the Committee on the 
Judiciary, acting as a whole or by subcommittee, to make a full and 
complete investigation and study of the merits, if any, of all claims 
against the United States for compensation for property damage, 
personal injuries, and death alleged to have been caused by the 
explosions which occurred at Texas City, Tex., on April 16 and 17, 
1947. Representative Chauncey Reed, chairman of the Committee 
on the Judiciary, appointed a special subcommittee composed of 
Representatives Edgar A. Jonas of Illinois, chairman, DeWitt Hyde 
of Maryland, and Thomas J. Lane of Massachusetts to proceed under 
this resolution. 

This is the report of the special subcommittee as unanimously 
adopted by the full committee. The special subcommittee in its 
investigation conducted hearings for 3 days at Galveston and Texas 
City, Tex. In addition, it had at its disposal for study and use, the 
record of the trial court in the Dalehite case—a test case relating to 
the disaster—consisting of 39 volumes and over 33,000 pages of testi- 
mony and exhibits. It also had the views of the Department of Justice 
transmitted by letter dated January 4, 1954. 

For reasons to be stated later in the report, the committee is of the 
considered opinion that the United States Government is wholly 
responsible for the explosions and the resulting catastrophe at Texas 
City; that the disaster was caused by forces set in motion by the 
Government, completely controlled or controllable by it. It recom- 
mends therefore that Congress enact appropriate legislation to com- 
pensate the innocent victims who not only were incapable of contrib- 
uting to the disaster but, because of the suddenness and force of 
the explosions, could not escape it. 

Because of the enormity of the disaster and the great number of 
claims involved, the committee adopted the procedure of determining 


1 
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first whether negligence and responsibility therefor existed on th, 
part of the Federal Government and then, if the responsibility was 
found to exist, to promulgate a plan whereby, at some later date. 
the individual damages suffered by each claimant could be determined 
and settled.' 

INTRODUCTORY STATEMENT 


On April 16 and 17, of 1947, a man-made disaster occurred in Texas 
City, Tex., of almost unbelievable proportions. Loaded bags of 
ammonium nitrate fertilizer stowed for overseas shipment in the holds 
of two ships at the docks in that city blew up. The disaster occurred 
as a result of the explosion of an inherently dangerous material manu- 
factured, packaged, shipped, and controlled by the United States 
Government under the label of fertilizer. Over 570 persons perished 
in the disaster, and about 3,500 more suffered injuries. Damage to 
private properties ran into millions of dollars. 

The committee, as will be pointed out in this report, is of the firm 
belief that the United States Government is wholly responsible for 
this catastrophe. The fertilizer which blew up in Texas City was 
part of a fertilizer project through which the United States was seeking 
to carry out a program of foreign aid to various war-ravaged and 
famine-stricken areas overseas. While there were many who had a 
part in the production, shipping, and handling of this fertilizer, it was 
nevertheless the United States Government which conceived and 
initiated the foreign aid program and it was the Government which 
controlled or had the power to control all phases of the project right 
from the manufacturing stage to the final delivery of the fertilizer 
at its destination. 

The dissenting opinion of Mr. Justice Jackson in Dalehite v. United 
States (346 U. S. 15, 48), a test case relating to this disaster, aptly 
stated the responsibility of the United States Government in the 
following language: 

This was a man-made disaster; it was in no sense an “act of God”. The ferti- 
lizer had been manufactured in Government-owned plants at the Government's 
order and to its specifications. It was being shipped at its direction as part of 
its program of foreign aid. The disaster was caused by forces set in motion by) 
the Government, completely controlled or controllable by it. Its causative fac- 


tors were far beyond the knowledge or control of the victims; they were not only 
incapable of contributing to it, but could not even take shelter or flight from it. 


HISTORY OF COURT LITIGATION 


Before going into a discussion of the merits of the issues and prob- 
lems relating to the Government’s responsibility for this castastrophe, 
it may be well to consider at the outset, the history and status of 
the matter when it was presented to the Congress for investigation 
and study. The committee believes this to be necessary because the 
belief has been expressed that the persons who suffered damage in 
the disaster, having litigated their claims under the Federal Tort 
Claims Act and having had their day in court and lost, should not 
now petition Congress as a further remedy. This belief, however, is 
far from being correct. 


1 There were over 8,000 claims filed in the Federal district court under the Federal Tort Claims Act Ir 
the ‘Texas City disaster litigation. Approximately 1,510 claims were based on wrongful death, approx 
mately 988 on personal injury claims, and approximately 5,987 on property damage or destruction claims 
It would be manifestly impracticable for a committee of Congress to hear and ascertain the amount claimed 
by each individual claimant. 





It 
acti 
som 
perst 
A 
ters 
to a 
Unit 
Civil 
The 
first 
eral 
some 
suffe 
Find 

Af 
a jur 
judg 
court 
Reco 
and ¢ 
serval 
lange 
and a 
lack ¢ 
trans] 
this r 
hat 1 
laily 
were s 
lamay 
The 
factu 
mani 
“eacl 
nuisa 
Rever 

On 
unan 
Cour 
did x 
15). 
the a 
juris¢ 
upon 
of the 
Cour 
type 
litiga 
Back 
Pri 
Tort 
the | 





TEXAS CITY DISASTER 3 


[t is a matter of record that subsequent to the disaster over 300 
actions against the United States were instituted in the names of 
some 8,500 claimants under the Federal Tort Claims Act for death, 
personal injury, and property damages arising out of the disaster. 

' After those suits were filed, the parties, in order to simplify mat- 
ters and to eliminate repetition of questions and legal issues common 
io all litigants, consolidated their cases with the approval of the 
United States District Court for the Southern District of Texas under 
Civil Aetion No. 787, Elizabeth Dalehite et al. v. United States (1950), 
The plan of procedure adopted by that trial court was to determine 
first whether negligence and liability existed on the part of the Fed- 
eral Government and then, if the liability was found, to ascertain at 
some later date, the amount of damages each individual claimant 
suffered. 

Findings of distriet court establish liability of Government 

After a trial of the issues, the district court judge, sitting without 
a jury, found negligence on the part of the Government and rendered 
judgment in favor of the plaintiffs. The basic ground for the district 
court’s findings is expressed in its ‘Findings of Fact’’ that the— 
Record discloses blunders, mistakes, and acts of negligence, both of omission 
and commission, on the part of defendant [the U. 5. Government] its agents, 
servants, and employees, in deciding to begin the manufacture of this inherently 
langerous fertilizer. And from the beginning of its manufacture on down to 
and after the day of the Texas City disaster, it discloses such disregard of and 
lack of care for the safety of the public and of persons manufacturing, handling, 
transporting, and using such fertilizer as to shock one. When ail the facts in 
this record are considered, one is not surprised by the Texas City disaster, i. e., 
hat men and women, boys and girls, in and around Texas City going about their 
laily tasks in their homes, on the streets, in their places of employment, etc., 
were suddenly and without warning killed, maimed, or wounded, and vast property 
lamage done. The surprising thing is that there were not more of such disasters. 
The court found that the United States was negligent also in manu- 
facturing the fertilizer, in selection of the coating used, and in the 
manner in which it prepared the fertilizer for shipment and that 
“each shipment of such fertilizer was a dangerous public and private 
nuisance from the time it was manufactured.”’ 

Reversal of district court on the law by appellate courts 

On appeal, however, the Court of Appeals for the Fifth Circuit 
unanimously reversed (197 F. 2d 771) and the United States Supreme 
Court, by a division of 4 judges to 3, 4 being a majority since 2 judges 
did not sit, affirmed the decision of the court of appeals (346 U. S. 
15). The Supreme Court through its majority decision decided that 
the acts of negligence found by the district court could not give it 
jurisdiction to entertain the lawsuits, because the claims were based 
upon the exercise of a ‘discretionary function’’ within the meaning 
of the Federal Tort Claims Act. To put it another way, the Supreme 
Court held that the Federal Tort Claims Act did not apply to the 
type of governmental action involved in the Texas City disaster 
litigation. 


Background and pertinent provisions of Federal Tort Claims Act 

Prior to 1946, which was the year of the passage of the Federal 
Tort Claims Act, persons seeking compensation for tort claims against 
the United States Government had, for the most part, only one 


H. Rept. 1386, 83—2——2 
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remedy against the Federal Government and that was to petition 
Congress for relief. ‘The Federal Government had long followed the 
accepted rule of sovereign tort immunity, that is, that no action lies 
against the Government of the United States unless Congress has 
authorized it. The only relief available to a claimant was by way of 
a private bill to Congress. However, the private bill method of 
petitioning Congress for relief was notoriously clumsy, and in recent 
years the tremendous volume of private legislation was impairing the 
efficie ncy of both Congress and the President (H. Doc. 562, 77th 
Cong., 2d sess.). Some simplified recovery procedure for the great 
mass of claims was imperative. As a solution Congress enacted the 
Federal Tort Claims Act affording access to the Federal courts for 
tort claims within its scope (28 U.S. C., sees. 1346, 2671-2680). 


Government's liability for negligence similar to that of private person 
Congress, through this act, waives the Government’s immunity 
from actions for injury to persons and property occasioned by the 
tortious conduct of its agents and employees carrying out its work. 
The act defines this tort liability of the Government as similar or 
analogous to that of a private person. Section 1346 (b) thereof 
imposes liability on the Government— 
for injury or loss of property, or personal injury or death caused by the negligent 
or wrongful act or omission of any employee of the Government while acting within 
the scope of his office or employment, under circumstances where the United States 
if a private person, would be liable to the claimant in accordance with the law of the 
place where the act or omission occurred. [Emphasis supplied.] 
Act contains exception; no governmental liability for performance of 
“discretionary function” 
Section 2680 (a) of the act, however, notes an exception from the 
scope of the provision quoted above. ‘That provision does not apply 


Any claim * * * based upon the exercise or performance or the failure to 
exercise or perform a discretionary function or duty on the part of a Federal 
agency or an employee of the Government, whether or not the discretion be abused. 
[Emphasis supplied.] 

Decision of Supreme Court 

It was this latter section which the Supreme Court invoked as the 
legal basis for denying the litigants relief under the Federal Tort 
Claims Act. The Court pointed out that the acts of “negligence” 
found by the district court were performed in the exercise of a dis- 
cretionary function or duty and that section 2680 (a) assured pro- 
tection for the Government against tort liability for errors made in 
the exercise of discretionary “Fanetions. This is made clear by the 
following language appearing in the majority opinion (p. 32): 

An analysis of section 2680 (a), the exception with which we are concerned, 


emphasizes the congressional purpose to except the acts here charged as negli- 
gence from the authorization to sue. 


The Court also stated (p. 24): 


Even assuming their correctness arguendo, though, it is our judgment that they 
do not establish a case within the act. This is for the reason that as a matter of 
law the facts found cannot give the district court jurisdiction of the cause under 
the Tort Claims Act. 


It is unnecessary to analyze the Court’s decision for the purpose of 
determining what exactly the words “‘discretionary function’”’ meap 
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and what acts they encompass. It is sufficient, for the purposes of 
this report, to point out that the Court based its decision upon the 
construction and interpretation of those words, and held as a matter 
of law that the courts could not take jurisdictior of the claims. The 
Supreme Court did not go into the question of whether or not the 
Government was at fault; it did not hold the Government free from 
negligence. It simply held that even if it was to assume that the 
Government was negligent there could still be no recovery because 
the courts, on account of the wording of the Tort Claims Act, were 
without power to grant relief. 

Thus it is clear that the claimants had no day in court. Rather, 
because of the majority decision of the Supreme Court, they were put 
into the same position they would have been in if there never had been 
a Tort Claims Act, noma, a position of seeking relief directly from 
the Congress. No doubt the House of Representatives in unan- 
imously adopting House Resolution 296, 83d Congress, which au- 
thorized its Judiciary Committee to investigate the Texas City 
disaster claims, concluded that, because of the Supreme Court 
decision, substantial justice may not have been afforded to all those 
who sustained damage either by death or injury to person or property 
as a result of the catastrophe, 


Congressional action would not invalidate Supreme Court decision 

It should be emphasized however, that, in adopting House Resolu- 
tion 296, Congress was not attempting to supersede or invalidate the 
controlling decision of the Supreme Court, laid down in the Dalehite 
case. Congress, prior to the passage of the Tort Claims Act, repeatedly 
entertained claims and concerned itself with legislation which pro- 
vided relief for parties in situations analogous to that submitted to 
this committee for investigation, In addition, since the passage of 
the Tort Claims Act, Congress has invariably exercised its jurisdiction 
to legislate when it was satisfactorily established that for compas- 
sionate reasons or in equity and in good conscience remedial legislation 
was necessary to fill a void created by existing law. 

With this statement of the Supreme Court’s construction of the 
Tort Claims Act and its inapplicability to the situation herein, we 
turn to the question of the claimed responsibility of the United 
States Government for the Texas City disaster. 


UNITED STATES GOVERNMENT’S FOREIGN AID FERTILIZER PROGRAM FOR 
OCCUPIED AREAS 


Toward the end of the hostilities of World War IT, it was recognized 
that an acute world food shortage existed. The problem of increasing 
the supply of food became an integral part of the United States’ occu- 
pation and administration of enemy territories. Secretary of War 
Patterson wrote that unless “the urgent requirements of Generals 
MacArthur and McNarney for the occupied areas” were met “in real 
volume, we anticipate * * * famine conditions.’’ According to the 
Secretary’s representative, “The occupying commanders in Germany, 
Japan, and Southern Korea report * * * that the choice may be con- 
sidered one of supplying additional food or additional troops to control 
the conquered peoples.” 

Quantities of food necessary to alleviate the problem were not in 
existence. Even if food had been available, shipping capacity to 
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transport it could not be obtained. The use of fertilizer, therefore. 
to increase the production of foodstuffs in occupied areas presented 
an obvious means of avoiding widespread famine and unrest. A ton 
of fertilizer can produce 7 tons of food and it helps people in occupied 
areas, in permitting them to grow their own food, to help themselves, 
The securing of fertilizer for occupied areas was therefore a practical 
solution to a difficult problem. 

Under its program of supplying fertilizer for occupied areas, the 
Government produced the material known as fertilizer grade ammo- 
nium nitrate (hereafter referred to as FGAN or fertilizer). FGAN 
as a fertilizer had been recognized for several years in agriculture, 
This was due to the fact that ammonium nitrate, the basic ingredient 
for FGAN, has a high free nitrogen content, an essential to plant 
growth. Furthermore, the Government had 15 surplus ordnance 
plants readily convertible for the manufacture of ammonium nitrate 
fertilizer. When it became clear that the Government could produce 
a satisfactory fertilizer and also utilize its surplus ammonium nitrate 
facilities, Secretary of War Patterson decided that the program should 
be undertaken. He “reported in substance this decision to the Cabi- 
net” where it was “approved and the decision was to go ahead with 
this production.” 


Production of fertilizer 

In May 1946, the Director of the Office of War Mobilization and 
Reconversion requested the War Department ‘“‘as an emergency matter 
for national defense” to undertake the production of the fertilizer 
program “without delay, and to take whatever action is appropriate 
to expedite the attainment of maximum production.”’ The wartime 
plants were released to the Secretary of War and the Army Chief of 
Ordnance was directed to carry the: program into effect. 

The Army entered into a number of cost-plus-fixed fee-contracts 
with private firms—including the Du Pont Co. and Hercules Powder 
Co.—to “operate the installation * * * described herein for the 
graining of ammonium nitrate (fertilizer grade),’’ but subjecting ‘‘the 
work to be done by the contractor * * * to the general supervision, 
direction, control and approval of the contracting officer.” A de- 
tailed set of specifications was drawn up and sent to each plant. 
Army personnel were appointed to the plants and they were respon- 
sible for the application of these specifications and the meeting of 
production schedules, pursuant to an Army standard operating pro- 
cedure. 

Basic ingredients of fertilizer 

The basic ingredient of FGAN was ammonium nitrate, long used 
as a component in explosives. Its military use was primarily in com- 
bination with TNT to form amatol, an explosive used in World War I 
and the first years of World War II. Pure ammonium nitrate, aside 
from its high nitrogen content, was not by itself, however, suitable as 
a fertilizer because of its hygroscopic property (i. e., its capacity to 
absorb moisture) which caused it to harden and cake, making it im- 
practical for general agricultural use. A coating to moisture proof 
ammonium nitrate was needed, For this coating the Government 
turned to a patent for blasting explosives owned by the Hercules 
Powder Co. and known as the Cairn process (Cairn’s Explosive Patent 
No. 2,211,738). This coating consisted of a mixture of petrolatum, 
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rosin, and paraffin (referred to as PRP). In the manufacture of 
FGAN the Government first produced pure ammonium nitrate in 
certain other Government-owned plants and shipped it in solution to 
the reactivated graining centers for processing. There in the proces- 
sing, a mixture of petrolatum, rosin, and paraffin (PRP) was added 
to insure against caking through water absorption. The material was 
then granulated to specifications, dried and packaged in 6-ply paper 
bags, marked “FrrtitizeER Ammonium Nitrate.” 
Purchose of fertilizer from private producers 

When the plan to reactivate idle ordnance plants was conceived, it 
was apparent that those plants would be unable to produce sufficient 
quantities of fertilizer to meet the early requirements of the program. 
The War Department therefore requested an allocation by the Com- 
bined Food Board of sufficient fertilizer produced by privately owned 
commercial producers to meet its early need. This fertilizer was to 
be purchased under a sell-back arrangement whereby the fertilizer 
“borrowed”? by the Government was to be returned in kind to the 
private producers out of future production under the program. 


GOVERNMENT'S KNOWLEDGE OF DANGEROUS CHARACTERISTICS OF 
FERTILIZER 


Background of ammonium nitrate, basic ingredient of FGAN 

The Government knew it had a good fertilizer in FGAN. It was 
also aware of the fact that FGAN possessed certain dangerous 
qualities. Ammonium nitrate, the basic ingredient of the fertilizer 
FGAN, had a formidable reputation for treachery. Over the years 
it had caused, through explosion, considerable destruction of property 
and lives. For example, at Oppau, Germany, in 1921, 5,000 tons of 
ammonium nitrate, even though diluted with more stable ammonium 
sulphate, exploded with the loss of 586 lives, injury to 2,000 persons, 
and the substantial wiping out of the entire town of Oppau. And in 
Kensington, England, in 1896, ammonium nitrate exploded while 
being heated in an iron retort to produce nitrous oxide (laughing gas) 
for dental use, and destroyed the plant. 

In addition to the physical evidence of disasters demonstrating the 
lethal qualities of ammonium nitrate, there was considerable evidence 
in the record, such as TVA reports, Bureau of Mines Bulletins, Army 
Ordnance manuals, and expert testimony, pointing to the fact that 
excessive heat, carbonaceous and other sensitiving materials, either 
alone or in combination with each other, would increase the explosive 
propensities of ammonium nitrate. 


Development in 1943 of FG@AN 


With this knowledge, namely, that ammonium nitrate when sub- 
jected to high temperatures, contamination, carbonaceous and other 
sensitizing forces would explode, the Government in 1943 commenced 
the production of FGAN. In that year TVA, acting under its statu- 
tory delegation to undertake experiments and manufacture fertilizer 
(48 Stat. 61; 16 U. S. C., see. 831 (d)) began the production of 
ammonium nitrate as a fertilizer, using surplus plant facilities formerly 
used by the Government for the production of ammonium nitrate as 
an explosive. TVA requested the Bureau of Mines, an agency 
intimately concerned with explosives testing, to conduct tests on 
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several types of ammonium nitrate fertilizer made up by TVA. The 
Bureau advised that because of crowded conditions it was not in a 
position to make any large-scale tests but that in general it would not 
favor the mixing of organic materials with ammonium nitrate. [t 
stated: 

In general, we do not favor the mixing of organic materials with ammonium 
nitrate and are of the opinion that while such mixtures may not be unduly sengj- 
tive, accidents due to other causes may be attributed to such mixtures to the 
embarrassment of those who are responsible for their use. We are very conserya- 
tive in the recommendation of mixtures that have not been subjected to extended 
experience and tests for some of the reactions may be slow and some of the decom- 
position products may have an unexpected sensitivity. It would be our advice, 
therefore, that you do not promote such new mixtures unless they are imperative 

For the foregoing and other reasons we do not favor the making of tests upon the 
mixtures you have suggested. Certainly we are not in a position to make any of 
the large scale explosion tests that are described in Research Bulletin No. 20 of 
the Underwriters Laboratories of December 1940 because of the crowded condi- 
tions in our Explosives Testing Station at Bruceton. We can make impact and 
friction tests but would request that you do not use the Bureau’s findings in the 
promotion of the mixtures for reasons that I have indicated above. 


As a result of that advice a series of conferences took place, attended 
by representatives of the War Production Board, responsible for allo- 
cation of fertilizers, the Department of Agriculture, the TVA, repre- 
sentatives from private industry and representatives of the Canadian 
Government. It was agreed that tests on the explosive nature of 
ammonium nitrate fertilizer were needed and that the tests be con- 
ducted by the Underwriters Laboratories. A contract between the 
War Production Board and the Underwriters Laboratories was signed 
in March 1944. 

Meanwhile, and in November 1943, TVA and three ordnance plants 
started production of FGAN for commercial use. 


Tests abandoned 

In a series of reports to the War Production Board pursuant to the 
contract, the Underwriters Laboratories emphasized that test results 
clearly demonstrated that ammonium nitrate coated with organic 
matter was more sensitive to detonation than straight ammonium 
nitrate. In addition, the tests shows that its sensitiveness was further 
increased when subjected to increases in temperature. These findings 
led to the recommendation that FGAN be submitted to a number of 
further tests to determine the effect of increased mass, confinement, 
and a long preheating period. These tests were never completed, 
however, but were terminated at an intermediate stage despite the 
protest of the Underwriters Laboratories and in the face of the sugges- 
tion that further research might point up suspected but unverified 
dangers. 

In addition, at about the time the Underwriters Laboratories under- 
took the testing of fertilizer for the War Production Board, an explo- 
sion at Wolf Creek Ordnance Plant brought about by oil-contaminated 
ammonium nitrate, caused Army Ordnance to stk advice from the 
Bureau of Mines and several commercial producers with long expe- 
rience in the manufacture of explosives, concerning the hazards o/ 
adding coating mixtures (PRP), to ammonium nitrate at high tem- 
peratures. In answering, Hercules Powder Co. and Atlas Powder Co 
each emphasized the extreme hazard involved in such a product 
The Bureau of Mines pointed up the need for more testing. Du Pont 
Co. reported that it had completely discontinued the coating of an- 
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monium nitrate as a result of several explosions, including a fatal blast 
attributed to the presence of petrolatum in an evaporating pan. 

‘he record of the court proceedings in the test case relating to the 
Texas City disaster comprises 39 volumes and some 33,000 pages of 
testimony and exhibits. In addition there are three volumes of type- 
written transcript of committee hearings. It would be a most difficult 
task resulting in a voluminous report if the committee was to go into 
a detailed account and analysis of all the testimony. For this 1 reason 
and to simplify matters there has been set out in the appendix a 
compendium of statements, all by responsible officials and agencies 
of the United States Government.'* The committee believes that 
these statements clearly demonstrate the Government’s awareness 
and knowledge of the dangers and explosive characteristics of FGAN. 
Events subsequent to 1946 (initiation of foreign fertilizer program) 

In the face of the history of explosions, however, and despite the 
need for further testing of FGAN’s dangerous potentials, the Gov- 
ernment in mid-1946 expanded the production of FGAN to meet 
its program commitments of providing fertilizer for Japan, Korea, 
and Germany. It is clear that Ordnance was preoccupied with the 
suitability of FGAN as a fertilizer rather than as an inherently 
dangerous explosive. The Government viewed itself as ‘‘an indus- 
trial organization” and considered the FGAN program a “commercial 

venture” in which the primary purpose was to insure only that its 
product met specific requirements as a fertilizer. It was reported at 
a field director’s meeting for ammunition plants in August, 1946 that: 

The inspection in this program should be held to the minimum that we need 
to determine that the material produced is in accordance with the specifications. 
It isn’t intended that there will be an elaborate inspection division at any of the 
plants, but it will be necessary that inspection be performed. This is a com- 


mercial venture, and a great deal of money has been entrusted to the Ordnance 
Department to produce a quantity of acceptable material. 


Complaints of charred and broken paper bogs 


In the procedures adopted by Army Ordnance there was no sub- 
stantial opportunity for the FGAN, after being processed at high 
temperatures, to cool. It was, in many instances, after being packed 
in paper bags, loaded into sealed boxcars for shipment. Metal 
containers, which would have minimized the danger in bagging at 
such high temperatures, were not used. The inescapable result of 
bagging hot FGAN in paper containers was a continuing history of 
complaints relating to charred, broken bags. Texas City and other 
ports continually were making complaints to Army Ordnance centers. 

The vice president of the Texas City Terminal Railway Co. (ware- 
housemen for the FGAN at Texas City) testified that hot and dam- 
aged bags were received at Texas City as early as June 1946. He 
complained to one Ordnance plant that the bags were “scorched to 
the breaking point” and were “so hot, in many instances, that it was 
ar for our men to handle the bags until they were allowed to 
cool off.” 


Failure of Government to give notice 


The Government, however, did little about those complaints. The 
delivery of FGAN to the carriers and other people handling the ship- 


‘s The compendium of statements was submitted as an exhibit by the attorneys appearing for claimants 
_ hearings before the special subcommittee in Galveston, Tex., and it is a part of the record of those 
earings. 
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ments continued without change in handling procedure or notifica- 
tion of FGAN’s dangerous characteristics. Instead, the Government 
emphasized that FGAN was a fertilizer rather than an inherently 
dangerous explosive. The labeling on the bagged FGAN was 4s 
follows: 

“FeRTILIZER” in large letters: in smaller letters underneath, ‘Ammonium 
Nitrate, nitrogen 32.5%”’ 

According to the testimony, the word “fertilizer” is normally regarded 
in industry as a familiar and harmless substance. Workmen who 
handled the material at Texas City testified that they viewed FGAN 
as no less safe and inert than flour or cement. 


FERTILIZER WHICH BLEW UP AT TEXAS CITY 


Produced by Government and “‘sold’”’ to private producer 

The particular fertilizer which blew up at Texas City had been 
produced at three of the Army ordnance plants reactivated by the 
Government for the fertilizer program and pursuant to the sell-back 
arrangement was allotted to the Lion Oil Co., one of the commercial 
producers which had furnished fertilizer to the Government in 194¢, 
The sale to Lion Oil Co. was covered by a contract dated January 10, 
1947, which expressly provided that title to the fertilizer being sold 
by the War Department was to pass to Lion Oil upon its making pay- 
ment for the FGAN to the Quartermaster purchasing office in New 
York City.2 Since the contract provided that Lion Oil could desig- 
nate a third party recipient, Lion contracted for resale of the fertilizer 
with the French Supply Council, a French Government agency. The 
French Supply Council had earlier secured a preferential fertilizer 
allocation from the Civilian Production Administration, and, in pur- 
suance thereof, the French shipping orders were transmitted to Lion 
Oil, which turned them over to the Army for execution. 

The fertilizer, in accordance with contract requirements, was ship- 
ped by rail, under Government bills of lading, from ordnance plants 
in Nebraska and Iowa to the French Supply Council as consignee in 
Texas City. It was stored in shipside warehouses in Texas City. 


Loading of FGAN on steamship “Grandcamp” 

By April 15, 1947, 1,850 tons of FGAN had been loaded on the 
steamship Grandcamp, a French Liberty ship owned by the Republic 
of France, and 1,000 tons on the privately owned steamship Highflyer. 
Loading of the fertilizer from warehouse to ships’ stowage was per- 
formed by independent stevedores in the employ of the vessels. The 
Grandcamp carried, in addition, a quantity of munitions originally con- 
signed to Venezuela but for undisclosed reasons not discharged there. 
The Highflyer also had an additional cargo of 2,000 tons of sulfur. 

The customary method of stowing an inert cargo, which was the 
accepted method of stowing FGAN, was followed in Rave the steam- 
ships Grandcamp and Highflyer. Dunnage, consisting of wooden 
boards and paper to protect the cargo, was laid on the floor of the 
holds. This dunnage, of course, was carbonaceous and _ therefore 
combustible. The bags of FGAN were packed one on top of the other 
in solid layers with no space for ventilation. 


2? Payment was not made, however, until long after the disaster. 
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Explosions at Texas City 

Loading of No. 4 hold of the Grandcamp, where the fire started, 
ceased at 5 p. m. in the afternoon of April 15, and its hatch was closed 
and remained battened down until 8 o’clock the following morning 
when longshoremen boarded the ship and started removing the hatch 
covers. At approximately 8:15 a. m. smoke was observed coming 
from hold No. 4 containing 880 tons of FGAN and, upon inspection, 
fire was discovered. Efforts to halt the fire were unavailing. The 
captain ordered all personnel off the ship. Meanwhile the hatches 
were covered and steam was introduced into the holds to smother 
the flames and put out the fire. This is anormal and accepted method 
of fighting fire on board ship. 

At 9:15 a. m. the fertilizer on the Grandcamp exploded with tre- 
mendous force. The explosion resulted in the spread of the fire to 
warehouses and other nearby structures and to the steamship Highflyer 
in a nearby slip. The fires continued all day and into the night. 
At approximately 1:10 a. m. on April 17 the FGAN in the High flyer 
detonated, completely demolishing that vessel and the S. S. Wilson 
B. Keene which had been lying alongside. These explosions and re- 
sulting conflagrations virtually leveled the dock area in Texas City. 
In addition, approximately 1,000 residences, industrial plants, and 
other buildings were either totally destroyed or suffered major struc- 
tural damage. Flying steel fragments and portions of the cargo of 
Grandeamp—— including a 30-foot-long drill stem weighing over a ton- 
were found 2 miles distant. As noted earlier about 570 persons suf. 
fered violent death. More than 3,500 other people were injured and 
suffered either delayed death or mental and physical anguish attendant 
upon months of hospital confinement and medical care. 


CAUSATIVE FACTORS OF EXPLOSIONS 


In the opinion of the committee, the evidence demonstrates that 
the tremendous tonnage of coated FGAN, hot and tightly packed in 
the hold of the Grandcamp, ignited and exploded. Two and two- 
thirds Liberty ships were completely obliterated and destroyed and, 
with them, evidence which may have enabled everyone to know the 
exact process which produced the fire in the hold of the Grandcamp 
and the explosion. It was suggested, as a plausible explanation of 
the origin of the fire, that a lighted cigaret butt may have been dropped 
into the hold of the Grandcamp in the space between the ship’s 
shell and the stacked FGAN, during the loading operations. How- 
ever, a review of some 33,000 pages of testimony and exhibits dis- 
closed no direct or dependable evidence in support of this supposition. 

The committee considers as a more reasonable explanation—one 
recognized by the Government itself—that the coated FGAN (which 
generated its own heat), being hot and tightly confined in great mass 
in the hold of the Grandeamp without proper ventilation, ignited 
spontaneously and exploded. As one Bureau of Mines’ expert who 
investigated the disaster testified, these explosions were a classic 
example of simple factors of mass, heat, density, and confinement. 

This analysis of the cause of the explosion in the Grandcamp is 
firmly substantiated by Government tests, by scientific authority, 
and by expert witnesses who testified in the case before the Federal 
courts. (See, for examples of the Government’s recognition that 

H. Rept. 1886, 83-28 
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FGAN is capable of spontaneous combustion, Bureau of Mines 
Report I. C. 7463, June 1948; Bureau of Ordnance, Official Report 
Texas City Disaster, Circular No. 719.) The Government, in an 
official Picatinny Arsenal report, sets for the probable manner jn 
which the FGAN exploded (Rpt. No. 1675, 1948). 

b. When the hatch covers were removed on the following morning, the warm air 
in the hold started to rise and the air currents quicklv fanned the smoldering fire 
and caused it to spead rapidly. The fire probably progressed most rapidly where 
the greatest amount of fuel—wooden dunnage and paper—was in contact with the 
bagged FGAN and the air could circulate most freely. During this time, molten 
FGAN probably flowed down the burning face to the bottom of the hold. 

ce. Within a relatively short time, some of the wooden dunnage burned away and 
the cargo began to shift and settle, probably against the shell of the ship, thus 
confining some of the molten burning FGAN in a closed space where gas pressure 
could develop rapidly. It was probably here that detonation originated and was 
propagated to the rest of the cargo. 

If additional evidence was needed to buttress the above statements 
as to the cause of the disaster, it need only be pointed out that part 
of the FGAN which was on the docks at Texas Gity awaiting stowage 
at the time of the explosions was later reshipped by rail to the port 
of Baltimore, Md., where it was stowed aboard the steamship Ocean 
Liberty for shipment overseas. On July 28, 1947, at the port of Brest, 
France, that FGAN exploded and completely demolished the Ocean 
Liberty and all its cargo. Thereafter, in a suit filed in admiralty against 
the charterers of the vessel and its general agent, the evidence estab- 
lished and the district court found that the fire and explosion which 
destroyed the Ocean Liberty was due to the spontaneous combustion 
of the FGAN. (A/S Ludwig Mowinelels Rederi v. Accinanto, Limited, 
99 F. Supp. 261, 264, 274). While the case was reversed on other 
grounds and remanded, the Court of Appeals, Fourth Circuit, never- 
theless accepted the district court’s finding of facts that the explosion 
was due to the spontaneous combustion of the FGAN (199 F. 2d 
134, 138). 

GOVERNMENT'S RESPONSIBILITY 


The event of the disaster at Texas City was, of course, the best 
proof that FGAN is an inherently dangerous explosive. The Army 
had been using ammonium nitrate for years as a component in the 
manufacture of explosives. The particular FGAN which blew up at 
Texas City was manufactured under an explosives patent at Army 
ordnance plants formerly used for the manufacture of munitions. 
The production program was placed under the immediate direction 
of the Army’s Field Director of Ammunition Plants. Advice on the 
methods of manufacture and the hazards of processing the fertilizer 
was sought from experienced commercial producers of high explosives. 
There was a continuing history of fires, complaints of overheated 
FGAN in charred bags, and incidents of ammonium nitrate explosions. 
The committee is of the opinion that there is not the slightest basis for 
the belief that FGAN was an impotent product. 

Yet, in the shipment of this product, the Government treated it as 
an everyday commodity of commerce. Common carriers and people 
who handle cargo in transit cannot be expected to possess the facilities 
or the technical knowledge to determine for themselves the latent 
and inherent dangers of complex compounds. It is incumbent upon 
manufacturers today to keep pace with the times and use the greatest 
caution and integrity to insure the safety and well-being of all. 
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{ny Government claim, therefore, that FGAN’s hazards were 
unforseseen is unavailing in the light of its knowledge that FGAN 
possessed explosive characieristics. It had the duty and obligation 
to know its own product and to ascertain the enormity of the forces 
it was turning loose upon unsuspecting persons. 

It has been urged that intervening acts of negligence—longshoremen 
allegedly smoking about the holds of the Grandcamp—may have 
caused the explosions. This contention is entitled to little weight 
when it is recalled that FGAN is an inherently dangerous explosive 
and that there was an absence of any warning that it was either in- 
flammable or explosive. 


RELATIONSHIP OF UNITED STATES TO FERTILIZER AT TEXAS CITY 


Much argument has been advanced concerning the passage of title 
or ownership of the particular FGAN which blew up in Texas City 
to the Lion Oil Co. and, in turn, to the French Supply Council. It 
has been urged that when the Government returned the fertilizer to 
Lion Oil by delivery to the railroad cars at the ordnance plants, it 
completely divested itself of all ownership, possession, and control of 
the FGAN. When the facts are carefully analyzed, however, and 
viewed in the light of the Government’s entire foreign aid fertilizer 
program, it is believed that it made very little difference whether title 
to the FGAN passed or did not pass legalwise to Lion Oil because 
the Government had already committed the material to France and 
was in control, through a system of priorities, of the materials course. 
While the Government did not ship the FGAN directly itself and the 
material traveled through private industry to comply with the sell- 
back arrangement, private producers nevertheless were still required 
to ship the fertilizer according to and in compliance with Government 
directions. The Government was permitting a deviation of its method 
but not of its objective. 


Initiated for relief of occupied areas 


It will be recalled that the whole fertilizer program was originally 
set up to take care of occupied areas only, i. e., Germany, Japan, and 
Southern Korea. The FGAN taken from the commercial producers 
was supposedly a temporary measure to be used until such time as the 
reactivated Army ordnance plants could get into full production. 

The War Department secured fertilizer under this temporary 
measure by obtaining an allocation for the material from the Com- 
bined Food Board.’ The Department paid the commercial producers 
for the fertilizer and, under a sell-back arrangement as required by 
Combined Food Board allocation, it agreed to return an equivalent 
amount of the fertilizer supplied. 

Program expanded 

Under the temporary sell-back arrangement, return FGAN was to 

be supplied from Ordnance production during the spring of 1947. 


However, the nitrogen condition in the world continued to be serious. 
War ravaged countries like France, while not occupied areas, never- 


*The Combined Food Board was an international agency which allocated food, fertilizer, and other 
scarce commodities among the United States and its allies. The Board’s allocations of United States pro- 
duction were enforced by the Civilian Production Administration, the governmental agency controlling 
priorities. Advising the Civilian Production Administration on the question of nitrogen supplies was 
the Nitrogen Producers Industry Advisory Committee, a committee composed of commercial producers 
and headed by the Deputy Director of CPA’s Chemical Division. 
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theless needed an increase in the production of food. In addition. 
France was threatened with the possibility of a communistic govern. 
ment. As stated in one report, the situation “‘was most critical jn 
France and in the nations served by UNRRA, where short rations and 
actual starvation exist.” 

In June 1946, when the Nitrogen Producers Industry Advisory 
Committee ‘ met, its purpose was to discuss, among other things, the 
estimated nitrogen available to meet the need of domestic use and 
the requirements of areas overseas occupied by the United States, 
When it met in November, however, the purpose of its meeting was 
expanded to “discuss means by which CPA will be enabled to meet 
International Combined Food Board allocation of ammonium sulphate 
and ammonium nitrate to foreign countries and United States pos- 
sessions.”” In other words, the Government’s fertilizer program was 
no longer confined to occupied areas but had been expanded to take in 
“foreign countries and United States possessions.’’ The additional 
overseas areas listed for fertilizer aid, under the expanded program, 
included such nonoccupied countries as Puerto Rico, Philippines, Latin 
American Republics, France and colonies, Netherlands, Netherlands 
East Indies, UNRRA, and Finland. 

Several members of the nitrogen industry called attention to the 
position in which they would be placed if, as proposed, the Army 
shipped its nitrogen production to other countries instead of returning 
it to the producers as originally promised. Producers had made com- 
mitments to their domestic customers and depended on the Army 
supply under the sell-back arrangements to fill their own orders. 


Adoption of a device 


The Government, however, was determined that its own commit- 
ments should be met. It was, of course, faced with the fact that if 
the fertilizer was shipped directly overseas it would be in a position 
of breaking faith with commercial producers for the return of the 
material. In order to prevent this, it worked out and adopted the 
device of delivering the fertilizer to private industry and then, through 
a system of priorities, it forced the producers to sell the material to 
France and the foreign countries to which it was committed. 

The particular FGAN involved at Texas City was delivered to 
Lion Oil for shipment to France in the following manner: The Federal 
allocation of ammonium nitrate on November 7, 1946, for French 
colonies was fixed for the first quarter of 1947 at 55,000 tons. This 
allocation, it may be well to note, was made before the material which 
blew up at Texas City was manufactured, and also before the Lion 
Oil Co. entered into the so-called contract with the Government under 
the sell-back arrangement. That contract was not written until 
January 10, 1947. 

Prior to the date of the contract and on November 25, 1946, the 
French Supply Council, acting for the Government of France, filed 
application with the Civilian Production Administration ° for approxi- 
mately 70,000 short tons of FGAN. The applications were approved 
by the CPA and given CC priority rating. A memorandum relating 
to these applications contained the following illuminating paragraphs: 


As you know, we have been informed that the United States Army is now 
returning to producers the tonnage of ammonium nitrate which they had bor- 





4 See footnote 3, 
*Bee footnote 3. 
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rowed. Our chemicals division states that these producers are reluctant to ship 
to export either from this returning tonnage or from new production and, there- 
fore, the United States Government commitment is in danger of not being 
fulfilled. Mr. Hart, chemicals division, is of the opinion that the only method 
by which this export requirement will be filled is through the use of a CC rating 
authorized to cover these unfilled balances. 

* * * * * * * 


\s indicated above, producers are still reluctant to ship to export. We had 
hoped that with the return of the borrowed quantities this reluctance would 
disappear. Since it has not, it is recommended that a CC rating be authorized 
to the quantities indicated in order that these applicants may receive delivery of 
the balances which have been allocated to them. 

After CPA approved the applications and issued a priority rating 
for the fertilizer, it assigned a quota to Lion Oil. A contract was 
then entered into between Lion and the purchasing agent of the 
French Supply Council for the sale and exportation of the FGAN to 
France. In accordance with French shipping instructions trans- 
mitted through Lion, the FGAN was shipped to Texas City. 
Government control 

It is clear from the foregoing that the whole operation was one of 
Government control. The so-called delivery to Lion was at best a 
mere paper transaction. Lion had the role of a mere automaton in 
the fulfillment of the Government’s commitments to France. It 
was not connected in any way with the manufacturing, shipping, 
testing, or handling of the FGAN which blew up at Texas City 
and while it may have “resold” the material to the French Supply 


Council, it had no more power or control over the sale or disposition 
of the FGAN, than if the Government itself had shipped the material 
to France. Whatever may be the technical and legal connotations 


to be drawn from the sale transaction, there can be no doubt in the 
minds of fair and reasonable persons that because of its complete 
dominance over all phases of the program, the responsibility for the 
FGAN involved in the Texas City disaster was the Government’s. 
The committee is of the opinion that it would be wriong indeed to 
permit the Government, when for reasons of political expediency it 
continues to exercise substantially all the prerogatives of ownership 
over the fertilizer, to avoid responsibility therefor simply because 
bare legal title may have been in another. 


CONCLUSIONS 


There can be no doubt that the fertilizer known as FGAN is a 
dangerous and hazardous explosive. The disaster itself is ample 
proof of this fact. As the majority opinion in the Supreme Court 
succinctly states: 

Following the disaster, of course, no one could fail to be impressed with the blunt 
fact that FGAN would explode (Dalehite v. United States, 346 U. 8. 15, 23). 

The Army knew that FGAN possessed dangerous characteristics. 
It had been using ammonium nitrate, the primary ingredient of 
FGAN, for years as a component in the manufacture of explosives. 
In fact, the particular FGAN which blew up at Texas City was 
manufactured under an explosives patent at Army ordnance plants 
formerly used for the manufacture of munitions. Government 
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responsibility for the whole program can be fixed by the statement 
of the Supreme Court which, on page 18 of the majority opinion, reads: 

This fertilizer had been produced and distributed at the instance, according 
to the specifications and under the control of the United States. 

Tests conducted at the request of the Government to determine 
the explosive and fire hazards of FGAN were terminated by it at an 
intermediate stage against the recommendations of a research labora- 
tory hired by the Government, and in the face of the suggestion that 
further research might point up suspected dangers. In addition 
there was a continuing history of fires, complaints of overheated 
FGAN in charred bags, and incidents of ammonium nitrate explo- 
sions. Yet, in the shipment of this product, the Government treated 
it as an everyday commodity of commerce labeling it simply as a 
fertilizer without warning of its propensities. Certainly the com- 
mon carriers and people who handled the cargo in transit could not 
be expected to possess the facilities or technical knowledge to de- 
termine for themselves the latent and inherent dangers of this com- 
plex compound. Manufacturers today must keep pace with the 
times and use the greatest caution and integrity to insure the safety 
and well-being of all. Since the Government knew that FGAN pos- 
sessed explosive characteristics, it had the duty and obligation, as 
would be expected of any manufacturer, to know its own product 
thoroughly and to ascertain the enormity of the forces it was turning 
loose upon unsuspecting persons. 

The particular fertilizer which blew up at Texas City was part of 
a project through which the United States Government was seeking 
to carry out a program of foreign aid to various war-ravaged and 
famine-stricken areas overseas. It not only initiated the program 
but controlled all phases of the project right from the manufacturing 
stage to the final delivery of the fertilizer at its destination. While 
it has been claimed that, pursuant to a sell-back arrangement, title 
to the FGAN at Texas City was not in the United States Government, 
a thorough study of the evidence makes it all too clear that the 
Government exercised substantially all the prerogatives of ownership 
over the fertilizer and, through a system of priorities, controlled or 
had the power to control the entire fertilizer program to the exclusion 
of all others. 

Of course, whether the Government owned the fertilizer which blew 
up at Texas City or whether title to the product had passed to another 
is, in the final analysis, unnecessary to decide. The evidence before 
the committee overwhelmingly proves that FGAN, an inherently dan- 
gerous and hazardous explosive, was introduced into the flow of com- 
merce by the Government without proper safeguard. That fact alone, 
in the opinion of the committee, is sufficient to place responsibility on 
the Government, for it is a well established jurisprudential principle 
that the manufacturer of a dangerous commodity who introduces 
it into the stream of commerce must fully test its properties and even 
though the product has passed beyond its ownership and control, it 
must nonetheless take adequate precautions and give adequate warn- 
ings for the protection of those who may be exposed to the danger. 
This the Government failed to do. And as a result over 4,000 inno- 
cent victims—people who not only were incapable of contributing to 
the disaster but, because of the suddenness and force of the explosions. 
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could not even take flight from it—were either injured or killed. 
The committee therefore believes that it is morally right that the 
United States Government should reimburse these claimants for the 
injury and damage caused by its officers and employees in negligently 
carrying out the FGAN program. 

In undertaking the manufacture and production of FGAN, the 
Government took what is known as a calculated risk. As the majority 
opinion of the Court of Appeals for the Fifth Circuit states: 

Even if some danger were recognized, the necessity of providing means of 

existence to the devastated areas might have called for the exercise of discretion 
as to Whether to take a ‘calculated risk.’’ (197 F. 2d, 771, 778.) 
The “calculated risk’’ was taken for the benefit of the devasted areas 
of the world. It resulted in a benefit to the United States as a whole 
in that it prevented unrest and disorders which would have resulted 
from hunger and mass starvation. As noted in the court of appeals’ 
opinion, such disorders would have required the maintenance of ade- 
quate military forces in occupied areas (197 F. 2d 777) and might 
have lost some of our allies like France to communism. Since the 
fertilizer program was taken by the Government for humanitarian 
purposes, among others, it seems only right that it should reimburse, 
insofar as it is humanly possible, the comparatively few people who 
happened to be injured or damaged because of it. 


RECOMMENDATIONS 


For reasons set out in the preceding pages, the committee is of the 
considered opinion that the Government is wholly responsible for the 
explosions at Texas City and the resulting catastrophe. It therefore 
recommends that Congress take appropriate action, through legis- 
lation, to compensate claims for property damage, personal injuries, 
and death caused by the explosions which occurred at Texas City, 
Tex., on April 16 and 17, 1947. 

There is set out as a part of this report a draft bill containing pro- 
visions which would effectuate the recommendations of the committee. 
Generally, the draft bill would authorize the Secretary of the Army 
to investigate the claims to determine whether they are causally con- 
nected to the explosions and then to settle the damages claimed to 
have been sustained by each individual claimant (sec. 1 (a) of the 
draft bill). Precedent for such action is to be found in the Port 
Chicago, Calif., explosions where, through legislation, the Congress 
conferred expanded jurisdiction on the Secretary of the Navy to 
settle claims for property damage, death, and personal injury arising 
out of that disaster. (See Public Law 423, 78th Cong., and Public 
Law 637, 80th Cong.) 

The total amount claimed either by or on behalf of persons who 
had suffered damages as the result of the explosion was roughly set 
at the time of the court litigation at $200,000,000. Experience has 
shown, however, especially with regard to disasters, that amounts 
claimed against the Government are, for the most part, in excess to 
what Federal courts will finally allow. At the hearings which the 
special subcommittee conducted in Galveston and Texas City, Tex., 
lawyers representing several hundred claims testified that the total 
amount of all claims could more realistically be set at somewhere 
between $60,000,000 and $100,000,000. In fact, it was admitted by 
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one attorney that he filed, because of the running of the statute of 
limitations, a John Doe claim for $40,000,000 on behalf of any 
claimants which he might have thereafter acquired and that in truth 
and in fact the claims which he did acquire were not worth $260,000— 
an overestimated difference of some $39,740,000. 

In order to cut down the amount for which the Government would 
be liable, the committee recommends that a limitation of $10,000 be 
placed on claims for wrongful death (sec. 2 (a) of draft bill), and that 
only those persons permitted to bring such actions under the laws of 
Texas be permitted to submit wrongful death claims to the Secretary 
of the Army. The committee is also recommending that a limitation 
of 40 percent of the amounts paid out by the subrogees be placed on 
subrogated claims (sec. 2 (b) of draft bill). It may be well to point 
out that Congress in the past has provided for the reimbursement of 
subrogees in claims against the United States. (Cf. Public Law 637, 
80th Cong.; S. Rept. 1355, 80th Cong.; and H. R. 104, 82d Cong., 
Ist sess.) The committee feels, however, that since insurance pre- 
mium rates take into consideration anticipated losses, the Govern- 
ment should not be made to fully reimburse insurance companies for 
their so-called calculated business risks. 

Section 3 of the draft bill provides that the Secretary of the Treasury 
shall pay, in full settlement, the claims approved by the Secretary of 
the Army. Section 4 of the bill would require that all such settle- 
ments be in full discharge of all claims against the United States 
Government. The Secretary would be required to take an assign- 
ment to the United States of any right of action against third parties 
(sec. 5 of draft bill). The bill would direct the Secretary of the Army 
to transmit to Congress each claim submitted to the Department of 
the Army which is not settled by him with supporting papers, finding 
of facts and recommendations thereon, as well as a report of each 
claim settled and paid in accordance with this act. 

Section 7 of the draft bill contains a standard provision relating to 
attorneys’ fees. Ordinarily, special legislation relating to claims 
against the Government limits attorneys in their fees to 10 percent of 
the amounts awarded. However, section 16 of the Rules of the 
Subcommittee of the Judiciary which has jurisdiction of claims, 
permits the committee to set a different figure where, as here, extraor- 
dinary services have been rendered. In recommending that attor- 
neys’ fees be set at 20 percent of the amounts paid, the committee 
is mindful of the tremendous services rendered by the lawyers over 
the past 7 years. While they were unsuccessful in their case before 
the Federal courts under the Tort Claims Act, they nevertheless 
performed extensive services in legal research, in traveling about the 
country obtaining depositions and examining literally hundreds of 
witnesses in preparation for trial. They have, of course, also ex- 
pended efforts on behalf of their clients in developing briefs and 
presenting arguments both before the appellate courts and before this 
committee of Congress 

At the end of the draft bill there is a letter from an Assistant 
Attorney General containing the views of the Department of Justice 
on the Texas City disaster. In this connection, the committee wishes 
to make clear that the decisions of both the Supreme Court and the 
Court of Appeals for the Fifth Circuit were based upon a construction 
and interpretation of the Federal Tort Claims Act. Neither court 
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weighed the evidence insofar as the facts relating to the liability of the 
United States Government were concerned; rather, they held, as a 
matter of law, that the Government’s fertilizer program was a ‘‘dis- 


cretionary function” within the meaning of the Federal Tort Claims 
Act and that Federal courts, therefore, were without jurisdiction to 
entertain the claims. (See pp. 3-5, supra.) This is made clear by 
the dispositive statement in the majority opinion of the Supreme 
Court which reads (p. 24): 


Even assuming their correctness arguendo, though, it is our judgment that they 
io not establish a case within the act. This is for the reason that as a matter of 
the facts found cannot give the district court jurisdiction of the cause under 

e Tort Claims Act. 


The conclusion and recommendations of the committee, on the other 
hand, are based upon a study of the merits of the issues and facts 
connected with the disaster. 

[Draft bill] 


\ BILL To provide a method for compensating claims for damages sustained as the result of the explosions 
at Texas City, Texas 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That 

Suction 1. (a) The Secretary of the Army shall investigate and may settle 
claims against the United States insofar as they relate to damages for compen- 
sation for property, death, or personal injuries, resulting from the explosions at 
Texas City, Texas, on April 16 and 17, 1947, commonly referred to as the Texas 
City disaster. 

(b) Claimants shall submit their claims in writing to the Department of the 
Army, under such rules as the Secretary of the Army presc.ibes, within ene year 
after the date of enactment of this Act. 

See. 2. (a) Claims for damages based on wrongful death may be submitted 
nly by persons authorized to institute actions for wrongful death under the 
Revised Civil Statutes of the State of Texas and may be approved for settlement 
by the Secretary of the Army in sums not to exceed $10,000. 

b) The Secretary of the Army may approve for settlement subrogated claims 
in sums not to exceed 40 per centum of the amounts paid by subrogees. 

Sec. 3. The Secretary of the Treasury shall pay out of moneys in the Treasury 
not otherwise appropriated, in full settlement, the claims referred to in this Act 
which are approved for settlement by the Secretary of the Army or his designate. 

Sec. 4. A settlement made under the provisions of section 3 shall be in full 
discharge of all claims against the Government of the United States. 

Sec. 5. The Secretary shell require assignment to the United States of any 
right of action against a third party arising from the property damage, death, or 
personal injuries, with respect to which the settlement is made. 

Sec. 6. The Secretary of the Army shall transmit to the Congress: 

(a) each claim submitted to the Department of the Army in accordance with 
section 1 which has not been settled by him, with supporting papers and a 
report of his finding of facts and recommendations; 

(b) a report of each claim settled by him end paid pursuant to section 3. 
The reports shall contain a brief statement concerning the character and 
justice of each claim, the amount claimed, and the amount approved and 
paid. 

Sec. 7. No attorney or agent on account of services rendered in connection 
with each claim shall receive in excess of 20 per centum of the amount paid, any 
contract to the contrary notwithstanding. Whoever violates the provisions of 
this Act shall be fined not to exceed $5,000. 
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JANUARY 4, 1954 
Hon. Epaar A. Jonas, 
Committee on the Judiciary, 
House of Representatives, Washington, D. C. 


My Dear Mr. ConearessMan: This is in response to your letter of December 
2, 1953, addressed to the Attorney General, transmitting copies of volumes | 
and 2 of the transcript of hearings before the subcommittee of the Committee on 
the Judiciary of the House of Representatives in connection with the Texas Cit; 
disaster, and of your additional letter of December 4, 1953, transmitting volume 3 
of the hearings before your subcommittee at Galveston, Tex., on November 16 
17, and 18, 1953. 

You have requested expressions of the Department of Justice relative to th: 
subject matter of the hearings. 

In the first place, I wish to express my appreciation of the opportunity to appear 
informally with a member of my staff before your subcommittee in Washington 
on November 9, 1953, and of the present invitation to comment on the arguments 
and statements presented by claimants’ counsel to your subcommittee in Galves- 
ton. Not merely as a preliminary remark, but as a sincere expression on behalf 
of myself and of the several officers, employees, and counsel of the Government 
who have had the responsibility of representing the United States in this matter, 
I want to state that all of us are fully aware of the magnitude of the destruction of 
property and of the loss of life at Texas City on April 16, 17, 1947; and all of us, 
as individuals, are moved by the considerations of haman sympathy so eloquently 
expressed by Representative Thompson of the Ninth Congressional District of 
Texas and other spokesmen for those who suffered the losses. 

At this late stage we do not deem it appropriate or necessary to undertake a 
reargument of the case on the facts or the law. The Government’s position was 
fully and carefully presented in the trial court, the United States Court of Appeals 
for the Fifth Circuit, and in the Supreme Court of the United States. Copies of 
the Government’s briefs in the appellate courts have been made available to your 
subcommittee. It is clear from these briefs that the statement of claimants 
leading counsel that the Government “never really questioned these faets [the 
district court’s findings of negligence] (tr. comm. hearings, p. 122) is considerably 
less than accurate. 

We invite the subcommittee’s attention to pages 88 through 146 of the brief 
for the United States in the court of appeals and to pages 55 through 167 of the 
brief in the Supreme Court. As will be seen, at least one-half of the written 
argument on behalf of the United States in the appellate courts was addressed t 
the errors of the district court in its findings that any employee or employees of 
the Government were guilty of actionable negligence in connection with the dis- 
aster at Texas City. Extended oral orgument was addressed to the same aspect 
of the case. 

More important than the arguments of Government counsel, however, is thi 
fact that neither the judges of the court of appeals (197 F. 2d 771), nor the Justices 
of the Supreme Court (346 U. S. 15), accepted the district court’s views that thi 
Government was negligent. We believe that all six judges of the court of appeals 
decided that at least the basic findings of the district court were clearly erroneous 

Judge Strum’s opinion (197 F. 2d at 781-782) expressly noted plaintiff's failure 
to establish fault or negligence in any respect. He found that assertions of 
negligence in the manufacture, labeling, and handling of the fertilizer and in 
notice of its character were not supported by the evidence. He specifically found 
that there was no evidence that the commodity was an inherently dangerous 
explosive or that there was any failure to use reasonable care in its manufacture, 
packaging, or transportation, and that the bags were plainly labeled in a manner 
“sufficient to put the ship operators on notice as to the nature of the substance 
they were handling.” He characterized as ‘clearly erroneous” the district 
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court’s finding “that the explosion was due to the inherently dangerous character 
of the FGAN” and that the United States gave inadequate warning. And he 
concluded that the entire evidence ‘ ‘appraised as a whole’ left with him ‘ ‘the 
definite and firm conviction’ that the United States was not guilty of negligence.”’ 

The opinion of Chief Judge Hutcheson (197 F. 2d at 782-786), in which Judge 
Borah concurred, also disclosed the clear conviction that petitioners failed 
properly to establish negligence or fault on the part of any employee of the 
United States. He agreed ‘‘with the appellant [the United States] that the find- 
ings are contrary to the truth and right of the case and clearly erroneous,” declared 
that ‘‘the district judge erred in holding that the program was in its nature so 
dangerous that it constituted a public nuisance and its mere undertaking was 
wrongful,”’ and reiterated that he was “in no doubt” that ‘‘the findings and 
conclusions are, upon this record, clearly erroneous and cannot stand.” 

Judge Rives’ opinion (197 F. 2d at 772-781), in which Judges Holmes and 
2ussell concurred, also rested upon the conclusion that there was a fundamental 
error in the district court’s findings. Although the opinion relied upon the Tort 
Act’s “diseretionary function” exemption (28 U. 8. C. 2680 (a)), it is clear that 
these three judges rejected the district court’s basic finding that the fertilizer 
was an inherently dangerous explosive substance of whose qualities the Govern- 
ment’s employees were or should have been so aware that the fertilizer program 
should not have been undertaken as it was. Contrary to the findings of the 
district court, this opinion stated that “it can hardly be argued that the dangers 
of explosion from FGAN were so well known prior to the disaster that judgment 
or discretion were not called into exercise as to whether it should be manufac- 
tured at all and under what safeguards and warnings it should be distributed.” 

The Supreme Court opinion also indicates serious reservations with respect to 
the district court’s findings of negligence. It expressed agreement with the char- 
acterization of the findings in the court of appeals as “profuse, prolific, and 
sweeping” and stated that “no proper review could be spiteaes by taking the 
‘fact’ findings of ee at face value” (p. 24, fn. 8 

It refers to the Government’s euvanietiiee and hipaa nt of the commodity 
“for more than 3 years without even minor accidents,”’ its investigation and ex- 


periments, and the aeeraee and reliance upon TVA and private industry 
practice and experience (Pp. 28). It points out that: 


‘“* * * The basic ‘plan’ * * * was drawn up in the light of prior experi- 
ence by private enterprise and the TVA. In fact it was, as we have pointed 
out, based on the latter agency’s engineering techniques, and specifically 
adopted the TVA process description and specifications (pp. 38-39).” 

The lack of participation by Government emplovees in the negligent conduct 
found by the district court is underlined by the following excerpts from the 
Supreme Court’s opinion— 

“As well, serious judgment was involved in the specification of the bag 
labels and bills of lading. The importance of this rests on the fact that it is 
the latest point in time and geography when the Government did anything 
directly related to the fire, for after bagging the FGAN was of course 
physically in the hands of various nongovernmental agents. * * * there 
was serious room for speculation that the most direct operative fact causing 
the immediate fire on the Grandcamp arose from errors that the French 
Council, longshoremen, or ship staff committed * * * (p. 41).” 

The opinion also stresses complete compliance with applicable regulations of 
the Interstate Commerce Commission in shipping the material 

‘““k * * The Plan had been prepared in this regard by the Transportation 
Officer of the Director’s Office. is decision in the matter was dictated by 
the ICC regulations. These did not provide for a specific classification 
for the material other than as fertilizer. Labeling it as anything but 
‘oxidizing material’ was not required—indeed was probably forbidden—and 
even this requirement was waived for bags of less than 200 pounds. To the 
extent, then, that the Army had a choice in the matter, its decision not to 
seek to list its FGAN in any other fashion was within the exception. The 
immunity of a decision as to labeling, in fact, is quite clearly shown by the 
fact that the ICC’s regulations, for instance, could not be attacked * * * (pp. 
41-—42).” 

Similarly, with respect to the Coast Guard, the Supreme Court observed: 

“The findings of negligence on the part of the Coast Guard in failing to 
supervise the storage of the FGAN, and in fighting the fire after it started, 
were rejected by a majority of the Court of Appeals (p. 42).” 
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In view of the absence of negligence and the fact, recognized by the Supreme 
Court, that the material was in possession and control of private persons from g 
time long before the fire and explosion occurred, it is submitted that suit was 
brought against the United States because of the magnitude of the disaster and 
the ability of the United States to pay for it, rather than upon conventional theories 
of tort liability. It is unlikely that suit would have been brought against any 
private person who stood in the same relationship to the fertilizer as the United 
States. 

It appears that the “testimony” before the subcommittee at Galveston was 
largely made up of arguments by counsel for the subrogated insurance company 
plaintiffs and a rehash of the contentions that were unsuccessfully advanced by 
them in the courts. In that connection, it might be pointed out that the claim. 
ants were and are represented by ‘approximately 200 attorneys” (Tr. Comm. 
Hearings, p. 354, 355). In the emotionally charged litigation, the United States 
was at first represented by only one attorney, a former assistant United States 
attorney for the southern district of Texas. He was later joined by another trial 
attorney borrowed from the staff of the United States attorney. They were, of 
course, given such assistance as was available from advisory attorneys in the 
Department of Justice. It seems somewhat ironic, therefore, that the leading 
counsel for the underwriters spoke complainingly before the subcommittee of ‘‘a 
fiercely aggressive attitude on the part of the Department of Justice’’ (Tr. Comm. 
Hearings, p. 133). As a matter of fact, the abuse of Government counsel during 
this litigation reached such heights that it was condemned by the special master 
in the trial court.!. The court of appeals, on its own motion, also took ‘‘notice of 
the abusive and defamatory language in appellees’ brief and orders that same be 
expunged from the record * * * for the reason that such matters are not only 
immaterial, but also intemperate and reproachful” (R. 27792). 

As indicated hereinabove, we do not think that any new fact was brought out 
or established in the hearings at Galveston. Most of the statements to the 
subcommittee concerning the facts were made by advocates who were under- 
standably argumentative in their presentation. It has been noted that counsel 
for the leading underwriters involved in the litigation stated to the subcommittee 
that the amount of all claims based on the Texas City disaster was a figure some- 
where between $60 million and $100 million. The amount sued for was in excess 
of $208 million, and 80 percent thereof was made up of the claims for corporate 
and other business property damage together with the claims by subrogated 
insurers, including claims of individuals in excess of their insurance recovery, 
We assume that the later and more modest total of claims for relief from the 
Public Treasury would be divided into the same categories in approximately the 
same proportions. Any program of payment to the claimants would therefore 
entail reimbursement in enormous amounts to the subrogated insurance companies 
that suffered losses on their calculated risks. 

Yours very truly, 
WarrEN E. Bouracer. 


(The following abstracts from the record in the Federal litigation 
relating to the Texas City disaster were submitted as an exhibit by 
the attorneys appearing for claimants at the hearings before the 
special subcommittee at Galveston, Tex., and the exhibit was made a 
part of the record of those hearings:) 


1 We repeat the text of footnote 3 of the Reply Brief for the United States in the Court of Appeals 

‘Appellees’ invective has not been confined to counsel presenting the appeal for the United States. 
Similar charges were leveled against trial counsel. The special master appointed by the district court 
reported, for example, that ‘at least 500 pages of the record are taken up’ with ‘charges and reiteration 
of charges against Government counsel’; that counsel for plaintiffs had ‘been vocal, vigorous, and ver- 
bose in their denunciation of Government counsel’; that ‘the record is replete with references to Gov- 
ernment counsel to the effect that their conduct was reprehensible, outrageous, and dishonorable’; 
that the special master had refused to accede to the demands of plaintiffs’ counsel because that ‘would 
have amounted to a judicial holding that Government counsel were not acting in good faith and were 
not telling the truth’ which he ‘did not believe * * * to be true’ (R. 89 ff., passim).”’ 
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CoMPENDIUM OF STATEMENTS OF KNOWLEDGE OF DANGEROUS AND EXPLOSIVE 
(HARACTERISTICS OF FGAN AND ApMISSIONS OF Fact, AND FauLT aNpD NEGLI- 
GENCE ON THE PART OF THE GOVERNMENT, ITs AGENTS, SERVANTS, EMPLOYEES, 
\ND REPRESENTATIVES, BY RESPONSIBLE PERSONS AND OFFICIALS AND Av- 
rHORIZED AGENCIES OF THE UNITED States, APPEARING IN THE PRINTED 
Recorp OF EVIDENCE IN No. 308, Ocroper Term, 1952, Unirep STaTEs 
SuPREME Court, A CASE ENTITLED “EvizaAnetH H. DaLentre ET AL., PETI- 
rroNERS, V. UNITED STATES OF AMERICA, RESPONDENT’ 


fecause the first manufacture of fertilizer grade ammonium nitrate occurred 

1943, under the Hercules Cairns Explosives Patent 211738, covering blasting 
explosives, which was licensed to the United States Government for its use 

R. vol. 18, p. 13574), the statements and admissions here contained will begin 
with that vear, 1943. 

YEAR 1943 

fuqust 20 

Wilbert J. Huff, consulting explosives chemist, Bureau of Mines, replies to 
TVA request for opinion of Bureau on use of FGAN that ‘‘In general we do not 
favor the mixing of organic materials with ammonium nitrate, and are of the 
opinion that, while such mixtures may not be unduly sensitive, accidents due to 
other causes may be attributed to such mixtures. * * * We are very conserva- 
tive in the recommendation of mixtures that have not been subjected to extended 
experience and tests. * * * (R. vol. 33, p. 25222). 

Auqust 18 

J). E. Tiffany, of Bureau of Mines, to Dr. Huff, on question of FGAN and its 
iazards, Says: 

“We know that there have been diszstrous explosions with ammonium nitrate 
and undoubtedly these may recur from time to time The conditions to bring 
about these explosions have never been satisfactorily established’? (D. T. 11). 
September 18 

Canadian scientists at TVA conference objected to the use of FGAN as it was 
manufactured and shipped to Texas City, because “It might increase the fire 
and explosion hazards”’ (P. T. 239, R. vol. 24, pp. 20922-20925). 


September 20 


Conference of Government and explosives manufacturing experts, considering 
the beginning of manufacture of FGAN, were told by two ordnance captains 
attending, of the dangerous materials involved, the minutes reflecting: 

“Representatives from the Ordnance Department stated that in their handling 
of ammonium nitrate it was treated entirely as a high explosive” (R. vol. 26, 
pp. 21722-21724). 


October 29 


Tiffany, of Bureau of Mines, to Huff, with report forwarded to TVA, October 29: 
“Nevertheless, accepted precautions in handling these ammonium nitrate 
mixtures should be observed because numerous disastrous explosions of ammonium 
nitrate have occurred in the past. These explosions have taken place under 
conditions that have never been satisfactorily established. Undoubtedly such 
occurrences may recur from time to time” (Tiffany, exhibit 5). (Not printed.) 


November 26 


Official Bureau of Mines Report No. M-1871, marked ‘Confidential Memo, 
Not for Publication,’”’ dated November 26, prepared by D. Harrington, quotes 
from letter of Hylton Brown, reading in part: 

“As this information indicates, extreme care should be taken in fighting fires 
where ammonium nitrate is present, and persons should be warned of the possi- 
bility of explosions’”’ (P. T. exhibit 216). 


YEAR 1944 

February 17 

J. E. Underwood, WPB, writing to members of Chemical Referee Board, states: 

“Considerable data are available in connection with the explosiveness of straight 
ammonium nitrate, and some mixtures of this material and other salts. But 
practically nothing is known regarding the hazards involved through the introduction 
of organic materials to ammonium nitrate itself’? (R. vol. 23, pp. 20026-20027). 
[Italics supplied.] 
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February 24 

Cireular letter, Col. Crosby Field, Ordnanee Department, Assistant Director 
of Safetv, directed to all Government plants: 

“(1) That ammonium nitrate is an explosive and that its fire and explosive 
hazards ‘are aggravated when the material is contaminated with combustible or 
carbonaceous materials as is the case with all oxidizing agents’ ”’ (R. vol. 33, p, 
25196). 

March 3 


Letter, Wilbert J. Huff, consulting explosives chemist, Bureau of Mines, to 
Lt. Col. George Ensminger, Safety and Security Branch, Office of Chief of Ord- 
nance, War Department. After stating that the small tests made by the Bureay 
of Mines would not be conclusive: 

“Before these tests were made I repeatedly called attention of representatives 
of the Department of Agriculture, the Tennessee Valley Authoritv, and the 
War Production Board to the hazards of the mixture of ammonium nitrate with 
organic materials * * *. For that reason I was quite unwilling to endorse any 
ammonium nitrate mixture that contained organic materials on the basis of our 
small-scale study at Bruceton alone.” 


March 9g 


Ordnance Department letter to Hercules Powder Co., Du Pont Co., and Atlas 
Powder Co., concerning the adding of PRP to ammonium nitrate, which is the 
same FGAN exploding at Texas City, carried this statement in part: 

“The technical literature states that a very definite explosion and fire hazard 
exists when organic materials are added to ammonium nitrate. id 

“Would the experience of the Du Pont Co. allow you to form an estimate of 
the hazard involved in the coating of ammonium nitrate with a mixture of organic 
materials at temperatures indicated in the above paragraph?” (R. vol. 33, pp. 
25127-25130). 


March 14 


Answer, DuPont to Ordnance Department letter quoted above. After reciting 
explosions in DuPont plant attributed ‘to the presence of petrolatum which found 
its way to the evaporating pan,’’ Du Pont stated: 

‘“‘As a result of this occurrence and previous explosions in the ammonium 
nitrate plant, this company discontinued the coating of ammonium nitrate with 
any organic compound” (R. vol. 25, pp. 21221-21222), 

April 6 

At conferences occurring on this date between Dr. Harry Curtis, consultant of 
TVA, and dean of engineering of the University of Missouri, and other Govern- 
ment officials, Dr.-Curtis stated: 

“That the hazard involved in the production of ammonium nitrate has long 
been recognized, that it is probably no greater than that involved in some of our 
other operations, and that we are justified in continuing our present method of 
operation as long as the war continues. He believed, however, that for the peacetime 
production of fertilizer, a safer production method should be developed” (vol. 24, p. 
20919). [Italics supplied.] 

YEAR 1945 
May 

Ordnance Department brought out its 1945 edition of the Safety Manual 
(R. vol. 33, pp. 25139-1 to 25139-34). Subdivision (c) of paragraph 70, headed 
“Nitrates (Inorganic),”’ paragraph 3, reads: 

“When compounded with combustible substances, nitrates are violent fire 
and explosive hazards, and may be subject to spontaneous ignition.” 

Paragraph 4, in part, reads: 

“Ammonium nitrate may be exploded by relatively light initiation if it has 
been sensitized by impurities such as carbonaceous materials.” 


May 11 


Conference notes of WPB conferences on dangers and explosibility of FGAN, 
which discusses the nonsafety of storage of ammonium nitrate in large quantities, 
saying further: 

“With relation to potential hazards, Dr. P. Miller cited a preliminary report 
by Underwriters Laboratory on their tests of TVA conditioned ammonium 
nitrate fertilizer which indicated that the organic coating increased the sen- 
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sitivity of ammonium nitrate to detonation. * * * That the presence of such 
conditioner increased the sensitivity of the ammonium nitrate to detonation” 
(Bulletin 571, P. T. exhibit 246, R. vol. 24, p. 20929). 

TVA Report No. 571, captioned “Conditioning of Nitrogenous Fertilizer, 
Literature Survey,” in part says: 


“Tt has been reported in an earlier literature survey (5) that the presence of 
organic combustible matter as impurity and ammonium nitrate increases the 
tendency of the ammonium nitrate to explode. According to that survey 1 percent 
of petrolatum in ammonium nitrate is a better sensitizer than 1 percent of TNT. 
It has been recognized (4) that the use of organic materials for conditioning ammonium 
nitrate possibly may be dangerous in that it may increase the explosibility” (R. vol. 
24, p. 20928). [Italies supplied.] 


YEAR 1946 
July 22 


Lt. Col. J. S. Jefferds, commandant, Iowa Ordnance Plant, undertook to get 
up a set of safety standards. Subdivision (c) read: 

“Dry ammonium nitrate may be detonated if given the proper stimulus. 
Detonating qualities are enhanced by contamination of carbonaceous materials, 
confinement, and heat” (R. vol. 7, pp. 6222-6223). 

When queried about this information, on deposition this testimony occurred: 

“Q. Now, then, in July 1946, you had already discovered what to be fearful 
of in handling this unpredictable material, ammonium nitrate fertilizer 
grade?—A. We were aware of the hazards’’ (R. vol. 7, p. 6224). 

Colonel Jefferds also copied from 1941 Ordnance Manual this language: ‘‘Am- 
monium nitrate is not very inflammable at atmospheric temperatures, but fires 
involving ammonium nitrate in large quantities become an explosive hazard” 
(R. vol. 25, pp. 21029-21030). 


July 24 

Maj. Edwin J. Grayson, commanding officer, Nebraska Ordnance Plant, writing 
for request of waiver of section X, paragraph 80, Ordnance Safety Manual, dealing 
with manufacture of FGAN and method of shipment, states: 

“Consideration must be given to the fact that the nitrate, before leaving the 
ammonium nitrate line, will be coated with a mixture of clay, petrolatum, rosin, 
and paraffin, and will be in pellets of about 35 mesh. Jt is shipped as a fertilizer 
rather than as explosive’ (R. vol. 25, p. 21449). [Italics supplied.] 


December 30 : 

The contract between Emergency Export Corporation and the United States 
Government covering the production of FGAN at the ordnance plants of the 
Government, under subdivision (b) of article 6-a, provided in part: 

“The Government recognizes that the work herein provided for is of a highly 
dangerous nature, and that its accomplishment under existing conditions will be 
attendant with even greater risk of damage to property, injuries to persons, and 
failures or delays in performance due to uncertain and unexpected causes that 
would normally exist. The Contractor is unwilling to assume said risk for the 
consideration herein provided. It is therefore agreed that the Contractor shall 
not be liable to the Government in any amount whatever for failure or delay in 
performance by it hereunder or for any damage to or destruction of property or for 
any injury to or death of persons arising out of or in connection with the work here- 
under, no matter what the cause thereof may be or may seem to be’”’ (R. vol. 29, p. 
23364). [Italics supplied.] 


December 


Report of B. T. Christiansen, chief chemist for Emergency Export Corporation, 
the supervising agent of the Government in the manufacture of FGAN. Mr. 
Christiansen says, in this volume, which was circulated to Army Ordnance: 
“Ammonium nitrate supports the combustion of oxidizable materials’ and ‘“‘If 
mixed with carbonaceous materials it is exploded more readily” (R. vol. 38, 
p. 27703). 


(Notr.—Major Starr, commanding officer, Nebraska Ordnance Plant, admits 
that the information in Christiansen’s bulletin and article was in the Ordnance 
files when he, Starr, arrived as the commander at the ordnance plant, Starr 
stating (R. vol. 8, p. 6476): ‘Well, the information reported on there has been 
known for some time.’’) 





26 TEXAS CITY DISASTER 


REPORT OF EMERGENCY EXPORT CORPORATION, DATED AUGUST 27, 1946 


“Tt was brought out at the time of discussion that experience Emergene, 
Export Corporation had in making export shipments of grained ammoniyy 
nitrate in paper bags had brought out the fact that approximately 20 percent of 
the bags had been broken open upon arrival at overseas destinations. It was 
suggested that certain containers which were surplus to the needs of the War 
Department might be utilized in shipping ammonium nitrate’ (R. vol. 29 


23261). 
YEAR 1947 
January 16 

H. A. Campbell, chief inspector, Bureau of Explosives, writes Chief of Ordnance 
in alarm over boxcar fires of FGAN, stating: 

“Inquiry developed that loading temperatures have been ranging from 180 
to 210° F. It was also developed that it has not been uncommon to find that 
paper bags in which the nitrates were shipped badly charred and disintegrated 
when unloaded at destination. J am of the opinion that loading temperatures in 
this material are excessively high and continued spontaneous heating in material 
loaded at these temperatures is liable to result in fires in transportation. Your 
assistance 18s solicited in handling the matter so that future shipments will be cooled 
to a temperature not to exceed 120° F. at time of loading’ (R. vol. 29, pp. 22989- 
22990). [Italics supplied.] 


March 7 


Advice of Campbell handled this manner: 

“Duncan Smith took letters from plant to D. C. and discussed with Mr. H. D 
Reynolds, who answered Mr. Campbell’s letter to the effect that it is not feasible 
to accept his recommendation” (R. vol. 29, pp. 22989-22990). 

January 27 

Letter from Chief of Ammunition Supply Division, Office of the Commanding 
General of Ordnance Department, stating in part, in reference to Campbell letter: 

“This matter has been discussed with Colonel Tibbitts, of the Safety and 
Security Division, and they have no objection to the ammonium nitrate being 
loaded at a maximum temperature of 190° F. It is realized that the request to 
not exceed 120° F. at time of loading is not practical’ (R. vol. 13, p. 9444). 


May 28 


Col. Joel E. Holmes, field director, Ordnance Department, reports to Chief 
Field Director of Ammunition Plants on paper bag tests, same paper bags used 
at Texas City: 

“The Union Bag Co. has reported that ammonium nitrate dust on paper bags, 
upon absorbing sufficient moisture from the air to become damp will cause serious 
damage to the paper. * * * Special tests conducted at Iowa Ordnance Plant 
show that the inner ply of multiwall bags suffers degradation after 24 hours 
heating in an oven maintained at 100° C. (212° F.) under conditions wherein the 
paper is embedded in a dish of ammonium nitrate fertilizer.” 


January 22 


Union Bag & Paper Corp. report, after a series of tests, on the same bags used 
to sack the ammonium nitrate exploding at Texas City: 

“At 90° relative humidity we found that paper in a bag will pick up moisture 
to a point where it has a moisture content of 15 percent or over. This amount 
of moisture in the bag walls, when filled with hot ammonium nitrate, will cause 
the disintegration which occurred. This disintegration will occur even at tem- 
peratures as low as 200° and probably lower, although we did not experiment at 
temperatures under 200°.”’ [Italics supplied.] 

Because of its findings, the bag company recommends: 

“If this is not possible from a warehousing point of view, it would be our 
suggestion to reduce the packing temperature to a range of 160° F.-175° F. * * * 
From our understanding of your operations it is questionable if you have tle 
facilities to warehouse these bags under the relative humidity conditions sug- 
gested. * * * It has been our observation in other plants where ammonium 
nitrate is packed with little or no deterioration of the bags, that their packing is 
done within the range of approximately 160° F. to 170° F. and that they expe- 
rienced none of the difficulties which currently face you. Jt would be our strong 
recommendation that if possible your packing temperature range be reduced to that 
noted above” (R. vol. 29, p. 23411). [Italics supplied.] 
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January 1947 to April 15, 1947 

Testimony of Colonel Jefferds, commanding officer, Iowa Ordnance Plant: 

“(). Let’s move on. We are at a temperature of 250 to 258. What happened 
to the material at that point?—A. At that point the material is dropped down 
through the shaker screen. 

“Q. That is the Ro-Ball screen?—A. Yes, I believe that is the name. They 
were shaker screens. 

“(. Through the screen passed whatever the size of the screen was in the way 
yf grains of material, is that right?—A. Yes. 


I 


“Q. Into what?—A. Into bags. 

“(). Bags immediately under your kettles, is that right?—A. That is right. 

“(), How much time elapsed occurring between the bagging under the kettles and 
the delivery to the sewing machines at Central Bagging?—A. Oh, 15 or 20 minutes, 
perhaps’ (R. vol. 7, pp. 6096-6097). [Italics supplied.]} 


January to April 15 

Colonel Jefferds, commanding officer, Iowa Ordnance Plant, testified as follows: 

“Q. So far as FDAP was concerned, notwithstanding what Lieutenant Colonel 
Meldrum sent you, and notwithstanding what you were telling them, that they 
could either take production or lower temperature, but that you could not give 
them both, you told them that, didn’t you?—A. In effect, yes.” 

Jefferds further testifying: 

“Q. FDAP never ordered you to reduce temperatures and sacrifice production, 
did they? ——-A. They never ordered us to go to 120°. 

“Q. Or never less than 200°, did they, before Texas City?—A. That is correct. 

“Q. In fact, never less than 210° F. at Texas City, did they?—A. I believe 
that is also correct.’ 


October 30, 1946 

Letter, International Paper Co., on bag damage, stating, in part: 

“Tt is mv understanding that the temperature of your material at the time it is 
filled into the bags is well above 212° F., and in addition, that your filled bags are 
normally loaded quite rapidly into cars which are closed and transshipped in the 
main to gulf ports, so that upon arrival at these ports the paper in the bags has 
not only been thoroughly dried out, but has had little if any opportunity to 
regain its normal moisture content” (R. vol. 29, p. 23414). 


March 4, 1947 

Col. Carroll H. Deitrick, now Brigadier General Deitrick, then heaa of Safety 
and Security Division of Ordnance, and executive officer to Maj. Gen. Everett 8. 
Hughes, Chief of Ordnance, wrote Picatinny Arsenal asking for certain tests 
and stating: 

“Because of the similarity of the accidents, and owing to the fact that the 
fertilizer is bagged at temperatures of approximately 190° F. to 240° F. in duplex 
paper bags placed immediately into boxears under relatively restricted conditions 
of free air circulation, this office suspects that the fires may have resulted from 
the normal high temperatures fertilizer in combination with easy ignitability of 
the duplex paper sack”’ (R. vol. 30, p. 23829). 


May 21 

J. C. Holtz and R. L. Grant made an official investigation for the Bureau of 
Mines of the ammonium nitrate fertilizer exploding at Texas City entitled ‘‘Manu- 
facture of Ammonium Nitrate Fertilizer of the Type That Exploded at Texas 
City.” On the matter of heating and bag conditions, this was stated: 

“According to plant experience (56) fertilizer packed in the multiwall paper 
bags at 93° C. (199° F.) does not heat further. If packed at 104° C. (219° F.) 
and loaded promptly into railroad cars, the asphalt in the bags begins to bleed. 
If packed at 110° C. (230° F.) the insides of the bags show charring, particularly 
if heat losses are minimized. At 118° C. (244° F.) the three inner sheets are 
considerably weakened by charring and embrittlement. At 150° C. (302° F. 
simulated bags ignited spontaneously in 5 or 6 hours.” 


May 7 

Col. Gordon C. Tibbitts, assistant to Col. Carroll H. Deitrick, executive officer 
to Maj. Gen. Everett S. Hughes, Chief of Ordnance, was ordered to Texas City 
to make an official investigation and report of the catestrophe there occurring. 
A part of that report states: 
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“The ammonium nitrate fertilizer on both ships, at least the greater portion 
obviously detonated with high order as a result of fire. It is known that ammoniun 
nitrate will detonate under certain conditions of elevated temperature when j, 
the presence of carbonaceous materials. * * * There is ample carbonaceoy;s 
meterial available in the bags in which the fertilizer is packed in addition to ¢ 
wide variety of contaminants in the hold of a ship with which material from brok. 
bags would come in contact. * * * Despite the fact thet the bags are raised of 
the floor by the dunnage a broken bag will permit the nitrate to sift down through 
the dunnage onto the floor. This condition will always be present when tly 
fertilizer is packed in paper bags’ (R. vol. 25, pp. 21171-21172). 

January to April 15 

Capt. George E. McCabe, United States Cozst Guard, Chief of Staff, Right 
Cost Guard District, including Texas City, testified as follows: 

**Q. Now, prior to April 16-17, 1947, the dates of the great Texas City disaster 
did you ever know before that time that ammonium nitrate could or might ex- 
plode? A. No. 

““Q. Up to that time, from the standpoint of cargo, you viewed it as a harmless 
meterial, such as cottonseed meal, or flour, or sugar, or things of that sort? 
A. Yes, or coal, or anything else” (R. vol. 9, p. 7311). 

April 29 to May 6 

Officie.l United States Coast Guard Board of Inquiry into explosion and fire o: 
steamship Grandcamp, Texas City, in its finding No. 2, condemned the United 
States Government 2s follows: 

‘*The shipping officers of the United States Army, Iowa Ordnance Plant, West 
Burlington, lowa, the Cornhusk Ordnance Plant, Coplant, Nebr., and the Nebraska 
Ordnance Plant, Firestone, Nebr., violated section 417 of the Interstate Commerc: 
Commission Regulations governing the transportation of explosives and other dangerous 
articles, dated January 7, 1941, and in effect at time of shipment by describing thi 
substance offered for transportation by rail under a shipping name not authorized b 
subject regulations” (R. vol, 24, p. 20675). [Italics supplied.] 


March 17, 1947 


Certificate by Capt. Albert F. Hine, Transportation Corps, at Gulfport, Miss., 
October 19 through November 4, 1946, November 6 through (26, 1946, and No- 
vember 8 through December 1, 1946. First report shows 4,600 bags out of 188,832 
bags, listed as damaged with first cause “deterioration and partial charring of 
bags due to ammonium nitrate being bagged hot, contents of some bags remained 
at a relatively high temperature as long as 48 hours after cars were unloaded and 


ammonium nitrate placed on wharf” (Jefferds exhibits 19-C, 19-D. and 19-E). 
(Not printed.) 


May 13, 1946 

Letter B. T. Christiansen, chief chemist of Emergency Export Corporation, to 
Dr. John C. Holtz, of the Bureau of Mines, in part stated: 

“The tests were made in an effort to determine the factors relevant to the char- 
ring of bags. The tests were precipitated because of reports of ammonium nitrate 
bags arriving at their destination in a charred condition. The reports of charred 
bags were not investigated and the fact as to whether or not they were actually charred 
has never been established” (R. vol. 27, p. 22066). [Italics supplied.] 


May 19, 1947 


Report, Colonel Stribling, commanding officer, Ravenna Arsenal, to Field 
Director of Ammunition Plants, on trip to port of Baltimore, stated in part: 

“Throughout the visit it was apparent that personnel handling fertilizer at 
the port had not been given complete instructions as to the type of material which 
can be stored with fertilizer, nor are they fully familiar with the problems inci- 
dental to proper handling” (R., p. 23092). 


June 12, 1947 


Confidential circular to branches of the Ordnance Department from Colonel 
Deitrick, Chief of Safety Division, and executive officer to Commanding Officer 
of Ordnance. In part it said: 

“The Ordnance Department has recognized the explosive properties and capa- 
bilities of ammonium nitrate under certain conditions as cited in paragraph 70(a 
1, 70(c) 2, 3, and 4, of the Ordnance Safety Manual, O. O. Form 7224, extracts of 
which are as follows: 
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‘(.) ‘It (ammonium nitiate) should preferably be stored in explosive type 
magazines; 

‘(b) ‘When compounded with combustible substances, nitrates are violent fire 

al d explosive hazards and may be subje ct to spontaneous ignition; 

(c) ‘A fire involving large quantities of ammonium nitrate may result in an 
exp ylosion. It may be exploded bv relative ly light initiatic n, if 1t has been sensi- 
ti; ed bx impurities, such as carbonaceous materials.’ 

“The Ordnance Department manufactures and supplies am - tum “itrete with 
ihe ee expressed in paragraph 1 in mind” (R. vol. 33, p. 25180). [Italics sup- 
plied.] 

July 3, 1947 

Report of Picatinny Arsenal on testing FGAN: 

‘The most significant result included in this summarv is the detonation and 
extensive bomb fragmentation obtained bv heating externally fertilizer ammonium 
nitrate and bagging paper with the air ordinarilv present in the homb removed by 
evacuation prior to test. * * * It is believed that the conditions and results of 
these tests reflect fairly accurately those of the explosion on board the Grandcamp 
on April 16, 1947” (O. C. O. 101). (Not printed.) 


tugust 11, 1947 

Lieutenant Colonel Gaines, Ordnance Department, memorandum to Field 
Director of Ammunition Plants states, after careful and exhaustive survev: 

“None of the literature published by OF DAP has defended or justified the use of 
paper bags as containers for fertilizer. If metal containers were used we could 
¢ liménate all this confusion over bagging temperatures. Most important of all, we 
would increase very greatly the safety of handling, shipping, and storage of ammonium 
nitrate fertilizer. Breakage and spillage at ports and other transfer points would be 
negligible. It would reduce the amount of combustible material and perhaps many 
of the numerous recent fires. There are numerous advantages to packaging this fer- 
tilizer in metal containers. It is recommended that a study be made to determine the 
feasibility of using metal containers. So long as countless other items of commercial 
‘use and manufacture are packaged in metal containers, it seems on the face of it in- 
excusable that we continue bagging fertilizer in paper bags’’ (R. vol. 29, p. 2309). 
{Italics supplied. ] 


August 19, 1947 


Letter, Col. Merle H. Davis, of Chief of Ordnance Office, to Colonel Dutton, 
head of Picatinny Arsenal, in part stated: 

“General Hughes (Chief of Ordnance) has stated definitely, and we all agree 
with him on this stand, that the Ordnance Department is not justified in putting 
$58,000, or any comparable sum, into tests of material which has little or no sig- 
nificance to the Ordnance Department after the completion of the current fertilizer 
program” (OQ, C. O. exhibit 20). [Italies supplied.] 

July 8, 1947 

Again report of Picatinny Arsenal on testing FGAN stated: 

“The results of small-scale tests obtained to dat« are considered to fulfill ade- 
quately one of the primary purposes of this investigation by showing that bagged 
fertilizer ammonium nitrate which is undergoing combustion can be detonated 
by heat alone, even when the mass is only a few pounds” (UO. C. O. exhibit 101). 
(Not printed.) [Italics supplied.] 


December 16, 1947 

Aberdeen Proving Ground tests on FGAN contain these conclusions: 

“Large quantities of fertilizer grade ammonium nitrate will detonate when 
exposed to heat or flame in strong and enclosed containers. Large vented quan- 
tities, 1 to 2 tons of fertilizer grade ammonium will not detonate when exposed 
to heat or flame in vented containers. This conclusion may not be valid for quan- 
tities greatly in excess of several tons.” [Italics supplied. ] 

Under the caption ‘“‘Recommendations,”’ it is stated: 

“Fertilizer grade ammonium nitrate should be stored and transported in com- 
partments which are well vented and will not allow high pressures to build up 
in the event of a fire’ (R. vol. 30, p. 23552). 

This same report contsined this admission: 


“The explosive nature of ammonium nitrate has been known since the First 
World War” (p. 23554). 
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2. ‘The recent disastrous explosions of the steamship Grandcamp and the steam- 
ship Highflyer, at Texas City in April 1947, and that of the steamship Ocean 
Liberty at Brest, in July 1947, however, showed that the substance was not being 
handled properly’ (R. vol. 30, p. 23554). [Italics supplied.] 


YEAR 1948 


February 


Official report, Bureau of Mines, Bulletin RI-4245, contains these admissions 

1. “‘One longshoreman told the Coast Guard Board of Investigation that 
and his coworkers considered the tertilizer compound in a class with cement * * * 
(p. 21814). 

Again: “Some of these longshoremen told the Board that the fertilizer was 
considered to be the same as any manure fertilizer or in a class with such inert 
materials as cement * * *’ (p. 21825). 

And again this same report contains this statement: 

“From this published material it can be seen that the literature available to 
the general public and to those persons who normally would be expected to handli 
the shipping of ammonium nitrate did not indicate an explosion hazard even when 
the material was involved in a fire’ (R. vol. 26, p. 21829). [Italics supplied.] 


February 13 

lecture by Willian H. Rinkenbach on explosibility of anmonium nitrate 
fertilizer, prepared officially for the Technical Division, Picatinny Arsenal, con- 
tains, in part, these statements: 

“It is only recently that nearly pure ammonium nitrate as such has been 
produced and marketed for use as a fertilizer’ (vol. 35, p. 26169). 

Again: “‘As stated previously, the interest of the Ordnance Department arose 
from the fact that the FGAN which exploded has been produced in ordnance 
plants. It is a regrettable fact that whenever an explosion occurs, the first loud 
chorus to be heard above the dying echoes of the explosion is what was wrong 
with the material, and not what was there done that was wrong. * * * In the cas 
of the Texas City disaster, the implications were so great that it was possible to apply 
the manpower required to work out the anewers to both questions simultaneous! 
(R. vol. 35, p. 26172). [Italics supplied.] 

On the question of the 16 cases of small arms ammunition as being the originat- 
ing cause of the detonation, Rinkenbach in his report denies this with this 
statement: 

‘This hypothesis of the cause of the cargo explosion, therefore, may be con- 
sidered very improbable, although not outside range of possibility.” 

And again: ‘‘With the new knowledge of the explosibility of FGAN from heat 
alone, it will be necessary to approach the problems of its handling, storage, and 
transportation with a greater awareness of its potential hazard and the necessity 
for close control of conditions in order to assure safety” (R. vol. 35, p. 26180). 
April 15 

Picatinny Arsenal Serial Report No. 1675: 

“16. These intermediate scale tests demonstrate clearly that FGAN can be 
detonated by heat alone under the proper conditions, and enphasizes the point 
that it differs from other explosives only with respect to its relative dezree of 
sensitivity. The detonation of a shipload of TNT and picric acid at Halifax in 
1917, after catching fire, was very comparable with the explosions on the Grandcamp 
and Highflyer’”’ (R. vol. 30, p. 23581). [Italics supplied.] 

April 20 

G. W. Jones, one of the principal technical men at Bureau of Mines, gave a 

statement to the FBI on behalf of the Government, in part reading: 


“It is my opinion that the labeling on the bags of FGAN did not properly 
reflect the contents of ammonium nitrate” (R. vol. 226, pp. 21885-21886). 


June 


Official Bulletin, Bureau of Mines, 7463, entitled ‘‘Ammonium Nitrate’? makes 
these admissions: 

‘‘Ammonium nitrate from the point of view of its volatility and on account ot 
many considerations may be regarded as a typical explosives substance.” 

Again: “It (ammonium nitrate) is an oxidizing agent and as such may react 
with reducing material such as carbonaceous matter, certain metals, phosphorus, 
sulfur, ete. Such mixtures may lead to spontaneous heating, and the temperature 
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at which this may take place is governed by the specific materials concerned and 
their environment. With certain mixtures, and the proper environments, spon- 
taneous heating can occur at ordinary temperatures’’ (R. vol. 26, p. 21883). [Italics 
supplied.] 

July 16 

Picatinny Arsenal Technical Report No. 1696 states: 

“FGAN causes a deterioration of standard 6-ply asphalt laminated paper bags 
at temperatures of 100° F. and above. The effect is accelerated by increase in 
temperature.”’ [Italics supplied.] 

And again from recommendation, same report: 

“It is recommended that 6-ply asphalt laminated paper bags loaded with 
FGAN be subjected to storage temperatures not greater than 120° F. It is rec- 
ommended that the temperature of FG AN being loaded into 6-ply asphalt laminated 
paper bags from grainers should not exceed 140° F.”’ (R. vol. 30, p. 23607). [Italics 
supplied.] 


July 16 

Picatinny Arsenal Technical Report No. 4, serial No. 1696: 

“Under caption ‘Discussion of Results on Paper Bags and Charring of Same,’ 
these statements made: 

“An examination of the data on the physical properties as measured by the 
tensile and Mullen tests, the results of which are given in tables 1 and 2, shows 
that at 160° F. there is evidence that FGAN has an adverse effect on the strength 
and characteristics of the inner layer of the paper bag. At 190° F. this effect 
becomes very pronounced. In fact, the inner layer was charred black and the next 
layer was considerably darkened. At 225° F. the effect is such that all the layers of 
the bag were deteriorated. At this last temperature the inner two layers were charred 
black while the remaining layers were embrittled and crumbled on handling, par- 
ticularly after 4 and 8 weeks of storage’ (R. vol. 30, p. 23609). [Italics supplied.] 

The same report concludes: 

“With respect to safe storage temperatures the data indicates that 140° F. 
should be the maximum temperature permitted for extended periods of time of 
the order of 2 to 3 months. omoves, it is believed that even at this temperature, 
bags loaded with FGAN and stored longer than this would undergo serious deteriora- 
tion. To maintain the maximum strength of the bags for the longest period of time, 
storage temperatures should be lower than 140° F., preferably not more than 120° F.”’ 
(R. vol. 30, p. 23609). [Italics supplied.] 


YEAR 1949 


July 


The Bureau of Mines issued its Bulletin 4502, written by Bernard Lewis, head 
of Division of Explosives, and others, entitled ‘““Report of Research and Tech- 
nologie Work on Explosives, Explosions, and Flames, Fiscal Years 1947-48.” 
Appearing therein, in part, is this language: 

“Because the paper bags containing the ammonium nitrate fertilizer were not 
marked so as to indicate the hazardous and oxidizing nature of the material, longshore- 
men and others handling the material considered it io be in the same class as cement. 
A complete lack of understanding of the hazardous nature of ammonium nitrate 
fertilizer in the presence of fires and open flames was revealed by all persons who were 
charged with handling, transporting and storing this material’”’ (R. vol. 24, p. 20979). 
[Italics supplied.] 


ApMIssIons oF Facr Mapr BY Orricers, EMPLOYEES, AGENTS, AND REPRE- 
SENTATIVES OF THE UNITED STATES IN DEPOsITIONS AND TESTIMONY TAKEN 
IN THE CouRT PROCEEDINGS 


MAJ. GEN. EVERETT S. HUGHES, CHIEF OF ORDNANCE AT TIME OF MANUFACTURE 
OF FGAN 


(a) As Chief of Ordnance he was responsible for Ordnance Department con- 
nection with FGAN program (R. vol. 5, p. 4524). 

(b) “Ammonium nitrate fertilizer’’ is a different animal from a pure ammonium 
nitrate (R. vol. 5, p. 4548). 

(c) Knew that FGAN was going for export because there were hundreds of 
thousands of tons being shipped, and they had to be concentrated (R., p. 4566). 

(d) Took no steps to determine whether FGAN was safe for concentration in 
communities such as Texas City (R., p. 4575). 
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September 1947 


While attending as a member of President’s conference, stated: 

“T can give you only a very general picture, which is to the effect that after the 
Texas City explosion, the officer and civilian personnel of the Ordnance Depart- 
ment immediately undertook the task of examining into every phase of the man- 
facture of ammonium nitrate, how it was manufactured, its shipment, and storage. 
We conducted certain tests, the most important one of which was conducted at 
Picatinny Arsenal, which is our explosion plant, where we verified the point that 
ammonium nitrate becomes a high explosive under certain conditions, and those con- 
ditions are represented in a vessel in a confined space where there is a fire. * * * | 
think that the conclusion to which I have come, and I have been in constant touch wit 
the people in the office at the arsenal who have been conducting the experiments, is 
that ammonium nitrate has always been regarded as dangerous, and that it is no mor 
dangerous now than it ever has been. There have always been restrictions on thé 
handling of ammonium nitrate. There have always been restrictions on the storag 
of ammonium nitrate, and the shipping of ammonium nitrate. And the two erplo- 
sions to which you have made reference a moment ago, General Fleming, are, in my 
opinion, from the best evidence that I can get, the direct result of fire aboard ship and 
under those circumstances we believe that ammonium nitrate is a high explosive’ 
(R., p. 4597). [Italics supplied.] 


DR, GEORGE W. JONES, SUPERVISING CHEMIST, GASEOUS EXPLOSIVES SECTION, 
EXPLOSIVES RRANCH, UNITED STATES RUREAU OF MINES 


(a) Learned as early as 1923 that explosibility of ammonium nitrate increased 
with increased temperature. Worked with C. E. Monroe, the great Ordnance 
and Bureau of Mines writer, who stated in an article, 1922: 

“Notwithstanding the many records in the literature and the relatively recent 
and definite statement of the Bureau of Mines, these articles manifest a rather 
general feeling of surprise at the fact that ammonium nitrate is under certain 
circumstances explosive per se’’ (R., p. 5377). 


DR. BERNARD LEWIS, CHIEF OF EXPLOSIVES BRANCH, BUREAU OF MINES 


Made this statement to Interagency Conferences at Washington, 1947, touching 
explosion at Texas City: 

“There is just one other point I would like to make, and that has been touched 
upon already by Dr. Davis. / have always felt that we could never be sure, even at 
ordinary temperatures, what reactions are going on in ammonium nitrate’ (R., 
p. 5547). [Italics supplied.] 


DR. R, O. E, DAVIS, PRINCIPAL CHEMIST ASSISTANT, SOILS DIVISION, DEPARTMENT OF 
AGRICULTURE 


(a) Reported in WPB Conference, September 1943, as to the making of FGAN, 
that: 

“The hazards were not discussed very extensively. There were people who 
made ammonium nitrate for munitions, and they knew very well what the hazards 
were’ (R., p. 4684). [Italics supplied.] 

(b) It was well known in Washington and in Government departments that 
FGAN was coming from ordnance plants and was headed for export and trans- 
portation in ships’ holds (R., p. 4771). Testifying at that time in this fashion: 

“Q. Of course, you were conscious of what a dangerous material ammonium 
nitrate was?—A. Oh, yes.” (R., pp. 4773-4774). 

(c) Testified he would not approve bagging at 200° because of his expert 
knowledge. 

(d) Testified as follows: 

“Q. Isn’t it true that it had been known for some time that ammonium nitrate, 
if put in contact with carbonaceous materials, is capable of spontaneous com- 
bustion?—A. Yes, I have two publications on that subject” (R., p. 4809). 

(e) Was author of Circular 719, of the Department of Agriculture (Davis 
exhibit 5, vol. 26, pp. 21741-21762). 

(f) Testified as follows: 

“Q. Simply from curiosity, let me ask you this here. You did not ship this 
material in steel drums. as that ever discussed?—A. Ammonium nitrate had 
been shipped in steel drums before that; in fact, that was the usual way of shipping 
it. I believe it was required to be shipped in steel drums. But there are two 
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reasons in considering steel drums. One reason was that steel was at a premium, 
and would be very difficult to get, and the second was that the cost would be 
prohibitive for use as a fertilizer’ (R., p. 4916). 

g) Made this statement at President’s conference on Texas City: 

“So that it is a relatively safe material if properly handled, but for some reason 
there was either not sufficient information or instruction as to the hazards of this 
material and it was being loosely handled. I think everybody will realize that. 
Certainly after the Texas City disaster, if not before’ (R., pp. 5015-5016). [Italics 
supplied.] 

| And testified further on the trial: 

“Q. And that represented a strong belief and suspicion that warnings you had 
given your select group in 1943, 1944, and 1945 had not been followed in the 
handling; is that correct?—A. I think so” (R., p. 5016). 


LT. COL, J. 8. JEFFERDS, COMMANDING OFFICER, IOWA ORDNANCE PLANT, UP TO 
AND PRIOR TO TEXAS CITY EXPLOSION 


a) No cooling drum or system for cooling the material, FGAN, was installed 
in the bagging plant at Iowa before Texas City. 

b) Prior to Texas City FGAN at lowa plant was bagged at 250°-258° and was 
put on pallets and taken to the bagging house, and there let stand until it cooled 
down to somewhere around approximately 215°, then moved into the boxcars, 
and 900 to 1,200 sacks of FGAN would be loaded in boxcars in about an hour and 
15 minutes (R., pp. 6109-6110). 

c) Testified as follows: 

“Q. You consider ammonium nitrate in the same class as an explosives truck?— 
A, Ammonium nitrate I know is classified as an explosive and therefore the truck 
must be so classified. 

“Q. It was classified by Army Ordnance long before Texas City as a high 
explosive. The pure ammonium nitrate?—A. Ammonium nitrate is an explo- 
sive” (R., p. 6129). 

(d) Ordered no tests performed to determine whether FGAN was a dangerous 
high explosive. Made no tests prior to Texas City to determine effect on paper 
bags of loading FGAN at temperatures stated. 

(e) As commanding officer of Iowa Ordnance Plant, made no effort and took 
no steps to advise and inform those persons recoopering and picking up material 
which had spilled from broken and torn bags how to handle it, nor did he send any 
written instructions, bulletins, wires, or otherwise, to transporters, handlers, and 
persons likely to be in the area of the material, advising the hazards attached to 
such handling and rebagging of the material. 

(f) As late as March 7, 1947, FGAN was being dropped at the Iowa Ordnance 
Plant from the graining kettle at temperatures of 235° F. (R., pp. 6237-6238). 


LT, COL. MORTON E. TOWNES, TRANSPORTATION CORPS, UNITED STATES ARMY 


(a) With Transportation Corps prior to Texas City. 

(b) Though in charge of the subject, never isolated the points or ports for con- 
centration shipment of FGAN (R., p. 5727). 

(c) Was responsible for Transportation Corps safety prior to Texas City, 
beginning July 1946, continuing to date of testimony (R., p. 5746). 

(d) Never made any inspection at Texas City from safety point of view, nor 
did he cause any to be made, nor cause any investigation to be made to see whether 
Army Regulations were being enforced and carried out at Texas City. 

(ce) Between July 1946 and May 1947, he issued no bulletins, letters, or in- 
structions, from a safety standpoint, covering the handling, storage, and stowage 
of FGAN (R., pp. 5749-5750). 

(f) Organized and joined in the formation of an interagency committee for 
purposes of studying and evaluating hazards in transportation of FGAN, and in 
so doing made a report which contained these statements: 

“The explosions of ammonium nitrate fertilizer on the French steamship 
Grandcamp and steamship Highflyer at Texas City are recognized as primarily 
caused by the high temperature reached due to fire in the hold of the vessel involv- 
ing combustible material, consisting of the 6-ply paper bags in which the fertilizer 
was packed, the wood dunnage laid in the hold, the wood cargo battens, and paper 
used as dunnage to protect the cargo from damage’’ (R. vol. 25, p. 21107). 

(g) The foregoing report was signed by 12 senior officers and representatives 
and agents and employees of the United States in their high official positions, 
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as well as 2 representatives of the Bureau of Explosives. Some of those signing 
were: J. W. Connelly, from the Office of Chief of Naval Operations of the Nayy 
Department; F. F. Dick, of the Bureau of Ordnance, Navy Department: p; 
Bernard Lewis, Chief of the Explosives Division; George W. Jones, chemist 
Bureau of Mines; Dr. R. O. E. Davis, Department of Agriculture; John A. Dickin. 
son, Chief of Section of Safety Codes, National Bureau of Standards, Department 
of Commerce; Francis H. Van Riper, United States Maritime Commissic; 
William T. Butler, United States Coast Guard; Col. Carroll H. Deitrick, War 
Department; H. A. Campbell and W. G. McKenna, Bureau of Explosives 


MAJ. DONALD F. STARR, COMMANDING OFFICER, NEBRASKA ORDNANCE PLANY 


(a) Made this statement: 

“On March 29, 1947, this installation commenced carloading of ammon 
nitrate to load limit upon direction of the Chief of Ordnance as a result of in- 
structions from the Offiee of the Chief of Transportation. Since that date this 
installation has repeatedly received complaints from points of de stination, princi pal 
the New Orleans point of embarkation of damage of bags upon arrival” (R., p 
21378). [Italics supplied.] 

(b) Did not send expert assistants in loading and storing to Texas City, Tex. 
under the provisions of Army Regulations AR-—55-470 (R., p. 6583). 


/ 


COL, CARROLL H. DEITRICK, CHIEF OF SAFETY BRANCH, ORDNANCE DEPARTMENT 
AND EXECUTIVE OFFICER TO CHIEF OF ORDNANCE MAJ, GEN. EVERETT 8S. HUGHES 


(a) Made this statement to President’s conference: 

“The most outstanding thing that we have found in our laboratory work was 
the hypothesis which we are apt to repeat in the laboratory, which leads us to 
believe that you have ideal conditions on a ship to cause an explosion, which 
you do not have under any other conditions of transport or storage, that is, by 
rail or storage in a warehouse” (R., pp. 7919-7920). 


J. N. PEARRE, INDUSTRIAL ENGINEER AT FDAP, JOLIET, ILL.; FORMERLY LIEU- 
TENANT COLONEL IN ORDNANCE, 1942-46 


(a) Became Chief of Operations, section over FGAN, at FDAP (R., p. 4626). 

(6) Ammonium nitrate and FGAN are substantially different primarily because 
of the carbonaceous materials in the form of PRP or Wax-B which puts it in a 
different category from pure ammonium nitrate (R., pp. 4620-4621). 

(c) That prior to the letter of May 1947, after Texas City, there were no 
instructions to any of the plants as to the maximum temperature at which FGAN 
could be bagged, or upon being bagged, loaded into boxcars (R., pp. 4633-4634). 


COMMANDER HUGHA F, COBB, COMMANDER, UNITED STATES COAST GUARD; OFFICER 
IN CHARGE OF MARINE INSPECTION, CAPTAIN OF THE PORT, GALVESTON AREA, 
AT TIME OF EXPLOSIONS 


(a) He was a member of the Coast Guard Board of Inquiry that examined the 
Texas City disaster. 

(b) He was satisfied that the only cargo in hold 4 of the Grandcamp was FGAN 
and that the fire was only in that hold (R., pp. 8794-8795). 

(c) In April 1947, there was only one copy of the explosives or other dangerous 
articles regulation of the Coast Guard in the Galveston office. 

(d) His office didn’t keep up with the movements of the various cargoes that 
moved through the district, unless they happened aboard a vessel and saw certain 
commodities being handled. 

(e) As commander he had no special instructions to his inspectors on ammonium 
nitrate or FGAN, 

(f) Prior to the disaster he had never specifically looked for ammonium nitrate 
in regulations on explosives, e!though when he discovered that there was a com- 
modity called FGAN, he did look for that and didn’t find it. This was after the 
disaster. 

(g) From the way FGAN was labeled “I had no idea what the commodity 
consisted of” (R., p. 8837). 

(h) If he had known that FGAN was capable of explosion before Texas City, 
he would have brought it to the attention of the commander of the district, and 
immediately acted accordingly (R., p. 8841). 





tions V 
tions t 
cargo | 
the reg 
Guard 
gation: 
(l) 1 
the mé 
should 
“g— 


pl! 





a) | 
‘All 
was Ge 
docum 
bh 
from Vv 
“An 
was ® 


pp. 63 


(a) 
he und 
in met 

(6) | 
prior t 
the pri 


ARTHU 


(a) 
in part 
(ime 3 


explos: 
(b) 
(ec) | 
4 farm 
(d) 
such a 
*Q. 
of elim 
everyt 


“Q. 





TEXAS CITY DISASTER 35 


Prior to Texas City he had no official or personal knowledge of the manner 
should be employed in fighting a fire in ammonium nitrate or FGAN 
D 8843). 

(j) “We didn’t have the men, I don’t know about the money but such regula- 
tions weren’t in force to the best of my knowledge because | received no instruc- 
tions that we had to station men at each ship or vessel to determine what kind of 
cargo it was handling, and to see that it was packaged or crated to comply with 
the regulations’”’ (R., p. 8862). 

k) Agreed with Admiral Shepherd’s testimony read to him that the Coast 
Guard did not have the funds to buy the personnel to make the necessary investi- 
gations and enforce the ordnances and regulations (R., p. 8864). 

(l) Testified as follows: 

“A. No, sir, there is no doubt in my mind what you are talking about, that if 
the material was as dangerous as it proved to be during that explosion, there 
should have been more publicity. 

“Q. Now, the only way you, as an officer in charge of the sefety of merchant 
shipping in this area, could intelligently carry out your duties, 2s you would have, 
I know, wes by eccurete knowledge about the produet; that is correct, isn’t it? 

A. Yes, sir, | would have to heve additional informe.tion. 

“Q. And you needed such information as reasonably was obtainable and avail- 
sble, did you not?—A. If there was any information out on the handling of thet 
special material, to have had it’? (R., p. 8977). 


ROY J. CALKINS, SUPERINTENDENT OF EMERGENCY EXPORT CORPORATION 
NEBRASKA ORDNANCE PLANT 


a) Stated that— 

“All of our shipping instructions were given to us by the Government. It 
wes Government material and we made out bills of lading on Government shipping 
documents according to instructions at the time’’ (R., p. 8287). 

b) Again testified as to how the name on the shipping bags came about, and 
from whom: 

“Ammonium nitrate fertilizer and percentage of nitrogen in cubic feet, the.t 
was all. That description was given us by the Ordnanee Department” (R., 
pp. 6367-6368). 


DR. A. H. NUCKOLS, CHIEF EXPLOSIVES EXPERT, UNDERWRITERS LABORATORIES, 
INC., CHICAGO, ILL., EMPLOYED BY GOVERNMENT TO MAKE TESTS ON FGAN 


(a) Replied in answer to question by Government Counsel: 

“A. No, I have come to believe that where we don’t know, we should play 
@fe where life, particularly other people’s lives, are involved. I just can’t 
take any other belief’? (R., p. 5196). 


A. F. MATSON, CHIEF EXPLOSIVES ENGINEER, UNDERWRITERS LABORATORIBS, INC., 
SUCCEEDING DR. NUCKOLS 


(2) In deposition taken of Matson by United States Government, stated that 
he understood the Army, in handling ammonium nitrate, required it to be shipped 
in metal containers and not paper bags (R., pp. 5301-5302). 

(6) That the Canadian manufacturers of ammorium nitrate fertilizer, long 
prior to Texas City, ceased using a coating material and went to what is known as 
the prilling method (R., p. 5302). 


ARTHUR M. MILLER, DIRECTOR OF CHEMICAL ENGINEERING FOR TVA THROUGH 1945 


(a2) Discussing Bureau of Mines tests on FGAN requested by TVA, stated, 
in part: 

“* * * But we knew as well as the Bureau of Mines that there had been 
explosions, unexplained explosions, previously’’ (R., p. 13419). 

(b) Says that Bureau of Mines warned them to be cautious (R., p. 13421). 

(c) The only tests TVA ran were whether the coating material would go through 
4 farmer’s drilling machine, and ran no explosibility tests (R., pp. 13445-13446). 

(d) On the mixture of pure ammonium nitrate with added organic material, 
such as PRP, this testimony occurred: 

“Q. Underwood had discussed with TVA those very hazards and the possibility 
of eliminating this coating entirely?—~A. I don’t know whether we did or not but 
everybody thought that. 

“Q. It was known as a hazard, wasn’t it?—A. Yes’’ (R., p. 13483). 
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CASPAR KAFFKE, WITNESS FOR UNITED STATES IN LEGAL PROCEEDING 


(a) Admitted that there was a tremendous literature or bibliography befor, 
Texas City which was available to give the various characteristics, nature, anq 
manifestations of ammonium nitrate under various conditions (R., pp. 14285- 
14286). 

(b) Stated that if there were conflict of opinion as to hazards or nonhazards 
it would be up to the scientist or the maker to determine or resolve the question 
by study, tests, and examination of the literature. 

(c) Testified as follows: 

“Q. That is one of the obligations of a scientist, he takes those factors into 
consideration, if the material you are dealing with is liable to cause loss of life or 
injury?—A. Yes. 

“Q. Now, again, the examination of the scientific honor and integrity that 
attends the work of you people. If that material you are dealing with is a new 
material, or a compound or an admixture, one that is unknown to the public, do 
you feel any greater sense of duty to clear that matter up?—A. You would run 
some tests if it is entirely new, or something like that; you normally do. 

“Q. That is a continuation of the sense of obligation you have both to the 
clients and to the public?—A, Yes, sir’ (R., pp. 14287-14288). [Italics supplied] 


WILLIAM H. RINKENRACH, ASSISTANT CHIEF, TECHNICAL DIVISION, PICATINNY 
ARSENAL 


(a) Made this statement and admission in testimony: 

“Q. Now you know, of course, that the bags in which the fertilizer grade 
ammonium nitrate was bagged carried on their face no warning of the dangers or 
hazards to the stevedores or other people who might handle it.—A. That is true, 
as far as I know.” 

(b) Affirmed in a statement given to FBI, March 26, 1948, by the following 
language: 

“These containers were marked to indicate the contents to be ammonium 
nitrate, but were not marked to indicate this to be explosives or constitute a fire hazard” 
(D. T. exhibit 495, R., pp. 14011-14012). [Italics supplied.] 

(c) Stated that Picatinny Bureau of Mines and Aberdeen tests after Texas 
City could easily have been made before Texas City if anyone had desired them 
(R., p. 15022). 


MAJOR GENERAL HUGHES, CHIEF OF ORDNANCE 


(a) Stated that if paper and wax coating used on FGAN be assumed to be 
carbonaceous, the combination of FGAN was against the provisions of Ordnang 
Safety Manual (R., pp. 4552-4553). 

(b) Testified, on concentration at Texas City, as follows: 

“‘Q. What steps did you take as head of Ordnance to assure yourselves that the 
fertilizer grade ammonium nitrate was safe for concentration in communities 
such as Texas City, Tex.?—A. I took none whatever. 

“Q. The product did explode at Texas City, Tex., did it not?—A. It has been 
so reported to me.” 

As to what occurred after Texas City, testified: 

“Q. Now, what steps, if any, had to be taken by Ordnance as the manufac- 
turer of this product to know that it was safe for shipment?—A. Every possible 
examination and every phase of manufacture and preparation for shipment. 
The whole field was examined by the most skilled men that we have in the de- 
partment” (R., pp. 4574-4575). 

(c) Testified again in this fashion on failure to test before Texas City: 

“Q. What steps, General Hughes, did you take as head of Ordnance, to 
assure yourself that safety procedures which had been set up for the manufacture 
of this product were being followed?—A. I was in Miami, Ariz., on leave, when 
I read in the morning paper the account of the explosion at Texas City. | 
took a glance at the headlines and went to the telephone and called up my office 
in Washington and told, I think, General Sailor, who was acting in my absence, 
that I wanted every phase of the production of fertilizer and shipment of fertilizer, 
so far as we were concerned, examined into at once, and to institute all the tests necessary 
to check on every one of the phases. 

“Q. That was after Texas City? Would you detail now what you did prior 
to Texas City in that respect?—A. Nothing. 

“Q. Nothing?—A. No, sir” (R., p. 4577). [Italics supplied.] 
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d) After being shown Army Regulations AR-55—470, Townes exhibit 2, and 
section 7, and change No. 4, issued August 18, 1944, Townes exhibit 1, headed 
“Expert Assistance in Loading and Storing,” reading, in part: “In all cases 
where any considerable quantity of ammunition (except small arms ammunition) 
or explosives is to be shipped by water, an ordnance officer, enlisted man, or 
civilian familiar with the handling and storing of explosives, will be present for 
the purpose of giving expert advice in laying out the cargo plan, and in handling 
and storing the explosives,” stated that that was the first time he had ever seen 
those Army regulations, and did not know they existed, but that such regulations 
would be the particular responsibility of the people who were manufacturing and 
shipping the particular items, and then so testified as follows: 

“(), Then the commanding officers?—A. And my inspector, whose job it is to 
see that the people of the Department are doing what the regulations call for” 
R., p. 4588). 


DR. R. O. E. DAVIS, DEPARTMENT OF AGRICULTURE AND AUTHOR OF BULLETIN 719 


‘a) Stated: ‘Well, I think it was brought up that ammonium nitrate had been 
involved in explosions in the past, and that people that were going to manufacture 
fertilizer containing ammonium nitrate were not advised on the properties of 
ammonium nitrate and any hazards that might be attached to it” (R. vol. 26, 
p. 21722). 


H. T. GREEN, TRANSPORTATION OFFICER AT FDAP, AT JOLIET, ILL. 


(a) Green stated to FBI that he inserted the bill of lading description to be 
used by the manufacturing ordnance plants for FGAN, and denies that he ever 
contacted railroad carriers for proper description of material, stating further that 
such description was worked as his responsibility of the shipment to inform the 
carriers of the characteristics of FGAN and use the proper name (R., pp. 
27284-27286). 


COLONEL GILLESPIE, OFFICE CHIEF OF TRANSPORTATION, WAR DEPARTMENT 


(a) Stated that the responsibility of the Transportation Corps was to exercise 
jurisdiction over and supervise the loading of FGAN at the ports of export, and 
admitted that no warning was given to civilian agencies (R. vol. 6, pp. 5715- 
5716). 


COMDR. WILLIAM T, BUTLER, CHIEF, HAZARD PREVENTION SECTION, UNITED STATES 
COAST GUARD 


(a) In statement and interview with FBI, April 9, 1948, showing difference 
between pure ammonium nitrate and FGAN, stated: 

“The foregoing sections are applicabie provided the theory is accepted that 
ammonium nitrate was being transported. However, the substance that was be- 
ing transported was ammonium nitrate fertilizer, and no such substance was au- 
thorized for transportation by the regulations except under the descriptive name 
‘nitrates N. O. S.’, as shown on page N-196” (R., p. 27323). [Italics supplied.] 

(b) Commander Butler compiled the Coast Guard Regulations which formed 
the publication of explosives and other dangerous articles on board vessels and 
according to him these regulations were weak in that they did not prohibit smok- 
ing specifically while handling oxidizing material and ammonium nitrate (R., p. 
27324). 

(c) “Commander Butler advised that since the United States Coast Guard 
hearing held at Galveston, Tex., in April 1947, at which time he testified that 
ammonium nitrate was, in his opinion, the proper shipping name for the FGAN, 
he feels he was in error in this conclusion as it is his belief that the fertilizer should 
have been called ‘nitrates N. O. S.’ Therefore, according to Rutler, it would also 
have been correct to have shipped the FGAN on bills of lading under the shipping 
name ‘oxidizing material N. O. 8S.’ This name was listed in the United States Coast 
Guard list of explosives and other dangerous articles and other combustible liquids. 
however, in Commander Butler’s opinion, the shipping name of ‘nitrates N. O. S.’ 
should be given preference over the name ‘oxidizing material N. O. S.’ due to FG AN’s 
high content of ammonium niirate’”’ (R., p. 27325). 
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(d) “Butler has stated that in the event he is called upon to testify, he feels 
conscience-bound to relate information as attributed to him in this repor 
although this information might be prejudicial to the Government’s case’ (R 
p. 27326). 

(e) “Butler has advised that if he were called on to testify and were asked, }, 
would state that he believed the Ordnance Department, in manufacturing FGAN 
placed this substance too soon into paper bags before it was sufficiently cool, and 
hence caused numerous fires to break out in railroad cars which were transporting 
the FGAN” (R., p. 27326). 

(f) “Commander Butler advised that the Underwriters Laboratories, In 
was contracted by the War Production Board to conduct an experimental investi- 
gation into the comparative sensitiveness to explosion of ammonium nitrat 
compositions containing organic material. The results of these tests were publish; 
on April 30, 1945, in an article entitled “ Miscellaneous Hazard Report No. 3463,” 
Regarding this report, Butler has stated that the findings were to the effect that t 
presence of organic materials in ammonium nitrate rendered it more sensitin: 
detonation, and the Ordnance Department shorild have known about this researc} 
should have handled FGAN in a more cautious manner” (R., p. 27326). [Italics 
supplied.] 

(g) “Commander Butler stated, Wednesday, October 8, 1947, in speech befor 
85th National Safety Congress: 

‘“*The Texas City disaster was a terrible casualty and all the more so becaus 
with ordinary care it could have been avoided. And furthermore, after the fir 
was discovered, proper fire extinguishing procedure would probably have prevented 
the explosion’ ”’ (R., p. 27326). 

(h) “Stated, under caption ‘Lessons That May Be Learned From This Casualty’ 

‘© *(1) Advanced dissemination of information. Manufacturers of substances, 
articles defined by regulations as dangerous, should disseminate complete informa- 
tion in the advance of shipment as to the hazards associated with their products 
Shippers of such articles should advise carriers of this hazard at the time they book 
space. Carriers should inform their personnel of this hazard and of action to be 
taken in emergency. Alert manufacturers to ascertain any and all potential 
hazards associated with their products and provide the information to interested 
persons upon request. * * * Shippers (whether they be manufacturers or freight 
forwarders) are required by dangerous cargo regulations to advise the carriers of th: 
hazard associated with the shipment being offered. * * * The Coast Guard Board of 
Investigation of the Texas City disaster found that hardly without exception all persons 
associated with the shipment, storage, and the transportation of the ammonium 
nitrate fertilizer showed a lack of information regarding its hazard, or prov-sions of 
regulations governing its transportation’ ” (R., p. 27332). [Italics supplied.) 


CAPT. EDWARD C. CLEAVE, BUREAU OF MARINE INSPECTION, UNITED STATES COAST 
GUARD 


Perhaps the epitasis of the whole Texas City:tragedy and catastrophe is de- 
veloped in this testimony from Captain Cleave: 

“Q. The singular fact remains, though, that immediately after Texas City your 
department issued orders requiring Coast Guard personnel to supervise and to 
know about and to prevent except in isolated ports and locations the loading of 
these ships, did it not?—A. Yes, sir. 

“Q. You issued it under the same authority you had prior to Texas City, 
didn’t you? They hadn’t changed the statute, had they?—A. No, they had not 
changed the statute. 

“Q. It was under the same authority you had prior, wasn’t it?—A. Yes, sir 

- * * * * * * 


‘““A. No, we operated under our own regulations. 

“Q. May I read you that again? I am reading you one of the front of Shep- 
heard exhibit 1-C. I read you as follows: ‘The regulations in this booklet are 
applicable to all vessels subject to the provisions of R. 8. 4472, as amended (46 
U.S. C. 170).’ 

“T return now to the lower paragraph and quote: ‘General authority over and 
responsibility for the administration and enforcement of the laws and regulations 
governing the transportation, storage, stowage, or use of explosives or other 
dangerous articles or-substances.and combustible liquids on board vessels in the 
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ral Coast Guard districts are vested in and imposed upon the Coast Guard 
t commanders in charge of such districts,’ signed by J. F. Farley, Admiral, 
{| States Coast Guard, Commandant. You were familiar with that, were 
it, sir?—A. Certainly. 


Q. That puts squarely on the shoulders of the district commanders the duty 


:nforce and carry out these general regulations and authorities, didn’t it?—A. 


sir 


“QQ, And that was true prior to Texas City, wasn’t it?—A. Yes. 


Q And it is under that very authority that immediately after Texas City, 
Guard issued specific orders directing that they check to see that the ship 


» 
were clean and properly prepared to receive cargo in accordance with 


resent regulations, is it not, sir?—A. Yes, sir. 


+ * * + 7 * * 


Q. You didn’t write the shipping agents; you ordered your district com- 
lers to enforce those regulations, didn’t you?—A. Yes, sir. 
¢ 


Q. But you hadn’t done that prior to Texas City, had you?—A. No, sir. 
‘Q. The real truth about it is that they weren’t enforcing those regulations 


hance, wasn’t it?—A. Yes, I think so” (R., pp. 9195-9198). 
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Dear Mr. Speaker: By direction of the Committee on Govern- 
ment Operations, I submit herewith the eleventh intermediate report 
of the committee. 


CiarRE E. Horrman, Chairman. 
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USE OF NONAPPROPRIATED FUNDS BY 
EXECUTIVE AGENCIES 


(Bonn-Bad Godesberg Area Construction Program) 


Marcu 24, 1954.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed, with an illustration 


Mr. Horrman of Michigan, from the Committee on Government 
Operations, submitted the following 


ELEVENTH INTERMEDIATE REPORT 


SUBMITTED BY THE SUBCOMMITTEE ON 
INTERNATIONAL OPERATIONS 


On March 17, 1954, the Committee on Government Operations had 
before it for consideration the report of its Subcommittee on the Use 
of Nonappropriated Funds by Executive Agencies (Bonn-Bad Godes- 
berg area construction program). 

After full consideration of the report as submitted by the subcom- 
mittee, upon motion made and seconded, the report was unanimously 
approved and adopted as the report of the full committee. The 
chairman was directed to transmit a copy to the Speaker of the House. 


SUMMARY 


This report covers the findings of the International Operations Sub- 
committee in its inquiry into the construction of housing for American 
personnel at Plittersdorf (Bad Godesberg) Germany, at a cost of the 
deutschemark equivalent of $16 million. This construction was part 
of a $28 million United States building project in the Bonn-Bad 
Godesberg area of Germany undertaken in 1951 by the Office of the 
High Commissioner of Germany (HICOG) in connection with the 
move of the HICOG Headquarters from Frankfurt to the German 
capital at Bonn. 

PRINCIPAL QUESTIONS 


The principal questions with which the subcommittee concerned 
itself were: 
1. To what extent was it necessary to provide housing for 
American personnel in the Bonn-Bad Godesberg area? 
1 
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2. Did HICOG have the legal authority to undertake this cop. 
struction and to finance it using Government and Relief in Ocey. 
pied Areas (GARIOA) counterpart funds? 

3. Should the Department of State have sought and obtained 
specific congressional approval before proceeding with this 
project? 

4. Was value received for the moneys spent? 

5. Was the scale of the United States apartment. project 
justified? 

6. Did the Department of State exercise sufficient control over 
the project? 

CONCLUSIONS 


1. The provision of some housing accommodations for American 
personnel in the Bonn-Bad Godesberg area was necessary, but it is 
clear that an amount of building excessive to United States needs was 
undertaken. It is expected that 20 percent of the United States 
apartment units will be vacated by United States personnel by 
January 1, 1955. ; 

2. It is extremely doubtful whether, under existing legislation, 
HICOG had the legal authority to undertake this construction using 
funds from the GARIOA account. 

3. The Department of State should have requested specific con- 
gressional approval for the project and should not have resorted to a 
strained interpretation of existing legislation to justify its proceeding 
with the project without specific congressional approval. 

4. The cost of the housing project appears to have been exorbitant 

5. The apartment units of the United States housing project were 
constructed and furnished on a seale considerably beyond that neces- 
sary and adequate to the needs of American personnel. 

6. The Department of State did not exercise sufficient supervisory 
control over the project. 


RECOMMENDATIONS 


1. The Department of State should require that any construction 
carried out under its auspices abroad be under the direct and complete 
supervision and control of the Office for Foreign Buildings Operations 

2. Future overseas housing construction by the Department of 
State should conform, as far as practicable, to the design standards 
which have been established recently by the Bureau of the Budget for 
the construction of permanent family housing for Federal personnel. 

3. The Congress should keep a careful check upon the compliance 
by executive agencies with section 1415 of Public Law 547, 82d Con- 
gress, Supplemental Appropriation Act, 1953 (effective June 30, 1953 
which provides that foreign credits owed to or owned by the United 
States Treasury cannot be spent by executive agencies unless provision 
has been made for such expenditure in appropriation acts. Moreover, 
Congress should be prepared to enact supplementary legislation in the 
event the language of section 1415 is not effective in bringing under 
congressional scrutiny all United States Government expenditures of 
foreign currencies. 
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INTRODUCTORY STATEMENT 
NONAPPROPRIATED FUNDS 


The International Operations Subcommittee is charged with the 
responsibility of investigating and reporting upon expenditures and 
activities of United States agencies operating overseas. Generally 
speaking, these agencies have had available for their overseas use two 
distinct types of funds: (1) dollar funds that have been appropriated 
by the Congress, and (2) foreign credits on currencies owed to or 
owned by the United States. 

The subcommittee believes that executive agencies operating over- 
seas have tended to regard the latter funds as some sort of stage money 
expendable with less restraint and economy than appropriated dollars. 
This premise is, of course, fallacious. Foreign currencies represent 
purchasing power in foreign countries in exactly the same way that 
dollars represent purchasing power in this country. The fact that 
they are not readily convertible into United States dollars should not 
lead our representatives abroad into the delusion that they can be 
squandered, misappropriated or abandoned without harm to the effec- 
tive implementation of our foreign policy. In recent years the Con- 
gress, in the process of providing foreign aid, relaxed its traditional 
control over expenditures by executive agencies at their request. 
This was done in the name of granting flexibility to executive agencies 
to meet exigencies. Especially was this true with regard to the uses 
made of foreign currencies which until recently could be spent for the 
most part without specific justification to the Congress in advance. 

The Congress has now reasserted control over foreign currency and 
credits through section 1415 of Public Law 547, 82d Congress, effective 
June 30, 1953, known as the Supplemental Appropriation Act, 1953, 
which reads: 

Foreign credits owed to or owned by the United States Treasury will not be 
available for expenditure by agencies of the United States after June 30, 1953, 
except as may be provided for annually in appropriation Acts and provisions for 
the utilization of such credits for purposes authorized by law are hereby authorized 
to be included in general appropriation Acts. 

This statute in effect calls for full disclosure to the Bureau of the 
Budget and the Congress of the uses to be made of foreign currencies. 
It should have a wholesome restraining effect on the use of these 
funds. Had this provision been in force in 1951 the investigation on 
which this report is based might not have been necessary. The Bad- 
Godesberg housing project, however, was undertaken prior to that 
time. It is a striking example of the use of nonappropriated funds in 
the absence of congressional control. 
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BACKGROUND OF THE BONN-BAD GODESBERG PROJECT ‘ 


The position of the United States High Commissioner for Germany 
(HICOG) was established by Executive Order No. 10062, dated June 
6, 1949. Mr. John J. McCloy, the Presidential designee, assumed 
that position in September 21, 1949. On the latter date, the mili- 
tary government of the U nited States Zone of Germany transferred 
its civil authority to the United States High Commissioner. 

HICOG headquarters was originally at Frankfurt, Germany, in the 
United States Zone, at a time when that city was also the site of the 
West German capital. 

On November 3, 1949, about 6 weeks after the HICOG Head- 
quarters was established at Frankfurt, the Federal Republic of Ger- 
many decided to move the German capital to Bonn. The move was 
accomplished gradually over the next several months. In view of this 
development, HICOG in February 1950, considered the desirability 
of also moving its headquarters to Bonn. A committee of HICOG 
officials appointed to study the matter reviewed the political, adminis- 
trative, and financial problems involved and recommended that the 
United States Headquarters remain at Frankfurt and that a proposed 
housing project for employees in Frankfurt be started immediately. 
The committee’s recommendations were followed. The question of a 
move to Bonn was reopened by HICOG in October and November of 
1950 before the construction at Frankfurt was completed and in 
December it was decided not only to move the headquarters but also 
to construct housing and office accommodations in the Bonn-Bad 
Godesberg area. Construction began in February 1951 and was sub- 
stantially completed by November of that year. 


1 Mr. Wolfe is no longer assigned to HICOG but is under transfer to another post. 

2 Mr. King has resigned from the Department of State. 

3 Mr. Riddleberger is presently Ambassador to Yugoslavia. 5 

‘For a more detailed résumé of the sequence of events see the chronology attached to this report as 
appendix A 
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The project when completed included the following: An office 
building, 2 apartment developments for German personnel, a 458-unit 
apartment development for American personnel, 6 houses for the use 
of the High Commissioner and 5 other top-ranking officials and in 
addition a church, 2 schools, a shopping center, a theater, and a 
recreation center. The total cost of the whole project was the deuts- 
chemark equivalent of approximately $28 million. The cost of the 
American housing project was the deutschemark equivalent of ap- 
proximately $16 million. 

The source of the deutschemark was the so-called GARIOA special 
account. The name “GARIOA” is derived from the popular title 
of Public Law 327, 81st Congress (63 Stat. 711) 1949, which appro- 
priated dollars for “Government and Relief in Occupied Areas.”” The 
GARIOA program was administered by the Department of the Army. 
Under this program, aid goods, purchased with American dollars, were 
sold to the German people for deutschemarks. The Army required 
that for each dollar’s worth of such economic aid supplied, an equiva- 
lent amount of deutschemarks be deposited in the GARIOA special 
account. These deutschemarks were called counterpart funds and 
the GARIOA special account became known as the counterpart fund. 
The deutschemarks in the account were used for the economic 
rehabilitation of Germany. 

When the United States High Commissioner assumed responsibility 
for the occupation the GARIOA special account was taken over by 
HICOG. In the meantime the Economic Cooperation Administration 
began furnishing economic assistance to Germany. The Economic 
Cooperation Act of 1948, as amended, also provided that recipient 
countries receiving aid on a grant basis also establish local counterpart 
funds. Ninety-five percent of the moneys in these funds were to be 
used for economic rehabilitation purposes and 5 percent were to be 
used for the administrative needs-of ECA and other United States 
purposes. With regard to Germany, however, the act provided that 
such additional amounts of counterpart could be used by the High 
Commissioner to pay for the operations of his office as might be 
agreed upon by the Secretary of State and the Administrator of ECA. 
It was ultimately agreed that 25 percent of the German counterpart 
fund would be used by HICOG.’ As these deutschemarks became 
available they were placed under HICOG control by depositing them 
in the special account used for GARIOA counterpart. Beginning 
therefore in December of 1949, although the GARIOA special account 
was continued, the principal deposits made were from counterpart 
generated by ECA aid. There was, of course, a small amount of 
counterpart eventually deposited in the account as a result of aid still 
in the pipeline at the time of transfer of the account to HICOG. 


Was it necessary to provide housing for American personnel in the 
Bonn-Bad Godesberg area? 

It is clear that it was necessary for HICOG to provide housing and 
other facilities for the use of some of the HICOG personnel in the 
Bonn-Bad Godesberg area. Further, it probably was also necessary 
to either purchase or construct housing inasmuch as housing accom- 
modations were limited and the High Commissioner had decided as 


‘For a graphic picture of how counterpart funds are generated see the chart attached to this report as 
appendix B. This chart was prepared by the Mutual Security Agency. The procedure indicated, how- 
ever, is followed by its successor agency, the Foreign Operations Administration. 


44940—54 2 
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a matter of policy not to requisition any further homes in Germany 
for American use. ; 

The question at issue however is: Was it necessary to transfer the 
bulk of HICOG’s American and German employees and their de- 
pendents to Bonn-Bad Godesberg and to erect a complete United 
States Government development? The answer to this question js 
not an easy one. For the purpose of impartial analysis it will be 
well to review in some detail the developments which led to the 
decision by the High Commissioner and the Department of State to 
move the majority of HICOG personnel to Bonn and to construct 
large-scale accommodations. As indicated previously, on November 
29, 1949, the German Government decided to locate its capital in 
Bonn. On February 28, 1950, a committee appointed to study the 
question of whether HICOG should also move its office in whole or 
in part to Bonn, in a memorandum reviewed the political, adminis. 
trative, and financial implications involved. The memorandum read 
in part as follows: 


1. At the present time, the United States High Commissioner’s Office has 
established at Bonn a permanent secretariat composed of approximately 39 
persons. . 

2. The Deputy High Commissioner is at present in residence at Bonn and under 
present tentative plans will have an organization of 101 persons supporting him 
(including secretariat). 

3. The Director of the Office of Economic Affairs (Mr. Hanes) has recent 
recommended that an additional 60 to 100 members of the Office of Feonomic 
Affairs be transferred permanently to Bonn at the time that the Federal Ministries 
of Economics and Finance shift their headquarters from Frankfurt to Bonn 
(estimated July 1, 1950). 

4. At the present time, approximately 40 members of HICOG in Frankfurt 
make weekly trips to Bonn. In terms of key personnel, this breaks down as 
follows: 

High Commissioner and immediate office__.........---- 4 
Office directors-_-..-..---.----- : Sy Ba Daes eee ed hee 6 
Deputy office directors_......------ SASS SEGUE VAL 2 4 
Division chiefs _ - wa’ baat U5% ; eee 1 
Deputy division chiefs, branch chiefs, and all others- - - -- 5 


The average stay per person is less than 1 day per week. 

5. The number of quarters available to the United States in Bonn at the 
present is 133, of which 59 are occupied or assigned. Quarters are being com- 
pleted and assigned almost as rapidly as personnel assignment. As of February 
22 there are 7 employees awaiting quarters assignment, and these will be assigned 
by February 28. 

6. The capacity of the existing headquarters, Mehlemer Aue, is 110. The 
existing strength of HICOG is approximately 871 in Frankfurt and Bad Nauheim 
It is estimated that German personnel essential to the operation of HICOG 
number about 1,500 in Frankfurt. 

7. The 3 Allies agreed in July 1949 that each national element at Bonn would 
be limited to 300 persons. Any number in excess of this figure, presumably, 
must be approved tripartitely. 

8. HICOG is about to construct a 500-unit housing project in the Frankfurt 
area. The ground for the project has been procured, the specifications for con- 
struction have been published and bids have been received. At the moment, 
no contract has been awarded, but failure to award contract within 10 days 
will result in complete rebidding and a 30-day delay. The estimated cost of 
this project is 30 million deutschemarks. 


The committee then pointed out that it was undeniable that such 
a move would be extremely helpful to those functions of HICOG 
particularly the ECA phases which involved frequent and necessary 
contact with Allied and German counterparts at Bonn. Significantly, 
however, the committee also said: 
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10. On the other hand, the philosophy of the Occupation Statute dictates a 
diminishing of controls and a withdrawal by the Commission from interference 
with the German Government. As long as one is physically located close to 
the German Government, the tendency will be to maintain participation in 
German affairs. It should also be considered whether it is advisable to move 
the United States headquarters completely out of the United States Zone. If 
any of the factors mentioned above are of sufficient weight singly or in com- 
hination to make it inadvisable to move the entire headquarters to Bonn, then 
the decision should be taken to maintain the headquarters at Frankfurt, to pro- 
ceed with the HICOG housing project, and to establish the necessary working 
groups at Bonn under the Deputy High Commissioner. 


It then went on to analyze the financial and administrative problems 
involved if the decision were taken to move to Bonn. The committee 
concluded as follows: 


a) On balance it is politically more desirable, administratively more feasible 
and cheaper to keep a United States Headquarters in the United States Zone. 

b) If the United States High Commissioner moves to Bonn with a small staff 
of advisers there will be an ever-increasing pressure to move more and more 
people to Bonn. 
~ (c) The move of the group mentioned in (b) would not cut down appreciably 
the number of persons traveling between Bonn and Frankfurt; it would merely 
shift the burden of travel to others. 

!) The establishment of the Deputy High Commissioner and his staff [presently 
in Bonn], augmented by an additional complement for Economie Affairs and the 
General Counsel’s office, is the best all-round solution. 


Finally the committee recommended that: 


a) Existing plans be carried out as presently approved. 

b) Economic Affairs and the General Counsel’s office submit absolute minimum 
requirements for the additional complement mentioned above. 

c) The housing project in Frankfurt be started immediately. 

The High Commissioner followed this recommendation and decided 
to keep the major portion of HICOG personnel at Frankfurt. Con- 
struction was started at Frankfurt on a 420-unit apartment project 
for American employees which was completed on October 2, 1950. 

few weeks after the completion of the Frankfurt housing construc- 
tion, in a memorandum to Mr. McCloy dated October 27, 1950, Mr. 
Glenn G. Wolfe, Executive Director for HICOG stated that 
the legal, executive, administrative, psvchological, and internal political reasons 
for deferring the decision to move made in February have been mitigated by events 
of the past 8 months. 
In passing, the subcommittee does not understand Mr. Wolfe’s use of 
the word “‘deferring.”’ As far as was brought out in the testimony 
received or in official documents examined, the action taken in Febru- 
ary 1950 was not one of deferring a decision to move. Rather it was a 
definite choice of the alternative course, that is, to keep the headquar- 
ters at Frankfurt, to send a small group to Bonn, and to build housing 
at Frankfurt for the American personnel. 

Mr. Wolfe stated that some of the reasons against moving referred 
to in the February 28 memorandum no longer existed, but he did not 
set forth positive reasons for making a wholesale transfer of personnel 
to Bonn. He did state that recent information from the Department 
of State indicated that the Bureau of German Affairs and other 
interested groups favored a transfer of HICOG to the Bonn area. 

He did note further that the cost would be high, but indicated that 
the fact that the Army had a pressing need for apartment and office 
space at Frankfurt “would tend to exclude the possible criticism of 
duplicate spending.” He also noted, however, that inasmuch as 
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extensive recruiting in the Bonn area would be impossible it would 
be necessary to make arrangements at Bonn to house German per. 
sonnel brought from other areas. 

The question was again discussed on November 8 at a meeting of 
top-level HICOG officials attended by Mr. McCloy. According to 
a HICOG memorandum of November 14 Mr. McCloy reserved his 
decision to give the matter further study. Finally, Mr. McCloy 
consulted with representatives of the German Government and the 
opposition party and received assurances that the Bonn capital would 
not be moved for at least 5 years. By cable dated November 2). 
1950, HICOG advised the Department of State that the move was 
being favorably considered and on December 1, 1950, the Department 
gave approval to the proposal. 

During the hearings the subcommittee endeavored to determine 
precisely why it was necessary to move the bulk of HICOG personnel 
to Bonn. There was testimony that in view of the outbreak of the 
Korean war and the possibility of a third world war top-level intensive 
negotiations on the part of the Western Allies and Germany were 
needed to hasten the end of the occupation and assist Germany in 
rearming. The subcommittee has no disagreement with this position. 
It can well understand that it might have been necessary for Mr. 
McCloy and a top-level staff to be at Bonn on a full-time basis. A 
situation somewhat similar exists in Korea today where the Ambas- 
sador and a small staff are in Seoul, the capital city, and the remainder 
of the staff is in Pusan. Although this situation introduces some 
difficulties the subcommittee understands that it has not placed 
serious obstacles in the way of effective operations. 

In the case of HICOG there is no doubt either that a divided staff 
introduced some difficulties. Nevertheless, HICOG was able to work 
under these conditions from September 1949 to November 1951, and 
the testimony furnished did not convince the subcommittee that our 
political and other relations with the German Government had been 
made ineffective by these conditions. 

Moreover, while it is true that the Frankfurt apartments today are 
being used principally by the Army, this fact affords no separate 
justification for the Bonn project. 

In this regard it should be noted, as pointed out in the addendum of 
this report, that at least 25 units in the American housing unit at 
Bad Godesberg have already been declared in excess of United States 
needs and it is expected that more than 20 percent of them will not 
be needed as of January 1, 1955. 

Although testimony was received ® indicating it had been antici- 
pated by HICOG that there would be excess units, the subcommittee 
questions the advisability of the United States Government under- 
taking a housing project for ultimate rental or sale to foreign nationals. 





t 

6 Mr. Wotre. Iam as certain as I am sitting here that the U. 8. Government will get back every dolla 
put into that American housing project. I do not expect all 458 apartments will be used by American per- 
sonnel when we come to the Embassy. However, people had to live in the interim, and that number was 
required for the interim operation. 

At the same time, as of today, as Ithink I mentioned yesterday, we are besieged with requests of Germans 
and of the diplomatic corps to either rent or sell to them some of these apartments, and already we have 
made arrangements that the first apartments we have vacant will be rented and the money received will 
be returned to the U. 8. Government, either to reduce the operating expenses of the project, or it will go into 
miscellaneous receipts, whichever the Congress decides to do. 

Mrs. St. Georce. As of today I do not see any ground for expecting that to go on forever. I can foresee 
when this whole installation will be just a shell. 


‘ 


Mr. WoLre. If the capital of Germany moves to Berlin, I see no difficulty whatsoever in disposing of 
this project, and I might say this is one of our thoughts. Suppose 5 years from now we do move to Berlin 
How best to protect ourselves? Take the title in the U. 8. Government, and if you move to Berlin dispose 
of the projeet and have funds available to construct, or whatever is necessary, in Berlin. 
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The subcommittee feels that some alternative could have been found 
preferable to this tremendous and costly undertaking until the Ger- 
man and European situations generally had been clarified and the 
extent of our future operations m Germany more accurately predicted. 

It concludes that while some housing for American personnel in the 
Bonn-Bad Godesberg area was necessary it is clear that an excessive 
amount of building was undertaken. 


Did HICOG have the legal authority to undertake any of this construction? 

A major question at issue in this matter is whether HICOG was 
justified under legislation existing at the time to proceed with this 
construction project. 

The purchase of land and the construction of public buildings by 
United States Government agencies has been historically cireum- 
scribed by legislation designed to subject such activities to rigorous 
control by the Congress. For example, section 3736 of the Revised 
Statutes (41 U.S. C. 14) prohibits the purchase of land for the account 
of the United States except under a law authorizing such purchase, 
and section 3734 (40 U.S. C. 259) provides that no money shall be 
paid for the purchase of any site for a public building in excess of 
the amount specifically appropriated therefor. Further, the Foreign 
Service Buildings Act of 1926 (22 U. S. C. 292), as amended, has 
been the legislative vehicle empowering the Secretary of State to 
acquire sites and buildings in foreign countries for use of the diplo- 
matic and consular cblailidionente of the United States, either alone 
or jointly with other agencies of the Umted States. Further, the 
Congress, beginning with the appropriation act of July 25, 1946 
(60 Stat. 666 C. 643) has recognized the necessity of utilizing foreign 
credits owned by or owed to the United States and has each year 
provided appropriations to be used under the authority of the Foreign 
Service Buildings Act, as amended, to. cover the expenditure of such 
foreign credits for projects specifically identified by the executive 
branch and specifically authorized by the Congress. 

The Bonn-Bad Godesberg project, however, originally was under- 
taken with reliance placed not upon the Foreign Service Buildings 
Act as such, but upon general broad language found in Public Law 
759, 8lst Congress, the General Appropriation Act, 1951. Chapter 
XI, title III, of this act (64 Stat. 761) appropriated $27 million for 
expenses—- 

* * * necessary to meet the responsibilities and obligations of the United States 


in connection with the government, occupation, and control of occupied areas of 
Germany * * * 


The act also reads: 


Provided further, That the Department of State is authorized to utilize for carrying 
out the purposes of this appropriation, including unforeseen contingencies, without 
dollar reimbursement from this or any other appropriation * * * currencies 
otherwise deposited in Germany by the Federal Republic of Germany and which 
become available for use of the Government of the United States, its representa- 
tives or agencies in Germany, in such quantities and under such terms and condi- 
tions as may be determined by the Secretary of State after consultation with the 
Administrator for Economic Cooperation. 


This section of the act covered currencies in the GARIOA special 
account. 

The High Commissioner’s Office in proceeding with the construction 
project apparently relied on an opinion of Mr. S. Houston Lay, 
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Assistant to the General Counsel, HICOG, as set forth in a memo. 
randum to Mr. Glenn G. Wolfe, Executive Director of HICOG. 
Mr. T. S. Hannaman, Chief of the I zgal Advice Section for HICOG. 
concurred in the opinion. While the memorandum was dated De. 
cember 6, 1950, 5 days after the Department of State had given 
approval to the project, there was testimony that Mr. Wolfe and Mr. 
Lay had discussed the question of legal authority for some time before 
that. 
In this memorandum Mr. Lay stated that— 

the question of availability of the counterpart funds for the purposes indicated 
is novel and no exact precedent is known. 


~~ 


Then, relying solely on the broad language of Public Law 759 he 
concluded: 

In this instance we have express statutory authorization to utilize the counter. 
part funds specified in the appropriation language for carrying out the purposes 
of the appropriation which purposes are, as above noted * * * the government. 
occupation, and control of occupied areas of Germany. 

This one opinion which frankly stated that the question was novel 
and that no exact precedent was known appears to have been the sole 
basis on which HICOG justified its authority for undertaking the 
construction project. 

Under the circumstances the subcommittee is at a loss to under- 
stand why, on the one hand, HICOG did not seek the concurrence of 
the Department of State in regard to the legal issues involved, nor 
can it understand, on the other hand, why the Department of State 
which had ultimate responsibility for this project failed to secure a 
formal legal opinion from its legal division in Washington when it was 
asked by HICOG to give approval to the project. Questioned on 
this point Mr. Lay testified: 

I have searched very diligently in the Department records to determine if a 
formal written opinion on the question was sought, and I have not found an 
record of it. I had assumed that there was and there may have been, but | 
cannot locate any record of such a study having been made, that is, in the 
Department. 

Legal counsel for the Department when the situation was under 
investigation took the position that it relied on the first proviso of 
Public Law 759 which states that provisions of other laws applicable to 
the Department of State shall be available for application to expendi- 
tures made from moneys appropriated under Public Law 759 and that 
therefore the expenditure of GARIOA funds was also legally justifiabl 
under the authority of the Foreign Service Buildings Act. The sub- 
committee is of the opinion that this is an illogical and strained inter- 
pretation of the first proviso of Public Law 759. In a separate section 
of Public Law 759 Congress for the fiscal year 1950-51 had appro- 
priated $6,500,000 for the worldwide foreign buildings operations of the 
Department of State. To be consistent the Department would have 
to say that in addition to the GARIOA counterpart funds it could 
have used, as well, the $27 million appropriated by the act for the use 
of the Department of State in Germany. In any case, it is clear from 
the record, that the original justification was based on the broad word- 
ing of Public Law 759 alone. Mr. Lay in his memorandum of Decem- 
ber 6, 1950, after expressing the opinion that the broad language of 
Public Law 759 was adequate authority made a specific point of this 
by stating: 
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This authority would appear to be separate and distinct from the authority 
contained in the Foreign Service Buildings Act of 1926, as amended * * *., 

In view of the broad language of title III of Public Law 759 the 
question becomes one of interpretation of what Congress meant when 
the act was passed. Nowhere in the act is specific authorization given 
to the Department of State to spend either dollars of deutschemarks 
for a construction project of this nature. Some light is shed on the 
matter, however, by Senate report No. 1371 of the Committee on 
Foreign Relations on Senate bill 3304, which was a bill to amend the 
Economic Cooperation Act of 1948, as amended, and to authorize 
funds for the fiscal year 1950-51. One section of the report put in 
clear focus the intention of the Congress concerning the specific 
purposes for which GARIOA funds were to be used. It reads as 
follows: 

Section 105 (b) of 8S. 3304, contains two provisions that are extremely impor- 
tant to the full protection of American interests in Germany. The first provision 
gives the President authority to use ECA funds allocated for assistance to Ger- 
many ‘‘to meet the responsibilities * * * of the United States in connection with 
the rehabilitation of occupied areas in Germany” including action essential “to 
prevent starvation, disease, or unrest * * *.” This means in fact that if an 
emergency arises (for example, one comparable to the blockade of Berlin), the 
President can divert ECA dollars to meet tt. 

The second important provision of section 105 authorizes the Secretary of 
State and the Administrator to agree upon the amounts of counterpart which 
the German Federa! Republic will deposit in the GARIOA special account. This 
is the natural complementary provision to that described above. Jt enables 
this Government to use deutschemarks deposited as counterpart to meet ‘‘reorienta- 
tion” expenses in Germany and any emergency such as that described above when 
local currency rather than dollars can be used. 

The United States as one of the occupying powers needs maximum latitude in 
dealing with situations which may arise in Germany. The President has had 
such latitude in the past under approriations of funds for use by our military 
government and the provisions contained in this bill will continue that authority 
during the period of civilian administration. The very fact that the United States 
would be able to move quickly and decisively to meet contingencies which might 
arise may in and of itself serve to prevent the contingencies from arising. The 
committee expects, of course, that if any diversion of ECA funds or counterpart 
funds is made, there will be a full and complete accounting of such activities. 
[Emphasis supplied.] 

Witnesses for HICOG and the Department of State were asked 
accordingly whether in their judgment the construction of an American 
development in the Bonn-Bad Godesberg area was an emergency 
comparable to the blockade of Berlin. Mr. Lay said that it certainly 
had not been a comparable emergency. Mr. Wolfe regarded it as a 
political emergency. The subcommittee believes it was not an emer- 
gency at all and that the considerations which demanded immediate 
action by the executive agencies involved to meet the Berlin blockade 
do not apply to the move to Bonn. 

It is not the intention of the subcommittee in this report to debate 
or attempt to settle the legal issues involved. Suffice it to say that 
the General Accounting Office represented by Mr. Welsh, Assistant 
General Counsel, seriously questioned the legality of using GARIOA 
funds without a specific appropriation for such a purpose and con- 
cluded by stating: 


In my opinion, however, I think it is safe to say that had the matter been 
submitted to the Comptroller General in advance the decision would have been 
that the proposed expenditures were of too great magnitude and too doubtful 
validity to authorize in the absence of specific congressional approval. 
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The subcommittee concluded that at best it is doubtful whether 
under existing legislation, HICOG had the legal authority to under- 
take this construction using funds from the GARIOA account. 


Should the Department of State hare sought and obtained specific con- 
gressional approval before proceeding with the project? 


The subcommittee was unable to understand why the Department 
of State did not seek the prior approval of Congress or at least the 
opinion of the Comptroller General before proceeding with the project. 
As Mr. Welsh further testified: 


* * * T would like to point out that HICOG’s own legal staff recognized 
prior to the commencement of the project that the question of availability 
the counterpart funds for the project was novel and without exact precedent 
and that ordinarily when this situation exists with respect to proposed expend 
tures of the magnitude here involved it is considered by administrative officers 
in the executive branch of the Government as requiring either presentation to 
the Congress or to the Comptroller General. 

Witnesses for HICOG and the Department of State gave two prin- 
cipal reasons for not doing so, viz, they thought they had legal author- 
ity as indicated above and the nec essity of moving quickly would have 
made it impossible to take the time to go through the usual procedures 
of getting the approval of the Bureau of the Budget and the Congress 

This second reason however appears to be contradicted by a memo- 
randum by Mr. Wolfe dated November 14, 1950, to Mr. McCloy, 
the United States High Commissioner, summarizing the meeting of 
HICOG officials on November 8, 1950, at which the proposed move 
was discussed. In this memorandum Mr. Wolfe’s views were quoted 
as follows: 

* * * Mr. Wolfe pointed out the total worldwide FBO budget this year was 
only $2% million and that he doubted whether an approach to Congress for addi- 
tional funds for building at Bonn would be favorably considered. 

Mr. Wolfe in testimony disclaimed this statement as being in error 
and explained that the memorandum had been prepared and distrib- 
uted by his deputy without his signature during his absence from 
Frankfurt. This, however, was apparently the only statement in 
error in the memorandum. Mr. Wolfe contended that his actual 
position at the November 8 meeting had been that the move to Bonn 
was so urgent there would have been insufficient time to secure con- 
gI ressional | approbation. The memorandum, however, was not cor- 
rected for the record and was later printed unchanged i in a published 
booklet issued by HICOG under Mr. Wolfe’s direction along with 
other documents reviewing the entire construction project. 

The subcommittee was not impressed by the contention that the 
move was so urgent that there would not have been time for the 
Department of State to seek a deficiency appropriation under the 
Foreign Service Buildings Act or approval under Public Law 759. 
Nor was the subcommittee impressed by the argument which was 
advanced during the hearings that the project could have been financed 
as a charge against occupation costs without criticism. Something 
more than merely a choice of method of finance is involved here 
This situation must be viewed in the wider perspective of the balance 
of power between Congress and executive agencies. Congressional 
control of such agencies ‘through enabling and appropriating legislation 
is of crucial importance in maintaining that balance. Whether 
dollars or foreign currencies are involved, the free expenditure of funds 
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by operating agencies without consultation with (and if Mr. Wolfe’s 
memorandum of November 14, 1950, is taken at face value, in avoid- 
ance of) Congress can lead only to the gradual destruction of that 
balance of power. ‘The subcommittee concluded that the Department 
of State should have sought and obtained specific congressional 
approval before proceeding with the project. 


Was value received for the moneys spent? 

Having dealt with the question of the need for so expansive an 
undertaking, some comments about the relative cost of this project 
are inorder. This was an expensive project costing the deutschemark 
equivalent of approximately $28 million. The cost of the land alone 
was the deutschemark equivalent of $1,110,600 which meant that 
the 137.6 acres provided for the project averaged more than $8,000 
per acre. The housing development for American personnel cost 
approximately the equivalent of $16 million. This included the 
High Commissioner’s residence, five houses for top-ranking United 
States officials, the apartment buildings for Americans and miscel- 
laneous buildings in the apartment area. 

The High Commissioner’s residence cost the equivalent of $240,000 
to purchase, rehabilitate, and furnish. The High Commissioner has 
heavy official and social responsibilities which demand some latitude 
in the selection of his home and the subcommittee offers no criticism 
in this regard. These considerations do not apply, however, in the 
same degree to the residences of the other five officials. By titles 
these officials are: 


The Deputy High Commissioner, HICOG 

The Executive Director, HICOG 

The Chief of the MSA Special Mission to Germany 
The Director of the Office of Political Affairs, HICOG 
The Assistant High Commissionér, HICOG 


The total cost of the residences for these officials including land 
acquisition, was the equivalent of $760,000. The least expensive 
cost the equivalent of approximately $115,000 and the most expen- 
sive $227,000. All of the houses were provided with furniture 
specially imported from England using GARIOA funds to the extent 
of deutschemark equivalent of $126,000 for the purchase of the 
necessary foreign exchange. The unfortunate fact of the matter, 
however, is that these residences as actually constructed fall far 
short of what might be expected for the amounts of money spent on 
them. A careful examination of the plans and photographs of the 
houses, supplemented by an on-the-spot inspection by two members 
of the subeommittee, fails to reveal how the United States received 
commensurate value for the more than three-quarters of a million 
dollars’ worth of deutschemarks which were expended on these five 
residences. 

The principal focus of the subcommittee’s attention, however, was 
on the 458 apartment units provided for all other American personnel 
at the cost of the equivalent of $21,000 per unit for construction plus 
$5,000 per unit for furnishings. These unit costs were high. In this 
regard, reference should be made to findings of the Special Subecom- 
mittee of the Committee on Government Operations investigating the 
German consulate-America house program. Information concerning 
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unit costs in the United States was reported as follows in House 
Report No. 168 dated March 17, 1953: 

At the request of the subcommittee, the Division of Housing Research of the 
Housing and Home Finance Agency analyzed the plans for these apartment build. 
ings and compared their costs and designs with apartment buildings recently 
erected in the Washington area and other regions of the United States. The 
Director of the Division of Housing Research testified that three modern air. 
conditioned apartment buildings in Washington were recently built at an apart. 
ment unit cost of $9,400 to $9,800. These apartments range in rental from $115 
for a 1-bedroom apartment te '$200 for a 3-bedroom apartment. 

The unit costs of almost 100 apartment buildings erected in the Washingto, 
metropolitan area since the end of World War II were also analyzed by the Division 
of Housing Research. 

It was found that the cost per apartment ranged from $7,200 to a maximum 
of $10,000. 

At the request of the Bureau of the Budget, the Division of Housing Research 
recently made a study of housing-design standards for construction of housing by 
Federal agencies for civilian and military personnel. These standards will be used 
by the Bureau of the Budget as a guide to the minimum and maximum space 
requirements in houses and apartments constructed by such agencies of the 
Government as the Army, Navy, and Public Health Service for their employees 
within the continental United States. The maximum cost recommended for 
apartments by the Division of Housing Research is $10,700. 


All of the furnishings for the apartments for American personnel 
were manufactured in West Germany. The $5,000 average cost 
provided for the most complete furnishings available. Each 4- 
bedroom apartment, for example, in addition to the usual appoint- 
ments, was provided with 2 flower boxes, 1 wall clock, 1 meat hammer, 
one 9 inch ham slicer (carving knife), two 8 inch ham slicers; a dozen 
each of water, beer, champagne, cocktail, liqueur, white wine, red 
wine, and sweet wine glasses. 

In the face of the foregoing facts, it is difficult to avoid the conclusion 
that with the exception of the residence for the High Commissioner 
the housing built for occupancy by American personnel was con- 
structed and furnished with a notable disregard for price considera- 
tions. 

Now that the project is completed and the funds have been spent 
the question, of course, is whether we will suffer any further losses. 
That is difficult to answer at this time and was even more difficult in 
1950. Bonn is historically a small university town. The Bonn-Bad 

Godesberg project will remain a sound investment only as long as the 
West German capital remains at Bonn. The value of this construc- 
tion may decrease tremendously if the seat of government should be 
moved elsewhere. In view of its proximity to Cologne, there is, of 
course, the possibjlity that the housing construction could be sold for 
use by Germans Having their business in Cologne. The subcommittee 
was advised, as has been indicated previously, that Mr. McCloy had 
received assurances from the German party in power and from the 
opposition party that the capital would not be retransferred for at 
least 5 years. Thére was also testimony that as long as the capital is 
in Bonn any apartments vacated through a decrease in American 
personnel could be rented to representatives of other nations. In the 
meantime HICOG estimated that based on staffing figures as of 
December 22, 1952, there would be an annual net saving of some 

$650,000 a year in quarters and other allowances for American per- 
sonnel. Only time will tell whether the cost of the project will be 
balanced by these expected savings. As has been pointed out earlier, 
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however, some apartments are already being declared in excess of 
United States needs. Even though it may eventually be possible to 
recoup some of the money expended on this project, the subcommittee 
concludes that its cost was exorbitant. 

Was the scale of the project justified? 

Leaving aside the fact that the land acquired for this project totaled 
137.6 acres and that the 5 residences referred to earlier were each 
allotted over an acre of ground, there appear to be ample reasons for 
questioning the generous scale on which this project was conceived 
and executed. The subcommittee’s attention in this regard was 
drawn specifically to the size of the individual apartments provided 
in the multiple-dwelling units for American personnel. Bachelor 1- 
bedroom apartments range from a low of 670 square feet to a high of 
1,073 square feet. Family 2-bedroom apartments range from 1,328 
square feet to 1,340 square feet; 3-bedroom apartments from 1,560 
square feet to 1,643 square feet; and 4-bedroom apartments from 
2,360 square feet to 2,400.3 square feet. A comparison of these figures 
with figures evolved by the Housing and Home Finance Agency and 
issued by the Bureau of the Budget on June 22, 1953, under the title 
“Design standards for construction of permanent family housing for 
Federal personnel” affords a sharp illustration of the generous scale 
of the HICOG construction. 


Minimum and maximum floor areas per apartment dwelling unit 


[Square foot net areas] 


Number of bedrooms 


1 bedroom | 2 bedroom 3 bedroom 4 bedroom 


| | : | 
Mini- Maxi- | Mini- Maxi- Mini- | Maxi- Mini- Maxi- 
mum | mum mum mum mum | mum mum mum 


| | 
Bareau of Budget standards 535 650 | 685 825 7é ‘ 1,070 1, 150.0 
HICOG construction Amer- } | 
ican housing 670 1, 073 1, 328 1,340 1,560 | 1,643 2, 360 2, 400.3 


It is clear from the above tabulation that for each category of unit 
the smallest HICOG apartment is larger than the maximum set forth 
by the standards issued by the Bureau of the Budget. In the case of 
the four-bedroom apartment figures, the smallest constructed by 
HICOG is more than twice the size of the maximum allowable under 
these standards. In addition, a disproportionate amount of space 
was devoted to stairways, halls, maids rooms, and other similar areas. 
In summary, the apartment units provided for American personnel 
were large in comparison not only with the units provided for German 
personnel but also with apartment construction in the United States. 
The standards, as set forth by the Bureau of the Budget document, 
were prepared in— 
an attempt to outline certain minimum and maximum basic planning principles 
below which permanent housing should not be constructed, and above which 
Federal funds need not be invested to provide adequate housing. 

It further indicates that although intended for family housing within 
the continental United States the standards should also be applied 
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wherever practicable to construction outside the United States. [yp 
the interests of fairness, it must be pointed out that the design stand- 
ards referred to above were not available in their present form at the 
time the HICOG construction was undertaken. Nor were there, 
prior to the issuance of this document, any overall standards for 
construction of housing developments for Federal employees in the 
United States and abroad. Nevertheless, they give a graphic indica- 
tion of the extensive scale which characterized the HICOG con- 
struction. 

HICOG and State Department officials attempted to justify the 
scale of the apartment construction and the completeness of the 
furnishings on the grounds that (a) all employees down to the lowest 
paid clerk need adequate housing for entertainment purposes as 
part of their representative function and (6) better than average 
quarters are an important factor in attracting and holding good 
United States personnel. An additional argument made in — 
fication of the furnishings was that all breakage must be paid for by 
the occupants. While “these arguments may have some merit in 
abstract terms, the subcommittee is not convinced that in this case 
they are of sufficient weight to make the scale of this project defensible 

There was general agreement, moreover, among HICOG and De- 
partment of State witnesses that in this project the basic minimums 
in terms of economy, space and furnishings had not been observed. 

An important aspect of this matter is the effect a program of this 
kind would have on American relations with the Germans. HICOG 
and State Department officials strongly denied that the compound- 
type housing development with its faultless and complete accouter- 
ments created any resentment among the German people. Articles 
appearing in German newspapers and some statements of German 
officials were produced, praising the project. Further, there was 
testimony that many of the recreational facilities and some shops 
are available under certain conditions to German citizens. On the 
other hand, considerable information to the contrary was obtained 
by the sube committee from German sources. 

The subcommittee was unable to conduct a poll of the situation, 
It feels, however, that an extravagant project could have the adverse 
effect of creating a certain degree of hostility in some segments of a 
foreign populace particularly where the mass of the people have been 
living in abject circumstances for many years. Certainly the advan- 
tages of a democracy can be portrayed without undue ostentation. 
Fortunately, as indicated in the addendum to this report this com- 
pound living will be somewhat relieved shortly when German personne! 
occupy some of the apartments at Bad Godesberg. The subcommittee 
concluded that the housing project (with the ligh Commissioner's 
residence excluded from consideration) was constructed and furnished 
on a scale considerably beyond the necessary and adequate needs of 
American personnel. 


Did the State Department exercise sufficient control over the project? 
The autonomous nature of the HICOG move to Bonn is emphasized 

by the fact that little or no effort was made to secure the advice and 

guidance of the Foreign Buildings Operations of the Department 0! 
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State which was organized to exercise supervision over foreign con- 
struction projects of the Department. To handle its responsibilities, 

FBO maintains in Washington and abroad some 80 technical 
administrative employees and in addition secures, when necessary, 
the services of private professional architects and engineers. The 
reason for the existence of FBO is to insure coordination of effect as to 
architectural and engineering standards; budgetary, accounting and 
statutory controls, and space criteria in the interest of economy and 
efficiency. 

There is evidence that Mr. Frederick Larkin, former head of the 
FBO, was in the Frankfurt-Bonn area from October 22 through 
October 28, 1950, in connection with the long range consular building 
program. Incidental to that visit Mr. Larkin consulted with HICOG 
officials concerning the proposed move to Bonn and apparently did 
look at prospective sites. As far as could be determined, this repre- 
sented the full extent of FBO’s active participation in the project. 
It was not called upon to approve specific engineering plans in ad- 
vance and did not supervise the construction. In a cable sent from 
HICOG to the State Department dated November 21, 1950, request- 
ing the Department’s approval, the policy issues involved as well as 
a summary of construction proposed were discussed, but no request 
was made for FBO help. In its responding cable approving the gen- 
eral plan dated December 1, 1950, no mention was made by the +f 
partment of State of FBO participation. By cable of December 2 
1950, HICOG advised the Department of State it would proceed cn 
plans to acquire needed property in the Bonn area and would forward 
detailed data after the sales had been consummated, together with 
plans and contracts for housing and related projects as concluded. 
By a later cable of December 22, concurred in by FBO, the State De- 
partment authorized HICOG only to negotiate for purchase of sites 
for residence properties and other construction. It requested that 
firm offers and estimates be first submitted for Department consider- 
ation. No other written record was located clarifying this confusion 
as to the extent of HICOG’s authority to independently proceed with 
the project. 

Mr. Leland W. King, testifying as Director of the Foreign Build- 
ings Operations Office, said that it was his understanding that all 
operations of HICOG had been decentralized to a point where the 
FBO was excluded from this construction project. No documentary 
evidence other than the cables referred to above were produced in- 
dicating why FBO was not utilized to supervise the project, but 
there is no question but that HICOG with the Department’s approval 
did go ahead with the project without the active assistance or control 
of FBO. 

While it is now impossible to say with accuracy what differences in 
type of construction and cost would have resulted if FBO had actively 
participated in the project, it is the feeling of the subcommittee that 
some savings in deutschemarks and in size would have resulted. 
There is no question that in principle a project of such magnitude 
should have been subject to the usual controls of the office experienced, 
staffed, and normally responsible for such operations. 
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CoNCLUDING STATEMENT 


In connection with its examination of the use of GARIOA funds 
to finance this project, the subcommittee sought to determine whether 
the language of section 1415 of Public Law 547, referred to hereto- 
fore, is sufficiently inclusive to be applicable to the expenditure of 
GARIOA funds for United States-owned projects as distinguished 
from projects for the primary benefit of the German economy. As 
indicated, section 1415 calls for full disclosure to the Congress of the 
uses to be made of “foreign credits owed to or owned by the United 
States Treasury.” GARIOA funds while under the control of the 
United States High Commissioner are initially deposited in the name 
of the Federal Republic of Germany. The chairman, however, re- 
ceived the following letter of reassurance on this issue from IE 
Murphy, Comptroller, Office of the Director for Mutual Security: 

EXECUTIVE OFFICE OF THE PRESIDENT, 
OFFICE OF THE DrrEecToR FoR Murua Security, 
Washington 25, D. C., July 11, 1952, 
The Honorable Cuartes B. BRownson, 
House Government Operations Committee, 
House of Representatives. 

My Dear Mr. Brownson: Your staff has consulted me as to the desirability 
of ame nding section 1415 of the Supplemental Appropriation Act of 1953 (P ublio 
Law 547, 82d Cong., 2d sess.) in such manner as to make its provisions applica! 
to the GARIOA special account. As I understand it, the purpose intended was to 
prevent a recurrence of the use of the deutschemarks in the account for United 
States Government purposes, as distinct from the purposes beneficial to the Ger- 
man economy, without payment for the deutschemarks being made from appro- 
priated funds. This is to confirm my verbal advice to the effect that such an 
amendment is unnecessary for the purpose intended. 

Before any of the deutschemarks in the GARIOA special account could be used 
for United States Government purposes, they must first be transferred to an ac- 
count of a United States disbursing officer, Automatically upon such transfer, 
they would become subject to the provisions of section 1415 of the above act, and 
in the absence of a specific legislative exemption from the provisions of that sec- 
tion, they could not be used by any agency of the United States Government with- 
out a corresponding deposit of appropriated dollars into miscellaneous receipts of 
the United States Treasury. 

Under the circumstances, it seems that the objective of the committee has been 
met without the need for further legislation. 

Sincerely yours, 
J. E. Murpuy, Comptroller 

Further, the subcommittee was also informed by Mr. Murphy by 
subsequent letter of July 14, 1953, that in the future GARIOA funds 
will be available solely “for projects of benefit to the Germany economy 
and the city of Berlin.” 

The subcommittee hopes that this project in the Bonn-Bad Goesberg 
area is not typical of the ways and methods by which United States 
owned foreign currencies have been or are being expended by the 
executive branch in other parts of the world. It is confident that 
through the application of section 1415 of Public Law 547, Congress 
is now in a position to examine better the uses to which such moneys 
will be put. As a matter of record Congress during the 1st session of 
the 83d Congress did apply the restrictions of section 1415 of Public 
Law 547 through Public Law 207 which among other things made 
supplemental appropriation for the fiscal year ending June 30, 1954 
Section 1313 of Public Law 207 reads in part as follows 
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Sec. 1313. Pursuant to section 1415 of the Act of July 15, 1952 (66 Stat. 662), 
) foreign credits (including currencies) owed to or owned by the United States may 
be used by Federal agencies for any purpose for which appropriations are made 
for the current fiscal year (including the carrying out of Acts requiring or author- 
izing the use of such credits), only when reimbursement therefor is made to the 
Treasury from the applicable appropriations of the agency concerned. 

The Congress should follow closely the degree of compliance by the 
executive branch with the provisions of section 1415 of Public Law 
547 and supplemental legislation such as section 313 of Public Law 
207. The subcommittee intends to continue its inquiry into such 
expenditures in other areas. Only through such congressional in- 
terest will appropriate curbs be placed upon activities such as those 
to which this report has been devoted. 


ADDENDUM 


There has been a recent development concerning the Bonn-Bad 
Godesberg housing project which the subcommittee feels should be 
mentioned in this report. Reductions planned in the personnel com- 
plement of the High Commissioner’s Office in Germany will result, 
over & period of time in a surplus of apartment units in the Bad 
Godesberg housing project for American personnel. At the same time 
there is a shortage of housing for United States personnel stationed 
elsewhere in Germany. This latter need, according to the Depart- 
ment of State’s plans, was to have been filled partly by new construc- 
tion in the various locations where the shortage existed. With the 
prospective development of excess housing in Bad Godesberg, how- 
ever, and particularly in view of the fact that the Federal Republic 
of Germany is faced with a housing shortage for its personnel located 
in the Bonn area, an agreement has been negotiated with the Federal 
Republic of Germany whereby German personnel will occupy certain 
of the surplus units in the United- States apartment buildings in 
return for which the German Government will supply, either in 
existing buildings or through new construction undertaken at its 
expense, a comparable amount of housing for United States personnel 
in certain of those areas of Germany where additional United States 
construction had been planned. 

A copy of this agreement, signed by the United States and the 
Federal Republic of Germany on December 31, 1953, will be included 
with the report of this subcommittee’s review of the new construction 
planned by the Department of State in Germany which will be spe- 
cifically affected by this new arrangement. (See the forthcoming 
intermediate report of the Government Operations Committee, con- 
cerning the German Consulate-America House Program.) 

In its application to the Bonn project, the agreement provides, in 
brief, that the exchange will be on a dwelling unit for dwelling unit 
basis. Ownership of the dwellings will remain in the parties providing 
the respective units who will continue to be responsible for their opera- 
tion and maintenance. Twenty-five units will be exchanged within 
30 days after the date of the agreement. ‘Twenty-five will be ex- 
changed as soon as possible thereafter and the balance of 50 units will 
be exchanged on or before January 1, 1955. Units offered must receive 
the approval of the receiving party. 
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The agreement is not rigid and provides that the total number 0; 
dwelling units will be equated as of January 1, 1955, in the event ecithe; 
party finds it impossible to make available to the other the intended 
100 units by that date. Further, it insures that apartment units wijj 
be made available to the German Government only as they are vacate 
by American personnel. 

The agreement runs for a term of 5 years beginning January 1, 1954 
and ending December 31, 1958, and is renew able for a further period to 
be agreed on if the parties agree in writing to such a renewal prior to 
its expiration. It is also agreed that in the event of the removal of 
the Capital of Germany from Bonn or in the event that the United 
States decides to dispose of the apartment project, either party may 
terminate the agreement upon giving notice to the other at least § 
months in advance. 

Although the subcommittee has not had the opportunity to study 
this contract exhaustively, on the basis of information presently avail- 
able the arrangement appears to be in the best interests of the United 
States at this time on the following grounds: 

From the standpoint of economy, preliminary estimates by the 
Department of State anticipate a net saving of the deutschemark 
equivalent of slightly in excess of $1 million chiefly as a result of 
leasened need for new construction. 

From the standpoint of procedure and control, the Office of 
ented Buildings Operations of the Department of State was directly 
consulted and will exercise overall supervision and control of the execu- 
tion of the agreement. Moreover, the entire detail of the plan was 
presented to the General Accounting Office for comment before the 
agreement was signed. 

3. Finally, from the standpoint of United States relations with the 
German people, the subcommittee notes with approval that an effort 
is being made to make the Bonn project less of an American compound 


by distributing the units to be made available for German occupancy 


throughout the project. This avoidance of a ‘German section” and 
an “American section” should provide for easier and more cordial asso- 
ciation of Americans and Germans and is, the subcommittee feels, a 
commendable step. 
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ADDITIONAL VIEWS OF CLARE E. HOFFMAN 


A Special Subcommittee on German Consulate-America House 
Program was appointed by ne, as chairman of the Committee on 
Government Operations, on February 9, 1953. 

The purpose of that special subcommittee was to develop informa- 
tion on the housing program being constructed under the auspices of 
the State Department in Germany, with a view to determining its 
necessity, propriety, and whether its curtailment was in order. 

Hon. William E. Miller was appointed chairman of that special 
subcommittee, and Hon. Charles B. Brownson, chairman of the sub- 
committee submitting the instant report, was one of the members. 

The special subcommittee held hearings on February 17, 1953, and 
submitted a report.2, Mr. Brownson attended that hearing and par- 
ticipated in the questioning of the witnesses whose testimony dis- 
closed the “‘plush”’ aspects of the State Department housing program 
in Germany. 

The hearings held by the Brownson subcommittee disclose little, 
either as to facts, conclusions, or recommendations, that was not told, 
referred to, and recommended by the Miller subcommittee, except as 
the Brownson subcommittee went into other situations; that is, the 
construction of buildings in other locations. 

Apparently the only difference in the instant report and the Miller 
subcommittee report is in the time and place of the subject matter, 
as both reports deal with the same class of wasteful, luxurious con- 
struction of the housing program. The conclusions and recom- 
mendations are the same—that Government housing in Germany for 
our State Department employees is ‘‘plush.”’ 

The special subcommittee which I appointed—a prerogative now 
denied me as chairman*—produced the same results a year ago. 

The Miller report recommended: 

It is the recommendation of the subcommittee that all future construction 
programs be subjected to the normal procedure of review in detail by the Bureau 


of the Budget and by the Congress whether the program is financed with non- 
appropriated funds or local currencies.‘ 


The instant report of the Brownson subcommittee recommends: 


1. The Department of State should require that any construction carried out 
inder its auspices abroad be under the direct and complete supervision and control 
of the Office for Foreign Buildings Operations. 

2. Future overseas housing construction by the Department of State should 
conform, as far as practicable, to the design standards which have been established 
recently by the Bureau of the Budget for the construction of permanent family 
housing for Federal personnel. 

3. The Congress should keep a careful check upon the compliance by executive 
agencies with section 1415 of Public Law 547, 82d Congress, Supplemental 


Legislative Calendar, Committee on Government Operations, rule 3. 
2H. Rept. No. 168, 83d Cong., Ist sess. 
‘ Legislative Calendar, Committee on Government Operations, p. 8, resolution of July 15, 1953 
‘H. Rept. No, 168, 83d Cong., Ist sess., p. 7. 
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Appropriation Act, 1953 (effective June 30, 1953), which provides that foreiy; 
credits owed to or owned by the United States Treasury cannot be spent by 
executive agencies unless provision has been made for such expenditure in agp. 
propriation acts. Moreover, Congress should be prepared to enact supp) 
mentary legislation in the event the language of section 1415 is not effective j, 
bringing under congressional scrutiny all United States Government expenditures 
of foreign currencies.5 





Just how many, if any, additional investigations will be required by 
congressional committees before the situation is corrected seems still 
to be uncertain. The writer is of the opinion that as beneficial g 
result could have been obtained, without the additional expense, if 
the situation was forcefully called to the attention of the responsible 
individuals in the Department of State. 


§ Report, p. 2. 
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APPENDIXES 


APPENDIX A 
Tue BonN-Bap GopESBERG AREA CONSTRUCTION PROGRAM 
CHRONOLOGY OF EVENTS 


November 3, 1949: Bundestag voted that Bonn would be the capital of the 
Federal Republic. 

February 28, 1950: A special committee recommended to United States High 
Commissioner John J. McCloy that existing plans for housing construction at 
Frankfurt be carried out and that no further consideration be given at that time 
to moving HICOG to Bonn. 

October 2, 1950: 420 furnished housing units were completed at Frankfurt 
and families began to move into the project. 

October 27, 1950: Mr. Glenn G. Wolfe, executive director, HICOG, by memo- 
randum suggested that the reasons which deferred the decision to move to Bonn 

February 1950 should be reconsidered in the light of intervening political and 
other events. 

October 22-28, 1950: Mr. Frederick Larkin, then Chief of the Foreign Building 
Operations, Department of State, in connection with other business, held discus- 
sions With officials of HICOG on the proposed Bonn move. 

October 28, 1950: Mr. Larkin advised the Department of the proposed move 
by cable stating it was expected that construction and furniture costs would be 
borne by other than FBO funds. 

November 8, 1950: Meeting of Mr. McCloy and other HICOG officials to 
discuss considerations involved in the proposed Bonn move. Mr. McCloy 
reserved final decision pending further study of the situation. 

November 14, 1950: Mr. Wolfe summarized the discussion of the November 8 
meeting in @ memorandum to Mr. McCloy. 

November 21, 1950: Mr. Wolfe wrote a memorandum for the record indicating 
that Mr. McCloy had determined that competent German, British, and French 
authorities had no objection to the proposed move and had instructed Mr. Wolfe 
to proceed according to plans outlined at the November 8 meeting. 

November 21, 1950: Cable No. 4271 from HICOG to the Department of 
State advising the Bonn move was being favorably considered, summarizing 
plans and asking for the Department’s reaction. 

December 1, 1950: Cable No. 3972 from the Department of State to HICOG 
approving the move to Bonn and indicating that the proposal had been discussed 
informally with the Bureau of the Budget and the Economie Cooperation Admin- 
istration. ECA concurred subject to the concurrence of the Office of the Special 
Representative in Paris. 

December 6, 1950: Memorandum from 8S. Houston Lay, of the Legal Advice 
Division, HICOG, to Mr. Wolfe, giving the opinion that HICOG had legal au- 
thority to use GARIOA funds for American construction. 

December 21, 1950: Cable No. 5207 from HICOG to the Department of State 
directed to the attention of Messrs. Kimball and King referring to a telephone 
conversation between Mr. Wolfe and Messrs. Kimball and King. HICOG ad- 
vised it would proceed with plans to obtain the necessary property in the Bonn 
area and would forward site layouts, prices, and other data when sales were con- 
cluded together with plans and contracts for American and German housing, 
commissary, PX, school, warehouse, chapel, and related buildings as they were 
coneluded. 

December 22, 1950: Cable No. 4461 from the Department of State to HICOG 
granting authority to negotiate for purchase of sites for residences, office buildings, 
apartments, and related buildings as had been discussed with Mr. Larkin. The 
Department asked that firm offers and estimates be submitted for consideration 
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and indicated that payments would be made from GARIOA funds previous, 
authorized for occupation housing purposes. (N.B.—The conflict over the degree 
of authority given HICOG as evidenced by cable 5207 and cable 4461 was appar. 
ently resolved in favor of granting blanket authority to HICOG. No written 
record was located to confirm this conclusion.) 

January 2, 1951: Mr. McCloy announced that HICOG would move from Frank. 
furt to the Bonn enclave. 

February 15, 1951: Ground broken for American apartment housing. 

November 1, 1951: Construction of apartments for American personnel 
pleted. 

November 5-29, 1951: Employees moved from Frankfurt to Bonn, 


TF 
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EUROPEAN COUNTERPART FUNDS 





25 


MN 
i) 
— 
oO 
Z 
23) 
oS 
< 
Ge 
> 
Ee 
& 
~ 
S 
Ss 
4 
mz 
b> 
[oo] 
N 
=) 
Z 
P 
me 
a 
I 
e 
< 
om 
a 
© 
fou} 
a 
fa 
< 
Z 
© 
Z 
fe 
o 
eo) 
n 


syeseyeyy r1Geyesis « 
swe Borg VOHPPUIOFUT + 
Sesuedx] enjesysnmpy > 

404 Aeg 04 SOItIS POU) 

Oy] 404 OPITy 105 9] 120g OAI4 


soyeys powur eu1 Ag 

peaoiddy sesr) 104 Auyuno>) 6uysodeg 
eu Ag jemespys ay 204 e1qeyery 5} 
gunorry jeieds ey) JO e210 $6 


Spoon eseyy poduyy YMA 

suasiy wosy Apseuiig POUIEIGO 5} 
yng Aven je207 eyy yuNoDy 
jereds yy uj sysodeg Asyunc> y>e3 





"2561 *6T unt 103Je pezYeZTTQO Spuny Joy quedsed OT 
uwyy SSeT OU 03 Se}eqS PEePTUQ 94 £q osn Oj poatoset 
uoT}aod ey} peseerout Z56T JO q0V AQTumoes Tenznyi oul tT 


sesnpppuedxg quer Of jenby 
syunowy U] seueLIND UMD 
ney pIOdeg oO] seujuNC> 
jusianey sysenbey YSW 


030M Ag POPOON se21UV05 
Pue spoon 281109 Peirejes 
s04 shUg SOURIS POHUT) OY) 


SIYOM LAVdaaILNNOD NVIdOUNA MOH 


SONM LYVde3aLINNOD NVvIWOSN 
Sh LCL ob cho 








Mi 


cul 
tal 
the 
U0) 
r 


nal 


col 
Co 
At 


on 


thi 


th: 





$3p CONGRESS ' HOUSE OF REPRESENTATIVES { REPORT 
1 No. 1388 


Lis essiom | 


CERTAIN CASES IN WHICH THE ATTORNEY GENERAL 
HAS SUSPENDED DEPORTATION 


Marca 24, 1954.—Committed to the Committee of the Whole House and 
ordered to be printed 


Mr. Grauam, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany 8. Con. Res. 60] 


The Committee on the Judiciary, to whom was referred the con- 
current resolution (S. Con. Res. 60) favoring the suspension of depor- 
tation of certain aliens, having considered the same, report favorably 
thereon with amendments and rec ommend that the concurrent resolu- 
tion do pass. 

The amendments are as follows: 

On page 2, line 13, after the number ‘‘A-4037830” strike out the 
name “Benndetti,” and substitute the name ‘Benedetti,’ 

On page 46, at the end of the bill, add the following names: 


\-6988016, Nicolaou, Kaliope Mosas nee Kaliope Nikolaos Karavokirou. 
A-6775542, Satyendra, Kudumalakunte Narasinagaro. 


PURPOSE OF THE CONCURRENT RESOLUTION 


The purpose of the concurrent resolution, as amended, is to record 
congressional approval in accordance with Public Law 863 of the 80th 
Congress of suspension of deportation in certain cases in which the 
Attorney General had suspended deportation for more than 6 months. 

The purpose of the first amendment is to correct the spelling of 
one name. 

The purpose of the second amendment is to include two names into 
the resolution. 

GENERAL INFORMATION 


Since 1940 and prior to July 1, 1948, the law provided in substance 
that the Attorney General may suspend deportation of certain aliens 
if he finds that such deportation would result in serious economic 
detriment to a citizen of the United States or legally resident alien who 
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is the spouse, parent, or minor child of such deportable aliens. Under 
the then existing law such suspension of deportation was subject to 
review by the Congress; but if within a designated period of time the 
Congress did not pass a concurrent resolution stating in substance 
that the Congress does not favor the suspension of deportation, the 
suspension was final, and the status of the alien involved was adjusted 
to that of a permanent resident. 

Public Law 863 of the 80th Congress (approved July 1, 1948), 
enlarged the classes of deportable aliens who were eligible &. suspen- 
sion of deportation by adding to the group of aliens eligible for sus- 
pension (a) certain aliens theretofore ineligible by reason of race, 
and (6) aliens who have resided continuously in the United States 
for 7 years or more and were residing in the United States on the 
effective date of the act. The proce .dure prescribed by the applicable 
law requires affirmative congressional approval in each case before 
the suspension of deportation becomes final and the status of the alien 
can be adjusted to that of a permanent resident. 

Included in the concurrent resolution are 931 cases. Nine hundred 
and twenty-seven of these cases included in the concurrent resolution 
were among 970 referred to the Congress during the months of 
February, March, and April of 1953. Of the 970 cases referred to 
the C ongress during February, March, and April 1953, 4 cases were 
withdrawn by the ‘Attorney General, 4 cases may be withdrawn by 
the Attorney General, 9 cases have been previously approved, and 
26 cases have been held for further study and investigation. 

Two cases included in this resolution were referred to the Congress 
in January of 1953 and now, after further study and investigation, 
are recommended for approval. 

The two cases included in the resolution by the amendment of the 
House Committee on the Judiciary, were referred to Congress on 
January 15, 1954. 

In each case which is recommended for approval, a careful check 
has been made to determine whether or not the alien (a) has met the 
requirements of the law, (6) is of good moral character, and (c) is 
possessed of strong equities which would warrant the suspension of 
deportation. 

The committee, after consideration of all the facts in each case 
referred to in the concurrent resolution, finds that the concurrent 
resolution, as amended, should be enacted and it accordingly recom- 
mends its enactment. 

O 





icabl 
efor 


alien 


mdred 
ution 











83p CONGRESS 
ad Session yi Se eee 


HOUSE OF REPRESENTATIVES REPORT 
\ No. 1389 


———— SS ____ ee 


5 gp IN WHICH THE ATTORNEY GENERAL 
CERTAIN C'S SUSPENDED DEPORTATION 


i 4954.—Committed to the Committee of the Whole House and ordered 
MaRcH ¢ to be printed 


ir. GRAHAM, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany S. Con. Res. 61] 


The Committee on the Judiciary, to whom was referred the con- 
current resolution (S. Con. Res. 61) favoring the suspension of de- 
portation of certain aliens, having considered the same, report favor- 
ably thereon without amendment and recommend that the concurrent 
resolution do pass. 


PURPOSE OF THE CONCURRENT RESOLUTION 


The purpose of the concurrent resolution is to record congressional 
approval in accordance with Public Law 863 of the 80th Congress of 
suspension of deportation in certain cases in which the Attorney 
General had suspended deportation for more than 6 months. 


GENERAL INFORMATION 


Since 1940 and prior to July 1, 1948, the law provided in substance 
that the Attorney General may suspend deportation of certain aliens 
if he finds that such deportation would result in serious economic 
detriment to a citizen of the United States or legally resident alien who 
is the spouse, parent, or minor child of such deportable aliens. Under 
the then existing law such suspension of deportation was subject. to 
review by the Congress; but if within a designated period of time the 
Congress did not pass a concurrent resolution stating in substance 
that the Congress does not favor the suspension of deportation, the 
suspension was final, and the status of the alien involved was adjusted 
to that of a permanent resident. 
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Public Law 863 of the 80th Congress 

enlareed the classes of deportable aliens w : 8 . 
: Ure iSs¢ pm rtable alien who were eligible for Suspensio 
of deportation by adding to the group of aliens eligible ine auemiedae 
a) certain aliens theretofore ineligible by reason suspension 
: . e y reason of race, and (6 
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Included in the concurrent resolution are 778 ca... Savant 

and seventy-seven of these cases included in the co scarce i d 
were among 832 referred to the Congress during the, omail a vee 
June, and July of 1953. Of the 832 cases referred { th we May, 
during May, June, and July, 1953, 3 cases were witht® be oe 
Attorney General, 3 cases may be withdrawn by the Attor®’™ PY the 
2 cases have been previously approved, and 47 cases have seneral, 
en held 


(approved July 1, 1948) 
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ctive date 


for further study and investigation. 

One case included in this resolution was referred to the Cong 
January of 1953 and now, after further study and investigatid./2 
recommended for approval. $ 

In each case which is recommended for approval, a careful check 
has been made to determine whether or not the alien (a) has met the 
requirements of the law, (6) is of good moral character, and (c) is 
possessed of strong equities which would warrant the suspension of 
deportation. 

The committee, after consideration of all the facts in each case 
referred to in the concurrent resclution, finds that the concurrent 
resolution should be enacted and it accordingly so recommends its 


enactment. 
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2d Session No. 1390 


VRS. ROMOLA NIJINSKY AND PAUL BOHUS-VILAGOSI 


Marcu 24, 1954.—Committed to the Committee of the Whole House and ordered 
to be printed 


Mr. GraHaM, from the Committee on the Judiciary, submitted the 
following 


REPORT 


(To accompany H. R. 675] 


The Committee on the Judiciary, to whom was referred the bill 
(H. R. 675) for the relief of Mrs. Romola Nijinsky, having considered 
the same, report favorably thereon with amendments and recommend 
that the bill, as amended, do pass. 

The amendments are as follows: 

Strike out all after the enacting clause and insert in lieu thereof the 
following: 

That, for the purposes of the Immigration and Nationality Act, Mrs. Romola 
Nijinsky and Paul Bohus-Vilagosi shall be held and considered to have been 
lawfully admitted to the United States for permanent residence as of the date of 
the enactment of this Act upon payment of the required visa fees. Upon the 
granting of permanent residence to such aliens as provided for in this Act, the 
Secretary of State shall instruct the proper quota-control officer to deduct two 
numbers from the appropriate quota for the first year that such quota is available. 


Amend the title so as to read: 
A bill for the relief of Mrs. Romola Nijinsky and Paul Bohus-Vilagosi. 


PURPOSE OF THE BILL 


The purpose of this bill, as amended, is to grant the status of per- 
manent residence in the United States to Mrs. Romola Nijinsky and 
Paul Bohus-Vilagosi, natives of Hungary. 

The bill has been amended to conform with the language of the 
Immigration and Nationality Act and to include the name of Mr. 
Paul Bohus-Vilagosi, the beneficiary of another private bill (H. R. 
676). 
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GENERAL INFORMATION 


Mrs. Nijinsky is an author and lecturer who was admitted into 
the United States as a visitor for business, and Mr. Bohus-Vilagog; 
was admitted as a visitor to assist his cousin, Mrs. Nijinsky, in nego. 
tiating contracts for the production of motion pictures, television 
and stage productions based on the life of Vaslav Nijinsky, the late 
husband of Mrs. Nijinsky. Both of the beneficiaries are natives of 
Hungary. 

The pertinent facts in this case are contained in letters from th, 
Commissioner, Immigration and Naturalization Service, dated March 
17 and 27, 1953, to the chairman of the Committee on the Judiciary. 
which read as follows: 


DEPARTMENT OF JUSTICE, 
IMMIGRATION AND NATURALIZATION SERVICE, 
March 17, 195 
Hon. Cuauncrty W. ReEep, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D. C. 


Dear Mr. CuarrMaAn: In response to your request of the Department 
Justice for a report relative to the bill (H. R. 676) for the relief of Paul Bo! 
Vilagosi, there is annexed a memorandum of information from the Immigrat 
and Naturalization Service files concerning the beneficiary. 

The bill would grant the alien permanent residence in the United States up 
payment of the required visa fee and head tax. It also would direct that a quota 
number be deducted from the appropriate quota. It should be noted, however 
that the Immigration and Nationality Act does not require the payment of a 
head tax. 

Since the quota for Hungary, to which the alien is chargeable, is oversubscribed 
an immigrant visa is not readily obtainable. 

Sincerely, 
A. R. Mackey, Commissioner, 


MeEMORANDUM OF INFORMATION FROM IMMIGRATION AND NATURALIZATION 
Service Fitks re Paut Bonus-Vitacosi, BENEFICIARY OF H. R. 676 


The alien was born in Hungary on March 17, 1897, and is presently stateless 
His only entry into the United States occurred at the port of New York or 
December 14, 1950, when he was admitted as a visitor for business until Mar 
14, 1951. His nonimmigrant temporary visa was issued on November 22, 1950 
in London, England. He has heen granted several extensions of his temporary 
stay, the last of which expired on April 30, 1952. His application for further 
extension of stay was denied on May 13, 1952. 

Mr. Bohus-Vilagosi is a designer of stage settings. He testified that his pur- 
pose in entering the United States was to advise and assist his cousin, Mme 
Romola Nijinsky, in negotiating contracts for the production of motion pictures 
television, and stage productions based on the life of Vaslav Nijinsky, the lat 
husband of Mme. Nijinsky. 

The alien further testified that in 1942, in Hungary, he was sentenced to priso! 
for 2 years, for speaking against the Nazis. He had served 7 months of tly 


sentence when he was released. He stated that in 1945 when the Communists 


took over Hungary, all his possessions were confiscated by them and that he fled 


the country. 
Mr. Bohus-Vilagosi presently maintains an apartment in New York City. H 
has no close relatives in the United States and there is no one in this countr) 


dependent upon him for support. He is not married and his mother resides in 


England. He has been in this country more than 2 years although originally 
> 


admitted for only 3 months. 
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DEPARTMENT OF JUSTICE, 
IMMIGRATION AND NATURALIZATION SERVICE, 
March 27, 1958. 
Hon. CHaunceEY W. Reep, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D. C. 


Dear Mr. CHAIRMAN: In response to your request of the Department of 
Justice for a report relative to the bill (H. R. 675) for the relief of Mrs. Romola 
Nijinsky, there is annexed a memorandum of information from the Immigration 
and Naturalization Service files concerning the beneficiary. 

rhe bill would grant Mrs. Nijinsky permanent residence in the United States 
upon payment of the required visa fee and head tax. It also would direct that a 
quota number be deducted from the appropriate immigration quota. It should 
be noted, however, that the Immigration and Nationality Aet does not require 
the payment of a head tax. 

Since Mrs. Nijinsky is chargeable to the quota for Hungary, which is over- 
subseribed, an immigrant visa is not readily obtainable. 

Sincerely, 
A. R. Mackey, Commissioner. 


VMeMORANDUM OF INFORMATION FROM IMMIGRATION AND NATURALIZATION 
Service Fites RE Mrs. RoMoLa NIJINSKY, BENEFICIARY OF H. R. 675 


The alien was born in Budapest, Hungary, on February 19, 1891, and is a 
subject of Great Britain. She last entered the United States at the port of New 
York on December 19, 1950, when she was admitted as a visitor for business 
purposes for 6 months. She has been granted several extensions of stay, the 
ast of which expired on October 25, 1952. 

Mrs. Nijinsky is an author and lecturer. She stated that she was endeavoring 
to obtain contracts for the production of motion pictures, television, and stage 
productions based upon the life of her late husband, Vaslav Nijinsky. She and 
her late husband first came to the United States in 1917 and remained until 
1919. She again returned to the United States for a short period of time in 
1923. From 1926 until 1929 she was employed in the United States by a motion- 
picture producer in Hollywood, Calif., as a writer and technical adviser. Dur- 
ing the period from 1929 through 1932 she returned to the United States several 
times on visits. She stated that sometime in the 1930’s she applied for per- 
manent residence in the United States but through misadvice failed to obtain 
such residence. She alleges that from 1944 until 1947 she was in constant hiding 
from the Nazis and Russians. 

Mrs. Nijinsky is presently residing in New York City. She stated that she 
is maintaining herself on income derived from her royalties and lectures. She 
has been in this country more than 2 years although originally admitted for only 
6 months. She has no close relatives in the United States and there is no one in 
this country dependent upon her for support. She has a married daughter residing 
in Italy. 


The Honorable Frances P. Bolton, the author of this bill and H. R. 
676, appeared before a subcommittee of the Committee on the Ju- 
diciary and testified as follows: 


StareMENT By Hon. Frances P. Botton on H. R. 675, FoR Mrs. Romowa 
NJINSKY, AND H. R. 676, rok Paut Bouts 


Mr. Chairman, I come before you today to present the cases of Mme. Romola 
Nijinsky, the subject of H. R. 675, and Paul Bohus, the subject of H. R. 676. 

Mrs. Nijinsky is the widow of Vaslav Nijinsky who, as you know, was one of 
the greatest dancers of all time. She is a world-famous person in her own right 
both as a writer and a choreographer. Mrs. Nijinsky and Paul Bohus are 
Hungarians who have suffered at the hands of the Nazis and Communists. 
tefusing to take the ailing artist (Vaslav Nijinskv) to Moscow when ordered to 
so so, they fled Hungary and made their way to England. From England they 
came to this country. 

Mav I say, Mr. Chairman, that these people are not constituents of mine but 
are friends. They are cultured people—both are college graduates. They are 
the type of people who will make excellent citizens of our great country. 

Mrs. Nijinsky is a lecturer and writer on choreography and her work is recog- 
nized by experts as being of the highest possible quality and of a nature to be 
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very valuable in the American dance and in the artistic development of America 
She has written two books for Simon and Schuster: Last Days of Nijinsky 
Life Stories of the Great Dancers of Past Centuries. 

The Record Corporation of America is seeking her services if she is granted 
permanent residence. Since there are not too many authorities in the field of th 
dance, her presence in this country is needed. 

Mrs. Nijinsky’s daughter was recently admitted to this country as a chore- 
ographer ‘‘whose services were urgently needed in this country.’’ This daughter 
is the only family Mrs. Nijinsky has. Therefore, it is only natural she would 
want to stay in this country to be with her daughter. 


PAUL BOHUS 


Paul Bohus is a very well known connoisseur of art. Firms on the Duveen 
level have sought his opinions. In the material I am filing with the committee js 
a letter from the Liros Gallery in New York stating they “are most anxious to 
secure the services of Mr. Bohus,” that he may join them in their business if he 
is granted permanent residence in the United States. The Recreation and Park 
Department of San Francisco is also seeking his services (letter of February 18, 
1954, to be filed with committee). 

In addition, Mr. Bohus is experienced in farm work, having managed large 
properties in Hungary now in Communist hands. He is a specialist in the im- 
provement of nonprofitable land and in the improvement of grain. 

Both Mr. Bohus and Mrs. Nijinsky would make good, loyal citizens. They 
are the type of Europeans we want. I have a letter from Col. William P. Yar- 
borough (to be filed with committee) telling of the help these people gave him 
while he was Army provost marshal in Austria. 

I shall deeply appreciate it if your committee finds it can happily report these 
bills favorably. "hank you for what I know will be your most earnest and 
thoughtful consideration. 


In addition, Mrs. Bolton submitted the following letters in support 
of her bill: 


CoLumsBia UNIVERSITY, 
Tue INstirvuTe oF ARTS AND SCIENCEs, 
New York, N. Y., December 10, 1952. 
To Whom It May Concern: 

Mme. Romola Nijinsky, noted authority on the history and art of the dance, 
has lectured on this subject at Columbia University several times since 1935 
(subjects: The Dance in Ancient, Medieval, and Modern Times, Life and Art of 
Nijinsky, ete.). 

She is regarded. in this country as a thoroughly competent authority in her 
field, an opinion that is also held in England and in France by eminent critics of 
the dance. Her work is of vital importance in the artistic development of America, 
and since there are not too many authorities in the field of the dance her presence 
in this country is urgently required. 

RussE.LL Porter, 
Director of the Institute 


THe Cotumpus GaALiErRy or Fine Arts, 
Columbus, Ohio, December 10, 195? 
To Whom It May Concern: 

Two years ago Mme. Romola Nijinsky presented to a Columbus audience one 
of the most charming and instructive talks that it has ever been our pleasure t 
sponsor at the Columbus Gallery of Fine Arts. 

The occasion for this lecture was the opening of an exhibition of a section of 
the famed Lifar collection of designs for ballet sets and costumes now belonging 
to the Wadsworth Athenaeum, in Hartford, Conn, 

Mme. Nijinsky’s deep knowledge of the history and art of dancing added greatl) 
to the cultura! enjoyment of this exhibition. This is a field in which it is difficult 
to find a good speaker in America. Her services should certainly find a wide 
demand among cultural groups. 

Very sincerely, 


WARREN BEACH, 
Assistant Director 
(This letter is an exact duplicate of a letter written by Mr. Lee Malone, director 
of the Columbus Gallery of Fine Arts, under date of September 29, 1952, and 
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signed by him. The letter has been lost and this duplicate, in Mr. Malone’s 
absence from the city, has been written over the signature of his assistant director, 
in compliance with Mrs. Nijinsky’s request that a duplicate be mailed to her at 


ce 


Arr ASSOCIATION OF INDIANAPOLIs, IND., 
THe Joun Herron Art INstirure, 
Indiana polis, Ind., December 11, 1952. 
Tyo Whom It May Concern: 

Members of the Art Association of Indianapolis and their guests had the 
privilege of listening to Romola Nijinsky speak on The Ballet in our auditorium 
on the evening of April 11, 1952. 

Her lecture, based on many years of close association with the stage and theater 
as well as on her own experiences as a dancer, was unique in that no one else 
would have been able to give it with the same authority. 

Not only was the program enjoyable, but we feel that her special knowledge 

the history of the art of the dance is beneficiary to the cultural interests of our 
{merican communities. We do not believe her work can be duplicated. 

Very truly yours, 
Witsur D. Peat, 
Director of the Museum. 


RECREATION AND PARK DEPARTMENT, 
San Francisco, Calif., February 18, 1954 

- Paut L. Bonus. 

Deak Mr. Bouvs: Just a few lines to confirm the decision made, that in case 
you are admitted to this country as a legal resident we will be glad to employ you 
immediately. Knowing of your ability, we hope you will be able to remain with 
is, aS We are anxious to secure your services. 

Please let us know, soon as you have your legal resident papers. 

Yours truly, 
Mrs. Henry J. Dipre., 
Recreation and Park Commissioner 


Liros GALLERY, 
New York, N. Y., December 17, 1952. 
To Whom It May Concern: 

Mr. Paus Vilagosi Bohus is a noted authority as an art expert. 

His knowledge of Dutch and Flemish artists as well as in the Austrian baroque 
makes his work in this field an important one, and his presence therefore in this 
country is urgently required. 

Lucas Lrros. 


HAMMER GALLERIES, 
New York, December 20, 1952. 
To Whom It May Concern: 

Mr. Paul Vilagosi Bohus is a noted authority and art expert. His knowledge 
of Dutch, Flemish, and Austrian baroque paintings makes his work in those 
fields most important and his presence, theretore, in this country is of the utmost 
necessitv. 

Very truly yours, 
Victor J. HAMMER. 


Upon consideration of all the facts in this case, the committee is of 
the opinion that H. R. 675, as amended, should be enacted and ac- 
cordingly recommends that the bill do pass. 
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83n CONGRESS t HOUSE OF REPRESENTATIVES REpPorRT 
No. 1391 


9] Session 


MRS. KEIKO INOUYE 


\farcu 24, 1954.—Committed to the Committee of the Whole House and ordered 
to be printed 


Mr. Water, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany H. R. 689] 


The Committee on the Judiciary, to whom was referred the bill 
(H. R. 689) for the relief of Mrs. Keiko Inouye, having considered the 
same, report favorably thereon with amendments and recommend that 
the bill do pass. 

The amendments are as follows: 

On page 1, lines 3 and 4, strike out the words “immigration and 
naturalization laws,’’ and insert in lieu thereof the words “Immigra- 
tion and Nationality Act’’. 

On page 1, line 7, strike out the words “and head tax’’. 


PURPOSE OF THE BILL 


The purpose of this bill, as amended, is to grant the status of 
permanent residence in the United States to Mrs. Keiko Inouye, a 
citizen of Japan. 

The bill has been amended to conform with the language of the 
Immigration and Nationality Act. 


GENERAL INFORMATION 


The beneficiary of this bill is the 25-year-old widow of a United 
States citizen war correspondent who lost his life in a plane crash in 
Japan in 1950. Mrs. Inouye was admitted to the United States on 
September 9, 1951, as a student destined to Columbia University in 
New York City, where she is presently a student in good standing and 
expects to receive her degree of bachelor of science in 1955. 

The pertinent facts in this case are contained in the following letter 
from the Acting Commissioner, Immigration and Naturalization 


42007 
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Service, dated April 30, 1953, to the chairman of the Committee 0, 
the Judiciary: 


DEPARTMENT OF JUSTICE, 
IMMIGRATION AND NATURALIZATION SERVICE, 
April 30, 1953 
Hon. Cuauncey W. ReEeEp, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D. C 


Dear Mr. CuarrRMAN: In response to your request of the Department 
Justice for a report relative to the bill (H, R. 689) for the relief of Mrs. Keik 
Inouye, there is annexed a memorandum of information from the Immigratj 
and Naturalization Service files concerning the beneficiary. 

The bill would grant the alien permanent residence in the United States yp 
payment of the required visa fee and head tax. It also would direct that a quot 
number be deducted from the appropriate immigration quota. It should 
noted, however, that the Immigration and Nationality Act does not require th, 
payment of a head tax 

The alien is chargeable to the quota of Japan which is oversubscribed 

Sinderely, 


a 


B. G. HABBERTON, 
Acting Commission 


MEMORANDUM OF INFORMATION FROM IMMIGRATION AND NATURALIZATION 
SeRvVIcE FItes RE Mrs. Ketko INouyr, BeNnericiary oF H. R. 689 


Mrs. Keiko Hayashi Inouye, aeitizen of Japan, was born at Tckyo, Japar 
May 10, 1928. She entered the United States on September 9, 1951, as a studer 
destined to Columbia University, New York, N. Y. She commenced her st 
at that institution on September 25, 1951, and is presently a student g 
standing with the expectancy of receiving the degree of bachelor of science 
1955. She resides at the Barbizon Hotel for Women, New York, N. Y. She 
lawfully in the United States in a student status. 

Mrs. Inouye was married on August 25, 1948, in Yokohama, Japan, to k¢ 
Inouye, a citizen of the United States, born at Jamaica, Long Island, N. Y 
September 21, 1928. He was then a war correspondent in the Far East for Tel 
news Productions, Inc., covering the war in Korea. He lost his life on Septemly 
6, 1950, in a plane crash in Japan. 

Mrs. Inouye has no relatives in the United States. Her divorced par 
1 brother, and 2 sisters reside in Tokyo, Japan. Her father is a professor 
physiology at Keio University in Tokyo. Her father-in-law was formerly 


official with a Japanese consulate but returned to Japan with his wife in 1942 


on an exchange ship. 

Mrs. Inouye has not been employed in this country. In Japan, she had work: 
for several years as a secretary for Time and Life magazines and later for Colli 
magazine. She was the beneficiary of her husband’s life-insurance pclicies, w! 
totaled $20,000. Of this amount, she has approximately $16,000 on deposit 
banks in New York City. 


The Honorable Frederic R. Coudert, Jr., the author of this bill 
urged the enactment of his measure, and submitted the following 
letters and documents in its support: 


A Lixety Prospect 


Extension of remarks of Hon. Frederic R. Coudert, Jr., of New York, in the Hous 
of Representatives, Tuesday, June 10, 1952 
Mr. Coupert. Mr. Speaker, under leave to extend my remarks, I include ar 
editorial which appeared in the New York Wor!d-Telegram and Sun of June 9 i 
support of H. R. 7704: 
“a LIKELY PROSPECT 


‘‘We hope no Congressmen will vote against the bill of Representative Frederi 
R. Coudert which would give permanent residence in this country to Mrs. Keik 
Inouye. Judging from her pictures, she would be a decorative addition. And o! 
her record she is a likely prospect for citizenship. 

“From cbildhood this country has been her goal. Her father, a physiolog) 
professor in Tokyo, sent her to American schools in Japan because ‘he wanted | 
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open & wider world’ for his daughter. She married a native-born American 
Japanese, & news photographer who was killed in Korea. That tragedy took 
away the right of residence that would have been hers as wife of an American 
citizen until she could attain such citizenship for herself. 

“Here on a student’s visa and studying at Columbia, she wants to remain in 
the country my whole life has been leading up to.’ Representative Coudert’s bill 
would make that possible. It should quickly be passed.” 


Tokyo, July 3, 1951 
Mr, F. D. KAHLENBERG, 
Telenews Productions, Inc., 
New York 19, N. Y. 

Dear Mr. KAHLENBERG: It has come to my attention that you are sponsoring 
\irs. Keiko Inouye for United States citizenship and I should like for this letter 
to be added to the evidence supporting her cause. 

M.s. Inouye, widow of an Americana correspondent killed in the Korean war, 
1as been educated in the American school here and speaks our language more 
perfectly than most of us usually do. Her dress, manner, and customs are totally 
American, She is a very attractive young lady who conducts herself in a ladylike 
way. 

She is most anxious to come to the United States aad become one of our 
country’s citizens. I cannot recommend too strongly that the authorities con- 
sidering her case permit her dreams to come true and gain for us a most worthwhile 
and loyal American citizen. 

Sincerely, 
Mr. Ouure ATrKINs. 


UNITED Press ASSOCIATIONS, 
Tokyo, July 9, 1951 
Mr. F. D. KAHLENBERG, 
Telenews Productions, Inc 
New York 19, N. Y. 
Dear Srr: It has been my misfortune to have known Mrs. Keiko Inouye for 
only a little more than 1 year. During that short time, however, I have come to 
know her as a valued friend. 
It is my understanding thet plans are underwey to have her admitted to the 
United States and to subsequently acquire citizenship for her. 
In matters of integrity, morals, intelligence, and other attributes usually 
mentioned in cheracter references, | recommend her most highly. 
The United Stetes will not be sorry to have acquired her for its own. 
Respectfully, 


GENE ID. SymMonpDs. 


INTERNATIONAL NEWS SERVICE, 
Tokyo BuRBAU, 
September 8, 1951 
Mr. F. D. KAHLENBERG 


Dear Feurx: I would like to add my voice to the many that have been raised 
in support of any move that is made to grant full citizenship rights and privileges 
to Keiko Inoue, widow of our Telenews cameraman, Ken Inoue. 

From personal knowledge I know that Mrs. Inoue feels much more American 
than Japanese since her marriage to Ken, a Nisei born on Long Island. 

During long talks with Mrs. Inoue she has made it very clear to me that 
although she attended the American school in Tokyo before the war and that 
most of her friends were Americans throughout her school years, she always 
felt she was an outsider until she married Ken. 

From long personal friendship with Mrs. Inoue, both before and after her 
marriage, I can testify that this brief outline of her development is an accurate 
one and that the American community in Tokyo has accepted her completely as 
one of its own 
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I wish you success in any effort you make to win United States citizens), ” ; 
for Mrs. Inoue and hope before too long to be back in the United States to giys 
you any further help required. n; 
Warmest personal regards. ot 
Sincerely, bik 

Howarp HANDLEMAN, “The 
Far Eastern Director fi : 
NEWSWEEk, 2 
Tokyo Burnrar, _ 
September 1, 1951 I 

Mr. F. D. KAHLENBERG, 


Telenews Productions, Inc., 
New York 19, N. Y. 

Dear Mr. KAanLtenBEeRG: This letter is seat to you in hope that it may bh 
some value to you in your efforts to obtain United States citizenship for Mrs 
Kay Inouye. I have known Mrs. Inouye for 5 years and I was an admirer of | 
busband, the late Ken Inouye, an Americaa through birth, who was killed in , 

















Sep 

plane crash while covering the war in Korea as a photographer. Mrs. Inouye js _ 
a graduate of the Sacred Heart Convent School for Girls at Tokyo; speaks Englis 
fluently and has few if any associations outside the American community i 

Tokyo. Through background and association as well as emotionally Mrs Mr. J 

Inouye is an American already. I am happy to do whatever I am able to assist ( 

Mrs. Inouye in obtaining citizenship. 

Sincerely, Dr 

Ropert M. Prosser, pals 

Assistant Manager, Newsweek, Pacific. TY} 

uns 

t 4 

GENERAL H&apQuaRTERs, Far East COMMAND, Né 





PsYCHOLOGICAL WARFARE Section, Rap1io BRANcu, 





August 28, 195 ia 

Mr. F. D. KaAHLENBERG, kept 
Telenews Productions, Inc., itize 
New York 19, N. Y. tere 
DrarR Mr. KAuwLENBERG: It is my understanding that you are the prime. I % 

a 


mover, so to speak, in the effort to gain United States citizenship for Mrs. Keil 
Inouye. I knew Ken Inouye before his untimely death and having met Mr 
Inouye since, I feel that it is not only my moral obligation as an American citiz 
and an officer in the United States Army but a distinct pleasure to write this letter 
I feel as many others have felt since meeting Mrs. Inouye that the United Sta 
would be gaining a loyal and patriotic citizen if her application is accepted. Shi 
has spoken to me many times of her fervent desire to study in America, become 
an American citizen, and do her part in helping to build a stronger arsenal for He, 
democracy. 7 
Since meeting Mrs. Inouye, she has always conducted herself as a dignified : 
capable young lady. Her intelligence cannot be questioned because of hei desir 
to further her education by entering Columbia University this semester. That 


f 


in itself speaks greatly of the character of Mrs. Inouye; her quest for a complet Dr 
education so that at all times she will be an asset to her adopted land. She speaks, HB “0 
reads, and writes English fluently and I know is an ardent student of Englis and | 
literature. end. 

Mr. Inouye has impressed me greatly, prticularly in her love for democracy a 
and her friendliness and complete faith in America and what America stands for °° 
She has made many friends among the American people in Japan, both past a: and f 
present and I’m sure she will retain that friendship forever. 

I recommend with no hesitation favorable consideration of Mrs. Inouye’: 
application for United States citizenship and I would be willing at any future tim 
to help in any way I can to help her secure that citizenship. 

My home address in the United States is: 1409 North Main Street, Del Ri 
Tex. Cong 

Sincerely, 
: Tom O. MarTHews, Dr 


Lieutenant Colonel, United States Army I not 
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Mr. F. D. KAHLENBERG 
Telenews Productions, Inc., 


New York 19, NY. 


Deak Mr. KAHLENBERG: I am writing you in order to add my support to the 
ie iow pending in Congress which would grant United States citizenship to 
Mrs Keiko Inouye. 

ff ive known Mrs. Inouye for more than 2 years, and also knew her husband 

» he was killed in a plane crash while flying to Korea as an American war 
rrespondent. Mrs. Inouye attended the American school in Tokyo before the 
var and so grew up speaking both English and Japanese. Her spoken English is 
ndeed perfect, and she has told me that she finds it even easier, when writing 
oe herself in English than in Japanese. 

In addition to the above, Mrs. Inouye is unusually attractive and intelligent. 
she adapts herself well and is at ease in all situations. She possesses a good sense 

umor, and has vitality, enthusiasm, and initiative. I have no doubt that she 
vill cherish United States citizenship, and become a valued United States citizen. 

Yours truly, 
Levta E. Pxivures, 
ESS/FTC, GHO, SCAP, APO 500, c/o PM, San Francisco, Calif. 
SEPTEMBER 6, 1951. 


’ 





Forest Hiuts, N. Y., April 9, 1952. 
Mr. FrepEriIc R. Coupert, Jr., 
Care of Mr. Ernest Hochwaild, 
New York, N. Y. 

Dear Srrs: Enclosed is a copy of the talk Mrs. Keiko Inouye gave before our 

igh-schoo! pupils, following my invitation to her to speak here. 

I have taught English to a number of people connected with the Japanese 
ol punsulate in New York. In that way I came to know the senior Inouyes. They 

it their son to our school from the kindergarten until December 1941, when he 
vas a sophomore, and the family went home to Japan, atter Pear] Harbor. 

It was I who arranged for her to go to the College of General Studies at Colum- 
ia. Since she has been in New York, I have entertained her at dinner and have 
kept in touch with her. I know her deep desire and her qualifications to be a 
itizen of our United States of America. She is intelligent, well educated, and 
teresting. I recommend her for United States citizenship. 

Iam a life member of the Daughters of the American Revolution. For 27 years 
| have been an executive of this school. 

Sincerely yours, 
Lucy Allen Smart, 
Mrs. GreorGe Smart, Dean. 


RineEwART & Co., INC., 
New York 16, N. Y., May 5, 1952. 
Hon. FREDERIC R. Coupert, Jr., 
House of Representatives, 
House Office Building, 
Washington 25, D. C. 

Dear Mr. Coupert: I read with considerable interest last week’s news stories 
about your efforts in behalf of United States citizenship for Mrs. Keiko Inouye, 
and I am very much in favor of the bill which you have introduced toward this 
end. Mrs. Rinehart and I met Mrs. Inouye this past winter and have become 
interested in her story, her work at Columbia University, and her desire to become 


acitizen. She is a fine person, and I sincerely hope that your bill will have speedy 
and favorable action by Congress. 


Respectfully yours, 
FREDERICK R. RINEHART, 


Rep Bank, N. J., May 2, 1982. 
Congressman FREDERIC A. CouDERT, 
House of Representatives, Washington, D. C. 
DEAR CONGRESSMAN CouperRT: On reading the New York Times of May 2 
I noticed an article with regard to Mrs. Keiko Inouye. I was friendly with the 
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father of the deceased Mr. Ken Inouye whom the article states was killed 
Korea. 

I knew Mr. Inouye, Sr., when he was the commercial attaché at the Japanese 
Embassy in Washington. He was a good friend of the United States and exerted 
every effort on behalf of good, friendly relations between the two countires. He 
cooperated fully with the State Department and the United States Tariff Com. 
mission in commercial matters, and assisted greatly in the various quota arrange. 
ments that were made on Japanese products which at times were pressing on thy 
American market. I personally heard him state on many occasions at business 
luncheons and dinners when he was the speaker, that he felt he had a greate; 
honor than most of the audience who were Americans insofar as he was a Japanesi 
but he was the father of two Americans. As I remember it he had two sons wh 
were born in this country and he used to say “they will be Americans and }y 
proud of it.” 

I do not know whether the above statements may be of any assistance to you 
in your efforts in having the widow of Mr. Inouye’s son permitted to become 4 
permanent resident of the United States. However, I am sure that if it is he 
wish, and Mr. Inouye, Sr., is still alive, he would be proud to think his son’s wife 
could become an American citizen. 

Yours very truly, 
THoomas A. BARBER 


Toxyo, JAPAN, July 13, 1951 
Mr. F. D. KAHLENBERG, 
Telenews Productions, Inc., 
New York, 19, N. Y. 

Dear Mr. KAHLENBERG: It gives me great pleasure to write a letter of intor- 
duction and recommendation for Mrs. Kay Inouye. In the time that she was 
employed as a member of the Tokyo Collier’s bureau she impressed all of us wit! 
her earnestness, her ambition to learn as much as possible about magazine work 
and her daily cheerfulness. 

Mrs. Inouye came to work for Collier’s soon after the death of her husband 
Ken (Inouye), who was killed in an airplane crash during the early months of the 
Korean war. Ken, a personal friend of mine, was an American-born Japanese 
who was employed by INP Telenews as a newsreel cameraman at the time of 
his death. 

During the 6 months that Mrs. Inouye worked for us she often spoke of her 
desire to go to the United States to finish her education and to apply for American 
citizenship. I was impressed by the sincerity of her statements. So much so 
that I would like to urge all possible help for her and congressional support, if 
necessary, for the realization of her aims. 

Besides a near perfect command of the English language Mrs. Inouye has a 
completely American outlook and manner of thinking in all matters. She is a 
competent officeworker. 

I would like to wish her all good luck and the best of good fortune in her future 

Sincerely, 
Bitt STAPLETON, 
Associate Editor, Collier’s Tokyo Bureau 


Toxyo, JAPAN, August 6, 195! 
Mr. F. D. KAHLENBERG, 
Telenews Productions, Inc., 
New York 19, N. Y. 

Dear MR. KAHLENBERG: I have enclosed herewith a copy of my late husband 
Ken Inouye’s personal history, which he had written several months before his 
death. As it was before his official accreditation with Telenews, it makes no 
mention of his employment with your firm, nor the length of his employment 
I am uncertain as to how long his employment with Telenews would be termed, 
as he had already been doing work prior to his accreditation, but the exact date 
whence he started working for your company, I cannot recall. Therefore, I am 
leaving the length of his services with Telenews to be determined by you. His 
death, as you know, occurred on September 7, 1951. 

As for additional’ information regarding living relatives, time of our marriage 
place and length of our marriage, it is as follows: 














bein 
othe 
of p 

I 
Tin 
hus! 
else 
hop 
Ami 

I} 
ver) 

T 
desi 
me 

I 
fron 


I 


tion 





MRS. KEIKO INOUYE 7 


Living relatives of Ken Inouye: father, Toyoji Inouye, age 57, former commer- 

cial attaché in New York, for the Japanese Embassy (Ken, however, was born 
while his father was vice consul in New York); mother, Ryo Inouye, age 46; and 
younger brother, George Inouye, age 13. 
” Living relatives of myself, Keiko Inouye: father, Takashi Hayashi, age 53, 
professor of physiology, Keio University, Tokyo; mother, Masuko Hayashi, age 
43: younger brother, Shunichiro Hayashi, age 21; younger sister, Tsugako Hayashi, 
age 15; younger sister, Shihoko Hayashi, age 12. 

Time of our marriage: August 25, 1948. 

Place of marriage: American consulate in Yokohama, Japan. 

Length of marriage: 2 vears and 14 days. 

We had no children. 

As for why 1 want to become an American citizen, it is because I do want to 
ave the right to live as an American, because the American wavy of iife is what 
| want to live by, and live for. I believe in what America stands for: freedom, 

ourage, and love of humanity. To me, Americans are the most humane people 

n this world. They are courageous, in that they will live by their own thoughts 
and convictions, unrestricted by superimposed codes and traditions. They are 
hroadminded, in that they will respect other individuals’ rights, and recognize 
the worth of another, whatever his background. American democracy to me, is 
the most basie criteria for human society and government. It is the embodiment 

f the right to live—because we humans are composed of varying personalities 
and physical aspects, and democracy is the only form of government which will 
respect and accept this. At the same time democracy means cooperation, coopera- 
tion of everyone for the gooe of the whole. And because this prompts people to 
give frecly, of their own initiative, democracy is the most sincere form of govern- 
ment 

[ first came to know America, as a child, when | was sent to the American 
school in Japan, a miniature America, transplanted in the midst of Tokyo. I 
saw a perfect working democracy: there was freedom of speech, of thought, a 
respect for individual rights, tolerance, an effort at understanding, scope for growth 
and improvement. There was also a wonderful spirit of cooperation. The most 
appropriate tribute given the American school was the remark made by a loca! 
newspaper that, “If there were more schools in the world like the American 
school, there would be fewer wars.” 

When World War II began, in 1941, the American school was closed, and then 
luring the war, in Japan, I knew what it was to live without the existence of 
democracy. I was wretchedly unhappy, missing the American world and my 
{merican friends that I had become so deeply attached to. Hitherto I had not 
been subjected to all that was contrary to democracy, which had been existent in 
lapan: regimentation, thought control, rule of fear instead of love, the supression 
of all individual initiative. Because I had known democracy and then was de- 
prived of it, I was acutely aware of what it meant to me, and of its value. 

That is now my greatest fear—that I should ever again be cut off from freedom, 
and from all that I love and believe in. 

With the end of war, Americans and democracy returned again. True, it still 
being a period of occupation, it was an unnatural state of affairs. But under no 
other occupation could there be such effort to help the defeated enemy, instead 
of punishing. 

I became closely associated with Americans again, first through my work with 
Time-Life International, and then more so after I met and married my late 
husband, Ken Inouye, who was an American citizen. I know better than anyone 
else how deeply Ken loved America—it was the very essence of him. We had 
hoped that eventually there may be some way in which I too could become an 
American citizen. 

It is because of such deeply based ideological and personal reasons that I wish 
very much to gain American citizenship. 

The above, Mr. Kahlenberg, is the additional information plus reasons for my 
desire to become an American, which you have advised me to send. Please let 
me know if there is anything else that is required. 

I hope you have received my previous letter, and the enclosed letters of support 
from my friends. 

I am, with all my very best regards to you, Mr. Kahlenberg, and my apprecia- 
tion and gratitude, which I cannot repeat often enough, 

Most sincerely, 
Keiko Inouye 
Mrs. Ken Inouye. 
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Hunt, Hitt & Berrts, 
CounsELLORS AT Law, Proctrors 1n ApMIRALTy, 
Hunthill, Tokyo, July 6, 1951, 
Mr. F, D. KAHLENBERG, 
Telenews Productions, Inc., 
New York 19, N. Y. 

Dear Mr. KAHLENBERG: I understand that Mrs. Keiko Hayashi Inoi y 
widow of Ken Inouye, who unfortunately died in the tragic airplane accident in 
Japan last fall while in the service of your organization, desires to go to th 
United States and later apply under our laws to become an American citizen, 

I wish to state that I am an old friend of the Inouy2 family, having know: 
Ken Inouye ever since he was born in New York and later since the surrender 
hers in Japan. He was a fine upright young man and it was a real tragedy that 
he had to pass away while so young and in the beginning of his career. 

I also had the pleasure of meeting and knowing Keiko Inouye these past fey 
years and something of her personality, character, and background. She has 
herself exhibited great ability in the journalistic field and has a host of Americar 
friends in Japan who are most anxious to sponsor her application for citizenship 
in Congress and I wish to add my name and my recommendations as one of thm 
as I am firmly convinced that she would not only be fitted as an American citize; 
but that this would really be in furtherance of the desire of the deceased hushand 
who had hoped that she would obtain this privilege at the earliest possible 
opportunity. 

Per your information I am an American citizen and a New York attorney and 
a member of the firm of Hunt, Hill & Betts, 120 Broadway, New York, with which 
firm I have been associated since 1930. At present I am in Tokyo as a resident 
partner of the Tokyo office of my firm, 

Any courtesies, therefore, you and your valued organization can do in this 
connection would be very much appreciated by me as a personal friend of the 
Inouye family. 

Yours faithfully, 
GEORGE YAMAOKA, 





Tokyo CoRRESPONDENTS’ CLUB, 
Marunouchi, Tokyo, July 3, 1951 
Mr. F, D. KaHLENBERG, 
Telenews Productions, Inc., 
New York 19, N. Y. 

Dear Mr. KAHLENBERG: The executive committee of the Tokyo Correspond- 
ents’ Club, comprising more than 250 foreign correspondents, wishes to take this 
opportunity to express its fullest support for congressional action granting Mrs 
Keiko Inouye United States citizenship. 

Mrs. Inouye is the widow of a young photographer who was killed in an airplane 
crash while covering the Korean war. Her husband was an American citizen whi 
had been intimately associated with American correspondents in Japan since the 
beginning of the occupation, and had their affection and respect. 

Mrs. Inouye also is well known to American correspondents in Tokyo, not only 
as the widow of an American photographer but as a close associate. She was en 
ployed by Time magazine in Tokyo for 3 years and after her husband’s death she 
was employed by Collier’s. She is a young woman of unusual intelligence and 
possesses a perfect command of the English language and a profound appreciatio: 
of the American way of life. 

We are sure that Mrs. Inouye would make an outstanding American citizer 
and believe that she deserves special consideration. 

Respectfully, 
JospepH Fromm, President 


Wuart Ir Means To BE A CITIZEN OF THE UNITED StTatres oF AMERIC: 


By Keiko Inouye (Mrs. Ken Inouye) 


I am very happy to be here with you today. I came all the way from Tokyo 
Japan, to be here in the United States, where most of you have been born, and 
have lived all the time. You were very fortunate to have been born in America 
I too am very fortunate that I have been able to come here. But I have only 
been able to come here after a long time of wanting to come, and after many 
hard things had to be accomplished to enable me to come 
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| am going to tell you a story—and it’s your story—because it’s the story of 
someone just like you, someone who was once here at Kew-Forest School, who 
vorked here, played here, and lived here just as you are doing. It’s the story 
my young husband, Ken Inouye, but that is not important—because what is 

ports ant is that it is the story of a young man to whom America meant so much. 

It is a very a ee Ee story, because this boy’s heart was broken when he 

ad to leave the United States of America. But it is a very happy story, because 

is boy gained back everything that was most precious to him. 

Ken was born and brought up here in Forest Hills. He was a citizen of the 

nited States of America. He went ‘to this school—and I know that he was 

ery happy here, because he has talked to me so often of Kew-Forest School, his 
eachers, his classmates. I suspect that he was pretty much of a ringleader in 
ischief too. 

But everything changed when the last war began His parents, who had 

iginally come from Japan, had to return to Japan on the exchangeship. Ken 

ad to go with them, because he was not yet 21 years old, and could not stay 
one here in the United States. 

How would you react if all of a sudden you had to leave your country? Ken 

t the same way that you would feel. He did not want to leave America. This 

vas his home, this was his country. He believed in what this country stood for, 

e was happy here in America. He was so desperate that he ran away from home, 
ind stayed at his friend’s home. But there was nothing he could do. He had to 

iy goodby to everything that he had loved. Mrs. Smart, who had been a friend 

f Ken and his family, tells me that he and his family wept, and were inconsolable. 
But there was nothing anyone could do 

found every thing different in Japan during the war from what he had 
He found it as different as you would find it, if you went to any country 

did not believe in democracy. He had been used to freedom, to say what 
want to say, to ask questions if you were not sure of something. But Ken 
d not ask questions any more. Democracy is like the air you breathe, you 

e it for granted. But once it is taken away from you— it’s very painful and 
suffocating 

When the war was over—and remember, it wasn’t a war of people against 
people. It was a war of democracy against antidemocracy. The United States 
of America didn’t want to fight—she never wants to fight. But she had to fight 
to preserve democracy. She is fighting in Korea today, because democracy is 
being threatened 

When the war was over, Ken was very happy. And he was proud of the way 

» showed the Japanese what democracy is. The battle of weapons had been 

won, but the occupation of Japan won the faith of the Japanese. The Japanese 
had expected the victors to loot and plunder Japan, as they themselves had 
blindly done when they moved in as conquerors of other lands. But when the 
(mericans came in, they realized that Americans believed in humanity. Americans 
wanted each human being to be happy, to be a free and respected individual. 
They were not angry if a Japanese boy asked questions about democracy—they 
explained things to him. This was very different from what Japanese had known. 
They had been scolded and threatencd if they questioned anything 

The Japanese saw United States veterans stoop down at a sidc walk and offer 
candy to a little child. They felt like crying at the human kindness. You see, 
they were very tired and hungry. Little children hadn’t had candy or chocolates 
for years. Some little children didn’t know what candy was. Many of them 
hadn’t had enough to eat. 

Ken wi nt to work as reporter for the New York Herald Tribune. This was 
when I met Ken. I was then working for Time and Life magazines. I had never 
been in America—but I was very moved by what I knew of Americans and 
democracy. When we were married, all the correspondents in Tokyo were very 
happy for us. We both planned to come to America very soon. 

Just before the Korean war started, Ken was asked to become the representative 

Telenews, the television company. Soon afterward, the Korean war broke 
out and State Department made him an accredited war correspondent. Ken 
was not afraid of covering the battle areas in Korea. Ken was not afraid when 
he left on his last airplane flight to Korea. The only thing he would ever have 
been afraid of was to have America and democracy taken away from him. seing 
a citizen of the United States of America meant more to him than anything else. 

That’s why this story is a very happy story. Ken was a very proud and happy 
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American. Ken was living as an American, doing his job as an American 
was on his way to report more about men who were fighting in Korea, fighting tha 
people may have the right to live in a free world. 

Upon consideration of all the facts in this case, the committee jg 
of the opinion that H. R. 689, as amended, should be enacted and 
accordingly recommends that the bill do pass. 


O 
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NINA MAKEEF, ALSO KNOWN AS NINA BERBEROVA 


Marcu 24, 1954.—Committed to the Committee of the Whole House and ordered 
to be printed 


Miss Tuompson of Michigan, from the Committee on the Judiciary 
submitted the following 


REPORT 


[To accompany H. R. 692] 


The Committee on the Judiciary to whom was referred the bill 
(H. R. 692) for the relief of Nina Makeef, also known as Nina Berber- 
ova, having considered the same, reports favorably thereon with 
amendments and recommends that the bill do pass. 

The amendments are as follows: 

On page 1, lines 3 and 4, strike out the words “immigration and 
naturalization laws,” and substitute “Immigration and Nationality 
Act.” 

On page 1, line 8, after the word ‘‘fee’”’ strike out the words ‘“‘and 
head tax.’ 

PURPOSE OF THE BILL 


The purpose of this bill, as amended, is to grant the status of 
permanent residence in the United States to Nina Makeef, a native 
of Russia. The bill also provides for the payment of the required 
visa fee and for an appropriate quota deduction. 

The bill has been amended to conform with the language of the 
Immigration and Nationality Act. 


GENERAL INFORMATION 


The beneficiary of this bill, Nina Makeef, also known as Nina 
Berberova, is a 52-year-old native of Russia who has been employed 
by the Tolstoy Foundation, Inc., and is now employed on a purchase- 
order basis by the Voice of America as an announcer with the Russian 
Service. 

The pertinent facts in this case are contained in a letter from the 
Commissioner, Immigration and Naturalization Service, dated July 


42007 
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8, 1953, to the chairman of the Committee on the Judiciary. The 
said letter, and accompanying memorandum, reads as follows: 


DEPARTMENT OF JUSTICE, 
IMMIGRATION AND NATURALIZATION SERVICE, 
July 8, 1958 
Hon. Cuauncrty W. REED, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D. C. 


Dear Mr. CuarrMAN: In response to your request of the Department of 
Justice for a report relative to the bill (H. R. 692) for the relief of Nina Makeef, 
also known as Nina Berberova, there is annexed a memorandum of information 
from the Immigration and Naturalization Service files concerning the beneficiary 

The bill would grant the alien permanent residence in the United States upon 
payment of the required visa fee and head tax. It also would direct that one 
number be deducted from the appropriate immigration quota. It should he 
noted, however, that the Immigration and Nationality Act does not require the 
payment of a head tax. 

The alien is chargeable to the quota for the Union of Soviet Socialist Republics, 
which is oversubscribed. 

Sincerely, 
ArGYLE R. Mackey, 
Commissioner 


MEMORANDUM OF INFORMATION FROM IMMIGRATION AND NATURALIZATION Sxry- 
1cE Frtes Re Nina Maxkeerr, Atso KNown as Nina BERBEROVA, BENEFI- 
ciaRY OF H. R. 692 


The alien, a native of Russia, was born on August 8, 1901. She claims she is 
now stateless. Coming from Paris, France, she arrived in the United States at 
New York, N. Y., on November 10, 1950, when she was admitted as a visitor 
until February 9, 1951. She was granted one extension of stay which expired on 
May 9, 1951. Her application for a further extension of stay was denied but she 
was given until October 15, 1951, to depart from the United States. As she 
failed to depart, deportation proceedings were instituted on January 24, 1952, 
on the ground that, after admission as a visitor, she had remained in the United 
States for a longer time than permitted. Her application for the privilege of 
voluntary departure in lieu of deportation was granted by the Board of Immigra- 
tion Appeals on August 18, 1952, but she has failed to depart. 

The alien was married to one Nikolai Makeef. She secured a divorce from him 
in Paris, France, on December 21, 1951, and now uses her maiden name, Nina 
Berberova. She is a journalist by occupation and has always been known pro- 
fessionally as Nina Berberova. She has resided and worked in New York City 
since shortly after her arrival in this country. . From about February of 1951 until 
December of 1952 she was employed as an editor by the Tolstoy Foundation, Inc 
Since December of 1952, she has been employed.on a purchase-order basis by the 
Voice of America as an announcer with the Russian Service. She has also written a 
play which she hopes to have produced in the latter part of 1953, agreements 
providing for such production having been entered into recently with theatrical 
producers in New York City. 

Miss Berberova has cash and personal effects valued at approximately $1,500 
She has no near relatives residing in the United States and there is no one in 
this country dependent upon her for support. Her only relatives abroad are 
cousins in England and France. She was last a resident of France, maintains ar 
apartment there, and has the required passport and permission to reenter that 
country. 


The Honorable Frederic R. Coudert, Jr., the author of this bill, 
recommended the enactment of his measure and submitted the follow- 
ing letters in its support: 

Hovse or REPRESENTATIVES, 
Washington, D. C., July 28, 1961. 


In re Mrs. Nina N. Berberova. 
Hon. Freperic R. Couperrt, Jr., 
House Office Building, Washington, D. C. 
Dear Fritz: I referred to you a case involving Mrs. Berberova. From what 
I know of this situation a private bill to change her status from that:of @ visitor 
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to a permanent immigrant would be appropriate and justified. I understand 
that she is living and working in your district at this time. 
Cordially, 
Ep GosseErt. 


Tousroy FounpbatTIon, INc., 
New York, N. Y., August 2, 1951. 
Representative FRepgeRic R. Coupert, Jr., 

~ House of Representatives, Washington, D. C. 

Deak CONGRESSMAN CoupeErT: I am writing on behalf of Nina Berberova, 

ell-known Russian writer, with the request to sponsor the bill granting her the 
rights to @ permanent residence in the United States. 

Nina Berberova escaped from the U. 8. S. R. in 1922. Her true democratic 
leas are Well known to us; her writing and activities were always directed against 
totalitarianism, Nazi or Communist. 

At the present momenv Nina Berberova has joined the work of the Tolstoy 
Foundation and is the editor of T. F. News, a small monthly magazine published 
n English and Russian languages. 

It is my firm belief that the work of Nina Berberova in the United States of 
\merica is & great asset in the present struggle against our enemy, the Communist. 

Thank you very much for your consideration of my request. 

Very truly yours, 
ALEXANDRA TOLSTOY 


Touistoy FounpatTIon, INc., 
New York, N. Y., October 11, 1953. 


Hon. FrEpERIC R. Couperrt, Jr., M. C., 
House Office Building, Washington, D. C. 

Dear Mr. Coupvert: Mrs. Nina Berberova has been known to me for the past 
several vears since her arrival in the United States. I believe that her situation 
justifies legislative intervention to permit her to qualify for permanent residence 
and eventual citizenship. Her character, courage, and intelligence will be an 
asset to this country. 

Mrs. Berberova is a skilled writer with a number of published books to her 
credit. Her writings have been chiefly nompolitical and she therefore is rather 
more objective in her approach to Russian problems than those who belong either 
to the Tsarist or one of the Marxist groups of postrevolutionary escapees from 
the Soviet Union. 

During her employment by the Tolstoy Foundation I have had an opportunity 
to observe closely her pattern of political thovght and her growing appreciation of 
{merican freedom under law. Like other very intelligent refugees, Mrs. Ber- 
berova failed to find any solid basis for resettlement during her exile until she 
reached the United States. 

Because of her potential value to the United States in the present and future 
rlations with the Soviet Union and the Russian people, I hope that your bill in 
her behalf will be passed. 

Respectfully yours, 
Biarr TAYLor. 


Upon consideration of all the facts in this case, the committee is of 
the opinion that H. R. 692, as amended, should be enacted and accord- 
ingly recommends that the bill do pass. 


O 
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DR. IGNACY ADAM, MRS. AMALYA ALEXANDER ADAM 
AND GEORGE ADAM 


Marcu 24, 1954.—Committed to the Committee of the Whole House and ordered 
to be printed 


Mr. GrawAM, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany H. R. 707] 


The Committee on the Judiciary, to whom was referred the bill 
(H. R. 707) for the relief of Dr. Ignacy Adam, Mrs. Amalya Alexander 
Adam, and George Adam, having considered the same, report favor- 
ably thereon with amendments and recommend that the bill do pass. 

The amendments are as follows: 

On page 1, lines 3 and 4, strike out the words “immigration and 
naturalization laws” and substitute “Immigration and Nationality 
Act”. 

On page 1, line 9, strike out the words ‘and head taxes’’. 

On page 1, beginning on line 11, after the words ‘‘the proper”’ strike 
out the remainder of the bill and substitute the following: 


quota-control officer to deduet three numbers from the appropriate quota for the 
first year that such quota is available. 


PURPOSE OF THE BILL 


The purpose of this bill, as amended, is to gent the status of 


permanent residence in the United States to Dr. Ignacey Adam, Mrs. 
Amalya Alexander Adam, and George Adam, natives of Poland, 
Austria, and Poland, respectively. he bill also provides for the 
payment of the required visa fees and for the appropriate quota 
deductions, 

The bill has been amended to conform with the language of the 
Immigration and Nationality Act, 


42007 
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GENERAL INFORMATION 


Certain of the pertinent facts in this case are contained in a letter 
from the Deputy Attorney General, dated March 24, 1952, to the then 
chairman of the Committee on the Judiciary, regarding a bill (H. R. 
4952) pending during the 82d eo: The said letter, and accom- 
panying memorandum, reads as follows: 


DEPARTMENT OF JUSTICE, 
March 24, 1952. 
Hon. EMANUEL CELLER, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D. C. 

My Dear Mr. CuarrMan: This is in response to your request for the views of 
the Department of Justice relative to the bill (H. R. 4952) for the relief of 
Dr. Ignacy Adam, Mrs. Amalya Alexander Adam, and George Adam, aliens, 
The bill would grant the aliens permanent residence in the United States. 

There is attached a memorandum prepared by the Immigration and Natural- 
ization Service of this Department setting forth the facts in the case. 

The quota for Poland, to which Dr. Adam and his son, George, are chargeable, 
and the quota for Austria, to which Mrs. Adam is chargeable, are oversubscribed 
and immigration visas are not readily obtainable. Doctor and Mrs. Adam admit 
that they made false statements to a consular officer of the United States as to 
their places of birth, residence, and marriage data, and the place of birth of their 
son, George, in order to obtain immigration visas with which to apply for admission 
into the United States. They admit that they effected entry into this country 
through fraud and misrepresentation. To enact this bill would, in effect, reward 
a premeditated fraud upon the Governmént of fle United States. 

Accordingly, the Department of Justice is unable to recommend the enactment 
of this bill. 

Sincerely, 
A. Devitt VANECH, 
Deputy Attorney General. 


MEMORANDUM OF INFORMATION FROM IMMIGRATION AND NATURALIZATION SERVICE 
FILES RE DR. IGNACY ADAM, MRS. AMALYA ALEXANDER ADAM, AND GEORGE ADAM, 
BENEFICIARIES OF H. R. 4952 


The aliens are a family group consisting of husband, Ignacy Adam, his wife, 
Amalya Adam, and their son, George Adam: Dr. Adam is a native of and last a 
citizen of Poland who was born on February, 16, 1913... Mrs. Adam is a native of 
Austria and last a citizen of Poland, who was born on September 17, 1914. George 
Adam is a native of and last a citizen of Poland who was born on January 9, 1946. 
The aliens only entry into the United States occurred at the port of New York on 
May 15, 1948, when they were admitted as immigrants for permanent residence. 

he immigration visas which the aliens' presented, at the time of their entry 
show that they were issued to them as nonpreference quota immigrants charged 
vo the quota of Germany. In the case of Dr. Adam and his son, George; the claim 
for eligibility for quota visas chargeable to the quota for Germany was based on 
the fraudulent allegation that Dr. Adam was born in Germany and that George 
Adam was born in Austria and was the, minor child. of an immigrant chargeable 
to the German quota. Mrs. Adam’s claim to eligibility for a quota visa chargeable 
to the quota for Germany was based on her allegation that she was the wife of an 
immigrant who was born in yxy 6 

Warrants for the aliens’ arrést in deportation proceedings were issued charging 
them with being in the United States in violation of the Immigration Act of May 26, 
1924, in that, at, the time of their entry they were aliens not of the nationality 
specified in the visas of their immigration visas, and further in violation of the 
same act, in that at the time of their entry, they were not entitled under said 
act to enter the United States for the reasons that the immigration visas which 
they presented were not valid because they were procured by fraud or misrepresen- 
tation. 

Upon the basis of the evidence adduced at the deportation hearings, the Assis- 
tant Commissioner for Adjudications of the Immigration and Naturalization 
Service on August 6, 1951, ordered that the aliens be deported from the United 
States pursuant to law, the adult aliens to be deported on both charges stated in 
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the warrants of arrest, and the minor alien to be deported solely on the charge 
that at the time of entry he was an alien not of the nationality specified in the 
yisa of his immigration visa. 

In the deportation proceedings Dr. Adam admitted that he had been born in 
Lwow, Polaad, and not in Beuthen, Germany. He admitted making false state- 
ments to the American vice consul at Genoa, Italy, when he executed bis applica- 
tion for an immigration visa as to his place of birth and his places of residence. 
He stated that he had secured false affidavits relating to his marriage and false 
affidavits of birth for his son, George. Dr: Adam also admitted making false 
statements under oath when filing his declaration of intention to become a citizen 
of the United States on October 25, 1948, in the District Court of the United 
States for the Eastern District of New York at Brooklyn, N. Y. 

Mrs. Adam admitted that she had made false statements in her application 
for an immigration visa at the America co.sulate and also that the application 
for a visa made in behalf of her son, George, contained false statements concerning 
his place of birth. She stated that she knew that the statements were false and 
that they were made for the purpose of securing visas chargeable to the German 
quota; that her husband had informed her that the Polish quota was oversub- 
scribed, and that he had secured a false birth certificate, indicating his place of 
birth as Beuthen, Germany. She also admitted that the affidavit in lieu of the 
marriage certificate and the affidavit in Jieu of a birth certificate concerning her 
son’s date and place of birth contained false statements. 

Dr. Adam presently resides with his family in the Bronx, N. Y., and is employed 
as resident physician at Parsons Hospital, Flushing, Long Island, N. Y., at a 
salary of $300 per month. 


The Honorable Isidore Dollinger,; the author of this bill, appeared 
before a subcommittee of the Committee on the Judiciary and testified 
in support of his measure, as follows: 


Mr. Chairman and members of the Committee on the Judiciary, I introduced 
H. R. 4952 in. favor of Dr. Ignacy Adam, Mrs. Amalya Alexander Adam, and 
George Adam, their son, on July 25, 1951. 

Dr. Adam’s sworn statement, which I am submitting herewith, sets forth the 
complete history of his case, He was born in Poland; his wife was born in Austria, 
and his son was born in Poland. He attended school in Poland and Czechoslovakia, 
then went to Italy, where he received his M. D. degree. Thereafter, he returned 
to Poland where he worked in various hospitals until the war broke out. In 1943, 
after parents of both Dr. and Mrs. Adam, as well as all members of their families 
with the exception of two persons, had been exterminated, Dr. Adam managed to 
get his family to Warsaw, Poland, and then'to Lodz. Dr. Adam obtained work 
in a tuberculosis hospital until 1946, when he was moved to a camp in Linz, 
Austria. Conditions in Camp Wegscheid were terrible, and his child developed 
rickets and became very ill. To save his child, Dr. Adam moved his family to 
Milan, Italy, in 1947. 

In Italy, he found that he would not be allowed to practice medicine, as the 
profession is restricted to natives of Italy. Then it was decreed in 1948 that all 
DP’s must live in camp. Conditions in the camp were so overcrowded and 
deplorable that Dr. Adam felt his child would not survive. 

When he learned that it would be possible for him to obtain a German birth 
certificate he did so, in order that he could procure immigration visas for the 
United States. He came here on May 15, 1948, on permanent visas held by him 
and his family. 

On April 3, 1951, a warrant of arrest was served on the family, the charge being 
that at the time of entry they were aliens not of the nationality specified in their 
immigration visas and that the visas were procured by fraud and misrepresenta- 
tion. The Board of Immigration Appeals upheld the deportation order. 

Since coming here, Dr. Adam has worked in Lebanon Hospital, Bronx, Rich- 
mond Memorial Hospital in Staten Island, and Parsons Hospital, Flushing. 
Statements from persons who know him are submitted herewith; they are by 
Dr. Andre B. Ballard, Dr. A. Aelikson, the superintendent of Parsons Hospital, 
Mr. Schefter, and Dr. Olinger. All testify as to his good character, his excellent 
qualities as a physician, his belief in democratic principles, and his integrity. 

It is admitted that the German birth certificate on the strength of which he 
obtained the visa for the United States was obtained by misrepresentation. Yet, 
here we have a family driven from city to city, haunted by fears of extermination 
and starvation; we see a father watching his child slowly die of malnutrition; we 
find him believing that he and his family can exist in Italy and then faced again 
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with camp and loss of livelihood. The wrong he did was done in desperation ang 
for his loved ones; he had no other hope of taking care of them. 

Inasmuch as Dr. Adam has now proved bimself to be a man of high skill ang 
excellent character, 8 man who wishes to be e United States citizen, I am asking 
that he and his family be allowed to remain here, and I trust that you will decide 
to take favorable action on my bill in behalf of this family. 

I would also point out that on February 14, 1952, a child was born to Dr, and 
Mrs. Adam, whose name is Robert. 

Since the doctor left Parsons Hospital in 1952, he has been employed by 
Brooklyn Doctor’s Hospital, 15th Avenue and 45th Street to present time. : 

Dr. Adam has received his New York State medical license June 30, 1950. 


In addition, Mr. Dollinger, submitted the following letters and 
statements in support of his bill: 


BrookuyYn 13, N. Y., July 2, 1951. 
To Whom It May Concern: 
This is to certify, that I have known Dr, I. Adam since 1948. We have developed 
a very close friendship, during all these years. In all this time I had occasion to 
convince myself of Dr. Adam’s high qualities as a physician and as a human being. 
I also wish to state that Dr. I. Adam fullheartedly believes in and follows the 
democratic principles of the United States of America. 
I wish to recommend Dr. I. Adam without any reservation, since I feel that 
he will be loyal to this country in every respect. 
Yours truly, 
Leon Ourncer, M. D, 


Parsons. Hospitat, 
Flushing, L. I., June 18, 1951. 
IMMIGRATION AND NATURALIZATION SERVICE, 
70 Columbus Avenue, New York, N. Y.: 
It is certified herewith, that Dr. Ignacy Adam has been working at this hospital 
as resident physician since March 1950 and is still working at the present. 
During this time he has shown to be a person who deserves our fullest confidence 
as a physician and likewise from the general ethical point of view. 
We never had any cause to complain to him personally or to others about him 
as far as any aspect of his activity is concerned. 
Yours very truly, 
Vivian L. O’Catiacuur, Superintendent. 


Bronx 53, N. Y., July 1, 1951, 
To Whom It May Concern: 

I have known Dr. Ignacy Adam since 1948 when he was interning at Lebanon 
Hospital in the Bronx. In all this time Dr. I. Adam has manifested the highest 
possible qualities as a physician and colleague from a professional also ethical 
point of view. 

I know him to be a convinced follower and believer in the democratic principles 
of the United States of America. I never had any oceasion to doubt his integrity 
from a political point or view. 

I don’t hesitate to recommend that Dr. I. Adam be given every fair considera- 
tion which he may request 

Very truly vours, 
Z. Zeuxson, M. D. 


AcgE ForRWARDING Co,, 
Brooklyn, N. Y., June 30, 1951. 
To Whom It May Concern: 

My wife and I are friends of Dr. and Mrs. Adam. We have known them for 
several years. During these years it has become very clear to me, that Mr. and 
Mrs. Adam are people of highest moral and ethieal qualities. The social, moral, 
and political integrity of the Adams’ is beyond any reproach. They are convinced 
believes in the democratic principles of the United States of America. 

I consider it a pleasure and a lueky oceasion, which they may request. 

Very truly yours, 
Jimmy ScHEFTLER. 
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New Yorks, June 17, 1961. 
To Whom It May Concern: 

I have known Dr. Ignacy Adam since 1934. When I met Dr. Adam he was & 
medical student in Bologna, Italy, and I was likewise a student. I next met Dr. 
Adam while he was taking English examination for State Board in New York 
City in 1948. Iam acquainted with his family consisting of his wife and child. 

When I first Knew Dr. Adam as a student in Italy, it was known to all that he 
was of the Jewish faith. I have since learned that in order to save himself from 
extermination at the hands of the Nazis it was necessary for him to assert that he 
was of the Christian faith. However, with my knowledge of his excellent character 
and good moral qualities, I have no doubt that the misstatements, which he found 
it necessary to make, were rendered necessary by circumstances, which were 
themself wholly immoral and unjustified. As a consequence, my faith in his 
integrity is completely unshakeable. 

I know him and his wife to be persons devoted to the aims and ideal of this 
country and loyal to its democratic traditions and I join in his request to be per- 
mitted to remain in this country. 

Very truly yours, 
ANDRE B. BALiarRp. 


State oF NEw YORK, 
County of Bronx, City of New York, ss: 

Ignacy Adam, being duly sworn, deposes and says: 

That he resides at 1840 Vyse Avenue, Bronx, N. Y., together with his wife 
Amalya and son George. 

Deponent states that he was born in Lwow, Poland, on February 16, 1913, that 
on information and belief his wife Amalya (nee Alexander) was born in Austria, 
and his son George was born in Lodz, Poland, in 1946. Deponent further states 
that he and his wife, Amalya were married in Lwow, Poland, in 1939. 

Deponent states that from the time of his birth until 1931 he resided in Lwow, 
attending school in that city. In 1931 deponent went to Bratislava, Czecho- 
slovakia, where he attended the University of Bratislava, Czechoslovakia, until 
1933 at which time he went to Bologne, Italy. Deponent remained in Bologne, 
Italy, until 1937 when he received his M. D. in that city, completing his studies 
there. 

Deponent states that he returned to the city of his birth, Lwow, Poland, in 
1937 at the completion of his studies, working in various hospitals there until 1939 
when war broke out, In 1943, after parents of both Mr. and Mrs. Adam, as well 
as all members of the families with the exception of two sisters of Mrs. Adam, 
had been exterminated, Dr. Adam obtained an aryan birth certificate, to enable 
his family to obtain the Kenn Karta, the identification issued by German authori- 
ties who were then in occupation of Lwow. With this Dr. Adam moved his 
family to Warsaw, Poland, where he remained until 1945, when the family moved 
to Lodz, Poland. 

Deponent obtained work in the tuberculosis hospital until 1946 when he was 
moved to Camp Wegscheid in Linz, Austria. He obtained employment in the 
tuberculosis sanitorium in Salzburg during this period. Conditions in Camp 
Wegscheid were very poor, the child developed rickets, and was in very poor 
physical condition. Deponent hoped to improve his situation in Italy where he 
had received his M. D. degree. 

Deponent went to Milan, Italy, with his family in 1947. He found that the 
practice of medicine in Italy was barred to him as it was restricted to natives of 
that country. He obtained employment with the Joint Distribution Committee 
asa clerk in the Immigration Bureau. In 1948 an order of the police was made in 
Milan, Italy, that all DP’s must live in camp. The camps were overcrowded. 
A small space was offered to the family of the deponent to be shared with other 
families. Deponent knew that he could not engage in the practice of his profes- 
sion, and was in fear of his child’s becoming ill again. He learned that affidavits 
were obtainable through the Bulova Watch Co. Deponent obtained a German 
birth certificate through a party he met while in camp, and with the knowledge that 
he could obtain a visa if he had a German birth certificate he availed himself of 
the opportunity to emigrate to the United States. 

Deponent states that within a few weeks after his arrival in the United States, 
he obtained an internship at Lebanon Hospital, Bronx, N. Y., until July 1948. 
At that time deponent obtained a residency in the Richmond Memorial Hospital 
in Staten Island, until March 1950. Since that time deponent states that he 
has been working in Parsons Hospital, Flushing, N. Y. 








6 DR. IGNACY ADAM AND OTHERS 


Deponent further states that he has been self-maintaining since his arriva] jp 
the United States. Deponent is a person of good moral character, devoted to 
democratic ideals and loyal to the American aims and principles. 

The foregoing statements have been made by the deponent with knowledge 
that same will be relied upon in connection with Government action relating to 
the right of deponent to remain in the United States of America. 


Ianacy ApaAm. 
Sworn to before me this 15th day of June 1951. 
Harry Conen 
Notary Public for the State of New York. 
Term expires March 30, 1953. 


Upon consideration of all the facts in this case, the Committee js 


of the opinion that H. R. 707, as amended, should be enacted and 
accordingly recommends that the bill do pass. 
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83pn CONGRESS t HOUSE OF REPRESENTATIVES | Reporr 
od Session 


HAROLD DONAGHY BISHOP 


Marcn 24, 1954.—Committed to the Committee of the Whole House and ordered 
to be printed 


Mr. Waursr, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany H. R. 737] 


The Committee on the Judiciary to whom was referred the bill 
(H. R. 737) for the relief of Harold Donaghy Bishop, having con- 
sidered the same, report favorably thereon without amendment and 
recommend that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of this bill is to waive an exclusion clause of our immi- 
eration laws, concerning a person who has been afflicted with one or 
more attacks of insanity, in behalf of Harold Donaghy Bishop, the 
son of a lawfully resident alien. 

The bill also provides that a suitable and proper bond be given to 
insure that the beneficiary of this bill will not become a public charge. 


GENERAL INFORMATION 


The beneficiary of this bill is a 33-year-old native and citizen of 
Canada, who was excluded from the United States on May 30, 1951, 
as one who had one or more prior attacks of insanity, and as one who 
might be likely to become a public charge. His mother, Mrs. Mary 
Elizabeth Bishop, is a practical nurse and a lawfully resident alien. 
The beneficiary also has a United States citizen sister who is a regis- 
tered nurse. His family desire to have him admitted into the United 
States in order that he may be properly cared for by them, although 
they state that it has not been necessary for Mr. Bishop to receive 
medical treatment since 1950, at which time he received a frontal 
lobotomy operation at Ring Sanatorium in Arlington, Mass. 

The pertinent facts in this case are contained in a letter from the 
Commissioner, Immigration and Naturalization Service, dated Decem- 

42007 
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ber 31, 1953, to the chariman of the Committee on the Judiciary. The 
said letter, and accompanying memorandum, reads as follows: 


DEPARTMENT OF JUSTICE, 
IMMIGRATION AND NATURALIZATION SERVICE, 
December 31, 1953 
Hon. Cuauncey W. ReEgp, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D. C. 


Dear Mr. CuHarrMan: In response to your request of the Department of 
Justice for a report relative to the bill (H. R. 737) for the relief of Harold Donaghy 
Bishop, there is annexed a memorandum of information from the Immigratio; 
and Naturalization Service files concerning the beneficiary. 

The bill would exempt the beneficiary from the provision of section 212 (a) (3 
of the Immigration and Nationality Act, if he is found to be otherwise admissible 
under the provisions of that act, provided that a suitable and proper bond or 
undertaking approved by the Attorney General be given as prescribed by secti 
213 of that act. 


Sincerely, 





A. R. Mackey, Commission 


MEMORANDUM OF INFORMATION FROM IMMIGRATION AND. NATURALIZATION 
Service Fires re Harotp DonaGuy BisHop, BENEFICIARY OF H. R. 737 
Harold Donaghy Bishop, single, a native and citizen of Canada, was bor: 

Cape Stetion, New Brunswick, on April 23, 1920. He applied for edmissior 

the United States eat Venceboro, Meine, on Mew 30, 1951, accompanied by 

mother and destined to his sister, Mrs. Foden, in Medford, Mass., to reside 

menently in this country. He was excluded under the 1917 Immigretion Act 
as one who had one or more prior attacks of insanity, as an assisted alien and 
one likely to become a public charge. Mr. Bishop was previously admitted | 

the United States for permanent residence in 1936; abandoned residence in 1937 

and wes refused a border crossing card by an American consul in 1942. 

The beneficiary was in the United Ststes as a visitor end was trested 
patient at the Ring Senatorium, Arlington, Mass., from August 18, 1949, 
August 14, 1950, for dementia, praecox of the simple type. During this period 
he received ¢, frontal lobotomy operation and postoperative cere and rehabilita 
tion. A physician of the Ring Senetorium steted that at the time of discharg 
he was in good mental end physical condition. Pricr to this, Mr. Bishop had 
been treated in the Provincis Hospital, St. John, New Brunswick, on sever 
oecesions between 1941 anc 1949. The alien, his mother, end his sister stete that 
since his return to Cansds, in 1950 he hes not been tres.ted by a doctor or 
hospitalized. 

Herold Bishop is 2, welder by occups.tion end is said to be employed in a garag 
in Toronto, Canads, st the present time. He served in the New Brunswi 
Rangers, C. A. (A) active, Canadian Field Force et St. John, New Brunswic! 
from July 7, 1940, to Janus.ry 8, 1941, when he was discharged with good cond 

Mrs. Mary Elizebeth Bishop, mother of the beneficiary, wes born in Trelsnd 
in 1893, but is now a citizen of Cranade, and s permenent resident of the United 
States, residing et 17 Sunset Road, Stoneham, Mass. She has been a widow f 
many years. She is a practical nurse and states that she sveraces about $60 per 
week, and has 9, bank account of $200 or more. Mrs. Bishop has 6 children, 4 
Censada, including the beneficisry, and 2 in the United Ststes. Mrs. Bis} 
states thet if her son Harold is admitted to this country, his punt and unc 
Elizabeth Lurens, Stoddsrd and Wallace King Stoddard, of 33 Glen Street 
Malden, Mass., 2re willing to furnish effidevits of support in his behalf. Mrs 
Bishop desires to have her son elose to her so thet she mey properly ce.re for him 
If he enters it is proposed to provide schooling for », trecde which she hopes he will 
follow and be able to provide for himself. He will be supported by his sunt and 
uncle while going to school. Mrs. Bishop states thet the beneficiary hes over 
$1,000 in stocks and a bank account of over $300. 

Mrs. Gladys Augusta Foden, sister of Harold Bishop, born in Canada in 1913 
is a naturalized citizen of the United States residing at 5 Sherwood Road, Stone- 
ham, Mass. She is a registered nurse and works on and off on private duty 
She is married to a citizen of the United States and has 1 child about 10 vears of 
age. Mr. and Mrs. Foden own their own home. She states that Mr. Stoddard 
the uncle who will help her brother, is employed by the New York Central Rail- 
road with an income of $70 a week, that he owns his own home and e.nother house 
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rhe records show that Mr. Stoddard has been employed with the same company 


i 


since 1906. Mr. and Mrs. Stoddard are neturelized citizens of the United States 


\(r. Goodwin, the author of this bill, appeared before a subcom- 
mittee of the Committee on the Judiciary and urged the favorable 
consideration of his bill, submitting the following documents in its 
Ss ipport: 

{ING SANATORIUM, 
Arlington Mass., December 8, 1952 
To Whom It May Concern: 

Harold Bishop was a patient in the Ring Sanatorium from August 18, 1949, to 

\ugust 14, 1950, suffering from a mental disorder. While a patient in the sana- 
m he received a frontal lobotomy operation and postoperative care and re- 
sbilitation At the time of discharge from the hospital he was in good mental 
| physieal conditions. 
BENJAMIN Stmon, M. D 


Sr. Joun, New Brunswick, December 12, 1952 
» Mr. Harry Bishop 
Mrs. Mary BisHop, 
Stoneham, Mass. 
Dear Mrs. Bisnop: In answer to your recent letter concerning your son, at 
» time of his examination here last year, I found his mental condition in a 
rmai state and his physical health good. 
However, I do not have the authority to pass him on a visa medical. Aceord- 
g to the regulations governing such cases, this can be done only at the discretion 
the consular service. 
Yours truly, 
H. Bruce ParR.er, M. D., 
A. A. Surgeon, United States Public Health 


CaNnaDA Raitway News Co., Lrp., 
Winnipeg, Manitoba, December 9, 1952 
To Whom It May Concern: 


Harold Bishop worked for our company as news agent on the Canadian National 
trains from October 1951 to November 1952. During this period his work was 
satisfactory to the company and we found that he was very honest in his dealings 

ith the public and that he always presented a very nice appearance. 

Yours truly, 
Auan A. MelIsaac, 


General Superintendent 


Upon consideration of all the facts in this case, the committee is 
of the opinion that H. R. 737 should be enacted, and accordingly, 
recommends that the bill do pass. 


O 
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g3p CONGRESS ISE REporT 
aq Session _No. 1395 


FAIGA KUNDA 


Marcu 24, 1954.—Committed to the Committee of the Whole House and ordered 
to be printed 


Mr. Granam, from the Committee on the Judiciary, submitted the 
following 


REPORT 
[To accompany H. R. 792] 


The Committee on the Judiciary, to whom was referred the bill 
(H. R. 792) for the relief of Faiga Kunda, having considered the 
same, report favorably thereon without amendment and recommend 
that the bill do pass. 

PURPOSE OF THE BILL 


The purpose of this bill is to grant the status of permanent residence 
in the United States to Faiga Kunda, a native of Poland. The bill 
also provides for an appropriate quota deduction and for the payment 
of the required visa fee. 


GENERAL INFORMATION 


The beneficiary of this bill is a 22-year-old native of Poland who 
was admitted to the United States as a student in 1949 to attend the 
Jewish Theological Seminary in New York City, and she is presently 
attending evening classes at Brooklyn College in Brooklyn, N. Y. 

The pertinent facts in this case are contained in a letter from the 
Commissioner, Immigration and Naturalization Service, dated 
October 5, 1953, to the chairman of the Committee on the Judiciary. 
The said letter, ‘and accompanying memorandum, reads as follows: 

DEPARTMENT OF JUSTICE, 
IMMIGRATION AND NATURALIZATION SERVI E, 
October 5, 1958. 
Hon. CHauncEy W. Reep, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D. 


Dear Mr. CuarrMan: In response to your reauest of the Department of 
Justice for a report relative to the bill (H. R. 792) for the relief of Faiga Kunda, 


C 
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there is annexed a memorandum of information from the Immigration and Nat- 
turalization Service files concerning the beneficiary. 

The bill would grant the alien permanent residence in the United States upon 
payment of the required visa fee. It would also direct that one number be de- 
ducted from the appropriate immigration quota. 

The quota of Poland, to which the alien is chargeable, is oversubscribed fo, 
nonpreference applicants. 

Sincerely, 
A. R. Mackey, Commissione 


MEMORANDUM OF INFORMATION FROM IMMIGRATION AND NATURALIZATION 
SERVICE Fites RE Farica Kunpa, BENEFICIARY OF H. R,. 792 


Faiga or Fajga Kunda, also known as Felicia Kunda, a native of Poland, who 
claims to be stateless, was born on July 27, 1931. She was admitted to the United 
States at the port of New York on November 2, 1949, as a student. She was 
granted several extensions of stay, the last until March 5, 1952. She violated the 
terms of her student status in June 1951, when she transferred from the Jewish 
Theological Seminary in New York City to the Brooklyn College in Brooklyn, 
N. Y., without first securing permission from the Service. The alien’s application 
of November 5, 1951 for preexamination was denied because the Polish quota 
had been oversubscribed. 

Deportation proceedings were instituted against the alien on August 25, 1952. 
After a hearing on September 3, 1952, it was ordered that she be granted the 
privilege of voluntary departure. 

Miss Kunda attended the Beth Jacob Seminary in Brooklyn, N. Y., from Janu- 
ary 1950 until June 1950, the Thomas Jefferson High School in Brooklyn from 
July 1950 until September 1950, and the Jewish Theological Seminary in New 
York City from September 1950 until June 1951. According to the dean of the 
Jewish Theological Seminary, Miss Kunda transferred to the Brooklyn College 
in order to enroll in certain courses required by the seminary to obtain a bachelor 
of religious education degree. When last interviewed Miss Kunda was employed 
by Geigy & Co. in New York City, earning $44 a week, and attending evening 
classes at Brooklyn College. She resides with an uncle and aunt in New York 
City. 

The alien testified that the Russians banished her family to Siberia in 1940 
because her father had owned three factories in Poland and was anti-Communist. 
Her father was placed in a labor camp in Siberia and she attended elementary 
school there. The family was liberated in 1946 and returned to Poland. In 
December 1947 Miss Kunda went to Sweden, where she attended high school. 
Her mother is deceased and her father, stepmother, sister, and a half-brother 
are presently residing in Israel. 

Miss Kunda has two uncles and aunts residing in the United States. 


Mr. Keogh, the author of this bill, appeared before a subcommittee 
of the Committee on the Judiciary and urged the enactment of his 
measure, and introduced a witness who testified in support of this 
legislation as follows: 


STATEMENT}RY WavrTeR L. KirscHeENBAUM, DirEcToR oF PuRLIc RELATIONS OF 
JewisH Laror ComMITTEE, IN Support or H. R, 792 


Gentlemen, the Jewish Labor Committee fully supports the bill in behalf of 
Faiga Kunda, H. R. 792, introduced by Congressman Eugene J. Keogh of the 
Ninth District, New York. We have been in the forefront of the Jewish labor 
movement fighting against all forms of totalitarianism and especially against 
Communist conspiracy. Miss Kunda herself has been the victim of a Soviet 
Siberian concentration camp. Her family had been exiled during the Hitler- 
Soviet pact when Poland was divided. 

We would be gaining a citizen for our country who though young in years, 
has had in the formative years in her life the necessary ingredients to love human 
freedom and to hate tyranny. She is going to Brooklyn College during the 
evening because she wants to learn, to know, and to love our country and the 
things it stands for. She is considered a political enemy in Poland because of 
her violent anti-Communist leanings. 

She came here as a student and has fulfilled those obligations of her stay that 
she was cognizant of, and we believe that by temperament and education she 
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would make an excellent citizen. She wants to teach and we could have no finer 
reacher for our children than one who has had a firsthand taste of totalitarianism 
nd an appreciation for our institutions. 


” We support her stay in this country as the representatives of 500,000 Jewish 
trade unionists affiliated with the American Federation of Labor and the Congress 


f Industrial Organizations. 
Upon consideration of all the facts in this case, the committee is of 


the opinion that H. R. 792 should be enacted and accordingly recom- 
mends that the bill do pass. 
O 
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( No. 1396 


SISTER ISABEL (PURIFICACION MONTEMAYOR MACEO) 


Marcu 24, 1954.—Committed to the Committee of the Whole House and ordered 
to be printed 


Miss THompson of Michigan, from the Committee on the Judiciary, 
submitted the following 


REPORT 


[To accompany H. R. 807] 


The Committee on the Judiciary, to whom was referred the bill 
H. R. 807) for the relief of Sister Isabel (Purificacion Montemayor 
Maceo), having considered the same, report favorably thereon with- 
out amendment and recommend that the bill do pass. 


PURFOSE OF THE BILL 


The purpose of this bill is to grant the status of permanent residence 
in the United States to Sister Maria Isabel, also known as Purificacion 
Montemayor-Maceo, a native and citizen of Spain. The bill also 
provides for the payment of the required visa fee and for an appro- 
priate quota deduction. 


GENERAL INFORMATION 


The beneficiary of this bill, Sister Maria Isabel, is a member of the 
Dominican Order of Sisters, and was admitted into the United States 
as a student on June 27, 1950, and is presently employed as a teacher 
in St. Joseph’s Parochial School at Alice, Tex. 

The pertinent facts in this case are contained in a letter from the 
Commissioner, Immigration and Naturalization Service, dated No- 
vember 9, 1953, to the chairman of the Committee on the Judiciary. 
The said letter, and accompanying memorandum, reads as follows: 
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A-7805970 
DEPARTMENT OF JUSTICE, 
IMMIGRATION AND NATURALIZATION SERVICE, 
November 9, 1958 
Hon. CHauncrty W. REED, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D. C. 

Dear Mr. Cuarrman: In response to your request of the Department of 
Justice for a report relative to the bill (H. R. 807) for the relief of Sister Isahy 
(Purificacion Montemayor Maceo), there is annexed a memorandum of informs. 
tion from the Immigration and Naturalization Service files concerning the bene. 
ficiary. 

The bill would grant the alien permanent residence in the United States up 
payment of the required visa fee. It wouldjalso direct that one number 
deducted from the appropriate immigration quota. 

The alien is chargeable to the quota of Spain. 

Sincerely, 
A. R. Mackey, Commissioner 


\ikMORANDUM OF INFORMATION FROM IMMIGRATION AND NATURALIZATIV 
Service Fines COoNceRNING Sister ISABE! PuRIFICACION MOoNTEMAY 
Maceo), Benericrary or H. R. 807 


Sister Maria Isabel, also known as Purificacion Montemayor Maceo, a na 
and citizen of Spain, was born on February 6, 1912. She arrived in the U: 
States at the port of New York on June 27, 1950, when she was admitted 
student, destined to the St. Mary’s Dominican College in New Orleans, La 
About July 18, 1951, she transferred to the St. Joseph’s Catholie Parish at Ali 
Tex., where she assisted in teaching the Mexiean children. Her application for 
an extension of her stay was denied on November 30, 1951. On February 12, 1952 
her request for a change in her status to that of visitor was denied, and she was 
given a period of 60 days within which to depart from the United States. _T! 
period was later extended 30 days, and on May 14, 1952, she was granted permis 
sion to enter Our Lady of the Lake College at San Antonio, Tex., as a student, pro- 
vided she would carry a full course of study. Upon fulfillment of this conditi 
her stay was extended until April 10, 1953. 

Sister Maria Isabel is a member of the Dominican Order of Sisters, who 
present headquarters are located in Manila, Philippine lslands. It has been stat 
that the order had difficn!tv in securing teachers for their schools in the U: 
States. The petition of the St. Joseph’s Parochial School submitted on behalf 
the alien as one whose services are urgently needed in the United States 
nisapproved on April 10, 1953. Sister Maria Isabel was educated in Toled 
Spain, at the Escuela de Magisterio Femenino Santa Teresa de Jesus de ‘Toled 
and received a degree which she stated is equivalent to that of an A. B. degree i 
education in this country. 

The alien’s parents are deceased. Two brothers and one sister reside in Spail 


Mr. Kilday, the author of this bill, appeared before a subcommittee 
of the Committee on the Judiciary and urged the enactment of his 
measure, submitting the following statements in its support: 


STATEMENT OF Rey. ANGEL VizcarRa, O. P., Drrectror, St. JosEpH’s Scuoot, 
Atice, Tex., AS TO MANNER IN WuicnH SERVICES OF BENEFICIARY WILL BE 
SUBSTANTIALLY BENEFICIAL PROSPECTIVELY TO THE NATIONAL Economy, 
CULTURAL INTERESTS, OR WELFARE OF THE UNITED STATES 


The stay of Sister Isabel in the United States will be beneficial to the country 
because of the following services which she will render in the city of Alice, Tex 

She will teach Spanish to English-speaking children, and religion in the Catholic 
school. She will assist in a social agency office which has been opened to take 
care of sick and destitute people. She will visit the sick and physically handi- 
capped in their own homes, rendering to them such services in the way of sanitation 
and hygiene as the case may require, all free of charge. 

Signed at Alice, Tex., on this the 14th day of April, A. D. 1953. 


ANGEL VizcarRa, O. P., 
Director, St. Joseph’s School, Alice, Tez 
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SraTEMENT OF Rev. ANGEL Viscarra, O. P. Director, St. JosEpu’s ScHoo., 
Auice, Tex., AS TO Errorts Mapge To Finp, WITHIN THE UNITED STATEs, 
PERSONS QUALIFIED To PERFORM THE Work, LAROR, OR SERVICES WHICH 
Witt Be RENDERED RY THE BENEFICIARY 


All efforts to procure the services of a qualified person to perform the work, 
labor, cr services which will be rendered by the beneficiary have been in vain. 
The principal reason why we have failed to find someone is that no one is willing 
to serve free of charge. Furthermore, the new graduate nurses who work under 
the direction of doctors either in hospitals or in private offices are insufficient to 
the multiple cases which come up, particularly among Spanish-speaking people. 

Signed at Alice, Tex., on this the 14th day of April A. D. 1953. 

ANGEL VizcaRRa, O. P., 
Director, St. Joseph’s School, Alice, Tez. 


THe STATE OF TEXAs, 
County of Bexar, ss: 

Before me, the undersigned authority in and for said county, State of Texas, 
this day personally came and appeared Rev. Angel Vizcarra, O. P., to me well 
known, and who after being by me duly sworn, did depose and say: 

My name is Angel Vizcarra. I am pastor of St. Joseph’s Catholic Church and 
lirector of St. Joseph’s School, in Alice, Jim Wells County, Tex. 

Our school is very much interested in procuring the services of Sister Isabel 
Purificacion Montemayor Maceo), who is not a student at Our Lady of the 
Lake College, in San Antonio, Tex., for the reason that she is well-trained to 
teach the Spanish language to English-speaking children, to teach religion in the 
parochial schools, and to serve as a social worker free of charge. 

We believe in the capabilities and suitability of Sister Isabel because of the 
many years which she devoted in Spain to the teaching profession. She taught 
for 18 years and she was very successful. Also we are well aware of her suit- 
ability for social-service work because during the 3 years of the Spanish War she 
served in one of the services attached to the International Red Cross in different 
hospitals. 

Further affiant sayeth not. 

Rv. ANGEL Vizcarra, O. P., 

Sworn to and subscribed before me, this the 14th day of April, A. D. 1953. 


[SEAL] CarLos Garcia, Jr., 
Notary Public in and for Jim Wells County, Tex. 


Upon consideration of all the facts in this case, the committee is of 
the opinion that H. R. 807, should be enacted and accordingly rec- 
ommends that the bill do pass. 
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JOSEPH VYSKOCIL 


Marcu 24, 1954.—Committed to the Committee of the Whole House and ordered 
to be printed 


Miss THompson of Michigan, from the Committee on the Judiciary, 
submitted the following 


REPORT 


{To accompany H., R. 808] 


The Committee on the Judiciary, to whom was referred the bill 
(H. R. 808) for the relief of Joseph Vyskocil, having considered the 
same, report favorably thereon with amendment and recommend that 
the bill do pass. 

The amendment is as follows: 

Strike out all after the enacting clause, and subsitute the following: 

That, for the puposes of the Immigration and Nationality Act, Joseph Vyskocil 
shall be held and considered to have been lawfully admitted to the United States 
for permanent residence as of the date of the enactment of this Act upon pay- 
ment of the required visa fee. Upon the granting of permanent residence to such 
alien as provided for in this Act, the Secretary of State shall instruct the proper 


quota-control officer to deduct one number from the appropriate quota for the 
first year that such quota is available. 


PURPOSE OF THE BILL 


The purpose of this bill, as amended, is to grant the status of 
permanent residence in the United States to Joseph Vyskocil, a native 
and citizen of Czechoslovakia. 

The bill has been amended in accordance with established prece- 
dents, and to conform with the language of the Immigration and 
Nationality Act. 

GENERAL INFORMATION 


The pertinent facts in this case are contained in a letter, dated 
July 25, 1951, from the Deputy Attorney General to the then chairman 
of the Committee on the Judiciary, regarding a bill (H. R. 731) 
pending during the 82d Congress. The said letter reads as follows: 
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JuLy 25, 1951 
Hon. EMANUBL CELLER, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D. C. 

My Dear Mr. CuairMan: This is in response to your request for the views of 
the Department of Justice relative to the bill (H. R. 731) for the relief of Joseph 
Vyskocil, an alien. 

The bill would direct the Attorney General to record the lawful admission for 
eraenes residence in the United States of Joseph Vyskocil at the port of New 

‘ork as of April 23, 1950, upon popes by him of the required visa fee and head 
tax. It would also direct the Secretary of State to instruct the proper quota- 
control officer to deduct one number from the appropriate immigration quota 

The files of the Immigration and Naturalization Service of this Department 
disclose that the alien is a native and citizen of Czechoslovakia, having been born 
on March 19, 1895, in Prague. Coming from India, he last entered the United 
States on May 23, 1950, at the port of New York, via plane, when he was admitted 
as a temporary visitor until August 23, 1950, under section 3 (2) of the Immigra- 
tion Act of 1924. He was granted an extension of his temporary stay until 
November 3, 1950. 

The files further reflect that the alien stated that at the time of his entry into 
the United States he did not intend to remain here permanently, but was coming 
to this country for a temporary visit. He further stated that he is a portrait 
painter by occupation, that he has been doing some portrait work and sketches 
of local scenes, and that he had secured a contract with a private company in 
Texas to paint a mural, for which he will receive a fee of $500 when it is completed 
It appears that upon his entry into this eountry,he remained for a short time in 
New York City, after which he proceeded to San Antonio, Tex., where he was a 

uest in the home of Lt. Comdr., W. W. Stark, retired, from July until the 
atter part of September, 1950. Mr. Vyskocil stated that he resided in India from 
1931 until his departure for the United States and that he was anti-Nazi during 
the war, volunteering his services to the British. 

The quota for Czechoslovakia, to which the alien is chargeable, is oversubscribed 
and an immigration visa is not readily obtainable. His case is similar to those of 
many other aliens who desire entry into the United States for permanent residence, 
but who are unable to do so because of the oversubscribed condition of the quotas 
to which they are chargeable. The record presents no facts to justify the enact- 
ment of special legislation granting him a preference over the many other aliens 
in Czechoslovakia and other foreign countries who are awaiting their turn for the 
issuance of immigration visas. In recent years, many aliens, like Mr. Vyskocil, 
have gained admission to the United States as visitors, remaining here and then 
trying to obtain an unjust preference over the alien who, in compliance with the 
law, remains abroad and awaits his regular turn for the issuance of an immigration 
visa. 

Accordingly, the Department of Justice is unable to recommend passage of this 
legislation. 

Yours sincerely, 
Peyton Forp, 
Deputy Attorney General. 


Mr. Kilday, the author of this bill, appeared before a subcommittee 
of the Committee on the Judiciary and recommended the enactment 
of his measure, submitting the following letters in its support: 


St. Leo’s Recrory, 
San Antonio 4, Tex., September 11, 1958. 
Hon. Paut J. Kiipay, M. C., 
Federal Building, 
San Antonio 5, Tex. 

Dear Mr. Kitpsy: I am wondering what progress has been made on the case 
of Mr. Josef Vyskocil, to legalize his presence in the United States and to make 
it possible for him to proceed with the acquiring of citizenship. 

he poor man is impatient to put to good use his varied talents, and to be 
able to. proceed with recovering some equipment and other property that he 
owns in India and in England. As a man without a country he is hampered in 
many ways. 

Anything you can do for him will, I am convinced, be to the good of our country, 
too. He will make a valuable citizen. I am enclosing a sample of his work. He 
has given me his woodcut of Mission Concepcion to be made into a postcard, to 
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be sold for the benefit of that mission. I believe I sent you one of his original 
prints of that same woodcut. He is contemplating a series of this type of picture 
of all the missions, and I have encouraged him, but he should have a car to get to 
these places, and he hesitates to get one because of his uncertain status. He is 
also writing some modern music. I believe he would make a good professor of 
art at one of our colleges, and he could get such a position if he could apply with 
some confideyce in his status. 

Anything you can do for this man in your kindness will be sincerely appreciated. 


Very Rev. Joun L. Morxkovsky. 


Sr. Leo’s Recrory, 
San Antonio 4, Tex., October 14, 1950. 
Hon. Pauu Kiwpay, 
House Office Building, Washington, D. C. 

Dear Mr. Kiupay: Several weeks ago I wrote you in behalf of an acquaintance 
of mine, Joseph Vyskocil, of Czechoslovak origin, who, I believe, is deserving of 
some assistance so that he can establish a permanent status in the United States. 
The matter is rather urgent, because his permit will run out on Nov. 23. He 
will likely have no difficulty in getting it extended for 3 months by the Bureau 
of Immigration, but that will be the last extension he can expect. 

Mr. Vyskocil is a graduate architectural engineer since 1919. but has never 
followed that profession. Since getting his degree he has been a portrait painter 
and artist, in European countries, 24 years in the United States 1927-29—but 
mostly in India. e is anti-Communist, and consequently a man without a 
country—he refused to surrender his Czech passport as officially requested by 
the Czech Communist government in November 1949. All decent Czech nationals 
are now cither dead, or in concentration camps, or stateless, if they were fortunate 
enough to be out of their country. Mr. Vyskocil is among the latter. 

I wrote in my recent letter to you that the art department of Our Lady of the 
Lake College was interested in procuring the services of Mr. Vyskocil as a pro- 
fessor. I find now that there is no immediate prospect of a position there. Such 
& prospect would have doubtless increased the possibility of obtaining a non- 
quota status. Their registration is now completed for this term, and their 
present staff is able to take care of their students. The head of the department 
assured me she was much impressed with-his talent when she had a conversation 
with him, but they have no place for him now. I have not contacted other 
colleges. The only hope of obtaining a nonquota immigrant status will be in 
your hands. 

Enclosed is a dossier prepared by Mr. Vyskocil. I sincerely hope you will be 
able to do something. 

Sincerely, 
Very Rev. Joun L. Morxovsky, 
Superintendent of Catholic Schools, Archdiocese of San Antonio. 


JOSEPH VYSKOCIL 
Passport data 


No. 3641—471—48 (now invalid). 

Name: Ing. Josef Vyskocil. 

Right of residence: Praha. 

Place of residence: Patiala, India. 

Occupation: Portrait painter. 

Place and date of birth: Praha, March 19, 1895. 

Date of issue: November 6, 1946. 

This passport was issued like all previous passports since 1931, by the Czecho- 
slovakian Consulate General in Bombay, signed by Dr. Lusk. 
Certificate of identity 

No. I.C./27579, dated April 10, 1950. 

Issuing authority: Chief Commissioner, Delhi. 

Valid for United States of America up to April 10, 1951. 

Nonimmigration visa No. 219, dated April 11, 1950, issued by Consular Service, 
American Embassy, New Delhi. 

Left India from Calcutta by air on April 21, 1950. 

Arrived New York, April 23, 1950. 
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Admitted same day, after examination by special board, United States Depart. 
ment of Justice, Immigration and Naturalization Service, Ellis Island. 

Nonimmigrant registration No. V-742775, for 3 months. 

This permit was extended until November 23, 1950, in San Antonio. 

Other data 

Graduated civil engineer with honors in Prague, 1919. 

Lived in England 1 year, 1921-22. 

1922-27 visited and studied art in France, Italy, Spain, and Egypt. 

Visited in United States of America 2% years, 1927-29. 

Arrived in India January 17, 1931, by car and lived there since, mostly in the 
Indian states, painting portraits for many prominent maharajas, viceroys, and 
other British personalities. Also made a series of etchings. 

At the outbreak of World War II, volunteered for government service, and was 
for 8 months a member of Aliens Interrogation Committee, Intelligence Bureau, 
Home Department, Government of India, and remained at their disposal for the 
duration of the war. 

Did not surrender my Czechoslovakian passport as officially requested in 
November 1949. 

Applied for visitor’s visa to United States of America and declared under oath 
on February 2, 1950, at the United States Embassy at New Delhi, that I do not 
recognize the present government in Czechoslovakia. 


Upon consideration of all the facts in this case, the committee is of 
the opinion that H. R. 808, as amended, should be enacted and accord- 
ingly recommends that the bill do pass. 


O 





y mostly in the 
viceroys, and 


vice, and was 
gence Bureau, 
sposal for the 


requested in 


ed under oath 
that I do not 


mittee is of 
and accord- 





33p CONGRESS HOUSE OF REPRESENTATIVES Report 
od Session No. 1398 





NICHOLAS KATEM, THEODOSIA KATEM, BASIL KATEM, 
AND JOSEPHINE KATEM 


Marcu 24, 1954.—Committed to the Committee of the Whole House and ordered 
to be printed 


Mr. Hype, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany H. R. 848] 


The Committee on the Judiciary, to whom was referred the bill 


' (H. R. 848) for the relief of Nicholas Katem, Theodosia Katem, 
Basil Katem, and Josephine Katem, having considered the same, 
report favorably thereon without amendment and recommend that 
the bill do pass. 


PURPOSE OF THE BILL 


The purpose of this bill is to grant the status of permanent residence 
in the United States to Nicholas Katem, his wife and two children. 
The bill also provides for the payment of the required visa fees and for 
the appropriate quota deductions. 


GENERAL INFORMATION 


The beneficiaries of this bill are husband and wife, who are natives 
of Turkey, and their two children who were born in China, where the 
entire family has resided since 1926. 

The pertinent facts in this case are contained in a letter dated 
December 7, 1953, from the Acting Commissioner, Immigration and 
Naturalization Service, to the chairman of the Committee on the 
Judiciary. The said letter, and accompanying memorandum, reads 
as follows: 
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DEPARTMENT OF JUSTICE, 
IMMIGRATION AND NATURALIZATION SERVICE, 
December 7, 1952 col 
Hon. Cuauncey W. Rezzp, of 
Chairman, Committee on the Judiciary 
House of Representatives, Washington, D. C. 


Dear Mr. CuHarrMAN: In response to your request of the Departm 
Justice for a report relative to the bill (H. R. 848) for the relief of Nicholas Ka, ater 
Theodosia Katem, Basil Katem, and Josephine Katem, there is attached a moe; 


of 


randum of information concerning the beneficiaries. This memorandum has hee; 192 
prepared from the Immigration and Naturalizatioti Service files relating to the ms 
beneficiaries by the Los Angeles, Calif., office of this Service, which has custod Mr 
of those files. Th 

The bill would grant the aliens permanent residence in the United States wp, : 


payment of the required visa fees. It also directs that four numbers be deduct 
from the appropriate immigration quota. 

The first two named aliens are chargeable to the quota of Turkey. The las; 
two named aliens are chargeable to the quota of China. However, it appears 
that the beneficiary, Josephine Katem, is eligible to nonquota status and, if other 
wise qualified, able to obtain a nonquota immigrant visa. 

Sincerely, 
B. G. HaBBERTON, 
Acting Commission the 


MEMORANDUM OF INFORMATION FROM IMMIGRATION AND NATURALIZATION 
FILES RE NICHOLAS KATEM, THEODOSIA KATEM, BASIL KATEM, AND JOS} 








KATEM, RENEFICIARIES OF H. R. 848 
The beneficiaries are husband &nd wife and-their two children Mr. N ‘ 
Katem, also known as Nicolas Katem, was born on February 20, 1894, in 7 

His wife, Theodosia Katem, was born on December 6,.1905, in the same co 

They are both citizens of Turkey. ‘Their children, Basil and Josephir 

both born in China on October 31, 1931, and September 12, 1934, respect 

and. are, nationals of Greece The last foreign residence of the beneficiay y | 
China. Mr. Katem resided in that country from 1920 until immediately pr the 


his’ entry into the United States, and Mrs, Katem resided there from 1926 
immediately prior to her entry into the United States. 

Nicholas Katem. last entered the United States on or about July 8, 1949 
port of Blaine, Wash., being admitted as a temporary visitor until November 2 


me 





1949. Mrs. Kate und her children, Basil and Josephine, entered U 
States at the port of San Franéisco, Calif.; on May 27, 1949, and were ad 
as temporary visitors until November 26, 1949 

Applications to adjust the immigration status of these four beneficiaries | 
of .pe tens nt residents under the provisions of the Displaced Persons Act ¢ 
were.denied by this Service on August 15, 1949. Subsequently, deportatio 
ceedings’ were instituted against them aa on January 11, 1951, after 
they were granted the privil i voluntary departure from the U nited 
On June 12, 1951, private bill H. R. 4424 was introduced for their rel 
bill did not receive congressional approval. 

Mr. Katem is employed as an inspector by the Weber Showcase & | 
Co., Los Angeles, Calif., at a salary of approximately $400 a month. M 
Katem’'is emploved as a saleslady by the May Co., Los Angeles, Calif., at a sa 
of'$225 a month. Their assets _— approximat ely $5,500, consisting of a $2,000 
equity in their home which is valued at $10,000, and $3 500 in cash, 

The son, Basil Katem, is a student. at Los Angeles: City College, Los Ange 
Calif., and the dau ghter, Josephine, was married on November 5, 1951, 


Patrick MacLean, a native United States citizen. They have one child, | 
July 5, 1952, at Los Angeles, Calif. 
The beneficiaries are all residing at. 4275 Halidale Avenue, Los Angeles, Cal 








Mr and Mrs. Katem have one other daughter, Alice Katem, a native of ‘ 
and national of Greece, who also resides in Los Angeles, Calif. She was adi 
to this countrv as a student on September 14, 1946, at San Francisco, 
She completed her education and has applied for adjustment of | 
migration status as a displaced person. A decision regarding this ay 


has not as vet been reached. 
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Mr. McDonough, the author of this bill, appeared before a sub- 


committee of the Committee on the Judiciary and testified in support 


of his measure, as follows: 
\ir. Chairmen, I introduced H. R. 848 for the relief of the Katem femilv, 

and Mrs. Nicholes Katem, and their children, Besil and Josephine, because, 
severe hardship would be imposed upon this family if they were 


vy opinion, & 
forced to depart from the United States 
Mr. and Mrs. Katem are of Greek derivation end were born in Turkey In 
1920 for the first time they were forced to leave their home to escape the Turkish 
ssacres of the Christians Having no established hom , +. 
and Mrs. Keatem went to Chine, where thev bees 
r Children were born in China, 
Ketem and the children entered the 
gtem entered in July of the same vear. Once again the 
» leave their home as a result of the rise of the Chinese 
The Ketem femilv eennot return to China, end have no other place to go 
e established a new home in the United St send ar 


United Stetes in May of 1949, and 
family hed been 


Communists to 
anxious to remain 
he Katem family attempted to obtain administrative and applied for 

5, 1949. Had 


splaced persons status, but their application was denied Augus 


» evacuation of European residents, or had 


family remained in China until the 
arrived in the United States 1 month earlier, they might have qualified for 

splaced persons status. 

According to the report of the Immigration and > 
Mrs. Katem are both employed, and are purchasi 

son, Basil, is at present a student at Los Angele 

ighter, Josephine, is now married to a native [| 

1, born in Los Angeles 

elieve the Katem family is entitled to legislative 
» members of this committee give favorable consideration té 


relief 


Lurallzatio 


relief, and I sincerely req 


»H 2. S48 for 


Upon consideration of all the facts in this case, the committee is of 
the opinion that H. R. 848 should be enacted and accordingly recom- 


mends that the bill do pass. 
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No. 1399 


MRS. STELLA REBNER 


Marcn 24, 1954.—Committed to the Committee of the Whole House and ordered 
to be printed 


Mr. Hype, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany H. R. 849] 


The Committee on the Judiciary, to whom was referred the bill 
H. R. 849) for the relief of Mrs. Stella Rebner, having considered 
the same, report favorably thereon without amendment and recom- 
mend that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of this bill is to grant the status of permanent residence 
in the United States to Mrs. Stella Rebner. The bill also provides for 
the payment of the required visa fee and for an appropriate quota 
deduction. 

GENERAL INFORMATION 


The beneficiary of this bill is a 47-year-old native of Poland who was 
born in Dukla, Austria, a place that was ceded to Poland after World 
War I, and claims to be stateless. Mrs. Rebner entered the United 
States in 1947, accompanied by her husband, who died in Los Angeles, 
Calif., on December 8, 1949, Her only surviving relative, to her 
knowledge, is an uncle who resides in Budapest, Hungary. 

The pertinent facts in this case are contained in a letter dated June 
15, 1953, from the Commissioner, Immigration and Naturalization 
Service, to the chairman, Committee on the Judiciary. The said 
letter, and accompanying memorandum, reads as follows: 


42007 
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DEPARTMENT OF JUSTICE, 
IMMIGRATION AND NATURALIZATION SERVICE, 
June 15, 1953. 
Hon. CHauncey W. REeEp, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D. C. 


Dear Mr. CHAIRMAN: In response to your request of the Departmen 
Justice for a report relative to the bill (H. R. 849) for the relief of Mrs, Stella 
Rebner, there is annexed a memorandum of information from the Immigratioy 
and Naturalization Service files concerning the beneficiary. 

The bill would grant the alien permanent residence in the United States upor 
payment of the required visa fee. It would also direct that one number be 
deducted from the appropriate immigration quota, 

The alien is chargeable to the quota of Poland, which is oversubscribed. 

Sincerely, 
A. R. Mackry, Commissioner, 


MEMORANDUM OF INFORMATION FROM IMMIGRATION AND NATURALIZATION 
Service Fires Re Mrs. Srevta ReBNER, BeNerFicrary oF H. R. 849 


Mrs. Stella Rebner was born on March 6, 1906, in Dukla, Austria, a place that 
was ceded to Poland after World War I. She claims to be stateless. She 
entered the United States from Mexico on December 14, 1947, at El Paso, Tex 
accompanied by her husband, Arthur Rebner. They were admitted as visitors 
for a period of 6 months. Mr. Rebner died in Los Angeles, Calif., on December 
8, 1949. 

Mrs. Rebner received an extension of stay until September 14, 1948, and filed 
an application for adjustment of immigration status under the Displaced Persons 
Act of 1948. Her application was denied on the basis of a finding that she would 
be able to return to Austria, the country of her last foreign residence, without 
fear of persecution on racial, religious, or political grounds. 

Deportation proceedings were instituted against Mrs. Rebner on January 4, 
1952, on the charge that, after admission as a visitor, she had remained in the 
United States longer than permitted. These proceedings have not been concluded 

Mrs. Rebner left her birthplace during infancy and resided in Vienna, Austria 
with her parents until 1938. Thereafter she lived temporarily in Switzerland, 
France, and Portugal until December 1941 when she was admitted to Mexic 
for temporary residence as a political refugee. She remained in Mexico until her 
entry into the United States in December 1947. Since then she has resided ir 
Los Angeles, Calif. 

Mrs. Rebner attended school in Austria until she was 19 years of age. Her 
last 2 years of school were spent at the State Academy of Music and Arts in 
Vienna. She was married in Vienna in 1936 to a Dr. Ernest Strauss from whom 
she was later divorced. Mrs. Rebner fixes the date of divorce as 1938 and states 
that she is unable to procure a copy of the divorce decree. On June 5, 1940, she 
was married in Paris, France, to Arthur Rebner, who was then known as Huber, 
as he had previously assumed that name in connection with the broadcasting of 
anti-Nazi propaganda over the French radio. They continued to use the name of 
Huber until after their arrival in the United States. Mr. Rebner was described as 
having been a playwright and composer. Mrs. Rebner stated that he was a 
native of Poland who had become a citizen of Austria through naturalization 

When she came to the United States, Mrs. Rebner was accompanying her 
husband who had filed a suit against Loews, Inc., for alleged infringement of a 
copyright on one of his plays. A settlement of $3,500 was made, half of whic! 
went to Mr. Rebner’s attorney. Most of the balance was spent for medical 
expenses resulting from an automobile accident in which Mr. Rebner was involved 
on September 26, 1948. A personal injury suit was filed by. Mr. Rebner and is 
still pending. Mrs. Rebner states that. she expects to receive royalties on her 
husband’s work and that these will be sufficient for her maintenance. However, 
she had no assets at the time she was interviewed and owed the Jewish Family 
Service the sum of $1,000 for loans made to her from time to time. 

For a short time in 1952, Mrs. Rebner worked as a cook in a Los Angeles 
restaurant. She is a professional bridge player and has participated in a number 
of tournaments in the Los Angeles area. 

Mrs. Rebner’s only surviving relative, so far as she knows, is an uncle residing 
in Budapest, Hungary. 
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Mr. McDonough, the author of this bill, appeared before a sub- 
committee of the Committee on the Judiciary, and testified in support 
of his bill, as follows: 


Mr. Chairman, Mrs. Stella Rebner, in whose behalf I introduced H. R. 849, 
was born in Dukla, in southern Poland which was formerly Austrian territory. 
\s a child she moved with her parents to Vienna, Austria, where she resided until 
1938. 

Mrs. Rebner left Austria after the Nazi invasion, and after her mother, sister- 
in-law, and many rels tives and friends had been killed. 

She fled to Paris, was admitted to France as a political refugee, and later 
married Arthur Rebner, a well-known musician and playwright, who was ex- 
tremely active in anti-Nazi work. 

With the German invasion of France, Mr. and Mrs. Rebner again fled, this 
time to Spain, then to Portugal, and eventually to Mexico. In 1947, Mr. and 
Mrs. Rebner were admitted to the United States on a nonimmigrant visa under 
section 3 (2) of the Immigration Act of 1924. Mrs. Rebner, since that date, has 
been refused readmission to Mexico. 

Mr. Rebner, after entering the United States, applied for displaced-persons 
status, but while his application was under consideration, he died of a heart 
attack in Los Angeles on December 8, 1948. 

Mrs. Stella Rebner claims to be stateless. She has no relatives in Austria or 
France. Her only surviving relative, so far as she knows, is an uncle residing in 
Budapest, Hungary. 

Mrs. Rebner has excellent character reference which I have here today for the 
examination of the committee. She also has a properly executed guaranty of 
support. 

She has worked as a cook, and also has gained an excellent reputation as a 
tournament bridge player in the Los Angeles area. She has won many trophies, 
and because of her excellent record in this sport, she has on occasion been engaged 
as a teacher. 

Mrs. Rebner is chargeable to the quota of Poland which is oversubscribed. 
She has no country she can go to if she is required to leave the United States. 
She has now established a home in this country, made many friends, and has 
received excellent references as to her character and personal life. 

In my opinion, Mrs. Rebner would face a very serious hardship if she were 
again forced to leave her home. I believe, since administrative relief is not 
— in her case, that she should be permitted to remain in this country, and 

sincerely request your favorable consideration of H. R. 849 to grant relief to 
Mrs. Rebner. 


Upon consideration of all the facts in this case, the committee is of 
the opinion that H. R. 849, should be enacted and accordingly recom- 
mends that the bill do pass. 
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Id Session 


No. 1400 


ABUL K. BARIK 


Marcu 24, 1954.—Committed to the Committee of the Whole House and ordered 
to be printed 


Mr. Hyp, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany H. R. 897] 


The Committee on the Judiciary, to whom was referred the bill 
(H. R. 897) for the relief of Abul K. Barik, having considered the 
same, report favorably thereon without amendment and recommend 
that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of this bill is to grant the status of permanent residence 
in the United States to Abul K. Barik, a native and citizen of India. 
The bill also provides for the payment of the required visa fee and for 
an appropriate quota deduction. 


GENERAL INFORMATION 


The pertinent facts in this case are contained in a letter, dated 
February 9, 1954, from the Commissioner, Immigration and Naturali- 
zation Service, to the chairman, Committee on the Judiciary. The 
said letter, and accompanying memorandum, reads as follows: 


DEPARTMENT OF JUSTICE, 
IMMIGRATION AND NATURALIZATION SERVICE, 
February 9, 1954. 
Hon. Coauncry W. REeEp, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D. C. 


Dear Mr. CHAIRMAN: In response to your request of the Department of Justice 
for a report relative to the bill (H. R. 897) for the relief of Abul K. Barik, there 
is attached a memorandum of information from the Immigration and Naturaliza- 
tion Service files concerning the beneficiary. 

The bill would grant the alien permanent residence in the United States upon 
payment. of the required visa fee. It also would direct that one number be 
deducted from the appropriate immigration quota. 

The alien’s service in the Armed Forces of the United States subsequent to 
June 24, 1950, would entitle him to the benefits of Public Law 86, 83d Congress, 
except for the fact that he was not lawfully admitted to the United States as 
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required by that Public Law. It is noted that Mr. Barik has testified that at 
the time of his admission to the United States as a seaman, it was his intention 
to remain permanently in this country. He, therefore, was an immigrant who 
required an immigration visa. Since he had no such document, his admission was 
not a lawful one. 
Mr. Barik is chargeable to the quota of India. 
Sincerely, 


A. R. Mackey, Commissioner, 


MEMORANDUM OF INFORMATION FROM IMMIGRATION AND NATURALIZATION 
Service Fires rE Aput K. Barix, Benericiary or H. R. 897 


Abul K. Barik is a native and citizen of India, who was born on January 3, 1927, 
He arrived in the United States‘at New York, N. Y., on December 9, 1946, when 
he was admitted as a seaman for a period not to exceed 29 days. He deserted 
his ship and remained in this country. He testified that at the time of his admis. 
sion to the United States, it was his intention to remain permanently. 

Deportation proceedings were instituted on December 29, 1951, on the ground 
that, at the time of entry, he was an immigrant not in possession of a valid immi- 
gration visa. He was granted voluntary departure on June 24, 1952, but failed 
to avail himself of this privilege because he was then overseas in the service of 
the United States Army, having been inducted on January 30, 1951. According 
to last information, Mr. Barik is still serving in the Armed Forces of this country 
overseas. 

Mr. Barik was a merchant seaman for 4 years during World War II, serving on 
British and American ships. After his ‘arrival in the United States he worked as 
a cook in various restaurants in New York City until his induction into the United 
States Army. He is not married and there appears to be no one in this country 
dependent upon him for support. He stated that he sends $25 a month to his 
parents, who reside in India. 


The beneficiary of this bill was honorably discharged from the Army 
of the United States on December 17, 1953, and a copy of that certifi- 
cate is contained in the committee file on this bill. 

Mr. Roosevelt, the author of this bill, recommended the favorable 
consideration of this bill and submitted the following letters in support 
of his measure: 


Battery D, 29rm AAA Avromatic Weapons Barra.ion (SP), APO 201, 
June 2, 1958 
Hon. FRANKLIN ROOSEVELT, Jr., 
House of Representatives, 
Washington 25, D. C. 


Dear Mr. RoosEvEtt: This letter is in reference to bill H. R. 897 introduced 
to the House of Representatives by you regarding a member of my command, 
Cpl. Abul K. Barik, U. 8. 51082688. He has asked me to write this letter to you 
in order that you may better understand his situation and present status. 

Abul Barik is a member of this organization and has been since January 21, 
1953, when he returned to Japan from Korea. In Korea, he was a member of 
the 625th FA Bn of the 40th Division. He has a letter, which I believe he will 
forward to you, from his previous battery commander to cover the period prior 
to his arrival in my unit. While in Korea, he received the Bronze Star for valor 
against the enemy and has two campaign stars on his Korean ribbon. 

During the period of time that I have observed him, he has impressed me as 
being a very fine soldier. He is interested in his work and performs it efficient!) 
I consider him one of the better cooks in my mess hall at the present time. His 
performance is superior to many cooks which I have had serve under me 
while in the Army. He is well liked by all personnel in the unit, which is indicative 
of his character, which is excellent. 

I sincerely hope that through your help, he will become a citizen of the United 
States. He definitely has the right considering he has fought with our forces in 
combat and has been decorated for his action. 

Request information regarding his status so I may be able to advise Cpl. Abul 
Barik of expected action. His rotation date to the ZI is December 1953 and upon 
rotation, he may be deported due to his present citizenship status. 

Sincerely yours, 


Rosert J. LuNN, _ 
First Lieutenant, Artillery, Commanding. 
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DeceMBER 12, 1952. 
To whom it may concern: 

| have known Abul Barik for over a period of 6 months. He was a member 
of the same organization of which I served in a duty status and as his commanding 
officer for a period of 3 months. 

During this period of time, his service, interest, and devotion to duty was more 
than worthy of the highest praise. He worked tirelessly toward improving 
himself as a soldier and citizen to the end that other members of his organization 
considered him a person of the highest caliber. 

| hereby recommend him, and sincerely hope, that all possible effort be afforded 
him in order that he may be given the opportunity to become a citizen of the 
United States. 

Frank E. Mousa, 
First Lieutenant, Artillery. 


Prospect Park BRANCH, 
Youna MeEn’s CHRISTIAN ASSOCIATION, 
Brooklyn, N. Y., June 8, 1958. 
Hon. FRANKLIN D. Roosk8vE tt, Jr., 
House Office Building, Washington, D. C. 


HoNORABLE Dear Sir: I wish to write you about Abul K. Barik who is now 
a corporal in the United States Army and stationed in Japan. 

| have known Mr. Barik for at least 4 years when he came to live in our YMCA 
dormitory. For more than the past 2 years he has been in the Army, having 
been called in the draft the same as any other young man. Prior to his induction 
in the Army I saw him regularly and can speak of him only with the highest 
regard because of his industry, his attention to his work, his honesty and good 
humor, and his dependability in all kinds of matters including financial. 

It seems at the present time that some questions have been raised about his 
presence in the United States and also his right to citizenship. 

It is my opinion that he is most deserving of the right to stay in this country 


and to enjoy citizenship if he desires. If there is anything you can do to clarify 
his status I am sure he is worthy of it and will make a desirable citizen of our 
country. 

Sincerely yours, 


Frep R. BERLIND, 
Assistant Executive Secretary 


AMAWALK, N. Y., January 19, 1954. 
Mr. FRANKLIN D. ROOSEVELT, 
House Office Building, Washington, D. C. 


DeaR Mr. RooseEvett: Referring to your letter of March 18, 1953, to me 
addressed to Palm Beach, Fla.), in connection with H. R. 897 (for the relief of 
\bul K. Barik), I wish to tell you that I have recently met Mr. Barik, on his dis- 
charge from 3 years in the Army—during which he had seen much active service 
in Korea. In your letter you said, ‘‘I hope that the committee on the Judiciary 
will take early and favorable action on the measure.’”’ Now that Congress is in 
session again, I wish to sincerely echo that hope. 

In meeting Mr. Barik for the first time, after 2 years of correspondence with 
him, during which I had taken an interest in his case, I was impressed even more 
favorably than I had imagined I might be. My husband, too, gained the impres- 
sion that any efforts toward obtaining citizenship for this young man are a service 
to our country. I thought you might be interested in hearing this report of our 
personal reaction, aside from the obvious merits of the case: a young, not-privileged 
Indian, self-educated, who had won a Bronze Star and managed to become a 
Corporal in the American Army. We found Mr. Barik to be a serious, intelligent, 
dependable type of person—well mannered and capable. 

I do not know whether the committee takes this sort of report into consideration 
in its deliberations, but here it is, for what it is worth. 

, Thanking you again for whatever you are able to do on behalf of Mr. Barik, 
am, 
Sincerely yours, 
HELEN G. TIeERNEY 
Mrs. Myles Tierney. 
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It has been the consistent policy of the Committee on the Judiciary 
not to recommend for passage private bills granting permanent regj- 
dence in the United States to alien seamen who failed to reship foreign 
upon having secured shore leave in this country. However, it is 
felt that an exception from this policy is warranted in the case of a 
seaman who for 4 years during World War II served on British and 
American ships, and who served honorably in the United States 
Armed Forces for a period totaling 34 months. The committee does 
not believe that an honorably discharged veteran of the United States 
Armed Forces should be deported from this country and having con- 
sidered all the facts in this case, is of the opinion that H. R. 897 
should be enacted and accordingly recommends that the bill do pass, 
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ROBERT GEORGE BULLDEATH AND LENORA PATRICIA 
BULLDEATH 


Marcu 24, 1954.—Committed to the Committee of the Whole House and ordered 
to be printed 


\ir. Watrer, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany H. R. 967] 


The Committee on the Judiciary, to whom was referred the bill 
H. R. 967) for the relief of Robert George Bulldeath and Lenora 
Patricia Bulldeath, having considered the same, report favorably 
thereon with amendments and recommend that the bill do pass. 

The amendments are as follows: 

On page 1, lines 3 and 4, strike out the words “immigration and 
naturalization laws’ and substitute ‘Immigration and Nationality 
Act’’. 

On page 1, line 8, strike out the words ‘‘and head taxes’’. 


PURPOSE OF THE BILL 


The purpose of the bill, as amended, is to grant the status of perma- 
nent residence in the United States to Robert George Bulldeath and 
his wife, Lenora Patricia Bulldeath, natives of China and citizens of 
Great Britain. The bill also provides for the payment of the required 
visa fees and for appropriate quota deductions. 

The bill has been amended to conform with the language of the 
Immigration and Nationality Act. 


GENERAL INFORMATION 


The pertinent facts in this case are contained in a letter from the 
Commissioner, Immigration and Naturalization Service, dated April 
9, 1953, to the chairman of the Committee on the Judiciary. The 
said letter and accompanying memorandum, reads as follows: 
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_ 


DEPARTMENT OF JUSTICE, 
IMMIGRATION AND NATURALIZATION SHRVICI 
April y 
Hon. Cuauncey W. ReEEp, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D. C. 

Dear Mr. CHaAtRMAN: In response to your request of the Department of J 
for a report relative to the bill (H. R. 967) for the relief of Robert George | 
death and Lenora Patricia Bulldeath, there is annexed a memorandum of 
mation from the Immigration and Naturalization Service files concerni: 
beneficiaries. 

The bill would grant the aliens permanent residence in the United States 
the payment of the required visa fees and head taxes, although the Immigrat 
and Nationality Act does not require the payment of a head tax. It would als 
direct that two numbers be deducted from the appropriate immigration quota 
The bill includes a provision that the aliens shall be deemed to have been bo: 
Great Britain. If enacted, therefore, the bill would require the Secretar 
State to deduct two numbers from the quota of Great Britain, although the aliens 
are natives of China and chargeable to the geographical quota of China ur 
general provisions of the Immigration and Nationality Act. 

Since the geographical quota of China is oversubscribed, immigrant visas a 
not readily obtainable thereunder. 

Sincerely, 
A. R. Mackey, Commission 


MEMORANDUM OF INFORMATION FROM IMMIGPATION AND NATURALIZ 
ServicEk Fires Re Ropert GeorceE BuLLDEATH AND LENORA Parriciy 
BULLDEATH, BENEFICIARIES OF H. R. 967 


Robert George Bulldeath and his wife, Lenora Patricia Bulldeath, are nat 
of China, and citizens of Great Britain, who were born on June 21, 1915, and 
September 29, 1921, respectively. They were married on September 1, 1943 
while in an internment camp. They entered the United States at San Pi 
Calif., on October 24, 195i, and were admitted as visitors to remain until Janua 
24, 1952. An extension of stay was granted them to April 24, 1952. Prior to th: 
expiration of their authorized stay a private bill (H. R. 7117) was introduced i: 
behalf of the aliens in the 82d Congress, and no requests were made for further 
extensions of stay 

Mr. Bulldeath claims to be a bookkeeper-accountant by occupation, while 
Mrs. Bulldeath states that she is an expert stenographer and typist. From the 
date of their entry until about June 1952 they resided with friends and relatives 
in Seattle, Wash., and Sayre, Okla. They brought with them to this countr 
about $2,000 in American money. Under date of June 5, 1952, Mr. Bulldeat 
advised by letter that, since they wished to keep their remaining capital intact, 
he had found employment at the Taylor Oil Well Service, located at Alma 
Corners, Okla 

Mr. Bulldeath stated that his father is deceased, and that his mother and f 
sisters reside in China. In addition, he has a married sister in England and fo 
married sisters in the United States. Mrs. Bulldeath stated that her mother 
deceased and her father resides in Hong Kong. She has one brother in Englar 
and another brother in the New Zealand merchant marine. 


Mr. Wickersham, the author of this bill, submitted the following 
statement in support of his measure: 


STATEMENT OF VicTOR WICKERSHAM, MEMBER OF CONGRESS 


Mr. Chairman and members of the Committee on the Judiciary, because I have 
personal knowledge of all the facts and circumstances involved and am personalls 
acquainted with Robert G. Bulldeath and his wife, Leonora Patricia Bulldea 
wish to direct your attention to H. R. 967 and respectfully request your favora 
consideration. And I am sure you will agree I would have been derelict in 
duties had I failed to appear in such a meritorious case. I know of the ma 
and difficult tasks with which you are confronted and of the competent manner 
which you have acted thereupon. Therefore, my statement will be brief. 

The beneficiaries of this legislation are residents of the congressional district 
which I represent in Congress—living in Dunean, Okla. Robert G. Bulldeat! 
and his wife are British subjects, though born in China. They did not choos 
to make application for Chinese nationality, and I cannot understand the 
immigration as being allotted to the China quota in the first place. Nevertheless, 
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have no desire to return to China and could not, if they did As you know, 
Chinese are given entry permits for China only in those instances when entry 
would promote communism. Certainly we are all agreed in our fight against 
eommunism. Robert G. Bulldeath and his wife left China to ese ape from com- 
nism and have demonstrated their loyalty to America by becoming respected 
lividuals, working wholeheartedly with their associates and taking part in 
irech, civic, and social activities in the community where they reside 
[ can and do personally vouch for their good character and trustworthiness and 
earnestly plead for the favorable reporting of H. R. 967 by this committee. I 
have numerous affidavits and letters to further substantiate the merits of this bill, 
vhich Iam happy to submit to you for your perusal, and I welcome an opportunity 
to answer any question which you may have relative to the merits of H. R. 967. 


In addition, Mr. Wickersham submitted the following letters and 
documents in support of his bill: 


BEN TuRNER & Son, AGENTS, 
Sayre = Okla . J uly 6, 19453 
Hon. Vicror WIcCKERSHAM, M. C., 
House of Representatives Office Building, 
Washington, D. C 


Dear Victor: In connection with your House bill 967 for the relief of Robert 
ind Lenora Bulldeath, in which you requested information on May 27, concerning 

heir return to China, we should like to bring you to date as follows: 

We have written to China to secure evidence that it is absolutely impossible 
for these people to return to that country. In order for us to get this evidence, 
it was necessary for us to write to Hong Kong and thence by special courier to 

chai, and it is taking considerable time to secure this information. Also, we 
have written to Rev. Father James Thornton, 8. J., who has been recently released 
by the Chinese Communists and returned to this country 
‘We will secure for you numerous affidavits for presentation by local people as 
to the Bulldeaths’ character since they have been in this country. Owing to the 
time required to secure information out of Communist China, we trust you can 
maintain this legislation until such a time as we can secure the evidence you desire. 
feel that this evidence should come through within the next few weeks. 
However, as you probably know, we cannot be certain of anything coming out 
f Communist China. 
We trust this information will enable you to keep this bill before the committee. 
Yours truly, 
Britt TURNER. 


AFFIDAVIT 
UnitED STATES OF AMERICA, 
State of Virginia, 
County of Albemarle, to wit 

Cornell S. Franklin being first duly sworn on oath deposes and says: that he is 
an American citizen, having been born in Columbus, Miss., on April 1, 1892; that 
his present address is Keswick, Va.; that with the exception of 2 years during the 
Second World War he resided in Shanghai, China, and practiced law there from 
1921 to 1951; that in December 1951, after waiting 11 months for an exit permit, 
he was fortunate enough to get out of Communist China and return to his native 
land; that he known of his own knowledge that prior to his departure from China 
it Was even more difficult for a non-Chinese to obtain an entry permit than an exit 
permit and that entry permits were given to non-Chinese only where they could 
show compelling reasons for their entry into China and such reasons were in the 
interest of Communist China; that he knows of no reason why the policy of Com- 
munist China with reference to entry pe neil should have changed since his de- 
parture and he has been informed that there has in fact been no change; and that 
he is satisfied that it would now be impossible for Robert G. Bulldeath and his 
wife, Leonora P. Quincey Bulldeath, both British subjects now residing in Duncan, 
Okla., to obtain entry permits from Communist China enabling them to return to 
their former home in Shanghai, China, where they were born 

{nd further affiant sayeth not. 

CoRNELL 8S. FRANKLIN 


Subscribed and sworn to before me, this 3d day of November 1953, by Cornell 
5. Franklin, in my county aforesaid, State of Virginia 
My commission expires the 2d day of May 1956. 
[SEAL] . G. BisHop, 
Notary Public 
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AFFIDAVIT 


1, Percival Walter Mansfield, a British subject, company director, of 8. J 
David & Co., Ltd., David House, 67/69a, Des Voeux Road, Central, Victor 
in the colony of Hong Kong, hereby make oath and savy as follows: 

1. That I was in Shanghai in May 1949, when the city was taken over by tt 
People’s (Communist) Government 
2. That I continued to live there from that time until I left the citv on October 
22, 1951 , 

3. That I thus spent the period from May 1949, to October 1951, 30 mo 
in Communist (hina 


1. That I left Shanghai voluntarily and only because living conditions unde; 
the Chinese Communist administration, became entirely unsuited for fors 
residence 

5. That all the hospitals formerly established by foreigners and managed and 
staffed by foreign doctors and nurses for the use of the foreign population, haves 
aken over by the native government 
». That those hospitals are now managed by the native government and are 
affed by native doctors and are for the use, primarily, of the native populatic 
arly all the foreign doctors have left the city and, in case of illness 





al attention is out of the question. 
8. That all schools, formerly conducted by foreigners for foreign children, have 
been cl sed 


aecent mea 


9. That all foreign Roman Catholie priests and the ministers of other religious 
denominations are being expelled from China, and their Churches are being con- 
ducted on Communist lines by native pastors of Communist complexion. 

10. That all recreational space formerly reserved and used by the foreign 
population for recreational purposes has been taken over by the native govern- 
ment, and there no longer exists any public place of recreation for foreign residents, 

11. That, to the best of my knowledge and belief, all those foreign business 
houses that have been able to secure permission to close their offices, have done 
so, and any foreigner returning to Shanghai, were that possible, would find it 
practically impossible to secure employment or to make a living there. 

12. That it is my conviction that living conditions in Shanghai are no longer 
suited to foreigners, and that the Communist administration look with suspicion 
upon all'of them and discourage their continued residence there. 

13. That permits for foreigners to reenter China are given only to a very few 
selected persons and only under exceptional circumstances. 

14. That no foreigner, having left China, would receive a permit to reenter 


the country only because of birth within the country or by reason of extended 
residence there. Permission for persons to reenter China is arranged by indivi- 
duals or business houses domiciled within the country, and no person could obtain 


a reentry permit without a sponsor domiciled in China. 


15. That. in the ease of Mr. and Mrs. Robert G. Bulldeath, I know that the 
firm by whom Mr. Bulldeath was formerly employed, the Yih Tsoong Tobace¢ 
Co., Ltd. (formerly known as the British American Tobaceo Co., Ltd.) have 


closed their offices in Shanghai. His former employment is thus no longer open 
to him, and, to the best of my knowledge and belief, it would be quite impossible 
for him or his wife to obtain permits to reenter China, should they desire to do so. 

Dated at Hong Kong this 8th day of October 1953. 

Signed) J. MANSFIEI 
CoLtony or Hone Kona, 
City of Victoria, 
Consulate General of the United States of America, 

Subscribed and sworn to before me, Frank J. Haughey, vice consul of the 
United States of America in and for the British Crown Colony of Hong Kong, 
duly commissioned and qualified, this 8th day of October 1953 


[SEAL] FRANK J. HAUGHEY, 
Vice Co l of the United States of lmer 


Service No. 2982, fee, United States $2. 


Upon consideration of all the facts in this case, the committee 1s 
of the opinion that H. R. 967, as amended, should be enacted and 
accordingly recommends that the bill do pass. 


i) 
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MARTHA FARAH 


Marcu 24, 1954.—Committed to the Committee of the Whole House and ordered 
to be printed 


Mr. Watrter, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany H. R. 1144] 


The Committee on the Judiciary, to whom was referred the bill 
(H. R. 1144) for the relief of Martha Farah, having considered the 
same, report favorably thereon with amendments and recommend 
that the bill do pass. 

The amendments are as follows: 

On page 1, lines 3 and 4, strike out the words “immigration and 
naturalization laws” and substitute “Immigration and Nationality 
Act’’. 

On page 1, line 7, strike out the words ‘‘and head tax.’’ and insert 
in lieu thereof the following: 

: Provided, That a suitable and proper bond or undertaking, approved by the 
Attorney General, be deposited as prescribed by section 213 of the said Act. 


PURPOSE OF THE BILL 


The purpose of this bill, as amended, is to grant the status of per- 
manent residence in the United States to Martha Farah. The bill 
also provides for the payment of the required visa fee and for the 
appropriate quota deduction. 

“he bill has been amended to provide that a suitable bond be 
deposited as prescribed by section 213 of the Immigration and Nation- 
ality Act. The bill has also been amended to conform with the lan- 
guage of that act. 

GENERAL INFORMATION 


The pertinent facts in this case are contained in a letter dated 
June 27, 1952, from the Deputy Attorney General to the then chair- 
man of the Committee on the Judiciary, regarding a bill (H. R. 6830) 
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pending in the 82d Congress for the relief of the same person. The 
said letter reads as follows: 
JUNE 27, 1952 
Hon. EMANUEL CELLER, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D. C. 

My Dear Mr. CuarRMAn: This is in response to your request for the views of 
the Department of Justice relative to the bill (H. R. 6830) for the relief of Martha 
Farah, an alien. The bill would grant the beneficiary the right of permanent 
residence in the United States. 

There is enclosed a memorandum prepared by the Immigration and Naturali- 
zation Service of this Department setting forth the facts in the case. 

Miss Farah was found to be feebleminded by the United States Public Healt! 
Service in 1939, at the time of her first application for admission to the United 
States. The records indicate that there has been no substantial change in her 
condition since that time. Section 3 of the Immigration Act of 1917 excludes 
from admission into the United States persons who are feebleminded. 

Whether the general provisions of the immigration laws should be waived 
under the circumstances of the case presents a question of legislative policy con- 
cerning which this Department prefers not to make any recommendation. 

Sincerely, 
A. Devitt VANEcH, 
Deputy Attorney General. 


MEMORANDUM OF INFORMATION FROM IMMIGRATION AND NATURALIZATION 
Service Fires Re Martua Faran, BeENericirary oF H. R. 6830 


Miss Farah, who was born on Cat Island, Bahamas, on February 17, 1919, 
is a citizen of Great Britain. She was last admitted to the United States on 
June 10, 1950, at Miami, Fla., for a period expiring November 25, 1950, which 
period was extended to April 30, 1952. Miss Farah had previously been excluded 
from the United States on several occasions as a feebleminded person pursuant 
to a determination made by the United States Public Health Service at the time 
of her first arrival in April 1939. She was admitted to the United States in May 
1945, for medical treatment, upon the posting of a bond guaranteeing her departure 
within 1 year. She departed from this country on May 16, 1946. She was 
again admitted in February 1947, on the same basis, and departed in September 
1948. Applications for her temporary admission were denied by this Service on 
three occasions in 1949, and also on February 14, 1950. 

Miss Farah is presently residing in Miami, Fla., with her brother, Anthony 
Farah, who is a citizen of the United States. Mr. Anthony Farah and three of 
his brothers are engaged in the fruit business in Florida. They appear to be 
financially able to care for their sister, the alien, and to prevent her from becoming 
a public charge. Three of the brothers served in the Armed Forces of the United 
States during the last war. Before entering the United States, Miss Farah lived 
with and was cared for by an elderly woman in Nassau. It is indicated that she 
will no longer be able to reside with this person. The alien has no near relatives 
in Nassau. 


Mr. Lantaff, the author of this bill, submitted the following letter 
in support of his measure: 


CONGRESS OF THE UNITED STATES, 
House OF REPRESENTATIVES, 
Washington, D. C., March 23, 1954. 
The Honorable CHauncry W. ReEep, 
Chairman, House Judiciary Committee, 
Old House Office Building, Washington, D. C. 


Dear Mr. CratrMan: I respectfully recommend for your committee’s favor- 
able consideration the bill, H. R. 1144, which I have introduced for Miss Martha 
Farah, the passage of which would allow her to remain in this country with the 
rest of her family who are highly respected and substantial residents of my district. 

The attached medical reports will attest to the tremendous improvement in 
Martha’s condition since she reached this country where she enjoys the love and 
affection of her entire family (four members of which have served and are serving 
in our Armed Forces), and where she has been receiving expert medical assistance 
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She is a young woman of deep religious feelings, whose entire existence is centered 
around her church and family. 
It has been my pleasure to become acquainted with the Farah family through 
rrespondence over the past 2 years on this bill. This is a sound, American 
family who enjoy strong family ties and deep devotion to one another, even 
among the several brothers-in-law and sisters-in-law who are only too willing to 
io everything in their power to guarantee Martha’s happiness and security 
[ sincerely hope that your committee will take favorable action on this bill so 
that Martha may remain in the home that has been made for her here in this 
yuntry among her loved ones. 
Sincerely yours, 
Brit LANTAFE 
Member of Congress. 


The enclosures referred to in Mr. Lantaff’s letter are printed below, 
in part, and the remainder are contained in the committee file on this 
bill. 


FaraH Bros., 
Miami Beach, Fla., January 26, 1954. 
Hon. Britt LANTAFF, 
Member of Congress, 
House Office Building, Washington, D. C. 


DEAR CONGRESSMAN LantTaFF: I am enclosing a current statement of my 
holdings and a picture of Martha from her old passport book. There 
is certainly a miraculous difference in her looks, not to mention her out- 
look, now that she knows everyone is fighting to solve her problem. I 
read your letter to her as I do all of your letters, and she understands the 
reason that she must remain a spinster. This does not bother her in the least, 
as it has always been her intention to remain single. She has never had a social 
life and many times expressed a wish that she could be a nun and work with the 
Sisters of Charity. Her only desire is to be with her mother and brothers and 
sisters. Her brother, Lt. Charles K. Farah, at Fort Eustis, Va., is planning a 
transfer to the Medical branch of the Army to do work in the field of psychology 
which he studied in college, and will be sent to another area no doubt. Therefore, 
if necessary, I will make the trip personally. Since I am extremely active in 
business right now, I will be relieved if you find you do not need my presence, 
but you can be certain that I will not hesitate to do anything in Martha’s behalf 
or leave any stone unturned to help. 

I notified Drs. Amoury and Izlar and sent them copies of your letters. They 
will send you the statements you requested. It was very generous of you to write 
such a letter to the chairman of the Judiciary Committee. Thanks again. 

With kindest personal regards, I remain, 

Very truly yours, 
ANTHONY A. FARAuH. 


JuLy 8, 1953. 
To Whom It May Concern: 

As guardian of my sister, Martha Farah, I wish to assure those persons working 
for her relief, that she does not and will never have any intention of entering into 
marriage. Her love for her church and family are very strong, and to these she 
devotes all of her time. She has always led a virtuous life, and has no personal 
or outside interests. 

ANTHONY A. FARAH, 
Guardian for Martha Farah. 


EMANUEL J. Amoury, M. D., 
Staten Island 2, N. Y., February 2, 1953 
Hon. Witu1aAM Lantarr, M. C., 
House of Representatives, Washington, D. C. 

My Dear ConGressMan: I would like again to express to you my appreciation 
for what you have already done and are still doing for Miss Martha Farah. 

Since you initiated the bill to save her from deportation the young woman’s 
morale has been lifted tremendously and psychologically her temperament and 
outlook are entirely changed. 
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The old attitude of hopelessness and desperation are gone and she is adjusted 
to the family life as a part in it. 

The most astonishing factor is the great improvement in her education. Cer. 
tainly no psychologist would call her simple-minded now. 

In a word this young woman has been reconstructed back into society as 
useful personality and I feel very grateful to you for doing this. 

Sincerely, 
E. J. AMoury, M, 


WiitraMm H. Izuar, M. D., 
Miami, Fla., January 29, 1963. 
Re: Martha Farah 
Hon. Wriuram C. LANtTAFF, 
House of Representatives, 
Washington, D. C. 

Dear Srr: I would like to submit a current medical report on the condition of 
the above-named patient. Her physical condition remains excellent. She has 
received a great deal of benefit from the supervised, highly paternalistic environ. 
ment that her brother’s home has afforded. Her environmental adjustment has 
been excellent, and her only distress has been the constant fear that she may be 
taken away from her family. I feel confident that she has reached the stage of 4 
socially useful intelligence. 

I know what your aid has meant to this family, and trust that you will be 
successful in your efforts on her behalf. 

Yours very truly, 
Wiuuram H. Izuar, M. D. 


CoMMERCIAL BANK OF MIAMI, 
Miami 87, Fla., January 30, 1953, 
Unrtep States DEPARTMENT OF JUSTICE, 
IMMIGRATION AND NATURALIZATION SERVICE, 
Washington, D. C. 

GENTLEMEN: This is to advise that I have known the Tony Farah family of 6734 
Collins Avenue, Miami Beach, Fla., for over 22 years. 

I consider Mr. Farah to be a very good citizen, honest, of excellent character 
and isa man of means. Therefore, if his sister, Martha, is allowed to remain with 
him, it is not probable that she would ever become a public charge. 

For further information in reference to the Farah family, please do not hesitate 
to contact the undersigned. 

Yours very truly, 
H. T. Maroon. 


Upon consideration of all the facts in this case, the committee is of 
the opinion that H. R. 1144, as amended, should be enacted and 
accordingly recommends that the bill do pass. 
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NJDEH HOVHANISSIAN ASLANIAN 


Marcu 24, 1954.—Committed to the Committee of the Whole House and ordere d 


to be printe d 


Mr. Water, from the Committee on the Judiciary, submitted the 
following 


REPORT 
[fo accompany H. R, 1189] 


The Committee on the Judiciary, to whom was referred the bill 
(H. R. 1189) for the relief of Njdeh Hovhanissian Aslanian, having 
considered the same, report favorably thereon with amendment and 
recommend that the bill do pass. 

The amendment is as follows: 

Strike out all after the enacting clause and insert in lieu thereof the 

following: 
That, for the purposes of the Immigration and Nationality Act, Njdeh Hovhan- 
issian Aslanian shall be held and considered to have been lawfully admitted to the 
United States for permanent residence as of the date of the enactment of this 
Act upon payment of the required visa fee. Upon the granting of permanent 
residence to such alien as provided for in this Act, the Secretary of State shall 
instruct the proper quota-control officer to deduct one number from the appro- 
priate quota for the first vear that such quota is available. 


PURPOSE OF THE BILL 


The purpose of this bill, as amended, is to grant the status of per- 
manent residence in the United States to Njdeh Hovhanissian As- 
lanian, a native and citizen of Iran. The bill also provides for the 
payment of the required visa fee and for an appropriate quota de- 
duction. 

The purpose of the amendment is to make the bill read in accordance 
with established precedents and to conform with the language of the 
Immigration and Nationality Act. 





NJIDEH HOVHANISSIAN ASLANIAN 


GENERAL INFORMATION 


The pertinent facts in this case are contained in a letter from thy 
Commissioner, Immigration and Naturalization Service, to the chair- 
man of the Committee on the Judiciary. The said letter, and accom- 
panyvu 


memorandum, reads as follows: 


ig 
DEPARTMENT OF JUSTICE, 
IMMIGRATION AND Natt RALIZATION SERVICE 
June 39, 195 
Hon. CHauncey W. ReEEp, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D. C. 


Dear Mr, CHAIRMAN: In response to your request of the Department of Jus 
for a report relative to the bill (H. R. 1189) for the relief of Njdeh Hovhanis 
Aslanian, there is annexed a memorandum of information from the Immigrat i 
and Naturalization Service files concerning the beneficiary. 

The bill would grant the alien permanent residence in the United States a 
January 1, 1945, although his entry was effected on August 2, 1945. It wo 
also direct that one number be deducted from the Iranian quota. 

The quota of Iran, to which the atien is chargeable, is oversubscribed. H 
ever, he may qualify for a preference under section 203 (a) (1) (A) of the Inu 
gration and Nationality Act by reason of his education, training, or experience 

Sincerely, 
A. R. Mackey, Commissions 


MEMORANDUM OF INFORMATION FROM IMMIGRATION AND NATURALIZA1 
SERVICE FILES RE NypeH HOvVHANISSIAN ASLANIAN, BENEFICIARY OF H 
1189 


Njdeh Hovhanissian Aslanian, a native and citizen of Iran, was born in Octo 
1923. He entered the United States at New York, N. Y., on August 2, 19 
and was admitted as a student until May 11, 1946. He received various ey 
sions of stay, the last of which expired on May 10, 1952. Deportation proc 
ings have been instituted on the charge that he has failed to comply with 
conditions of his nonimmigrant status. 

After entering the United States, the alien attended Lafayette College, Ea 
Pa., until June 11, 1949, when he received his degree in civil engineering. H 
received permission to remain in the United States until September 1, 1950, 
that he could obtain practical training in his profession. He procured emplo\ 
ment with the firm of H. A. Kuljian & Co., engineers and architects, 1200 Nort 
Broad Street, Philacelphia, Pa. In August 1950 he applied for a further e: 
sion of stay in the United States, stating that he wished to attend Washi: 
University, St. Louis, Mo., to obtain a degree in architecture. He was grant 
an extension of his student status until March 9, 1952. After spending 1 s« 
lastic year at Washington University, he requested permission on October 4 
1951, to resume training as a civil engineer with the Kuljian Co. rather tha 
complete the course in architecture On December 12, 1951, his immigrat 
status was changed to that of a visitor for business under section 3 (2) ol 
Immigration Act of 1924 and section 201 of the United States Information a 
Iducational Exchange Act of 1948, and he received permission to engag: 
training with the Kuljian Co. until May 10, 1952. Since the fall of 1951 he 
been employed by the Kuljian Co. and has resided in Philadelphia, Pa. 

The alien completed high school in Teheran, Iran, in 1942. Thereafter 
attended a college preparatory school in Teheran until 1945, when he entered t 
United States. 

The alien is single and has no near relatives in the United States. His parents 
reside in Iran. While he was a student in the United States, his expenses wet 
paid by his parents who sent him approximately $170 a month. As a trainee 
with the Kuljian Co., he has received a living allowance of $120 a week. 


Mr. Scott, the author of this bill, recommended the enactment o! 
his measure and submitted the following letters and documents in 
its support: 
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TLINE OF THE Case or N, H. AsLaANntIaAn, BENEFICIARY oF H. R. 1189 


Aslanian paid his own way when he came to the United States as a student 
1945 

After completion of his studies the Immigration Service allowed Aslanian 

11 months of practical work because “he had shown himself to be a very 
able designer. 

In December of 1951 Aslanian’s status was changed from that of a student 
hat of an exchange visitor, as recommended by the Immigration and Natural- 
tion Service 

Although the exchange visitor program under which he worked was approved 
the State Department for 244 years of practical work, the [Immigration Service 
icated that he could stay under that pone for only 6 months until May of 

152, the original termination date of the last extension of his student visa. 

5. The Immigration Service refused preexamination in Mav 1952 because 
\slanian was an exchange visitor, although they knew of his work for the United 
states Army, and although preexamination had been granted to exchange visitors 

iat time in exceptionally meritorious cases 

6. Suspension of deportation is not available to Aslanian because he was an 

hange visitor. 

7. The Immigration Service does not accept form I-129 when the beneficiary 
f such petition is an exchange visitor and presently in this country. 

%. Aslanian is unable to return to Lran. 

9. The Iranian Government has issued a passport to Aslanian which is good 

v for the return to Iran. 

10. The work of Mr. Aslanian has been commended by the Corps of Engineers. 
Mr. Aslanian had been working on this contract at the time when administrative 
idjustment of his case was denied to him. 

|. The first preference quota for Iran is oversubscribed. 


DEPARTMENT OF THE ARMY, 
OrFrIce OF THE CHIEF OF ENGINEERS, 
Washington, July 6, 1953. 


LJITAN CORP., 
Philadelphia, Pa 

GENTLEMEN: With the completion of your review and evaluation of contractors’ 
altnent utes for maiatenance hangars as submitted in response to bid invitations 
for Castle, Kirtland, Walker, Biggs, and Carswell Air Force Bases, I would like 
to express our appreciation for the outstanding performance and professional com- 
petence exhibited by your personnel in accomplishing this work. The manner 

which the equivalence of these alternate designs was evaluated, without bias 
ind with complete professional detachment, has beea a source of both pleasure 
and strength to us in our dealings. The fact that the engineering organizations 
associated with submission of these alternates have accepted your findings with- 
out rancor and with good spirit is the result of your clearly demonstrated pro- 
fessional competence and unbiased approach. 

In particular, I would like to commend the services of Mr. D. L. Allebach, 
Mr. Jemian, and Mr. N. H. Aslanian for their individual understanding, profes- 
sional competence, and for their honest desire to do that which in their opinion 
was in the best interest of the Government at all times. 

Sincerely yours, 
Davin H. Tuuuey, 
Brigadier General, United States Army, 
Assistant Chief of Engineers for Military Construction. 


ARLINGTON, VA., J 
The Kuns1an Corp., 
Philadelphia, Pa. 
(Attention: Mr. James L. Cherry, Vice President.) 


GENTLEMEN: I have been informed that there is some question as to the 
immigration status of Mr. N. H. Aslanian of your organization and that unless 
representations are made in his behalf his present visa will not be extended. | 
wish to take this opportunity to express to you my high opinion of the professional 
ability of Mr. Aslanian, particularly as displayed in the design of the double 
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cantilever, Air Force hangars, and in the evaluation of the contractors’ alternates 
submitted in response to invitations for bids for a number of specific projects 
His high professional competence, understanding of the basic problems of the 
Government in evaluating alternate bids, and his desire to maintain the best 
interests of the Government in the work accomplished are to be highly commended 

I sincerely hope that appropriate action may be taken to adjust his immigration 
status so that his services will be available on present and future contracts of a 
similar nature 

Sincerely yours, 


H. B. Zackrison 


AFFIDAVIT 


COMMONWEALTH OF PENNSYLVANIA, 
County of Philade phia, 8s 

Njdeh Hovhanissian Aslanian, being duly sworn according to law, deposes and 
SavVvs: 

1. That he paid out of his own funds tuition and living expenses while attending 
the American Alborz College in Teheran from 1940 to 1944 

2. That he paid out of his own funds for the passage and all incidental travel 
expenses when he came to the United States in 1945 as a student under paragrap! 

} ‘tion 4, of the Immigration Act of 1924 

3. That he paid out of his own funds tuition and living expenses while attending 
Lafavette College in Easton, Pa., from 1945 to 1949 

1. That he was paid a living expense by the Kuljian Corp. during his practical 
training from 1949 to 1950. 
5. That he paid out of his own funds tuition and living expenses while attending 
Washington University at St. Louis, Mo. 

6. That he was paid a living allowance by the Kuljian Corp. since he came to 
the company for training in 1951 

7. That he never received any direct financial support such as tuition or living 
allowance, or reimbursement for travel expenses from the Government, or any 
agency connected therewith, of the United States, or of any State thereof 

8. That he did not acquire the status as a student under paragraph (e), section 
1, of the Immigration Act of 1924, or that of an exchange visitor, under section 
201 of the United States Information and Educational Exchange Act of 1948 in 
order to be eligible or to receive financial support from the United States. 

NipEH H. ASLANIAN 
ACKNOWLEDGMENT 


On the 28th day of January 1954, before me, the subscriber, a notary public 
for the Commonwealth of Pennsylvania, residing in the county of Philadelphia 
personally appeared the above-named Njdeh Hovhanissian Aslanian, and in due 
form of law acknowledged the above affidavit to be his act and deed. 

Witness my hand and notarial seal the day and year aforesaid. 

[SEAL] EstuHer E. WEreErR, 

Notary Public 

My commission expires January 6, 1957. 


Upon consideration of all the facts in this case, the committee is 
of the opinion that H. R. 1189, as amended, should be enacted and 
accordingly recommends that the bill do pass. 
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ALWINE REICHENBAUCH 


Marcu 24, 1954.—Committed to the Committee of the Whole House and ordered 
to be printed. 


Mr. Grauam, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany H. R., 1348] 


The Committee on the Judiciary to whom was referred the bill 
(H. R. 1348) for the relief of Alwine Reichenbauch, having considered 
the same, report favorably thereon without amendment and recom- 
mend that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of this bill is to grant the status of permanent resi- 
dence in the United States to Alwine Reichenbauch, nee Misch. The 
bill also provides for the payment of the required visa fee and for the 
appropriate quota deduction. 


GENERAL INFORMATION 


The pertinent facts in this case are contained in a letter dated 
November 25, 1953, from the Commissioner, Immigration and 
Naturalization Service, to the chairman, Committee on the Judiciary. 
The said letter, and accompanying memorandum, reads as follows: 

Unitep States DEPARTMENT or JUSTICE, 
IMMIGRATION AND NATURALIZATION SERVICE, 
Washington, D. C., November 25, 1958. 


Hon. CHauncny W. REED, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D. C. 

Dear Mr. CuatrMan: In response to your request of the Department of 
Justice for a report relative to the bill (H. R. 1348) for the relief of Alwine Reichen- 
buach, there is annexed a memorandum of information from the Immigration and 
Naturalization Service files concerning the beneficiary. 
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The bill would grant the alien permanent residence in the United States upon 
payment of the required visa fee. It would also direct that one number be 
deducted from the appropriate immigration quota. 

The latest available information indicates that the quota for Switzerland, to 
which this beneficiary is chargeable, is not oversubscribed. 

Sincerely, 


Commissioner 


MEMORANDUM OF INFORMATION FROM IMMIGRATION AND NATURALIZATION 
Service Fires Re ALWINE REICHENBAUGH, BENEFICIARY oF H. R. 1348 


The beneficiary, Alwine Reichenbaugh, nee Misch, was born on February 21 
1887, at Schaffhausen, Switzerland, and is a citizen of that country. She is a 
widow and has no children. Mrs. Reichenbaugh arrived in the United States 
on February 6, 1952, at New York and was admitted as a visitor for a period to 
expire June 5, 1952. She was granted an extension of stay to October 17, 1952 
Her application for further extension of stay was denied inasmuch as it was 
determined that she intended to remain indefinitely in the United States and now 
because of her failure to depart she is considered to be subject to deportation. 

The beneficiary received a high school education in Switzerland. She has 
never been employed except in assisting her husband in his hardware business, 
which she sold after he died in 1948. Her only near relative in Switzerland is a 
brother who is the owner of a dress manufacturing company. The alien’s 
principal reason for remaining in the United States is to care for an aged aunt 
with whom she resides in Fort Worth, Tex. She is supported in the United 
States by this aunt who has ample means to care for both the beneficiary and 
herself. The beneficiary, however, alleges that she has bank deposits in Switzer- 
land, and has ample means to care for herself with assistance from the brother 
in Switzerland. 


_Mr. Lucas, the author of this bill, recommended the enactment of 
his measure and submitted the following letters in support of the bill: 


CENTRAL STANDARD LiFe INSURANCE Co., 
Chicago, Ill., January 2, 1953. 
Re Miss Minna Bloch, 1219 Seventh Avenue, Fort Worth, Tex. 
Mr. Winaate H. Lucas, 
Member of Congress, 
Department of State, Washington, D. C. 


Dear Stir: This lady has recently passed her 91st birthday. She has lived in 
the United States 57 years, she lived with her sister in her present home until 
the sister passed away several years ago. She lived alone quite a while, some time 
later a nephew came over and lived with her for several years. The 12th of Sep- 
tember 1951 he had a heart attack at his work and died before reaching the 
hospital. He was a single man in the early fifties. This shock put her in the 
hospital for some time; when she returned home she had a nurse for a long time 
She had a niece who was a widow in Switzerland, 60 years old, who came over on 
a visit last February 1952, her visa was good for 6 months, she had it renewed 
one time. The consul from Dallas notified her that she would have to leave the 
United States by the 20th of January 1953. 

This aunt has plenty to support this niece. She owns her home and other 
property. The niece is Alwine Reichenbauch. The nephew was Fred Dreyfuss. 

I have known Miss Minna all my life. I am 57 years old. I have lived in 
Tarrant County 37 years. 

She has sent letters from her doctor showing that she needs this niece as long as 
she lives to take care of her. She is the only relative in this country. 

If she has to go, she cannot return for 6 months, and it will cost her about 
$1,500. 

I personally feel like if the niece has to leave her, the grief will shorten her life 

I will appreciate any thing you will do to help keep her here. If she can sta) 
she would like to start the procedure of becoming a citizen. Thanking you very 
much. 

Yours sincerely, 
W. J. BRAUNE. 
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ALWINE REICHENBAUCH 


CENTRAL STANDARD Lire INSURANCE Co., 
Chicago, Ill., January 19, 1953. 
Mr. WincaTE H. Lucas, 
Members of Congress, Department of State, 
Washington, D. C. 

DeaR Mr. Lucas: In reply to your letter of the 14th we want to thank you 
fora copy of the private bill, H. R. 1348, which you introduced for Alwine Reichen- 
bauch. 

She is asking to become a permanent resident so she can live with her aunt 
and take care of her in every way. Miss Bloch, the aunt, is 91 years old, she has 
been in the United States 57 years, has been a citizen for 40 years. This Alwine 
Reichenbauch is the only living relative she has in this country. She is financially 
able to keep her. 

Alwine Reichenbauch was born February 21, 1888, in Switzerland. Her 
husband has been dead 2 years, she has no children, only 1 brother in Switzerland. 

She came to this country February 1952 on a visitor’s visa. She had been 
notified that she would have to leave the country by January 20, 1953. Since 
you have filed your bill she was given another stay until June 1, 1953, or before. 

She has had her passport returned. This notice came to Mr. Howard L. 
\dams, January 8, 1953. 

Hoping this will be the information needed; if not, I will surely be glad to get 
it. Thanking you again. 

Yours sincerely, 
W. J. BRAUNE. 


Upon consideration of all the facts in this case, the committee is of 
the opinion that H. R. 1348, should be enacted and accordingly 
recommends that the bill do pass. 
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ANTONIO MESSINA 


—Committed to the Committee of the Whole House and ordered 
to be printed 


\ir. GRAHAM, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany H. R. 1657] 


The Committee on the Judiciary, to whom was referred the bill 
H. R. 1657) for the relief of Antonio Messina, having considered the 


same, report favorably thereon with amendment and recommend that 
the bill do pass. 

rT’ ° 

lhe amendment is as follows: 

Strike out all after the enacting clause and insert in lieu thereof the 
following: 
That, notwithstanding the provision of section 212 (a) (9) of the Immigration 
ind Nationality Act, Antonio Messina may be admitted to the United States for 
vermanent residence if he is found to be otherwise admissible under the provisions 
f that Act: Provided, That this exemption shall apply only to a ground for exclu- 
sion of which the Department of State or the Department of Justice have knowl- 
edge prior to the enactment of this Act. 


PURPOSE OF THE BILL 


The purpose of this bill, as amended, is to waive one exclusion 
clause of our immigration laws, concerning the commission of a crime 
involving moral turpitude, in behalf of the husband of a lawfully 
resident alien of the United States and the father of a United States 
citizen son. 

The bill has been amended to correct an error in drafting. 


GENERAL INFORMATION 


The pertinent facts in this case are contained in a letter dated 
November 17, 1953, from the Commissioner, Immigration and 
Naturalization Service, to the chairman, Committee on the Judiciary. 
The said letter, and accompanying memorandum, reads as follows: 
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ANTONIO MESSINA 


DEPARTMENT OF JUSTICE, 
IMMIGRATION AND NAT RALIZATION SERVICE 
Vove mbe r ra. 19 
Hon. Guauncey W. Reep, 
Chairman, Committee on the Judiciary, 
House of Representative s, Washington, D. C 

Dear Mr. CuHarrMan: In response to your request of the Departm« 
Justice for a repert relative to the bill (H. R. 1657) for the relief of A 
Messina, there is annexed 2 memorandum of information from the Immigr 
and Naturalization Service files concerning the beneficiary 

The bill would grant the elien permenent residence in the United States 
payment of the required vise, fee It would also direct that one nu 
deducted from the appropriate immigretion quote 

Should the bill receive favorable consideration by the committee, it is suge 
that it be amended by deleting all after the enacting clause and substituti 
following: 

“That, notwithstanding the provisions of section 212 (a) (9) of the Im 
tion and Nationality Act, Antonio Messina may be admitted to the United Sta 
for permanent residence if he is found to be otherwise admissible under the 
sions of that Act: Provided, That this exemption shall apply only to a grou 
exclusion of which the Department of State or the Department of Just 
knowledge prior to the enactment of this Act 

Sincerely, 


A. R. Mackey, Comm 


to ; : 
IEMORANDUM OF INFORMATION FROM IMMIGRATION AND NATURALIZA 
Service Fires Re ANTONIO Messina, BENEFICIARY OF H. R. 1657 


Antonio Messina, a native and citizen of Italy, was born on February 
1877 He entered the United States at the port of New York on Marc! 
1909, and was admitted for permanent residence. He was naturalized it 
superior court at Brooklyn, N. Y., on June 24, 1924 

Information furnished by ason, Joseph Messina, who resides in Brooklyn, N 
is to the effect that Antonio Messina made several trips to Italy following 
naturalization. He last departed in April 1938 on the advice of his physician a 
to look after some property which he owns in Italy He was unable to retur 
the United States during the war years. He remained in Italy beyond October 
1946, and became expatriated under the provisions of section 404 (b) of 
Nationality Act of 1940 

On November 8, 1948, Antonio Messina filed an application for an immigra 
visa at the American consulate in Palermo, Italy, but was found to be inadmi 
to the United States under the 11th category of section 3 of the Immuigratio: 
of 1917, which excluded from admission into the United States aliens who 
been convicted of a crime involving moral turpitude. According to the recor 
vas convicted of theft on January 29, 1901, by the court of appeals in Catar 
Italv, and was sentenced to imprisonment for a vear and 4 months. Jo 
Messina alleges that his father was accused of stealing some wheat on the 
in Italy where he worked as a share-cropper 

The son Joseph, who was born in [taly on August 28. 1908, came to the [ 
States on December 5, 1913, accompanied by his mother, Maria Messina 
derived United State ‘itizenship when his father became naturalized. M 
Messina wa he United States for permanent residence on Februa 
14, 1936. She has not yet been naturalized in this country. She receives an 
old-age pension of $55 a month, and has $250 in a savings account. She and 
son Joseph own jointly the home im Brooklyn in which they are residing r 
equity ip the property is $7,000, with an outstanaing mortgage of $8,000. Jo 
is married to an American citizen and has three American-born children. He has 
been employed since 1935 by Howard Clothes, in Brooklyn, where he receive 
salary of $95 a week. Antonio Messina’s only relatives in [taly are sisters-in-la 
His family, as well as brothers and sisters, all reside in the United States, and, 
the exception of his wife Maria, are United States citizens 


The committee files also contain the following letter from the 


Department of State concerning a bill (H. R. 7191), pending during 
the 82d Congress for the relief of the same person. 





ANTONIO MESSINA 


DEPARTMENT OF STATE, 
Washington, April 18, 1952. 
Honorable EMANUEL CELLER, 
Chairman, Committee on the Judiciary, 
House of Representatives. 
My Dear Mp. CeLuer: Reference is made to your letter of March 31, 1952, and 
ts enclosures, wherein you requested the views of this Department concerning the 
iwtment of H. R. 7191, a bill for the relief of Antonio Messina. Reference is 
» made to the Department’s interim reply of April 1, 1952. 
he files of the Department contain a communication from the American 
ilate general at Palermo, Italy, in which it is stated that on November 8, 
48, Mr. Antonio Messina filed a formal application for an immigration visa, 
that he was found to be inadmissible into the United States under the provis- 
of section 3 of the Immigration Act of February 5, 1917, as amended, per- 
g to aliens convicted of a crime involving moral turpitude, on the ground 
; conviction on January 29, 1901, by the court of appeals of Catania, Italy, 
continued qualified theft, for which he was sentenced to 1 year and 4 months’ 
yrisonment 
the circumstances, and in the light of the foregoing information, the question 
1e enactment of the proposed bill appears to be a matter for legislative deter- 
ion, concerning which the Department does not wish to « xpress an opinion, 
Sincerely vours, 
H. J. L?;HEvREvx, 
Chief, Visa Division 
For the Secretary of State 


Hon. Eugene J. Keogh, the author of this bill, appeared before a 
subcommittee of the Committee on the Judiciary and recommended 
the enactment of this measure. 

\Ir. Keogh also submitted the following affidavit from former 
Representative Victor L. Anfuso, the author of a bill for Mr. Antonio 
\lessina’s relief in the 82d Congress: 


MEMORANDUM ON BEHALF OF H. R,. 1657, FOR THE RELIEF OF ANTONIO MESSINA 


re oF New YorK, 
City and County of New York, ss 


I, Vietor L. Anfuso, being duly sworn, depose and say: 

That I was a member of the 82d Congress and am now a judge of the magis- 
rate’s court of the citv of New York. 

Che alien Antonio Messina, now 78 ycars of age, was born in the same home- 
wn as I, namely, Gagliano, Castelferrato, Sicily, Italy, and has known me 
ractically all of my life. 

Mr. Messina first came to this country in 1903 At that time he was 27 

we. He remained here until 1938 except for occasional trips which he made to 

Italy. 

When he last left for Italv in 1988 he had all intentions of returning to this 

uuntiv to rejoin bis wife and two children. As a matter of fact he went to Italy 
for the purpose of effecting a health cure, as he was suffering from arthritis \s 
evidence of his intention to return here, he left all of his personal belongings except 
for a few suits of clothes, ete. He retained his mailing address in this country 
ind his luncheonette business in the care of his eldest son, Joseph Messina. 

Due to the outbreak of war in Europe, Mr. Messina was prevented from return- 

g to his familv in this country even though he was an American citizen, having 
btained his naturalization papers in 1924. 

It was thereafter claimed by the United States Government that Mr. Messina 
had overstayed in Italy and as a result had lost his American citizenship. His 
son, Joseph, was advised by the State Department to make a first preference 
application in order to bring his father back to this country. 

After the son filed a first preference application it was discovered in the police 
records which the denaturalized alien had to file with the American consul in 
Italy that in 1893 or thereabout Mr. Messina, then approximately 16 vears of 
age, was arrested for stealing one-half bushel of wheat from the landlord for 
whom he worked. For this he received a sentence of 10 months in jail. 

I should like to herein state the explanation given to me by Mr. Messina as 
to how this incident came to pass. 


ov . 
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Mr. Messina and his father were sharecroppers on this landlord’s huge estate 

in Italy. At one time the landlord attempted to strike Mr. Messina’s father and 

then 16 vears of age, sprang to his father’s defense. The landlord did not 

the younger Messina for this interference and soon thereafter made the 

h resulted in the conviction of the youth and to what can be con- 
sidered a verv harsh sentence. 

While a Member of Congress, I introduced a private bill to aid Mr. Messing. 
The came never came un for a hearing during my tenure in office. In the &3¢ 
Congress I asked Congressman Eugene J. Keogh to reintroduce the bill, whieh 

» did, and it is this bill which is now before this committee 

Neither I nor anyone else has ever received any compensation or expects t 
receive any for the introduction and passage of this hill. 


‘usation whic 


CONCLUSION 


I respectfully submit that the facts and circumstances of this matter deserve 
the attention of the Congress of the United States. The passage of this bill is 
the only means by which Mr. Messina ean rejoin his family in the United States 
and spend whatever remaining vears he may bave in the company of his loved 
ones 

Vieror L. ANF 

Sworn to before me this 6th day of March 1954 

Gvoy R. Viracco, 
Votary Pr blic, AK nys Count 
Commission expires March 30, 1955. 


Upon consideration of all the facts in this case, the committee is 
of the opinion that H. R. 1657, as amended, should be enacted and 
accordingly recommends that the bill do pass. 
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Mr. Granam, from the Committee on the Judiciary, submitted the 
following 


REPORT 
[To accompany H. R. 1699] 


The Committee on the Judiciary to whom was referred the bill 
(H. R. 1699) for the relief of Rev. Roger Knutsen, having considered 
the same, report favorably thereon without amendment and recoms 
ment that the bill do pass. 


PURPOSE OF THE BILL 
The purpose of this bill is to grant the status of permanent residence 
in the United States to Roger Bernhardt Knutsen, a native and 
citizen of Norway. The bill also provides for the payment of the 


required visa fee and for an appropriate quota deduction. 


GENERAL INFORMATION 


The pertinent facts in this case are contained in a letter, dated 
June 15, 1953, from the Commissioner, Immigration and Natural- 
ization Service, to the chairman of the Committee on the Judiciary. 
The said letter, and accompanying memorandum, reads as follows: 


DEPARTMENT OF JUSTICI 
'MMIGRATION AND NATURALIZATION SERVICE, 
June 15 
Hon. CHauncrey W. REED, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D. C. 

Dear Mr. CuHarrMan: In response to your request of the Department of 
Justice for a report relative to the bill (H. R. 1699) for the relief of Rev. Roger 
Knutsen, there is annexed a memorandum of information from the Immigration 
and Naturalization Service files concerning the beneficiary. 

The bill would grant the atien permanent residence in the United States upon 
payment of the required visa fee. It would also direct that one number be 
deducted from the appropriate immigration quota. 
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Reverend Knutsen is chargeable to the quota of Norway, which is prese 
oversubscribed. According to last information quota numbers were allocat 
until July 1953, and after that date all preferences will be available. Revers 
Knutsen may be qualified for a preference under section 203 (a) (1) (A) of 
Immigration and Nationality Act on the basis of bis education, training, a 
experience, as well as under section 203 (a) (3) of that act as the husband of 
alien lawfully admitted for permanent residence. 

Sincerely, 


A. R. Mackey, Commission: 


MEMORANDUM OF INFORMATION FROM IMMIGRATION AND NATURALIZATI 
Service Fires Re Rev. Roger KNutTsen, BENEFICIARY OF H. R. 1699 


Roger Bernhardt Knutsen, a native and citizen of Norway, was born on June 28, 
1926. He first entered the United States in September 1948 at Baltimore, Md. 
when he was admitted as a student, destined to Garrett Biblical Institute 
Evanston, Ill. He returned to Oslo, Norway, in November 1948 because of t} 
illness of his wife. In January 1949 he reentered the United States to contin 
his studies. He spent the summer vacation of 1950 in Norway, and made his 
last entry into the United States at Rouses Point, N. Y., on September 8, 1950 
when he was again admitted to continue his studies at the Garrett Biblical I 
tute 

The alien was graduated from the biblical institute in June 1952 and received 
extensions of his stay until September 8, 1952. His application for a further ext 
sion was denied and he was granted until January 15, 1953, in which to depart fro 
the United States. He failed to depart and on February 4, 1953, a warrant f 
his arrest in deportation proceedings was issued against him on the ground that 
he failed to comply with the conditions of his status as a student. After a hear 
ing, held on May 29, 1953, he was found to be deportable on that ground 

Reverend Knutsen was married in Oslo, Norway, on September 7, 1948, 


Marit Westvik, who was admitted to the United States on January 16, 1951, { 
permanent residence. She joined him at the biblical institute in Evanston, I! 
accepting a position as secretary in the Bleeker beauty shops in Chicago in ord 
to assist in their support. Reverend Knutsen continued his studies after 


graduation until August 1952. He and Mrs. Knutsen are presently residing 
Balsam Lake, Wis., where he has accepted the pastorate of the Methodist Chur 
He also serves the Methodist Church in Centuria, Wis., and receives $2,600 a vear 
in addition to the use of the parsonage. He stated that he has no assets ot! 
than an automobile and other personal effects. On June 5, 1952, a son was b 

to Reverend and Mrs. Knutsen in Evanston, III. 

Reverend Knutsen’s parents entered the United States for permanent residenc« 
in August 1950. They are now residing in Shullsburg, Wis., where his father, 
Rev. Christian Knutsen, is also a pastor of a Methodist church. Rev. Roget 
Knutsen’s brother is a Methodist missionary in Taipin, Malay, and his sister, who 
is married to a resident alien, resides in Madison, Wis. 


Mr. O’Konski, the author of this bill, submitted the following 
letter in support of his measure: 


CoNnGREss OF THE UNITED SrarTss, 

House or REPRESENTATIVES, 
Washington, D. C., March 2, 1954 

Re H. R. 1699, for the relief of Rev. Roger Knutsen 

Hon. CHauncrey W. ReeEp, 

Chairman, Committee on the Judiciary, House of Representatives, 
Washington 25, D. C. 
(Attention: Mr. Walter Beste,man.) 


Dear Mr. CHARMAN: In a letter dated June 16, 1953, you advised me that 
the committee would have to defer action on the above-mentioned bill since it 
appeared that administrative remedy would be easily available. 

Because of Reverend Knutsen’s eligibility for a petition (which has been ap 
proved by the immigration authorities) for preferential status—filed by Mrs 
Knutsen, a lawfully resident alien—it was pointed out that Reverend Knutsen 
could establish permanent residence in the United States either by returning to 
his native Norway or by traveling to a nearby country to await issuance of a 
permanent visa. 

Inasmuch as Reverend Knutsen’s financial situation definitely precluded his 
making a trip to Norway and awaiting issuance of a visa, I contacted both the 
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idian and Mexican Embassies here in Washington to determine if regulations 
r countries would permit Reverend Knutsen’s going either to Canada or 
» to await issuance of a visa. Both Embassies advised me that it would not 
ssible to admit Reverend Knutsen for the purpose of awaiting issuance of a 
nanent visa unless he could submit evidence that he would be readmissible 
this country if he were not granted a visa. As you know, such evidence could 
past be presented Officials of a foreign country under the ‘‘preexamination”’ 
( which privilege, the Commissioner of Immigration and Naturalization 
.ijvised me in a letter dated August 27, 1953, is no longer being granted. En- 
sed is a brief which has been submitted to me, outlining the attempts Reverend 
itsen has made to establish his permanent residence under the administrative 
edies. Enclosed, also, are various official communications pertaining to 
rend Knutsen’s case; including the letters from the Canadian and Mexican 
bassies Outlining regulations of their countries in regard to admitting aliens 
e purpose of awaiting issuance of a permanent visa. 
Please note the statements in the brief in regard to the fact that Reverend 
itsen’s financial condition absolutely precludes his going to Norway to await 
ance of a visa. 
\s vou know, numerous letters and petitions have been addressed to the mem- 
f the Immigration Subcommittee in Reverend Knutsen’s behalf 
Not only would it be financially impossible for Reverend Knutsen to travel to 
way, but, also, you will note the enclosed brief points out that his absence 
m his pastorates would entail a hardship in attempting to fill his pulpits while 
was out of the country. 
In a letter dated April 29, 1953, I pointed out to your committee my deep 
rest in Reverend Knutsen’s case. I personally feel his bill is worthy of every 
leration and in view of this submitted evidence that every effort has been 
‘to comply with the administrative remedies—which efforts were thwarted 
ist plead that the committee actively consider H. R. 1699. It is my hope that 
rable action will be taken on H. R. 1699 in the near future. 
Thank you and with kindest regards, I am 
Sincerely, 
Auvin E. O’ Kons, 
Congressman, 10th District of Wisconsin. 


The enclosures referred to in Mr. O’Konski’s letter are contained in 

e files of the committee. 

In addition, the committee files contain the following letters in 
support of this bill: 


Po.tk-BurRNeETT ELEcTRIC COOPERATIVE, 
Centuria, Wis., May 8, 19538. 
Francis E. Water, M. C., 
House Office Building, Washington 25, D. C 
ONGRESSMAN WALTER: Reference is made to bill H. R. 1699 which is now in 
hands of, and will soon be considered by, the Immigration Subcommittee of 
House Judiciary Committee, of which you are a member. 
This bill concerns a special request for the relief of Rev. Roger Knutsen, of 
sam Lake, Wis. Early and favorable consideration of this bill will be 
ppreciated, not only by the writer, but also by the residents of the several com- 
nities in this area who know and will attest to the sincerity and character of 
ey. Roger Knutsen. 
‘hank you in advance for whatever consideration you might give this request. 
Respectfully submitted. 


M. L. Otson, Manager. 


Tue Po.tk County LEepGeER, 
Balsam Lake, Wis., April 26, 1958. 
H. R. 1699, now before your committee. 


n. Louis E. Granwam, 
Congressman from Pennsylvania, 
Chairman of the 1mmigration and Naturalization Subcommittee, 
House of Representatives, Washington, D. C. 
Dear Mr. GranaM: The members of the Balsam Lake Methodist congregation 
ive signed a petition to your committee requesting early and favorable considera- 
nm for H. R. 1699. They want your committee to know that they wish to 
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retain Reverend Knutsen in this country, that they respect his desire to remaip 
| become a naturalized citizen, and that they wish to avoid for him a costly 
and time-consuming journey back to Norway for reentry. It would be a real 
hardship for him 
reat deal of work has gone into efforts to secure an extension to Reverend 
’s temporary visa and to allow him to remain this long. None of us eay 
thing further until the bill, H. R. 1699, is favorably reported on for acti 
Members of the House. 
may be sure that your efforts to give the bill a favorable committee 
be greatly appreciated by the pe yple back her in Polk County 
‘he petition is enclosed. Also enclosed is a clipping from this count 
Vspaper in regard to the matter. It may interest you. 
Sincerely 


a ’ 


ane 


port 


seat 
Curtis B. Gay.Lorp 


Tre Meruopist Cuurcu, WISCONSIN AREA, 
Madison, Wis., March 19, 1958 


Hor. Lovis E. Granam, 
House of Re presentalives, Wash ngion, Ea. C. 

My GRAHAM: Permit me to assure you that the services of the 
Reveren r Knutsen, whose need is represented in bill H. R. 1699, is a most 
worthy case. The Reverend Mr. Knutsen has been most effective as a minister 
here and is deeply loved and needed in this section of Wisconsin where he has 
rendered conspicuous service. We have found him to be thoroughly devoted, 
thoroughly de pe ndable and 1iOVal, and he will! render a great service if he is granted 

request 

With deep appreciation for your thoughtful consideration of this bill. 

Cordinally yours, 
H. Ciirrorp Norrucort, 
Res le nt B shop, Wisconsin 


CHe Metruopisr Cuurcu, WISCONSIN AREA, 
NoRTHERN District, West WISCONSIN CONFERENCE, 
Eau Claire, Wis., March 10, 1953 
kK. GRAHAM, 
House of Representatives, 
P ' Washington, 7. t.. 

Dear Mr. GRAHAM: My attention has been called to the fact that vou are chair- 
man of the Immigration and Naturalization Subcommittee of the House Judiciary 
Committee, House of Representatives, and that you have before you for consid- 
eration bill H. R. 1699, entitled “for the relief of Rev. Roger Knutsen.”’ 

As superintendent of the churches served by Reverend Knutsen, permit me to 
urge immediate consideration of this bill 

It will indeed cause considerable hardship on the part of Reverend Knutsen to 
return to Norway in order that he may reenter under the Norwegian quota. It 
will also cause confusion in the churches that he is now so ably serving as pastor, 
to be without leadership during the time required for the trip to Norway. 

In the interest of economy, it seems to me that such a return to Norway for 
reentry is a waste of both money and time, which can be saved through the 
recommendation of your subcommittee urging the pa re of said bill, H, R. 1699. 

[hanking vou for your careful consideration of this case, I am, 

sincerely, ; 


ArcHIE R. HENRY. 


Upon consideration of all the facts in this case, the committee 1s 
of the opinion that H. R. 1699 should be enacted and accordingly 
recommends that the bill do pass. 


O 
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Mr. Grauam, from the Committee on the Judiciary, submitted 
the following 


REPORT 


[To accompany H. R. 1948] 


The Committee on the Judiciary, to whom was referred the bill 
(H. R. 1948) for the relief of Mrs. Fung Hwa Liu Lee, having con- 
sidered the same, report favorably thereon with amendments and 
recommend that the bill do pass. 

The amendments are as follows: 

On page 1, lines 3 and 4, strike out the words “immigration and 
naturalization laws’? and substitute the words “Immigration and 
Nationality Act’’. 

On page 1, lines 7 and 8, strike out the words “‘and head tax” 

Beginning on page 1, line 11, after the words ‘‘from the’’, strike out 
the remainder of the bill and substitute in lieu thereof the following: 
“appropriate quota for the first year that such quota is available” 


PURPOSE OF THE BILL 


The purpose of this bill, as amended, is to grant the status of per- 
manent residence in the United States to Mrs. Fung Hwa Liu Lee, a 
native and citizen of China. The bill also provides for the payment 
of a required visa fee and for an appropriate quota deduction. 

The bill has been amended to conform with the language of the 
Immigration and Nationality Act. 


GENERAL INFORMATION 


The pertinent facts in this case are contained in a letter, dated 
November 10, 1953, from the Commissioner, Immigration and 
Naturalization Service, to the chairman of the Committee on the 
Judiciary. The said letter, and accompanying memorandum, reads 
as follows: 
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DEPARTMENT OF JUSTICE, 
IMMIGRATION AND NATURALIZATION SERVICE, 
November 10, 1952. 
Hon, Cuauncey W. ReEeEp, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D. C. 

Dear Mr. CuarrMan: In response to your request of the Department of Justice 
for a report relative to the bill (H. R. 1948) for the relief of Mrs. Fung Hwa Liy 
Lee, there is annexed a memorandum of information from the Immigration and 
Naturalization Service files concerning the beneficiary. 

The bill would grant the alien permanent residence in the United States upor 
the payment of the required visa fee and head tax. It also would direct that 
one number be deducted from the number of displaced persons who shall be 
granted permanent residence pursuant to section 4 of the Displaced Persons A t, 
as amended. It should be noted, however, that the Immigration and Nationality 
Act does not require the payment of a head tax. 

Mrs. Lee is chargeable to the quota for Chinese persons. 

Sincerely, 
A. R. Mackey, Commissioner 


MEMORANDUM OF INFORMATION FROM IMMIGRATION AND NATURALIZATION 
Service Fires RE Mrs. Funa Hwa Liv Leg, BENeEFiIciarRyY or H. R. 1948 


The alien is a widow about 69 years of age, native and citizen of China, of the 
Chinese race, whose only arrival in the United States occurred at San Francisc 
Calif., on February 21, 1949, when she was admitted as a visitor until August 20, 
1949. She was last granted an extension of her stay until January 20, 1950 

The alien applied for adjustment of status as a displaced person residing in the 
United States, which application was denied on January 22, 1952. Deportatior 
proceedings were instituted against her, and on June 26, 1952, the hearing officer 
ordered that she be deported from the United States on the ground that at the 
time of her entry she was an immigrant not in possession of a valid immigrat ior 
visa as required by law. Her appeal from the hearing officer’s decision was 
dismissed by the Board of Immigration Appeals on September 24, 1952. On 
March 10, 1953, a stay of deportation was directed in her case pending considera- 
tion of H. R. 1948. 

The alien has resided with her daughter and son-in-law, Mr. and Mrs. Paul 
Hsieh, in Pasadena, Calif., and in Oceanside, Calif., since her arrival in the 
United States. Her son-in-law is a sergeant in the United States Marine Corps. 
Her daughter is a citizen of the United States by naturalization. Mrs. Lee has 
some money of her own but is mostly dependent upon her daughter for support. 
She has one other daughter residing in the United States. 

The alien has testified that she originally resided in Chefoo, China, and that 
when the Communists advanced upon that city she fled to Shanghai tc live with 
@ relative; that when the Communists approached Shanghai she applied to the 
United States consul in Tsingtao for an immigration visa in order that she might 
join her daughters in the United States and was assured that a quota number 
would be available. As she was subsequently advised that no quota number 
was available, she applied for a visitor’s visa. She stated that at the time of her 
entry into this country she had no intention of departing upon termination of the 
period for which she was admitted as a visitor, and that it was her intention to 
remain here permanently. 

In addition to her 2 daughters in the United States, the alien has 5 adult 
children in China, 1 of whom resides in Shantung and the other 4 reside in 
Shangbai. Her husband died in China some years ago. 


Mr. Hinshaw, the author of this bill, appeared before a subcom- 
mittee of the Committee on the Judiciary and recommended the 


enactment of his measure, submitting the following letters in its 
support: 
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CotumBi1a University, New York Ciry, 
February 14, 1958. 
‘aauncy W. REEp, 
rman, Committee on the Judiciary, 
House of Representatives, Washington, D. C. 


sn Str: Thank you very much for your letter about bill H. R. 1948, for the 
‘ Mrs. Fung Hwa Liu Lee. Such humanitarian considerations as this bill 
) justify the loyalty of our great mass of fine Chinese-American citizens. 
year, the representatives of 10,000 members of the Chinese Consolidated 
lent Societies in California held a mass rally declaring their allegiance to 
Ur nited States Government, and their support of China’s constitutional 
ent on Formosa. They sang the Star-Spangled Banner, and showed films 
nosa’s defense, cheering loudly when Chiang K’ai-shek and other leaders 
neared on the sereen. 
t can be imagined what extra hazard the United States would face if this loval 
» were infiltrated by subversives, or if they succumbed to the constant pressure 
espionage to protect their loved ones in China. As it is, the overseas Chinese 
about the most reliable allies the free world has in its defense against com- 
sm 
China’s constitutional government, under Chiang K’ai-shek’s leadership, 
is carrving on a@ fine constructive program after V-J Day that they were never 
en credit for. The Communist propaganda in this country effectively im- 
inted the false stereotypes in the public mind of the “corrupt, inefficient 
mintang” and the “progressive democratic agrarian Communist reformers.” 
se false stereotypes were communism’s secret weapon with which Americans 
convineed that their China ally was their enemy, and the Chinese Com- 
ists were our friends. 
The new realistic policy of recognizing free China as our ally again, and the 
nunist killers as the enemies they always have been, is giving great prestige 
ind face to the legal Government of China now on Formosa. With the Oriental 
ediliction for moral intangibles, this means that all over Asia the influential 
iese populations are swinging to our side. Even if Formosa never strikes a 
blow on the mainland, this act of justice in recognizing the leadership of free China 
as done much to win back the 450 million allies now captives of the Kremlin. 
The enclosed article by Dean Emeritus Roscoe Pound is a testimony to the 
teousness of constitutional China’s cause. I believe the same issues of 
Representative Government versus tyranny are at stake on Formosa as at Valley 
Forge. 
Sincerely yours, 
MARGUERITE ATTERBURY. 


Post LEGAL OFFICE, MARINE BARRACKS, 
Camp JoserpH H. PENDLETON, 
Oceanside, Calif., February 5, 1952 
Cart HINnsHAw, 
Congressmen’s Building, 
Washington, D. C. 


Dear Mr. Hinsnaw: Last week when I went back to Pasedens.,, my wife 
wed me a copy of decision from Immigration Office, Weshington, D. C., 
cerning the chenge of status of my mother-in-law, Mrs. Lee. The decision 
as denial of her application. 
My wife told me that since they received the decision, my mother-in-law has 
been able to sleep ena eat well from worry. If the euthority is going to 
port her she would not know where to go. I told her thet since Mr. Hinshaw 
selready introauced e, bill for her, I 2m sure thet he will do his best to see that 
bill is passed. 
[ know I should not bother you with so many letters but this is just to inform 
Mrs. Lee received the decision from Weshington. 
Respectfully yours, 
Paut Hsten. 











4 MRS. FUNG HWA LIU LEE 


Post LEGAL Orrick, MARINE BARRACKS, 
Camp JoserpH H. PENDLETON 
Oceanside, Calif., December 13, 1951 t 
Hon. Cari HINsHaAw, 
Congressmen’s Building, ” 
Washington, D. C. 

Dear Str: My mother-in-law, Mrs. Fung Hwa Liu Lee received a letter wi 
opinion and recommendation attached from the immigration office jn |p, 
Angeles which I am enclosing herewith together with a copy of the except 
that she took. ; 

Since the immigration office here in Los Angeles recommended that Mrs. Lee 
application for change of status be denied on account of her unlawful entry ; 
United States, I am again asking for your help. 

Although Mrs. Lee testified that she applied for an immigration visa 
Tsingtao, China, which technically constituted her intention of remaini 





United States permanently but that does not mean that she could not chan» 
her mind in the case if she obtained an immigration visa. At that particula ’ 
time it all depended on what the outcome of the situation in China was, |} 


situation permitted she most likely would have returned to China after her visi 
with her daughters here but the situation did not permit her to go back 
China. 

The Communists took her home and at the time of her landing at San Frap. 
cisco, the Communists had control of a large part of China and that made he \ 
decide to stay here with her daughters. Since she had no place in China t 
return to, staying here with her daughters would most certainly be the n 
logical thing to do. 

No doubt 9 out of 10 of the foreigners entering United States are not familiar 
with the immigration laws and Mrs. Lee not knowing any of the immigrat 
laws was unaware that her intention to remain in United States permanentiy at 
the time of landing at San Francisco constituted her entry to the United States 
unlawful, otherwise she would, I am sure, do like anybody else that has knowl- 
edge of the immigration law would do—land in San Francisco with the intentio: 
of remaining in United States temporary and after a few months’ stay, apply t 
remain here permanently. 


So Mr. Henshaw with your help I am sure there is some way to remedy this ( 
small technical error of my mother-in-law’s intcntion when she landed at San r 
Francisco. t 


My wife and I do wish that you will let vs know when you are in Pasadena 
because we want to have the honor of inviting you for a Chinese dinner at 
home. 

With my best wishes, 

Respectfully yours, fi 
Paut Hsien, ¢ 
Technical Sergeant, United States Marine Corps 


Upon consideration of all the facts in this case, the committee is o/ 
the opinion that H. R. 1948, as amended, should be enacted ai 
accordingly recommends that the bill do pass. 
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Marcu 24, 1954.—Committed to the Committee of the Whole House and ordered 
to be printed 


Mr. Water, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany H. R, 2427] 


The Committee on the Judiciary, to whom was referred the bill 
(H. R. 2427) for the relief of Annie Litke, having considered the same, 
report favorably thereon without amendment and recommend that 
the bill do pass. 

PURPOSE OF THE BILL 


The purpose of this bill is to grant the status of permanent resi- 
oe ; ar . 

dence in the United States to Annie Litke, a native of Turkey and a 

citizen of France. The bill also provides for the payment of the re- 
quired visa fee and for an appropriate quota deduction. 


GENERAL INFORMATION 


The pertinent facts in this case are contained in a letter dated July 
10, 1953, from the Commissioner, Immigration and Naturalization 
Service, to the chairman of the Committee on the Judiciary. The 
said letter, and accompanying memorandum, reads as follows: 


DEPARTMENT OF JUSTICE, 
IMMIGRATION AND NATURALIZATION SERVICE, 
July 10, 1958. 
Hon. Coauncgey W. Reep, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D. C. 

Dear Mr. CHAIRMAN: In response to your request of the Department of Jus- 
tice for a report relative to the bill (H. RK. 2427) for the relief of Annie Litke, 
there is annexed a memorandum of information from the Immigration and Natur- 
alization Service files concerning the beneficiary. 

The bill would grant the alien permanent residence in the United States upon 
payment of the required visa fee. It would also direct that one number be de- 
ducted from the appropriate immigration quota. 


42007 
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The alien is chargeable to the quota of Turkey, which is oversubscribed. How. 
ever, She may qualify for a preference in the issuance of an immigrant visa pursuant 
to section 203 (a) (2) of the Immigration and Nationality Act. 

Sincerely, 
ArcyLE R. Mackey, 
Commissioner. 


MEMORANDUM OF INFORMATION FROM IMMIGRATION AND NATURALIZATION 
Service Fires Re Annie Lirke, Benericrary or H. R. 2427 


Annie Litke, a citizen of France, was born in Istanbul (Constantinople), Turkey. 
on September 18, 1898. She entered the United States by automobile from 
Canada on January 30, 1950, at Champlain, N. Y., and was admitted until Febru- 
ary 24, 1950, as an alien in transit to France. She failed to depart from the 
United States and, in deportation proceedings, was found to be deportable from 
the United States on the ground that, after admission as a transit, she had re- 
mained in the United States longer than permitted. The alien was granted the 
privilege of departing voluntarily from the United States but did not take advant- 
age of this privilege. 

Since her entry into the United States, Mrs. Litke has been residing in New 
York, N. Y., with her only child, Miss Mireille Marie Litke, who was born in 
Paris, France, on January 22,1927. Miss Litke was naturalized as a United States 
citizen on March 2, 1953. 

Mrs. Litke testified that she first entered the United States with her parents in 
1898, when she was approximately 2 months of age. She stayed here until 1908 
when her parents took her to France. She remained in France until 1949 when 
she left that country on a visit to Canada. She was married in Paris, France, on 
August 30, 1923, to Jacob Litke, who is believed to have died in a concentration 
camp in 1942, Mrs. Litke said that she became a French citizen through natural- 
ization. 

During part of her stay in the United States, Mrs. Litke was dependent for 
support upon her daughter, who is a ballet dancer. Since 1951, she has been em- 
ployed by the Hotel Astor in New York City as an attendant and has earned ap- 
proximately $25 a week. Mrs. Litke has $500 in savings and approximately 
$2,000 in personal effects. She and her daughter are the joint owners of a cafe 
and hotel in France. 

Mrs. Litke has no near relatives residing abroad. She has one brother in the 
United States, who, according to Mrs. Litke, was born in this country. 


Mr. Roosevelt, the author of this bill, also introduced a bill for 
Mrs. Annie Litke’s relief (H. R. 5932) in the 82d Congress. A letter 
addressed to the then chairman of the Committee on the Judiciary 
by Mr. Roosevelt reads, in part, as follows: 


I hope that every possible consideration can be given this bill so that Mrs. 
Litke can remain in the United States with her family. You will note that she 
was unable to emigrate with her daughter under the regular quota in 1947 
because the Turkish quota was oversubscribed. 

After reviewing the facts of this case, I believe the committee will agree that it 
is highly desirable for this family unit to be kept together and I hope that favor- 
able action will be taken on the bill. 


Mr. Roosevelt also submitted the following letter, containing a 
background summary of Mrs. Litke’s immigration problem: 


New York SEcrION, 
NATIONAL CoUNCIL OF JEWISH WOMEN, 
New York, N. Y., January 2, 1952. 


Re Annie Litke, 325 West 71st Street, New York, N. Y., File A-7445460, 0300- 

334173. 

Hon. FRANKLIN D. RoosEvELT Jr., 
New York 22, N. Y. 

HonoraB.e Str: Upon the request of Miss Carolin A. Flexner, assistant to 
Senator Lehman, we wish to send you the following summary of Mrs. Litke’s 
background and immigration situation. We understand that you plan to intro- 
duce a private bill in behalf of Mrs. Litke, as soon as Congress reconvenes in 
January. 
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Mrs. Litke was born in Constantinople, Turkey, on September 18, 1898. From 
the age of 6 weeks until 10 years, Mrs. Litke resided with her parents in New 
York, N. Y. Then her parents left the United States for France and took Mrs. 
Litke and two brothers who were born in New York, with them. From then on 
Mrs. Litke lived in Paris, France, where whe was married in 1923 and where her 
only child, Mireille-Marie Litke, was born in 1927. 

\fter the start of the Second World War, Mrs. Litke’s husband joined the 
French resistance movement. He was captured there by the Nazis and deported 
first to the Concentration Camp Drancy and from there to Auschwitz, where he 
' was killed in 1942. Mrs. Litke and her daughter also joined the French under- 
cround. After they had been reported as being Jews, Mrs. Litke’s daughter was 
sent to Switzerland by the underground while Mrs. Litke hid out in a convent. 
They both returned to Paris in 1944, after the liberation. 

Mrs. Litke’s two brothers, who were born in the United States, had returned to 
the United States and sponsored the immigration of Mrs. Litke’s daughter, who 
emigrated to the United States on July 30, 1947. Mrs. Litke could not emigrate 
with her daughter because of the Turkish quota situation. 

Mrs. Litke’s daughter, who had been trained in France as a ballet dancer, has 

been working in this field since she came to the United States. Among other 
places, she danced at Radio City Music Hall, on television, with Olsen and 
' Johnson, and is at present employed at the Bal Tabarin. 
; In 1949, Mrs. Litke’s daughter had a dancing engagement with the Cafe Chez 
Maurice in Montreal, Canada. At that time she applied to the Canadian consul 
for a visitor’s passport for Mrs. Litke to Canada, so that they could see each 
; other, since Mrs. Litke had been unable to get a visitor’s visa for the United 
States. Mrs. Litke came to Canada in October 1949 and remained there until 
her daughter’s engagement was terminated. She then planned to return to France, 
via the Queen Elizabeth and received a transit visa to the United States on January 
| 24,1950, at the United States consulate in Montreal, Canada. Mrs. Litke arrived 
in the United States on January 30, 1950, with a transit visa valid to February 24, 
1950. Mrs. Litke applied for an extension of her transit visa, which was not 
granted. 

While still in Paris, Mrs. Litke had met an American tourist, Mrs. J. Bowling 
Bruns of 270 Park Avenue, New York; apparently Mrs. Litke had been helpful 
to Mrs. Bruns in Paris and had been invited by her to contact her whenever she 
| should come to New York. Mrs. Litke contacted Mrs. Bruns, who wanted to 
help Mrs. Litke to remain in the United States and interested Senator Ives in 
Mrs. Litke’s situation. Senator Ives introduced a bill, 8. 3266, in the 81st Con- 
| gress, to admit Mrs. Litke for permanent residence. This bill had been postponed 
indefinitely. 

Since Mrs. Litke had overstayed her time, the Immigration and Naturalization 
Service issued a warrant on April 3, 1950, and in February 1951, Mrs. Litke was 
| found deportable. However, she was informed by letter of February 26, 1951, 

that an order of deportation would not be entered in her case, but that she would 
be granted voluntary departure. April 27, 1951, was set as the departure date. 
On April 26, 1951, Senator Lehman introduced a bill, S. 1399, in behalf of Mrs. 
Litke. This bill also was postponed indefinitely, and so Mrs. Litke received her 
order of deportation on December 10, 1951. 

As you know, it was at this time that the matter was brought to your attention 
and you expressed your willingness to introduce a private bill for Mrs. Litke in 
the House. We asked our cooperating agency, the United Service for New 
Americans, to file an appeal before the Board of Immigration Appeals, asking 
for a stay of Mrs. Litke’s deportation, pending the consideration of the bill that 
will be introduced by you. 

Mrs. Litke is at present living with her daughter, who is contributing to her 
mother’s support. Mrs. Litke is also working at the Hotel Astor, Broadway and 
43d Street, where she has a ladies’ room concession, and is making about $25 a 
week. Mrs. Litke’s daughter will be eligible to apply for her United States 
citizenship in July 1952. Mrs. Litke and her daughter are very much attached 
to each other and it would seem very cruel if Mrs. Litke would have to leave the 
United States at this point. when she does have the hope of being able to adjust 
her immigration status in the future, as soon as her daughter has become a citizen 
| As we mentioned above, Mrs. Litke’s two brothers also returned to the United 
States in the past. One of her brothers, Morris Colbert, is living at 50 Monument 
Walk, Brooklyn, N. Y. The other brother is living in California. Obviously 
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all of Mrs. Litke’s ties are in the United States, while she has nothing left ;, 
France. 

We are enclosing a copy of Senator Lehman’s bill 8. 3399 for your information 

We hope that the above information will be helpful to you and wish to than; 
you for your interest in this situation. 

If there is any further information you should desire, please let us know, 

Very truly yours, 
Berti GIDEON, Caseworker, 


Upon consideration of all the facts in this case, the committee is of 
the opinion that H. R. 2427, should be enacted and accordingly 
recommends that the bill do pass. 
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LAJOS SCHMIDT AND HIS WIFE, MAGDA 


Marcu 24, 1954.—Committed to the Committee of the Whole House and ordered 
to be printed 


Mr. Watrer, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany H. R, 2505] 


The Committee on the Judiciary, to whom was referred the bill 
(H. R. 2505) for the relief of Lajos Schmidt and his wife, Magda, 
having considered the same, reports favorably thereon with amend- 
ments and recommend that the bill do pass. 

The amendments are as follows: 

On page 1, lines 3 and 4, strike out the words ‘Immigration and 
naturalization laws’’ and substitute ‘Immigration and Nationality 
Act”. 

On page 1, line 8, strike out the words ‘‘and head taxes’’. 


PURPOSE OF THE BILL 


The purpose of this bill, as amended, is to grant the status of per- 
manent residence in the United States to Lajos Schmidt and his wife, 
Magda Schmidt nee Szakats, natives of Hungary who are now state- 
less. The bill also provides for payment of the required visa fees and 
appropriate quota deductions. 

The bill has been amended to conform with the language of the 
Immigration and Nationality Act. 


GENERAL INFORMATION 


The pertinent facts in this case are contained in a letter, dated 
July 22, 1953, from the Acting Commissioner, Immigration and 
Naturalization Service, to the chairman of the Committee on the 
Judiciary. The said letter, and accompanying memorandum, reads 
as follows: 
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DEPARTMENT OF JUSTICE, 
IMMIGRATION AND NATURALIZATION SERVICE. 
July 22, 1958 
Hon. CaHauncey W. Resp, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D. C. 


Dear Mr. CuarrMan: In response to your request of the Department of 
Justice for a report relative to the bill (H. R. 2505) for the relief of Lajos Schmid 
and his wife, Magda, there is annexed a memorandum of information from the 
Immigration and Naturalization Service files concerning the beneficiaries, 

The bill would grant the aliens permanent residence in the United States upop 
payment of the required visa fees and head taxes. It would also direct that two 
numbers be deducted from the appropriate immigration quota. It should be 
noted, however, that the Immigration and Nationality Act does not require the 
payment of a head tax. 

The aliens appear to be chargeable to the nonpreference quota of Hungary 
which is oversubscribed. 

Sincerely, 
B. G. HasBerton, Acting Commissioner 


MEMORANDUM OF INFORMATION FROM IMMIGRATION AND NATURALIZATION 
Service Fires Re Lasos Scumipt anp His Wire, Maapa, BENEFICIARIES 
or H. R. 2505. 


Lajos Schmidt was born in Budapest, Hungary, on April 23, 1920. His wife. 
Magda Schmidt nee Szakats, was born in Budapest, Hungary, on July 22, 1929 
They claim to be stateless. Coming from the Dominican Republic, they arrived 
in the United States at San Juan, P. R., on October 15, 1951, when they wer 
admitted as visitors until January 15, 1952. They were subsequently granted an 
extension of stay until July 1, 1952. Deportation proceedings have been in- 
stituted on the ground that, after admission to the United States as visitors, they 
have failed to comply with the conditions of that status. 

After their arrival in the United States, the aliens proceeded to the home of 
Mrs. John Nagy, Mrs. Schmidt’s sister, in New Brunswick, N. J. In November 
1951, Mrs. Schmidt had an abdominal operation at the Saint Elizabeth Hospital 
Elizabeth, N. J. After she was discharged from the hospital on November 21, 
1951, she remained at a convalescent home until December 19, 1951. In Feb- 
ruary 1952, the aliens left New Brunswick for Chicago, Ill., where they hay 
since resided, 

According to Mr. Schmidt’s testimony, he had no military service during 
World War It. From 1939 until 1941, he studied law at the University of 
Budapest in Hungary. He then studied economics at the University of Munict 
in Germany and received a doctor’s degree in 1942. In 1943 he received his law 
degree in Pecs, Hungary, and started working in Budapest as a law apprentice 
In 1944 he was interned for 3 months by the German-Hungarian political polic: 
but escaped with the aid of the Hungarian underground organization. H: 
remained in hiding until the Russian occupation of Hungary. In April 1945 he 
was interned by the Russian-Hungarian political police as an enemy of the 
people but was released in June 1945. Thereafter, he continued his law work 
and was admitted to the bar in Budapest in April 1947. In September 1947, hi 
left Hungary for Italy. Mr. Schmidt remained in Italy a little longer than a 
year and then visited Brazil for approximately 2 months. In December 1{48 
he was admitted to the Dominican Republic for permanent residence and remained 
in that country until his departure for the United States. In the Dominica 
Republic he was employed as a supervisor in a Government munitions factor) 
but resigned in September 1951 because he was in disagreement with thei 
production methods. 

According to Mrs. Schmidt’s testimony, she worked as a secretary for th 
Hungarian Credit Cooperative in Budapest from 1939 until May 1945. (1 
June 30, 1945, she was married to Mr. Schmidt. In July 1946, she obtained em- 
n»loyment with the Military Division of the American Control Commission ir 

lungary and worked there until the division was dissolved in December 1946 
In January 1947, she obtained employment with the American Legation in Buda- 
pest as a typist and continued to work until April 1948, when she was able to 
escape to Austria. She worked 3 weeks during May 1948 for the United States 
Army Counter Intelligence Corps, in Salzburg, Austria. She joined her husband 
in Italy, in June 1948 and has since accompanied him. While they were residing 
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Dominican Republic, Mrs. Schmidt had temporary employment with three 

ercial firms. 

Schmidt’s parents are residing in Hungary. He has a sister, who lived in 

nited States for several years, but is now residing in Australia. Mrs. 
Sehmidt’s father resides in Hungary. Her mother died in 1939. <A brother lives 

Paris, France, and a sister, in New Brunswick, N. J. 

Since he has lived in Chicago, Mr. Schmidt has been associated with the law 
frm of Baker, McKenzie & Hightower. From February 1952 until August 1, 
1952, he studied at their office and received no remuneration. Since the latter 
jate he has received $250 monthly as law clerk and librarian. He is also attending 
an evening law school. Mrs. Schmidt has been employed as a clerk by Time, Ine., 
since August 1, 1952. She earns $68 a week. 

Mr. Russell Baker, head of the firm of Baker, McKenzie & Hightower, stated 
that he first met the Schmidts in the Dominican Republic while he was there on 
a business trip. He had previously represented Mr. Schmidt’s sister in an immi- 
gration matter. Mr. Baker further stated that he had not made any offer of 
employment to Mr. Schmidt while he was still in the Dominican Republic. Mr 
Schmidt expects to join the law firm if he is permitted to remain in the United 


States. 


The committee files also contain the following report submitted 
by the Department of State on a bill (H. R. 6679) pending during the 
82d Congress for the relief of the same persons: 


DEPARTMENT OF STATE, 
Washington, March 26, 1952. 
Hon. EMANUEL CELLER, 
Chairman, Committee on the Judiciary, 
* House of Representatives. 

My Dear Mr. Cretuer: Reference is made to your letter of March 11, 1952, 
ind its enclosures, wherein the views of this Department were requested concern- 
ing the enactment of H. R. 6679, a bill for the relief of Lajos Schmidt and his 
wife, Magda, and to the Department’s interim reply of March 13, 1952. 

Information contained in the Department’s files indicates that Mrs. Schmidt 
may be identifiable with a Mrs. Magda Schmidt who was formerly employed in 
the American Legation at Budapest, Hungary. 

The Department’s records further indicate that under date of December 21, 
1951, the American Embassy at Ciudad Trujillo, Dominican Republic, reported 
that Dr. and Mrs. Lajos Schmidt had applied for immigration visas, but that 
their cases were not considered under the provisions of the Displaced Persons Act 
of 1948, as amended, because the aliens had been permanently settled in the 
Dominican Republic, and that they were, therefore, registered as intending 
immigrants under the Hungarian quota on September 12, 1951. 

The Embassy’s report also states that temporary visitors visas under section 
3 (2) of the Immigration Act of 1924, as amended, were issued to Dr. and Mrs. 
Schmidt to enable the latter to undergo urgent medical treatment in the United 
States, Dr. Schmidt’s visa having been issued on the advice of Mrs. Schmidt’s 
local physician that it would be unwise for her to travel to the United States 
unaccompanied. The Embassy’s report further states that at the time the 
temporary visitors visas were issued, the names of Dr. and Mrs. Schmidt were 
removed from the quota waiting list of intending immigrants, as provided in 
section 42.308 (a) (3), title 22 of the Code of Federal Regulations, and that the 
aliens were fully informed that they would be required to depart from the United 
States before consideration could be given to having their names reinstated on 
the waiting list as of the date of their original registration. 

The quota for Hungary, to which Dr. and Mrs. Schmidt are chargeable, is 
heavily oversubseribed, and it is anticipated that they would be required to 
undergo a considerable period of waiting before quota numbers could be allotted 
for their use. 

However, on the basis of information presently available to the Department, 
there appears to be no reason why, when quota numbers may be allotted for their 
use, immigration visas may not be issued to Dr. and Mrs. Schmidt. 

It is suggested that as it is undoubtedly intended that two quota numbers be 
deducted from the appropriate immigration quota in the event the bill should be 
enacted into law, the words, ‘‘one number,” at the beginning of line 11 of the bill 
be deleted, and that the words, ‘‘two numbers,” be substituted therefor. 
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In the circumstances and in the light of the foregoing information, the Depap. 
ment is unable to recommend the enactment of the proposed legislation, 
Sincerely yours, 
H. J. L’Hevrevx, 
Chief, Visa Division 
(For the Secretary of State 


Mr. O’Hara of Illinois, the author of this bill, appeared before 
subcommittee of the Committee on the Judiciary and recommended 
the enactment of his measure. 

Mr. O’Hara also submitted the following additional background 
information concerning the beneficiaries of this bill: 


CurricuLuM ViTaAE oF Mrs. Maapa Scumipt 


Mrs. Magda Schmidt, nee Szakats was born on July 22, 1920, at Budapest, 
Hungary. Father; Lojos Szakats, former general director of the Hungarian 
Building Cooperative, Budapest, Hungary. Mother’s maiden name: Gizellg 
Bayer (deceased). 

Studies: From 1930 to 1938 high-school studies at the Sacre Coeur Order's 
Gymnasium, Budapest, thereafter studied languages and business courses. 

Employment: From 1939 to May 1945 secretary of the Central Credit Coop- 
erative (Nador-u.Budapest, Hungary). 

On June 30, 1945, she was married to Dr. Lajos Schmidt. 

From June to December 1946 she was employed by the Military Division 
of the American Control Commission for Hungary at Budapest. The Chief of 
the Military Division was Col. James D. Wilmeth. 

On December 30, 1946, the Military Division was dissolved. Mrs. Schmidt 
obtained an employment with the American Legation at Budapest, Hungary, o1 
the basis of Col. James D. Wilmeth’s recommendation. 

Mrs. Schmidt worked with the Consular Section of the American Legation from 
January 1947 to April 30, 1948. She performed clerical duties at first at the Visa 
Section and afterward at the Passport Section. 

In early April 1948 articles appeared in the Hungarian press accusing Mrs 
Schmidt of being an agent for the United States Legation. 

On April 30, 1948, Mrs. Schmidt crossed the Hungarian borders illegally in 
order to escape from the political police. 

After having arrived in Vienna she received assistance from the American 
Legation and from the CIC so as to proceed safely to the United States Zon 
of Austria. 

Mrs. Schmidt stayed in Salzburg, Austria, until about June 11, 1948, wher 
she left for Genoa, Italy, to join her husband. During her stay in Salzburg 
she worked with the Counter Intelligence Corps Denazification Section. 

In Genoa, Italy, Mrs. Schmidt resided with her husband at Corso Andrea 
Podesta 6/9 until October 16, 1948, when they left together for the Dominican 
Republic via Brazil. They arrived at Ciudad Trujillo on December 9, 1948. 

In September 1951 a medical examination revealed that it was necessary for 
Mrs. Schmidt to undergo an operation for pelvic tumor. 

On October 5, 1951, a United States temporary visitor visa (sec. 3/2), No 
679 was issued to her by the consul of the United States of America at Ciudad 
Trujillo, Dominican Republic, on the basis of a medical certificate. A similar 
visa was issued to her husband to permit him to accompany her. 

On October 15, 1951, they were admitted to the United States by the United 
States immigrant inspector at San Juan, P. R., for a period of 3 months, expir- 
ing January 15, 1952. An extension of stay was granted on December 17, 195', 
by the officer in charge in Newark, N. J., for a period ending July 1, 1952. 

Mrs. Schmidt was operated upon on November 3, 1951, at St. Elizabeth Hos- 
pital, Elizabeth, N. J.; she was released on November 21, 1951, and she was 
admitted to Kate Macy Ladd Convalescent Home at Far Hills, N. J., on No- 
vember 23, where she remained until December 19, 1951. Afterwards, she stayed 
with her sister, Mrs. Matilda Nagy, 35 Brookside Avenue, New Brunswick, N. J 

Mrs. Schmidt is a stateless person and has been traveling on a traveling docu- 
ment (agreement of October 15, 1946), issued to her on September 22, 1951, by 
the immigration authorities of Ciudad Trujillo, Dominican Republic, valid until 
September 22, 1952. 

(Attached there is a morality certificate issued by the Civil Governor of Santo 
Domingo, Ciudad Trujillo, concerning Mrs. Schmidt.) 
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CurricuLuM VitraE or Dr. Lasos Scumipt 


Dr. Lajos Schmidt was born on April 23, 1920, at Budapest, Hungary. Father, 
Dr. Lajos Schmidt, formerly medical doctor-in-chief at Budapest. Mother’s 
maiden name: Gizella Adorjan. 

Studies: From 1930 to 1938 studied at the St. Benedict Order’s Gymnasium. 
He graduated summa cum laude. 

From 1939 to 1941 studied law and political sciences at the Peter Pazmany 
University of Budapest. 

In 1941-42 he studied and completed a course in economic sciences at the 
University of Munich, Germany, obtaining a doctor’s degree cum laude. His 
dissertation Die Léhne der landwirtschaftlichen arbeiter in Ungarn (agricultural 
wages in Hungary) was published in Germany and is still on sale there. This 
book created a considerable interest since he opposed in it the Nazi plan to export 
Hungarian agricultural laborers to Germany. 

In 1943 he obtained cum laude a doctor’s degree in law and political sciences 
at the University of Pecs, Hungary. 

Employments up to the date of his last departure from Hungary; September 30, 
1947; from January 1939 to April 1939 he worked as a volunteer with the Sor- 
veglianza S/A, at Genoa, Italy. 

From September 1943 to June 1944 he worked as iawyer’s apprentice with the 
attorney’s office of Dr. Istvan Pézel, Budapest, Hungary; from June 1945 to 
March 1947 he worked as lawyer’s apprentice with Dr. Jozsef Kramer, attorney 
at Teleki Pal-u, Budapest, Hungary. 

In March 1947 he obtained his lawyer diploma and he worked as a lawyer on 
his own account from that time until September 30, 1947. 

From 1939 to 1944 he had been engaged in part-time agricultural work on his 
father’s estate at Apoz, Heves County, Hungary. This estate was confiscated in 
1945 by the Russian-controlled Hungarian Government. 

Dr. Schmidt was arrested in June 1944 by the Gestapo when it was discovered 
that he had hidden the persecuted (several Jewish and other persons) in his own 
home. He was under internment until August 1944. (For fuller account, please 
see pp. 1-2 of letter to Senator Smith.) 

After the Russian occupation of Budapest, in January 1945 he was taken away 
from his home as a forced laborer by the Soviet Army. He returned to Budapest 
in February 1945. 

In March 1945 he was arrested by the Hungarian political police and interned 
until June 1945 on the basis of antisocial attitudes. (For fuller account, please 
see p. 2 of letter to Senator Smith.) 

After having been released from internment Lajos Schmidt was married to 
Magda Szakats on June 30, 1945. 

Dr. Schmidt left Hungary on September 30, 1947, to join his uncle, Vittorio 
Cerruty, former Italian Ambassador, in Rome and he stayed there until January 
1948. 

Experiences and employments outside Hungary: From January to October 
1948 he worked as a clerk with the Sorveglianza S8/A, Via Petrarca 2, Genoa, 
Italy. His job consisted of correspondence in several languages and other clerical 
duties 

On October 16, 1948, he and wis wife, Magda Schmidt, who had joined him 
after her escape from Hungary, sailed on the steamship Andrea C to Brazil en 
route to the Dominican Republic. 

Brazilian visas had been issued to them on October 13, 1948, by the Brazilian 
consulate general at Genoa. They had received an allowance of $400 from the 
International Refugee Organization to defray part of their traveling expenses. 

They entered the Dominican Republic at Ciudad Trujillo on December 9, 1948, 
on the basis of a Dominican Reentry Permit, No. 95-48, issued on June 29, 1948, 
in the name of the Secretary of State for the Interior and for Police. 

From December 9, 1948, to September 10, 1951, Dr. Schmidt was employed 
by the Armeria E. N.—also known as Hispaniola Corp.—a machine and gun 
factory of the Dominican Government. He was a supervisor of the factory and 
performed the following services: Administration and payment of the personnel, 
correspondence in several languages, supervision of economical plans, and so 
forth. On September 10, 1951, Dr. Schmidt left his position with the Armeria 
E. N. since he could not agree with certain government plans regarding the 
management of the factory and regarding production. Dr. Schmidt wished to 
concentrate on the production of civilian goods while certain military groups 
insisted on exclusive military production in the factory. 
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Col. Carlos A. Mota, although military supervisor general of the Armeria FE. \ 
appreciated Dr. Schmidt’s arguments in favor of the production of civilian goods 
and issued a warm letter of recommendation regarding his services and abilities. 

On the basis of his wife’s illness, a United States temporary visitor visa (sec. 
3/2), No. 678 was issued to Dr. Lajos Schmidt on October 5, 1951, by the consy| 
of the United States of America at Ciudad Trujillo, Dominican Republic, S\ 
that he could accompany her to the United States. 

On October 15, 1951, Dr. Schmidt and his wife were admitted to the United 
States by the United States Immigrant inspector at San Juan, P. R., for g 
period of 3 months expiring January 15, 1952. An extension of stay was granted 
on December 17, 1951, by the officer in charge in Newark, N. J., for a period 
ending July 1, 1952. 

Dr. Schmidt is a stateless person and has been traveling on a traveling document 
(agreement of October 15, 1946), issued to him on September 22, 1952, by the 
immigration authorities of Ciudad Trujillo, Dominican Republic, valid unti| 
September 22, 1952. 

(There is attached a morality certificate issued by the Civil Governor of Santo 
Domingo, Ciudad Trujillo, concerning Dr. Schmidt.) 


Upon consideration of all the facts in this case, the committee is 
of the opinion that H. R. 2505, as amended, should be enacted and 
accordingly recommends that the bill do pass. 
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DR. JAMES K-THONG YU 


Marcu 24, 1954.—Committed to the Committee of the Whole House and ordered 
to be printed 


Mr. GranaM, from the Committee on the Judiciary, submitted the 
following 


REPORT 


{To accompany H. R. 2875] 


The Committee on the Judiciary to whom was referred the bill 
(H. R. 2875) for the relief of Dr. James K-Thong Yu, having considered 
the same, report favorably thereon without amendment and recom- 
mend that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of this bill is to grant the status of permanent residence 
in the United States to Dr. James K-Thong Yu, a native and citizen 
of China. The bill also provides for the payment of the required visa 
fee and for an appropriate quota deduction. 


GENERAL INFORMATION 


The pertinent facts in this case are contained in a letter, dated 
August 11, 1953, from the Commissioner, Immigration and Natural- 
ization Service, to the chairman, Committee on the Judiciary. The 
said letter, and accompanying memorandum, reads as follows: 


DEPARTMENT OF JUSTICE, 
IMMIGRATION AND NATURALIZATION SERVICE, 
August 11, 1953. 
Hon. Caauncey W. Resp, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D. C. 

Dear Mr. CHAIRMAN: In response to your request of the Department of 
Justice for reports relative to the bills (H. R. 2875 and H. R. 3250) for the relief 
of Dr. James K-Thong Yu, there is annexed a memorandum of information from 
the Immigration and Naturalization Service files concerning the beneficiary. 

The bills would grant the alien permanent residence in the United States, upon 
payment of the required visa fee, and would direct that one number be deducted 


42007 





2 DR. JAMES K-THONG YU 


from the epproprints immigration quota. Attention is invited to a misprint on 
line 6 of H. R. 2875, which should read “for permanent residence as of the date of 
enactment of.” 

The quota for the Chinese to which the alien is chargeable, is oversubscribed 
However, he may be able to establish eligibility for a preference under section 
203 (a) (1) (A) of the Immigration and Nationality Act on the basis of his educa. 
tion, training, or experience. 

Sincerely, 
ArocyLp R. Mackry, Commissioner. 


MEMORANDUM OF INFORMATION FROM IMMIGRATION AND NATURALIZATION 
Service Fires Re Dr. James K-Toone Yu, Benericrary or H. R. 2875 
AND H. R. 3250 


Dr. James K-Thong Yu, a native and citizen of China, was born on April 6, 
1916. He arrived in the United States at the port of San Francisco, on March 
12, 1946, when he was admitted as a postgraduate medical student to remain for 
8 months. He was granted several extensions of his stay, the last of which expired 
on October 2, 1951, when he abandoned his status as a student. Deportation 
proceedings were subsequently instituted against him on the charge that he had 
remained in the United States for a longer time than permitted. 

Dr. Yu was a licensed physician in the Philippine Islands, where he had resided 
with his parents for a number of years. At the time he was admitted into the 
United States he was destined to the Medical College of Virginia, hospital division, 
at Richmond, Va., where he served as an intern in general surgery until July 1947 
He then transferred to the Arlington Hospital, Arlington, Va., to serve as resident 
physician under contract for 1 year. 

Upon completing his service in Arlington, he was awarded a fellowship in 
surgery, amounting to $2,400 a year, by the Cleveland Memorial Medical Founda- 
tion, Cleveland Heights, Ohio. On July 1, 1949, he transferred to the University 
of Oregon Medical School, in Portland, Oreg., to take a 3-year postgraduat 
course in thoracic surgery, during which period he served as resident physician 
in the University State Tuberculosis Hospital of the Oregon University Medica] 
School. 

After Dr. Yu completed his studies in this country he made application o1 
October 4, 1951, to adjust his immigration status under the provisions of section 4 
of the Displaced Persons Act of 1948, as amended. His application was denied 
on October 23, 1952. While waiting action on his application, he obtained from 
the California Medical Board a license to practice as a physician, and became 
employed at Hahnemann Hospital in San Francisco. f. November 1952 he 
went to the State of Washington where he also obtained a license to practice as a 
physician. Since that time he has been associated in a permanent capacity 
with the Central Washington Tuberculosis Hospital at Selah, Wash., as chest 
specialist and thoracic surgeon, at a salary of $760 a month. 

Dr. Yu’s parents are deceased. His father, who died in 1950, had established 
in the Philippines a general hardware, automotive, and real-estate business 
which is being operated by Dr. Yu’s brothers. He stated that he has accounts in 
savings banks in San Francisco, Portland, and Cleveland totaling approximately 
$10.000. He has never been married, and has no near relatives in the United 
States. He has 5 brothers and 6 sisters, or half-sisters, who are residing in the 
Philippines. 


Mr. Angell, the author of this bill, recommended the favorable 
consideration of his measure and submitted the following letters in 
its support: 


ARLINGTON HospPITAL, 
Arlington, Va., February 9, 19538. 
In re James K-Thong Yu, M. D. 
Hon. Homer D. ANGELL, M. C., 
Congress of the United States, House of Representatives, 
Washington, D. C. 

My Dear Mr. ANGELL: I have known Dr. James K-Thong Yu since 1947 and, 
as far as I know, he is a man of diligence, ability, and good moral character. 

Dr. Yu trained with me in surgery during his appointment as resident surgeon 
at Arlington Hospital, which is presently affiliated with Georgetown University 
Medical Center for training of surgeons. 














perm 





DR. JAMES K-THONG YU 3 


| had oceasion to associate with Dr. Yu closely and I was much impressed by 
his devotion to duty and his capability, diligence, and conscientiousness in the 
performance of service. I am sure Dr. Yu is a capable person worth recommend- 


~ Tf you can help him through Congress, your efforts will be very much appreciated, 
Sincerely yours, 
Joun T. Hazen, M. D., 
Chief, Department of Surgery, Arlington Hospital. 


CENTRAL WASHINGTON TUBERCULOSIS HospPITAL, 
Selah, Wash., January 5, 1958. 
Re Dr. James K-Thong Yu. 
Hon. Homer D. ANGELL, M. C., 
New House Office Building, Washington, D. C. 


DeaR CONGRESSMAN ANGELL: I would like to write in connection with Dr. 
james K-Thong Yu, who is presently employed in this hospital as a thoracic sur- 
geon. Dr. Yu is a well-trained surgeon, has a good background, and was highly 
recommended. His service is greatly needed in this hospital to help take care of 
the diseased patients here. This hospital is a joint enterprise of the six central 
Washington counties, and has a bed capacity of over 150. 

\s far as I know, Dr. Yu is a man of integrity, good moral character, and of good 

apability. His service would be very useful to the people of this country and 
to people of central Washington in particular. At the present there is no other 
jualified thoracie surgeon within this central Washington area of over 200,000 
population. I believe Dr. Yu is a valuable asset, and he deserves all the help and 
onsideration we can give him. 

Please do whatever you can within the power of your office to help him. A con- 
gressional resolution in his favor would be the best procedure. Your effort will 
ertainly be greatly appreciated. 

With thanks and kindest regard to you, I am, 

Yours very respectfully, 
ALBERT R. ALLEN, M. D., 
Medical Director and Superintendent. 


PORTLAND, OrgG., January 16, 1958. 
Re Dr. James K-Thong Yu. 
Hon. Homer D. ANGELL, M. C., 
New House Office Building, Washington, D. C. 


Dear CoNGRESSMAN ANGELL: Dr. James K-Thong Yu, thoracic surgeon for 
the Central Washington Tuberculosis Hospital at Selah, Wash., informs me that 
he is seeking your help in order to secure a permanent residency status in the 
United States. Having known Dr. Yu well for the past 4 years it may be of some 
value for me to certify regarding his character and other attributes. 

Dr. Yu received his thoracic surgical training on my service at the University 
if Oregon Medical School hospitals and clinics. Physicians acceptable for appoint- 
ment to this service must first have completed 3 years of postgraduate training in 
general surgery, sufficient to make them eligible for certification by the American 
Board of Surgery. The 2 years which Dr. Yu completed on my service make 
him eligible for certification by the board of thoracic surgery as well. He devel- 
oped considerable proficiency in this specialized field and there is no question 
but that there is considerable need and demand for the particular skills in which 
he has been trained, in many locations throughout this country, as, for example, 
in the institution in which he is now employed. 

Dr. Yu is a man of good moral character and integrity. He is much concerned 
that he may have to return to China, now Communist, if he is unable to remain 
in this country. I am sure you will do everything possible to prevent such a 
tragic occurrence and to promote passage of a resolution by Congress which will 
permit his remaining permanently in this country. 

Respectfully yours, 
WituiaM S. Conkiiy, M. D., 
Associate Professor of Surgery, Chief, Division of Thoracic Surgery, 
University of Oregon Medical School. 
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Mr. Holmes, the author of a similar bill (H. R. 3250), also recom. 
mended the enactment of this bill. 

Upon consideration of all the facts in this case the committee is of 
the opinion that H. R. 2875 should be enacted and accordingly recom. 
mends that the bill do pass. 
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ELIZABETH JUST MAYER 


Marca 24, 1954.—Committed to the Committee of the Whole House and ordered 
to be printed 


Mr. GranaM, from the Committee on the Judiciary, submitted the 
following 
REPORT 


[To accompany H. R. 2907] 


The Committee on the Judiciary, to whom was referred the bill 
(H. R. 2907) for the relief of Elizabeth Just Mayer, having considered 
the same, report favorably thereon without amendment and recom- 
mend that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of this bill is to waive one exclusion clause of our 
immigration laws, concerning the commission of a crime involving 
moral turpitude, in behalf of the German wife of a United States 
citizen serviceman. 


GENERAL INFORMATION 


The pertinent facts in this case are contained in a letter, dated 
December 23, 1953, from the Commissioner, Immigration and Naturali- 
zation Service, to the chairman of the Committee on the Judiciary. 
The said letter, and accompanying memorandum, reads as follows: 


Unrtep States DEPARTMENT OF JUSTICE, 
IMMIGRATION AND NATURALIZATION SERVICE, 
Washington 25, D. C., December 23, 1953. 
Hon. Coauncry W. RBeEp, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington D. C. 

Dear Mr. CHarrMAn: In response to your request of the Department of Justice 
for a report relative to the bill (H. R. 2907) for the relief of Elizabeth Just Mayer, 
there is annexed a memorandum of information from the Immigration and Natur- 
alization Service files concerning the beneficiary. 

The bill would exempt the beneficiary from the provisions of section 212 (a) (9) 
of the Immigration and Nationality Act, which excludes from admission to the 
United States aliens convicted of crimes involving moral turpitude. 

Sincerely, 
A. R. Mackey, Commissioner. 
42007 
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MEMORANDUM OF INFORMATION FROM IMMIGRATION AND NATURALIZATION 
Service Fires rp Evizaseta Jost Mayer, Bewnerictary or H. R. 2907 


Elizabeth Just Mayer was interviewed at Niagara Falls, Ontario, Canada, 
where she has been residing since her entry into that country for permanent 
residence on January 14, 1952. The beneficiary, a native and citizen of Cer- 
many, was born on November 23, 1923. She was married to Sgt. Loren West}, 
Mayer, the sponsor of this bill, on April 15, 1952. A petition for the issuance 
of a nonquota immigration visa filed by Sergeant Mayer on behalf of his wife 
was approved by this Service, but the American consul at Niagara Falls, Canada 
refused to issue the visa to the beneficiary on the basis of her record. The 
beneficiary testified that she was arrested twice for breaking contract to work 
(apparently as a ballet dancer), the first time in June 1941 for which she re. 
ceived a sentence of 4 weeks, and the second time in June 1942 for which the 
sentence was 2 months; and that in June 1947 she and her roommate, Regina 
Walkenbak, were arrested and sentenced by the military court to serve 3 months 
for stealing about $70 from an American soldier. The beneficiary asserted that 
the money was taken by her roommate. All offenses occurred in Heidelber; 
Germany. The beneficiary stated further that her father is residing in Germany 
and that her mother is deceased. 

Sgt. Loren Westly Mayer was born in Rochester, N. Y., on January 30, 1928 
He has been a member of the United States Army for 6 years and is presently 
stationed at Niagara Falls, N. Y. He testified that he met the beneficiary in 
June 1949 in Karlsruhe, Germany, while he was stationed in that country; that 
they lived as husband and wife from August 1949 until January 1952 when the 
beneficiary emigrated from Germany to Canada. He stated that they did not 
marry in Germany because Army regulations required a waiting period of 90 
days after applying for permission to marry and he believed he would be returned 
to the United States before that period had expired; that he paid for his wife’s 
passage to Canada; that he reenlisted for a period of 6 years (to September 1957 
in order to have sufficient funds to bring her to Canada, and that he is presently 
supporting her by an allotment of $137.10 deducted from his salary of $250. The 
beneficiary has been employed at, various times in Canada as waitress and house- 
keeper, and is presently doing housework for the persons with whom she is re- 
siding. Sergeant Mayer has no other assets except an expectancy of a legacy 
when he reaches the age of 30, of $500 with interest thereon from 1948. 


Mr. Ostertag, the author of this bill, addressed a letter to the chair- 
man of the Committee on the Judiciary, dated February 25, 1954, 
recommending the favorable consideration of his bill. Mr. Ostertag’s 
letter, with the enclosures, in part, reads as follows: 

CONGRESS OF THE UNITED STATES, 
House or REPRESENTATIVES, 
Washington, D. C., February 25, 1954 
Hon. Cuauncrey W. REeEp, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington 25, D. C. 

My Dear Mr. Cuarrman: By means of this letter I hope to enlist the sympa- 
thetic and favorable attention of you and your associates to the case of Sgt. Loren 
W. Mayer and his wife, Elizabeth Just Mayer. 

I attach hereto a copy of H. R. 2907, a bill which I introduced for the relief of 
Elizabeth Just Mayer. And I enclose evidence in support of the measure which 
has been gotten together by Mr. and Mrs. Mayer. It tells their story and sets 
forth their plea. It is the best they can do. 

I do not believe any mistake would be made by admitting Mrs. Mayer to this 
country. Of this I am confident. I therefore urge that the committee approve 
my bill in behalf of this soldier and his wife. 

With best wishes, I am, 

Sincerely yours, 
Haroup C. Ostperraa, 
Member of Congress. 
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NIAGARA Fauis, ONTARIO. 


Dear Str: My husband told me that you want me to write you a letter and tell 
you all about those two cases. I only hope you can understand my English 
writing Which isn’t too good. I would like to come to the point right away. 
Well the first thing started at 1944 but I can’t exactly tell you which month it 
was but I think it was around the middle of the year. I yust (used) to do house- 
keeping for my father, because my mother died when I was 16 of age. During 
these years we had war which you know, and everything was on ration, food and 
so on, Which wasn’t very much. My father yust (used) to get very mean for not 
having enough to eat, and the most time he beat me a lot, so I didn’t know what 
to do. My rations ticket were all used up, and I couldn’t get bread, so I stole 
around 13 to 15 pounds of flour to bake some bread, which we need it awful bad. 
Then we both worked steady all way outside of our town about 20 miles. I paid 
for that crime 3 months of jail. During that time my father got married and he 
came and told me that I can’t come home any more. 

I'll make my story short, but anyhow I had no place to go, and it take me 
days to find one, but some old people took me for quite long, until I meet a girl 
which yust (used) to live at the same street. She told me I could stay up her place 
which I did until the day it was June 13, 1948. I brought home a soldier. He 
stayed overnight at our house, the next morning we both my girl friend went 
away to get some potatoes. As we walked around the corner of our house that 
soldier came and told us that his money is gone. I think it was around $20 or 
$25. I told him I haven’t got it which was true. He took us up the police 
station. During that time my girl friend told me that she got it, but she gave 
me the money and told me to throw it away which I did. Of course, first we 
told the police we don’t know anything about it, but we confess after all. My 
girl friend told me if I don’t tell them that I took the half, I can’t stay at her place 
any more, so I told them I took the half. I got 3 months of jail and fine 500 
marks. 

Well, that’s how things happened which I’m really sorry now. I know it was 
a bad thing to do, but that time I didn’t realize because I was very confused 
about all these days when I had no home and nothing I could call my own. 
That’s why I didn’t care, as long I had a place to live, and that’s why I stuck to 
my girl friend. I hope so much I[’ll ever get a break in my life. I hope somebody 
give me chance to prove that I change it for good. I would never do anything 
like this no matter what, but I pray since then for forgiveness so God will forgive 
me for all I did in my past. ‘ 

Dear sir, all my happiness is in your hand, my whole life depends on it because 
I love my husband more than anything in the world, and without him I can’t 
be happy ever. So please help me if you can. All I want is to have a real home 
and together with my husband. I'll always be very grateful as long I shall live 
if you only will help me in that matter. 

Yours truly, 
EvizABETH MAYER. 


NIAGARA Fatus, OnTARIO, CANADA, 
February 2, 1954. 
To Whom It May Concern: 

We hereby certify that we have known Mrs. Elizabeth Meyer of Niagara Falls, 
Ontario, since May 1953. During that period of time we have known her to be 
honest, reliable, helpful and of good character. 

The source of our knowledge is a mutual friendship between Mr. and Mrs. 
Meyer and us which enables us to fully endorse the preceding. 

GERHARD MIKSCHE. 
JOHANNA MIKSCHE. 


Bartery C, 70raH ANTIAIRCRAFT ARTILLERY GUN BATTALION, 
Fort George G. Meade, Md., September 25, 1952. 
To Whom It May Concern: 

Cpl. Loren W. Mayer, RA12107091, returned from an overseas tour in Germany 
on April 8, 1952, and was assigned to this battery shortly afterwards. He is a 
superior soldier with an excellent character. The only thing I know about his 
wife is what Corporal Mayer has told me about her. In my opinion, a soldier 
of the caliber of Corporal Mayer would marry none other than a fine girl. If she 
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is on the police records for an offense, it might have been something beyond her 
control. She came to Canada on an immigrant’s visa and they were married jp 
Canada. 
Greratp E. Larsen, 
Captain Artillery, Commanding. 


Rocugstsr, N. Y., January 13, 1968. 
Hon. KENNETH B. KEATING, 
House of Representatives, Washington, D. C. 

Dear CoNGRESSMAN Keatinea: I am writing to you on behalf of my son, 
Cpl. Loren W. Mayer, RA12107091, who is stationed at Fort George G. Meade, 
Md., and his wife, Elizabeth Just Mayer, a German girl now living in Niagarg 
Falls, Canada. She was admitted to Canada for permanent residence from 
Germany. I was born in Rochester and have lived here most of my life. My 
son was also born here and resided in this city until he enlisted in the Army in 1946, 

Although my son and I have always had a hard struggle to make ends meet, 
he has grown up to be a fine Christian man and has made a good record in the 
Army and elsewhere. He reenlisted in the Army on September 15, 1950, for 4 
period of 6 years and he understands that he will be transferred to Korea in the 
near future. I therefore hope that you will be able to give him a favorable 
indication on the following request before he leaves the country. 

While my son was stationed in Germany from 1948 to 1952 he met his wife, 
a native and citizen of Germany and they married at Niagara Falls, Canada, on 
April 15, 1952. However, when she applied for a visa for admission to the 
United States it was denied on the ground that she had previously committed two 
crimes involving moral turpitude. I am informed that the crimes involved the 
improper taking of some flour during the starvation period in Germany, and 4 
frameup against my son’s wife by a girl friend of hers who had apparently taken 
about $20 from a United States soldier. The Canadian officials evidently looked 
into this and found that she was not disqualified for admission to that country. 

So that you will have a complete picture of our side, I am enclosing statements 
by my son and his wife, three German letters of recommendation and a Canadian 
letter of recommendation relating to the wife, and an Army letter and a statement 
by my son’s sister. 

After you have considered this information and the information you receive 
from the Government, including the American Consulate at Niagara Falls, 
Canada, where my daughter-in-law registered and was denied a visa, we would be 
deeply grateful if you would introduce a private bill looking toward the removal 
of the difficulty that is now preventing her admission to the United States. 

Very respectfully, 
Mrs. FLORENCE CONOLLY, 
Rochester, N. Y. 


Upon consideration of all the facts in this case, the committee is of 
the opinion that H. R. 2907, should be enacted and accordingly 
recommends that the bill do pass. 
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JOSIP STANIC 


Marcu 24, 1954.—Committed to the Committee of the Whole House and ordered 
to be printed 


Mr. Water, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany H. R. 4701) 


The Committee on the Judiciary, to whom was referred the bill 
‘H. R. 4701) for the relief of Josip Stanic, having considered the same, 
report favorably thereon without amendment and recommend that 
the bill do pass. 

PURPOSE OF THE BILL 


The purpose of this bill is to grant the status of permanent residence 
in the United States to Josip Stanic. The bill also provides for the 
payment of the required visa fee and for an appropriate quota deduc- 
tion. 

GENERAL INFORMATION 


The beneficiary of this bill is a 59-year-old native of Yugoslavia 
who is the brother of 2 United States citizens. 

Certain pertinent facts in this case are contained in a letter from 
the Acting Commissioner, Immigration and Naturalization Service, 
dated December 9, 1953, to the chairman, Committee on the Judiciary. 
The said letter, and accompanying memorandum, read as follows: 


UniTEp States DEPARTMENT OF JUSTICE, 
IMMIGRATION AND NATURALIZATION SERVICE, 
Washington 25, D. C., December 9, 1958. 
Hon. CHauncEy W. REEp, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D. C. 

Dear Mr. CuarrMan: In response to your request of the Department of Jus- 
tice for a report relative to the bill (H. R. 4701) for the relief of Josip Stanic, there 
is annexed a memorandum of information from the Immigration and Naturaliza- 
tion Service files concerning the beneficiary. 

The bill would grant the alien permanent residence in the United States upon 
payment of the required visa fee. It would also direct that one number be 
deducted from the appropriate immigration quota. 

The beneficiary is chargeable to the quota of Yugoslavia. 

Sincerely, 
H. G. HABBERTON, 
42007 Acting Commissioner. 





2 JOSIP STANIC 


MEMORANDUM OF INFORMATION FROM IMMIGRATION AND NATURALIZATION 
Service Fires Re Joste STanic, Benericirary or H. R. 4701 


Josip Stanic, also known as Joseph Stanic, a native and citizen of Yugoslavia. 
was born on September 22, 1894. He resided in Yugoslavia prior to his entry 
into the United States at New York on September 10, 1952, when he was admitted 
as a visitor until March 9, 1953. He did not submit any application for extension 
of stay. At the present time he is residing at 74% Boroline Street, New Castle, Pa 
He is married, his family residing in Zagreb, Yugoslavia. Two of his sisters 
reside in the United States. He is a carpenter by trade and stated he has not 
been employed in the United States. 

The alien is also the beneficiary of 8. 1712, introduced in the Ist session of the 
83d Congress. 


Mr. Graham, the author of this bill, testified before a subcommittee 
of the Committee on the Judiciary and recommended the enactment 
of his measure, submitting the following letters and documents in its 


support: 
THEODORE GUNNETT, 
LATHING AND PLASTERING CONTRACTOR, 
New Castle, Pa., March 11, 1954. 

Re Josip Stanic, H. R. 4701. 

Hon. Louis E. Grawam, 

United States House of Representatives, 
Washington, D. C. 


Dear Mr. Grauam: I have known Josip Stanic for the past 6 months and find 
him to be a man of outstanding character and integrity. With his high labor skill 
and desire to be a citizen of the United States, I would recommend that he be 
granted citizenship. 

I have also known his family here in the United States for a number of years and 
they are a very nice family. 

Sincerely yours, 
THEDORE GUNNETT 





Firty-THIRD JupiIcIAL District oF PENNSYLVANIA, 


New Castle, Pa., March 9, 1954. 
To Whom It May Concern: 


I have been acquainted with Mr. Joseph Stanic for the past 9 months. He 
impresses me as being a highly capable individual, ambitious and industrious 
He is completely self-supporting, working now as a cabinetmaker and has advanced 
himself rapidly since coming to the United States. 

I am well acquainted with his nephew by marriage, who, in addition to having 
a splendid military service record is a prosperous and respected individual in this 
community. 

I feel that Mr. Stanic would become a good and useful citizen if given the privi- 
lege of citizenship. 

Joun G. LAMOREE. 





OrFricE OF CoMMISSIONERS OF LAWRENCE Covunry, 
New Castle, Pa., March 11, 1954 
In re Josip Stanic, H. R. 4701. 
Hon. Lovis E. Granam, 
United States House of Representatives, 
Washington, D. C. 

Dear Mr. Granam: [ have known Josip Stanic for the past 18 months that 
he has been in this country and I would urge the passing of House bill No. H. R. 
4701, granting him citizenship in the United States, as with his very highly 
desirable skill he would be an asset to the United States. He is a highly skilled 
pattern and cabinetmaker, so much so, that he taught ship designing in Yugoslavia. 

He is a man of outstanding character and integrity, and in my opinion would 
make a fine, outstanding citizen. 

Sincerely yours, 


ArsEN F. ARMOND 
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JOSIP STANIC 


MEMORANDUM 


We have verified from the Quota Control Office of the Department of State that 
Mr. Stanic would be chargeable to the quota of Yugoslavia. 

This quota is quite oversubscribed and at present only first, second, and third 
preference numbers are available thereunder. 
" Mr. Stanic could be eligible for a fourth preference (oversubscribed) classifica- 
tion upon the approval of appropriate petition filed in his behalf by one of his 
United States citizen sisters. Since actual allocation of the quota number is 
determined by the chronological registration on a consular waiting list, Mr. 
Stanic may need to anticipate delay even with a fourth preference status. 

The attached memorandum indicates that Mr. Stanic is a skilled woodworker. 
He is 59 years of age but this presumably should not disqualify him from estab- 
lishing eligibility as a ‘‘skilled specialist”? whose services are urgently needed. 


CasE Htstory—Josrp STANIC 


I, Josip Stanic, was born in the village or Jusici Matulje, Fiume (Rijeka), 
Austria, on September 22, 1894. 

I attended public schocl until the age of 12, then was enrolled in professional 
or preparatory school (blueprint, drafting, mathematics, and nomenclature of 
tools used in the art of woodwork), for 2 vears. 

From the age of 14 until 17, I served apprenticeship and became well versed 
in every phase of woodcraft until the 20th year. 

This was interrupted by service, 4 years in the Austrian Army. 

Upon return to civilian life, I resumed work in line with my training in wood- 
working in many different factories and became a master craftsman. 

{t age 30 until 56, I established a shop of my own and became instructor. 

I have always held great esteem for the United States and a lifelong desire to 
make my home there, where long since, 2 brothers and 4 sisters have established 
theirs. (The eldest, Mrs. Emilia Sepic, now 72, has resided in the United States 
for 52 years. Her health is precarious and to remain here would mean that I 
could visit her and be at her side more often.) 

However, I did not have their good fortune. At first the Austrians did not 
give me approval for emigrating to the United States. After that, the territory, 
Venezia Guilia, where I was born was occupied by Italy and again my chances 
for coming to the United States were lost. 

Many years later, and only recently did the opportunity arise to come to the 
United States. 

With great difficulty, I obtained a 1-year passport from Yugoslavia. In order 
that I would not lose this opportunity to come here, I accapted a visitor’s visa, 
otherwise & waiting period of possibly 2 or 3 years would have resulted. 

The poor health of my sister climaxed my decision to come to the United 
States as soon as possible. 

My greatest desire is to remain in the United States, to sarve, to the utmost 
in the capacity of my skill along with millions of other Americans in a free and 
satisfying way of life; also, to be with my sisters and their families for as long as 
we live. 

Since September 10, 1952, I have resided with my sister, Mrs. Victoria Jordana, 
7% Boroline Street, New Castle, Pa. She, and a daughter and son who also reside 
with her, provide for my needs. Their home is a six-room dwelling, there is ample 
space and living space is guaranteed me indefinitely. 

With approval for residency in the United States, I would seek to have my wife 
join me and establish a home of our own. 

Josip STANIC. 
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Blood relatives of Josip Stanic in the United States 


(The names in italic are nephews who served in U. 8. Army or Navy. All but one are veterans ol 
World War II 


Family Nieces Nephews 
Mrs. Emilia Sepic Sauvi Merko. 
Mary Ralph (Penn State, RoT¢ 
1935). . 
Pauline Paul. 
Vera Leon. 
Mrs. Ludwig Bobic. . Albina -_- William. 
Emma Edward. 
Florence Emery. 
Marion 
Mrs, Victoria Jordana. -. Emms.. Rudy. 
Mary... Frank 
Joe 
Mrs. Helen Bernhard Agnes... Floyd 
Dorothy Theodore. 
Laura. 
Mr. Ernest Stanic (brother, deceased) Amelia Ernest. 
Mr. Jovakin Stanic (brother, deceased) - Mary Milton 
Dona Stanley. 
Joe. 
Carl. 
Mrs. Ida Beales... . ; Jake 


NotE.— Data compiled by Rudy Jordana. 


Total living blood relatives of Josip Stanic in United States number 82. 

Of the 7 brothers and sisters who came to reside in the United States and 
became citizens, 4 sisters are living and range from 28 to 53 years of residence in 
the United States. 

There are 15 nieces and 19 nephews, or totaling 34. In addition there are 47 
grandnieces and nephews. 

Of the 19 nephews, 16 served with United States Armed Forces in World War II. 

The following is a list of brothers and sisters of Josip Stanic and the year they 
came to the United States: 


Mr. Ernest Stanic__....--- . 1899| Mrs. Ida Beales_._.....-.-- .. 1 
Mrs. Emilia Sepic___-_-.---- 1901 | Mrs. Victoria Jordana _ - - - - é 1913 
Mr. Jovakin Stanic_.._..._-- 1902} Mrs. Helen Bernhard__.__.--._ 1926 
Mrs. Ludwig Bobie siuieduapeebGbt f 


Upon consideration of all the facts in this case, the committee is 
of the opinion that H. R. 4701 should be enacted and accordingly 
recommends that the bill do pass. 
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Marcu 24, 1954.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 


Mr. Merrow, from the Committee on Foreign Affairs, submitted the 
following 


REPORT 


[To accompany §&. J. Res. 12] 


The Committee on Foreign Affairs, to whom was referred the joint 
resolution (S. J. Res. 12) to request the International Joint Commis- 
sion on United States-Canadian boundary waters to make a survey of 
the proposed Passamaquoddy tidal power project, and for other 
purposes, having considered the same, report favorably thereon with 
an amendment and recommend that the joint resolution, as amended, 
do pass. 

The amendment is as follows: 

On page 3, after line 6, add the following section: 


Sec. 6. Nothing in this joint resolution or the survey authorized herein shall 
in any way commit the Congress or the Government of the United States as to 
future action on construction of any such project. 


I. COMMITTEE ACTION 


On January 9, 1953, identical measures, House Joint Resolutions 
112, 113, and 114, to authorize and direct the International Joint 
Commission on United States-Canadian boundary waters to make a 
survey of the proposed Passamaquoddy tidal power project, and for 
other purposes, were introduced by the Honorable Clifford G. 
McIntire, the Honorable Charles P. Nelson, and the Honorable 
Robert Hale, respectively. These measures were referred to the full 
committee on January 9, 1953, and in turn referred by the chairman 
to a special ad hoc subcommittee consisting of the Honorable Chester 
KE. Merrow, New Hampshire, chairman; Hon. Frances P. Bolton, Ohio; 
Hon. Karl M. LeCompte, Iowa; Hon. Laurie C. Battle, Alabama; and 
Hon. Brooks Hays, Arkansas. 

1 
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The subcommittee held hearings on these measures on July 14 and 
22, 1953, during the course of which the entire Maine congressiong| 
delegation testified in favor of the measures—Senator Margaret Chase 
Smith, Senator Frederick G. Payne; and Representatives Robert 
Hale, Charles P. Nelson, and Clifford G. MelIntire. Subsequently. 
Senate Joint Resolution 12 (introduced jointly by Senators Margaret 
Chase Smith and Frederick G. Payne, of Maine), substantially 
identical with the House measures, passed the Senate unanimously 
on February 10, 1954. As stated in the report of the Senate Com- 
mittee on Foreign Relations, the hearings held before the special 
ad hoc subcommittee of the House Foreign Affairs Committee were 
used as the basis of the Senate committee’s favorable report. 

The subcommittee met on February 26, 1954, in executive session 
and voted to report Senate Joint Resolution 12 favorably to the full 
committee. 

The full committee, in executive session on March 23, 1954, ordered 
the measure, with one amendment, favorably reported. 


Il. BACKGROUND 


Passamaquoddy Bay lies on both sides of the United States- 
Canadian boundary between the State of Maine and the Province 
of New Brunswick. It is an arm of the Bay of Fundy, which has 
the greatest tidal ranges in the world, amounting to more than 50 
feet. In Passamaquoddy Bay itself, tides average 18 feet. 

The Passamaquoddy project is designed to use the rise and fall of 
the tides of the Bay of Fundy for generating electricity. The Bay of 
Fundy, the great body of water of which both Passamaquoddy and 
Cobscook Bays are a part, forms a broad ribbon of water that sepa- 
rates the coastline of Maine from that of Nova Scotia. The inter- 
national plans for Passamaquoddy involve two-pool tidal power 
projects, utilizing both Passamaquoddy and Cobscook Bays. The 
low pool will be located in Cobscook Bay, entirely on the American 
side, and is about 27 square miles in area. The high-level pool 
includes Passamaquoddy Bay and is about 100 square miles in area. 
About 75 percent of the high-level pool, the actual storage area, is 
on the Canadian side. 

The possibility of using these tides in Passamaquoddy Bay for the 
generation of hydroelectric power was first suggested Dexter P. 
Cooper, a Maine engineer, in 1919. Various preliminary studies were 
made during the 1920’s, and in 1929 a plan was evolved for a project 
entirely on the American side of the boundary. <A study by the 
Army engineers found the plan feasible from an engineering point of 
view, and in 1935 actual construction was started under the Federal 
Emergency Relief Appropriation Act. This work was suspended in 
1936 when Congress failed to appropriate additional funds. 

In 1941, the Federal Power Commission reported adversely on the 
All-American project, but pointed out that— 

As high-grade fuel prices increase concurrently with expanding power markets 
to the Northeastern States and contiguous Canadian territory, the development 


of tidal power will at some time in the future, become economically feasible and 
desirable. 
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The fact that the development and utilization of tidal power is contraindicated 
at this time should not preclude thorough exploration of the possibilities of a large 
international tidal-power project at Passamaquoddy by the Governments of the 
United States and Canada, 

It was on the basis of the Federal Power Commission’s report that 
action was taken subsequently to reestablish the Passamaquoddy Bay 
project on an international basis. 

Subsequent studies by the Army engineers and the International 
Joint Commission led to a report in 1950 estimating the cost of this 
“thorough exploration” of the international project at $3,900,000—an 
estimate which was reduced to $3 million by the Army engineers in 
its report of May 1952 because of the development of electronic equip- 
ment which will reduce the cost of foundation explorations. 


III. PURPOSE AND OBJECTIVES 


The proposal involved is to use the tides in Passamaquoddy Bay for 
the generation of hydroelectric power. It has already been deter- 
mined that the project is feasible from an engineering point of view. 
The purpose of this joint resolution is to determine: (1) The cost of 
construction, (2) whether or not such cost would allow hydroelectric 
power to be produced at a price that is economically feasible, and (3) 
what contribution the project would make to the national economy 
and the national defense. 

The survey, under the direction of the International Joint Commis- 
sion, would be made under the Army Engineers. It is felt that be- 
cause of the international aspects and nature of the work, the survey 
should be carried out under the supervision of a governmental agency. 
The Corps of Engineers is particularly qualified to undertake the 
survey because of the experience it has had and the work it has done 
for the International Joint Commission. Assurance has been given 
that if the Corps of Engineers were authorized to undertake the sur- 
vey, consideration would be given to accomplishment by private 
engineering firms of all or any portions of the work which could be 
accomplished in that manner at a savings to the Government. 

While the survey is to be an independent one, it is understood that 
full use will be made of prior surveys, particularly the reports described 
in section 2 of the resolution: (1) The report which the International 
Passamaquoddy Engineering Board, set up by the Commission, made 
to the Commission in March 1950, which was endorsed by the Com- 
mission on October 20, 1950, and (2) the supplemental report dated 
May 1952, prepared by the Corps of Engineers of the United States 
Army, giving an estimate of the cost of the comprehensive investiga- 
tion of the project. To make use of such reports is not only sound 
from an engineering point of view, but also it is in the interest of the 
utmost economy, which it is hoped will be achieved. Approval of this 
measure is based on these principles. That is the objective of the 
phrase “shall be consistent with”’ in section 2. 

To conduct the survey, which is expected to take 2 years, there is 
authorized to be appropriated not to exceed $3 million, and any sum 
appropriated pursuant to the authorization shall be included in any 
determination of the proportionate share of the cost of construction 
of the Passamaquoddy tidal-power project to be borne by the United 
States, should construction be authorized in the future. 
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It is emphasized that the all-American project which was actually 
undertaken early in 1930, but which was halted for lack of funds, js 
an entirely different project from the one covered by this resolution 
The survey authorized by Senate Joint Resolution 12 deals with ap 
international project in cooperation with Canada. It is further 
emphasized that, as brought out in the hearings before the ad ho 
subcommittee, the survey authorized by this bill is to be a fing 
survey on the questions to be determined by such survey. 

It is pointed out that the resolution has nothing to do with actual 
construction. The very purpose of the resolution is to determine 
whether or not construction would be feasible and in the interest of 
national economy and national defense. Approval in no way commits 
the Congress as to its future action with respect to construction of the 
project. So as to leave no question on this point, the committe 
adopted the amendment referred to above. 

It is expected that the survey will make a significant contribution 
to knowledge of the potentialities of the power resources of northern 
New England and southeastern Canada, and will supply information 
on which to base plans for future economic development in those 
areas. The continuing power shortage in New England makes it 
particularly important to explore ways and means of increasing 
generating capacity. 

Tidal power possesses certain distinct advantages over other 
sources of power, the water supply being thoroughly dependable and 
always definitely predictable. Too, unaffected by droughts, floods, 
orice jams, the Passamaquoddy tides now provide the most dependable 
and most permanent known source of power. 

The project area required for the Passamaquoddy tidal project 
belongs to the ocean. Maximum tide stages in the upper pool would 
be no greater than at present, so there would be no resultant damage 


to shorelands or improvements. Nor would there be any appreciable 


damage to lands or improvements bordering the lower pool. 
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IV. ESTIMATED COST OF FINAL SURVEY 


I International Passamaquoddy tidal power project—Estimate of cost 
rehensive investigation (submitted by the Corps of Engineers, U 


May 1952) 


¥ 


Army, 


ninary investigations 
Review of previous studies 
Assembly of useful information 
Reconnaissance surveys 
Public hearings 4 


Total, item 1 


lr Vs 
Aerial surveys and maps 
(1) Tidal pool areas 
(2) Auxiliary power projects 


(3) Design of structures 
Subtotal, aerial surveys 


lopographic surveys and maps 
(1) Tidal structures 
(2) Auxiliary power projects 


Subtotal, topographic surveys 000 


(c) Geologic surveys 
(1) Tidal project area 5, 000 
(2) Auxiliary power project-.--. 000 


Subtotal, geologic survey. 5. 000 
Total, item 2.. 


phic investigations 

Fathometric explorations of tidal pools 

Underwater velocities at tidal structures 

Prediction of tides 

Effect of wind, waves, and barometric pressures on 
water surface elevations in the ject 

e) Stream gaging for auxiliary power projects 


Total, item 3 0) 182, 000 
nvestigation of effects of tidal power project ; 0, 000 
I pro) | 1 


. Foundation explorations: 
1) Tidal project 
Auxiliary power projects 


Total, item 5 23 ) 623, 000 


. Materials and laboratory investigations 
(a) Tests and analyses: | | 

(1) Foundation samples 3, 000 
(2) Overburden under deep-water tidal dams_-} 000 
(3) Concrete aggregates ‘ 7,000 
(4) Fill material for dams. -- , 000 
(5) Effect of sea water, moisture, and waves on 

structures and equipment 7, OOF 


Subtotal, tests and analyses j 7,00 


(6) Model tests: 
(1) Filling and emptying structures 
(2) Effect of water velocities 
(3) Effect of high waves on slope material 
(4) Navigation locks 
(5) Rock-fill dams 


Subtotal, model tests 
7. Hydraulic and power studies: 
(a) Aerial surveys and maps 
(6) Studies: 
(1) Tidal project : a 100, 000 |... 
(2) Auxiliary power projects 94, 000 


Total, item 7 194, 000 


' Included in 2 (a). 
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TABLE I. International Passamaquoddy tidal power project—Estimate of cost of 
comprehensive investigation (submitted by the Corps of Engineers, U. S. Army 
in May 1952)—Continued 


Estimates 
Item by United 
States 


Estimates Total est 
by Canada mated 








8. Design of project structures: 
(a) Aerial surveys and maps. -.....................-.. 
(6) Topographic surveys and maps sell 
OR —=D eee eee 
ey oe, ns ok. i ceenaecnonndwoemien 
(1) Tidal project: | 
(a) Dams nit edcetina tintin nmeenirwe SID Itpetecusiecine 
(b) Filling and emptying | structures a Se, Wee lecdeaeumencsds 
(c) Navigation locks , Cre PGE latsvonesintese 
(d) Powerhouse. .. a 113, 000 |... . 
(e) Relocations...... ‘ nhl og Ree Cee 
2) Auxiliary power projects: 
(a) Dams 
(b) Powerhouse - - o 
(c) Relocations.........-.. — 
Total, item 8.. oc saeea ED De eee Nan $479, OV 
9. Construction plant and facilities ‘ ae RADE CAGED Bikdsaseccncace "i 
i0. Lands and rights 0 <n nie iiin ranch aetenenge tlio 0, 000 |... — X 
11. Power market for project out put. ‘ 42, 000 $20, 000 62, OM 
12, Transmission system to power markets eve 15, 000 6, 000 
13. Cost estimates a avs ai wait $0) GUD Lanpennns . ' 
14. Alternate sources of power supply owes ‘: ‘ 12, 000 30, 000 $2, 00 
15. Preparation of report : Gide 98,000 |..... A oval 8, OM 
16. Consulting service nalblepniiucesiaetnigeninetipe = ‘ a 7 84, 000 oe 84, 00 
Total estimated cost —_— coal inlallites - 2, 634, 000 66, 000 # 2, 700, 00 


' Included in 2 (a). 

“Included in 2 (6) 

§ Included in 2 (c). 

4To the amount of $2,700,000 should be added $300,000, which is the estimated cost of a survey of tt 
impact on the fishing industry that is associated with the area, making a total of $3,000,000. 


Taste II.—IJnternational Passamaquoddy tidal power project—Summary 
estimate of cost of ae investigation (submitted by the Corps of Engi- 
neers, U.S. Army, i 1 May 1952) 


Estimates | estimates 

















Item pe Dames by Canada Total 

— — — . ————qj—q——_— i‘ 
1. Preliminary investigations. ..........-... eileen . $50, 000 | 0 $50, 00K 
2. Field surveys ‘ saimliteninemaia ies a 328, 000 | 0 328, (0 
3. Hydrographic investigations 182, 000 0 | 182, OO 
4. Investigation of effects of tidal power projects_ 0 | $10, 000 x 
5. Foundation explorations scknKcacuicinéniebes 623, 000 | 0 | 623, 00 
6. Materials and labors story investigs ations bavateae 362, 000 | 0 | 6:2, OM 
7. Hydraulic and power I % 194, 000 | 0 194, 0M 
8. Design of project structures ates 479, 000 | 0 479, 00 
9. Construction plant and facilities 40, 000 | 0 40, OO 
10. Lands and rights-of-way ‘si a a eee 50, 000 | 0 50), OO 
11. Power market for project output. ventandntweinte | 42, 000 | 20, 000 62, 0M 
12. Transmission system to power markets............-.. akin 15, 000 | 6, 000 21, OM 
13. Cost estimates | 75, 000 0 75, OO 
14. Alternate sources of ‘power supply 12, 000 | 30, 000 | 42, 00 
| ee * 98. 000 | 0 98, 00 
PR BUGIS IN FINO oc ccccnccsncccsnconensecsoncscccssssean 84, 000 000 | 0 84, 00 

Total estimated Cont... 6ccnctnnccccseweccsonecescossece 2, 634, 000 66,000 | ! 2,700,000 








¥ 1 To the amount of $2,700,000 should be added $300,000, which is the estimated cost of a survey of the 
impact on the fishing industry that is associated with the area, making a total of $3,000,000. 
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HOSPITALIZATION IN THE PHILIPPINES 


srcH 24, 1954.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 


\frs. Rogers of Massachusetts, from the Committee on Veterans’ 
Affairs, submitted the following 


REPORT 
[To accompany H. R. 8044] 


The Committee on Veterans’ Affairs, to whom was referred the bill 
H. R. 8044) to extend the authorization for the hospitalization of 


certain veterans in the Philippines, having considered the same, report 
favorably thereon with an amendment and recommend that the bill 
do pass. 

The amendments are as follows: 

On line 5, strike out ‘‘eight’’ and insert ‘“‘ten’”’ 


EXPLANATION OF THE BILL 


This bill extends for 5 additional years the authority for the Ameri- 
can Government to bear a portion of the expense incident to hospitali- 
zation to reimburse the Republic of the Philippines for money expended 
for hospitalization for veterans who fought in behalf of the United 
States during World War II. It does not, in any way, increase the 
total of such grant which is set at $3,285,000 for any fiscal ye: 

Public Law 865 of the 80th C ohgress was passed to assist the Re- 
public of the Philippines in providing medical a for veterans who 
served in the organized military forces of the Government of the 
Commonwealth of the Philippines while such forces were in the serv- 
ice of the Armed Forces of the United States pursuant to the military 
order of the President of the United States dated July 26, 1941. In- 
cluded among such veterans would be those with service among the 
guerrilla forces serving under commanders appointed, designated, or 
subsequently recognized by the commander-in-chief of the southwest 
Pacific area or other competent authority of the Army of the United 
States. In all cases a discharge or release from such service under 
conditions other than dishonorable would be required. 


42006 
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A grant of $22,500,000 for the construction and equipping of 
hospital was authorized and a hospital is now in the process of being 
constructed. : 

Section 4 of Public Law 865 which the subject bill seeks to amend. 
authorized annual grants not to exceed $3,285,000 for expenses inci- 
dent to such hospitalization. If this bill is enacted into law the 
maximum amount accruing as cost will be these outlays for hospital. 
ization at the annual figure indicated above. 

The reports of the Administrator of Veterans’ Affairs and the 
Department of State follow: 


VETERANS’ ADMINISTRATION, 
Washington 25, D. C., March 23, 195 
Hon. Epira Nourse RoaGeErs, 
Chairman, Committee on Veterans’ Affairs, 
House of Representatives, Washington 25, D. C. 

Dear Mrs. Rocers: This will refer to your request for a report by the \ 
erans’ Administration with respect to H. R. 8044, 83d Congress, a bill to exter 
the authorization for funds for the hospitalization of certain veterans in thy 
Philippines, which would, if enacted, extend for a period of 3 years the authority 
to assist by grants-in-aid the Republic of the Philippines in providing medical care 
and treatment for veterans of the Philippine Commonwealth Army who are ir 
need of hospitalization for disabilities connected with service rendered as a men 
ber of such army while it was in the service of our Armed Forces pursuant to the 
military order of the President of the United States, dated July 26, 1941. This 
extension would be accomplished by a direct amendment of Public Law 865, 
SOth Congress. 

Public Law 865, 80th Congress, authorized grants to the Republic of the P 
ippines, not to exceed $22,500,000, to construct and equip hospitals in the Philip- 
pines to be used exclusively for such medical care; and, for 5 years, grants not to 
exceed $3,285,000 for any fiscal vear for expenses incident to such medical car 
and treatment in either the hospitals thus authorized to be constructed or in other 
hospitals in the Philippines. The limitation upon the length of time during 
wnich grants for expenses incident to hospitalization may be made was imposed 
by Public Law 865, viz, ‘‘for a period not to exceed five years”, but that law did 
not specify the beginning date of the period. Hence, it was necessary that this 
period be fixed, and on June 7, 1949, there was executed the “agreement between 
the Government of the Republic of the Philippines and the Government of thy 
United States of America on the construction and equipping of hospitals for 
veterans and the provision of medical care and treatment of veterans by the 
Government of the Philippines, and the furnishing of grants-in-aid thereof by the 
Government of the United States of America.’’ Pursuant to the provisions o 
article 24 of this agreement, the 5-year period during which the grants-in-aid are 
to be made was fixed as January 1, 1950, through December 31, 1954, which is a 
period of 5 calendar years. Hence, the authority for making grants-in-aid under 
Public Law 865 will evpive on December 31, 1954, and the instant bill would ex- 
tend this date through December 31, 1957. 

It will be recalled that H. R. 4073, 80th Congress, introduced by you, proposed 
a comprehensive system of benefits for veterans of the Philippine Commonweelt! 
Army who served pursuant to the mentioned military order 2s recommended | 
the President to the Congress in his message of July 1, 1947. In such mess 
the President made reference to the fact that the reeommended program w 
developed after extended studies by an interdepartments! committee which li 
had ests,blished to review the problem of proper veterans’ benefits for this grou 
Thet part of those proposals which later were enacted 2s Public Law 865 s.ppear 
as title IIT of H. R. 4073. Subsequent to the introduction of the bill, hes.rings were 
held before the Committee on Veterans’ Affeirs, during the course of which repre- 
sentetions were made to the committee by the United States Ambasss.dor to the 
Philippines as to the special need for the hospitslization and medical-ce.re progran 

As a consequence, the bill was reported with an amendment which restrict: 
the benefits to such purposes and was identics] to the finally enacted measure s 
for the fact thet the House proposal did not include a time limitetion upon the 
authority for grants-in-aid. This one difference between H. R. 4973, as reported 
to the House of Representatives and passed by that body, and S. 2861, 80th Con- 
gress, as passed by the Senate and enacted into law, came as the result of the 
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of an amendment proposed by the Senate Committee on Labor and 
lic Welfare. The report of that committee (8S. Rept. 1703, 80th Cong.), 
ot contain an explanation of this action. However, the late Senator Taft, 
, presented the committee report to the Senate, stated in response to an 
\irv in the course of the debate preceding passage of the bill: 
‘hat is correct. It was thought that by the end of 5 years we might make 
arrangement with the Philippine Government to have them take over the 
31 ls in some general settlement. For the time being, the hospitals will be 
ited et a cost of $3 million and $22,500,000 is for the construction of 3 or 4 
ospitals’’ (Congressional Record of June 18, 1948, vol. 94, pt. 7, p. 8729). 
[he reports of both the House and Senate committees relating to this measure 
nize the fact that since the veterans for whom this benefit was intended 
sht during World War II as a part of the Armed Forces of the United States 
irsuant to the order of the President, this Government owed an obligation to 
rovide hospital care. However, since it is also true that these veterans in addi- 
to owing allegiance to the United States during the period of their service 
so owed allegiance to the Commonwealth Government, which now has become 
Republic of the Philippines, the present Philippine Government also has a re- 
-ponsibility for the care of these veterans. Although, as mentioned, the legislative 
story of Public Law 865 is not clear on the point, it may well be that recognition 
f the existence of responsibility in both Governments accounts, at least in part, 
rr the congressional action in restricting the United States aid to grants for 
roviding hospital care to a 5-year period with a view to a “general settlement” 
the end of such time after which the Philippine Government would assume this 
ith The exact nature of the settlement which the Congress contemplated is 
it spelled out. 
It thus appears that it was anticipated that for at least part of the 5-year period 
e grants-in-aid for hospitalization would be available for the maintenance of the 
w hospital which was to be constructed. However, due principally to delays 
ierent in Government-to-Government negotiations which were necessary in this 
we, and the necessity for a revision of plans and for rebidding the project after 
uiverse congressional action upon a request for a supplemental appropriation 
ecessary to construct the hospital originally planned, the hospital is not scheduled 
for completion until sometime in 1955 which would be subsequent to the expiration 
f the 5-year period during which the grants-in-aid are presently authorized 
In the absence of an extension of this program, the Philippine Government will 
‘faced at that time with the necessity for the full maintenance and operation 
' this 672-bed hospital, if hospitalization is to be continued for the veterans 
neerned. Although the Philippine economy generally is thought to be improv- 
ng, there seems to be little doubt that the Philippine Government is unable to 
rovide the cost of maintenance and operation at this time at a level consistent 
ith the type of hospital facilities which will become available. 
\lthough made effective as of January 1, 1950, the grants-in-aid program was 
omparatively slow in developing. This was reportedly due, in large part, to 
nadequate media of communication and poor transportation facilities. The delay 
vas somewhat aggravated by the fact that applications for treatment must be 
processed through both the Philippine Government and the Veterans’ Admin- 
stration and the further fact that certain problems relating to service certification, 
nd other required evidence, are peculiar to the Philippines; all of which tend to 
lengthen the adjudication process over the normal span. The following table of 
expenditures under the grants-in-aid program will show the slow start and the 
gain in momentum: 


Hospitalization expenses 
Fiscal years: 
1950___ ‘ ~~ Vass ; ae $30, 833. 20 
i) s 9 ‘ ; 352, 094. 52 
East eecinis , : nee 1, 099, 822. 28 
Lelie tansy : ; ta 2, 164, 932. 90 


There is enclosed, as an attachment to this report an analysis of the patient load 
and related details under this program. 

The foregoing review of the legislative and administrative history of Public 
Law 865 points up the difficulty of apportioning, between the two Governments, 
the admitted obligation of assisting these veterans who served concurrently in 
the Armed Forces of both the United States and the Philippines. It must be 
remembered that these Philippine Commonwealth veterans represent the only 
group of veterans permanently residing outside of the United States for whom 
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provision is made for hospital and medical care. The existence in the Philip; 
of considerable numbers of veterans of the Armed Forces, who are citiz f 
the United States, as well as former members of the Philippine Scouts tends t» 
emphasize the situation. It seems clear that the burden of discharging this 
obligation should not rest indefinitely upon the United States; however, a decisio; 
as to the proper time and method of effecting the transition to the Republic of 
the Philippines, if the veterans are to receive the intended benefit, has no 


assy 
answer. 
Under all of these circumstances, a limited extension of the program of financig 
assistance to the Philippine Government for this purpose may be justified 


R. 8044, 83d Congress, proposes to extend the program for 3 years (or thro 
December 31, 1957) at the present authorized rate of $3,285,000 maximu 
expenditures during any | fiscal year, a potential total expenditure of $9,855,000 
The question is immediately raised as to whether the Philippine Governny 
would feel itself in a position to assume the full operation of the new hospit; 
starting January 1, 1958, should this extension be granted. In fact, the Vetera 
\dministration has been made cognizant of the representations of that Gov 
ment made through its chargé d’affaires ad interim that a 5- or 7-year extens 
would be needed before they would be willing to dispense with United Stat 
aid. Your committee, therefore, might wish to consider adopting the princi 
of progressively reduced grants, in order to make it clear that the Philip) 
Government would be expected to gradually assume full responsibility. 5! 
this approach be adopted, it would seem proper to authorize a 5-year exten 
rather than a 3-year, but limiting the total expenditures to approximately 
same Maximum amount which would become available should H. R. 8044, 83d 
Congress, be enacted. The following schedule (using round figures) might 
satisfactory for this purpose: 


1955... - ae Sp $3, 000, 000 
1956 = 2. 500. 000 
1957 te : 2 000. 000 
195s... .. x : 1, 500, 000 
1959. _.- : 1, 000, 000 
Total _ _- : ; 10, 000, 000 

Since the Veterans’ Administration is authorized to retain a regional offic 


Manila, the Philippines, until June 30, 1960 (Publie Law 181, 83d Cong.), ther 
appears to be no known administrative obstacle to the administration of this 
program for the proposed additional period. 

As mentioned, the maximum expenditures which would be attributable to the 
enactment of H. R. 8044, 83d Congress, would be $9,855,000. A more pré 
estimate is difficult at this time. In general, however, since the hospitalization 
of veterans in contract institutions at the present time is costing in the neighbor- 
hood of $2 million per year, and since hospitalization in the new hospital wit! 
its far better facilities of necessity will be somewhat more expensive, it is believed 
that the proposed legislation will result in costs approaching that of the maximum 
figure indicated above. 

Advice has been received from the Bureau of the Budget that there would be 
no objection to the submission of this report to your committee. 

Sincerely yours, 
H. V. Hiauey 


(For the Administrator 


ATTACHMENT TO RErorntT OF ADMINISTRATOR OF VETERANS’ AFFAIRS ON H. R 
8044, 8838p CONGRESS 


Pursuant to the mentioned agreement between the Governments of the United 
States of America and the Republic of the Philippines signed June 7, 1949, the 
effective date for grants-in-aid program of Public Law 865, 80th Congress, was set 
as January 1, 1950. Public Law 266, 81st Congress, made the sum of $3,285,000 
available for this purpose during the fiscal year 1950. 

As the hospital-construction program contemplated by the act was then only 
in the discussion stage, medical care was of necessity available only in existing 
public and private hospitals in the Philippines. Hence, the Philippine Veterans 
Board under the Secretary of National Defense, the responsible officer for the 
Philippine Government, entered into contracts with some 50 private and public 
hospitals to furnish medical care to eligible veterans. Although the Philippine 
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rnment publicized the availability of medical care in local papers and over 
radio, response was slow. By June 20, 1950, 6 months after the start of the 
cram, only 80 veterans had been admitted to hospitals from which 10 had 
he discharged as having received maximum hospital benefits. The maximum 
mber hospitalized at any one time since the inception of the program was 939 
in October 1952. Since that time there has been a leveling off with the number 
remaining at about 700 veteran patients. As of the end of January 1954, the 
act figure was 686 patients. A breakdown of the disabilities together with the 
«th of time these patients have been hospitalized is as follows (TB, tubercular; 
NP, neuropsychiatric; GM, general medical 


| | 
bility percentage | TB | NP | GM | Total Disability percentage 7, > | GM | Total 


0 0 1 70 

1 0; 43 80 

0 0 56 90 

gi 3 70 “ 100 

0 0 5 

22 1 2 Total 


0 0 


yf hospitalization| TB y iM | Tota Length of hospitalization| TB » | GM | Total 


3 months-. , 24 | 18 to 24 months ‘ } 17 
onths 57 | 
months | 80 

18 months ma 2: é Total “ -.-.| 332 | 5 339 


Over 24 months 22 


It will be noted that approximately 50 percent of the patients hospitalized are 


ibercular. This is a reflection of the high incidence of TB in the Philippines 
is the fact that many of these veterans suffered from malnutrition, inadequate 
hing, and shelter during the period of the Japanese occupation. 

it the present time hospitalization is being furnished by some 20 private and 

Government hospitals, most of which have contracts with the Philippine 
Veterans Board. ‘These contracts provide for the hospitals to furnish all required 
medicines, food, lodging, etc., at a flat per diem rate. These rates vary from 
$10 to $16.50 per day depending on the type of patients, medical facilities avail- 
able, and other factors. It is difficult to predict the hospital load which may be 
anticipated over the next few years. There are now about 6,500 Philippine Army 
and guerrilla veterans potentially eligible for hospitalization under the act on 
the basis of their having service-connected disabilities of record in the Veterans’ 
Administration. Some 300 new claims per month are now being received from 
veterans in the Philippines of which some 30 to 40 are determined eligible for 
hospitalization benefits under the act. Also for consideration is the fact that 
TB patients for the most part require extended periods of hospitalization before 
they may be separated as having reached maximum hospital benefits. There is 
little indication that the number hospitalized will fall below 700 patients during 
the next few years, and possibly may go higher. 


—_—_— 


DEPARTMENT OF STATE, 
Washington, March 24, 1954. 
Hon. Eptrna Nourse RoceErs, 
Chairman, Committee on Veterans’ Affairs, 
House of Re presentatives. 


My Dear Mrs. Rogers: I refer to your letter of February 26, 1954, transmit- 
ting for the comment of the Department of State a copy of H. R. 8044, to extend 
the authorization of funds for the hospitalization ef certain veterans in the Philip- 
pines, and my interim reply of March 1. 

The Department of State recommends that this legislation be adopted with the 
modifications indicated below. The Congress of the United States at the time 
Public Law 865 was enacted appears to have taken the position that the United 
States should accept the responsibility for the care of Philippine veterans suffering 
disabilities connected with service in the military forces of the Commonwealth of 
the Philippines while under United States command. Existing legislation also 
provides for assumption by this Government of other types of obligation with 
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respect to Philippine veterans, some of whom are receiving lifetime disabilit 
ments from the United States Government. It appears that our responsi! 
these matters is clear. 

The Philippine Government in notes dated January 20 and January 28, 195; 


copies of which are enclosed, requested that the program of assistance pro\ 
medical care for Philippine veterans under Public Law 865 be extended 


pa 


December 31, 1961. Copies of these notes have been sent to the United State: 


Veterans’ Administration. 

As of December 31, 1953, the Veterans’ Administration advises th: 
Philippine veterans had been determined to he eligible for hospital treatme; 
under authority of Publie Law 865. Of this number 1,677 had received or 
receiving hospital treatment and approximately 4,900 were awaiting treatme; 
Additional new applications were being received at a rate of about 300 per moni 
and of these, on the average, 40 percent ultimately are determined to be eligib\ 
Based on the experience with the patients hospitalized to date, it is estimat, 
that it would take between 4 and 5 vears to complete the program of a 
the Republic of the Philippines in hospitalizing veterans to the extent co 
plated by Congress in enacting Public Law 865. 

It is noted that H. R. 8044 provides for a 3-year extension of United § 
grant for expenses incident to hospitalization. The Veterans’ Administrati 
authorized under existing legislation to continue its operations in the Philip 
until June 30, 1960. The Department of State believes that a 5-year exte: 
of the benefits provided by section 4 of Public Law 865 to coincide wit! 
presently authorized life of the Manila office of the Veterans’ Administra 
desirable. I am informed that the Veterans’ Administration will furnish 
information as to the cost of extending section 4 of Public Law 865. 

There is enclosed for your information a copy of 2 aispatch from the Am 
Embassy in Manila on this subject. 

The Department has been advisea by the Bureau of the Budget that 
no objection to the submission of this report. 

Sincerely yours, 





Turuston B. Merron, 
Assistant Secretary 


(For the Secretary of State). 


Enelosures: 1. Copies of notes January 20 and January 28, 1954, from 
Philippine Embassy (in duplicate). 2. Copy of dispatch No. 859 from America 
Embassy, Manila, dated February 3, 1954. 


EMBASSY OF THE PHILIPPINES, 
Washington, January 20, 195 

The Chargé d’Affaires ad interim of the Philippines presents his compli! 
to His Excellency the Secretary of State and has the honor to refer to P 
Law 865 of the 80th Congress which provides medical care and treatment f 
period of 5 years to eligible Filipino veterans. 

According to the agreement between the President of the Philippines and 1 
United States Ambassador at Manila, signed in June 1949, the implementat 
of the aforementioned Public Law 865 of the SOth Congress was to begi! 
January 1, 1950. The rights and privileges accorded by the act to eligi 
Filipino veterans will, therefore, terminate on December 31, 1954. 

From the very inception, the implementation of the veterans’ hospitalizati: 
program for the Philippines has been attended by serious difficulties. T 
formulation of administrative policies and procedures and the processing 
claims which have been filed, with a view to the effective implementation of 
basic law, understandably had to take some time. It has been difficult to infor 
all Filipino veterans residing in different parts of the islands about their rig 
and privileges under the act. The census of the persons eligible under it 
been difficult to take. Eligible veterans who could be contacted were in su 


desperate financial straits that even if they were disposed to exercise their rights 


they could not do so without leaving their families unprovided for during t 
period of their hospitalization. 

Ali the foregoing difficulties account for the fact that while under section 4 
the aforementioned law, the total amount of $16,425,000 was made availabi 


defray the expenses of hospitalization for Filipino veterans, it is estimated that, a 
the current rate of expenditures, the total benefits extended would, in dollar 


fact that out of about 6,000 Filipino beneficiaries entitled to hospitalization und 
the law, only about 2,455 have been hospitalized. 


amount to only about $7,500,000 at the end of this year. It also accounts for t! 


rt 6.59 
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The liquidation of the program on December 31, 1954, will deprive many 
beneficiaries under the law of the right to avail of its benefits through no fault of 
their own. It will adversely affect the physical rehabilitation cf thousands of 
Filipino veterans. With the procedures now established and in efficient operation 

he publicity that has been given to the provisions of the act, and given time 
ist their financial problems, it is believed that many more eligible veterans 
| enjoy the benefits of the act and thus receive the blessings of the hospitali- 
program so generously established under Public Law 865 of the 80th 
gress. 
r the foregoing reason, the Chargé d’Affaires, on instructions of his Govern- 
solicits the good offices of His Excellency to the end that the appropriate 
‘ies of the United States Government may, by administrative action if 
le, grant an extension of another 5 years from the Ist of January 1955 
which eligible Filipino veterans may avail of the benefits of Public Law 
ff the 80th Congress. If an act of Congress would be necessary to effectuate 
ove purpose, the Chargé d’Affaires respectfully solicits the good offices of 
ixcellency so that such legislation may be presented and approved during the 
nt session of the Congress of the United States. 


EMBASSY OF THE PHILIPPINES, 
Washington, January 28, 1954. 
Chargé d’ Affaires ad interim of the Philippines presents his compliments to 
xcellency the Secretary of State and has the honor to refer to the note of the 
ssy dated January 20, 1954, soliciting the good offices of His Excellency to 
d thst the sppropriate agency of the United States Government may, by 
istrative action, if possible, or by legislative action, if necessary, grant an 
sion of another 5 years from the Ist of January 1955 within which eligible 
no veterans may avail of the benefits of Public Law 865 of the 80th Congress. 
sequent to the sending to His Excellency of the note of the Embassy afore- 
ntioned, the Chargé d’ Affaires received from the Secretary of Foreign Affairs 
ructions to convey to the Department of State additional information on the 
tter. 
appears that the hospitalization program contempleted under Publie Law 
865 of the 80th Congress was started on January 1, 1950, in accordance with an 
executive agreement between the Republic of the Philippines .nd the United 
tes of America signed on June 7, 1949. However, due to inadequate media 
of information and poor transportation facilities, only a few beneficiaries thereof 
ave been able to apply and report for hdspitalization since the inception of the 
program. It has however gained increasing momentum as shown by the com- 
rative expenses which are summarized as follows: 
Hospitalizatior 
Fiscal years: expenses 
1950_... ' Oe ; ie _... $30, 833. 20 
L951_ : A ad ; : 352, 094. 52 
1952 - oe sia 1, 099, 822. 28 
1953 ? i ‘ ‘ . 2, 164, 932. 90 


There is every reason to believe that if this program is terminated on December 
31, 1954, the physical rehabilitation of the beneficiaries under Public Law 865 
will not have been fully accomplished. Out of 6,503 Filipino veterans eligible 
for hospital benefits, only 1,657 have so far taken advantage of hospitalization, 
leaving a balance of 4,846 still unhospitalized. This number will be further 
augmented upon final adjudication of 4,289 pending claims and an average of 
350 claims being received monthly by the United States Veterans’ Administration 
since August 1, 1953. Hence, the period of 5 years is considered too short to 
accomplish the objectives of the law. Furthermore, the facilities of contract 
hospitals which have been and still are being used to furnish medical care to 
Filipino veterans pending the completion of the veterans hespital have been 
found inadequate for the full physical and mental rehabilitation of veteran 
patients. Occupational therapy, which is an important aspect of rehabilitation 
to the disabled veterans, is totally lacking. Only a well-equipped and well- 
staffed veterans hospital such as that currently under construction, can give the 
maximum benefits of rehabilitation to the disabled veterans. Therefore, unless 
Publie Law 865 is extended, it is feared that, upon its completion, the veterans 
hospital now under construction will not serve the purposes for which it was 
originally intended. 





8 HOSPITALIZATION IN THE PHILIPPINES 


” Furthermore the termination of the veterans hospitalization program 
December 31, 1954, under the circumstances above described is liable to hyp 
the prestige of the United States of America not only in the Philippines by; 
the entire Far East. It will also place the Philippine Government in an ep. 
barrassing position before the eves of the disabled veterans on account of 
inability to provide them with adequate medical care. 

In view of the foregoing and upon the instructions of the Secretary of Foreig 
Affairs, the Chargé d’Affaires solicits the good offices of His Excellency to +} 
end that the operation of United States Public Law 865 may be extended wp : 
December 31, 1961. ; 








FOREIGN Service Dispatcu 


From: AMEMBASSY, Manila. Dispatch No. 859, February 3, 195, 
To: The Department of State, Washington. 
Subject: Extension of Public Law 865, 80th Congress (Rogers Act). 

There is enclosed the text of a note, dated January 19, 1954, from the Depar 
ment of Foreign Affairs requesting the extension of the operation of the progra 
of assistance by grants-in-aid for providing medical care and treatment for certa 
Philippine veterans, as set forth in section 4, Public Law 865, until December 
1961. 

Unless extended, the program will terminate on December 31, 1954, in a 
ance with the exchange of notes between the two Governments which fixed Januar 
1, 1950, as the date when the 5-year period mentioned in section 4 of the Row 
Act was to commence. In this connection, the text of the note of Februar 
1950, from the Philippine Under Secretary of Foreign Affairs is enclosed for { 
Department’s information. 

The request contained in the note of January 19, 1954, is of considerabl 
nificance and importance to the Magsaysay administration. President Ma 
saysay, then a member of the Philippine Congress, was in Washington as hy 
of a Philippine delegation, sent on behalf of Philippine veterans, when the | 
States Congress was considering the legislation which resulted in the enactm 
Public Law 865. One of the drafting officers recalls that President Magsavs 
appeared as a witness before a House committee considering the bill and 1 
distinctly favorable impression. In the Philippines he has generally been ¢ 
the major credit for the passage of the bill. It follows that failure of the Unit 
States Government to take favorable action on the first significant request Presi- 
dent Magsaysay has made of the United States will be regarded in the Philippi 
as a major rebuff. He will have difficulty explaining why favorable action \ 
not taken on a request that the United States do something which is regarded 
the Philippines as a clearcut obligation of the United States to do. 

There is a further problem that arises in connection with this matter and tha 
is the whole question of United States responsibility for the care of the Philipy 
veterans. The Embassy assumes from the wording of the law that the | 
States Congress intended, at the time Public Law 865 was enacted, that aft 
completion of the hospital and the payment of the expenses of hospitalizat 
for a period of 5 years authorized in sections 3 and 4 respectively of the act t 
responsibility of the United States would cease and any further expense of t! 
kind would be assumed by the Philippine Government. If that assumpti 
to the intent of the Congress is correct, it seems unlikely that this view of « 
responsibility will be accepted. It will be argued that the fact that disabl 
Philippine veterans are receiving lifetime disability payments from the Unit 
States, for disabilities incurred in the service of the United States, is an admissi 
of responsibility on our part and therefore any hospital treatment necessary 
also our responsibility. Given the general attitude in the Philippines to lo 
to the United States for relief on any matter arising either directly or indir 
out of the war, an announced policy that this particular request does not cor 
within the scope of our responsibility is likely to cause important political reper- 
cussions and adversely affect United States-Philippine relations. 

There is also enclosed the text of an informal memorandum, dated February 
1954, from the manager, United States Veterans’ Administration, Manila, con- 
taining background data on the operation of the grant-in-aid program for medi 
care and hospitalization under the Rogers Act, which will be of interest to t 
Department in considering the Philippine Government’s request for extensi 
of this program. 

The hospital for Philippine veterans authorized in section 3 of the Rogers A 
is scheduled for completion some time in 1955. It has been ascertained informal 
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here is a distinct possibility that the completed hospital may stand idle 
ise it appears that the Philippine Government will not have sufficient funds 
which to operate it. Furthermore, the economic situation of the Philippines 
that there is little possibility that funds will become available for this 
se. Should the grant-in-aid program be extended, veteran patients now 
lic and private hospitals could be transferred to the completed hospital 
stead of paying private and public hospitals for the medical care of veterans, 
funds would be used to pay for the operation of the completed hospital, which 
ld be under the jurisdiction of the Philippine Government and staffed largely 
vilian doctors, nurses, and attendants employed locally. 
e enclosed clipping from the Manila Bulletin of January 30, 1954, indicates 
e American Legion is prepared to advocate the extension of Public Law 
5 before the United States Congress 
ler existing legislation the Manila office of the United States Veterans’ 
stration is authorized to continue operations in the Philippines until June 
1960 Any extension of the Rogers Act should be correlated with the life of 
\fanila office of the Veterans’ Administration. Instead of a 7-year extension, 
quested in the Philippine note of January 19, 1954, the Embassy is of the 
that there is much to be said for a 5-year extension, that is until December 
59, which would be 6 months prior to the present terminal date of the 
, office of the Veterans’ Administration. 
One of the reporting officers recalls that during the first part of 1953 a somewhat 
milar request for extension of the benefits of the Rogers Act was received in the 
Department from the Philippine Embassy in Washington. It is his recollection 
he request was transmitted to the Honorable Edith Nourse Rogers. 


RECOMMENDED ACTION 


The Embassy recommends that the Department take steps to lay this whole 
estion before the United States Congress and to actively support the extension 
of section 4 of Public Law 865 for 5 years, i. e., until December 31, 1959. This 


ommendation is based on both political and moral grounds. 


R. A. SPRUANCE. 

our enclosures: 

1. Note from Department of Foreign Affairs, dated January 19, 1954. 

2. Note from Philippine Under Secretary of Foreign Affairs, dated Febru- 
ary 16, 1950. 

3. Memorandum from manager, United States Veterans’ Administration, 
dated February 1, 1954. 

Clipping from Manila Bulletin, dated January 30, 1954 (with original 


REPUBLIC OF THE PHILIPPINES, 
DEPARTMENT OF ForREIGN AFFAIRS, 
Manila, January 19, 1954. 
The Department of Foreign Affairs presents its compliments to the Embassy 
f the United States of America and has the honor to refer to the Rogers Act 
Public Law 865, 80th Cong., approved July 1, 1948) and to the executive agree- 
ent between the Governments of the Republic of the Philippines and the United 
tes of America signed on June 7, 1949, for assistance by grants-in-aid to the 
Republic of the Philippines in providing medical care and treatment for certain 
eterans for a duration of 5 yeers. 
The hospitalization program under the referenced act was started on January 
1950, in accordance with the agreement between the two Governments. How- 
ever, due to inadequate media, of information and poor transportation facilities, 
only a few beneficiaries thereof have been able to apply and report for hospital- 
zation since the inception of the program. It has however gained increasing 
momentum as shown by the comparative expenses which are summarized as 


follows: 


Hospitalization 
Fiseal years: erpenses 
1950 , wh $30, 833. 20 
RUG} suk d é 352, 094. 52 
1952__ a aie a oi 1, 099, 822. 28 
1953 _ _ - - : : _.. 2, 164, 932. 90 
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There is every reason to believe that if this program is terminated on Decer. 
ber 31, 1954, the physical rehabilitation of the beneficiaries under the Rogers 
Act will not have been fully accomplished. Out of 6,503 Filipino veterans 
eligible for hospital benefits, only 1,657 have so far taken advantage of hospitali- 
zation, leaving a balance of 4,846 still unhospitalized. This number wil] be 
further augmented upon final adjudication of 4,289 pending claims and an ayer. 
age of 350 claims being received monthly by the United States Veterans’ Admin. 
istration since August 1, 1953. Hence, the period of 5 years is considered tog 
short to accomplish the objectives of the Rogers Act. 

Furthermore, the facilities of contract hospitals which have been and still ar 
being used to furnish medical care to Filipino veterans pending the completion 
of the veterans hospital have been found inadequate for the full physical and 
mental rehabilitation of veteran patients. Occupational therapy, which is ay 
important aspect of rehabilitation, is totally lacking. Only a well-equipped and 
well-staffed veterans hospital, such as that currently under construction, can giy¢ 
the maximum benefit of rehabilitation to the disabled veterans. Therefore 
less the United States Publie Law 865 is extended, it is feared that, upon its 
termination, the veterans hospital, which is now undergoing construction, will 
not serve the purposes for which it was originally intended. 

Furthermore the termination of the veterans hospitalization program on De- 
cember 31, 1954, under the circumstances above described is liable to hurt the 
prestige of the United States of America not only in the Philippines but in tt 
entire Far Bast. It will also place the Philippine Government in an embarrass- 
ing position before the eyes of the disabled veterans on account of its inability t 
provide them with adequate medical care. 

In view of the foregoing, the Department would appreciate it if the Embassy 
could lend its assistance in securing the extension of the operation of United 
States Public Law 865 from 5 to 12 vears, to end on December 31, 1961, through 
an amendment of section 4 of the Rogers Act during the current session of th 
United States Congress. 


RAMSEYER RULE 


In accordance with clause 3 of rule XIII, House of Representatives, 
the changes made in existing law by the bill are shown as follows 
(existing law proposed to be omitted is in black brackets; new matter 
is in italics; existing law in which no changes are proposed is shown in 
roman): 

H. R. 8044 AS INTRODUCED 


[Pustic Law 865—80TH CoNnaGREss] 


AN ACT Toassist by grants-in-aid the Republic of the Philippines in providing medical care and treatment 
for certain veterans. 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That in order to assist the Republie of the Philip- 
pines in providing medical care and treatment for veterans, as defined in section 2 
of this Act, who are in need of hospitalization for disabilities, determined by the 
Veterans’ Administration under laws which it administers to be connected with 
the service described in such section, the President is authorized, subject to the 
provisions of this Act, to furnish aid in the form of grants to the Republic of the 
Philippines (a) for the construction and equipping of hospitals in the Philippines 
to be used exclusively for such medical care and treatment and (b) for expenses 
incident to such medical care and treatment in either the hospitals so constructed 
and equipped or other hospitals in the Philippines. 

Sec. 2. For the purposes of section 1 of this Act, the term “veterans’’ means 
persons who served in the organized military forces of the Government of the 
Commonwealth of the Philippines while such forces were in the service of the 
armed forces of the United States pursuant to the military order of the President 
of the United States, dated July 26, 1941, including among such military forces 
organized guerrilla forces under commanders appointed, designated, or subse- 
quently recognized by the Commander in Chief, Southwest Pacific Area, or other 
competent authority in the Army of the United States, and who were discharged 
or released from such service under conditions other than dishonorable. 

Sec. 3. Any grant for the construction and equipping of a hospital may be 
made prior to or following its completion: Provided, That the total of such grants 
shall not exceed $22,500,000. 
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Sec. 4. Grants for expenses incident to hospitalization may be made for a 
neriod not to exceed [five ] eight years to reimburse the Republic of the Philippines 
for moneys expended for such hospitalization: Provided, That the total of such 
rants shall not exceed $3,285,000 for any fiscal year. 

” Sec. 5. The President may from time to time prescribe such rules and regula- 
ns and impose such conditions on the receipt of financial aid as may be necessary 
arry out the provisions of this Act; and he may delegate in whole or in part 
the authority conferred upon him by this Act to any officer or officers of the 
Unite d States. 

Sec. 6. There are hereby authorized to be appropriated, out of any money 
: the Treasury not otherwise appropriated, such sums as may be necessary to 
arry out the provisions of this Act. 

Approved July 1, 1948. 


RAMSEYER RULE 


In accordance with clause 3 of rule XIII, House of Representatives, 
the changes made in existing law by the bill are shown as follows 
existing law proposed to be omitted is in black brackets; new matter 
is in italics; existing law in which no changes are proposed is shown in 
roman): 

H. R. 8944 AS REPORTED 


[Pusiic Law 865—80rTH Conargss] 
AN ACT 


ist by grants-in-aid the Republic of the Philippines in providing medical care and treatment for certain 
veterans. 


t enacted by the Senate and House of Representatives of the United States of 
ain Congress assembled, Thst in order to assist the Republic of the Philip- 

es in providing medical care and treatment for vetersns, as defined in section 2 

his Act, who are in need of hospitalizs.tion for dissbilities, determined by the 
terans’ Administration under laws which it »dministers to be connected with 
serviee described in such section, the President is puthorized, subject to the 
visions of this Act, to furnish aid in the form of grants to the Republie of the 
lippines (a) for the construction and equipping of hospitels in the Philippines 
be used exclusively for such medical care and treatment and (b) for expenses 

‘ident to such medical care and treatment in either the hospitals so constructed 

| equipped or other hospitels in the Philippines. 

Sec. 2. For the purposes of section 1 of this Act, the term “‘veterans’’ means 

rsons who served in the organized military forces of the Government of the 

mmonwealth of the Philippines while such forces were in the service of the 
med forces of the United States pursuant to the military order of the President 

f the United States, dated July 26, 1941, including among such military forces 
rganized guerrilla forces under commanders appointed, designated, or subse- 

iently recognized by the Commander in Chief, Southwest Pacific Area, or other 

mpetent authority in the Army of the United States, and who were discharged 

r released from such service under conditions other than dishonorable. 

Sec. 3. Any grant for the construction and equipping of a hospital may be 

ade prior to or following its completion: Provided, That the total of such grants 
shall not exceed $22,500,000. 

Sec. 4. Grants for expenses incident to hospitalization may be made for a 
period not to exceed [five] ten years to reimburse the Republic of the Philippines 
for moneys expended for such hospitalization: Provided, That the total of such 
grants shall not exceed $3,285,000 for any fiscal year. 

Sec. 5. The President may from time to time prescribe such rules and regula- 
tions and impose such conditions on the receipt of financial aid as may be neces- 
sary to carry out the provisions of this Act; and he may delegate in whole or in 
part the authority conferred upon him by this Act to any officer or officers of the 

nited States. 

Sec. 6. There are hereby authorized to be appropriated, out of any money in 

» Treasury not otherwise appropriated, such sums as may be necessary to 
arry out the provisions of this Act. 

Approved July 1, 1948. 

















Mi 


H 
tor! 
of 1 
the 


7] 
Fec 
1Ze¢ 
min 
mel 
add 
stri 
rate 

‘] 
but 
of Q 
unt 
a yi 
rate 
sho 
by 
whi 

T 
whi 


The 





991, CONGRESS l HOUSE OF REPRESENTATIVES \ Report 
No. 1415 


9d Né ssion 


FEDERAL AID TO STATE HOMES 


Marcu 24, 1954.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 


_—_— 


Mrs. Rogers of Massachusetts, from the Committee on Veterans’ 
Affairs, submitted the following 


REPORT 


[To accompany H. R. 8180] 


The Committee on Veterans’ Affairs, to which was referred the bill 
H. R. 8180) to increase the amount of Federal aid to State or Terri- 
torial homes for the support of disabled soldiers, sailors, and airmen 
of the United States, having considered the same, reports favorably 
thereon without amendment and recommends that the bill do pass. 


EXPLANATION OF THE BILL 


The purpose of this bill is to increase from $500 to $700 per year the 
Federal aid to States for the support of veterans domiciled or hospital- 
ized in State homes who are eligible for such care in Veterans’ Ad- 
ministration hospitals or domiciliaries. At the present time the pay- 
ment of the $500 rate is restricted to June 30, 1956. This bill, in 
addition to raising the rate from $500 to $700 would remove this re- 
strictive date of June 30, 1956, thus establishing $700 as a permanent 
rate for Federal aid. 

The history of these contributions is a long one. The first contri- 
bution was authorized by the act of August 27, 1888, in the amount 
of $100 a year for each such veteran. That sum was not increased 
until January 27, 1920, when it was fixed at $120, and it rose to $240 
a year on August 1, 1939. The act of December 17, 1943, fixed the 
rate at $300 and on May 18, 1948, it was decreed that the amount 
should be $500 a vear through June 30,1951. This was later extended 
by the act of September 23, 1950, to expire on June 30, 1956, after 
which date the rate would revert to $300. 

There are a total of 31 State homes located in 27 different States to 
which the Veterans’ Administration is currently making contributions 
The basic law limits the amount any State may be paid to a sum not 
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exceeding one-half the cost of the maintenance of each veteran. In 
other words, under this limitation 14 of the State homes concerned 
would not be able to receive the full $700 contribution. The cost of 
maintenance of these homes based on the fiscal year 1953 reported 
costs is less than $1,400 per person. An interesting table showing 
comparative costs based on the present $500 contribution and the 
$700 contribution proposed by the bill is reproduced below: 
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On the question of expense, the Veterans’ Administration states 


Should all the homes be eligible for payments at the $700 rate the cost to th, 
Veterans’ Administration would be approximately $6,090,000 for fiscal vear 1955 
As stated above, however, based on the 1953 experience, 14 of the homes would 
not be able to receive aid at the full $700 rate because their annual reported per 
capita costs were less than $1,400. ; 


The report of the Veterans’ Administration on a comparable }jl! 
follows: 


VETERANS’ ADMINISTRATION, 
Washington D. C., March 1, 19 
Hon. Epirnh Nourské Roacers, 
Chairman, Committee on Veterans’ Affairs, 
Flouse of Represe nlatives, Washington, Dp. GC. 

Dear Mrs. Rocrers: Reference is made to your request for a report b 
Veterans’ Administration on H. R. 5892, 83d Congress, a bill to increas¢ 
amount of Federal aid to State or Territorial homes for the support of disabled 
oldiers, sailors, and airmen of the United States. 

The purpose of the bill is to increase from $500 to $700 per annum the Federa 
aid to States for the support of veterans domiciled or hospitalized in State ho 
vho are eligible for such care in Veterans’ Administration hospitals and ho 
Pavment of the $500 rate is restricted to June 30, 1956, and the subject | 
addition to raising the rate would remove the restrictive date, thus establi 
$700 as the permanent rate of Federal aid. 

Federal contributions to States to aid in the care of certain war veterans domi- 
ciled in State homes were first authorized by the act of August 27, 1888 (25 Sta 
150), in the amount of $100 a vear for each such veteran. The amount was in- 
creased to $120 a vear by the act of January 27, 1920 (41 Stat. 399), to $240 a 


by the act of August 1, 1939 (53 Stat. 1145), and to $300 a year by the act of 
December 17, 1943 (57 Stat. 603). The act of May 18, 1948 (62 Stat. 237 


increased the amount to $500 a year through June 30, 1951, and the act of Septem- 
ber 23, 1950 (64 Stat. 981) extended the authority for payment of the $500 
through June 30, 1956 

There are 31 State homes located in 27 different States to which the Veterans 
Administration is currently making contributions for maintenance of veterans 


who have been determined to be eligible for care in a Veterans’ Administrati: 
hospital or home. The basic law limits the amount that any State may be paid 
to a sum not exceeding one-half the cost of maintenance or each veteran, and 


under this limitation 14 of the State homes concerned would not be able to receive 
the full $700 contribution since the cost of maintenance in these homes, based 
on fiseal vear 1953 reported costs, is less.than $1,400 per person. All the other 
State homes reported maintenance costs in excess of $1,400 per person for fiscal 
vear 1943 

For the information of the committee there is enclosed a table showing for 
fiscal year 1953 the average present, per capita cost, total cost, and the amounts 
paid by the Veterans’ Administration and by the States based on the present 
$500 contribution and the $700 contribution proposed by the subject bill. 

It is noted that the title of the bill would add the term “airmen” to ‘‘disabled 
soldiers and sailors” as the group for the care of which the States are to receive 
increased Federal aid. It is desired to point out, however, that in the adminis- 
tration of this statute no distinction has been made respecting the veterans 
branch of military service and any veteran who is eligible for hospital treat ment 
or domiciliary care by the Veterans’ Administration is included in the group for 
which States are entitled to aid. 

The second proviso of section 2 of the bill reads: “Provided further, That no 
payment to a State or Territory under this Act shall be made for any period prior 
to the date upon which the Administrator of Veterans’ Affairs determines that 
the veteran on whose account such payment is requested is eligible for such care 
in a Veterans’ Administration facility.” 

The act of October 29, 1951 (65 Stat. 661), amended section 2 of the act of 


Mav 18, 1948 (62 Stat, 237), to provide that payments to States shall be effective 
from the date care commenced in the State home if request for determination of 
such eligibility is received by the Veterans’ Administration within 10 days follow- 
ing date the care commenced. Should the bill be enacted in its present form 
it would restrict payments to the date determination of eligibility is made by 
the Veterans’ Administration, which was the state of the law prior to enactment 
of the act of October 29, 1951. 
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ring the fiscal year 1953, payments of Federal aid were made to the States 
daily average of approximately 8,090 members present in State homes. 
{ on the reported per capita cost, the total cost for maintaining this daily 
rage present was $13,365,961. The total amount of Federal aid paid by the 
s’ Administration for this number of members was $4,068,170, or 30 
of the total cost. Based on the average number present during the 
year 1953, payments at the rate of $700 per annum woul 1 result in a total 
to the Veterans’ Administration of approximately $5,225,630, an increase 
f $1,157,460, or 28 percent. This would result in the Vete rans’ Administration 
39 percent of the total cost of maintaining eligible veterans in State 
and the States paying 61 percent of the cost. 
Since fiscal year 1945 the average member load has shown a sustained upward 
g, influenced in part by replacement programs at State homes undertaken to 
rove and enlarge existing bed capacities; general economic conditions which 
nose greater financial burdens on those in the lowe: income groups and advanc- 
« age of World War I beneficiaries who have developed disabling infirmities. 
In the Veterans’ Administration estimates for appropriations for fiscal year 1955 
iverage patient load in State homes was established at 8,700 members. This 
ction was based upon current bed occupancy ratios, and anticipated increases 
member load. Therefore, should the rate of Federal aid be increased to 
$700 the cost to the Veterans’ Administration might well be substantially higher 
han the estimated cost based on the 1953 experience. Should all homes be 
le for payments at the $700 rate the cost to the Veterans’ Administration 
ld be approximately $6,090,000 for fiscal year 1955. As stated above, how- 
, based on the 1953 experience, 14 of the homes would not be able to receive 
id at the full $700 rate because their annual reported per capita costs were less 
$1,400. It is not known how many of the homes because of increasing 47 
apita costs would be eligible for the full amount of assistance at the $700 rate i 
fiscal year 1955. 
For the fiscal year 1948 (the year in which the rate was raised to $500 per 
1m) the per diem cost of providing domiciliary care for a veteran in a Veterans’ 
nistration center Was $2.64. For the fiscal year 1953, the cost was $3.61, an 
ease of approximately 37 percent. It appears that the increase proposed by 
s ibject bill compares W ith the inereased cost experienced by the Veterans’ 
\dministration. 
In its report to pomeess S. 3889, S8Ist Congress (Rept. No. 3056), which 
became Public Law 823, September 23, 1950, the Committee on Armed 
services of the House of Representatives stated that while the bill as introduced 
ad provided for a permanent increase in the annual payments, the committee 
vas amending the bill to extend payments at the $500 rate until June 30, 1956, 
ind further stated that this would give the Congress another opportunity to 
eview the matter prior to the expiration date. Whether the amount of Federal 
iid to State homes should at this time be increased from $500 to $700 per annum 
ind this latter amount on a permanent basis, would appear to be a matter of 
poliey for the Congress to determine. 
Due to the urgent request of the committee for a report on this measure, the ere 
as not been sufficient time in which to ascertain from the Bureau of the Budg 
e relationship of the proposed legislation to the program of the President 
Sincerely yours, 


H \ HIa.ey, idministraton 


RAMSEYER RULE 


In accordance with clause 3 of rule XIII, House of Representatives, 
the changes made in existing law by the bill are shown as follows 
existing law proposed to be omitted is in black brackets; new matter 
s in italies; existing law in which no changes are proposed is shown in 


roman): 
Arp To Strate OR TERRITORIAL HOMES 
U.S. C., title 24, sec. 134) 
All States or Territories which have established, or which shall establish, State 
omes for disabled soldiers and sailors of the United States who served in the 
Civil War or in any previous or subsequent war who are disabled by age, disease, 
r otherwise, and by reason of such disability are incapable of earning a living, 





6 FEDERAL AID TO STATE HOMES 


provided such disability was not incurred in service against the United 8 
shall be paid for every such disabled soldier or sailor who may be admitted g 
cared for in such home at the rate of [$500 per annum from the effective dat, 
this amendment through June 30, 1956, and $300 per annum thereafter] 
$700 per annum from the effective date of this amendment 

The number of such persons for whose care any State or Territory shall 
the said payment under this section shall be ascertained by the Adminis 
Veterans’ Affairs under such regulations as it may prescribe, but the said Si 
Territorial homes shall be exclusively under the control of the respective 8 
Territorial authorities, and the Administrator shall not have nor assu 
management or control of said State or Territorial homes. 

The Administrator of Veterans’ Affairs shall, however, have power to | 
said State or Territorial homes inspected at such times as it may consider 
sary, and shall report the result of such inspections to Congress in it 
report: Provided, That no State shall be paid a sum exceeding one-half tt 
maintenance of each soldier or sailor by such State: Provided further, That 
half of anv sum or sums retained by State homes on ‘account of pensions 1 
from inmates shall be deducted from the aid provided for in this secti 
money shall be apportiones ito any State or Territorial home that maintai 
or canteen where intoxicating liquors are sold: Provided further, That 
or sums collected in any manner from inmates of such State or Territoria 
to be used for the support of said homes a like amount shall be deducted f; 


aid provided for in this section, but this proviso shall not apply to any St 
Territorial home into which the wives or widows of soldiers are adn 
maintained (August 27, 1888, ch. 914, sec. 1, 25 Stat. 450; March 2, [8&9 
411, 25 Stat. 975; January 27, 1920, ch. 56, 41 Stat. 399; February 1925 
225, 43 Stat. 933; April 15, 1926, ch. 146, 44 Stat. 294; February 23, h. 1 
{ 128 





{ Stat. 1145: December 22, 1927, ch. 5, sec. 1, 45 Stat. 39; March 2: 
232. sec. 1, 45 Stat. 363: February 28, 1929, ch. 366, 45 Stat. 1385: May 28 
ch. 348, 46 Stat. 466; July 3, 1930, ch. 863, sec. 2, 46 Stat. 1016; February 2 
1931, ch. 281, sec. 1, 46 Stat. 1375; June 30, 1932, ch. 330, sec. 1, 47 8 
August 1, 1939, ch. 408, sec. 1, 53 Stat. 1145; December 17, 1943, ch. 34 
57 Stat. 603; May 18, 1948, ch. 299, sec. 1, 62 Stat. 237; September 23, 1950 
1003, 64 Stat. 981 

rIME AND MANNER OF PAYMENT 


Section 2 of act of May 18, 1948 as amended by act of October 29, 1951, cl 
602, section 1, 65 Stat. 661, provided that: ‘‘The amendment made by t 
shall apply to payments with respect to the care given to disabled soldiers, [and] 
sailors, and airmen, on and after the first day of the month next followi 
month during which this act is enacted: Provided, That said payments shia 
made regardless of whether said veteran may be receiving domiciliary car 
hospitalization in said home and the appropriations of the Veterans’ Ad: 
tion for medical, hospital, and domiciliary care shall be available for this pur; 
Provided further, That no such payment to a State of Territory shall be 
until the Administrator of Veterans’ Affairs determines that the vetera 
whose account such payment is requested, is eligible for such care in a Vetera 
Administration facility, and after such determination of eligibility such pay 
shall be made covering the period ot eligibility from the date such care comme! 
except that no such payment shall be made effective prior to the date of 1 
by the Veterans’ Administration of an appropriate request for deterininatio 
eligibility in the case of any eligible veteran with respect to whom such rv 
is not received within 10 days following the date such care commenced.’ 
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83D CONGRESS t HOUSE OF REPRESENTATIVES REpPortT 
2d Session No. 1416 


AMENDING SECTIONS 3185 AND 3186, OF TITLE 18, UNITED 
STATES CODE 


Marcu 25, 1954.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 


Mr. Keatrne, from the Committee on the Judiciary, submitted the 
following 


REPORT 


(To accompany H. R. 2556] 


The Committee on the Judiciary, to whom was referred the bill 
(H. R. 2556) to amend section 3185, of title 18, United States Code, 


having considered the same, report favorably thereon with amend- 
ments and recommend that the bill do pass. 

The amendments are as follows: 

Amendment No. 1. Strike out all after the enacting clause and in- 
sert in lieu thereof the following: 


That section 3185 of title 18, United States Code, is amended to read: 

$3185, FUGITIVES FROM COUNTRY UNDER CONTROL OF UNITED STATES INTO THE 
UNITED STATES 

“Whenever any foreign country or territory, or a part thereof, is occupied by 
or under the control of the United States, whether exclusively or jointly with one 
or more nations, any person who, having violated the criminal laws in force 
therein by the commission of any of the offenses enumerated below and flees from 
justice therein, or otherwise departs therefrom, and is found in the United States, 
shall be liable to arrest and detention by the authorities of the United States, 
and on the written request or requisition of the highest United States official 
participating in the control of the foreign country or territory and resident therein 
shall be returned and surrendered as hereinafter provided to that official for trial 
under the laws in force in the place where the offense was committed. 

“(1) Murder, manslaughter, or assault with intent to kill; 

(2) Counterfeiting or altering money, ration books or coupons, occupation 
scrip or any lawful medium of exchange, or uttering or bringing into circulation 
counterfeit or altered money, ration books or coupons, occupation scrip or medium 
of exchange; 

“(3) Counterfeiting certificates or coupons of public indebtedness, bank notes, 
or other instruments of public credit, and the utterance or circulation of the same; 

““(4) Forgery or altering and uttering what is forged or altered; 

(5) Embezzlement or criminal .malversation of the public funds, committed 
by public officers, employees, or depositaries; 

(6) Larceny or embezzlement of an amount not less than $100 in value; 
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““(7) Robbery; 

(8) Burglary, defined to be the breaking and entering by nighttime into the 
house of another person with intent to commit a felony therein; 

“(9) Breaking and entering the house or building of another, whether in the day 
or nighttime, with the intent to commit a felony therein; 

“‘(10) Entering, or breaking and entering the offices of the Government and 
public authorities, or the offices of banks, banking houses, savings banks, tryst 
companies, insurance or other companies, with the intent to commit a felony 
therein; 

“(11) Perjury or the subornation of perjury; 

““(12) Rape; 

(13) Arson; 

(14) Piracy by the law of nations; 

(15) Murder, manslaughter, or assault with intent to kill, committed in gy 
aircraft or on the high seas on board a ship, which aircraft or ship is owned by or 
in control of citizens or residents of the foreign country or territory and not under 
the flag of the United States, or of another government; 

(16) Malicious destruction of public roads and highways, railways, trams 
vehicles, vessels, bridges, dwellings, public edifices, or other buildings, when the 
act endangers human life; 

(17) Abduction or kidnaping; 

(18) Carnal knowledge of a child under the age of sixteen; 

(19) Fraud or breach of trust by a bailee, banker, agent, factor, trustee, 
executor, administrator, guardian, director or officer of any company or corpora- 
tion, or by anybody in a fiduciary position, where the amount of money or the 
value of the property misappropriated thereby exceeds $100; 

‘**(20) Crimes and offenses against the laws concerning the possession of or the 
traffic in narcotics; 

“(21) Crimes and offenses against the laws for the control or suppression of 
transactions in property or currency, where the value or amount of such property 
or currency exceeds $2,000; 

‘“*(22) Obtaining by false pretenses money, valuable securities or other property 
to the amount or value of more than $100; 

‘*(23) Receiving money, valuable securities or other property to the amount 
or value of more than $100, knowing the same to have been unlawfully obtained; 

**(24) Assault with a dangerous weapon with intent to do bodily harm and with- 
out just cause or excuse, or assault with intent to commit a felony; 

(25) Bribery of, or acceptance of a bribe by, a public official; 

(26) Any attempt to commit any one or more of the crimes or offenses listed 
above, or participation therein as an accessory before or after the fact. 

“This chapter, so far as applicable, shall govern proceedings authorized by this 
section. The proceedings shall be had before a judge of the courts of the United 
States only, who shall hold the person on evidence establishing probable cause that 
he is guilty of the offense charged. If so held and if the Secretary of State deter- 
mines that the person shall be returned for trial, he shall order that the person be 
returned and surrendered to the highest United States official participating in the 
control of the foreign country or territory and resident therein and that United 
States official shall secure for the person a fair and impartial trial. The Secretary 
of State shall not order the return or surrender of any military personnel without 
the prior written approval of the Secretary of the military department concerned 
in each case. 

“No return or surrender shall be made of a person charged with the commission 
of an offense of a political nature. 

‘‘A person so accused who escapes may be retaken in the same manner as any 
person accused of any offense. 

“Sec. 2. The first sentence of section 3186 of title 18, United States Code, is 
amended by striking out ‘sections 3184 and 3185’ and inserting in lieu thereof 
‘section 3184’.” 


The primary purpose of this amendment is to change the form of 
the bill so as to make more understandable the effect of the proposed 
amendments to section 3185 of title 18, United States Code, and to 
incorporate certain clarifications of language. 

Section 2 of the proposed amended bill is designed to conform the 
provisions of section 3186, of title 18, to the changes in section 3185 
which would be made by the enactment of this bill. If this proposed 
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measure is enacted, there will be no need for including section 3185 
within the provisions of section 3186. 
Amendment No. 2. Amend the title so as to read: 


A bill to amend sections 3185 and 3186 of title 18, United States Code. 


This proposed change is necessitated by the amendment to section 
3186, of title 18, proposed in section 2 of the bill as amended by 
amendment No. 1. 

PURPOSE OF THE BILL 


The primary purpose of the bill is to correct certain oversights and 
to supply certain omissions in the original drafting of section 3185, of 
title 18, United States Code, which provides the legal basis for extra- 
dition from the United States to a foreign country or territory occupied 
by the United States. Other purposes of the bill are to bring that 
extradition statute in line with provisions customarily included in 
current extradition treaties with foreign powers, and to expand such 
provisions to cover certain practices in modern military occupations. 

Section 3185 of title 18 was originally enacted in 1900 (31 Stat. 
656), following the close of the Spanish-American War, when the 
military forces of the United States were occupying Cuba, Puerto 
Rico, and the Philippine Islands. Under its terms persons accused of 
having violated certain criminal laws in force in a foreign country or 
territory occupied by the United States may be extradited from the 
United States on the request of the military governor or other chief 
executive officer in control of the occupied area. The specific offenses 
for which the accused might be extradited were set forth in the act. 
The statute was designed to meet the situation where the United 
States occupied or controlled foreign territory during the temporary 
period before the subject of extradition was settled by treaty. 

But the existing provisions of the act have been found inadequate 
in important particulars to meet effectively the requirements of 
modern military occupations. At the time of its enactment the only 
occupations of foreign territory in which the United States was 
involved were occupations by the United States alone. It is not 
clear whether the present section applies to foreign territory occupied 
by the United States jointly with one or more other powers. To 
settle this uncertainty and to avoid the possibility of the United 
States becoming an asylum for persons who have committed crimes in 
jointly occupied areas, the section should be amended to specifically 
include such territory. 

As now worded section 3185 requires that the alleged offender be 
extradited from the United States to the occupied territory ‘‘on the 
written request or requisition of the military governor or other chief 
executive officer in control of such foreign country or territory.” 
Territory under joint occupation may have as its governor an officer 
of some nation other than the United States. There is obvious need 
to modify this provision so as to require that extradition under this 
section may be had only upon the written request or requisition of 
the highest resident United States official participating in the control 
of the occupied area. 

The present section 3185 is also deficient in its enumeration of the 
crimes for which offenders may be extradited. For example, a num- 
ber of cases arose under the United States occupations in Germany 
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and Japan in which crimes of a serious nature were committed by 
persons who, before trial could be held, fled to the United States, 
Some of these crimes are not among those presently listed in section 
3185 for which removal may be had, such as counterfeiting occupation 
scrip or currency. Moreover, the acts committed abroad do not 
usually constitute offenses against the laws of the United States which 
are punishable by the courts of this country. For reasons of justice 
and of policy it is desirable that such crimes do not go untried and 
unpunished and that provision be made whereby, in appropriate 
cases, the offenders may be returned for trial to the area where such 
offenses were committed. These reasons are believed to apply as well 
to any occupation in which the United States may, in the future, 
participate. 
THE BILL 


The bill reported herein is intended to accomplish the above objec- 
tives by amending the present section of the statute in four respects: 
(1) By making it perfectly clear that the section is intended to 
apply to areas where the United States is in occupation or control 
of territory not only unilaterally, but also where it is in joint occupa- 
tion or control with one or more other nations. The United States 
occupation in the United States zone of Germany after the German 
surrender in World War II is an example of the former. An example 
of the latter is furnished by the United States participation in the 
joint occupation of Japan after the Japanese surrender during that war. 
(2) By including in this extradition statute additional crimes of a 
serious nature over which the occupation authorities must have effec- 
tive control in order to maintain law and order, and which offenses 
customarily are included in extradition treaties of the United States 
The additional crimes which would be enumerated in section 3185 by 
the enactment of this bill are — 
Manslaughter; 
Abduction or kidnapping; 
Carnal knowledge of a child under the age of 16; 
Fraud committed by certain persons in fiduciary positions; 
Crimes or offenses against the laws for the possession of or 
traffic in narcotics; 
Obtaining money by false pretenses; 
Receiving money or property, knowing the same to have been 
unlawfully obtained; 
Aggravated assault; 
Bribery of or acceptance of a bribe by a public official; 
Attempts to commit the crimes specified, or being an accessory 
to such crimes. 

(3) By including provisions covering certain offenses which seriously 
affect occupation controls in particular and which are not of a character 
covered in the ordinary extradition treaty. An example of this type 
of offense is provided by black market dealings which undermine the 
economic controls maintained in the occupied area. Offenses in this 
category proposed for inclusion in section 3185 are violations of the 
laws for the control or suppression of transactions in property or 
currency, and the offenses of counterfeiting or altering money, ration 
books or coupons, occupation scrip or any lawful medium of exchange, 
or the uttering or bringing into circulation of such items. In this 





ast PH sto Fs 4-4 SS 


AMEND SECTIONS 3185 AND 3186 OF TITLE 18, U. S. CODE 5 


connection, it is pointed out that the proposed terms are intended to 
cover any and all types of scrip issued for use in an area to which sec- 
tion 3185 as proposed to be amended would apply. In the past, 
scrip has been issued for use by the military and it has consequently 
heen known as military scrip. It is believed that the use of scrip 
may not be so limited in future contingencies, and accordingly the 
broader terms are recommended. 

1) At the instance of the Department of Defense, a provision was 
included which requires the approval of the Secretary of the military 
department concerned before a request may be granted for the removal 
of military personnel. 

Procedurally, only two changes are proposed by this bill. The first 
change is necessitated by the application of the act to jointly occupied 
territory. The bill provides that extradition under this section may 
be had only upon the written request or requisition of the highest 
resident United States official participating in the control of the 
occupied area, and that the person extradited shall be returned and 
surrendered to such United States official who shall secure for such 
person a fair and impartial trial. Secondly, the bill proposes to insert 
in the law a provision that the Secretary of State 
shall not order the return or surrender of any military personnel without the prior 
written approval of the Secretary of the military department concerned in each 
case. 

The existing procedural provisions of the law, including a hearing 
before a judge of the courts of the United States on the issue of estab- 
lishing ‘probable cause” to believe that the accused is guilty of the 
offense charged, are retained. 


PROPONENTS OF THE BILL 


The Department of State requested this legislation in a communica- 
tion dated January 19, 1953, addressed to Hon. Joseph W. Martin, 
Jr., Speaker of the House of Representatives, and referred to this 
committee. The Department of the Army, on behalf of the Depart- 
ment of Defense, favored the enactment of the bill in its report to the 
committee of July 3, 1953. The Department of Justice, in its report 
of July 20, 1953, stated that it had no objection to the enactment of 
the proposed measure. Actually, the form of the bill as introduced 
was prepared by the Department of State in consultation with repre- 
sentatives from the Department of Justice and the Department of 
Defense. 

The communication and reports referred to are inserted in full in 
the appendix and are made a part of this report. 

At a hearing held January 27, 1954, before a subcommittee of the 
Committee on the Judiciary the following witnesses testified: 

Mr. John M. Raymond, Assistant Legal Adviser for German 
Affairs, Department of State; 
Mr. Frederick M. Diven, Assistant to the Legal Adviser, 
Department of State; 
Mr. Fritz Kraemer, Chief of Government Branch, Office of 
Civil Affairs and Military Government, Department of the 
Army; 
Mr. Harold P. Shapiro, representing the Department of Justice; 
and 
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Mr. James J. Robinson, chairman, committee on internationa; 

criminal law, section of criminal law, American Bar Association. 

All of the above witnesses supported the proposed legislation. No 
witnesses opposed the measure. 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the House of Representa- 
tives, there is printed below in roman type without brackets existing 
law in which no change is proposed by enactment of the bill; present 
provisions proposed to be stricken are enclosed in black brackets; and 
new provisions proposed to be inserted are shown in italic: 


TitLte 18, Unrrep States Cope 


SECTION 3185. FUGITIVES FROM COUNTRY UNDER CONTROL OF UNITED STATES 
INTO THE UNITED STATES 


Whenever any foreign country or territory, or any part thereof, is occupied 
by or under the control of the United States, whether exclusively or jointly 
other nations, any person who, having violated the criminal laws in force therein 
by the commission of any of the offenses enumerated below, departs or flees fro 
justice therein to the United States, shall, when found therein, be liable to ar: 
and detention by the authorities of the United States, and on the written request 
or requisition of the [military governor or other chief executive officer in control 
of J highest United States official participating in the control of such foreign country 
or territory shall be returned and surrendered as hereinafter provided to such 
authorities for trial under the laws in force in the place where such offense was 
committed. 

(1) Murder and assault with intent to commit murder: 

(2) Counterfeiting or altering money, occupation scrip or currency, or tion 
books or coupons, or uttering or bringing into circulation counterfeit or altered 
money, occupation sc ip or currency, or ration books or coupmns, 

(3) Counterfeiting certificates or coupons of public indebtedness, bank notes, 
or other instruments of publie credit, and the utterance or circulation of the sam 

(4) Forgery or altering and uttering what is forged or altered; 

(5) Embezzlement or criminal malversation of the public funds, committed 
by public officers, employees, or depositaries; 

(6) Larceny or embezzlement of an amount not less than $100 in value; 

(7) Robbery; 

(8) Burglary, defined to be the breaking and entering by nighttime into the 
house of another person with intent to commit a felony therein; 

(9) Breaking and entering the house or building of another, whether in the 
day or nighttime, with the intent to commit a felony therein; 

(10) Entering, or breaking and entering the offices of the Government and publi 
authorities, or the offices of banks, banking houses, savings banks, trust companies, 
insurance or other companies, with the intent to commit a felony therein; 

(11) Perjury or the subornation of perjury; 

(12) Rape; 

(13) Arson; 

(14) Piracy by the law of nations; 

(15) Murder, assault with intent to kill, and manslaughter, committed on the 
high seas, on board a ship owned by or in control of citizens or residents of such 
foreign country or territory and not under the flag of the United States, or of 
some other government; 

(16) Malicious destruction of or attempt to destroy railways, trams, vessels, 
bridges, dwellings, public edifices, or other buildings, when the act endangers 
human life. 

(17) Manslaughter; 

(18) Abduction or kidnaping; 

(19) Carnal knowledge of a child under the age of 16; 

(20) Fraud or breach of trust by a bailee, banker, agent, factor, trustee, executor, 
administrator, guardian, director or officer of any company or corporation, or by 
anybody in a fiduciary position, where the amount of money or the value of the prop- 
erly misappropriated thereby exceeds $100; 
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Crimes and offenses against the laws concerning the possession of or the 

n narcotics; 

Crimes and offenses against the laws for the control or suppression of trans- 
ns in property or currency, where the value or amount of such property or cur- 
» exceeds $2,000; 

23) Obtaining by false pretenses money, valuable securities or other property to 
ount or value of more than $100; 
Receiving money, valuable securities or other property to the amount or value 
than $100, knowing the same to have been unlawfully obtained; 
Assault with a dangerous weapon with intent to do bodily harm, and without 
se or excuse or assault with intent to commit a felony; 
Bribery of, or acceptance of a bribe by, a public officia 
Any attempt to commit any one or more of the crimes or offenses listed above, 
ipation therein as an accessory before or aft r the fact. 
is chapter, so far as applicable, shall govern proceedings authorized by this 
tio Such proceedings shall be had before a judge of the courts of the United 
States only, who shall hold such person on evidence establishing probable cause 
that he is guilty of the offense charged. 
No return or surrender shall be made of any person charged with the commission 
f any offense of a political nature. 
If so held, such person shall be returned and surrendered to the authorities in 
ntrol of such foreign country or territory on the order of the Secretary of State 
. United States, and such authorities shall secure to such a person a fair and 
sential trial. The Secretary of State shall not order the return or surrender of any 
tary personnel without the prior written approval of the Secretary of the military 
lepartment concerned in each case. 


APPENDIX 
EXECUTIVE COMMUNICATION AND REPORTS 


DEPARTMENT OF STATE, 
Washington, January 19, 1953, 
JosEpH W. MartIN, Jr., 
Speaker of the House of Representatives, 
My Dear Mr. Speaker: I enclose for you consideration a report and recom- 
endation concerning amendment of section 3185, title 18, United States Code. 
This section deals with fugitives from justice who have fled from areas under 
ccupation or control of the United States, and provides for their return to such 
sreas for trial. As stated in the reports, it seems highly advisable to extend the 
rovisions of section 3185 to cover certain serious cases not presently included. 
[It is requested that the Congress give consideration to legislation along the lines 
in the attached draft bill. 
A similar letter is being sent to the President of the Senate. 
The Department has been advised by the Bureau of the Budget that there is no 
\bjection to the submission of this proposal to the Congress for its consideration. 
Sincerely yours, 
Dean ACHESON, 
Secretary of State, 
Enclosures: (1) Report and recommendation; (2) draft bill. 


REPORT AND RECOMMENDATION CONCERNING AMENDMENT OF SECTION 3185, 
Tire 18, Unirep States Cope 


The present section 3185, of title 18, of the United States Code, was originally 
enacted on June 6, 1900, as chapter 793, volume 31, United States Statutes at 
Large, page 656. Tt provides that a person who has violated the criminal laws 
of a foreign country or territory which is occupied by, or under the control of, 
the United States by the commission of any of the offenses listed in the section, 
and who has fled from such foreign country or territory to the United States, 
shall be subject to surrender to the United States authorities in control of such 
foreign country or territory for trial. 

A number of cases arose under the United States occupations in Germany and 
Japan in which crimes of a serious nature were committed by persons who, before 
trial could be held, fled to the United States. Some of these crimes are not among 
those presently listed in section 3185 for which removal may be had. Nor do 
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these crimes in the main constitute offenses against the laws of the United States 
The courts of this country are usually powerless, therefore, to try and punish 
these offenders. For reasons of justice and of policy it is desirable that suc} 
crimes do not go untried and unpunished and that means be provided wherehy 
in appropriate cases, the offenders be returned to the area where such offensas 
were committed. These reasons are believed to apply to any occupation in which 
the United States may, in the future, participate. 

The draft bill submitted herewith is intended to accomplish the above objectives 
by amending the present section of the statute in four respects: 

(a) By making it perfectly clear that the section is intended to apply to areas 
where the United States is in occupation or control of territory not only unilat- 
erally, but also where it is in joint occupation or control with other powers. Th, 
United States occupation in the United States Zone of Germany after the German 
surrender in the recent war is an example of the former; an example of the latter 
is furnished by the United States participation in the joint occupation of Japa 
after the Japanese surrender during that war. 

Amendatory language in the introductory part of the present section is proposed 
in order to give effect to this intention. 

(b) By including crimes of a serious nature and of interest to the occupation or 
control authorities which are included in extradition treaties of the United States 
Such crimes, recommended for inclusion in section 3185 are— 

Manslaughter; 

Abduction or kidnaping; 

Carnal knowledge of a child under the age of 16; 

Fraud committed by certain persons in fiduciary positions; 

Crimes or offenses against the laws for the possession or traffic in narcotics 

Obtaining money by false pretenses; 

Receiving money or property, knowing the same to have been unlawfully 
obtained; 

Aggravated assault; 

Bribery of or acceptance of a bribe by a public official; and 

Attempts to commit the crimes specified, or being an accessory to such 
crimes. 

(c) By including provisions covering certain offenses which seriously affect 
occupation controls in particular and which are not of a character covered in the 
ordinary extradition treaty. An example of this type of offense is provided by 
black-market dealings which undermine the economic controls maintained in the 
occupied area. 

Offenses in this category proposed for inclusion in section 3185 are violations 
of the laws for the control or suppression of transactions in property or currency, 
and the offenses of counterfeiting or altering occupation script or currency, ration 
books or coupons, or the uttering or bringing into circulation of such instruments, 
In this connection, it is pointed out that the term ‘‘occupation scrip” is intended 
to cover any and all types of scrip issued for use in an area occupied or controlled 
as defined in section 3185. In the past, scrip has been issued for use by the mili- 
tary and it has consequently been known as military scrip. It is believed that 
the use of scrip may not be so limited in future contingencies and the adoption 
of the broader term ‘occupation scrip’ is reeommended accordingly. 

(d) In the interest of the Department of Defense, a provision has been added 
which requires the approval of the Secretary of the military department concerned 
before a request may be granted for the removal of military personnel. 

A draft bill embodying the above recommendations in order to accomplish the 
foregoing nee is attached hereto. It is recommended that the proposed bill 
be enacted. 





DEPARIMENT OF THE ARMY, 
Washington, D. C., July 8, 1953. 
Hon. Cuauncry W. REEp, 
Chairman, Committee on the Judiciary, 
House of Representatives. 

Dear Mr. Resp: Reference is made to your request to the Secretary of Defense 
for the views of the Department of Defense with respect to H. R. 2556, 83d 
Congress, a bill to amend section 3185, of title 18, United States Code. The 
Secretary of Defense has delegated to this Department the responsibility for ex- 
pressing the views of the Department of Defense thereon. 
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The mentioned bill is substantially the same as H. R. 7425, 82d Congress, 
upon which this Deperenen reported favorably to your predecessor as chairman, 
Mr. Celler, on October 27, 1952. For the reasons therein stated the Department 
of the Army on behalf of the Department of Defense favors the enactment of the 
pill now pending. 

The purpose of this bill is to amend section 3185, of title 18, of the United 
States bode, the better to provide for the extradition from the United States of 
persons charged with crimes in foreign territory occupied jointly by the United 
States and one or more other powers. 

Section 3185, of title 18, was drawn from the act of June 16, 1900 (31 Stat. 656), 
passed just after the Spanish-American War, when the military forces of the 
United States were occupying Cuba, Puerto Rico, and the Philippine Islands. 
The draftsman of that act obviously had in mind such a situation as then existed 
, the countries mentioned, namely, an occupation by the United States alone. 
It is not clear whether the section applies to territory jointly occupied by the 
United States and other powers. In order to avoid the possibility of the United 
States becoming an asylum for persons who have committed crimes in a jointly 
ecupied country, the section should be amended so as to show clearly that it 
applies thereto. 

The section as now worded requires that the alleged criminal be extradited 
from the United States to the occupied territory ‘‘on the written request or requi- 
ition of the military governor or other chief executive officer in control of such 
foreign country or territory.” Territory under joint occupation may have as its 
ernor an officer of some nation other than the United States. The pending 
| requires that that authority be exercised only by the highest American repre- 
sentative in the occupied area, which is considered desirable. The foregoing are 
the reasons which lead this department to support section 1 of the bill. 

Sections 2 and 3 of the pending bill are desirable because they add to the list of 

»xtraditable offenses certain ones likely to be committed and not hitherto included. 

Section 4 is favored, because it makes the surrender of military personnel 

mditional upon the approval of the Secretary of the military department under 
which they serve. 

There are certain minor clerical errors in the pending bill, which it is recom- 
mended be corrected, as follows: 

a) On page 1, line 7, insert a comma between the question mark and “‘and”’. 
{ comma appeared at this point in H. R. 7425, 82d Congress, and one seems re- 
quired by the grammatical structure of the sentence. 

b) Clause 25, of section 3, as now written, is not clear. It appears to have 
been intended to copy section 113 (c), of title 18, of the United States Code; but 
two commas in that section have been omitted, presumably by inadvertence. 
In order that clause (25) may follow the statute from which it is copied and 
attain its obvious purpose, it is recommended that a comma be inserted in line 9, 
of page 3, after ‘‘weapon’’, and another in line 10 after ‘‘excuse’’. 

Subject to the amendments proposed in the preceding paragraph, the Depart- 
ment of Defense favors the enactment of H. R. 2556. 

So far as can be foreseen, this bill will have no fiscal effect. 

This report has been coordinated among the departments and boards in the 
Department of Defense in accord with procedures prescribed by the Secretary of 
Defense. 

The Bureau of the Budget has advised that there is no objection to the submis- 
sion of this report. 

Sincerely yours, 


Rosert T. Stevens, 
Secretary of the Army. 


DEPARTMENT OF JUSTICE, 
OFFICE OF THE Deputy ATTORNEY GENERAL, 
Washington, July 20, 1958. 
Hon. Cuauncey W. REeEeEp, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D. C. 

Dear Mr. CHAIRMAN: This is in response to your request for the views of the 
Department of Justice relative to the bill (H. R. 2556) to amend section 3185, of 
title 18, United States Code. 

Section 3185, of title 18, United States Code, provides that whenever any foreign 
country or part thereof is occupied or under the control of the United States, any 
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person who has violated the criminal laws in force in such place by the commis; 
of any of certain offenses enumerated in the section and flees from justice in g 
country shall, when found in the United States, be liable to arrest and detent; 
and, upon request of proper officials, shall be returned to such foreign country { 
trial under the laws there in force. 

The bill would amend the section to eliminate any doubt that it is intended ¢ 
apply not only to areas in which the United States is in sole occupation or contr 
but also to areas in which the United States may be in occupation or contro] 
with other nations. In addition, the measure would amend the list of offenses 
contained in the section so as to add to it additional, serious crimes such as map. 
slaughter, abduction or kidnaping, and carnal knowledge of a child under ¢} 
age of 16. Other offenses not quite as serious but also of interest and importa: 
to the occupation or control authorities would also be added. 

The Department cf Justice would have no objection to the enactment of t! 

The Bureau of the Budget has advised that there is no objection to the subn 
sion of this report. 

Sincerely, 
WiLLt1AM P. Roacers, 
Deputy Attorney Ge 


O 
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HELGA ROSSMANN AND HER CHILD 


sncH 25, 1954.—Committed to the Committee of the Whole House and ordered 
to be printed 


\ir. GranaM, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany H. R. 1465] 


lhe Committee on the Judiciary, to whom was referred the bill 
H. R. 1465) for the relief of Helga Rossmann and her child, having 
considered the same, report favorably thereon with amendment and 


ecommend that the bill do pass. 
The amendment is as follows: 
Strike out all after the enacting clause and insert in lieu thereof the 
1] . 

lOuOWINE: 


it, in the administration of the Immigration and Nationality Act, Helga 

mann, the fiance of Sgt. Kenneth T. Brown, a citizen of the United States, 

{ her child shall be eligible for visas as nonimmigrant temporary visitors for a 

1 of three months: Provided, That the administrative authorities find that 

said Helga Rossman is coming to the United States with a bona fide inten- 

of being married to the said Sgt. Kenneth T. Brown and that they are found 

therwise admissible under the immigration laws, except section 212 (a) (9) of 

Immigration and Nationality Act shall not be applicable to the said Helga 

ssmann: Provided further, That this exemption shall apply only to a ground 

for exclusion of which the Department of State or the Department of Justice 

ave knowledge prior to the enactment of this Act. In the event the marriage 

between the above-named persons does not occur within three months after the 

ntry of the said Helga Rossmann and child, they shall be required to depart from 

e United States and upon failure to do so shall be deported in accordance with 

» provisions of sections 242 and 243 of the Immigration and Nationality Act. 

In the event that the marriage between the above-named persons shall occur 

vithin three months after the entry of the said Helga Rossman, and her ehild 

he Attorney General is authorized and directed to record the lawful admission 

for permanent residence of the said Helga Rossmann and her child as of the 
date of the payment by them of the required visa fees. 


PURPOSE OF THE BILL 


The purpose of this bill, as amended, is to waive one exclusion 
clause of our immigration laws, concerning the commission of a 
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crime involving moral turpitude in behalf of the fiance of a Unite 
States citizen serviceman. The bill is also designed to facilitate th, 
admission into the United States of the said fiance and her child. 
The bill has been amended to conform with the language of th. 
Immigration and Nationality Act, and in accordance with established 


a 
precedents. 
{ 
GENERAL INFORMATION 
The pertinent facts in this case are contained in letters and docu. 
ments submitted to the committee by Hon. Charles R. Howell, ¢| 
author of this bill. Mr. Howell’s statement in support of his measyy 


reads as follows: 





STATEMENT OF Hon. CuHarvtes R. Howeitit, MemMBerR oF CoNnGREss, IN Support 
or H. R. 1465 


You will find full documentary data on the case enclosed, including r 
from the American consul involved and the Department of State. 

Miss Rossmann, a German national, is the fiance of Ale. Kenneth T. Brow 
United States Air Force, formerly stationed in Wiesbaden, Germany. They 
were engaged to be married, but were unable to obtain permission from the Air 
Force because Miss Rossmann had been convicted of a minor crime involving 
moral turpitude. 

4 daughter was born to them on March 22, 1951, and it is in order to give t 
child a name and a proper home that I am appealing to the committee for spe 
handling of the bill. 

It is the intent of the bill to provide approval for the marriage to be accom- 
plished (in Germany) within 6 months after enactment. According to the cons 
in Frankfort, Miss Rossmann would then be entitled to nonquota status as | 
wife of an American citizen. 

Miss Rossmann was found guilty of stealing half a cubic meter of firewood 
approximately one-half yard. In her testimony she states that she picked 
three pieces of wood, small enough to be easily carried about for preparing a mea 
in a small cookstove, and was returning to Wiesbaden when picked up bv 
authorities. The act took place before the currency reform and the fine was s 
at DM35, which at that time was only a few cents. However, inasmuch a 
did not pay the fine until after the currency reform, it finally amounted to al 
$8.35. This is the only misdemeanor on record for Miss Rossmann and is « 
which probably would not be cause for arrest in the United States. 

Captain Parks, a chaplain at the airbase in Germany where Brown was sta 
tioned, stated that in his opinion Miss Rossmann is the most acceptable 
approximately 250 German girls he has interviewed for marriage. (His stateme 
is inclided in the attached file.) Equally commendable character references 
submitted on Mr. Brown. 

May I respectfully urge the committee to give its most careful attention to the 
facts presented with a view to consideration at a very early date. 

With kindest personal regards, 

Sincerely yours, 


XK 
PUIW 


CuHaRLEs H,. Neu! 


The documents referred to in Mr. Howell’s statement read as 
follows: 


DEPARTMENT OF STATE, 
Washington, April 25, 1952 
Hon. CHartes R. Howse1.1, 
House of Representatives. 

My Dear Mr. Howe tt: I refer to you letter of April 4, 1952, concerning your 
desire to have a résumé or the background information in the Department’s files 
regarding the visa case of Miss Helga Rossmann, fiance of Sgt. Kenneth T. Brow 
USAF, 7150th Install. Sq., Wiesbaden Airbase, Wiesbaden, Germany. Reference 
is also made to my interim acknowledgment of April 7, 1952. 

According to information received from the American consulate general at 
Frankfort in Miss Rossmann’s case, the records of that office show that she has 
neither registered as an intending immigrant nor made application for an immigra- 
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sa, but that her marriage dossier was forwarded to the consulate general for 
arital statement as to her apparent admissibility into the United States. 
he Air Force’s security investigation in Miss Rossmann’s case revealed that 
id been convicted on June 30, 1948, by the magistrate court (Amtsgericht) 
baden under paragraphs 242, 47, and 27 b of the German Criminal Code of 
namely taking a movabie object not belonging to her, to wit, approxi- 
one-half cubic meter of split beechwood, property of the Community of 
enborn, a crime involving moral turpitude within the meaning of section 3 
[mmigration Act of February 5, 1917, as amended, Sergeant Brown’s unit 
nder was advised by the consulate general on August 7, 1951 that Miss 
ann appeared to be inadmissible into the United States 
he consulate general at Frankfort has informed the Department that Miss 
ann’s court record discloses that on December 22, 1951, the Hessian 
try of Justice ordered ber conviction to be stricken from the records, and 
t is a recognized principle of German juridical practice to remove entries on 
public records relative to an individual’s past crimes after a certain length of time 

as elapsed depending upon the seriousness of the crime. This removal is not a 

reversal of the original court decision, but its effect is to cause future documents, 

such as police good conduct certificates, which are required for various public 
purposes, to be issued without bearing any reterence to the crime in question. 

' In view of the foregoing, and as section 2 (f) of the Immigration Act of 1924, 
nended, provides that no immigration visa shall be issued to an intending 
grant who is inadmissible into the United States, it appears that the consular 

at Frankfort had no choice under the law but to refuse the issuance of a 
Miss Rossmann’s case. 
kindest regards. 


Sincerely yours, 


Hon. {ARLES R. Howeiu 
House of Representatives. 
Dear Mr. Howe .t: I acknowledge iy 
52, regarding the desire of Sgt. Kenneth T. Brown, 
t the entry into the United States of Miss Helga Ro 
7 
] 


tossmann is not registered for 


The visa files of this office indicate that Miss 
igration to the United States On Julv 25, 1951, the Adjutant, He adquarters, 


J 


7150th Installation Squadron, 7150th Airbase Group, Wiesbaden Airbase, APO 633, 
Ur i Sta Air Force, forwarded Miss Rossmann’s marriage dossier to this office 
for an opinion regarding her apparent admissibility te the United State Sines 
lossier revealed the fact that Miss Rossmann was convicted on June 30, 1948, 
of larceny by the Amstgericht (district court) at Wiesbaden, Germany, the 
consulate general replied on August 7, 1951, that on the basis of a preliminary 
examination of her dossier it appeared that Miss Rossmann would be man- 
latorilvy excludable under section 3 of the Immigration Act of Februarv 5, 1917, 
as amended, which states that aliens who have been convicted of crimes involving 
moral turpitude shall be excluded from admission to the United States. Subse- 
juently this office obtained the original court record on Miss Rossmann’s convic- 
tion and found that she had been convicted under paragraph 242 of the German 
Criminal Code which reads: 
“Whoever takes a movable thing which does not belong to him, from another, 
h the intention of unlawfullv converting it, shall be punished for larceny by 
imprisonment.’’ 
The attempt is punishable.” 
iss Rossmann had been found guilty of stealing half a cubic meter of firewood 
sentenced to pay a fine of DM35 plus the cost of court proceedings of 
DM2.50 in lieu of 1 week’s imprisonment 
Miss Rossmann’s court record further discloses that on December 2, 1951, the 
He ssen Ministrv of Justice orders d her conv iction to be stricken from the records. 
It is a recognized principle of German juridical practice to remove entries on 
publie records relative to an individual’s past crimes after a certain length of time 
has elapsed depending upon the seriousness of the crime. This removal, however, 
is neither a pardon nor a reversal of the original court decision. Its principal 
effect, however, is that it causes future documents, such as police good conduct 
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certificates, which are required for various publie purposes, to be issued yw 
bearing any reference to the crime in question. 

As soon as the private bill which you expect to introduce in Miss Ros 
behalf has been passed, and a copy thereof is received in this office, Miss 


























mann’s case will be given further consideration. For your information | oul 
enclosing herewith the translation of the court record pertaining to M To 
Rossmann’s conviction. I 

This office is forwarding Miss Rossmann an application for registration fo; and 
for completion and return to this office, following which her name will be « \j 
on the waiting list of intending immigrants under the appropriate quota I 
view of the oversubscribed condition of the quotas of most European cou: tr 
Miss Rossmann will in all probability encounter an extensive waiting per M 
before her turn is reached. Wi 

Should Sergeant Brown proceed to Germany and marry Miss Rossmar 
would be eligible to receive nonquota status as the alien wife of an Ar 
citizen ter the marriage he, as the American citizen husband, must ex j 
Department of Justice Form 1-132, Petition for issuance of immigration 
and forward it to the office of the district director of the Immigration and Nat 
ization Service having jurisdiction over his place of residence in the United St 
Upon approval of the petition one copy would be forwarded to this office, ther 
entitling the wife to nonquota status In this connection there is enclos { 
instruction sheet for Sergeant Brown’s information and guidance. 

I wish to assure you that when Miss Rossmann becomes a visa applicant \ 
this consulate general, she will be accorded everv consideration consistent wit 11 | 
the existing immigration laws and regulations, and that your interest in |} 
will be borne in mind. wol 

Sincerely yours, \ 
3yrRoN B. SNYDER, pro 
American Consul 
(For the Consul General 
(Translation ] 
Tue District Court, 
Wiesbaden, June 30, 1948 
File No. 8b C 5 1184/48. Su 
To: Miss Helga Rossmann, salesgirl, born September 24, 1929, Wiesbaden 7 
Court ORDER a : 

The State attorney accuses you that on May 12, 1948, at Wiesbaden, you did I fu 
together with Edward Poisson, take a movable object not belonging to you, to wil 
wit, approximately one-half cubic meter of split beechwood, property of the or | 
community of Georgenborn, with the intention of unlawfully converting it. at 

Minor crime committed in violation of paragraphs 242, 47, 27 b of the German 
Criminal Code, Article. 

The State attorney designated the following evidence: Your confession 

Instead of imprisonment for 1 week, which penalty should have been incur! 

a fine amounting to DM35 is imposed. You are concurrently sentenced to car 
all expenses arising from the proceedings. 

This court order becomes subject to execution, in case you should not, w 
1 week after receipt, register a written objection with the undersigned court or I 
make a written statement concerning said objection to the office of the « am 

Fine and expenses, amounting to a total of DM37.50, in letters DM37.50 : an 
to be paid to the office of the court cashier in Wiesbaden, without special re¢ id 

sul 


within 1 week after this court order becomes subject to execution, in order 
avoid forced execution. 

In case an objection has been re; 
after said objection has been disposed of, and only after a new request to el! 
payment has been received. 


ristered, fine and expenses may only be paid 


; 





HUECKLER, Amtsgerichtsrat. 


1 eee es ee . e eee hy | hh nape eh abe AAAS SE Le BY: aw oa Cw 
2. Fee for court order (par. 53 of the law of court expenses) - -_-__---- \ 
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131st INSTALLATIONS SQUADRON, 
131st ArRBASE Group, 
George Air Force Base, Calif., May 14, 1952. 
Subject: Movement of family to United States of America. 
To Whom It May Concern: 

{ would like to introduce myself; I am Alc. Kenneth T. Brown, AF12312627, 

| at the present time I am serving with the United States Air Force at George 

Force Base, Calif. 

[ have a very important problem, which I will go into detail about now. I am 

to bring my German fiance and our child, Barbara Ann, to this country. 

fiance’s name is Helga Rossmann and she resides at the present time in 

iesbaden, Germany. My foremost wish in getting her to this country is for the 

se of getting married and in starting a home of our own. I am sure that 
fiance would be a credit to the United States. 

We tried every possible means of getting married before I left Germany, bit we 
unsuccessful because of a felony committed by my fiance in May of 1948. 
enclosing a copy of the court action taken in said felony case. It is my firm 

lief that a minor offense such as this would not have required court action in 

United States. This charge has since been stricken from the court records 
the Wiesbaden Court, Wiesbaden, Germany, and the record now stands clear 
1y violation. 

We are very much in love and have been separated now for 3 months and 
11 days. All we want now is a chance to be together, so that we may make the 
right kind of home for our child. I am sure that I could not have picked a better 
woman for a wife and mother for our child. 

We will appreciate any assistance you can give us with our very important 
problem. We thank you very much. 

KENNETH T. Brown, Alc., USAF. 


13lst INSTALLATIONS SQUADRON, 
131st AtRBASE GrRovpP, 
George Air Force Base, Calif., May 14, 1952 
Subject: Movement of family to United States of America. 
To Whom It May Concern: 


Alc. Kenneth T. Brown, AF12312627, this organization, has explained to me 
the problems he has encountered in gettirig his fiance and child to this country. 
I fully understand his problem and he has my permission and approval to go ahead 
with the necessary procedure to complete this situation. If further information 
or papers are needed from here, please feel free to contact me or this organization 
at any time. 

Mac M. McMarrett, 
Captain, USAF, Commanding. 


566TH INSTALLATIONS SQUADRON, 
HamILTon Arr Force Base, 
Hamilton, Calif., Va yg 1952 


I have known Kenneth T. Brown for a period of 3 years. During this period of 


time he has always conducted himself in a manner to reflect credit upon himself 
and the Air*Force. He has shown integrity and perseverance of the highest 
level. His straightforward manner has always earned him the respect of his 
superiors and his subordinates. 
Rocco DELAvuRENTIS, Jr., 
Alc AF 12312768, 566th Installations Squadron. 
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May 1, 1959 
To Whom It May Concern: 

I, Sgt. Guy F. Diehl, have known Sgt. Kenneth T. Brown for approxi: 
37 months while serving my tour of duty in Wiesbaden, Germany. During 
length of time Sergeant Brown and I were assigned to the same squadron an 
worked at the same job. To the best of my knowledge Sergeant Brown is an 





upstanding airman. He was never involved in any kind of trouble what e] 
during this length of time. 

As a noncommissioned officer Sergeant Brown set an excellent example for 
lower graded airmen who worked with and for him. He was well liked by a 


airmen and officers of the squadron to which he was assigned. 

He contributed wholeheartedly when the squadron itself was confronted wit} 
contributions of various types, such as the Red Cross, the orphanage homes for 
the German children at Christmas, ete. 

Sergeant Brown was a good sport in squadron activities, such as playing foot- 
ball, softball, and organizing various hunting parties. 

I, myself see no reason why Sergeant Brown cannot have his fiance and child 
brought to America for his love for them is very dear. My German wife and | 
have been with them many different places while we were all together and they 
seemed to be a very happy family. 

I respect Sergeant Brown very highly for his leadership as an airman, conducting 
himself as an airman while his stay in Germany, and fighting for someone he loves 
as dear as his fiance and their adorable child. He also is not a quitter and on 
who walks away when he is faced with a big problem. If Sergeant Brown wer 
like a lot of other airmen and had no self-respect for himself and his family hy 
would have forgotten his fiance and child once he returned to America. : 

To the best of my knowledge if his fiance and child were permitted to co 
American they would be as happy as any family in America. 

Yours truly, 
Guy F. Drenrt, Sergeant USA! 


HEADQUARTERS, 7150TH AIRBASE GROUP, 
WIbSBADEN AIRBASE, OFFICE OF THE CHAPLAIN 
APO 633, United States Air Force, April 15, 19 


To Whom It May Concern: 

I have known Sgt. Kenneth T. Brown, USAF, and Miss Helga Rossmann, (x 
man national, Wiesbaden, Germany, for 2 years and have been in close co 
with them during this period. Their problems concerning marriage are thorough 
understood by me as I have kept in constant contact with both parties. 

Due to the fact that my file has been returned to the Zone of Interior, be- 
cause of my rotation, I am unable to give exact dates. I held the marriag 
interview for this couple and baptized their child. They attended my chape 
services regularly until Sergeant Brown returned to the States. 

The bar to the marriage of Sergeant Brown and Miss Rossmann is that 
was convicted of a felony, in 1948, I believe. This felony was the taking 
some wood from a wooded area near Wiesbaden for preparing a meal in a small 
cookstove. According to Miss Rossmann, she picked up three pieces of wood 
small enough to be easily carried and was returning to Wiesbaden when | 
up by the forest meister. In the arrest she is recorded as taking a half round 
meter of wood. The act took place before the currency reform and the fine was 
set at DM35, which at that time was only a few cents, however; she did not pay 
the fine untii after the currency reform, so that the fine paid amounted to about 
$8.35. This arrest and conviction has since been stricken from the court record 
in Wiesbaden. This is the only misdemeanor by Miss Rossmann, and certa 
is not one that would be cause for arrest in the United States. 

In my opinion, Miss Rossmann is most acceptable of approximately 250 Ger- 
man girls I have interviewed for marriage during my tour of duty in the Amer- 
ican Zone of Germany. I heartily recommend that every effort be made 
secure admission of Miss Rossmann to the United States, that Sergeant Brow 
and Miss Rossmann may be married and their home established. I am sure 
that Miss Rossmann is worthy of any efforts which may be made in her behalf 

KENNETH G. Parks, 
Chaplain (Captain), USAF, Protestant Chaplain. 
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OFFICE OF THE PROTESTAN’ 


CHAPLAIN, 
George Air Force Base, Calif., 


ip? al v1, 1952. 


To Whom It May Concern: 
[ am the chaplain of the 131lst Fighter-Bomber Wing, George Air Force Base, 
Calif. Ale Kenneth T. Brown, AF12312627, 
Squadron of this wing. 
Airman First Class Brown has recently returned from duty in Germany. He 
is engaged to a girl, Helga Rossmann, of Wiesbaden, by whom he has a child born 
March 22,1951. Airman First Class Brown is attempting to bring his prospective 
bride to the United States in order to marry her and to set up a home for their 
child 
Under the circumstances, this should be accomplished at the earliest oppor- 
tunity in order to rectify a bad situation and to complete this family unit. I 


recommend approval of the action in behalf of Airman First Class Brown and 
Helga Rossmann. 


is assigned to the Installation 


JoHn L. GEORGE, 
Chaplain (Captain), USAF, Base Chaplain. 


Upon consideration of all the facts in this case, the committee is of 


the opinion that H. R. 1465, as amended, should be enacted and 
accordingly recommends that the bill do pass. 
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BARBARA GENE COSTER 


\arcu 25, 1954.—Committed to the Committee of the Whole House and ordered 
to be printed 


Miss Tuompson of Michigan, from the Committee on the Judiciary, 
submitted the following 


REPORT 


{To accompany H. R. 3026) 


The Committee on the Judiciary, to whom was referred the bill 
H. R. 3026) for the relief of Barbara Gene Coster, having considered 
the same, report favorably thereon without amendment and recom- 
mend that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of this bill is to restore United States citizenship to a 
native-born United States citizen who lost her citizenship by voting 
in a political election in Israel. 


GENERAL INFORMATION 


The pertinent facts in this case are contained in a letter, dated 
December 7, 1953, from the Acting Commissioner, Immigration and 
Naturalization Service, to the chairman of the Committee on the 
Judiciary. The said letter, and accompanying memorandum, reads 
as follows: 


DEPARTMENT OF JUSTICE, 
IMMIGRATION AND NATURALIZATION SERVICE, 
December 7, 1958. 
Hon. Cuauncry W. REgEp, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D. ¢ 
Dear Mr. CHAIRMAN: In response to your request of the Department of 
Justice for a report relative to the bill (H. R. 3026) for the relief of Barbara Gene 
Coster, there is annexed a memorandum of information concerning the beneficiary 
The bill is intended to authorize the naturalization of the alien within 1 year 
after the effective date of the act by taking the oaths prescribed in section 337 
of the Immigration and Nationality Act. The bill further provides that from 
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and after such naturalization the alien shall have the same citizenship stat 
that which existed immediately prior to its loss. E 
It should be noted that the oaths prescribed in section 337 of the Immigra; 
and Nationality Act are alternative, only one of which is required of an ap, 
for naturalization. 
Sincerely 





B. G. HABBERTON 
Acting Comm 


MEMORANDUM OF INFORMATION FROM IMMIGRATION AND Narural 
Service FILES RE BARBARA GENE CostTER, BENEFICIARY oF H. R 


Jarbara Gene Coster, nee Yavitch or Yavitt, is a native of the United S 


now a citizen of the Netherlands, and was born at Chicago, IIl., on Febr 





1928. She resides at 7429 North Greenview Avenue, Chicago, III . } 
entered the United States on July 4, 1952, at the port of New York a I 
admitted as a temporary visitor for 1 month. At that time she was in po 
of a Netherlands passport valid to May 8, 1954. 

The alien received several extensions of her temporary stay, the last expir 


on March 15, 1953. Deportation proceedings were instituted agains t 
March 18, 1953, on the grounds that she had remained in the United Sta 


longer time than permitted by law. 
Mrs. Coster went to Israel in 1949 as a member of a group which was tra 
here to organize farm units in Israel. In April 1951 she voted in the 
elections in Israel. Subsequently, when Mrs. Coster applied to the United 
consulate in Tel Aviv for a renewal of her United States passport, she ( 
formed by the consulate that she had lost her United States citizenship by) 
of having voted in a political election in Israel. Mrs. Coster was mai 
October 30, 1951, to Emanuel Coster, a citizen of the Netherlands, and 
acquired the citizenship of that country. Her husband is now in the Net . 


awaiting the issuance of a quota immigrant visa to come to the United § 
They have one child, who was born on August 13, 1952, at Chicago, Ili 
The beneficiary’s father, a naturalized United States citizen, her native 
citizen brothers, and a sister, reside in this country. She attended the Unive 
of Illinois for 2 years prior to her departure from the United States in 1949. § 
is unemployed and is supported by her father and her brother-in-law 
busband is employed as a carpenter in the Netherlands and is self-supporti! 


Mr. Jonas of Illinois, the author of this bill, recommended 
favorable consideration and submitted the following statement 
support of this legislation: ‘ 

AFFIDAVIT 
STATE OF ILLINOIS, 
County of Cook, ss: 

I, Barbara Gene Coster (nee Yavitch), now 24 years of age and r 
the city of Chicago, county of Cook, and State of Illinois, being duly 
oath deposeth and say: ; 

That during the month of April 1951 I was residing at Kisufim, Isrea ’ 
was a member of the Kisufim Agricultural Farm. 

That I came to reside with this group through the following circumsta 
As a Jewess, being interested in creating a state for oppressed people and ha 
learned that they were in need of persons trained in agriculture, I studied d 
management in the United States. After my period of training I offer 
services to the aforementioned group until such time as others could be 
in my place. 

That all members of this group were actively solicited to vote in the na 
elections; that, being out in the Negev, a rural area, [ made inquiry and 
informed and did firmly believe that any action of this sort by a person of Ji 
descent intending to return to his home country, as I did, would have no 
or effect on his or her citizenship but. would only strengthen the State of Isr 
as a democratic home for stateless Jews; that, I relied on the accuracy 
correctness of this information given me by persons of apparent authority 

That, had I been properly informed, [ would not have voted as it was not 
intention to relin juish my American citizenship or to remain in Isreal. 

That I always intended to return to the land o° my birth a‘ter giving so 
measure of assistance as an agricultural aid to the new country. 
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at I was ignorant of the law and the effect that voting would 
ed States citizenship; further, I was mislead and misinfort 
rent authority as to the effect of my action 
at had I been correctly informed I would 
ther deponent saveth not. 


seribed and sworn to before 


} 
ALI 


Congressman Edgar A. Jonas 
Barbara Gene Coster (nee Yavitch 
Re Data concerning Barbara Gene Coster. 
Name: Barbara Gene Coster. 
Address: 7429 North Greenview Avenue, ( hicago, 
07 
\larital status: Married to Emanuel Coster, a citizen 
Netherlands, at Nes-Ziona, Israel, on October 30, 1951 
inuel Coster is residing in England 
Date of birth: February 11, 1928, at Chicago, IIl. 
Parents: Both parents citizens of the United States of America. 
eased, and father, Harry Yavitch, resides at 7600 North Bosworth 
xo, Ul. 
tatus: In the United States on a passport of Kingdom of tl 
ls (No. 952894) and visitor’s permit, United States of America No. 
dd July 4, 1952, for 30 days through August 3, 1952. On 
an extension to November 3, 1952, was granted: thereafter , 
Kel 1953, was granted by the immigration auth 
vas born to Barbara Gene Coster in Chicago, 
named Joel Cr ster, certificate of birth No. 112—52-65861 a. 
History of loss of citizenship: Barbara Gene Coster went to Israel in February 
50 as a member of a group to work on a communal farm. On or about April 
451 she voted in the national elections of Israel. Later, in January 1952, upon 
plication at the United States consulate in Tel Aviv, Israel r renewal of her 
it¢ d Stat Ss passport, she was informed of the loss of he r Unite Sta S ecitizer - 
ip due to voting in the national elections of Israel 
In order to secure visa to visit family in Chicago, Ll., United 
acquired a Netherlands passport on the strength of being ma: 
the Kingdom of the Netherlands 
Remarks: It is desired that Barbara Gene Coster be restored to citizenship 
f the United States through the instrumentality of private bill or other legal 


eans. 


Upon consideration of all the facts in this case, the committee is of 
the opinion that H. R. 3026 should be enacted and accordingly 
recommends that the bill do pass 
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MRS. OLYMPIA CUC 


95. 1954.—Committed to the Committee of the Whole House and ordered 
to be printed 


\liss Tuompson of Michigan, from the Committee on the Judiciary 
submitted the following 


REPORT 


[To accompany H. R. 3038] 


The Committee on the Judiciary to whom was referred the bill 
H. R. 3038) for the relief of Mrs. Olympia Cuc, having considered 
the same, reports favorably thereon without amendment and recom- 
mends that the bill do pass. 


PURPOSE OF THE BILL 


lhe purpose of this bill is to grant the status of permanent residence 
he United States to Mrs. Olympia Cue. The bill also provides for 
payment of the required visa fee and for an appropriate quota 


luction. 


GENERAL INFORMATION 


Mrs. Olympia Cuc, the beneficiary of this bill, was also the bene- 

iry of a bill pending during the 82d Congress which was approved 

the House of Representatives on July 1, 1952. The pertinent facts 
in the case were contained in House Report 2252, 82d Congress, and 
are reprinted below. 


SEPTEMBER 7, 1951 
EMANUEL CELLER, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D. C 
My Dear Mr. CuHarrMan: This is in response to your request for the views of 
Department of Justice relative to the bill (H. R. 2601) for the relief of Mrs. 
Cue, an alien. 
bill would direct the Attorney General to cancel deportation proceedings 


st Mrs. Olympia Cue and would provide that she shall not again be subject 


leportation by reason of the same facts. It would also provide that she shall 


42007 
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be considered to have been law ulls admitted to the United States for per 
residence 
The file s of 


disc lose thet 


Immigration and Neturelization Service of this De par 
rs. Cue, a citizen of Canad: was born In Winnipe og M 








( l2, on February 13, 1923. She last entered the United States at D 
Mich., on November 29, 1947, under Public Law 271, 79th Congress, e 
Charles Cuc. a citizen of the United Ste.tes and World War II veteran. 8 


dmitted for permanent residence On May 17, 1950, a warrant of 





deportetion proceedings wes issued against her, charging that she was ill 

the | ted Stetes violstion of the Immigratio Act of February 5, 1917 
ie 2dmits thet she committed e felony or other crime or misdem«e 

more. turpitude prior to entry into the United States, namely, theft, and 1 

was convicted of thet offense prior to entry \fter 9, hearing it was recon 

that she be deported to Canada Proceedings to enforce her departure, | 

were ordered held in advance pending consideration of H. R. 8972, Sist ¢ 


nd this bill 
The files further reflect that in June 1943 Mrs. Cue, who was then O 

Cis tes, gave birth to a child out of wedlock, th t she Wes charged In cou 

nonsupport of the child about a month after its birth, and that she was ther 


give , SuSpe ided sentence and ordered to pay a certain specifi ‘d amo 
the court each week for the child’s support. It appears that since she 
then employed she borrowed money from friends to make these paymer 
to pav doctor’s bills. To meet her finenciel demands she borrowed from 
her feather wes allegedly saving to give her later. She took about $720 fr 
father at various times when he was awav from home. On December 20, 





she was convicted of theft in Hamilton, Ontario, and was sentenced te 
indefinite period, not to exceed 12 months, ina reformatory. The record i 
that she was paroled after serving about 5 months of her sentence and t 
nothing contained i the record to indicate that she hes been in other diff 
Mrs. Cue resides with her husband, to whom she was married in 1947, in D 
Mich. She is employed at the Health Founding where she earns $176 a 
Her husband is employed at the Ford Motor Co., earning about $85 a weel 
also receives $45 2 month from the United States Government beca 
disability incurred while in the United States Armv during World War I] 
Because of the alien’s conviction in Canada of the crime of theft prior to « 
she is now subjeet to deportetion under the act of February 5, 1917, which 
clude = from admis ion to the U ite 1 Stetes per ms who hs ve been convict 
or who admit the commission of crimes involving moral turpitude prior t 
In the absence of speci J legislation, she cannot be permitted to remal 
United States 





W het he rm under the circumstanees in this case, the general provislor 


immigration laws should be waived presents a question of ligislative policy 
hich this Department prefers not to make any recommendatt 


Yours sincerely, 


PEYTON Forp 
Deputy Attorney Ger 


HAMILTON, OnTARIO, February 24, 19 
Hon. Georce D. O’Brien, 
House of Representatives, Washington, D. C. 

Drar Mr. O’Brien: I have been informed that a bill has been introduc 
the House of Representatives by you on February 12, 1951, for the relief of 
daughter, Mrs. Olympia Cuc, for permanent residency in the United Stat 
America. 

(At the time that charges were brought against my daughter for theft of 1 
from our home by my wife, I was working out of town. My wife brought this 
charge against my daughter in order to frighten her and make her realiz 
seriousness of what she had done. If I had been at home, no charges would ! 
been made as this was a family matter, and I am sure it would have been straig! 
ened out. Naturally, my wife was very much upset and did not realize just what 
she was doing. On my return, I tried to have the charges dropped, but it was t 
late. 

We regret very much that she had to serve a term in the reformatory and that 
that mark is still against her. [did what was left todo. I had her brought hou 
on parole after she served approximately 3 months, and she has served out her 12 
months of parole faithfully at home. 
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My wife and I are very much upset that she still has to suffer for her past mis- 
ike and ours. We know that my daughter and her husband’s marriage is a very 
good and happy one and we do not want to see them separated in any way 
For this reason and for the fact that we feel sure that my daughter can and 
will become as good a citizen of the United States as her husband, we ask you to 
press for favorable action in the House of Representatives for the relief of my 
ghter, Mrs. Olympia Cue. 
Sincerely yours, 
FreED GATEs. 
Sworn before me this 24th day of February 1951 that Fred Gates is the father of 
the above-mentioned Mrs. Olympia Cue 
Crayton T. GLEDHILL, 
Justice of the Peace 


DisaBLep AMERICAN VETERANS, 
Detroit 32, Mich., March 24, 1950. 
Hon. GeorGce D. O'BRIEN, 
House of Representatives, Washington, D. C. 

DeAR REPRESENTATIVE O’BrieN: Attached hereto vou will find letter by 
Edward P. O’Connor, dated March 23, 1950, which is self-explanatory. Mr. 
0’Connor has become very interested in the welfare of Charles Cue and his wife 
Olympia, who live in Detroit at 640 Delaware Street. 

The general information in this case is as follows: When the veteran’s present 
wife was 20 years of age she was charged with theft of certain money from her 
parents. Her mother insisted on prosecuting and she was sentenced to 12 months 
in Hamilton, Ontario. After serving 3 months the sentence was suspended. 

The veteran, Mr. Cue, is a Detroit resident, met this girl in Detroit while she 
was visiting relatives. Her maiden name was Olympia Gates. On November 
29, 1947, they were married in Hamilton, Ontario, and she has been living in 
Detroit since that time. When she came to Detroit she stated that she did not 
have any criminal record. However, the theft above referred to was disclosed 
when she was applying for final citizenship papers. ‘The Immigration Depart- 
ment claim that they are without authority to admit her and states that she must 
be deported. 

There is a possibility that the Immigration Department would defer deporta- 
tion proceedings on the basis of a bill being introduced in Congress which would 
make it possible for Mrs, Cue to be granted citizenship papers. We appreciate 
that it may be unusual for Congress to introduce individval bills of this nature. 
However, we shall appreciate very much your giving the matter your considera- 
tion and, if possible, introduce a bill forwarding Mr. Cue a copy of same. If you 
require additional information, may we suggest that you contact Charles Cue at 
640 Delaware Street, apartment 212, Detroit 2, Mich. 

\ complete report of this case will be forwarded to the Attorney General’s 
Office. Do you believe it is possible for his office to intercede in any way? 

Yours very truly, 
Sypney J. ALLEN 
National Service Office 


Detroit, Micu., February 27, 1951. 
Hon. Grores D. O’BrIEN, 
House of Representatives, Washington, D. C. 

DeaR REPRESENTATIVE O’BRIEN: I am writing on behalf of my wife, Olympia 
Cue, against whom an order of deportation was entered on January 29, 1951. 

I met my wife, Olympia, when she was visiting her uncle in Detroit. Before 
our marriage, my wife explained to me about the difficulty she had in Hamilton, 
Ontario, in 1943, and I assured her that did not alter my affection for her in any 
way, that I still loved her and wanted her to be my wife. 

In 1949, I became ill from service-connected disability and was unable to work 
for over a year. During this time, my wife attended business school in between 
taking care of me and maintaining our home. Upon completing her course in 
business school, she obtained a position, and of course, I am also back to work 
at my job as a tool and die maker at the Ford Motor Co., and together we are 
endeavoring to pay the debts that were incurred during my illness and to make 
way for the future. 
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If we were to be separated, we would both suffer undue hardship, inasmuch as 
our marriage and home is a very happy one, not to mention the fact that the up. 
keep of two households, here and in Canada, would be an added handicap. 

In view of these facts, once again on behalf of my wife, Olympia, and myself, | 
ask that she be allowed to remain and become a citizen of the United States go 
that we may continue to keep on having a happy marriage and a good one, 

Sincerely, 
CHARLES Cur 

Subscribed and sworn to before me this 28th day of February 1951. 


ALFRED M. WoLENBURGH, 
Notary Public, Wayne County, Mici 


My commission expires May 20, 1953. 


—_———— 


CaTHoLtic WELFARE BUREAU 


HAMILTON, ONTARIO 
Hon. Grorce D. O’Brien, 
House of Representatives, Washington, D. C. 

HoNORABLE Sir: I have been approached by Mr. Charles Cuc of Detroit, 
Mich., in the matter of the immigration proceedings of his wife, the former 
Olympia Gates 

I have known Olympia Gates Cuc for a matter of some 10 years. I was well 
acquainted with her difficulties in 1943 when she was arrested for theft of money 
from her father. I have never regarded this act as the usual type of criminal 
offense. I was always convinced that it was a family disturbance and emotional 
upheaval resulting from domestic problems. Olympia Gates was never considered 
by me to be essentially dishonest or a real thief. In the many dealings I have 
had with Olympia, I found her most cooperative and I considered her readjust- 
ment to be almost perfect. At the time of her marriage in 1947, I honestly 
believed that Olympia was worthy of every trust and confidence. Now I am 
sure of it. 

I do not hesitate to recommend to you and to the House of Representatives 
that every possible consideration be given this case. Olympia Gates Cuc will be 
an ideal citizen of United States. 

Sincerely yours, 
CatHotic WELFARE BUREAU, 
Rev. THomas P. BRENNAN, Director 


Mr. O’Brien of Michigan, the author of this bill, as well as the bill 
pending in the 82d Congress, appeared before a subcommittee of the 
Committee on the Judiciary and urged favorable consideration of his 
measure. 

Upon consideration of all the facts in this case, the committee is of 
the opinion that H. R. 3038, should be enacted and accordingly 
recommends that the bill do pass. 
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to be printed 


Miss THompson of Michigan, from the Committee on the Judiciary, 
submitted the following 


REPORT 


(To accompany H. R. 3131] 


The Committee on the Judiciary to whom was referred the bill 


(H. R. 3131) for the relief of Wesley Howard Leahy, having considered 
the same, report favorably thereon with amendment and recommend 
that the bill do pass. 

The amendment is as follows: 

On page 1, line 7, after the words 
remainder of the bill. 


‘required visa fee.”’ strike out the 
PURPOSE OF THE BILL 


The purpose of this bill, as amended, is to grant the status of per- 
manent residence in the United States to Wesley Howard Leahy, a 
native and citizen of Canada, who was convicted of a crime involving 
moral turpitude, and who is the husband of a United States citizen. 

The bill has been amended to delete the quota charge, since natives 
of Canada are nonquota immigrants. 


GENERAL INFORMATION 


The pertinent facts in this case are contained in a letter dated 
July 21, 1953, from the Acting Commissioner, Immigration and 
Naturalization Service, to the chairman of the Committee on the 
Judiciary. The said letter, and accompanying memorandum, reads 
as follows: 
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DEPARTMENT OF JUSTICE, 
IMMIGRATION AND NATURALIZATION SERVICE, 
July 21, 1958. 
Hon. Cuauncry W. REeEp, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D. C. 


Dear Mr. CuarrMan: In response to your request of the Department of Just 
for a report relative to the bill (H. R. 3131) for the relief of Wesley Howard Leah 
there is annexed a memorandum of information from the Immigration and 
Naturalization Service files concerning the beneficiary. 

The bill would grant the alien permanent residence in the United States upo; 
payment of the required visa fee. It would also direct that one number be d 
ducted from the appropriate immigration quota. 

As a native of Canads, Mr. Leahy is not subject to the quota limitations 
the Immigration and Nationality Act He is, however, subject to deportatio 
from the United States as an alien who hes been convicted, prior to entry, o 
crimes involving morel turpitude. If, under all the circumstances, the committe 
decides to recommend the granting of permanent residence to the alien, 
suggested that the bill be amended by striking out the lest sentence and adding 
the following: 

“That the Attorney Generel is directed to cancel any outstanding warrant and 
order for the deportation of the said Wesley Howard Leahy as well as the deporta- 
tion proceeding heretofore instituted ageinst him. The said Wesley Howard 
Leahy shall not hereafter be excluded or deported from the United States | 
reason of any facts upon which such deportation proceeding was based.” 

Sincerely, 
B. G. HABBERTON, 
Acting Commissioner. 


MEMORANDUM OF INFORMATION FROM IMMIGRATION AND NATURALIZATION 
SERVICE Fires Re Westey Howarp Leany, Benericiary oF H. R. 3131 


Wesley Howard Alphonse Leahy, a native and citizen of Canada, was born o1 
October 3, 1921. He has made frequent visits to the United States and last 
entered on November 15, 1946, at Detroit, Mich., when he was admitted as a 
visitor for a period of 2 weeks. He has remained in this country since that time 

Deportation proceedings were instituted against the alien on July 16, 1947, 
on the grounds that he had remained in the United States for a longer time tha: 
permitted and that he had been convicted of a crime involving moral turpitude 
prior to entry, namely, breaking and entering with intent to steal. In the course 
of the proceedings the additional charge was lodged against the alien that, he had 
been convicted of a crime involving moral turpitude prior to entry, namely, 
larceny. On June 11, 1951, the Commissioner ordered the alien’s deportation o1 
the three grounds referred to. His appeal from this order was dismissed by the 
Board of Immigration Appeals on December 7, 1951. 

On May 23, 1940, Mr. Leahy was convicted on a plea of guilty in the Magis- 
trate’s Court, Beaukarnois, Province of Quebec, Canada, of the offense of breaking 
and entering with intent to steal. He served a 3 months’ sentence for this offense. 
According to the alien, he and a friend were engaged in a fight with several others 
in front of an oil station. During the scuffle a window was broken and they wer 
thereafter charged with breaking and entering with intent to steal. He claims 
that he thought he was pleading guilty only to breaking the window and that 
there was no intent to steal. 

On December 31, 1945, the alien was convicted on a plea of guilty in the Court 
of Summary Jurisdiction, Birmingham, England, of larceny of £10 on December 
22, 1945. He was fined £5. 

Mr. Leahy was graduated from the Huntingdon, Quebec, High School in 1937, 
and thereafter served an apprenticeship in electrical training. He enlisted in 
the Canadian Army in January 1941, served in Canada for 10 months, and then 
was sent to England. He stated that he had 30 months of combat duty and that 
he was wounded three times. Upon his return to Canada in January 1946 
he was hospitalized several months. 

The conviction for larceny in England occurred while he was awaiting trans- 
portation to Canada after the war. It is his contention that he was not guilty 
of the theft, but that he elected to plead guilty and pay a small fine rather than 
to wait several months for a trial and to ask his fellow soldiers who were also 
scheduled for demobilization to stay on as witnesses for him. 
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On February 14, 1946, Mr. Leahy was married in Huntingdon, Quebec, to 
Miss Rosalie Antoinette Dobes, who was born in Chicago, Ill. Mr. and Mrs. 
Leahy are presently residing in Chicago, where Mr. Leahy is employed by the 
Goss Printing Co. as an electrician, earning $3.03 an hour. Mrs. Leahy is also 
employed and they are supporting Mrs. Leahy’s invalid mother, who is 75 years 
of age and resides in their home. 

Mr. Leahy’s parents and one sister reside in Quebec. He has one sister and 
several uncles in the United States. 


Mr. O’Hara of Illinois, the author of this bill, appeared before a 
subcommittee of the Committee on the Judiciary and recommended 
the enactment of his measure. 

The committee files also contain the following letter from the United 
States citizen wife of the beneficiary of this bill: 


Cuicaao, Iuu., January 25, 1954 
ConGRESSMAN Lours E. GRAHAM, : 
House Office Building, Washington, D. C. 


Honorable CONGRESSMAN GRAHAM: We are two desperate people who need 
your help—and you are the power who can help us. We pray with all our hearts 
that you will. 

We have a bill in Congress that if passed will permit my husband to stay in the 
United States. If you help pass this bill you will give us our first break for a 
normal and completely happy marriage. A marriage free of tension and indeci- 
sion—a life free of fear—a fear that has grown so strong over the years that some 
day our home will be broken up and my husband must return to Canada. 

| wonder if folks like you ever realize what it is really like to be afraid to open 
your mailbox in fear that you will find a letter stating that your husband must 
be deported—and each time come up fighting with all you’ve got and postpone 
this drastic measure for just a little while longer and live again in fear that soon 
it will happen again. We have never stopped hoping or praying that we will win 
and we’ve just got to win—so please help us. 

Ours is a sort of mixed up case—almost unbelievable—but tragically true. 

When my husband was quite young he was charged with “breaking, entering, 
and theft” of a Shell Oil station in Huntingdon, Quebec. The case was heard 
in the Province of Quebec—in the Freneh language which my husband didn’t 
fully understand. His innocence has been proven when later the Shell Oil Co. 
wrote and really cleared my husband by stating that there had been no breaking 
in or any theft—only a window was broken during a melee just outside the 
station involving several boys. The cost of replacing the window amounted to 
about $2.36. You will find proof of these facts in our immigration file. 

Then on December 23, 1945, my husband was on leave in Birmingham, England, 
and while standing outside a pub, a girl came out of the pub and accused him of 
stealing some money from a jar or glass that was standing on the bar. (Mind 
you in full view and access of anyone in the pub.) He took her to the police 
station—he was searched and the money was not on his person. He was released 
on his own recognizance and ordered to report in 3 days for a hearing. He 
reported the case to his commander. Instead of getting legal aid his lieutenant 
was sent to the hearing with him. The hearing was held in a completely civilian 
court; the judge read the charge and then told my husband he would have to wait 
for the March assizes. At this time my husband was scheduled to be sent home 
after almost 5 years overseas. He did not want to stay—he was eager to get 
home and so were his witnesses, in fact they promptly refused to be held over till 
March. So the judge gave him an alternative—that he could plead guilty and 
pay a fine and he would be free to go. The lieutenant advised my husband to do 
this and he followed orders—pleaded guilty—paid a £10 fine and left never 
dreaming for one moment that this would have a tragic repercussion. 

He returned to Canede, in Jenuary 1946. We were msrried in February and 
& month after our merrisge he entered the Montres! Military Hospitsl to be 
operated on for wounds received in the war. He was hospitalized for almost a 
year and I lived in Cenade during that time. But you see I was the sole support 
of my mother, ho during this time lived on bonds I menaged to save throughout 
the war years. This setup wes all right until she had a heart aetts.ck and I had 
to return home. She needed me to take care of her and my husband needed me 
in Montreal. Finally things got so bad I reelly had to come home to take care 
of her. Shortly efter I sent for my husbend. He ceme here in hope that he 
could help straighten things out end we could return to Canadse. But my mom’s 
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health became worse and we sr.w no way out except to take our storv to the 
Immigration Department here in Chicago in hopes that we would be permitted 
a stay until our situation improved. This case has been pending now for 7 years— 
and we want to winit. Many have been sympathetic about our case. The record 
shows that; we win on three counts, but only the law involving moral turpitude is 
barring our way. If you help pass this bill, we cen win, and we’ll be ever grateful 

If vou will look into our record vou will find that the immigration investigetion 
proves my husband to be of good moral character, that he has done no wrong in 
all these years. He has been a good husband, supporting me and my mother 
He loves the States and wents to make it his home and we need him, my mother 
and I. 

He enlisted in the Canadian Army in January 1939, he came back in January 
1946. He spent most of the time fighting overseas, He was wounded 3 times, 
he has received several medals of merit. For the rest of his life he’ll suffer the 
results of the war, a right hand that is partially disabled. All this should be in his 
favor. He fought for our side, for things he believed right, and I believes he 
deserves a break. Please help him. 

I love my husband very much, and if he should lose this case and be deported 
I'd have to decide whether to forsake my mother and join my husband or whether 
to forsake my husband and take care of my mother. This is a problem for 
Solomon. How would you decide it? My mother is 76 years old, the doctor 
would not permit us to take her to Canada. Her heart is very bad and she may 
not have many more years to live. I couldn’t leave her and yet I do not want to 
end my marriage. Medical aid is expensive. I’d never make enough to pay 
all the bills. Economically we’d be in a very bad way. But most of all, don’t 
make me make a choice between my mother and my husband. You’ve just got 
to help us. These charges against my husband and which I know he’s innocent 
of can take away all he ever dreamed about and all he hoped and fought for. 
Believe me these 7 years have been tough on us, yet we have never stopped 
praying for a break or losing faith in the things America stands for. There must 
be someone who will understand and believe in us, and that is why I am writing 
to you, begging you with all my heart to help the Wesley H. Leahy immigration 
case. 

Please don’t forget us—please don’t just set this aside. Please try in any way you 
can to help us win our case, so that someday soon, I do not have to make a choice 
of leaving an aged and ailing mother, or losing a husband I love so very much. 

May God bless you for whatever you do to help us. 

Sincerely and every gratefully yours, 
Mrs. Rose LEany, 
(In behalf of my husband, Wesley H. Leahy). 


P.S. If you know of anyone else who could help us would you kindly put in a 
favorable word for us—we need all the help we can get. 

Upon consideration of all the facts in this case, the committee is of 
the opinion that H. R. 3131, as amended, should be enacted and 
accordingly recommends that the bill do pass. 
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KATHARINA LINK 


Marcn 25, 1954.—Committed to the Committee of the Whole House and ordered 
to be printed 


Mr. Hype, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany H. R. 3249] 


The Committee on the Judiciary, to whom was referred the bill 
(H. R. 3249) for the relief of Katharina Link, having considered the 
same, report favorably thereon with amendment and recommend that 
the bill do pass. 

The amendment is as follows: 

On page 2, line 11, after the word “sections” strike out “241 and 
242” and substitute “‘242 and 243’’. 


PURPOSE OF THE BILL 


The purpose of this bill, as amended, is to waive one exclusion 
clause of our immigration laws, concerning the commission of a crime 
involving moral turpitude, in behalf of the fiance of a United States 
citizen serviceman. 

The bill has been amended to correct an error in drafting. 


GENERAL INFORMATION 


The pertinent facts in this case are contained in a letter dated 
January 20, 1954, from the Commissioner, Immigration and Natural- 
ization Service, to the chairman of the Committee on the Judiciary. 
The said letter, and accompanying memorandum, reads as follows: 


&: DEPARTMENT OF JUSTICE, 
£ " IMMIGRATION AND NATURALIZATION SERVICE, 


: January 20, 1954. 
Hon. CHaun Watts ep 


Chairmayg ommittee on the Judiciary, 
House of Representatives, Washington, D. C. 

Dear Mr. CHarrMaNn: In response to your request of the Department of 
| Justice for a report relative to the bill (H. R. 3249) for the relief of Katharina 
: 4200T 
a 
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Link, there is attached a memorandum of information concerning the beneficiary 
This information has been prepared from the Immigration and Naturalizatigy 
Service files relating to the beneficiary by the Spokane, Wash., office of this 
Service, which has custody of those files. 

The bill would waive the provision of the Immigration and Nationality Ag 
which excludes from admission into the United States aliens who have previously 
been convicted of committing crimes involving moral turpitude. The bill woujq 
provide for her entry as a temporary visitor for 3 months if found otherwige 
admissible and she establishes to the satisfaction of administrative authorities 
that she comes here with the bona fide intention to marry Sgt. Richard T Tyler 
of the United States armed services. z 

The bill is intended to grant the alien permanent residence within the United 
States if her marriage to Sergeant Tyler is accomplished within 3 months from 
the date of her entry and upon the payment by her of the required visa fee, 

Sincerely, 
A. R. Mackey, Commissioner 


MEMORANDUM OF INFORMATION FROM IMMIGRATION AND NATURALIZATIOX 
Service Fires Re Karuarina Link, BENEFIcIARY oF H. R, 3249 


The beneficiary who is unmarried presently resides at Badst No. 1 (Bei Glertel) 
Bayreuth, Germany. She is a native and citizen of Germany, born on May | 
1927, at Freiahorn, Bavaria, Germany. Her sponsor and fiance, Richard Thomas 
Tyler, age 30 years, a native and citizen of the United States, is now serving 
overseas with the United States Army. Within a short time he expects that his 
overseas duty will terminate and that he will return to this country. It is their 
respective desires that the beneficiary come to this country with a view to accom. 
plishing their marriage. 

Mr. Floyd Tyler, Mr. Arthur Tyler, and Mrs. Merrlee Longmire, father, 
brother, and sister respectively of the sponsor, each residing at Ellensburg, Wash, 
have never seen the beneficiary; however, from documentary evidence made 
available to them by the sponsor they have furnished the following information 
concerning the beneficiary: 

Katharina Link attended public schools at Peggendorf and at Bayreuth, 
Germany, from 1932 to 1944, She has resided at Pegnitz, Wallstedt, Mannheim, 
and Bayreuth, Germany, since 1927. From October 1941 to May 1948 beneficiary 
was employed at Bayreuth and Bambergen, Germany, as a housekeeper and a 
a sewing-machine operator. Photocopy of a document in the German language 
with certified English translation attached titled “Information out of register of 
punishment from the public prosecutor in Bayreuth, Germany,’’ was presented 
for perusal and disclosed that Katharina Link was fined 10 marks on July 12, 
1948, on account of theft, and that she was again assessed a fine of 30 marks on 
November 28, 1949, on account of embezzlement. Also presented was the bene 
ficiary’s German birth record and a photocopy of the official birth registration 
of the sponsor who was born on December 7, 1923, at Lake City, Iowa. 

The three members of the sponsor’s family above referred to have stated that 
the sponsor has no real property or income other than his Army pay. They are 
persons of moderate means and they have expressed their willingness and ability 
to unite their financial resources in support of a guaranty that the beneficiary 
will not become a public charge in the United States. Mr. Floyd Tyler stated 
that the sponsor has been married twice previously, that said marriages of his 
son were terminated by divorce in each instance, that no children were born to 
either marriage, and that no alimony was allowed to either of sponsor’s former 
wives. Final decree of the sponsor’s divorce from his second wife Rosetta M. 
Tyler, granted at Pocatello, Idaho, on April 5, 1948, was presented for perusal. 

Mrs. Merrlee Longmire, sponsor’s sister at Ellensburg, Wash., and her husband 
have a large home and no children, and they have arranged to have the beneficiary 
stay with them upon her arrival in this country. The Longmires are each working 
and their joint annual income amounts to approximately $6,000. 


Upon consideration of all the facts in this case, the committee is of 
the opinion that H. R. 3249, as amended, should be enacted and 
accordingly recommends that the bill do pass. 
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SISTER IOLANDA SITA, SISTER GUERRINA BRIOLI, SISTER 
PASQUALINA COPPARI, SISTER ANNA URBINATI, SIS- 
TER IDA RASCHI, AND SISTER ELVIRA P. MENCARELLI 


Marcu 25, 1954.—Committed to the Committee of the Whole House and ordered 
to be printed 


Mr. Granam, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany H: R. 3903] 


The Committee on the Judiciary, to whom was referred the bill 
(H. R. 3903) for the relief of Sister Iolanda Sita, Sister Guerrina 
Brioli, Sister Pasqualina Coppari, Sister Anna Urbinati, Sister Ida 
Raschi, and Sister Elvira P. Mencarelli, having considered the same, 
reports favorably thereon without amendment and recommend that 
the bill do pass. 

PURPOSE OF THE BILL 


The purpose of this bill is to grant the status of permanent residence 
in the United States to six Roman Catholic nuns, who are natives and 
citizens of Italy. The bill also provides for the payment of the re- 
quired visa fees and for the appropriate quota deductions. 


GENERAL INFORMATION 


The pertinent facts in this case are contained in a letter dated 
November 25, 1953, from the Commissioner, Immigration and 
Naturalization Service, to the chairman of the Committee on the 
eee The said letter, and accompanying memorandum, reads 
aS IOLLIOWS: 


42007 





2 SISTER IOLANDA SITA AND OTHERS 


Unitrep Srares DEPARTMENT OF JUSTICE, 
IMMIGRATION AND NATURALIZATION SERVICE, 
Washington D. C., November 25, 1953 
Hon. Cnauncky W. ReEeEp, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D. C. 

Dear Mr. CuarrRMan: In response to your request of the Department 
Justice for a report relative to the bill (H. R. 3903) for the relief of Sister Iolanda 
Sita, Sister Guerrina Brioli, Sister Pasqualina Coppari, Sister Anna Urbinats 
Sister Ida Raschi, and Sister Elvira P. Mencarelli, there is annexed a memorandyp 
of information from the Immigration and Naturalization Service files concerning 
the beneficiaries. 

The bill would grant the aliens permanent residence in the United States up 
payment of the required visa fees. It would also direct that six quota numbers |y 
deducted from the appropriate immigration quota. 

The aliens are chargeable to the quota for Italy. 

Sincerely, 
A. R. Mackey, Commission 


MEMORANDUM OF INFORMATION FROM IMMIGRATION AND NATURALIZATION 
Service Fites RE Sister IOLANDA Sita, SrsTeER GuERRINA BRIO LI, SisteR 
PASQUALINA CoppaRI, S1isteR ANNA URBINATI, Sister Ipa Rascut, np 
Sister Exvvira P. MENCARELLI, BENEFICIARIES oF H. R. 3903 


The aliens, Sister Iolanda Sita, Sister Guerrina Brioli, Sister Pasqualina Coppar 
Sister Anna Urbinati, Sister Ida Raschi, and Sister Elvira P. Mencarelli, are a! 
natives and citizens of Italy. They are all members of a Catholic order of nuns 
whose motherhouse is the Instituto Maestre Pie dell’ Addolorata, Via Bonaccosa 
16, Borgata, Torreyecchia, Rome, Italy. 

The Sisters were all admitted to.the United States at New York on September 
7, 1951. They were granted séveral extensions of temporary stay, the last of 
which expired April 28, 1953. Because of their failure to depart at the expiratior 
of their authorized stay they are considered to be unlawfully remaining in the 
United States. 

All of the Sisters were sent to the United States by ther Morther Superior ona 
temporary religious mission. They have either been assigned to teaching ir 
Negro schools in isolated areas near Cottonport, La., or have been assigned t 
duties at the Don Bosco’s Boys’ Home in Cottonport, which is an orphanage for 
boys too large for ordinary orphanages. All of the aliens reside at the orphanage 
in Cottonport. 

The sponsor of this bill is Bishop Charles P. Greco, the Roman Catholic Bisho 
at Alexandria, La., under whose sponsorship the immigration status of 12 other 
nuns from Italy was adjusted by private legislation, 


Representative Long, the author of this bill, Representative Willis, 
and Bishop Charles P. Greco, appeared before a subcommittee of the 
Committee on the Judiciary and recommended the favorable con- 
sideration of this bill. 

In addition Bishop Greco submitted the following letter in support 
of the measure: 

BisHop’s RESIDENCE, 
Alexandria, La., March 13, 1954 
House COMMITTEE ON THE JUDICIARY, 
House Office Building, Washington, D. C. 
(Attention Mr. Louis R, Graham.) 


Dear Sirs: I refer to bill H. R. 3903, which Congressman George S. Long has 
introduced for the benefit of six nuns, whose names are as follows: 
1. Sister lolanda Sita 


2. Sister Guerrina Brioli 

3. Sister Pasqualina Coppari 
4. Sister Anna Urbinati 

5. Sister Ida Raschi 


6. Sister Elvira P. Mencarelli 
1 hereby declare that these six nuns entered the United States lawfully as 
bona fide visitors. 
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That since their entry I have engaged them as teachers in Negro schools and 
house mothers in our Don Bosco’s Boys Home. 

That it is impossible to replace them, because of the serious shortage of Sisters 

our country, and the said institutions which are doing a magnificent service 
to our Negro children and to the homeless boys referred to would be woefully 
handicapped if these Sisters were withdrawn. 

The shortage of Sisters is so acute that we have three other schools in this 
liocese recently completed but not yet opened to the children waiting, because 
we cannot obtain Sisters in this country to operate them. 

Thanking you for your very kind consideration, I have the honor to be 

Respectfully yours, 
Cuar_es P. Greco, Bishop of Alerandria. 


Upon consideration of all the facts in this case, the committee is of 
the opinion that H. R. 3903, should be enacted and accordingly 
recommends that the bill do pass. 
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NAHI YOUSSEF 


D \farcn 25, 1954.—Committed to the Committee of the Whole House and ordered 
to be printed 


\ir. Hypr, from the Committee on the Judiciary, submitted the 
following 


REPORT 
(To accompany H, R. 4236] 


The Committee on the Judiciary, to whom was referred the bill 
H. R. 4236) for the relief of Nahi Youssef, having considered the 
same, report favorably thereon with amendments and recommend 
that the bill do pass. 

The amendments are as follows: 

On page 1, lines 3 and 4, strike out “immigration and naturalization 
ws’ and substitute “Immigration and Nationality Act’’. 

On page 1, line 7, strike out the words “‘and head tax’’. 


PURPOSE OF THE BILL 


The purpose of this bill, as amended, is to grant the status of per- 
manent residence in the United States _to Nahi Youssef, a native and 
tizenof Syria. The bill also provides for the payment of the required 
isa fee and for an appropriate quota deduction. 

The bill has been amended to conform with the language of the 
Immigration and Nationality Act. 


GENERAL INFORMATION 


The pertinent facts in this case are contained in a letter, dated 
January 19, 1954, to the chairman, Committee on the Judiciary, from 
the Commissioner of the Immigration and Naturalization Service. 
(he said letter, and accompanying memorandum, reads as follows: 








YOUSSEF 


DEPARTMENT OF JUSTICE, 
IMMIGRATION AND NATURALIZATION SERvicg, 
January 19, 1954 
Hon. CHauncey W. REED, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D. C. 

Dear Mr. CnarrMan: In response to your request of the Departn 
Justice for a report relative to the bill (H. R. 4236) for the relief of Nahi \ 
there is annexed a memorandum of information from the Immigration 
Naturalization Service files concerning the beneficiary. 

The bill would grant the alien permanent residence in the United States 
payment of the required visa fee and head tax. 
number be deducted from the appropriate immigration quota. 

It should be noted that the Immigration and Nationality 
the payment of the head tax. 

The beneficiary is chargeable to the quota for Syria. 

Sincerely, 


It would also direct that a 


Act does not requir 


Commissions 


IMMIGRATION AND NATURALIZATION 
Service Fires Re Nant YousskEr, BENEFICIARY OF H. R. 


MEMORANDUM INFORMATION 


According to the records of this Service, the correct name of the beneficiar 
Iskandar Youssef 
was born October 
of that country. 


Nahi Shaheen. 
at Majdal-Chams, Kuneitra, Syria, and is a citi; 
She entered the United States at New York City by plan 
November 21, 1950, as a visitor under section 3 (2) of the Immigration Act ; 
1924, and was admitted for a period of 60 days. 
received two extensions of stay, the last one until July 21, 1951. 
application was denied, but she was given until December 29, 1951, to depart 
failing which deportation proceedings Were instituted. 
her voluntary departure in lieu of deportation 
Joard of Immigration Appeals, Department of Justice, which was dismissed 
September 30, 
Miss Youssef stated that she attended school in Syria, receiving an ¢ 
vears of high school in the United States 
ed father and mother, who are perma 
1338 Cleveland Avenue NW., Can 
Shaheen, are naturalized 
One brother served in the United States Army during World War 
and her mother and father receive an 
svria in the amount of about $100 or $150 per mont! 
that any additional money needed for her support is provided by her bi 
Toufeek Shaheen is said to own a dry 


She is also 


Miss Youssef applied for 


The hearing officer 
An appeal was made 


equivalent to She has never he 
employed 
residents of the United States, at 
Two brothers, 
is claimed that. the beneficiary 
from farm prop¢ 


goods store in North Canton and prop 
ier brother Shafeek Shaheen is employed by 
uncles of the Shaheens. 
beneficiarv takes exclusive care of her mother, who is a semi-invalid 


Brothers, Inc., It. is claimed ths 

Mr. Byrd, the author of this bill, appeared before a subcommitt: 
of the Committee on the Judiciary and testified in support of 
measure as follows: 

Miss Nahi Iskander Youssef, accompanied by her father and mother, ar 
Her parents were admitt 
Miss Youssef was admitted as a temporary visitor at 
denied and 


November 21, 
permanent residents. 
application for further extension of temporary stay 
short time she will be required to return to Syria. 
her parents, two brothers, and sister) are in the United States 
Miss Youssef, being the 


All ot her family 
permanently. They are residing in Canton, Ohio. 
unmarried child, has been a constant and vigilant nurse to her mother, w! 
If Miss Youssef is obliged to return to Svria, great hards! 


» suffered by her, as she will be required to live alone there. 


aged and ill 


In addition, Mr. Byrd submitted the following letters and 
ments in support of his bill 
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NAHI YOUSSEF 


CONGRESS OF THE UNITED STATES, 
House or REPRESENTATIVES, 
Washington, D. C., March 8, 1954. 
The Honorable Louts E, GraHam, 
House of Representatives, 
Washington, D. C. 

Dear Mr. CHatrRMAN: With further reference to H. R. 4236, my bill for the 
relief of Nahi Youssef, I wish to state that Miss Youssef’s uncles, N. A. Ammar, 
kK. A. Ammar, and 8. A. Ammar, d. b. a. Ammar Bros., Inc., own and operate 
12 department stores in West Virginia, Kentucky, and Virginia. These uncles of 
Miss Youssef have assured me that they will provide all support for Miss Youssef 
as long as she lives, if she is given permanent residence in this country, and they 
are willing to submit affidavits to this effect, if necessary. They promise that 
she will never become a ward of the Government in any way. They are presently 
supporting her and her aged parents 

Respectfully yours, 
toBERT C. Byrn, M. ¢ 

Beckutey, W. Va., March 8, 1954 
te Nahi Youssef, File No. V—1426552 
MMIGRATION AND NATURALIZATION SERVICE, 

Washington, D. C 

GENTLEMEN: In connection with H. R. 4236, introduced in the 83d Congress 
pertaining to Nahi Youssef, I am sending you this affidavit to guarantee that 
said Nahi Youssef will not become a public charge in the event such bill becomes 
Law 

My brothers, K. A. Ammar and S. A. Ammar, are in West Virginia today, 
itherwise they would have executed an affidavit similar to the one enclosed. If 
vou desire affidavits from them, I undertake to see that such affidavits are filed 
with you. The worth of each of my brothers is substantially equal to my own 

\ copy of the enclosed affidavit and this letter is being handed to Representative 
Robert C. Byrd of West Virginia, so that he may file it with the House Judiciary 
Committee before whom the above bill is now pending 

Very truly yours, 


I 
1 
| 


N. A. AMMAR 


Districr oF COLUMBIA, 
City of Washington, ss 

N. A. Ammar this day personally appeared before the undersigned notary public 
in and for the city and district aforesaid and being first duly sworn, upon oath 
ieposes and says: 

|. That he resides in Beckley, W. Va., and is over 21 years of age 

2. That he was born in Syria, but is presently a naturalized citizen of the 
United States. 

3. That he is an uncle of Nahi Youssef, a citizen of Syria, for whom H. R. 4236 
was introduced in the 83d Congress to permit her to remain permanently in the 
United States. 

1. That he has a brother named K. A. Ammar who resides in Bluefield, W. Va., 
and a brother, S. A. Ammar, who resides in Logan, W. Va., both of whom are 
naturalized citizens of the United States and uncles of the aforesaid Nahi Youssef 

5. That his total worth is in excess of $250,000, and his brothers are also of 

ibstantial means 

6. That he personally undertakes to support said Nahi Youssef in the event 


he is permitted to remain in the United States and he personally undertakes to 


fuarantee that he will provide all support for her as long as she live 


ill not beeome a publie charge because of lack of support 
N. A. AMMAR, 
Subseribed and sworn to before me this 8th day of March 1954 
FREDERICK S. Hiun, Notary Public 


My commission expires on the 31st day of May 1954 


Upon consideration of all the facts in this case, the committee is of 
the opinion that H. R. 4236, as amended, should be enacted and ac- 
cordingly recommends that the bill do pass 
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MRS. HELEN KON 


25, 1954.—-Committed to the Committee of the Whole House and ordered 


to be printed 


Mr. Waurrer, from the Committee on the Judiciary, submitted the 


following 


REPORT 
[To accompany H. R. 4510] 


The Committee on the Judiciary, to whom was referred the bill 
H. R. 4510) for the relief of Mrs. Helen Kon, having considered 
the same, report favorably thereon with amendments and reeommend 
that the bill do pass. 

The amendments are as follows: 

On page 1, lines 3 and 4, strike out “immigration and naturalization 
laws’ and substitute the words ‘Immigration and Nationality Act’’. 

On page 1, line 7, strike out the words “and head tax’, 


PURPOSE OF THE BILL 


lhe purpose of this bill, as amended, is to grant the status of 
permanent residence in the United States to Mrs. Helen Kon, a native 
Poland and a citizen of Great Britain. The bill also provides for 
payment of the required visa fee and for an appropriate quota 
deduction. 
The bill has been amended onform with the lan the 
ihe Dill bas been amended to contorm with the ! of the 


Immigration and Nationality Act 
GENERAL INFORMATION 


The pertinent facts in this case are contained in a letter, dated 
October 7, 1953, from the Commissioner, Immigration and Naturali- 
zation Service, to the chairman of the Committee on the Judiciary 
The said letter, and accompanying memorandum, reads as follows: 








2 MRS. HELEN KON 


DEPARTMENT OF Justi E, 
IMMIGRATION AND NATURALIZATION SERVICE 
October / 
Hon. Cuauncny W. Reep, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D. C. | 


Dear Mr. CuHarrMan: In response to your request of the Depart 
Justice for a report relative to the bill (H. R. 4510) for the relief of Mrs. } 
Kon, there is annexed a memorandum of information from the Immigrati 
Naturalization Service files concerning the beneficiary. 1 

The bill would grant the alien permanent residence in the United States 


nn} 

payment of the required visa fee and head tax. It would also direct d = 

number be deducted from the appropriate immigration quota. It should sent 

noted, however, that the Immigration and Nationality Act does not requi: 

payment of a head tax. Re } 

The quota of Poland, to which Mrs. Kon is chargeable, is oversubscribed Fins 
nonpreference applicants. 

Sincerely, 

A. R. Mackey, Commis D 

MEMORANDUM OF INFORMATION FROM IMMIGRATION AND NATURALIZ vs i 

Service Fines CoNceRNING Mrs. HELEN Kon, BENEFICIARY OF H. R. 4510 a 





Mrs. Helen Kon, nee Frankenberg, a native of Poland and a citizen of Gr 
Britain, was born on January 1, 1894. Coming from England, she last « 


the United States at the Port of New York on November 21, 1949, when she was ws 
admitted as a member of the family of an employee in an international organiza ri 
tion. Her daughter, Miss Helen Kon, was employed at that time by the | to p 
national Monetary Fund. Since then, however, Miss Kon was marri: mit 
Mr. Alfred Davidson, a United States citizen, and has resigned her positior of tt 
the International Monetary Fund. The beneficiary is therefore no longe1 ‘ runs 
taining her status. l nit 
Mrs. Kon, a widow, is presently residing in Falls Chureh, Va. She ow: busi 
operates the Colonial Gift Shop in Arlington, Va. Mrs. Kon stated that } does 
monthiv sales are $1,000 to $1,200. She visted the United States for s not 
weeks in 1947 or 1948. Her two daughters, who are both married, are permaner meal 


residents of the United States and reside in Falls Church. 





The alien completed high school in Poland and was married to Karol K m 
January 8, 1919. Mr. Kon owned a store and properties in Poland. He died Ing | 
1935. Mrs. Kon left Poland for England in 1939, where she resided until c¢ that 
to this country. She was employed in England as a traveling saleslady repr aces 
ing e number of firms dealing in costume jewelry and other fancy goods. Mrs 
has two brothers residing in London, England, and a sister in Geneva, Swit = 
She has no near relatives in Poland. . 

al 

Mr. Broyhill, the author of this bill, addressed the following lett 
to the Committee on the Judiciary in support of his measure: 

CONGRESS OF THE UNITED STATEs, 
Housb OF REPRESENTATIVES, 
Washington, D. C., April 80, 19 To | 
Miss Bessie M. Orcurt, I 
Chief Clerk, House Judiciary Committee, Pa 
House of Representatives, Washington, D. C. ; ¥ 

Dear Miss Orcurr: On April 13, 1953, I introduced a private bill on behal! Bou 
of Mrs. Helen Kon so that she may be considered to have been lawfully admit . 
to the United States for permanent residence as of the date of the enactment a fe 
H. R. 4510 Mrs 

Mrs. Kon came to America in November 1948, as the dependent of Mrs. Ire: I 
Kon Davidson, her daughter, who at that time was known by her maiden nan 
Miss Irene Kon. At the time of Mrs. Helen Kon’s entry to this country, 
came as a dependent under a 3(7) visa by virtue of the fact that her daughter was 
an employee of the International Monetary Fund. 

I am informed that Mrs. Ken has renounced her Polish citizenship, and | 
her property in that country has been confiscated. Mrs. Davidson, her da 
informs me t':at her mother is not sympathetic with the Communist rule, a To | 
that she would find it impossible and repugnant to live in her native count T 
Mrs. Kon’s only living relatives are 2 daughters, Mrs. Davidson and | other lad app! 


tion 
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ving in the United States. She would have no means of support it she were 
d to return to Poland. 

It will be greatly appreciated if you would do everything possible to expedite 

e clearing of my bill through your committee so that it may be considered by the 
House at an early date. 

Thanking you for your cooperation in this matter, I am with best wishes 
Yours sincerely, 


JoeL T. Broyuiut, M. C. 


In addition, the committee files contain the following letter and 
documents in support of this bill, which were submitted by Repre- 
sentative Francis E. Walter: 


, 


Fautus Caurca, Va., March 11, 1954. 
Re Mrs. Helen Kon. 
n. Francis E. WALTER, 
House Office Building, 
Washington, D. C, 

Dear CONGRESSMAN WALTER: This will confirm conversation with you of 
today with regard to the case of my mother, Mrs. Helen Kon, for whom H. R. 
4510 is presently pending before the House Immigration Committee. 

\s you are aware, I recently became a citizen of the United States and it is 
now possible for me to confer a preference status upon my mother. It is also 
true that my mother is a citizen of England and it is possible for her to return 
to England. 

However, as I explained to you, it would be an extreme hardship for my mother 
to proceed to England for the purpose of securing a visa and returning to the 
United States. This is due to two factors: First, my mother is the proprietor 
of the Colonial Gift Shop located at 2047 Wilson Boulevard, Arlington, Va. She 
runs the store herself without any assistance and if she is compelled to leave the 
United States for any appreciable time it will be necessary for her to close her 
business. She earns a living from her business by her income therefrom, which 
does not exceed $50 a week. I understand that normally consuls abroad will 
not process cases until the applicant is in their district. It would, therefore, 
mean that my mother would have to close her shop for 3 or 4 months in order 
to secure a visa in England. 

Secondly, she cannot afford the expense entailed in going to England and return- 
ing to the United States. Because of this financial hardship I respectfully urge 
that the private bill now pending for her relief be passed. There is truly no 
adequate way in which my mother can adjust her status administratively. 

I am enclosing several letters of recommendation which you may desire to 
consider in connection with this bill. 

[ am deeply grateful for the courtesies and consideration which you have at 
all times extended to me in this matter. 

Sincerely yours, 
IRENE DAVIDSON. 


GEORG Mason GREEN 
irlington, Va., July 14 

To Whom It May Concern: 

[ have had business relations with Mrs. Helen Kon for the past 10 months 
and believe her to be an excellent character 

Mrs. Kon is the proprietor of the Colonial Gift Shop located at 2047 Wilson 
Boulevard, Arlington, Va., and her rental account is handled through my office. 

This account has been most satisfactory and, since her business location is only 
a few doors from my office, I have observed a very fine business-like operation on 
Mrs. Kon’s part. 

I personally feel that Mrs. Kon would be a credit to our citizenship. 

Very truly yours, 
GEORGE Mason GREEN. 


ARLINGTON Trust Co., 
Arlington, Va., July 8, 1958. 
To Whom It May Concern: 
This is to advise that Mrs. Helen Kon has been a customer of this bank for 
approximately 2 years. During that time she has established an excellent reputa- 
tion with the bank. Her business is located at 2047 Wilson Boulevard, Arlington, 
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Va., and is known as the Colonial Gift Shop. She has operated this busine 
successfully for a period of 2 years. 
We feel that she is of excellent moral character and a good financial risk 


Very truly yours, I 
E. F. SHeRwoop, 
Vice President- Treasurer | 


Tue Rigas Nationa, BANK or WasuHincTon, D. C., 


Park Roap Brancu, ( 
July 22, 1953 the 
IMMIGRATION AND NATURALIZATION SERVICE, acco 


Washington 25, D.C. 

GENTLEMEN: We wish to advise that Mrs. Helen Kon was formerly a deposi 
of ours but sinee establishing her business in Arlington, has moved her acco 
to another bank. However, because of her very satisfactory relationship wit} 
this branch, we have continued to make loans to her which have been paid as 
agreed 

We feel that Mrs. Kon is one of our outstanding customers and we do not 
hestitate to recommend her for naturalization. 

Very truly yours, 
WituraAM A. Bryar.y, Jr 
Assistant Cashier and Assistant Manager 


JuLty 29, 195: 
To Whom It May Concern: 
The undersigned, Mrs. Lena 8. Lidji, of 9520 48th Avenue, College Park, Md. 
a citizen of the United States, hereby certifies that she has known Mrs. Hek 
Kon, of 1501 Patrick Henry Drive, Falls Church, Va., for the past 3 years and 
knows her to be a person of a very high moral standing, a kind and honest. person, 
and the undersigned firmly believes Mrs. Kon will be a very worthwhile citizen 


of the United States 
Lena 8. Linn 


EVERLAST, 

EXcLusIVE SELLING AGENTs, 

New York, N. Y., August 25, 195 
To Whom It May Concern 

Re Mrs. Helen Kon, Colonial Gift Shop, 2047 Wilson Boulevard, Arlington, Va 
We have dealt with Mrs. Kon for a number of years, and have found her t 
honest and of the highest moral integrity 
Yours very truly, 
EVERLAST, 
By L. M. Scunitzer, Presider 


Leo ScHLOSBERG, 
Washington, D. C., July 29, 194 


IMMIGRATION AND NATURALIZATION SERVICE, 
Washington, D. C 
To Whom It May Concern: 

It is my privilege and pleasure to recommend Mrs. Helen Kon who is desirous 
of becoming a citizen of the United States of America. 

I have known Mrs. Kon since 1951, and through my business and social contacts 
with her, I can heartily recommend that she is of excellent moral character. | 
am sure that she will uphold and maintain the American principles and traditions 
of the United States of America. 


Leo ScHLOSBER( 





MRS. HELEN KON 


CHAMBER OF COMMERCE OF THE UNITED STATEs, 
Washington, D. C., July 28, 1968. 
hom It May Concern 
[ have known Mrs. Helen Kon for 3 years and know her to be a person of 
stry and integrity. 
In my opinion she will make a fine American citizen and place a high value on 
at honor. 
HERBERT LIEBENSON. 


Upon consideration of all the facts in this case, the committee is of 
the opinion that H. R. 4510, as amended, should be enacted and 
accordingly recommends that the bill do pass. 
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LAW y RA R ‘ 
S3p CONGRESS t HOUSE OF REPRESENTATIVES REPORT 
No. 1425 


I] Session 


GIO BATTA PODESTA 


Marcu 25, 1954.—Committed to the Committee of the Whole House and ordered 
to be printed 


Mr. Hypg, from the Committee on the Judiciary submitted the 
following 


REPORT 


[To accompany H. R. 4747] 


The Committee on the Judiciary, to whom was referred the bill 
H. R. 4747) for the relief of Gio Batta Podesta, having considered 
the same, report favorably thereon without amendment and recom- 
mend that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of this bill is to grant the status of permanent residence 
in the United States to Gio Batta (Jio Botta) Podesta, a native and 
citizen of Italy. The bill also provides for the payment of the required 
visa fee and for an appropriate quota deduction. 


GENERAL INFORMATION 


Certain pertinent facts in this case are contained in a letter dated 
June 12, 1953, from the Commissioner, Immigration and Naturaliza- 
tion Service, to the chairman of the Committee on the Judiciary. 
Additional information was forwarded to the committee by the 
Service under date of January 25, 1954. The said letters, and 
accompanying memoranda, read as follows: 

DEPARTMENT OF JUSTICE, 
IMMIGRATION AND NATURALIZATION SERVICE, 
June 12, 1958. 
Hon. Coauncey W. REED, 
Chairman, Committee on the Judiciary, 
Frouse of Representatives, Washington, D, C. 

Dear Mr. CHarrMAN: In response to your request of the Department of Justice 
for a report relative to the bill (H. R. 4747) for the relief of Gio Batta Podesta, 
there is annexed a memorandum of information from the Immigration and 
Naturalization Service files concerning the beneficiary. 
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The bill would grant the alien permanent residence in the United States yoo, 
payment of the required visa fee. It would also direct that one number be q 
ducted from the appropriate immigration quota. 

The alien is chargeable to the quota for Italy, which is oversubscribed. 

Sincerely, 


A. R. Mackey, Commissioy 


MEMORANDUM OF INFORMATION FROM IMMIGRATION AND NATURALIZATION serpy] 
FILES RE GIO BATTA PODESTA, BENEFICIARY OF H. R. 4747 


Gio Batta (Jio Botta) Podesta, a native and citizen of Italy, was bon 
September 16, 1921 He entered the United States at New York, N. y. , 
September 5, 1950, when he was admitted as a visitor to remain until February 12 
1951 He was granted several extensions of stay, and on August 14, 1951. g 
departure bond in the amount of $500 was posted in his behalf. His last autho; 
ized stay expired on February 11, 1952, and he was given until February 28, 1959 
in which to depart from the United States. Because of his inability to obtai 
steamship accommodations, however, he was informed that his departure o1 
or before April 12, 1952, would be satisfactory. Subsequently, his enfore 
departure was deferred pending the consideration of special legislation i) 
behalf. 

During his temporary residence in the United States the alien has resided j 
Linden, Calif., with his uncle who owns a fruit and cattle ranch of about 600 acres 
The alien assists his uncle at the ranch, for which he receives maintenance a: 
spending money. He is not married, and has no one dependent upon him fo; 
support. The only family ties he has in the United States are his uncle, and 
cousin in San Francisco. He stated that he attended school for 8 years in Ital 
and that farming was his occupation. 


Unirep Srares DEPARTMENT OF JUSTICE, 
IMMIGRATION AND NATURALIZATION SERVICE, 
Washington 25, D. C., January 25, 1954. 

Dear Mr. CuaArRMAN: This is in response to your request for a supplementa 
report concerning the status and activities of Gio Batta Podesta, the beneficiary 
of H. R. 4747. 

There is attached a supplemental memorandum of information concerning th 
beneficiary. This memorandum has been prepared from the Immigration and 
Naturalization Service file by the San Francisco office of this Service, which has 
custody of the file. 

Sincerely, 
A. R. Mackey, Commissioner. 
Hon. Cuauncny W. Resp, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D. C. 


SUPPLEMENTAL MEMORANDUM OF INFORMATION FROM IMMIGRATION AND NATURAL- 
IZATION SERVICE FILES RE GIO BATTA PODESTA, BENEFICIARY OF H. R. 4747 


Gio Batta Podesta, also known as Giobatta Podesta and Giovan Battista 
Podesta, a native and citizen of Italy, was born in the village of Ne, Province of 
Genoa, Italy, September 16, 1921. He served as a soldier in the Italian Armed 
Forces from 1941 to 1945. 

He entered the United States at New York, N. Y., on September 5, 1950, and 
was admitted as a temporary visitor until February 12, 1951, to visit his uncle, 
Mr. Fred Podesta, Post Office Box 461, Linden, San Joaquin, Calif. His visa 
indicated that his occupation at that time was agent. He applied for and 
received extensions of stay until February 11, 1952. His application for a further 
extension of stay, filed on January 22, 1952, was denied for the reason that it 
then appeared that the beneficiary had accomplished the purpose for which he 
came to the United States. 

Assurances were thereafter received by the Immigration and Naturalization 
Service that the beneficiary had obtained travel accommodations to depart from 
the United States on the motor vessel Saturnia on April 12, 1952, and upon the 
basis of such assurances his temporary stay in the United States was extended to 
that date. Congressional assistance was thereupon sought by Mr. Fred Podesta, 
uncle of the beneficiary, and H. R. 7437 was introduced in his behalf in the 82d 
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GIO BATTA PODESTA 3 


Congress to adjust his status to that of a permanent resident. That bill failed 
of passage. % c 

In November 1952, Mr. Karl V. King, attorney at law, Salt Lake City, Utah, 
was consulted by the beneficiary and his uncle and arrangements were made by 
Mr. King to have the beneficiary employed by Hatch Bros. Co. in the State of 
Utah as a sheepherder, apparently without salary other than room and board, 
in order that he might obtain experience in that occupation so as to qualify for 
the benefits provided for sheepherders under the provisions of Public Law 307. 
{n application was made by the beneficiary to the State Department, through the 
consulate at Tijuana, Mexico, for a visa, but no action was taken thereon for the 
reason that Public Law 307 expired before his visa application was completely 
processed. 

Mr. Podesta left the employ of Hatch Bros. in January 1953 and went to San 
Diego, Calif. to await action on his application for visa. Upon the expiration of 
Public Law 307 he returned to Utah, and resumed employment with Hatch Bros. 
Co, in March 1953, and is still so employed as a sheepherder. 

Messrs. Frank J. Hatch and Clyde A. Hatch, livestock producers of Bountiful, 
Utah, and members of the firm of Hatch Bros. Co., have testified that the bene- 
ficiary was employed by their firm as indicated above. They testified further 
that he now receives a monthly wage of $150 plus board and lodging, which is the 
same wage paid by Hatch Bros. Co. to other sheepherders of comparable duties 
and experience. 

The beneficiary is not married and has no dependents. His unele, Fred Podesta, 
of Linden, Calif., is his nearest relative in the United States. 

The beneficiary has testified that in 1944 he served as a police officer under the 
Allied Control Commission in occupied Italy. 


Mr. Johnson of California, the author of this bill, appeared before 
a subcommittee of the committee and recommended the enactment 
of his measure, submitting the following affidavits in its support: 


AFFIDAVIT 
Unitep STATES OF AMERICA 
State of Utah, 
County of Salt Lake, ss. 

John Landa, being first duly sworn, deposes and says: 

That he is a citizen of the United States, and that he is the owner and operator 
of the Hogar Hotel, 126 South First West Street, Salt Lake City, Utah. 

That he operates the hotel as a boardinghouse for Basque sheepherders and 
others. That in September 1952 he became acquainted with Gio Batta Podesta 
when he accepted employment as a sheepherder with Hatch Bros. That while 
he has been employed by Hatch Bros., he has received his mail at his hotel, and 
that every 2 to 3 months since said time he has had occasion to see Podesta and 
talk with him, and knows that during all of this time he has been employed by 
Hatch Bros. as a sheepherder. 

That at the times when he has met Podesta he has had occasion to discuss 
polities with him and so has gained some idea of Podesta’s political views and 
ideas, and in his opinion Podesta believes in and has faith in our form of govern- 
ment, and there has never been anything in his conduct or what he has stated 
over the period of time that he has known him, that he has done or said anything 
which would indicate he was not fully in sympathy with our form of government 
and your affiant further states that he believes him to be in all respects a good 
security risk. That Gio Batta Podesta has exhibited to your affiant his identi- 
fication cards showing that during the United States Army occupation of Italy, 
he was a member of the United States security police, which further convinced 
your affiant that he is the type of person whom we should welcome to our country. 

Further affiant sayeth naught. 

Joun LANDA. 


Subscribed and sworn to before me this 11th day of March, 1954. 


[SEAL] Karu V. Kina, 
Notary Public, residing at Salt Lake City, Utah. 


My commission expires December 15, 1956. 
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AFFIDAVIT 


UnIvEpD STATES OF AMERICA, 
State of Utah, County of Salt Lake, ss: 


Clyde A. Hatch, being first duly sworn, deposes and says: 
That he is the president of Hatch Bros. Corp., who own and operate various 


ranches in the State of Utah. 
That in September 1952 they employed Gio Batta Podesta as a sheepherder. 
That he has proven to be fully competent and his work has been very satisfactory, 


and he can have permanent employment with the corporation. 
He appears to be of good moral character and his conduct while employed with 


us has been exemplary. 
CriypvE A. Harcu 


Subscribed and sworn to before me this 11th day of March 1954. 
Karu V. Kina, 


[SEAL] 
Notary Public, residing at Salt Lake City, Utah 
My commission expires December 15, 1956. 


Upon consideration of all the facts in this case, the committee is of 
the opinion that H. R. 4747 should be enacted and accordingly 


recommends that the bill do pass. 
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LA Vv i RARY 
s3p Congress } HOUSE OF REPRESENTATIVES ( Report 
i No. 1426 


2] Session { 


RADU FLORESCU AND NICOLE ELIZABETH MICHEL 
FLORESCU 


Marcu 25, 1954.—Committed to the Committee of the Whole House and ordered 
to be printed 


Mr. Grauam, from the Committee on the Judiciary, submitted the 
following 


REPORT 


{To accompany H. R. 4813] 


The Committee on the Judiciary to whom was referred the bill 
(H. R. 4813) for the relief of Radu Florescu and Nicole Elizabeth 
Michel Florescu, having considered the same, report favorably 
thereon without amendment and recommend that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of this bill is to grant the status of permanent residence 
to Radu Florescu and Nicole Elizabeth Florescu, natives and citizens 
of Rumania and France, respectively. The bill also provides for the 
payment of the required visa fees and for appropriate quota deduc- 
tions. 

GENERAL INFORMATION 


The pertinent facts in this case are contained in a letter, dated 
January 19, 1954, from the Commissioner, Immigration and Naturali- 
zation Service, to the chairman of the Committee on the Judiciary. 
The said letter, and accompanying memorandum, reads as follows: 


DEPARTMENT OF JUSTICE, 
IMMIGRATION AND NATURALIZATION SERVICE, 
January 19, 1954 
Hon. CHauncey W. ReEeEp, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D. C. 

Dear Mr. CHarRMAN: In response to your request of the Department of 
Justice for a report relative to the bill (H. R. 4813) for the relief of Radu Florescu 
(Radu Radu Nicolas Florescu) and Nicole Elizabeth Michel Florescu, there is 
attached a memorandum of information concerning the beneficiaries. This memo- 
randum has been prepared from the Immigration and Naturalization Service files 
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relating to the beneficiaries by the Detroit, Mich., office of this Service, which has 
custody of those files. 

The bill would grant the aliens permanent residence in the United States upon 
payment of the required visa fees. It would also direct that two numbers be 
deducted from the appropriate immigration quotas. 

The beneficiary Radu Florescu is chargeable to the quota of Rumania, and the 
beneficiary Nicole Elizabeth Michel Florescu is chargeable to the quota of France, 

Sincerely, 
A. R. Mackey, Commissioner. 


MEMORANDUM OF INFORMATION FROM IMMIGRATION AND NATURALIZATION 
Service Fiues Re Rapvu Fiorescu AND NIcoLe EvIzaABETH MICHEL FLoREscp, 
BENEFICIARIFS OF H. R. 4813 


Radu Radu Nicolas Florescu, a native and citizen of Rumania, and Mrs, 
Nicole Elizabeth Michel Florescu, a native and citizen of France, were born on 
October 23, 1925, and December 26, 1928, respectively. The male beneficiary 
resided in England from July 1949 to January 1951, and the female beneficiary 
resided in that country from September 1950 until January 1951. The male 
beneficiary resided in Canada from 1948 until July of 1949 and alleges that he 
still has residence rights in that country. 

The beneficiaries last entered the United States at the port of New Orleans, La., 
on February 11, 1951. The male beneficiary was admitted temporarily as 4 
student and has been granted extensions of his temporary stay, the last of which 
expired September 5, 1953. The female beneficiary was admitted temporarily 
as a visitor and has received periodic extensions of her temporary stay, the last 
of which expired August 3, 1953. 

The beneficiaries were married at Oxford, England, on December 2, 1950, 
and have one child who was born in Austin, Tex., on October 31, 1951. The 
parents of both beneficiaries presently reside in France. In addition, the male 
beneficiary has a brother in England and a sister who is a member of a convent 
at Boulder, Colo. The female beneficiary has a married sister who resides at 
Casablanca, Morocco. 

Following his entry into the United States, Mr. Florescu attended the University 
of Texas and Indiana University. He has completed work on his doctor of 
philosophy degree at Indiana University, except for his final examinations, 
which are tentatively scheduled for April 1954. The beneficiaries presently 
reside at Boston, Mass., where the male beneficiary is employed in the department 
of education at Boston College. 

The male beneficiary is a graduate of Oxford University at Oxford, England. 
The female beneficiary ee high school at Paris, France, and attended 
Oxford University, Oxford, England, for 5 months. She is unemployed and is 
dependent upon her husband for support. 

The male beneficiary’s father is said to have formerly been a member of the 
Rumanian Legation in London, England, Upon the termination of diplomatic 
relations between Rumania and England during World War II, it is alleged that 
his father and the other members of his family refused to return to Rumania 
and were granted sanctuary in England. 

Mr. and Mrs. Floresct are also beneficiaries of private bill H. R. 4951. 


Representative Rayburn, the author of this bill, and Representative 
Bray, the author of a similar bill (H. R. 4951), recommended the 
favorable consideration of the instant bill. 

Upon consideration of all the facts in this case, the committee is of 
the opinion that H. R. 4813, should be enacted and accordingly 
recommends that the bill do pass. 
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83n CONGRESS ‘ HOUSE OF REPRESENTATIVES { Reporr 
9d Session No. 1427 


UNITED STATES AIR FORCE ACADEMY 


MARcH 25, 1954.—Ordered to be printed 


Mr. SHort, from the committee of conference, submitted the following 


CONFERENCE REPORT 


(To accompany H. R. 5337] 


The committee of conference on the disagreeing votes of the two 
Houses on the amendments of the Senate to the bill (H. R. 5337) to 
provide for the establishment of a United States Air Force Academy, 
and for other purposes, having met after full and free conference, 
have agreed to recommend and do recommend to their respective 
Houses as follows: 

That the House recede from its disagreement to the amendments 
of the Senate numbered 2, 3, 4, and 6, and agree to the same. 


Amendment numbered 1: 

That the House recede from its disagreement to the amendment of 
the Senate numbered 1, and agree to the same with an amendment 
as follows: 

In lieu of the matter proposed to be inserted by the Senate amend- 
ment insert the following: 

Sec. 8. (a) The Secretary of the Air Force shall determine the location 
of the Academy within the United States in the following manner: 

(1) The Secretary of the Air Force shail establish immediately a 
commission, and appoint five members thereof, to advise him in connection 
with the selection of a permanent location for the Academy. The com- 
mission shall make its report to the Secretary as soon as practicable. 

(2) The Secretary shall accept the unanimous decision for a per- 
manent location by such commission. In the event such recommendation 
is not unanimous, the commission by a majority vote shall submit to the 
Secretary three sites from which the Secretary shali select one as the 
permanent location. 

And the Senate agree to the same. 
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Amendment numbered 5: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 5, and agree to the same with an amendment as 
follows: 

In lieu of the matter proposed to be inserted by the Senate amend- 
ment insert the following: 

Src. 8. (a) Notwithstanding any other provision of law, each cadet at 
the United States Military Academy and the United States Air Force 
Academy and each midshipman at the United States Naval Academy 
shall, prior to his graduation from such Academy, be afforded an oppor- 
tunity to state a preference for appointment as a commissioned officer of 
the United States Army, the United States Navy, the United States Ait 
Force, or the United States Marine Corps, upon his graduation, and. 
with the consent of the Secretaries of the military departments having 
jurisdiction over such Academy and over the armed force in which he 
prefers appointment, shall, upon his graduation, be accepted for appoint- 
ment in such armed force, except that not more than 12% per centum of the 
members of any graduating class of any such Academy shall be appointed 
as commissioned officers vn armed forces other than the one administer- 
ing such Academy. For the purpose of the foregoing limitations, gradu- 
ates of the United States Naval Academy appointed as commissioned 
officers in the United States Marine Corps shall not be considered as 
sean been commissioned in armed forces other than the United States 

avy. 

(b) The Secretary of Defense shall by regulation provide for the equi- 
table and fair distribution of appointments made pursuant to this section 
in the event that more than 12% per centum of a graduating class of any 
academy referred to herein expresses a preference to be so appointed. 

(c) The provisions of this section shall take effect (1) wn the year in 
which the first class of the United States Air Force Academy graduates, 
or (2) upon the rescission of the present agreement under which graduates 
of the United States Military and Naval Academies may volunteer for 
appointment in the United States Air Force, whichever is earlier. 

And the Senate agree to the same. 


Dewey SHort, 

Lesitie C, ARENDS, 
W. Sreruine Co is, 
Paut W. SHAFER, 

CaRL VINSON, 

OverTON Brooks, 

Pau J, Kiupay, 

Managers on the Part of the House. 


LEVERETT SALTONSTALL, 
StyLes Brip@ss, 

By L. 8. 
RaupH FLANDERS, 

By L. 8S. 
Ricuarp B. RussgE.u, 
Harry Fioop Byrp, 

Managers on the Part of the Senate. 
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STATEMENT OF THE MANAGERS ON THE PART OF THE HOUSE 


The managers on the part of the House at the conference on the 
disagreeing votes of the two Houses on the amendments of the Senate 
to the bill (H. R. 5337) to provide for the establishment of a United 
States Air Force Academy, and for other purposes, submit the follow- 
ing statement in explanation of the effect of the action agreed upon by 
the conferees and recommended in the accompanying conference 
report : 

LEGISLATION IN CONFERENCE 


On January 21, 1954, the House passed H. R. 5337, a bill to establish 
an Air Force Academy. On March 8, 1954, the Senate passed the bill 
with certain amendments. Set out below is an explanation of the 
differences between the House and Senate versions, together with an 
explanation of the bill as agreed to by the conferees. 

Amendment No. 1: As the bill passed the House, section 3 vested 
responsibility for the selection of a site in the Secretary of the Air 
Force with permissive authority for him to appoint a commission to 
advise him in this connection. Section 3, as amended by the Senate, 
clarifies the role of the commission which the Secretary of the Air 
Force shall appoint in connection with locating the permanent site of 
the Academy. Under the Senate version, the Secretary of the Air 
Force must appoint a five-man commission to advise him on the per- 
manent location of the Academy. The Senate provided also that 
the commission make its report no later than 45 days after the date 
of its establishment. The conferees modified this provision by re- 
moving the requirement for the commission’s report within 45 days 
with the result that the commission shall make its report to the Sec- 
retary aS soon as practicable. In view of the extensive study which 
has already been devoted to numerous sites throughout the United 
States, it is not believed that any considerable amount of time will 
be required by the commission in making its selection. Because of 
the importance of the site selection, however, it was felt that a limi- 
tation to a specific period of time might impose difficulties without 
necessarily ‘attendant advantages. The Senate further amended sec- 
tion 3 by providing that if the recommendation of the commission is 
unanimous, the Secretary must accept it but that if the commission 
does not make a unanimous recommendation, it shall, by majority 
vote, submit 3 sites to the Secretary and the Secretary must select 1 
of the 3 as the permanent site. The Senate version of the bill stated, 
in this connection, that if it became necessary for the Secretary to 
select 1 of 3 sites, he would be required to submit a written report to 
the Committees on Armed Services of the Senate and of the House of 
Representatives, setting forth the reasons for his selection. The 
conferees*agreed to eliminate the requirement for reporting to the 
two committees for the reason that it appeared proper to vest full 
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responsibility for the selection of the site in the executive branch, 
Thus the House managers receded to this amendment with an amend. 
ment. 

Amendment No. 2: This involves merely the deletion of a subsection 
designation. The House managers receded. 

Amendment No. 3: Subsection (b) of section 5 of the House version 
of the bill, relating to appointment procedures for Air Force cadets, 
was stricken by the Senate and a new section 6 was inserted in liey 
thereof. The new section did not alter the intent of the House pro. 
vision. It did, however, make the following modifications: 

1. Reduces from 6 to 4 years the time during which the special 
system of appointments may prevail. 

2. Removes the language in the House version requiring the 
Air Force to hold an annual examination ‘in each State, each 
Territory, and Puerto Rico.” 

3. Adds language limiting each Senator and Congressman to 
10 nominations for the annual examination. 

4. Removes the implication of the House version that cadet 
vacancies allocated to the Territories and Puerto Rico would 
constitute a portion of those allocated to the Members of Congress, 

The House managers receded. 

Amendment No.4: This involved merely the changing of the section 
designation from ‘‘6’’ to “7.’’ The House managers receded 

Amendment No. 5: A new section 8 was inserted by the Senate. 
This section provides that up to 12% percent of each graduating class 
of all the Military Academies will be permitted to state a preference 
for the military service in which they desire to be commissioned, 
whether Army, Navy, Marine Corps, or Air Force. As the bill 
passed the Senate, only the consent of the Secretary of the service 
in which the graduate desired to be commissioned would have been 
required. The conferees agreed to modify this provision by requir- 
ing also the consent of the Secretary of the military department 
having jurisdiction over the Academy from which the cadet or mid- 
shipman is being graduated. Thus the House managers receded to 
this amendment with an amendment. 

Amendment No. 6: Section 7 of the House version of the bill author- 
ized the appropriation of $26,000,000. The Senate amended this sec- 
tion by its new section 9 so as to authorize not to exceed $126,000,000, 
which is intended to represent the total ultimate cost of the Air Force 
Academy. The Senate version also provided that not to exceed 
$26,000,000 of this amount may be appropriated prior to January 1, 
1955. The House managers receded. 


Dewry Suort, 

Lestize C. ARENDS, 

W. Srsriuine Cote, 
Paut W. SHAFER, 
Cari VINSON, 

OverTON Brooks, 
Pauu J. Kivpay, 

Managers on the Part of the House. 








Version 
cadets, 
in | eu 
se pro- 


would 


ngress. 


section 


ference 
sioned, 


he bill 


service 
e been 


exceed 
lary |, 








id. 





83p CoNGRESS t HOUSE OF REPRESENTATIVES | REpPoRT 


9d Session No. 1428 
SSS SS 


INDEPENDENT OFFICES APPROPRIATION BILL, 1955 


Marcu 26, 1954.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 


Mr. Puiurps, from the Committee on Appropriations, submitted the 
following 


REPORT 


[To accompany H. R. 8583] 


The Committee on Appropriations submits the following report in 
explanation of the accompanying bill making appropriations for the 
Executive Office and sundry independent executive bureaus, boards, 
commissions, corporations, agencies and offices for the fiscal year 
ending June 30, 1955, and for other purposes. 


SCOPE OF THE BILL 


The bill provides appropriations for the Executive Office of the 
President and sundry independent offices estimated for in the 1955 
budget, pages 52 to 223, inclusive, the General Services Administra- 
tion, pages 224 to 253, inclusive, the Housing and Home Finance 
Agency, pages 254 to 321, inclusive, and supplemental estimates for 
The White House Office in House Document No. 333 and for the 
Atomic Energy Commission in House Document No. 348 of the 
present Congress. 


APPROPRIATIONS AND ESTIMATES 


The bill does not contain an increase in funds for any item over 
the amount requested for such purpose in the President’s budget. 
The total estimates considered by the committee have been reduced 
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by $363,604,837. This will result in a net decrease in persona] 
services and other items of expense for practically every agency in 
the bill. 

A tabulation is inserted at the end of this report showing compara- 
tive statements of appropriations for 1954, the budget estimates for 
1955, and the amounts recommended in the bill. A brief summary of 
the totals is as follows: 


The committee considered budget estimates totalling $5, 929, 7 


723, 600 
The committee recommends in the bill $5, 566, 118. 763 
The reduction in the budget estimates is — $363, 604, 837 
The bill is under the 1954 appropriation by — $375, 168. 400 


INTERAGENCY MOTOR VEHICLE POOLS 


The committee has considered seriously inserting language in the 
bill requiring the establishment of interagency motor vehicle pools 
for use by all agencies of the Government at locations to be estab- 
lished throughout the country. Such a pool has been established at 
the instance of the President at Denver, Colorado, and has resulted 
in a reduction of 112 automobiles out of 600 owned by various agencies 
and departments, and service has been improved. 

The committee strongly recommends legislation to provide for the 
creation of such pools in other cities and has not acted in this bill 
because it understands that the Committee on Government Opera- 
tions has under consideration the Jonas bill (H. R. 4457) which will 
accomplish this and is holding hearings at the present time. The 
potential savings by creating such a Federal motor vehicle fleet is 
estimated at $44,000,000 annually. ‘Transportation service to the 
Government would be improved and the Government would have a 
fleet of modern vehicles. Every business of any size follows this 
practice and the committee is of the opinion it would be a good 
practice for the Government. 


PRINTING AND REPRODUCTION 


The committee has eliminated from the bill five percent of al 
money requested by each agency for printing and reproduction. 
Such a saving is possible because the Government Printing Office 
announced that on February 1, 1954, it would decrease its charges to 
Government agencies by five percent. Since the 1955 budget esti- 
mates do not take into consideration this reduction the request in each 
instance is excessive. The total saving in printing and reproductio 


costs for the bill resulting from this action is $227,300. 
EXECUTIVE OFFICE OF THE PRESIDENT 


The bill contains funds for three items which are closely related to 
the President and operation of the White House. It includes $150,000 
for compensation of the President; $1,895,000 to provide the President 
with staff assistance and other administrative services for the White 
House Office; and $366,200 for the care, maintenance and operation 
of the Executive Mansion and its surrounding grounds. The amount 
for staff assistance in the White House is the amount requested by the 
President in the revised estimate contained in House Document No. 
333 and is an increase of $95,000 above the present year. The item 
for maintenance of the building and grounds is the same amount as 
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the estimate and is an increase of $10,016 over 1954. The increase is 
made necessary because of additional costs arising from the great 
increase in public visitations to the newly reconstructed be hite House. 

Bureau of the Budget.—The committee ‘has included $3,382,500 in the 
bill for this agency, which is $7,500 less than the budget aeiiete, and 
$29,500 below the 1954 appropriation. The responsibilities connected 
with this office are immense and the committee is impressed with the 
forthright manner the director has taken to direct this activity. The 
— look he has given to this key government agency has enabled 

iany functions not essential to its performance to be discontinued. 
The net result is that each year a smaller appropriation has been 
requested, and the only reduction made by the committee for 1955 is 
$7,500 for printing costs resulting from the lesser charges to the 
agency by the Publie Printer. 

Council of Economic Advisers.—The budget estimate for this activity 
is $325,000 and the bill contains $250,000 together with language 
making the unobligated balance on June 30 of this year available in 
1955. This appropriation is $75,000 less than the budget estimate 
and $25,000 less than the amount available in 1954. During the 
hearings it was testified that the carryover would be from $40,000 to 
$50,000, which will enable the Council to continue at the current 
annual rate of approximately $300,000. 

National Security Council_—The committee has included $200,000 
in the bill for necessary expenses of the Council, which is a reduction 
of $15,000 in the estimate and $20,000 less than the appropriation for 
1954. This is $45,000 more than was appropriated in 1953 and the 
committee is confident this amount will be more than sufficient. 

Office of Defense Mobilization.—The bill provides $2,134,000 for this 
agency in 1955 which is a reduction of $616,000 from the amount ap- 
propriated for this purpose in 1954 and a reduction of $627,000 in the 
amount requested for 1955. Of this amount $2,000,000 is for direction 
of the defense mobilization program and $134,000 is to finance the 
Intergovernmental Radio Advisory Committee. 

The committee has given very careful consideration to the estimated 
requirements for this program, and to the importance of the function 
that is being performed. It is of the opinion that the essential 
activities of this office can be streamlined and made more effective. 

The reduction made by the committee in the estimate is moderate, 
but it will encourage steps toward delegating more decisions to the 
operating level and yet retain policy control in the Director. In prac- 
tically every division there is evidence of overstafling, not necessarily 
for the work they do, but for the work it is necessary for them to do. 
The review given to tax amortization cases is far more than is neces- 
sary and should be reduced drastically. The staff for rent stabiliza- 
tion, price control, and wage stabilization work is engaged in activities 
which are not vitally essential at this time. The non-military defense 
activity is overstaffed, and there is a serious question whether it does 
not duplicate in large part the work of Civil Defense. Perhaps the 
most pressing work is associated with strategic and critical materials, 
which is also the largest activity, and in this large area a great des ul 
more authority could be delegated. The excessive number of high 
grade positions and the amount of secretarial help should be reviewed. 
These are examples of some of the areas where economies can be made, 
but it is left for the Director to determine where the funds should be 
applied. 
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Emergency fund for the President, National Defense-——The budget 
estimate for this fund is $750,000, and the committee recommends an 
appropriation of $150,000 together with the reappropriation of not 
to exceed $600,000 of the unobligated balance remaining in the fund 
on June 30, 1954. Allocations that have been made up to December 
24, 1953, are as follows: $5,000 for the President’s Advisory Com- 
mittee on Government Organization, $85,000 to the National Media. 
tion Board, and $24,000 to the National Security Training Commis. 
sion, a total of $114,000, leaving a balance of $624,540 for the re- 
mainder of the year. In the event there are no major allocations 
before June 30, and none are in prospect, the committee actioa wil] 
result in a net decrease of $600,000 in the amount of new appropria- 
tions required, and will restore the amount available for obligation in 
1955 to the same level as in 1954. This fund is made available to the 
President for emergency purposes so that he may act quickly in the 
event of an emergency affecting the national interest, security, or 
defense which may arise at home or abroad. If it becomes necessary 
to make material allocations from the fund and it becomes evident 
an additional amount will be required the committee will consider a 
supplemental request before adjournment. 

Expenses of management improvement.—Congress provided last year 
for an appropriation of $500,000 to establish a fund under the control 
of the President to assist in improving the management of executive 
agencies and to obtain greater economy and efficiency through the 
establishment of more efficient business methods in government oper- 
ations. This fund has been used to make surveys of the organization 
and management of the Federal Power Commission, Federal Trade 
Commission, and disposal of surplus real properties as described on 
page 1100 of the hearings, and further studies of other projects are in 
prospect. It is unlikely that the entire $500,000 will be used before 
June 30, and whatever amount is unobligated at that time is available 
until expended and will be available in 1955. In addition to such 
amount the bill provides $250,000, a reduction of $150,000 in the esti- 
mate, and in total will provide sufficient funds for the coming year. 
Some of the early studies are just being completed. It is pointed out 
in the hearings that this item is for detailed operating management 
studies and is pinpointed toward the purpose of obtaining working 
efficiency and economy. Before future funds are provided the com- 
mittee will expect specific evidences of savings resulting from this 
item, complete justifications of future requirements and the necessity 
that the fund be continued. 


AMERICAN BATTLE MONUMENTS COMMISSION 


Salaries and expenses.—The bill includes $775,000 for this purpose 
which is the budget estimate and is $25,000 in excess of the 1954 
appropriation. 'The Commission has responsibility for all permanent 
United States military cemeteries and memorials located in foreign 
countries. The estimate provides for general maintenance of eight 
World War I cemeteries, fourteen World War II cemeteries and the 
United States National Cemetery at Mexico City. At each cemetery 
the Commission cares for memorial and service buildings, and in 
addition eleven World War I memorials outside the cemeteries. The 
amount provided will enable the Commission to continue to do the 
same creditable job as in the past. 
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Construction of memorials and cemeteries.—The committee has recom- 
mended the budget estimate of $3,500,000 for this purpose, which is a 
reduction of $5,000,000 under the amount of the appropriation in 1954. 
In addition to this amount the Commission has $3,500,000 of prior 
vear funds available which will make a total of $7,000,000 for the 
construction program in 1955. This amount will enable the Commis- 
sion to proceed with its construction program at the same level as in 
1954, which is the same rate as the program has been progressing in 
previous years. 

The bill contains language to give the Commission authority to 
erect a monument in the National Memorial Cemetery of the Pacific. 
In the Pacific area there are two World War II cemeteries, one in 
Manila under the Commission’s authority, and one in Hawaii under 
the control of the Army. Normally the Commission does not erect 
, memorial until the cemetery is turned over to it by the Armed Forces, 
but in this instance if a memorial is to be constructed at this site it is 
important to commence the work while the Commission is engaged in 
its construction program for memorials at the other World War II 
locations. It is understood that the Army has no objection to the 
Commission proceeding with such a memorial and the language in the 
bill will enable the Commission to pursue the matter if it should be 
determined to locate such a memorial in Hawaii. 


ATOMIC ENERGY COMMISSION 


Operating Expenses.—The committee has approved an appropriation 
of $1,093,462,300 for this purpose, which is a reduction of $12,187,700 
in the revised budget estimate, and an increase of $201,681,300 over 
1954. Since submission of the original budget recommendation in 
January, the program for this agency has received an extensive review 
and the revised recommendation submitted to the Congress in House 
Document No. 348 results in an increased effort in the atomic energy 
program. It should be made clear that while the revised estimate is a 
reduction of $130,850,000 from the previous request, there is an 
extensive revision in internal program requirements. A total of 
$266,150,000 of unobligated balances, collateral funds, and_pre- 
financing requirements to finance contracts beyond fiscal year 1955 is 
being reallocated to the present expansion program. The following 
tabulation shows the amounts recommended in the revised estimate 
for operating costs, the amounts included in the bill, and the reductions 
made by the committee: 





Revised 


estimate Reduction 


Recommended 


Item | 





Source and fissionable materials. -.--.-.- . | $740, 142, 000 $740, 042, 000 —$100, 000 


Weapons aes 
Reactor development 
Physical research . .. - - 


Biology and medicine_...-.-.-..-.------ 


Community - . 


Program direction and administration - . ..------ 


Security investigations 


Total operating costs 
Increase in inventories. -- -- 
Working capital 
Unliquidated obligations 


320, 926, 000 
87, 070, 000 
42, 000, 000 
27, 000, 000 

—1, 048, 000 
35, 740, 000 
10, 857, 000 


320, 926, 000 | 
87, 070, 000 |-.-- 


38, 900, 000 
26, 565, 000 
—1, 048, 000 


32, 970, 300 | 


10, 857, 000 


—3, 100, 000 
—435, 000 
~" 2, 769, 700 





12, 113, 000 
—451, 000 


~-132, 999, 000 


1, 129, 162, 300 
837, 000 


1, 256, 282, 300 
6, 330, 000 


1, 129, 999, 300 





—12, 187, 700 
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In explanation of the foregoing table, no reduction is recommended 
for the source and fissionable materials program. The reduction of 
$100,000 is made in connection with the operation of cafeterias at 
various operating plants. The committee definitely feels that 
cafeteria losses should be eliminated. The Commission has had suc. 
cessful results with cafeteria operations when they have been cop- 
tracted for with private commercial operators. This has been done 
at some locations and the practice is to be encouraged. The antic ipated 
loss to the Atomic Energy Commission for cafeterias during 1955 is 
estimated at $2,682,107, “and the committee suggests that the Com- 
mission explore every possibility to put the cafeterias on a sound 
financial basis. 

For several years the amounts allocated for physical research and 
biology and medicine have been increasing steadily. The committee 
does not intend to hamper any productive researc h project as research 
is one of the most important-facets of the atomic energy program, 
There are, however, always fringe items which research scientists 
would like to investigate which have a comparatively slight possibility 
of producing useful Tesults. This is the type of project that should 
be eliminated in order to accomplish the budget objective. To main- 
tain these two programs at the current level the committee has 
included $38,900,000 for physical research and $26,565,000 for biology 
and medicine. 

The committee recommends a reduction in the estimate for program 
direction and administration of $2,769,700, and language which for 
the first time places a limitation on the total amount that may be 
used by the Commission for personal services. The limitation on 
personal services heretofore contained in the bill has applied only to 
personnel in program direction and administration, and this year it 
has been extended to include under limitation personal services in all 
programs. ‘The bill provides $37,232,900 which will support employ- 
ment of an average of 6,653 people, a reduction of 380 from the amount 
requested. This amount is based on a careful analysis of personal 
services in the different offices, and the entire reduction is made in the 
estimates for program direction and administration personnel. The 
amount will not be restrictive, but inasmuch as this appropriation 
for operating expenses is a lump sum appropriation, the limitation 
will enable the Congress to have overall control over the cost of per- 
sonnel to be employed in the administrative program. 

In making the reduction of $5,783,000 in stores inventories from 
an estimated increase in all inventories of $12,113,000, the committee 
desires to call the attention of the Commission to what it considers 
an excessive amount of inventory. At the end of this fiscal year the 
balance of current use and stand-by stores is estimated at $75,489,511, 
but will actually be more because current use is not as high as antici- 
pated in the 1954 budget. A study of actual issues for the first six 
months of 1954 indicates that actual issues probably will not exceed 
$108,000,000 as compared with estimated issues of $124,497,052. 
The current use requirements during 1955 are estimated at $141,518,- 
000, and the committee feels that an increase in the stores inventory 
at this time is not justified. 

The Commission requested language which would authorize rental 
of office space in the District of Columbia, which has been denied. 
If space is required it should be handled and financed by the General 
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Services Administration. The committee seriously questions any 
saving that would result from the move into a single building as 
suggested by the Commission. If a move of this nature is desired 
the Commission should explore the possibility of rental of facilities or 
remodeling Government-owned space outside the District of Columbia. 
The committee has been trying to reduce the vast Government 
empire and does not approve of any expansion of rental space by the 
Government such as is proposed. 

In connection with its community operations, the committee takes 
notice of the fact that the budget presentation shows a net decrease 
of $1,048,000 for operating costs. It should be pointed out that a 
substantial part of community costs, particularly overhead and 
depreciation costs, are not considered in the annual appropriation 
figures, and that the excess of revenue over cost for this item does not 
mean the communities are being operated at a profit. For the past 
several years the committee has encouraged the Commission to 
dispose of its real estate and community operations at the earliest 
possible date, and during the hearings it was testified that legislation 
is being proposed to get ; the Commission out of this business at Oak 
Ridge and Hanford. The committee will expect action to be taken 
in this connection prior to presentation of next year’s budget. 

Plant and equipment.—¥or increased plant the committe e recom- 
mends an appropriation of $96,498,400, a reduction of $139,851,600 
from the revised budget estimate of $236,350,000 and a decrease of 
$69,501,600 from 1954. In this program, as in operating costs, the 
revised budget has taken into account major revisions in internal 
financing requirements for various programs. Actual costs of con- 
struction as compared to earlier estimates of cost reveal that large 
surpluses can be found and reapplied to the increased effort, thus 
reducing to an extent the need for additional appropriated funds. 
In the budget revision a total of $165,707,000 of unobligated balances 
have been applied to the new program, so the actual increase for 
plant and equipment for 1955 is $402,057,000. Actual reductions 
made by the committee in this program amount to $17,785,600. The 
committee has also reduced the amount available for contingencies 
by $122,066,000, which amount is not in fact a reduction but a 
requirement that the agency reduce its margin of excess funds. The 
following tabulation sets forth the recommendations for this item: 

Item Reduction 


New processing plants. ___- ssadien . pales $12, 000, 000 


Housing at Los Alamos____.. ~~~ - caries 384, 000 
Miscellaneous budget items_____- : : a hataca 5, 000, 000 
Automobiles and trucks________- hen 101, 600 
Contingencies and underruns on construction projects....6..ccs 122, 066, 000 


139, 851, 600 


The sum set forth in the foregoing table for new processing plants 
of $12,000,000 is in the opinion of the committee not necessary. The 
estimates include funds for a number of processing plants to be con- 
structed by the Commission in the event private enterprise does not 
construct required facilities. ‘The Commission owns one plant at the 
present time and the committee is confident that in a program develop- 
ing as rapidly as atomic energy this area of the program can be de- 
veloped with private funds. This supports the belief of the committee 
that it is undesirable to encourage Government ownership and opera- 
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tion of any facilities which can be built and operated by private 
capital. 

he committee has reduced the estimate for housing at Los Alamos 
from $1,550,000 to $1,166,000, a reduction of $384,000. The esti- 
mated cost per unit for housing at this location ranges from $14,688 
to $18,144, when good three-bedroom houses are advertised for sale 
in Santa Fe for $10,500 and in Albuquerque from $7,850 to $12,750. 
There seems to be no valid reason why housing at Los Alamos should 
cost so much more than that constructed in the surrounding commu- 
nities, and the committee has reduced the estimate by $4,000 for each 
of the 96 houses proposed for construction in 1955, and directs the 
AEC not to exceed this average cost of construction per unit. 

The reduction of $5,000,000 in miscellaneous budget items is a 
minimum amount that can be reduced. Generally, these projects are 
for (1) improvements, alterations, and additions to existing facilities, 
(2) miscellaneous or minor new construction, and (3) equipment. A 
substantial portion of the items or improvements cannot be specifi- 
cally identified and the estimate is based on experience during prior 
fiscal years to determine the amount of the present request. A re- 
duction of $401,600 is made in the request for funds to purchase auto- 
mobiles and trucks. The estimate provided for the purchase of 402 
passenger motor vehicles at a net cost of $557,125 and the purchase 
of 756 trucks of which 190 are in addition to the present fleet. The 
Atomic Energy Commission ranks fourth among civilian agencies of 
Government in number of vehicles operated, and an analysis of the 
present fleet indicates that a reduction of 80 vehicles can be made in 
the overall program and 64 vehicles at Santa Fe. 

The committee approves the expansion program as presented in the 
revised estimates, but instead of appropriating the full amount of 
$236 ,350,000 the committee has made a reduction of $122,066,000 in 
the request for additional appropriations, and has provided that the 
Commission shall apply a larger proportion of currently available 
funds toward this construction. In suggesting that the Commission 
reduce the amounts available for contingencies and apply these 
amounts to the present estimate the committee refers to the follow- 
ing table showing the source of these contingencies: 


Table showing amounts reserved for contingencies in major AEC construction 

















programs 
(000’s omitted) 
" si - 
Oak Ridge | Paducah | Savannah | _Ports- 
Expansion | Expansion River mouth 
a SN — 
Cost estimates contained in 1955 budget..........._.-.- | $435,500 | $433, 600 | $1, 500,000 | $1, 152, 500 





Cost Estimate Reports on Dec. 31, 1953: | | | . 
Contractors current estimate --| $317, 416 $379, 618 $1, 450, 748 | $1, 036, 875 
. -| 72, 251 52, 360 | 42, 218 | 99, 583 


Contingencies__. 























Underrun from approved estimate - dieasess 45, 833 1, 622 7, 034 | 16, 042 
Ut ore eee 435,500 | 433,600 | 1,500,000 | 1, 152, 500 

Cost estimates contained in 1955 revised budget: | 
Total of contingencies and underruns.....-.....--.- $118, 084 $53, 982 | $49, 252 $115, 625 
Amount released for expansion program....--.-----| —85, 000 —25,000 | —84,000 | 0 
Amount of contingency available for original | ae 
ecudheanin sn edenisansbenelaceeneste =| 33, 084 28, 982 —34, 748 115, 625 
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In the above table the significant items are the amounts inserted 
in the original cost estimates for ‘contingencies’ by the Commission, 
and amounts contractors have already returned as shown in the line 
item ‘“underrun from approved estimate.” It is highly unlikely that 
any contractor will release any amount until he is certain that it will 
not be required. ‘The Commission in its revised estimates has already 
released for the expansion program substantial amounts, and the com- 
mittee is of the opinion that the remainder of the contingencies as 
shown in the bottom line of the table amounting to $33,084,000 at Oak 
Ridge and $28,982,000 at Paducah can also be released. The com- 
mittee has also applied to the new program $60,000,000 of the 
$115,625,000 of contingencies and underruns at Portsmouth. 

The total reductions set forth pertain entirely to the unobligated 
balance of prior year appropriations and are reductions in the amount 
of “contingencies” which have been included in estimated construction 
costs for the various plants now being built. In recent years AEC 
has engaged in a practice of overestimating construction costs for 
budget “request purposes and the committee believes that unchecked 
overestimating is undesirable from both the point of view of economy 
and of congressional control. The committee points out that this 
reduction will not require the elimination of any project for which 
AEC has requested funds. 

An indication of AEC’s practice of overestimating is apparent in 
its experience with building the following gaseous diffusion plants: 

1. K-29 (Oak Ridge)—completed with an underrun of 40 per- 
cent amounting to $28,600,000. 

2. K-31 (Oak Ridge)—completed with an underrun of 40 per- 

cent amounting to $65,700,000. 

3. Oak Ridge expansion—not yet completed, but $25,500,000 
was released in fiscal year 1954, $85,000,000 was released in fiseal 
1 1955, and $33,000,000 is still earmarked ‘contingencies.’ 

Paducah expansion—not yet completed, but $25,500,000 
was released in fiscal year 1954, $25,000,000 was released in fiscal 
year 1955, and $29,000,000 is still earmarked “contingencies.” 

On Febeeary 1, 1954, AEC had contingencies totaling approximately 
$190,000,000 included in the cost estimates for its four largest uncom- 
pleted projects: namely, Portsmouth, Savannah River, the Oak Ridge 
expansion, and the Paducah expansion. ‘These contingencies were 
in addition to the contractors’ current cost estimates for completing 
the construction of these four projects. 

An indication that the contractors’ current cost estimates are 
excessive is apparent in AEC’s experience at Savannah River. On 
December 31, 1953, the cost estimate for this project was 
$1,500,000,000, a contractor’s current cost estimate of $1,450,748,000 
plus total contingencies and underrun of $49,252,000. The Atomic 
Energy Commission, when preparing its revised budget request, 
released $84,000,000 from this cost estimate in order to construct 
additional facilities. Obviously AEC considered the contractor’s cost 
estimates of $1,450,748,000 to be excessive. 

The largest contingency is for the Portsmouth project. The original 
cost estimate was $1,152,500,000, a cost estimate of $1,052,917,000 
plus a contingency of $99,583,000. Several months later, on De- 
cember 31, 1953, the several contractors had reduced their cost 
estimates over $16,000,000 indicating the beginning of another 
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substantial underrun. However, AEC has not reduced its Over-al] 
cost estimate but has merely added the $16,042,000 to contingencies. 
On December 31, 1953, the cost estimate was still $1,152,500,000, » 
current cost estimate of $1,036,875,000 plus a contingency of 
$115,625,000 which the committee has reduced to $55,625,000. 

During the hearings the Commission asked that consideration }p 
given to removing the limitation requiring the Commission to have 
funds available to complete a project before construction is started. 
Congress included this limitation in the language of the Supplemental 
Appropriation Act, 1952, when the major expansion program at 
Savannah River was initiated. For several years prior to that time 
the committee had been critical of the accuracy of estimates of cost 
made by the Commission in connection with its construction program 
and had made every effort to have the Commission place as much of 
its construction program as possible open for competitive bids. The 
provision carried in the bill is intended to make the Commission make 
firm plans and careful cost estimates in its construction program, The 
committee does not want a recurrence of the situation on the Savannah 
River plant where it was first testified that it would cost in the neigh- 
borhood of $600,000,000, but at the time an appropriation was re- 
quested the estimate had increased to $1,200,000,000. While the 
“funds to complete” provision may require the Commission to he 
certain that it has sufficient funds to complete a project before it is 
initiated, it requires the Commission to take steps to plan a project 
on a realistic basis and places a ceiling on the total obligation of the 
Government. The committee recommends a minor change in the 
language in the bill for this provision which will permit some flexi- 
bility and give the Commission authority to substitute one construc- 
tion project for another within the limits of cost included in the 
budget. 

CIVIL SERVICE COMMISSION 


Salaries and expenses—The committee recommends $15,575,600 
for salaries and expenses of this commission which is a reduction of 
$114,400 in the budget estimate, and is $1,424,400 less than the 1954 
appropriation. The estimate for this agency has been reduced 
considerably from last year and the additional committee reduction is 
made in the estimated amounts required for printing and reproduction 
and penalty mail. Since the original budget requirements for the 
commission were prepared the Public Printer has reduced costs to 
the agencies for printing and reproduction, and the estimated penalty 
mail costs based on experience do not appear to be as high as originally 
anticipated. 

Investigations of United States citi x ns for employment by international 
organizations.—The committee recommends an appropriation of 
$400,000 for this item, a reduction of $500,000 in the estimate 
submitted and $800,000 less than the amount appropriated in 1954. 
The Civil Service Commission and the Federal Bureau of Investigation 
conduct investigations of United States citizens employed or being 
considered for employment in international organizations in which 
the United States is a member. The Commission has no control over 
the number of investigations requested but this should not be 
& recurring item to the same extent as 1954. 
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Annuities, Panama Canal construction employees and Lighthouse 
Service widows.—The bill includes $2,354,000 for this purpose which is 
$146,000 less than the 1954 appropriation and is the same amount as 
the budget estimate. The reduction is made possible due to a decrease 
in the number of annuitants that are expected to be on the roll. 

Payment to civil-service retirement and disability fund for increases 
in annuities provided by the Act of July 16, 1952—Under the pro- 
visions of Public Law 555, of the 82d Congre ss, increased annuities 
are provided to certain retired employees in ‘the low income brac kets, 
and the Act provides that the increases shall terminate on June 30, 
1954, unless an appropriation is made to the “‘civil-service retirement 
and disability fund”? to cover the cost of increases in such annuities 
for the fiscal year 1955. The budget contains an estimate of $29,- 
623,000 for such purpose, and the committee approves the full amount. 


FEDERAL COMMUNICATIONS COMMISSION 


The committee recommends an appropriation of $6,544,400 together 
with not to exceed $150,000 of the unobligated balance of prior year 
funds for salaries and expenses of this Commission, making a total of 
$6,694,400 available during 1955. This total is $950,000 less than 
the amount included in the budget and $555,600 less than will be 
used in 1954. The Congress in the law last year appropriated addi- 
tional funds to this Commission and earmarked $1,018,496 for applica- 
tion processing and hearings in connection with issuance and renewal 
of television licenses, and "$809,271 for work in connection with the 
issuance of licenses for safety and special radio services. ‘The Com- 
mission has changed its procedures with resultant marked reduction 
in time to process licenses and has substantially eliminated the backlog 
in safety and special radio services where there was a backlog last year 
of 20,000 applications waiting to be processed. In television work the 
Comer reported that it expects by the end of the current fiscal 

ar that they will have disposed of all non-hearing cases and that 
“Aas contests are involved and hearings are necessary they will be 
in some stage of the hearing process. 

The amount requested for a frequency usage monitoring program in 
the amount of $950,000 did not seem to the committee to be justified 
and the committee has specifically denied all funds requested for this 
purpose. The Federal Communications Commission is already en- 
gaged in extensive monitoring activities as are the other departments 
who use radio communications, and if an effort is made to utilize the 
information already available the primary objectives sought by the 
new program can be achieved without additional appropriations. 


FEDERAL POWER COMMISSION 


The committee has approved the budget estimate of $4,150,000 for 
this commission which is a reduction of $150 000 below the amount 
appropriated for this purpose in 1954. During the hearings the com- 
mittee received the impression that a backlog of work was beginning 
to develop. This should be watched very carefully and every effort 

made to keep work on a current basis. The committee understands 
that a study is underway, financed from funds available to the Presi- 
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dent for Expenses of Management Improvement, and it is expected 
that the results of this study will enable the Commission to know 
what steps are necessary to improve efficiency. 


FEDERAL TRADE COMMISSION 


The bill contains $4,030,700 for this commission, which is a reduc- 
tion of $169,300 in the estimate and $23,100 less than was appropriated 
for this purpose in 1954. An increase of $146,200 for the Bureau of 
Industrial Economics, $14,600 for an economic and marketing advisor 
at grade GS-16, and $8,500 for expenses of travel have been specifically 
denied. . 

The committee is not convinced that there is need for additional 
statistics in connection with the economic and financial reporting 
program. ‘There is no limit to the amount that could be spent for 
statistical studies of this nature, and this agency is spending $482,700 
for this Bureau in 1954. The committee does not believe that an 
additional amount should be appropriated for such purpose at this 
time, and in continuing the program at its present level is certain that 
this amount will be sufficient. During hearings on the bill it was testi- 
fied that the studies made by the Bureau of Industrial Economics 
started out as a service to all Government agencies, but that today 
demands for data made by the business community far exceed those 
made by Government agencies. It was stated that the reports con- 
tain valuable information desired by banking, industrial, and business 
executives, which information is not available and can not be compiled 
by business services, and that in all probability if the reports were put 
on a subscription basis there might very well be more subscribers than 
at the present time. If this is true and the reports are as valuable as 
represented, the committee suggests that the Commission might con- 
sider taking such steps as are necessary to place the reports on a sub- 
scription basis and charging a fee for the service established at a price 
not less than the break-even cost. 


GENERAL ACCOUNTING OFFICE 


The bill contains $31,981,000 for necessary expenses of this Office, 
which is a reduction of $219,000 in the budget estimate and is the same 
amount as was appropriated in the bill for this purpose in 1954. In 
the Supplemental Appropriation Act, 1954, an additional $300,000 of 
the unobligated balances of funds from the previous year was made 
available in connection with security investigations. This additional 
amount will not be available in 1955 and the committee is certain the 
reorganization of this agency already instituted by the Comptroller 
General on his own initiative will have a tendency to save operating 
costs and the reduction of $219,000 in the estimate can therefore be 
made without affecting its efficiency and value. There are three areas 
in which less money will be required than was originally estimated, 
they are travel, security investigations, and regular expenses not 
necessary because of savings already put into effect. The committee 
believes that the nominal reduction can be absorbed without difficulty. 
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GENERAL SERVICES ADMINISTRATION 


Operating expenses, public buildings service.—Funds are included in 
the bill in the amount of $94,460,000 for this item, a net reduction of 
¢3.600,000 in the estimate and a transfer of $17,340,000 to the item 
for emergency operating expenses. In previous years the appropria- 
tion for emergency operating expenses has been set forth as a separate 
appropriation and the committee has restored the language for this 
jtem. 

The committee has reduced the estimate by $5,000,000 for overhead 
costs which are excessive. It is suggested that $3,000,000 of this 
amount be used for additional repairs and improvements to govern- 
ment-owned buildings in the District of Columbia. During the 
hearings the General Services Administration stated that its budget 
could be reduced by $1,600,000 because 13 National Industrial Reserve 
installations now in the custody of the General Services Administra- 
tion would be transferred to the custody of the Department of Defense 
prior to June 30, and the Department of Defense has stated that most 
of this maintenance cost will be absorbed in its overall budget. 

Emergency operating expenses.—There is included in the bill $15,- 
647,000 for this purpose which is a reduction of $2,000,000 from the 
amount included in the budget and $4,553,000 below the amount 
included in the bill last year. This appropriation item was estab- 
lished in 1951 to provide funds for additional space required in con- 
nection with the emergency then facing the country. Many of the 
contracts for building space made at that time are still in effect, but the 
amount in 1956 can be reduced substantially. 

Repair, improvement, and equipment of federally owned buildings 
outside the District of Columbia.—The committee recommends the 
budget estimate of $12,000,000 for this purpose, a reduction of 
$2,000,000 below the amount available in 1954. This appropriation 
is available for repairs, renovations, and improvements to more than 
5,400 Federally-owned buildings outside the District of Columbia 
acquired at a cost of approximately $1,000,000,000 and containing 
nearly 104,000,000 gross square feet of floor space. Funds for post- 
office work-space improvements which were financed from this 
appropriation in the amount of $1,000,000 in 1954, will be the 
budgetary responsibility of the Post Office Department in 1955. 

Operating expenses, Federal Supply Service-——The bill contains 
2,600,000 for this purpose which is the same amount as the budget 
estimate and a decrease of $5,000 from 1954. This appropriation 
provides for basic operations of the Federal Supply System which 
includes personal property management practices, contracting for 
supplies, establishment of supply standards, inspection of com- 
modities delivered to the Federal Supply System, and overall supply 
management. The amount provided in the bill will continue the 
present level of operation for this activity. 

Expenses, general supply fund—The bill contains $11,066,800 for 
this purpose, a reduction of $2,033,200 in the budget estimate. Of 
this reduction $18,200 is due to denial of funds for 13 automobiles and 
$15,000 is the result of the decrease in costs for printing and repro- 
duction. The General Services Administration justifications state 
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that it expects to do approximately $142,500,000 in sales in 1955 
However, based on the first six months of fiscal year 1954 the sales for 
the year will only be approximately $105,000,000. Unless the Gen, ral 
Services Administration and the Department of Defense enter into 
an agreement whereby General Services Administration procures man, 
more of the common use items used by such Department, it appears 
that business will not exceed the 1954 level. This is a field in which 
the two agencies can very well cooperate and steps should be taken to 
reach an understanding as this condition has existed for several 
years. The reduction of $2,000,000 is based on an estimate that jj 
costs approximately $500,000 to do $7,000,000 in sales. Since it ap- 
pears that sales will be approximately $35,000,000 less than estimated. 
it is believed that the expenses to be incurred will be approximately 
$2,000,000 less than the amount requested. 

Operating expenses, National Archives and Records Service.—Tho 
committee has recommended an appropriation in the amount of the 
budget estimate of $5,000,000 for this purpose which is a reduction of 
$625,000 from the 1954 appropriation. This appropriation provides 
for basic operations dealing primarily with the administration and 
custody of permanent records of the Government, and the reduction 
of $625,000 below the amount available in 1954 should be made in 
activities other than records disposal, which results in a net saving to 
the Government. 

Administrative operations.—The bill provides $3,789,500 for this 
purpose. The committee has transferred back $307,000 of the esti- 
mate to the item for emergency operating expenses and has reduced 
the estimate for administrative operations by $3,500 for costs of 
printing and reproduction. This compares with an appropriation in 
1954 of $4,200,000, and the amount provided will be sufficient to 
permit operation on an efficient basis in 1955. 

Strategic and critical materials.—The budget estimates provide no 
additional funds for this purpose, but there is a prior year balance 
available of $225,000,000 together with reimbursements from non- 
Federal sources of $76,088,500 making a total of $301,088,500 avail- 
able in 1955 for this purpose. Funds in this item are available until 
expended, and in addition to appropriations the General Services 
Administration, as the custodian of the strategic and critical materials 
stockpilmg program, together with other agencies, is authorized to use 
borrowing authority established under section 304 (b) of the Defens 
Production Act of 1950, as amended, up to the maximum amount 
authorized of $2,100,000,000. 

The committee has included language in the bill which places a 
limitation on the maximum amount available for personal services of 
$7,000,000, a reduction of $409,850 in the amount requested. There 
is evidence of considerable overstaffing in this program, which is not 
subject to close supervision, and the amount of effort engaged in 
transferring stockpile materials in and out of storage is considered 
to be excessive. The amount of the limitation will provide personal 
services adequate to meet the real needs of this program. 

The bill also contains a provision that no amount of the money 
provided may be used to construct warehouses or tank storage 
facilities. This language is included in the bill to prevent the con- 
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struction of warehouses at a time when increased space in commercial 
warehouses is becoming available, and every effort should be made to 
utilize such space. 

In this program constant coordination is maintained with the 
Department of Defense in order that all existing military space in 
the proper areas can be fully utilized. In recent years little military 
space has been available for this program due to the use of such space 
for defense items. It is possible that in the next year space in excess 
of military needs may develop and it is suggested that the Department 
of Defense inform the General Services Administration what facilities 
they plan to vacate so that such space may possibly be used to store 
strategic materials required for defense. 

Strategie and critical materials (liquidation of contract authoriza- 
tion). —The bill provides that $27,600,000 of funds previously appro- 
priated under the title ‘‘strategic and critical materials” shall be used 
to liquidate contract authorization available since the inception of this 
program. Of a total of $920,000,000 in contract authority originally 
available, $865,000,000 has been liquidated by appropriations. In 
1955 it is estimated that $27,600,000 will be liquidated leaving a bal- 
ance of $27,400,000 for liquidation in future years. 

Hospital facilities in the District of Columbia (liquidation of contract 
authorization). —The bill provides for an appropriation of $4,500,000 
to liquidate contract authorization provided under the head “ Hospital 
Center, District of Columbia’’, in the Independent Offices Appropria- 
tion Act of 1949. The total amount of contracts authorized is 
$19,500,000 and it is proposed to liquidate $4,500,000 this year, leaving 
unfinanced contract authorization of $15,000,000. Ground is being 
prepared for the hospital now and as construction is started appro- 
priations will be required to finance construction. 

Buildings management fund.—The committee has denied additional 
working capital for this fund. There is $3,000,000 available now and 
the Budget proposes to increase this amount to $6,000,000. The 
committee is of the opinion that the additional working capital is not 
required and that the General Services Administration can operate 
satisfactorily through additional advance billings and more vigorous 
collection efforts. 


HOUSING AND HOME FINANCE AGENCY 


OFFICL OF THE ADMINISTRATOR 


The Housing and Home Finance Agency administers the major 
housing activities of the Federal Government through the Office of 
the Administrator and four main constituent agencies, the Federal 
National Mortgage Association, the Home Loan Bank Board, includ- 
ing the Federal Savings and Loan Insurance Corporation, the Federal 
Housing Administration, and the Public Housing Administration. 

Salaries and expenses—The bill provides an appropriation of 
$2,668,500 for this purpose which is a decrease of $231,500 in the 
estimate and $547,050 less than the appropriation in 1954. The 
committee has reduced the overall operations of this office by $225,260 
which is a reduction of 35 positions and has reduced printing and 
reproduction and other object costs by a total of $6,240. 
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Capital grants for slum clearance and urban redevelopment.—The bij} 
contains $39,000,000 which is the amount of the budget request and 
is an increase of $19,000,000 over 1954. The purpose of this appro- 
priation is to make grants for slum clearance and community rede- 
velopment. The amount contained herein will complete the grants 
for an estimated 24 redevelopment projects, and provide partial 
payments on some 60 additional projects. 

Under the provisions of title I of the Housing Act of 1949, the 
Administrator is authorized to make capital grants to local public 
agencies to enable such agencies to make land available for redevelop- 
ment of land at its fair value. Section 110 (c) (II) of that Act defines 
a project to mean an area which is to be developed or redeveloped “fo; 
predominately residential uses.’”’ It is understood that administra- 
tively this broad term has been considered as not necessarily meaning 
that the residential use shall constitute any given percentage of the 
physical area or construction of a project for residential purposes, but 
can mean that a project could be 30 percent for park purposes, 30 
percent for commercial uses, and 40 percent for residential uses. 
Thus, only 40 percent of the project would be for residential purposes 
but probably would be considered as constituting ‘predominately 
residential use” of the project within the meaning of the Act. 

One particular abuse of this program has come to the committee’s 
attention, the Columbus Circle project in New York City. The com- 
mittee believes grants under this program should be made for projects 
clearly for predominately residential uses and is not in agreement with 
whatever interpretation has been made which will permit a grant for 
this type of project. The committee believes the capital grant and 
slum clearance program can be most constructive but can see no 
quicker way for the program to be destroyed than the way this project 
has tentatively qualified. The committee has included language in 
the bill which will correct without any question any situation of this 
nature that may arise in the future, and directs the agency and the 
General Accounting Office to take whatever steps are necessary to 
prevent the use of any Federal funds to finance either directly or 
indirectly a coliseum or other similar project, where housing and slum 
clearance features are of such secondary importance. The estimated 
Federal grant for this project is approximately $6,000,000 in cash and 
the City’s share is one-third in the form of cash and public facilities. 

Public Housing Administration—For administrative expenses for 
this constituent agency of the Housing and Home Finance Agency 
the bill contains $6,950,000, the amount of the appropriation for 
1954 and a reduction of $950,000 in the estimate for 1955. While 
some parts of this program are increasing, namely, the number of 
units receiving annual contributions contracts, the Administration 
will have no difficulty operating with the amount provided. No 
reduction has been made in the amount requested for the Office of 
the Commissioner. 

Annual contributions —The bill contains $63,950,000 for payments 
under annual contributions contracts in 1955, which is $5,150,000 
less than the amount of the estimate and is an increase of $20,650,000 
over the total amount appropriated in 1954. The amount of the 
appropriation required each year for payments under these annual 
contributions is steadily increasing and will run for a period of 40 
years. The only way to make a saving in this item is for the Public 
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Housing Administration to do its utmost to encourage economies 
by local housing authorities, and in its review of their budgets compel 
them to operate economically and reduce their budgets and so in some 
measure reduce the amount of annual contribution required. 

The bill contains language to permit for construction in fiscal year 
1955 twenty thousand dwelling units. This number of starts is to 
be limited to those local housing authorities which have binding con- 
tracts for construction of housing units. The number of such units 
is estimated at approximately 35,000 and it is recommended that the 
twenty thousand units be the maximum number allowed to go into 
construction in 1955 and that the remaining units with firm contracts 
go into construction next year and that this be the end of the program. 
Language included in the bill last vear under clause (2) of the last 
proviso of this section, prohibiting the agency from entering into any 
kind of preliminary or other future commitment for housing has not 
been included in the bill this year as it is permanent in effect, and the 
proposal in the Budget to repeal the section is denied. ‘The only 
justification for this program is in connection with slum clearance 
programs and it is upon this consideration that the committee makes 
its recommendation for twenty thousand units this year. 

Federal National Mortgage Association—The purpose of this Asso- 
ciation is to provide a secondary mortgage market for home mortgages 
insured by the Federal Housing Administration or guaranteed by 
the Veterans Administration. In the corporation section of the bill 
there is contained a limitation authorizing use of $3,238,000 of funds 
for administrative expenses which is a reduction of $12,000 from the 
appropriation in 1954 and is $112,000 less than the estimate for 1955. 
The committee has allowed the same amount as was appropriated for 
1954 less $12,000 resulting from decreased costs for printing and 
reproduction. 

During hearings the committee inquired as to whether a person 
owing a mortgage and wanting to purchase it would be permitted to 
receive the same discount on his mortgage as a financial institution 
desiring to purchase such a mortgage for its portfolio. It is under- 
stood that very few individuals would be able or would desire to take 
advantage of such an opportunity but the committee is of the opinion 
that such an opportunity should exist if a veteran or other mortgagor 
should desire to do so, and language has been included in the bill 
which will so provide. 

Housing loans to educational institutions. —The bill contains $375,000 
for administrative expenses of this program which is a decrease of 
$150,625 from the amount available in 1954 and is the amount of the 
budget estimate. This item authorizes use of funds for administra- 
tive expenses relating to loans to institutions of higher learning for 
construction of student and faculty housing. The total authorization 
of Treasury borrowing for this item is $300,000,000 and it has been 
limited to $100,000,000 at the close of fiscal year 1953, the cumulative 
total will be $150,000,000 by the end of 1954, and it is expected that 
the total by the end of fiscal year 1955 will be $175,000,000. 

Revolving fund, liquidating programs.—The committee report ac- 
companying the bill last year authorized the Administrator to estab- 
lish under his jurisdiction a separate section to handle liquidation 
activities for programs in liquidation. The language proposed in the 
budget this year establishes a revolving fund for such purpose. ‘The 

H. Rept. 1428, 88-23 
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committee approves of this step in the right direction and encourages 
the administrator to take whatever steps are necessary to liquidate 
those programs which are no longer necessary. The budget language 
proposes that six programs which are in a stage of liquidation be con- 
solidated and administered by this single revolving fund. The pro- 
grams included in the budget recommendation are as follows: (1) The 
Alaska Housing Program established by Public Law 52, Eighty-first 
Congress, as amended by Public Law 531 of the Eighty-second Con- 
gress, (2) Loans for prefabricated housing which was transferred to 
the Housing and Home Finance Agency by Reorganization Plan No. 
23 of 1950, from the Reconstruction Finance Corporation, (3) War 
public works authorized by the Lanham Act before and during World 
War II to serve defense needs, (4) Defense community facilities ay- 
thorized by Public Law 139 of the Eighty-second Congress, (5) the 
first advance planning for non-Federal public works authorized by 
Title 5 of the War Mobilization and Reconversion Act of 1944, and 
(6) the second advance planning authorized by Public Law 352 of the 
Eighty-first Congress to make additional advances on similar public 
works. 

In addition to these programs the committee has included language 
to provide for the transfer of the Public War Housing program 
authorized under the provisions of the Lanham Act before and during 
World War II, the Subsistence Homestead and Greentowns _pro- 
gram operated under section 3 of the Act of June 29, 1936, and the 
Veteran’s Re-use Housing Program undertaken under title 5 of the 
Lanham Act, from the Public Housing Administration to this revoly- 
ing fund. Included in the transfer of the public war housing is 
the defense housing program authorized by the Defense Housing 
and Community Facilities and Services Act of 1951 but it is under- 
stood that this program is not ready for liquidation and will be con- 
tinued to be managed under the fund until the earliest date it is 
ready for liquidation. In making these transfers the committee again 
emphasizes the fact that it believes that liquidation can be accom- 
plished more efficiently by the creation of a liquidation section which 
has that as its primary purpose. 

The amounts for administrative expenses for the various programs 
have been adjusted to provide the revolving fund with adequate 
administrative and non-administrative funds to administer these 
activities. In this connection a limitation of $3,940,000 has been 
placed on administrative costs and $20,000,000 on the total availabl 
for non-administrative purposes. 

Home Loan Bank Board.—The bill provides for $775,000 for admin- 
istrative expenses of the Board which is the same amount as is avail- 
able in 1954 and is a decrease of $12,000 in the budget estimate 
The requested increase to $2,395,000 for non-administrative expenses 
has been approved and the increase will permit additional examina- 
tion of Federal and State chartered institutions. 

Federal Savings and Loan Insurance Corporation.—The committee 
has allowed the same amount for this activity as in 1954 which is 
also the amount of the budget estimate. This Corporation operates 
under the supervision and direction of the Home Loan Bank Board 
and the costs of examinations are paid by the institutions examined. 
The purpose of this Corporation is to prevent defaults of insured insti- 
tutions and it conducts periodic examinations of the financial sound- 
ness of its members. 
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Federal Housing Administration.—The bill contains authorization 
for use of $5,000,000 of funds of the agency for administrative expenses 
W hich is a reduction of $350,000 in the budget estimate and a decrease 
of $322,800 in the authorization for 1954. In 1954 this administration 
was threatened with the possibility of a mild backlog of work and was 
given an increased authorization. The backlog has now been elim- 
inated and the amount provided while less than 1954 is a substantial 
increase over 1953 and will enable the administration to carry out its 
program at a satisfactory level of operation. 


INDIAN CLAIMS COMMISSION 


The committee has approved the amount of $117,000 requested in 
the budget for this purpose for the fiscal year 1955 which is also approx- 
imately the amount available in 1954. The claims filed by the end 
of the filing period, August 13, 1951, were 852. The amounts spe- 
cifically claimed, or estimated where possible in claims not stating 
the amount, approximate $3,016,377,000 exclusive of interest. T his 
figure applies to 244 of the 852 claims filed. On December 1, 1953, 
the Commission had completed action on 75 claims, and the Commis- 
sion will press forward with its work as rapidly as possible. No 
estimate can be given at this time as to how long it will take to dispose 
of all the claims as they are extremely involved and progress is largely 
dependent on the activity and ability of the Department of Justice to 
assign personnel to this work. 


INTERSTATE COMMERCE COMMISSION 


The committee considered language proposed in the budget esti- 
mates for this agency which would consolidate into one appropriation 
the items heretofore carried as separate appropriations for “oeneral 
expenses”, “railroad safety”, and “locomotive inspection”, and does 
not agree that railroad safety and locomotive inspection work should be 
consolidated with the other activities of the agency. It has accord- 
ingly included language in the bill which will continue the appropria- 
tion for general expenses as a separate item, and has consolidated 
railroad safety and locomotive inspection into a second item. The 
item for defense transport activities is included in the bill as a third 
appropriation under this head instead of as a separate item. 

General expenses.—The bill contains $9,816,000 for this purpose 
which compares with an appropriation of $9,600,000 in 1954 and 
$9,876,000 in the budget estimates for 1955. The committee has 
allowed the full amount of the budget estimate of $11,500,000 for the 
three activities proposed for consolidation but in separating them has 
allocated to railroad safety and locomotive inspection the same amount 
as in 1954 which is an increase over the budget instead of allocating 
all of the increased estimate to general expenses. The recomme nded 
appropriation for general expenses is an increase of $216,000 over 1954 
and will enable the Commission to finance on a full year basis the 
additional staff employed in 1954. There are certain areas in the 
Commission, however, that should be reduced, such as the staff of 
the Law Library which is excessiv e, the number of personnel engaged 
in compiling and analyzing basic statistical information in the Bureau 
of Transport Economics and Statistics, and field offices, which should 
be consolidated. 
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The committee has been concerned for a number of years about th, 
backlog which has been continuing in the Section of Complaints of the 
Bureau of Motor Carriers with little or no effort by the Commission 
to correct the situation. In each of the fiscal years 1951, 1952, 1953 
and in 1954 the committee has called attention to the unhealthy condi- 
tion and during that period has earmarked a total of $659,326 in addi- 
tional funds for this specific purpose. During the hearings the Com- 
mission was asked what was being done to bring this work up to dat, 
and eliminate the backlog, and the record is clear that none of the addi- 
tional amounts designated for such purpose were used by the Commis- 
sion as earmarked in the committee reports. The committee has found 
it necessary to earmark in the bill this year $1,100,000 for the Section of 
Complaints of the Bureau of Motor Carriers, which is an increase of 
$181,869 allocated by the Commission for this work in 1954 and an 
increase of $145,676 over the amount allocated by the Commission fo; 
1955 as presented in its justification. This will enable the Commission 
to begin to eliminate this backlog of applications which has grown at a 
greater rate than was anticipated. 

Defe nse transport activities. —The committee has included in the bil] 
language under this agency to carry out activities assigned to th 
Commissioner who is responsible for the supervision of the Bureau of 
Service under the Defense Production Act of 1950, as amended. The 
committee recommends an appropriation of $170,000 for this activity 
which is a reduction of $255,000 from the amount available in 1954 
and $105,000 less than the budget estimate. This activity started in 
1950 when the country was facing a new emergency and it appeared 
that there would be acute shortages of freight equipment and it would 
be necessary for the Government to exercise control and make cars 
available where needed. The authority for this activity will expire 
June 30, 1955, and the amount provided will enable the Commissioner 
to continue the most important and essential work and liquidate the 
activity by that date. 

Railroad safety and locomotive inspection.—The bill contains languag 
which consolidates these items which heretofore have been carried as 
two separate appropriations. The committee has included in the bil 
$1,684,000 for this purpose which is the same as the total amount 
appropriated in 1954 for the two separate activities and is an increase 
of $60,000 over the amount included for these activities in the budget 
estimates for 1955. The committee believes that in consolidating the 
two appropriations into one item it will be possible to obtain mor 
efficient performance in connection with this most important safety 
and inspection work, as the inspection staff can be consolidated 
administratively and one inspector can examine for both types of 
activity at the same time. The committee directs that no reductior 
shall be made in the number of inspectors and the new and abbreviated 
language is to enable the Commission to carry out the same activities 
for this item as have heretofore been financed from the two individual 
appropriations. Activities of the Bureau of Service are specifically 
exclided from this appropriation as are all other activities which 
would in any way lessen the amount of railroad inspection work as 
compared with 1954. The consolidation will undoubtedly increase 
the amount of inspection that can be done with the same amount of 
money. 
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INTERSTATE COMMISSION ON THE POTOMAC RIVER BASIN 


The bill includes $5,000 for the Federal contribution to the Inter 
state Commission on the Potomac River Basin. This Commission 
was created by compact among the four states in the Basin, together 
with the District of Columbia and the Federal government. The 
total budget for this interstate ageney for 1955 is $35,000, which is 
he same level as in 1954. The affairs of the Commission are adminis- 
tered by a staff of five employees headed by a Director at a salary of 
s9.360. Its purpose is to plan and promote cooperation between the 
parties to the compact and try to correct the serious pollution problem 
in the Potomac River which has existed to the detriment of all the 
parties. ‘ ; 

Considerable progress has been made with sewage abatement, in- 
lustrial waste, and acid mine drainage work, and it is believed that a 
method has been developed for preventing acid formation that will be 
if real value in reducing acid drainage in coal mining areas. 


NATIONAL ADVISORY COMMITTEE FOR AERONAUTICS 


The National Advisory Committee for Aeronautics is charged with 
the responsibility for Aeronautical research directed toward obtaining 
basic scientific and engineering data for continued improvement in 
the design of military aircraft, missiles, and their power plants. The 
agency has its central office in Washington and research facilities at 
Langley Field, Virginia, Moffett Field, California, and the Lewis 
Laboratory at Cleveland, Ohio. 

Salaries and expenses.—The committee recommends an appropria- 
tion for this agency of $49,000,000 together with not to exceed 
$1,000,000 of the unobligate “1 balance of prior y sar funds which total 
is a decrease of $3,600,000 in the 1955 estimate eal the same amount 
as the obligations incurred in 1954. Included in this reduction is a 
reduction in the number of new positions requested and maintenance 
of the average grade of employees at the same level as in 1954. There 
is a reduction of $4,250 for printing and reproduction as in other agen- 
cies of the bill. 

Construction and equipment.—The committee considered a budget 
estimate of $4,620,000 for additional facilities and has allowed 
$4,349,000 for this purpose, a reduction of $271,000 in the estimate 
and $2,890,000 less than the amount appropriated in 1954. The 
NACA proposes a number of alterations to existing facilities and two 
major additions, one at the Langley Laboratory, and the other at the 
Lewis Laboratory at Cleveland. The committee approves the proj- 
ects as recommended except the alteration to the supersonic wind 
tunnel estimated to cost $120,000 at the Lewis Laboratory. It has 
reduced the engine research facility at the same location by $151,000 
and by careful expenditure and design it can be completed within the 
limit of cost provided. 

This agency has made many additions to its plant during the last 
few years under the unitary wind tunnel plan, as has the Department 
of Defense, and the committee expects to look over the part of the 
program managed by the NACA at its earliest opportunity to be sure 
that there is no duplication of effort and that every economy is made 
in the maintenance and operation of the facilities. 
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NATIONAL CAPITAL HOUSING AUTHORITY 


The National Capital Housing Authority is the public housing 
authority for the District of Columbia, and it operates 112 low-rent 
housing units and 30 non-residential properties developed or acquired 
under Title I of the District of Columbia Alley Dwelling Act of 1934. 
It also operates 7,027 units constructed under Title IT, and operations 
for this part of the program are financed under a trust revolving fund 
with part of the costs being financed from annual contributions con. 
tracts made with the Public Housing Administration. 

Operating expenses of Title ] properties, a small part of the overal] 
program, are financed by this appropriation. Rental income from 
these properties is estimated during 1955 at $55,759, but under 
provisions of the annual appropriation act the rental receipts from this 
activity are paid into miscellaneous receipts of the Treasury and are 
not available for operating expenses. There is included in the bil] 
$43,000 for this purpose which is the same amount as the estimate and 
the appropriation for 1954. 


NATIONAL CAPITAL PLANNING COMMISSION 


Salaries and expenses.—The bill contains $143,000 for this purpose, 
which is a reduction of $12,000 in the Budget estimate and an increase 
of $18,000 over the appropriation for 1954. This agency is the 
central planning agency for the Federal and District governments in 
the National Capital and the activities of the National Capital 
Regional Planning Council, which coordinates planning in the counties 
and cities of the Metropolitan area. are also financed from this appro- 
priation. The committee has denied two new positions requested 
and has reduced the request by the appropriate amount. 

Land acquisition, National Capital park, parkway, and playground 
system.—The Commission requested $545,000 for this activity, an 
increase of $445,000 over the amount available in 1954, and the com- 
mittee has approved the request. The amount included in the bil] 
will provide $135,000 for the George Washington Memorial Parkway, 
$126,000 for Maryland stream valley parks, and $284,000 for District 
of Columbia parks, parkways, and playgrounds. The estimate 
presented by the Commission this year is to acquire properties which 
will close gaps in the overall program with properties which have 
been previously acquired, During the hearings it was stated that 
there was some uncertainty in the Commission and in the sureau of 
the Budget as to the future of the Capper-Cramton Act. The commit- 
tee has revised the language contained in the bill to make it clear that 
this is a final appropriation under the authority of the Act of May 29, 
1930, and if additional expansion of the system is desired, additional 
legislative authority will be required. It is with this thought in mind 
that the committee recommends the full amount of the budget 
request for this year so that the present program may be terminated 
in an orderly fashion and the missing links may join together isolated 
units already in public ownership. 


NATIONAL SCIENCE FOUNDATION 


The National Science Foundation as established under Public Law 
507 of the 8ist Congress is responsible for developing a national policy 
for the promotion of basis research and education in the sciences, for 
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supporting basis research, for awarding graduate fellowships, and for 
fostering the interchange of scientific information. 

The committee is very much interested in the coordination and 
elimination of duplication between and among Government agencies 
and private foundations in connection with all scientific research 
work, and would like to see the National Science Foundation have 
greater authority over activity in this field. The greatest weakness 
in the present program is that the Foundation has no control over 
research desired by other Federal agencies, or over the products of 
its scientific research program. The bill contains $11,000,000 for this 
agency Which is an increase of $3,000,000 over the appropriation for 
1954 and is $3,000,000 less than the amount of the budget estimate. 
The increase of $3,000,000 to the Foundation is granted on the as- 
sumption that the Department of Defense is reducing its request in 
its budget for basic research with universities and institutions by 
$3,000,000. 

The committee is of the opinion that the Foundation is over-staffed 
in administration and it certainly should not increase over the present 
level. No limitation has been placed on personal services in the bill 
this year, but funds for increased staff are specifically denied. The 
Foundation requested $982,000 for personal services in its budget 
presentation in 1954, but the committee approved only $771,000. 
In its budget for 1955 this agency shows it will spend $974,000 in 
1954 for personal services which is substantially the amount of the 
request, although only $8,000,000 of the $15,000,000 requested was 
approved. The committee feels this is a disproportionate increase 
and will be following expenditures for this purpose closely to see if a 
limitation is necessary in the future. 


RENEGOTIATION BOARD 


This Board conducts renegotiation with contractors and subcon- 
tractors to eliminate excessive profits from business with the Govern- 
ment in connection with procurement under the National Defense 
Program. During the hearings it was testified that the Government 
had received $107,872,511 in determinations as a result of work of the 
Board. 

The committee has included $4,500,000 in the bill for this activity, 
which is a reduction of $700,000 below the request and $692,800 less 
than the 1954 appropriation. It was testified before the committee 
that there would probably be twice as many refund cases out of those 
cases remaining as has been received from those adjudicated to date. 
The statutory date for the Board expired December 31, 1953, but it is 
to continue indefinitely until its work is finished. While considerable 
work remains to be done on cases pending, the work load will be getting 
lighter and the boards will have more experience with the adjudication 
process and the amount provided will enable them to operate with- 
out unnecessary extravagance. 


SECURITIES AND EXCHANGE COMMISSION 


This Commission is charged by law with the responsibility to pro- 
tect the interests of the public against fraud in buying and selling 
securities. 

For the salaries and expenses of this commission the committee 
recommends an appropriation of $4,700,000 which is $125,000 less 
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than the amount of the Budget estimate and $300,000 less than the 
1954 appropriation. The committee feels that there is an excessive 
number of lawyers in this agency and that the number of personnel 
in executive direction is too high. There is some overlapping and 
duplication between central office and field functions, and the com- 
mittee is of the opinion that some of this duplication can be avoided. 
There are six employees in the Commission library to servic: 
lawyers in the Washington office and this number can be reduced 


i” 


SELECTIVE SERVICE SYSTEM 


The Selective Service System, through the action of 4,000 local a 
appeal boards registe rs, classifies, and forwards men for induction in 
the Armed Forces. For this purpose, the committee recommends for 
1955 an appropriation of $29,003,063 which is a reduction of $2,496.93 
in the estimate and $879,337 less than the amount in 1954 The 
reductions made by the committee are set forth in the following table: 


ltem Red 

Administrative travel $41, 201 
Selectee travel 2, 000. 000 
Transportation of things 1 33. 907 
Penalty mail costs ; 100, 000 
Rents and utilities services ; ben — 16, 579 
Printing and reproductio1 5, 250 

Total reduction é ; bdacthis off : 2, 496, 937 


In explanation of the foregoing table, the committee has reduced the 
items for administrative travel, and transportation of things to the 
amount available in 1953. The General Services Administration 
assumed responsibility for $309,379 of space financed by the Selec- 
tive Service System in 1954, and the additional reduction for this 
purpose takes into account the additional amount to reduce the 
appropriation to the 1954 level. Penalty mail costs as shown in the 
table in House Document No. 330 are expected to be $485,000 for 
this agency in 1954, and in 1955 are estimated at $845,500. The 
committee expects these costs in 1955 will be far below the amount 
anticipated, and has reduced the estimate by $400,000. 

During the hearings it was testified that the estimates for the 
Selective Service System were predicated on estimated inductions of 
420,000 during fiscal year 1955. This estimate is the number of calls 
to be made by the Department of Defense and is a factor beyond the 
control of the Selective Service System. Since the hearings the 
committee has received reliable information that the number of calls 
are more likely to be 18,000 to 24,000 per month and for the month 
of May the Army has requested the Selective Service System to 
provide its induction stations with 18,000 men. On the basis of this 
information the committee reduced the amount included in the bill for 
selectee travel by $2,000,000 which is an amount completely dependent 
on the number of men forwarded for induction. It should be possible 
for the Director to make additional economies in this System and the 
committee is certain the amount provided will be adequate. 


SMALL BUSINESS ADMINISTRATION 


The Small Business Administration is the successor to the Small 
Defense Plants Administration, whose statutory authorities expired 
on July 1, 1953, and its purpose is to assist in maintaining the stability 
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of small, independent business enterprises. Its work is divided into 
four programs: (1) procurement assistance, (2) production assistance, 
3) financial assistance other than direct lending, and (4) financial 
assistance in the form of direct lending. Tbe funds for this agency 
are derived from two sources, direct appropriation, and a transfer 
of a portion of the funds in the Revolving Fund, Small Business 
(Administration, for administrative expenses in connection with loan 
programs. 

The bill provides for an appropriation of $2,025,000 together w ~ 
100,000 of the unobligated balance of funds remaining available a 
the end of 1954, which is a reduction of $525,000 in the estimate oa 
is $75,000 less than the appropriation for this purpose in 1954. In 
connection with the loan program the committee recommends the full 
amount requested for this purpose of $1,650,000, which is a transfer 
from the revolving fund and is an increase of $75,000 over the amount 
available in 1954 for this part of the program. The total amount 
made available to this agency in the bill is in total the same as is 

available for 1954. 

The committee is keenly aware of the importance of this agency to 
small business, and the importane e of the task facing the Administra- 
tion cannot be overemphasized. 

The committee is discouraged with the progress that has been made 
to date in the loan program. It is understood that this program is 
gathering momentum and soon will be in full operation. The com- 
mittee has included in the bill the full amount of $1,650,000 requested 
for this purpose as this is the most essential function of the agency. 

There are parts of the program with which the committee is not in 
full accord, and one is the overstaffing in the District of Columbia. 
The agency is overstaffed now and much of the estimate for 1955 is 
for staff that is not needed. The productive work will be accomplished 
in the field and the 198 employees in the District of Columbia on 
February 28 and the 210 requested for 1955 can be reduced. 

The committee has not written into the law a limitation on the num- 
ber of high-grade positions, but suggests that an analysis be made of 
its organization to determine that the grade assigned each position is 
justified. The committee has to look long and hard to find any agency 
that compares in the degree of overstafling and number of high grade 
positions. This agency has more positions in grades GS-16 and above 
than the Bureau of the Budget, Interstate Commerce Commission, 
Federal Communications Commission, Securities and Exchange 
Commission, and National Advisory Committee for Aeronautics to 
mention only a few. 

It is obvious to the committee that there is a great deal of duplica- 
tion between the work of the Small Business Administration, the 
small business specialists of the Department of Defense, and work 
done in the Department of Commerce. It is recommended that the 
Bureau of the Budget review the activities of various agencies engaged 
in rendering assistance to small businesses with a view to making the 
aids effective and centralizing in one authority responsibility in this 
very important field and eliminating the unnecessary and ineffective 
overlapping functions between different agencies. 

In connection with the lending authority of this agency it has avail- 
able from an appropriation to the revolving fund of $55,000,000 an 
unobligated prior year balance available in 1955 of $42,663,000. There 
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is authorization for up to $175,000,000 for working capital, and $55.- 
000,000 has been appropriated to this fund to date. Of the total 
authorization, not to exceed $150,000,000 is authorized for small busi- 
ness loans and $25,000,000 for disaster loans. It is estimated that 
approximately 700 small business loans amounting to $35,000,000 wil] 
be authorized in fiscal year 1955 as compared to 350 and $17,500,000 
in 1954. In addition, it is anticipated that approximately 500, 
amounting to $2,500,000 will be made in 1955 as a result of floods 
or catastrophes, the same number and amount as are anticipated for 
1954. 
SMITHSONIAN INSTITUTION 


The Smithsonian Institution operates two museums, two scientific 
bureaus, two art galleries, the Canal Zone biological area, and Inter- 
national Exchange Service. Its exhibits are some of the most interest- 
ing in the United States, and in 1955 it is estimated that some 3,500,000 
are expected to visit the Smithsonian institution, excluding the Na- 
tional Gallery of Art and National Zoological Park. This agency 
has on display some of the nation’s greatest treasures in science, art, 
and history. The magnitude of this institution can be appreciated 
when it is understood that only about one-seventh of the objects are 
on display. 

For this activity the budget proposes an appropriation of $3,000,000, 
the same amount as the appropriation for 1954, and the committee 
approves the entire amount. 

The Institution is undertaking a major renovation program to 
bring the exhibits up to date and present the displays in a more 
effective manner. This renovation program is estimated to take 10 
years at the current rate of progress. To assist in financing this 
renovation and to help bring it about as soon as possible the com- 
mittee during the hearings asked if consideration had been given to 
charging a nominal fee for the privilege of viewing the exhibitions. 
Guards are on duty at the exhibits at all times and the committee felt 
that a small fee which would be burdensome to no one would provide 
additional funds with which the renovation could be accomplished in 
a much shorter period of time. 

National Gallery of Art.—The bill includes $1,300,000 for expenses 
necessary for the operation of the National Gallery of Art, which is 
an increase of $25,000 over the appropriation in 1954 and the same 
amount as the Budget estimate. The additional amount will enable 
the Gallery to operate 8 additional exhibition rooms in 1955. 


SUBVERSIVE ACTIVITIES CONTROL BOARD 


For several years the Board has received testimony to determine 
whether organizations are ‘“Communist-action’” or ‘“Communist- 
front” organizations. For this activity the committee recommends 
an appropriation of $150,000 together with not to exceed $81,000 of 
the unobligated balance of funds which will not be used during the 
current year. This will provide a total of $231,000 for such purpose 
which is $69,000 less than the estimate and $119,000 less than the 
total appropriations in 1954. The amount contained in the bill is 
provided to finance the current level of activity, but if the workload 
should increase materially, the committee will consider a supplemental 
estimate to provide the funds essential for the operation of this 


Board. 
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TARIFF COMMISSION 


The committee has allowed $1,250,000 for this C ommission which 
is a reduction of $41,375 below the amount available in 1954 and a 
reduction of $77,000 in the estimate. During the hearings it was 
‘estified that this agency is asked on many occasions by other agencies 
to conduct special studies and develop information on special subjects. 
It is estimated that the equivalent of 11 positions at an annual cost 
of $66,000 are engaged in this type of work. The committee se- 
riously questions the need to furnish such information on a compre- 
hensive scale and has accordingly reduced the amount required by 
$66,000. If such studies are necessary, the Tariff Commission should 
be reimbursed for the estimated cost of providing such service, and 
the bill contains language which will so provide. 


THE TAX COURT OF THE UNITED STATES 


The bill contains funds for this Court which reviews determinations 
of tax deficiencies made by the Commissioner of Internal Revenue 
and decides whether there is a deficiency or an overpayment in Federal 
income, estates, gifts, and excess profits taxes. The committee recom- 
mends $1,000,000 for this purpose, which is $5,000 more than the 


I 


amount available in 1954 and is the amount of the budget request. 
TENNESSEE VALLEY AUTHORITY 


The committee recommends an appropriation of $103,582,000 for 
this purpose for 1955, which is $84,789,000 less than the amount 
appropriated for the current year and is a reduction of $38,218,000 
in the budget estimate. In addition thereto the budget for 1955 
provides $227,708,000 from operations. 

The following table sets forth the committee action in connection 
with various programs in this item: 


Recom- 
mended by Reduction 
committee 


Original 
budget 


Acquisition of assets 





Power facilities: Projects under construction. $120, 796,000 | $120, 796, 000 
ransmission system facilities.___ 12, , 000 —$12, 000, 000 
A iditions ¢ and Improvements at te sete projects 7,000 825, 000 152, 000 
Navigation facilities 234, 000 234, 000 - 
Investigations for future pre, ects. 125, 000 125, 000 
Chemical facilities 782, 000 782, 000 
General facilities. 423, 000 211, 500 —211, 500 
Distribution of administrative and general expenses... 1, 650, 000 1, 650, 000 
Total acquisition of assets .._- . P 136, 987, 000 124, 498, 500 12, 488, 500 
Program expenses: 
Resource development. 690, 000 —600, 000 
Other programs. 4, 946, 000 4, 946, 000 
Distribution of administrative and general expenses-.. 335, 000 295, 000 40, 000 
Total program expenses... aaa 5, 881, 000 5, 241, 000 —640, 000 
Less unobligated balance from prior year__.. —1, 068, 000 —1, 068, 000 
Less funds for purchase of 111 automobiles —89, 500 —89, 500 
B al ince available in subsequent years, and/or reserve for con- 
ngencies_. , ais 7 7 - — 25, 000, 000 — 25, 000, 000 


Total appropriated funds. -- snes : bee 141, 800, 000 103, 582, 000 — 38, 218, 000 
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There is included in the bill $120,796,000 to continue constructioy 
in 1955 of a total of 26 power units, including 22 units in 16 steay 
plants, now at various stages of construction. No reduction has heey 
made in this item. No new steam plants are proposed or recom. 
mended for construction in 1955. 

The committee has made a reduction of $12,000,000 in the appro- 
priation financed budget for transmission facilities and has trans- 
ferred this item to the corporate program. The corporate budget 
contains $25,000,000 for these facilities already and it is suggested 
that the entire amount of $37,000,000 be provided from this source 
Similar reductions have been made in funds requested for site im- 
provements and public-use facilities amounting to $152,000, and 
investigations for future projects at $125,000 which should also be 
financed in the corporate budget. One half of the amount of the 
request for office facilities and equipment, transportation facilities and 
equipment, trucks and other transportation facilities and equipment 
and other general facilities has been similarly transferred to funds 
available from operations. All the reductions heretofore outlined are 
transfers from the appropriation financed to the corporate financed 
budget, but are not rejections of the proposed expenditures as such, 

In its report last vear the committee stated that it was of the opinion 
that future programs for resource development should be financed 
from revenues or by local or state sources. Language is included jn 
the bill which will permit use of $600,000 of corporate funds in 1955 for 
such purpose and the budget estimate of $600,000 of the appropriated 
funds has been eliminated. The reduction of $40,000 for distribution 
of administrative and general expenses is related to the resource 
development program. 

The largest reduction included in the tabulation is a decrease of 
$25,000,000 in the balance of funds to be carried over into subsequent 
vears or held as a reserve for contingencies. The carryover into 1956 
is estimated in the 1955 Budget at $46,817,712 and the committe 
feels this amount can be safely reduced. The net effect of all the 
reductions set forth in this report on TVA, with the exception of th: 
$600,000 reduction in funds for resource development, is to approv: 
the program as proposed but to require additional use of corporate 
and reserve funds. 

Aside from the money amounts there are two legislative provisions 
in the language of the bill the committee recommends and would like 
to call to the attention of the Congress. One is a provision relating 
to payment of interest by the TVA on funds advanced by the Treasury 
and used to construct power facilities, and the other item relates to 
the authority of local units of government to establish rates for power. 

The first provision provides that the Tennessee Valley Authority 
shall pay each year to miscellaneous receipts of the Treasury from its 
power revenues an amount of interest equal to the amount of interest 
the Treasury must pay on moneys appropriated to the TVA for such 
purpose. In the program and performance narrative statement in the 
President’s Budget for this year is a statement in connection with 
payment of interest on power investment which states as follows: 


In order to carry out the power policy of the Administrstion of requiring : 
interest chorge on the Federal investment in power facilities 2 propos®l is bei 
developed for submission to the Congress to provide that an adequste rate of 
interest be paid to reimburse the Tressury for the cost of money invested 
power facilities of TVA 
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The provision ince ‘luded in this bill is intended to help the Tennessee 
Valley Authority and stop the increasing amount of criticism that is 
developing because of its expanding power requirements. This 
provision provides that the Authority, when it receives appropriated 
funds to build power facilities, repay to the taxpayers of the country the 
amount the taxpayers must pay in interest on the money to finance 

TVA power program. The committee feels that language of this 
iture will be an advantage to the region and also to the Govern- 
ment. The region will benefit from the same low ee ‘st rates as ms 
Treasury and the Government will be reimbursed by TVA for the 
quivalent of its cost for providing the funds. 

The other provision in the bill states that no limitations shall be 
placed by the Tennessee Valley Authority on — rates of power 
fixed by jocal distributors. The committee does not believe it is good 
policy for the TVA to interfere in the business of municipalities and 
local units of government. 


VETERANS ADMINISTRATION 


The committee recommends a total of $3,779,432,800 for the 
Veterans Administration for the fiscal year 1955, as compared with a 
total of $4,198,968,264 for the fiscal year 1954. The amount recom- 
mended is $419,535,464 less than the 1954 appropriation and 

113,040,200 below the 1955 budget estimate. The following table 
is inserted at this point to show the appropriations for 1954, the 
amount of the estimates for 1955, and amounts recommended in the 
bill, for the various administrative programs of this agency: 


ans Administration administrative appropriations (exclusive of benefit payment 


programs 


Recom- 
mended in 
bill for 1955 


A ppropria- Budget esti- 
tions, 1954 mates, 1955 


General operating expenses 4 $193, 531,000 | $164, 700, 000 
Medical administration and miscellaneous operating expenses 14, 870, 400 14, 654, 000 
Inpatient care 

\ 


' r 


ntenance and operation of hospitals 1 555, 000, 000 | 2 561, 262, 500 
Contract hospitalization 20, 583, 100 18, 891, 000 
1ance and operation of domiciliary facilities 24, 248, 200 24, 236, 000 


patient care 92, 677, 900 76, 744, 000 76, 744, 000 
intenance and operation of supply depots__-- 1, 800, 000 1, 654, 000 1, 654, 000 


lotal appropriations__.- ohhh bediien 1 902, 710, 600 | 2 862,141, 500 | 2855, 101, 300 


Includes $7,000,000 from reimbursements for services performed for other Government agencies and 
iduals 

Includes $7,134,500 from reimbursements for services performed for other Government agencies and 
iduals 

Consolidated into the above appropriation 


General operating expenses.— This appropriatioa contains expenses 
for the three major divisions of the Veterans’ Administration. It 
provides for (1) general administration, which includes executive 
direction of the agency, administrative services for departmental 
activities, the Board of Veterans Appeals, and the Veteran’s Educa- 
tion Appeals Board; (2) insurance activities, and (3) administrative 
expenses in connection with veteran’s benefits. The committee 
recommends $163,922,300 for this purpose which is a reduction 
of $777,700 in the estimates and a decrease of $29,608,700 from 
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the 1954 appropriation. The committee has reduced the estimate 
for expenses of travel by $510,000, the amount provided for office 
supplies by $120,000, and the amount requested for costs of printing 
and reproduction by $94,700. 

Medical Administration and miscellaneous operating erpenses.—This 
appropriation finances the overall supervision of the medical, hospital 
and domiciliary programs, including administration of the constry, 
tion program and medical research. ‘The committee recommends the 
amount of the budget estimate for this purpose of $14,654,000 which 
is $216,400 less than the amount available in 1954. Of the amoun: 
provided in the bill, $800,000 is appropriated specifically for prosthet; 
research. 

Inpatient care.—The committee has included in the bill this year 9 
new paragraph which consolidates into one appropriation the amounts 

carried last year for maintenance and operation of hospitals, contract 
hoopitalie ition, and maintenance and operation of domiciliary facili- 
ties. In 1954 the committee divided the appropriations for adminis- 
trative programs of this agency into seven separate appropriations 
and provided the total amount the VA stated it needed to operate the 
hospital program of $555,000,000. This arrangement has worked 
very satisfactorily and all the funds provided will not be required 
During hearings on the bill the committee, with assistance from its 

investigative staff, was able to point out to the Veterans’ Adminis- 
tration many areas where economies could be effected. The com- 
mittee is convinced that considerable economies can be made without 
in any way effecting the service to veterans in need of care if some of 
these suggestions are pursued. During the hearings the results of a 
business analysis of a representative sample of hospitals in the VA 
hospital program was used as a basis to try to determine what factors 
make certain hospitals more costly to operate than others. The 
committee will be interested in receiving next year a report from the 
Veterans’ Administration on what progress it has been able to make 
during the year in pursuing the constructive suggestions that have 
been made. 

For operation of the hospital program in 1955 the committee recom- 
mends the sum of $598,127,000, which is composed of $555,000,000 for 
maintenance and operation of hospitals, $24,236,000 for maintenance 
and operation of domiciliary facilities, and $18,891,000 for contract 
hospitalization. The latter two amounts are the same as the 1955 esti- 
mate and the $555,000,000 is the same amount as was appropriated in 
1954. On page 1708 of the record of the hearings a letter is iacluded 
which was received from the Veterans Administration subsequent to 
the hearing and it states that the Veterans Administration has agreed 
that the sum of $598,127,000 will be adequate to provide hospital care 
for an average of 127,000 hospital and domiciliary patients per day in 
Veterans’ Administration and contract hospital facilities. This is a 
saving of $6,000,000 in the estimate and can be accomplished without 
difficulty by combining the three items of hospital care into a single 
appropriation for inpatient care, and by amending the appropriation 
language so as to relate the amount of the appropriation to the aver- 
age daily patient load rather than an average number of operating 
beds. The committee is confident that a greater saving can be made 
but is willing to place the responsibility to operate the hospitals 
economically on the administration of the Veterans Administration. 
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This appropriation is based on no reduction in the present standards 
of medical care. 

Outpatient care.—The bill includes $76,744,000 for outpatient care 
which is the amount requested for 1955 and is $15,933,900 less than 
the appropriation in 1954. This amount provides $54,843,000 for 
opert ation of clinics, $7,194,000 for office services, $8,897,000 for fee 
basis medical care, ‘and $5,810,000 for fee basis dental care. These 
are approximately the same amounts as in 1954 except for fee basis 
dental care which is reduced substantially as the result of the limitation 
included in the bill last year which defines eligibility for dental treat- 
ment. The backlog which existed in outpatient dental care a year 
ago has been virtually eliminated and will be at a much lower level 
in 1955. 

Maintenance and operation of supply depots.—The committee recom- 
mends an appropriation of $1,654,000 for this purpose which is the 
amount of the estimate and a reduction of $146,000 below the amount 
available in 1954. This appropriation covers the cost of operating 
the supply depot system for distribution of hospital supplies and equip- 
ment. 

Compensation and pensions.—The committee recommends an appro- 
priation of $2,435,000,000 for payment of compensation and pensions 
to veterans eae benefit programs established by law. The com- 
mittee refers to its statement in its report on the Third Supplemental 
Appropriation Bill, 1954, with relation to this item where it suggests 
that a comprehensive review of papers and files is urgently needed. 
The committee recognizes the fact that funds provided for this item 
are to meet firm obligations of the Federal Government, but that 
this is an estimate and if an additional amount is required during the 
next fiscal year the committee will recommend funds to meet the 
situation. 

Readjustment benefits.—The bill includes an amount of $387,000,000 
for this appropriation to provide education and training, vocational 
rehabilitation for disabled veterans, administration for the loan guar- 
anty program, and housing grants for disabled veterans. This is the 
same amount as is requested in the budget and is a reduction of 
$277,311,000 below the appropriation for 1954. There is an antici- 
pated unobligated balance for 1954 in this fund of $199,132,166 which 
is available until expended and will be available in 1955 when the 
total amount available for obligation will be $590,612,066. 

Military and Naval insurance-——-The committee recommends an 
appropriation of $4,932,000 for this purpose which is an increase of 
$3,436,000 over 1954 and is the amount of the estimated needs for 
1955. 

Hospital and Domiciliary facilities —There is included in the bill 
$39,000,000 for this purpose to finance the hospital construction and 
alteration program for 1955. The major part of the funds will be 
applied to the Topeka and San Francisco hospitals still under the 
1948 bed-producing program, and numerous smaller programs are 
included. 

The committee has also included language in the bill which will 
solve a difficult problem which is causing delay in connection with 
construction of the neuro-psychiatric hospital at Cleveland, Ohio. 
Because of Civil Defense requirements it is not possible to locate the 
facility within the city and it is necessary to construct the installa- 
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tion at a site in the outlying areas where water facilities are not 
available. The City of Cleveland is willing to install water lines to 
the site and the language will authorize the Veterans Administration 
to enter into a contract that will be satisfactory to both parties. 

National Service Life Insurance.—The committee recommends an 
appropriation of $30,570,000 for this fund which amount is $44,430,000 
less than the appropriation in 1954 and is $6,000,000 less than the 
estimate. An actuarial study of this fund indicates that $6,000,000 
of the amount requested will not be required in 1955. 

Servicemen’s inde mnity. The bill contains $30,000,000 for this pur- 
pose, an increase of $5,000,000 over total appropriations for 1954 and 
the amount of the budget request. This appropriation provides for 
payments to beneficiaries of servicemen who die while in activ: 
service or within a period of 120 days after separation or release from 
active service. 

Grants to the Republic of the Philippines.—An appropriation equal 
to the request for $1,564,000 is recommended and this amount is a 
decrease of $167,000 below the amount appropriated in 1954. This 
item is to finance medical care and treatment for certain veterans in 
the Philippines at an annual rate of not to exceed $3,285,000 for a 
period of five vears. 

Major alterations, improvements, and repairs.—This language is 
proposed for this year to make improvements for non-bed producing 
construction projects costing less than $250,000 each at hospitals and 
homes and for alterations and improvements to regional offices and 
supply depots. The amount contained in the bill, $3,400,000, is the 
amount requested in the budget estimate. 


WAR CLAIMS COMMISSION 


The administrative expenses for this Commission are financed from 
the War Claims fund which consists of moneys derived from enemy) 
assets vested by the Office of Alien Property, Department of Justice 
This fund is established to pay the claims of internees of World War I! 
and various other claims as provided by the War Claims Act of 1948, 
as amended. 

The committee considered the budget estimate of $515,000 for 
administrative expenses and has recommended that amount, a reduc- 
tion of $335,000 below 1954. The Commission is scheduled to com- 
plete its activities on March 31, 1955, and the language in the bill 
provides for the completion of the activities of this agency by that 
date. 

During the hearings the committee made extensive inquiry into 
the adequacy of funds on deposit to the credit of the War Claims 
Fund and asked if assets held by the Alien Property Custodian would 
be sufficient to pay all claims. For several years the committee has 
been greatly concerned as to the potential liability on the part of the 
United States to backstop the claims awarded by this Commission 
and the appropriation bill authorizing payment of claims has earried 
language for a number of years providing that no claims shall be 
allowed or paid under the provisions of the War Claims Act of 1948 
from any funds other than those covered into the Treasury under the 
terms of the Act. Public Law 211, approved August 7, 1953, which 
authorized the latest transfer of funds not to exceed $75,000,000 to 
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the fund, contained language not previously carried in such transfers. 
It provides that there is authorized to be appropriated to the Attorney 
General such sums as may be necessary to replace the sums deposited 
by him into the fund, which in effect places a potential liability on 
the taxpayers of $75,000,000. The fund now contains total deposits 
of $210,000,000 and the Bureau of the Budget is holding in reserve 
$15,000,000 in addition to this amount. The latest analysis of the 
fund shows that it is expected that additional funds will be necessary 
for deposit to the War Claims Fund, and that $4,730,002 will be 
required out of the $15,000,000 in reserve. The committee wishes to 
call the attention of the Congress to this condition and make its 
concern for the potential liability to the taxpayers a matter of record. 


LIMITATIONS AND LEGISLATIVE PROVISIONS 


The following limitations and legislative provisions not heretofore 
carried in connection with any appropriation bill are recommended: 

On page 3, in connection with the Bureau of the Budget: 
Provided, That the Bureau of the Budget is authorized, without regard to section 505 
of the Classification Act of 1949, to place two additional positions in grade GS-18 and 
two additional positions in grade GS—17 of the General Schedule established by said 
Act. 

On page 7, in connection with the American Battle Monuments 
Commission: 
Provided further, That the Commission may reimburse other Government agencies, 


including the Armed Forces, for salary, pay, and allowances of personnel assigned 
to 1. 


On pages 7 and 8, in connection with the American Battle Monu- 


ments Commission: 


Provided, That the Commission is hereby authorized to erect such works of architecture 
and art in the National Memorial Cemetery of the Pacific as may be determined by 
the Commission with the consent of the Secretary of the Army. 


On page 24, in connection with strategic and critical materials, 
General Services Administration: 


Provided further, That no part of funds available shall be used for construction of 
warehouses or tank storage facilities. 


On page 28, in connection with the Housing and Home Finance 
Agency, capital grants for slum clearance and urban redevelopment: 


Provided, That no funds in this or any other Act shall be available for payment of 
capital grants under any contract involving the development or redevelopment of a 
project for predominantly residential uses unless incidental uses are restricted to 
those normally essential for residential uses: 


On page 42, in connection with the Tariff Commission: 


Provided further, That no part of the foregoing appropriation shall be used for making 
any special study, investigation or report at the request of any other agency of the 
executive branch of the government unless reimbursement is made for the cost thereof. 


On pages 43 and 44, in connection with the Tennessee Valley 
Authority: 


Provided further, That hereafter the board of directors of the Tennessee Valley 
Authority shall pay each year to miscellaneous receipts of the Treasury from power 
revenues interest on the amounts invested by the Authority in power-factlity properties, 
including construction in progress, from appropriations heretofore and hereafter made 
to the Authority and on amounts equal to the book value at the time of the transfer 
of power-facility properties obtained from other Federal agencies without reimburse- 
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ment by the Authority, less amounts of capital returned to the Treasury from sxe} 
revenues. The rate of interest shall be equal to the average rate of interest paid } 
the Treasury of the United States, during the prior fiscal year, on the public debj: 


On page 44, in connection with the Tennessee Valley Authority: 


Provided further, That no limitation shall be placed by the Tennessee Valley Authority 
on resale rates of power fixed by local distributors. 


On page 47, in connection with Inpatient care, Veterans Adminis. 
tration: 


Provided further, That the foregoing appropriation is predicated on furnishing in. 
patient care and treatment to an average of 127,000 beneficiaries during the fiscal year 
1955, excluding members in State or Territorial homes, and if a lesser number 

experienced such appropriation shall be expended only in proportion to the averag 
number of beneficiaries furnished such care and treatment. 


On page 51, in connection with Hospital and domiciliary facilities, 
Veterans Administration: 


Provided, That notwithstanding any other provisions of existing law the Veterans 
Administration is authorized to advance not to exceed $2,000,000 from construction 
funds previously appropriated, to the city of Cleveland, Ohio, for the construction or 
extension of necessary water facililies to the site of the proposed Velerans Administra. 
tion hospital, this amount to be repaid by the city of Cleveland in cash or water over a 
period of years as determined by the Veterans Administration and the city of Cleveland 


On page 59, in connection with the Federal National Mortgage 
Association: 


Provided further, That the Federal National Mortgage Association is authorized an 
directed prior to the conclusion of any sale of a mortgage at a discount to a financia 
institution to offer the mortgage to the mortgagor at the same discount, and that an 
offer shall be considered properly made when addressed by registered letter to the 
mortgagor, who may tender the purchase price, less discount, to the Federal National 
Mortgage Association within twe weeks from date of receipt of such offer. 


On pages 60, 61, and 62, in connection with Housing and Home 
Finance Agency, Office of the Administrator, revolving fund (liqui- 
dating programs): 


Office of the Administrator, revolving fund (liquidating programs): There is 
established as of June 30, 1954, a revolving fund, and the Administrator is authorized 
to credit said fund with all moneys hereafter obtained or now held by him or by any 
constituent agency of the Housing and Home Finance Agency or any other officia 
thereof, and to account under said fund for all assets and liabilities, in connection 
with (1) community facilities provided or assisted under title II of the Lanham Act, 
as amended (42 U.S. C. 15381-15384), or under title III of the Defense Housing and 
Community Facilities and Services Act of 1951, as amended (42 U. S. C. 1592 
1592n); (2) loans or advances made pursuant to title V of the War Mobilization and 
Reconversion Act of 1944 (68 Stat. 791), or the Act of October 13, 1949 (40 U.S. ( 
451-458); (3) functions transferred under Reorganization Plan No. 23 of 1950 
U.S. C. 1332-15, note), or authorized under sections 102, 102a, 102b, and 102 
of the Housing Act of 1948, as amended (12 U.S. C. 1701g—-1701g—8); (4) notes or 
other obligations purchased pursuant to the Alaska Housing Act, as amended (45 
U. S. C. 484 (a)); (8) subsistence homesteads and greentowns (Acts of June 29, 
1936, 49 Stat. 2035, and May 19, 1949, 63 Stat. 68); (6) public war housing under 
title I of the Lanham Act, as amended (42 U. S. C. 1521-1524), and defense housing 
under title III of the Defense Housing and Community Facilities and Services Act 
of 1951, as amended (42 U.S. C. 1592-1592n) ; and (7) veterans’ re-use housing under 
title V of the Lanham Act, as amended (42 U.S. C. 1571-1575): Provided, That said 
fund shall be available for all necessary expenses (including administrative expenses 
in connection with the liquidation of the programs carried out pursuant to the foregoing 
provisions of law, including operation, maintenance, improvement, or disposition 
of facilities, and for disbursements pursuant to outstanding commitments agains 
moneys herein authorized to be credited to said fund, repayment of obligations to the 
Treasury, and refinancing and refunding operations on existing loans: Provided 
further, That any amount in said fund which is determined to be in excess of require- 
ments for the purposes hereof shall be declared and paid as liquidating dividends to 
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Treasury not less often than annually: 
year not to exceed $3,940,000 shall be available for administrative expenses 
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Provided further, That during the current 


‘including not to exceed $265,000 for travel) for the foregoing purposes, but this 
nt shall be exclusive of payment for services and facilities of the Federal Peserve 
ks or any member thereof, the Federal home loan banks, and any insured bank 


n the meaning of the Act of August 2: 
git Insurance Corporation (12 U’. S. 
retary of the Treasury as a depository of public money of the 


> 


3, 1935, as amended, creating the Federal 
C. 264) which has been desiqnated by the 
United States: 


ded further, That after the effective date of this Act no additional notes or obliga- 
s shall be purchased from funds appropriated pursuant to the Alaska Housing 


{ct 


er 


tern inate on June 30, 195 4: 


1s amended (48 U.S. C. 484 (d)), except for the furtherance or refinancing of an 
ting loan: Provided further, That except for extensions, or refinancing, of existing 
obligations the authority to issue obligations to the Secretary of the 
ction 1 (4) of Reorganization Plan No. 23 of 1950 (6 U.S. 
Provided further, That all expenses 


Treasury under 
C. 1332 -14, note), shall 


not otherwise spe- 


’ 


ily limited in this Act, in connection with the programs administered pursuant 
: the foregoing provisions of law shall not exceed $20,000,000. 


COMPLIANCE WITH 


RULE 


XIII—CLAUSE 3 


The following submitted in compliance with Clause 3, of rule XIII: 


PENDING BILL 

On page 19, line 19, in connec- 
tion with Salaries and expenses, 
General Accounting Office: 


Provided, That the fourth paragraph 
under the heading ‘‘General Accounting 
Office’ in Public Law 137, approved 
August 31, 1951 (65 Stat. 274), as 
amended by Public Law 455, approved 
July 5, 1952 (66 Stat. 399), is further 
amended by changing ‘‘four positions in 
grade GS-18” to “‘five positions in grade 
GS-18’, and “thirteen positions in grade 
GS-16” to “twelve positions in grade 
GS-18’. 


EXISTING LAW 

Public Law 137, 82d Congress, 
as amended by Public Law 455, 
82d Congress, under the General 
Accounting Office, fourth para- 
graph: 


The Comptroller General of the 
United States hereafter is authorized, 
subject to the procedures prescribed by 
section 505 of the Classification Act of 
1949, but without regard to the numeri- 
cal limitations contained therein, to 
place four positions in grade GS-18, two 
positions in grade GS-17, and thirteen 
positions in grade GS-16 in the General 
Schedule established by the Classifica- 
tion Act of 1949, and such positions shall 
be in lieu of any positions in the General 
Accounting Office previously allocated 
under section 505. The authority 
granted herein shall not be construed to 
require or preclude the reallocation of 
any positions in the General Accounting 
Office previously allocated under sec- 
tion 505. 
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HOUSING ACT OF 1954 


Marcu 28, 1954.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 


Mr. Wo corr, from the Committee on Banking and Currency, 
submitted the following 


REPORT 


[To accompany H. R. 7839] 


The Committee on Banking and Currency, to whom was referred 
the bill (H. R. 7839) to aid in the provision and improvement of 
housing, the elimination and prevention of slums, and the conserva- 
tion and development of urban communities, having considered the 
same, report favorably thereon with an amendment and recommend 
that the bill do pass. 

The amendment strikes all after the enacting clause of the intro- 
duced bill and inserts an amendment in the nature of a substitute. 
The text of the matter inserted appears in italic type in the bill here- 
with reported to the House. 


I. Inrropucrory STATEMENT 


This bill as reported, referred to as the Housing Act of 1954, is a 
comprehensive measure designed to promote the efforts of our people 
to acquire good homes, and to assist our communities to develop 
wholesome neighborhoods in which to live. It is the outgrowth of an 
intensive study inaugurated by President Eisenhower last fall when 
he appointed the Advisory Committee on Government Housing Poli- 
cies and Programs consisting of leading citizens experienced in the 
problems of housing, mortgage finance, and community development. 
This Advisory Committee was requested to develop a new and re- 
vitalized housing program better adapted to current requirements, 
which would clearly identify the proper role of the Federal Govern- 
ment in the housing field and outline more economical and effective 
means for improving the housing conditions of our people. This 
study encompassed the entire scope of Federal legislative and ad- 
ministrative action to assist housing and improve the living conditions 
of our people. 


1 
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The.conclusions and recommendations of the Advisory Committee 
were set forth in the report which it submitted to the President on 
December 14 of last year. Most of those conclusions were reflected 
in the recommend: itions contained in the President’s special housing 
message on aa anuary 25 of this year (H. Doc. No. 306) and are ine luded 
in H. R. 7839. That report and the testimony of the many witnesses 
appearing ‘teks your committee furnished an unusually large and 
helpful bae kground of current information and informed judgment 
for considering and acting on the proposals contained in this bill. 

The provisions of the bill as reported, while relating to many phases 
of the housing programs of the Federal Government, are designed 
primarily to bring those programs in line with a few basic objectives, 
which include: 

Maintaining a high volume of residential construction, with the 
assistance of mortgage insurance, secondary market, and other credit 
facilities of the Federal Government; 

2. Providing a more even flow of home mortgage credit to all areas 
and assuring flexibility in home mortgage terms to keep pace with 
general economic conditions; 

3. Placing much greater emphasis on improving and conserving our 
exist ing supply of housing through— 

(a) FHA insurance programs which will assist repair and 
rehabilitation work of homeowners, provide mortgage insurance 
for rehabilitation projects, and bring mortgage terms for existing 
housing up to those applicable to new housing; and 

(6) Financial assistance to help the community attack on a 
new broad basis its overall problem of urban blight and deteriora- 
tion through rehabilitation and conservation, as well as slum 
clearance and urban redevelopment; 

4. Providing mortgage insurance to assist in bringing new privately 
built housing within the financial reach of a large “r segment of our 
increasing population; and 

5. Substituting private sources of funds for Government expendi- 
tures wherever possible, especially in connection with the provision 
of a secondary market for home mortgages. 

Your committee believes that one important feature of the bill, 
reported, to be noted at this point is the coordination of functions re- 
lating to a community’s attack on its overall problems of urban blight 
and deterioration, referred to in the bill as “slum clearance and urban 
renewal.” Such an undertaking assisted by the Federal Government 
under the bill would have to be in accordance with a “workable pro- 
gram,” approved by the Housing and Home Finance Administrator, 
for effective ly using the public or private resources of the community 
to eliminate, and prevent the development or spread of, slums and 
urban blight. Until such a program of the community is approved, 
no loan or grant could be made for an urban renewal project: under 
the bill as reported, no mortgage insurance commitment could be 
issued under the new special mortgage insurance programs provided 
in connection with urban renewal projects, and no future contract for 
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annual contributions or capital grants for public housing under the 
United States Housing Act of 1937, as amended, could be entered into. 
This requires a broad and effective program to be undertaken by the 
community itself as a condition to such Federal assistance, and re- 
quires the community to marshal and coordinate its own facilities for 
meeting its problems of slums and deteriorating areas. It also re- 
quires a coordination of the Federal programs to assist the community 
1 meeting these problems. 


MAINTENANCE OF Higu Levet or Construction or New Hovses 
A. FHA MORTGAGE LOAN AMOUNTS AND MATURITIES 


Title I of the bill as reported would change the various statutory 
ceilings on amounts and maturities of FHA-insured mortgages. 
Your committee believes that these changes would greatly simplify 
the statutory provisions involved and would assist in maintaining a 
high level of new housing construction. This simplification of stat- 
utory mortgage terms is greatly needed, particularly with respect to 
section 203 covering the insurance of mortgages on 1- to 4-family 
homes. Also, since FHA- or VA-insured or guaranteed home mort- 
gage loans represent a large segment of the home mortgage market 
and therefore exert a strong influence on the level of construction 
activity, your committee believes it desirable to permit the terms of 
such Government-guaranteed or insured home mortgage credit to be 
fully responsive to changing economic conditions, as would be per- 
mitted under the bill as reported. 

A simplified system of statutory maximum mortgage amounts for 
section 203 would be provided by the bill as re ported. The limits for 
l- to 2-family structures would be increased to $20,000 from the 
present limit of $16,000 (which was first established in 1934), and 
the maximums for 3- and 4-family structures would be increased to 
$27,500 and $35,000, respectively, from present limits of $20,500 and 
$25,000. For both new and existing structures with 1- to 4-dwelling 
units, the bill as reported would provide that statutory maximum 
mortgage amounts be limited to 95 percent of the first $8,000 of value 
plus 75 percent of the value in excess of $8,000. This single formula 
would replace a very complex series of maximum mortgage limita- 
tions applicable under the present Jaw to a variety of types of struc- 
ture, sizes of units, and construction status of structures. The single 
formula would also remove the present statutory disadvantage of 
mortgage terms for existing construction. 

These new provisions in section 203 would provide a more con- 
sistent schedule of maximum mortgage amounts. For example, a 
new home with a value of $11,000 is now eligible for a mortgage of 
$9,450, or 85.9 percent of value. Another new house of $11,800 is 
eligible only for that same maximum mortgage amount, and a house 
of $12,000 value is eligible for a mortgage of 80 percent of value, or 
only $9,600—merely $150 more than is available to the house valued 
at $1,000 less. 
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The following table shows the changes which would be made by the 
bill in the section 203 maximum mortgage amounts: 


PROPOSED AND CURRENT SCHEDULES FOR MAXIMUM MORTGAGE AMOUNTS FoR 1- To 
4-Famity HoMe Morteaces INsuRED UNDER FHA Sec. 203 


A. 1- and 2-family home mortgages 


Proposed Current 


1-and2-family,new | 1-family new, sec. | 1-family new, sec. 1-and 2-family, new 

















and existing’ (all | 203 (b) (2) (D)#| 203 (b) (2, (C) 4] 3nd oy arn 
Federal Housing mortgagors ex- (owner-occupant (owner-occupant (all >) (2) (A)* 
Administration cept operative mortgagors) mortgagors) - ones 
appraised value builders) bulla. — ive 
(per structure) | | — 
} — tT. es = = x | Per. gee re- am 
| Maxi- Loan- Maxi- | Loan- | Maxi- Loan- Maxi- Loan- 
} mum | value mum | value | mum value mum value 
| insured | ratio | insured | _ ratio insured ratio Insured | ratic 
mortgage® (percent) | mortgage | (percent) | mortgage (percent) | mortgage | (percent) 
| | } | 
GRE. cccocncneecnacel GEnee 95.0 | $3,800 95 $3, 800 95.0 $3, 200 80.0 
ids ciennbscee | 4. 750 95.0 4.750 | 95 4, 750 | 95.0 4, 000 80.0 
SD canines ttastneite 5, 700 95.0 | 5, 700 | 95 | 5, 700 95.0 4, 800 80.0 
vices | 6,650 95.0 6, 650 | 95 6, 650 | 95.0 5, 600 | 80.0 
|| NERS z, 600 95.0 | 7,600 $95 7, 350 o1.9 } 6,400 | 80.0 
cia yaceseainancci . 350 92.8 78. 550 95 . 050 9.4 7. 200 | 80.0 
oe eae 91.0 | 89,500 | § 95 8.750 | 87.5 8.000 | 80.0 
CT = 9, 850 | 89. 5 |.- . at 9, 450 85.9 8, 800 | 80.0 
RIND co i osu ce eues 10, 600 | 88.3 Rit vihwamtbeubtniedalucduedbawe 9, 600 | 80.0 
$13,000._._- ‘ 11, 350 87.3 |----. Deco nmannd iataninieeaicw wale: 10. 400 | 80.0 
$14,000__..._-- _.-| 12,100 86.4 |.- = SS acare : 11, 200 80. ( 
ON ae eee 12, 850 85.7 | ss Kees, pb wield 12,000 | w.0 
$16,000 suéin | 13, 600 85.0 ‘ ime i 12, 800 RO. { 
GR ee ncbvsetans | 14,350 | 84.4 |-- Bsa Néwasu sbodcceccl ‘Set 80.0 
I ccciie ic daie | 15, 100 | 83.9 |.- j —_—— a 14, 400 RO. ( 
Siiticccnencesn | 15,850 83.4 oe _| 15,200 80. ( 
$20,000 = | 16, 600 Se ie ots bs dbbecedade ete iis Jake 16, 000 80.0 
DER stccciseunnekel Cae MD lnkidednens cha sc tie aint a 16, 000 76.2 
$22,000 Si adee 18 100 82.3 i | glicetetindcndbasbontudos 16, 900 | 72.7 
I cde vib aee 18, 850 TY a ihhcdpeinddinhiect tie ods 16,000 | 69.6 
$24,000......- | 19,600 Ree Vases ficouaseucelcanmsapeer li<eeraaes 16, 000 | 66.7 
a ee 20, 000 | Oh Sik esi ed Ba LL) MR 65.0 
| | | | 








1 Proposed terms for 1- and 2-family new and existing: Not to exceed 95 percent of $8,000 value and 75 
percent of value in excess of $8,000, and not to exceed a mortgage of $20,000. 

? Current terms for 1-family new under sec. 203 (b) (2) (D): Not to exceed 95 percent of value and not to 
exceed a mortgage of $6,650, plus $950 per room for 3d and 4th bedrooms. 

’ Current terms for 1-family new under sec. 203 (b) (2) (C): Not to exceed 95 percent of $7,000 value and 
70 percent of value in excess of $7,000, and not to exceed a mortgage of $9,450 

4 Current terms for 1- and 2-family new and existing under sec. 203 (b) (2) (A): Not to exceed 80 percent 
of value, and not to exceed a mortgage of $16,000 per structure. 

§ Per structure. 

6 Minimum of 3 bedrooms per family unit. 

7 Minimum of 4 bedrooms per family unit, or minimum of 3 bedrooms per famly unit in geographic ares 
where Commissioner finds cost levels so require. 

§ Minimum of 4 bedrooms per family unit in geographic area where Commissioner finds cost levels so 
require. 
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B. 83- and 4-family mortgages (new and evisting homes) 






































3-family 4-family 
al Housing Proposed ! Current ? Proposed ! Current ? 
iinistration ec % sautihins 
value | 
structure) Maxi- | Loan Maxi- Loan | Maxi- Loan Maxi- Loan 
mum value mum value | mum | value mum | value 
insured ratio insured | _ ratio insured ratio insured | _ ratio 
mortgage | (percent) | mortgage | (percent) | mortgage | (percent) | mortgage | (percent) 
ee —— —|——— pce fen ef 
Bs eldensn- ssp SUD 91.0 $8, 000 | 80.0 $9, 100 | 91.0 | $8,000 80.0 
; 9, 850 89. 5 | 8, 800 80.0 | 9, 850 | 89. 5 8, 800 | 80. 0 
| 10,600 88.3 9, 600 80.0 10, 600 | 88.3 9, 600 80.0 
11, 350 7.3 10, 400 80.0 11, 350 87.3 10, 400 | 80. 0 
12, 100 | 86. 4 11, 200 | 80.0 12, 100 86. 4 11, 200 | 80.0 
12, 850 | 85.7 | 12,000 | 80.0} 12,850 | 85.7 12, 000 80.0 
| 13, 600 | 85.0 12, 800 80.0 13, 600 | 85.0 12, 800 80.0 
: 14, 350 84.4 13, 600 80. 0 14, 350 | 84.4 13, 600 80.0 
mee (ened 15, 100 83.9 14, 400 80. 0 15, 100 83.9 | 14, 400 | 80.0 
15, 850 83.4 | 15, 200 80.0 15, 850 83. 4 15, 200 | 80. 0 
16, 600 83.0 16, 000 80.0 16, 600 | 83.0 | 16, 000 | 80.0 
17, 350 82.6 | 16,800 80.0} 17,350 82.6 16, 800 | 80.0 
18, 100 82.3 17, 600 80.0 | 18,100 82.3 | 17,600 80.0 
‘ 18, 850 82.0 18, 400 80. 0 18, 850 | 82.0 | 18.400 380.0 
sencntull 19, 600 81.7 19, 200 80.0 19, 600 | 81.7 | 19 200 80.0 
é 20, 350 81.4 20, 000 80.0 20, 350 | 81.4 000 80.0 
20, 800 81.2 20, 500 80.0 |. . i asaaren . 
Lentocsaschaes 21, 100 81.2 20, 500 78.8 | 21,100 81.2; 20,800 80.0 
denep 21, 850 80.9 20, 500 75.9 21, 850 80.9 21, 600 80.0 
- Sua 22, 600 80.7 20, 500 73. 2 22, 600 80.7 22, 400 80.0 
Licata 23, 350 80. 5 20, 500 70.7 23, 350 80. 5 23, 200 80.0 
24, 100 80.3 20, 500 68. 3 24, 100 80.3 80.0 
dosed 24, 850 80. 2 20, 500 66. 1 24, 850 | 80.2 | 80.0 
wminatiowes jae —- - = | 25, 000 80.0 | 80.0 
25, 600 80.0 20, 500 64.1 25, 600 80.0 78.1 
26, 350 79.8 20, 500 62.1 26, 350 79.8 75.8 
aeETssennens 27, 100 79.7 20, 500 60. 3 27, 100 79.7 73.5 
cones mn ssesese 27, 500 79.5 20, 500 0.2 ins.- — aloe penstssece 
eae cewknean = initinansathancihe one 27, 850 79.6 | 71.4 
as Jnéemdwss cess — . 28, 600 79. 4 | 69.4 
wae syste hn onuttneneyhinnemnpsud eee | 29, 350 79.3 | 67.6 
etna captis « oo wbcenanealacoenms | 30, 100 79.2 | 65.8 
atninbaitieisanthdias bbiae ° - oe 30, 850 79.1 4 64.1 
inlnwnwes - 31, 600 79.0 62. 5 
Pia wnds | 32,350 78.9 61.0 
| . | 33,100 78.8 59.5 
Pu naieadarie | 33,850 78.7 58.1 
sil Lilie « ¢hhuphabe bend 34, 600 78.6 56.8 
sede Se emits |--------+-|----- fi aefocacaginn. » Se 78.6 56.1 
! ' ' ' ' 








1 Proposed sec. 203 (b) (2): Not to exceed 95 percent of $8,000 of appraised value and 75 percent of such 
value in excess of $8,000, and not to exceed a mortgage amount of $27,500 for a 3-family structure, or $35,000 
na 4-family structure. 
2 Current sec. 203 (b) (2) (A): Not to exceed 80 percent cf appraised value, and not to exceed a mortgage 
of $20,500 for a 3-family structure, or $25,000 for a 4-family structure. 
* Mortgages on 3- and 4-family structures of less than $10,000 value are eligible for insurance on the basis 
f the above formulas but have been omitted from these schedules in order to conserve space. 
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A single statutory maximum mortgage term of 30 years for ppl 
cation to all section 203 mortgages would be provided by the bill a 
reported, replacing present varying limits ranging from 20 to 30 
years. 

In many areas, school construction does not keep pace with new 
homebuilding required to meet the growing population. In some 

cases where the need for new school facilities is urgent because of a 
as ge amount of new home construction in a partic salar area, interim 
relief could be provided if builders were permitted temporarily to 
rent one or more of their houses to local school boards for school class- 
room use. The bill as reported gives the FHA the discretionary 
authority to permit this in cases where it deems such action appro- 
priate, 

The bill as reported would also modify the section 207 rental hous- 
ing program of FHA by revising the maximum mortgage amount 
provisions to remove biog present $10, 000 ceiling and to allow mortgage 
amounts as high as $2,400 per room (or $7,500 per unit in projects 
with less than 4 rooms per unit) in projects of elevator type structures 
where FHA determines that construction cost levels require such mort- 
gage amounts. These changes would not alter the basic limitation of 
these mortgages to 80 percent of FHA’s estimated value of the 
property. 

The maximum mortgage limits for FHA section 213 cooperative 
housing would be changed in several regards: (1) Mortgages up to 
$25 million would be insurable for mortgagors publicly regulated or 
supervised as to rents, charges, and methods of operation; (2) in- 
creases would be provided in maximum mortgage amounts on a per 
room and per unit basis (to $2,250 per room, or $8,100 per unit for 
projects averaging less than 4 rooms per unit, with related further in- 
creases for veterans’ cooperatives) ; (8) additional increases in maxi- 
mum mortgage amounts would be permitted with respect to elevator 
type structures (to $2,700 per room, or $8,400 per unit in projects with 
less than 4 rooms per unit, with related further increases for veterans’ 
cooperatives) ; (4) mortgage limits would be based upon estimated 
values of properties instead of replacement cost, as formerly; and 
(5) uniform rather than graduated veterans’ preferential mortgage 
limits would be made available, but only to projects having at least 
65 percent of the membership composed of veterans. 

Your committee wishes to emphasize that these, as well as the 
similar adjustments in the maximum amounts and maturities for other 
FHA programs, would represent the statutory maximums, but they 
would not automatically go into effect upon the enactment of the bill 
as reported. The authority to establish the actual terms under which 
the FHA would operate would be vested in the President. Testi- 
mony received by your committee indicated it is contemplated that the 
President would, when this legislation is enacted, put into effect a new 
scale of maximum mortgage loan amounts employing the new author 
ity, but establishing the amounts somewhat below the various maxi 
mums permitted by the bill as reported. 
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B. FLEXIBILITY IN INTEREST RATES AND OTHER MORTGAGE TERMS 


Title II of the bill as reported would authorize the President to 
establish, after receiving advice from a committee consisting of the 
Secretary of the Treasury as chairman and the Housing and Home 
Finance Administrator and the Administrator of Veterans’ Affairs 
the maximum rates of interest on FHA and VA home loans and to 
regulate other terms in connection with such mortgages. This au- 
thor ity would permit flexibility in interest rates and other mortgage 
terms in order to keep pace with the general economic conditions. 

The bill as reported provides that maximum interest rates on FHA 
and VA home mortgages would be established by the President from 
time to time, on the basis of reviews to be made at his request by the 
aforementioned committee. Such reviews would be required to cover 
conditions affecting the mortgage investment market, and to take into 
consideration co onditions in the building industry and the national 
economy generally. The maximum interest rate could in no event 
be established at a rate exceeding the average market yield on market- 
able Government bonds having a remaining maturity of 15 years or 
longer, plus 214 percentage points. This provision is not a ‘formula 
which requires the interest rate to be set at 214 points above the average 
yield. It is a ceiling limitation permitting, within that limitation, 
the essential flexibility required for appropriate adjustment of the 
interest rate to changing economic conditions. ‘Testimony received by 
your committee indie ated that no increase in the present maximum 
interest rates is contemplated under present market conditions. 

The chart following this paragraph shows the average market yields 
for the past 10 years on marketable Government bonds having a 
remaining maturity of 15 years or more, plus 2 and plus 214 percent- 
age points, as compared with the maximum interest rates in effect on 
FHA section 203 loans. It is to be noted that a 214 percentage point 
spread over the yield on long-term Government bonds would have 
provided the necessary flexibility to have in effect maximum interest 
rates on FHA-insured section 203 loans which would be effective in 
the market. However, it also shows that, if the spread had been only 
2 percentage points above the bond yield instead of the 214 provided 
by the bill as reported, the interest rate would have been limited to 
less than 414 percent in 1946, 1947, and in parts of 1945, 1948, 1949, 
and 1950, ‘During these periods the maximum interest rate in effect 
for FHA-insured section 203 loans was 414 percent. In 1946 and 
1947, a 4 percent rate on FHA-insured section 603 home loans under 
the veterans’ emergency housing program was effective in producing 
an adequate supply of mortgage funds. However, during parts of 
1948 and 1949, when a 2 percentage point spread would have pre- 
cluded a 414 percent rate on FHA-insured section 203 loans, a lower 
‘ate probably would have been inadequate to induce a sufficient supply 
of funds for such loans. Thus, the 2 percentage point spread would 
not have provided the necessary flexibility to permit an effective 
interest rate on FHA-insured loans. 
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he bill as reported would also place authority in the President to 
establish the interest rates on FHA debentures to be issued in pay- 
ment of mortgage insurance claiims and to establish the maximum 
financing charges for FHA property improvement and repair loans 
which are insured under title I of the National Housing Act. The 
President could also establish maximum fees and charges in connec- 
tion with FHA- and VA-aided residential mortgage loans, inciuding 
any special service charges permitted under title II of the National 
Housing Act. These fees and charges could be established on the 
basis of factors impeding an adequate flow of credit, and could be 
established for areas on the basis of their remoteness from sources of 
credit, as well as the size or other characteristics of mortgages. 

Subject to applicable provisions of law, the President would be 
authorized also to establish maximum mortgage maturities and maxi- 
num ratios of loan to value for FHA-insured and VA-guaranteed 
residential mortgage loans. In the case of loan to value ratios estab- 
lished in connection with loans guaranteed under the Servicemen’s 
Readjustment Act, a minimum preference of 5 percent on the first 
$8,000 of value, plus 5 percent of the excess over $8,000 is required 
to be maintained. 

The bill as reported contains a provision to make clear that action 
by the President under title II of the bill with respect to mortgage 
interest rates and terms can in no way impair any rights under ex- 
isting contracts or commitments. 


[1l. FHA Insurance For IMPROVEMENT AND CONSERVATION OF EXIST- 
ING HovusInG 


A. HOME REPAIR AND IMPROVEMENTS 


FHA title I loans —To assist in the improvement and conservation 
of existing houses, the bill as reported would amend title I of the 
National Housing Act to increase the maximum insured loan for 
modernization and repair from $2,500 to $3,000 and the maximum 
maturity from 3 to 5 years. The latter provision would reduce the 
monthly charges required to carry such loans by about 35 percent. 
For example, the monthly charge required to carry a $1,000 loan hav- 
ing a 5-year maturity would be about $21, as « rsa ae with about $32 
in the case of a 3-year maturity. 

related amendment would be made with respect to unsecured 
loans by Federal savings and loan associations. Under existing law, 
the associations may invest up to 15 percent of their assets in home 
repair or improvement loans insured under the FHA title 1 program 
or guaranteed or insured under the Servicemen’s Readjustment Act 
or in other unsecured loans for property repair or improvement where 
the amount of the loan does not exceed $1,500. The bill as reported 
would increase this limitation to $3,000. 

Certain changes would also be made with respect to title I loans to 
finance the iunprovement or conversion of existing structures used or to 
be used as dwellings for two or more families. The present maximum 
of $10,000 for this type of loan would be changed to $1,500 per family 
unit or $10,000, whichever is the greater, and the maximum maturity 
would be increased from 7 to 10 years. Testimony presented to your 
committee indicated that the expanded title I insurance program for 
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improvement or conversion of multi-family projects is expected to be 
operated principally as a substitute for insured mortgage financing 
under other programs in those instances where existing indebtedness 
precludes the use of regular mortgage insurance programs. 

The title I modernization and repair loans must be small and of 
short term because they are usually unsecured character loans, and 
the insurance of loans meeting the specified standards must be more 
or less automatic. The result, of course, is that the title I home 
modernization and repair loan program, while most useful and helpful 
in financing relatively less costly home repairs and improvements, is 
of limited assistance to families of modest income who need to finance 
major home improvements or modernization work. Assistance for 
such work, therefore, must be on a relatively long-term mortgage loan 
basis which permits lower monthly carrying charges. 

In connection with its title I home repair and improvement pro- 
gram, the FHA presently requires, as an administrative limitation, 
that any such improvement must be located within the boundary lot 
lines of the property. A special situation has come to the attention 
of your committee in which this administrative limitation results in 
unusual hardship. In some communities homeowners are required 
by State and local law or codes and regulations to maintain their 
sewer lines beyond the boundaries of their lots to the point of their 
connection with the public sewer system. In cases where the indi- 
vidual homeowner’s sewer line breaks, the necessary repairs can be 
financed with an FHA title I loan if the break happens to occur in 
the portion of his line located within the boundaries of his lot. How- 
ever, if the break occurs in the portion of his sewer line located 
outside the boundaries of his lot, he cannot secure a title I loan to 
finance the needed repairs even though he is required by law to main- 
tain that portion of his line and to make the repairs. Your committee 
is of the opinion that in such cases the present FHA administrative 
limitation works an unreasonable hardship upon the individual home- 
owners and should be waived. 

Open-end mortgages.—As a further aid in financing needed home 
additions or improvements, the bill as reported would authorize FHA 
insurance of advances to a mortgagor made pursuant to provisions 
in an open-end FIIA insured home mortgage. Open-end mortgages 
are mortgages which provide that the outstanding balance can be 
increased in order to advance additional loan funds to a mortgagor 
for improvement, alteration, or repair of the home covered by the mort- 
gage without the necessity of executing a new mortgage. Your com- 
mittee has been advised that in States where these mortgages can be 
used effectively, they eliminate the expenses of title search and record- 
ings otherwise required in connection with placing a new mortgage 
for the additional loan funds. Also, it permits the homeowner to 
borrow for the improvements at the low rate of interest prescribed 
in the mortgage and generally for a longer term than otherwise avail- 
able. The bill as reported would authorize the Federal Housing 
Administration to insure open-end mortgages only with respect to 
dwellings for four families or less. The Federal Housing Adminis- 
tration has advised that in administering this authority, it would per- 
form whatever appraisal, credit analysis, and property inspections 
as may be necessary to assure the adequacy of the security to sustain 
the increased insurance liability, and that charges for use of the open- 
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end provision will be computed to cover both processing cost and 
insurance risk. 

Your committee wishes to point out that the mere enactment of this 
authority will not automatically make it operate effectively, and that 
a great deal of work and study, both within and without the Govern- 
ment, must be done to assure that it operates effectively and that hous- 
ing consumers have an opportunity to obtain its full advantages. The 
Federal Housing Administration must take affirmative action to see 
that purchasers under insured mortgages are given this opportunity 
wherever possible under the laws of the particular State. 

Under existing provisions of the Servicemen’s Readjustment Act 
relating to the VA home loan guaranty program, open-end mortgage 
yrovisions may be utilized for home repairs or improvements, but 
additional guaranty coverage of the advances made under open-end 
mortgages is available only to the extent that the veteran has unused 
guaranty entitlement available. This is due to the fact that the Vet- 
erans’ Administration cannot extend guaranty coverage comparable to 
the proposed FHA program without a change in the existing statute, 
since the $7,500 entitlement currently available to veterans under 
section 501 (b) of the act is restricted to loans for the purchase or 
construction of residential property to be occupied by the veteran as 
his home. Consequently, additional entitlement for supplemental 
loans for the alteration or improvement of the veteran’s home is avail- 
able only if he used less than $4,000 of his entitlement in connection 
with the purchase or construction of his home. Testimony was pre- 
sented to your committee to the effect that in recent years most veteran 
home purchasers have used at least $4,000 of their entitlement in con- 
nection with the original purchase of the home, and, accordingly, have 
no entitlement available for alteration or improvement advances. 

The bill as reported includes provisions to correct this situation by 
removing the existing limitation on the use of the currently authorized 
$7,500 maximum by a simple amendment to section 501 (b) of the 
Servicemen’s Readjustment Act of 1944, as amended (thus permitting 
the $7,500 maximum to apply to loans for alterations, improvements, 
and repairs, as well as the purchase and construction of residential 
property), and by removing the April 20, 1950, date limitation. 

FHA title I program and the open-end mortgage.—In view of the 
fact that the bill as reported contains a provision authorizing the 
FHA to insure the advances under the so-called open-end mortgage, 
your committee deems it advisable to show the difference between the 
open-end mortgage and the alteration, repair, and improvement insur- 
ance program under FHA title I. The FHA title I alteration, repair, 
and improvement insurance program has been in effect since the incep- 
tion of FHA and is designed to provide a method of financing altera- 
tion, repair, and improvement loans which are not secured by a lien 
on the property involved. These loans have been short term in char- 
acter and the average loan has been approximately $570. This pro- 
gram offers homeowners an opportunity to secure this type of finane- 
ing at reasonable costs. 

The open-end mortgage is designed to permit homeowners to use 
the equity in their home as a basis for financing alterations, repairs, 
and improvements to their homes upon a more reasonable basis than 
otherwise would be required if it were necessary to refinance the entire 
mortgage in order to obtain the required loan funds. Although the 
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authority for and the limitations of the open-end mortgage are de 

termined by the laws of the individual States, a hypothetical example 
of the operation of the open-end mortgage would be as follows: \ 
owns a home valued at $15,000 upon which there was an origina! 
mortgage for $12,000 containing an open-end provision permitting the 
mortgage to serve as a lien upon the property for future advances by 
the mortgagee to the mortgagor in an amount (including the then out 

standing principal of the mortgage) not exceeding the original mort 

gage amount of $12,000. If the mortgagor had paid down his mort 

gage loan to $8,000 and required $3,500 to add an additional bedroom 
or bedrooms or to make other improvements or repairs to his property, 
the open-end mortgage would authorize the mortgaged property to 
serve as collateral for the amount of the advance plus the then unpaid 
principal, or $11,500. By using the open-end mortgage the mortgayoi 
could finance this $3,500 loan at a much more reasonable cost than 
would be required if he otherwise had to refinance his whole loan. 
This saving would be obtained principally through a reduction in the 
cost of title search and title insurance, and recordation fees. In addi 

tion the mortgagor would be able to amortize the $3,500 loan at a rea 

sonable monthly cost because the loan would carry the same rate of 
interest as the original mortgage loan and the term of the loan could 
run for the unexpired period of the term of the original mortgage. 
There may be cases in which a homeowner could use either the FHA 
title I program or the open-end mortgage in financing loans for the 
alteration, repair, and improvement of his property. The factors 
which a homeowner should review in determining which to use would 
be normally (1) the size of the loan required, (2) the purpose for 
which the loan is required, (3) the estimated life of the improvement, 
and (4) the difference in financing costs. 

The committee desires also to point out that at the present time 
homeowners who own their property clear of any lien and who desire 
to make improvements or repairs to their property can either use the 
FHA title | program or obtain a mortgage loan upon their property. 
In determining which course to pursue such homeowners are now 
governed by the factors enumerated above. 


B. REHABILITATION UNDER MORTGAGE INSURANCE PROGRAMS 


Section 203 mortgage insurance.—As previously indicated, the bill 
as reported would increase insured maximum mortgage amounts and 
terms for existing houses to the terms and amounts applicable to new 
housing. The elimination of this disadvantage to mortgages on exist- 
ing houses would provide an incentive to rehabilitation and conserva- 
tion. Thus, it could be of assistance to families wishing to enlarge or 
modernize their homes. It could also be of important assistance to 
the rehabilitation of homes for sale. 

These increases in mortgage amounts for existing houses can permit 
families to purchase homes better suited to their needs. For example, 
a newly constructed house with 2 bedrooms and an older house with 3 
bedrooms may both be appraised at $8,000. Under the existing law, 
the FHA may insure a loan of $7,350 on the newly constructed house, 
so that a family could purchase it with a downpayment of $650. 
However, on the older house, even though the appraised value is the 
same, the FHA could not insure a loan of more than $6,400. The 
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family purchasing the older house would have to make a downpay- 
ment of $1,600—$950 more than would be required to purchase a new 
house with the same value. In such a case, it could well be that the 
older house with 3 bedrooms would better meet the needs of a particu- 
lar family than the newly constructed 2-bedroom house, but solely 
because of the much Jarger downpayment required, the family might 
choose to purchase the new 2-bedroom house. 

Again, take the case of an existing house valued at $6,000 which 
with the addition of a bedroom and the modernization of the kitchen 
would be worth $8,000. Since FHA presently could not insure a 
loan of more than $6,400, a family purchasing the house and making 
the additions and improvements would have a cash outlay of $1,600 as 
compared to $650 for the purchase of a new house of the same value. 

Section 207 insurance in blighted area—TVo assure that the section 
207 rental housing program may be available for rehabilitation of 
existing structures in blighted areas, the bill as reported contains a 
provision making clear that nothing contained in that section shall 
preclude the insurance of mortgages covering existing construction 
located in slum or blighted areas. ‘The Federal Housing Commis- 
sioner would be authorized to require such repair or rehabilitation 
work to be completed as he believes necessary to remove conditions 
detrimental to safety, health, or morals. 

New sections 220 and 221 insurance programs—The new FHA 
section 220 and section 221 programs provided in the bill as reported 
would also assist in the improvement and conservation of our existing 
housing supply. These sections would authorize mortgage insurance 
to assist in financing the rehabilitation of existing dwellings as well 
as the construction of new dwellings in connection with slum clearance 
and urban renewal undertakings. Both of these new FHA insurance 
programs are discussed under the following heading. 


LV. New Sections 220 anp 221 FHA Procrams 


New sections 220 and 221 would be added to the National Housing 
Act to authorize FHA mortgage insurance to assist in financing the 
rehabilitation of existing dwellings as well as the construction of new 
dwellings in connection with slum clearance and urban renewal under- 
takings contemplated by title IV of the bill as reported. As stated 
earlier in this report, before either of the two programs could be used 
in a loeality, the Housing Administrator would have to certify that 
the locality has an approved workable program for eliminating and 
preventing slums and urban blight. However, the bill provides that 
section 221 mortgage insurance may be made available in a com- 
munity where an urban redevelopment project is underway at the 
time of the enactment of the Housing Act of 1954, even though the 
community has not yet developed a workable program and otherwise 
met the requirements for urban renewal projects. An urban rede- 
velopment project now underway could be continued under the law 
in effect prior to the enactment of this bill. 

Section 220.—This section would authorize the insurance of mort- 
gages financing the rehabilitation of existing dwelling accommoda- 
tions and the construction of new dwelling accommodations within 
an urban renewal area. An “urban renewal area” is defined as a 
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blighted, deteriorated, or deteriorating urban area which is appro- 
priate for an urban renewal project under title 1V of the bill as 
reported. 

Before issuing any commitments to insure mortgages under sec- 
tion 220, the Federal Housing Commissioner must be satisfied that 
there is a specific program of redevelopment or rehabilitation and 
conservation for a “delineated area” which will be effective in restoring 
the quality of that area to a condition which would justify mortgage 
insurance, and that there exists the necessary authority and financial 
capacity in the community to carry out the established program. The 
“delineated area” could be all or part of the urban renewal area, and 
the specific program of revelopment or rehabilitation and conserva- 
tion could be the urban renewal plan for the area. 

Maximum mortgage insurance terms under section 220 would gen- 
erally be consistent with section 203 for small properties, and with 
section 207 for projects of 12 or more units, with 2 exceptions: 
(1) In order to provide a full range of coverage for the various types 
and sizes of prenerties likely to be found in such areas, home mort- 
gage terms will be available for structures with from 1- to 11-family 
dwelling units, instead of the section 203 limitation of 1- to 4-family 
units. (2) Multifamily project mortgages, meeting maximum dollar 
limitations, could be as high as 90 percent of value in all cases. 

The new FHA section 220 mortgage insurance is available only 
for housing located within an urban renewal project area as defined 
in title I of the Housing Act of 1949, as amended by title IV of this 
billas reported. Section 105 (c) of title I of the Housing Act of 1949, 
as amended, requires that with respect to any urban renewal project 
there must be a feasible method for the temporary relocation of 
families displaced from the project area, and that there are or are 
being provided, in the project area or in other areas not generally 
less desirable in regard to public utilities and public and commercial 
facilities and at rents or prices within the financial means of the 
families displaced from the project area, decent, safe, and sanitary 
dwellings equal in number to the number of and available to such 
displaced families, and reasonably accessible to their places of employ- 
ment. Thus no FHA section 220 project can be carried out unless 
there is being provided adequate housing for the families who will 
be displaced from the urban renewal area in which such project is 
to be located. The new FHA section 221 mortgage insurance pro- 
gram would implement the relocation requirements of section 105 (c) 
of title I of the Housing Act of 1949, as amended, by affording an 
additional means of providing adequate housing in the community 
for families being displaced by urban renewal activities, and those 
families, of course, have a first preference to buy or rent any such 
section 221 housing. 

Section 221.—This new section is designed to assist in financing low- 
cost housing for families displaced as the result of slum clearance or 
other governmental action. The locality must have requested that 
this program be made available in the community. The total num- 
ber of dwelling units in properties covered by mortgages insured under 
section 221 could not exceed the total number of such dwelling units 
which the Federal Housing Commissioner determines to be needed 
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for the relocation of displaced families who would be eligible to ob- 
tain the benefits of the insurance under this section. 

Eligible displaced families would include families which are re- 
quired to move because of any form of governmental action, such as 
land acquisition by a public body, closing or vacating of dwellings by 
public officials, or the eviction of families from public housing because 
of their incomes or for other reasons. 

Some of these displaced families would be able to find decent homes 
in existing or new housing in the community, but many of them, be- 
cause of their low income, would not. Section 221 is designed to 
bring privately financed housing within the reach of at least some 
portion of these families by applying the FHA mortgage insurance 
system on the most liberal terms deemed feasible and on a frankly new 
and untried basis. 

The maximum mortgage under section 221 would be $7,600 per unit, 
or up to $8,600 in high cost areas. The maximum term would be 40 
years and the mortgage insured by FHA could be as high as 100 
percent of value. However, a minimum cash outlay of $200 would 
be required, which could include closing costs. The prope rties cov- 
ered by the insured mortgages under section 221 could be single-family 
homes newly construc ted or rehabilitated for sale to e ‘ligible displace d 
families, or they could be projects of 10 or more units (not necessarily 
contiguous) rehabilitated by private non-profit per itions for rent 
to such families. Mortgage financing would also be available for 
single-family homes built or acquired and repaired or rehabilitated 
for sale in amounts not to exceed 85 percent of value, to assist in the 
construction or repair and rehabilitation and provide financing pend- 
ing subsequent sale to a qualified owner occupant. 

To encourage private funds for section 221 projects, one of the 
terms of the insurance contract would provide that if the mortgage 
is in good standing at the end of 20 years, the mortgagee would have 
the option to assign the mortgage to FHA and receive in exchange 
debentures for the unpaid prine ipal balance of the mortgage. 


V. Oruer FHA Provisions 


A. INSURANCE AUTHORIZATION 


The bill as reported would consolidate into a single authorization 
all existing mortgage insurance authorizations with respect to all 
FHA programs, except the home modernization and improvement 
program under section 2 of title I of the National Housing Act. 
Testimony indicates that this would simplify operations under the 
present several separate insurance authorizations, and establish at all 
times the amount of the current mortgage insurance authority for all 
programs. The bill as reported provides that the total authorization 
shall not exceed the estimated amount of insurance in force and com- 
mitments outstanding as of July 1, 1954, plus $114 billion, except that 
with the approval of the President such total authorization could 
be increased by amounts up to a total of not to exceed $500 million. 
According to the estimates of FHA, the $2 billion additional author- 
ization provided for in this bill would be sufficient, with a reasonable 
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margin of safety, to permit FHA to continue its operations without 


interruption until June 30, 1955. 
B. CHANGES IN MUTUAL MORTGAGE INSURANCE SYSTEM 


The bill as reported would modify the mutual mortgage insurance 
system in order to increase the stre mngth of the mutual mortgage insur 
ance fund as a protection against the contingent possibility of payment 
of FHA debentures by the Tre: asury. This system is used to carry 
out the section 203 insurance program for 1- to 4-family home mort- 
gages. Fundamentally, the changes made by the bill as reported 
would combine the inde pendent resources of the 192 individual active 
group accounts in the present system into a single reserve system con 
sisting of a general surplus account and a participating reserve a 
count. Funds could continue to be distributed to terminating 
mortgagors from funds in the participating reserve account. 

Under the present system, only the resources of the general rein 
surance account stand between a deficit in liquidation of insurance fo 
a single year’s mortgages in a particular group account and a ¢: al 
upon the Treasury for ‘redemption of debentures issued. The provi 
sions in the bill as reported would make all the existing resources of 
the mutual mortgage insurance system available for redemption of 
maturing debentures before a call to the Treasury would be necessary. 


C. MISCELLANEOUS 


The bill as reported contains a number of other amendments of the 
National Housing Act which would transfer and consolidate or termi- 
nate certain insurance programs and make technical changes and 
refinements in programs. 

Under the bill as reported, the present section 8 mortgage insurance 
program for the financing of low and moderate income housing, par 
ticularly in suburban and outlying areas, would be absorbed into the 
section 203 program. This would include authority to permit a serv 
ice charge for small loans such as has been applicable under section 8. 

The bill would terminate the insurance program under section 8 of 
title I of the National Housing Act which was designed to assist in 
providing adequate housing for families of low and moderate incomes, 
particul: arly in suburban and outlying areas where it was not practi- 

cable to attain conformity with many of the requirements eee, for 
the i insurance of mortgages on housing in built-up urban areas. This 
program was first enac cted in 1950. In lieu of providing for a Sisdeate 
insurance program of the section 8 character the bill consolidates the 
section 8 program with the section 203 FHA program. In the testi- 
mony received by the committee on this subject fear was expressed by 
some that the section 8 program as proposed to be consolidated with 
the section 203 program would not be administered in the manner in 
which section 8 is presently administered and that the type of con- 
struction in the areas served by the section 8 program would suffer asa 
consequence. In this connection your committee wishes to make it 
crystal clear that the consolidation of the section 8 program into the 
FHA section 203 program is not to hinder the purposes and objectives 
of the present section 8 provisions and is to be administered in the 
same manner as the present section 8 program. There is a substantial 
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need for the section 8 type of home in many outlying and rural areas 
and the committee emphatically believes that these needs should con- 
tinue to be met. 

In its consideration of overall housing needs the attention of your 
committee has been brought to difficulties that had been experienced 
in obtaining FHA insurance on outlying properties. ‘The committee 
recognizes that sound underwriting procedures must be followed by 
FHA in arriving at property valuations. At the same time the com- 
mittee recognizes, however, that changes are taking place in the urban 
housing field, particularly in the extension of housebuilding out into 
the country along arterial highways. The committee is of the opinion 
that the FHA should recognize the changes that do occur and which 
may properly be reflected in sound underwriting practices. 

Under existing law there is statutory authority for a service charge 
in addition to the insurance premium and interest charge on mort- 
gages insured by FHA under section 8 of title I. As previously noted, 
this section 8 small home insurance program is to be integrated with 
the FHA section 203 insurance program. A service charge was per- 
mitted in connection with a section 8 mortgage because of the modest 
amount of the mortgage and because of the higher cost incident to 
the fact that many of these mortgages were written on properties in 
outlying areas. The bill as reported would permit a service charge on 
section 203 mortgages. It is the opinion of your committee that if a 
service charge is permitted to be collected in addition to the interest 
and insurance premium charges on such insured mortgages, the serv- 
ice charge should only be permitted in connection with lower cost 
homes similar to the present section 8 FHA insured mortgage pro- 
gram. In this connection, the committee calls attention to the fact 
that section 201 (4) of the bill as reported gives the President specific 
authority to set the maximum for any special service charge permitted. 

Representatives of the American Hotel Association in testifying 
before the committee again called the attention of the committee to 
the competition which some of their members are experiencing from 
the renting on a transient basis of housing accommodations insured 
by FHA. They informed the committee that in some cases operators 
of insured rental projects had obtained a city hotel license and were 
actually reserving some of the accommodations for rental only on a 
transient basis. It has never been the intention of the committee that 
FHA should insure hotel accommodations and your committee desires 
to reiterate its intention at this time. The rental insurance programs 
of the National Housing Act are designed to provide rental accom- 
inodations for family use. The mortgage loans insured are amortized 
by monthly payments of principal and interest derived from monthly 
rental income. <A project is not insured unless the FHA has deter- 
mined there is an adequate need for such accommodations in the 
community. The programs are not designed to cover hotels, nor is 
the insurance of hotel properties permitted. The fact that a project 
has been insured should therefore be a prohibition to rental on a 
transient basis. 

Your committee has given serious consideration to this problem 
and finds that there is presently adequate authority in the law for the 
FHA to impose controls in connection with future mortgage insur- 
ance contracts which will prevent family accommodations being rented 
to transients. It is the intention of your committee that the FHA 
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impose such controls. With respect to housing covered by mortgage 
insurance contracts prev iously entered into, it is the intention of your 
committee that the FHA take firm action to obtain full compliance 
with such contracts as have been imposed for this purpose in those 
contracts, making such investigation and taking such other enforce- 
ment action as may be required. 

Also, a new section 222 would be added to the National Housing Act 
which would authorize insurance under sections 203 or 207 of (1) all 
classes of mortgage insurance transactions presently authorized under 
section 610 for the insurance of mortgages financing the sale of 
publicly owned housing, (2) refinancing mortgages under sections 608, 
903, and 908, and (3) mortgages assigned to the FHA Commissioner 
or acquired by him in the sale of acquired properties. 

The bill, as reported, would also terminate the FHA insurance pro 
grams for farm-housing mortgages (sec. 203 (d)), prefabricated hous- 
ing loans (sec. 609), construction loans for groups of single-family 
houses for sale (sec. 611), and the title VII program for insurance of 
the yield on equity investments in rental housing. The programs 
which would be terminated are virtually inoperative. 


VI. Seconpary Crepir Factuirry ror Home Morreages—F NMA 


Title ITI of the bill as reported would recharter the Federal 
National Mortgage Association with substantial changes in its author- 
ity and with provision for the eventual substitution of private capital 
for Government investment in its secondary market operations, 


A. CAPITALIZATION OF FNMA 


Under the bill as reported, FNMA would issue nonvoting capital 
stock. The initial issuance of stock would be subscribed for by the 
Secretary of the Treasury in an amount equal to the sum of the 
present capital stock of the existing FNMA and its paid-in surplus, 
surplus, surplus reserves, and undistributed ear nings as of the close of 
a cutoft date to be within 90 days following the effective date of the 
bill as reported. Testimony indicated that this bill will amount to 
approximately $70 million. The Secretary of the Treasury would 
be entitled to receive cumulative dividends on the capital stock held 
by him for each fiscal year from the date the capital represented by 
the stock is utilized until it is retired, at rates determined by him 
at the beginning of each fiscal year, based on the current average 
interest rate on outstanding marketable Government obligations. 

The bill as reported would also provide for capital funds from 
private sources. This private capital would be obtained only in con- 
nection with the secondary market operations of FNMA and would 
be available only for such operations. In its secondary market op- 
erations, the FNMA would require each mortgage seller to sie 
payments of nonrefundable capital contributions of not less than 
3 percent of the unpaid principal amount of the mortgages involved 
in any purchases or contracts for purchases. Conv ertible certificates 
would be issued to each mortgage seller evidencing the capital con- 
tributions made by the seller. These convertible ‘certificates would 
not bear interest, nor would any dividends be payable to the holders 
thereof. After all of the outstanding capital stock held by the Sec- 
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retary of the Treasury is retired and the Association has repaid all 
its obligations under the secondary market operations to the Treasury, 
these certificates would be convertible (on conditions imposed by the 
Association) into capital stock of equal par value. 

After all the stock held by the Secretary of the Treasury is retired 
and the Secretary holds no obligations of the Association, FNMA 
would be authorized to issue stock directly to mortgage sellers. The 
board of directors would be given power to declare dividends at a 
rate not to exceed in any year 5 percent of the par value of 
outstanding stock. 

FNMA would also be authorized to impose charges or fees for its 
services. Earnings would be transferred annually to a general sur- 
plus account. Provision would also be made for the establishment 
of reserves. The capital stock held by the Secretary of the Treasury 
would be retirable from funds of the capital surplus and the general 
surplus accounts. Except as to stock held by the Secretary of the 
Treasury, capital stock would not be retirable if, as a consequence, 
the amount remaining outstanding would be less than $100 million. 

As soon as possible after all the capital stock of the Association 
held by the Secretary of the Treasury has been retired, the Housing 
and Home Finance Administrator would be required to transmit to 
the President for submission to Congress recommendations for legis- 
lation to transfer the assets and liabilities of the Association in con- 
nection with, and the control and management of its secondary market 
operations, to the private owners of the outstanding capital stock. 


B. FUNCTIONS OF FNMA UNDER ITS NEW CHARTER 


Under its new charter the Federal National Mortgage Association 
would have three distinct and entirely separated functions— 

(1) provision of assistance to the secondary market for FHA- 
insured and VA-guaranteed home mortgages in order to furnish addi- 
tional liquidity for mortgage investments and thereby improve dis- 
tribution of mortgage investment funds, 

(2) direct Government assistance for certain types of these mort- 
gages, or for such mortgages generally if necessary to retard or stop 
a decline in home-building activities which threatens the stability of 
a high level national economy, and 

(3) management and liquidation of the mortgages held in the port- 
folio of the present Federal National Mortgage Association. 

To carry out these three functions, FNMA would be authorized, 
subject to the limitations prescribed by the bill, to purchase, service, 
or sell home mortgages insured by the Federal Housing Commissioner 
or guaranteed or insured by the Administrator of Veterans’ Affairs. 
No mortgage could be purchased at a price exceeding 100 percent of 
the unpaid principal amount of the mortgage, nor if the original 
principal amount thereof exceeded $15,000 for each family dwelling 
unit. 


1. Secondary market functions 

Under the bill as reported, the secondary market operations of 
FNMA would be confined, so far as practicable, to mortgages which 
are deemed to be of such quality, type, and class as to meet, generally, 
the purchase standards imposed by private institutional mortgage 
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investors. No mortgage could be purchased in these secondary mar- 
ket operations if it was insured or guaranteed prior to the effective 
date of the Housing Act of 1954. KFNMA’s activities would have to 
meet two principal objectives: First, to avoid excessive use of | 
facilities. Second, that its secondary market operations should be 
wholly self-supporting. Your committee believes that these functions 
should constitute a true secondary market, with FNMA purchasing 
only those mortgages which are generally marketable, and otherwise 
carrying on a business-type operation. 

FNMA would be prohibited from purchasing any participations 
or making advance commitments in connection with its secondary 
market functions, except that, in the discretion of the Board of Diree- 
tors, it could make commitments for purchase of an amount of mort 
gages equal to an amount of mortgages which FNMA sold to the 
lender to whom the advance contract would be issued. 

To carry out its secondary market operations, FNMA would be 
authorized to issue, with the approval of the Secretary of the Treas- 
ury, obligations for sale to the investing public. The aggregate 
amount outstanding at any one time could not exceed 10 times the 
sum of its capital, capital surplus, general surplus, reserves, and un 
distributed earnings. At the time of issuance, the total of obligations 
could not exceed the amount of the cash, mortgages, and Government 
bonds held by FNMA in connection with its secondary market opera 
tions. Such obligations would not be guaranteed as to principal or 
interest by the United States. 

The Secretary of the Treasury would be authorized, in his dis 
cretion, to purchase the secondary market obligations of the Associ- 
ation, but his holdings could not at any time exceed $500 million plus 
an amount equal to a total of the reductions in the amount of the 
existing FNMA portfolio which FNMA would be liquidating, or, 
in any event $1 billion. This authority of the Secretary of the Treas- 
ury would terminate when all of the capital stock held by the Secre- 
tary of the Treasury had been retired. This provides for Treasury 
backstop of FNMA debentures to be issued to the investing public, 
although it is believed that resort to Treasury borrowing should not 
be necessary. 

The Association would be required to pay annually to the Secre- 
tary of the Treasury an amount equal to the amount of Federal in- 
come taxes for which it would be subject if it were not exempt from 
such taxes as to its secondary market operations. 
¥. Special assistance operations 

The bill as reported would provide that the President, after taking 
into account conditions in the building industry and the national econ- 
omy and conditions affecting the home-mortgage investmet market, 
may authorize FNMA to make commitmets to purchase, and to pur- 
chase such types, classes, or categories of home mortgages as he may 
determine. The funds required to carry out these special-assistance 
operations would be obtained entirely from Treasury borrowings. 

Two methods of special assistance are authorized: 

First, FNMA could purchase and make commitments to purchase 
such home mortgages and participations therein, but the total thereof 
could not exceed $200 million outstanding at any one time. 
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Second, FNMA could be authorized to enter into commitments to 
make immediate cash participations in mortgages and to make related 
deferred participation agreements. The deferred participation agree- 
ments could be made ony on the basis of its purchasing an immediate 
cash participation of a fixed 20 percent undivided interest in a mort- 
gage and a related deferred participation agreement to purchase the 
remaining outstanding interest in such mortgage conditional upon 
the occurrence of a default. The total amount of such immediate 
cash participations—not including the amount of any related deferred 
participation agreements or purchases pursuant thereto—could not 
exceed $100 million at any one time. The $100 million limitation 
would relate to immediate purchase of a fixed 20 percent undivided 
interest in each mortgage, with purchase of the remaining interest 
in the event of default being excluded from such dollar limitation. 
Thus, the $100 million authorization would permit such special assist- 
ance to cover a total of not exceeding $500 million in mortgages. 

One type of mortgage for which the special assistance of FNMA 
would be made available, if necessary, is the new section 221 FHA 
insured mortgage (authorized in title I of this bill as reported) 
covering low-cost housing for families displaced by urban renewal 
and other Governmental activities. 


3. Management and liquidating functions 


Provision would be made in the bill as reported for the management 
and liquidation by the newly chartered FNMA of the present mort- 
gage portfolio held by the existing FNMA. These provisions are de 
signed to avoid disruption of the home mortgage market and loss to 
the Treasury. At the same time, the burden on the Treasury required 
by the carrying of the present portfolio would be reduced by per- 
mitting the substitution, as rapidly as practicable, of private financing 
for outstanding Treasury borrowings. 

To assure maximum private financing to carry the mortgages held 
in the present portfolio, FNMA would be authorized, with the ap- 
proval of the Secretary of the Treasury, to issue obligations for sale 
to the investing public. Such obligations would not be guaranteed 
as to principal or interest by the United States. The total of such 
obligations could not exceed the amount of the cash, mortgages, and 
Government bonds held by FNMA in connection with these manage- 
ment and liquidating functions. The proceeds of any private financ- 
ing would be paid to the Secretary of the Treasury in reduction of 
the present outstanding indebtedness of FNMA to the Secretary. 
FNMA would also be authorized to issue its obligations to the Secre- 
tary of the Treasury in sufficient amount to carry out its functions in 
this connection. However, the maximum amount of obligations 
which could be issued to the Treasury could never increase beyond the 
limit of $3,350 million to accommodate the present portfolio and out- 
standing commitments for which authority already exists. Provision 
would also be made for the progressive reduction of this maximum 
amount by the amount of cash realizations from the liquidation of the 
portfolio, with the objective that the entire investment of the Treasury 
shall be eliminated as promptly as practicable. 

The bill as reported provides that, after a cutoff date which must 
be not more than 90 days after this legislation becomes effective, no 








99 HOUSING ACT OF 1954 


mortgage shall be purchased by FNMA under the section relating to 
its management and liquidation functions except pursuant to a con- 
tract or commitment to purchase the same made prior to such cutoff 
date. In the early part of the defense mobilization program, FNMA 
set aside certain of its funds for the purchase of mortgages covering 
defense housing programed by the Housing and Home Finance Ad- 
ministrator within certain specified dates. When FNMA was subse 
quently given authority to make advance contracts or commitments 
to purchase mortgages covering programed defense housing, it was 
not required that any mortgages covered by these earier setasides 
obtain advance commitments. However, under the above provisions 
of the bill as reported, any such mortgages would either have to be 
purchased by FNMA before the cutoff date or covered by advance 
commitments made before the cutoff date; otherwise FNMA could 
not, under the section relating to its management and liquidating 
functions, purchase any such mortgages. 


VII. Suum CLearRance AND Ursan RENEWAL 
A. CHANGES IN TITLE I OF THE HOUSING ACT OF 1949 


Title IV of the bill as reported would broaden the present program 
of the Housing Agency under title I of the Housing Act of 1949 by 
providing for Federal assistance for urban renewal which could cover 
not only slum clearance and urban redevelopment but rehabilitation 
and conservation of blighted and deteriorating areas. Your com- 
mittee believes that this major change of emphasis would provide a 
much more realistic and effective approach toward eliminating and 
preventing the development and spread of slums and urban blight. 
It would permit an attack on the cause as well as the symptoms of the 
trouble. Under the bill as reported, projects could be assisted which 
include not only slum clearance but rehabilitation in broader neigh- 
borhoods or areas which may be deteriorated but are still suitable for 
conservation measures. 

The enlargement of the project area to cover an urban renewal 
area—which may be an entire neighborhood or a very large deterio 
rated area—would result in an expansion of the site improvements 
and facilities required for the larger area. Streets, utilities, parks, 
playgrounds, and other site improvements and public facilities when 
undertaken by the local public agency in order to accomplish the ur- 
ban renewal objectives could be eligible under the Federal finance 
contract. 

The cost of additional facilities and activities which are required 
to make possible sound clearance and redevelopment, or neighbor- 
hood restoration and renewal, and which are provided by the local 
community would, of course, be included as gross project costs. 
Thus, for example, the gross project cost—which determines the 
amount of the Federal expenditure—would include, in addition to 
costs in connection with planning and carrying out slum clearance and 
redevelopment as now authorized in the law, public expenditures in 
connection with: 

1. Carrying out plans for a program of voluntary repair and re- 
habilitation of buildings or other improvements in accordance with 
the urban renewal plan; 
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». Acquisition of real property and demolition or removal of build- 
ings and improvements, and disposition of property in the broader 
urban renewal area where nec essary to eliminate unhealthful, insani- 
tary, or unsafe conditions, lessen density, eliminate obsolete or detri- 
mental use, or to otherwise remove or prevent the spread of blight or 
deterioration; and 

3. Installation, construction, or reconstruction of streets, utilities, 
parks, playgrounds, and other improvements which are necessary for 
carrying out the urban renewal plan. 

The bill as reported would make ineligible, for inclusion as local 
grants-in-aid, revenue-producing public utilities the capital cost of 
which is financed by service charges or special assessments. Your com- 
mittee felt, for example, that if a community constructed new water 
mains required to serve or support an urban renewal project, but 
would eventually recapture the costs of such construction from serv- 
ice charges or special assessments against the users of that facility (as 
distinguished from general taxes or charges assessed againt all prop- 
erty in the locality), , such work should not be eligible for inclusion as 
part of the local grants-in-aid which the community is required to 
make. 

It should be pointed out that in many cases, rehabilitation of dwell- 
ings alone would not reestablish a deteriorated area as a sound neigh- 
borhood, as older deteriorated neighborhoods frequently are char- 
acterized by the poor condition of their streets and alleys, the lack of 
adequate sewers, poor lighting, the almost complete ‘lack of play- 
grounds, parks, or other open spaces, and by old and inadequate school 
buildings. Parks, playgrounds, and other recreation areas are thus 
essential to the reestablishment and maintenance of healthy neighbor- 
hoods. Also, streets, alleys, sidewalks, street lights, and other im- 
provements must be restored and rehabilitated to meet modern needs 
in order to achieve sound and lasting rehabilitation and conservation 
objectives. 

Under the present law, where a public facility primarily serves the 
redevelopment project area, the Housing Administrator is authorized 
to permit its entire cost to be counted as a local grant-in-aid even 
though it serves other areas to some extent. Also, under the present 
law, where it direc tly serves both the project area and other areas, the 
Administrator may provide, in computing the local grant-in-aid, for 
an appropriate apportionment of cost. There is at present no statu- 
tory guide, other than general guides such as the use of the word 
“primarily,” for determining when the cost will be apportioned. The 
administrative rules which have been in effect in this respect required 
apportionment and inclusion as a local grant-in-aid of only the appor- 
tioned cost of any such public facility in cases where the degree of 
the benefits to areas outside the project area amounted to one-third 
or more of the total benefits. The bill as reported would remove this 
from the area of administrative regulation by making such apportion- 
ment mandatory in all cases where the degree of the benefit to areas 
outside the urban renewal area is estimated at 20 percent or more of 
the total benefits derived from the facility. 

Under the provisions of existing law, an urban redevelopment 
project consisting of open land must be developed for predominated 
residential use. 
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The bill as reported by your committee would permit the property 
in an urban renewal project to consist entirely of open land to be 
developed for nonresidential use, where such land, because of obsolete 
platting, diversity of ownership, or other reasons, substantially im 
pairs or arrests the sound growth of the community. 

No provision is included in the bill as reported for increasing the 
present authorization for loans or capital grants under title I of the 
Housing Act of 1949. Testimony of representatives of the Housing 
Agency was to the effect that the broadened wey ace of Federal 
assistance provided in the bill as reported could be initiated and cai 
ried out during the coming fiscal year without any additional au- 
thorization. 

B. FHA ASSISTANCE FOR URBAN RENEWAL 


The new sections 220 and 221 FHA mortgage insurance programs 
which would be authorized by this bill as reported (title 1) are closely 
related to and are intended to supplement the provisions in the bill 
for urban renewal. The provisions of the section 220 program should 
provide a stimulus to local community action and #ncourage the sup- 
port of builders, lenders, and others in the rehabiytation of blighted 
areas. s 
The proposed section 221 FHA program shouid be particularly 
helpful in facilitating urban renewal programs in many communi- 
ties by providing housing for many of the families displaced from 
their homes as a result of urban renewal activities. The enforcement 
of local housing codes to reduce over-occupancy, the rehabilitation of 
housing, the clearance of slum areas, and other renewal activities 
generate needs for housing for relocation purposes. The relocation 
needs of the low-income families, particularly the minority group, 
are particularly acute and require special provisions. 

Your committee also calls attention to the fact that the inclusion of 
the provision that no contract for a loan and grant for any slum 
clearance and urban renewal project may be made unless the com 
munity concerned has presented to the Administrator, and the 
Administrator has approved, a workable program for dealing with 
the entire problem of urban slums and blight, including appropriate 
local codes and regulations relating to housing occupancy standards 
and adequate administrative machinery for the enforcement of such 
local codes and regulations, should have the effect of reducing the 
income in connection with properties in urban renewal areas to the 
extent that it is derived from illegal uses. Where the capitalized 
income from the particular property is a determining factor in the 
establishment of its value, this would mean that the acquisition cost 
would be lowered and, in turn, the amount of both the Federal and 
local grants would be lower than otherwise would be the case. 


C. WORKABLE LOCAL PROGRAM REQUIRED 


Your committee believes that the problem of eliminating urban 
slums and blight, while national in scope, is essentially a local problem. 
The basic responsibility for its solution should rest with the local com- 
munity, and, Federal assistance is justified only if the community is 
willing to face up to the problem of neighborhood decay and to under- 
take programs directed to its prevention. 
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Accordingly, the bill as reported provides that local community 
must present a workable program to the Housing Administrator for 
eliminating and preventing slums and urban blight, and the Admin- 
istrator must have approved the local program before Federal aid 
will hereafter be made available to the community for— 

(1) Slum clearance and urban renewal under title I of the Housing 
Aet of 1949, as amended ; 

(2) Low-rent public housing under the United States Housing Act 
of 1937, as amended ; and 

(3) Rehabilitation of housing or the construction of new housing 
under the two new FHA prorgams provided by the bill as reported 
(sections 220 and 221 of the National Housing Act), except as to 
section 221 housing in communities having existing urban rellerelon- 
ment projects. 

The local program must provide for utilizing appropriate private 
and public resources, and must inelude an official plan of action for 
effectively dealing with the problem of urban slums and blight within 
the community and for the establishment and preservation of a well- 
planned community with well-organized residential neighborhoods. 

This workable program requirement is designed to stimulate and 
encourage the community to undertake to develop better and more 
up-to-date codes and regulations and vigorous, effective enforcement 
of those codes in an effort to see that its housing is brought within at 
least minimum decent standards. It should stimulate and encourage 
the community to undertake positive measures to bring about the con- 
servation and rehabilitation of neighborhoods and areas that are eco- 
nomically sound and worth saving in order to prevent the creation of 
new slums, and to see that practical steps are taken to assure adequate 
rehousing and fair treatment for families who may be displaced by 
subsequent clearance or rehabilitation operations. 

Once the community has presented a workable plan, the Federal 
Government would be authorized to make available its assistance. 
The slum clearance and urban renewal program could be made avail- 
able to help clear slums and rehabilitate neighborhoods; the low-rent 
public-housing program could be operative to help house displaced 
low-income families ; and the FHA section 220 and 221 programs could 
provide assistance for rebuilding cleared areas and an opportunity 
for housing displaced families through home purchases and lease- 
purchase arrangements. 


D. SAVINGS PROVISION 


Some time must elapse after enactment of this legislation before 
local communities would be prepared to undertake urban renewal 
projects, as they would have to perform considerable preparatory work 
and readjust their activities to the needs of the new program. Many 
local communities are presently carrying out slum clearance and urban 
redevelopment projects under the existing slum clearance and com- 
munity redevelopment legislation. Your committee feels that they 
should be permitted, if they desire, to complete such projects under 
the provisions of the Federal law in force when they commenced such 
projects. In view of these considerations, a provision has been in- 
cluded requiring the Housing Administrator, with respect to any 
project covered by any Federal-aid contract executed before the effee- 
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tive date of this bill, as reported, to extend financial assistance for the 
completion of such project, where requested by the local public agency, 
in accordance with the provisions of applicable law in force immedi- 
ately prior to the effective date of the bill. 


E. URBAN PLANNING 


Urban renewal should be based on sound community planning. 
Your committee has been advised of a need for assistance to the urban 
planning of small communities and to planning on a metropolitan or 
regional basis. The bill as reported includes a $5 million authoriza 
tion for grants to be made by the Housing Administrator to assist 
planning for smaller communities and coordinated planning for com- 
munities in metropolitan and regional areas. Grants up to 50 percent 
of the estimated costs could be made to State agencies for planning 
assistance to municipalities having a population of less than 25,000, 
and to metropolitan or regional planning agencies. This program 
would materially assist the urban renewal program by aiding in the 
preparation of adequate urban renewal plans, workable programs, 
and general city plans. 


Fr. GRANTS FOR TESTING 


The bill as reported would also authorize the Housing Administrator 
to make special grants to localities to assist them in developing, testing, 
and reporting on improved techniques for preventing and eliminating 
slums and urban blight. Grants would be limited to two-thirds of the 
cost of the undertakings. Aggregate grants under this authority 
would be limited to $5 million, to be obtained from the existing 
authorization in title I of the Housing Act of 1949. 


G. DISTRICT OF COLUMBIA PARTICIPATION IN URBAN RENEWAL 


Provisions are included in the bill as reported for amendment of 
the District of Columbia Redevelopment Act of 1945, as amended, to 
permit the District of Columbia to participate in the broadened slum 
clearance and urban renewal provisions contained in the bill as 
reported. 


VIIT. Low-Renr Purstic Houstna AMENDMENTS 


In order that public housing may be of greater help to urban renewal 
programs through the provision of housing for displaced families of 
low income, preference in admission should be granted to all such 
families. At present, first preference in admission is limited to families 
displaced only by low-rent housing projects or by public slum clear- 
ance and redevelopment projects. The bill as reported would extend 
the preference to families who are to be displaced through other public 
actions, thus permitting public housing to facilitate all types of public 
undertakings involved in the total process of urban renewal. Also, 
in order to permit proper coordination of relocation activities, the bill 
as reported would permit local housing authorities to grant special 
preference as to any of the projects or actions entitled to the general 
preferences. Veterans would continue to have a first preference within 
all preference groups. 










4 
i; 
$ 








HOUSING ACT OF 1954 27 


The bill as reported also contains provisions to assure that the pay- 
ments in lieu of taxes which local governments expect from their low- 
rent projects will be made on a contractual rather than en a voluntary 
basis. ‘These payments in lieu of taxes will, with certain exceptions, 
be equal to 10 percent of the shelter rents charged in the various low- 
rent projects. 

A further change is designed to make public housing projects self- 
liquidating to the maximum possible extent. The bill as reported 
provides that, as soon as the capital cost of a project has been repaid, 
future net revenues of the project would be used to repay to the Fed- 
eral Government and to local governments the contributions made by 
them to the project during its earlier life. 


LX. APPOINTMENT OF CONSERVATORS AND RECEIVERS FOR FEDERAL 
SAVINGS aND Loan ASSOCIATIONS 


Under the broad statutory powers, the provisions for the appoint- 
ment of conservators and receivers of Federal savings and loans asso- 
ciations have always been incorporated in the regulations of the Home 
Loan Bank Board for the Federal savings and loan system. ‘Title 
VI of the bill as reported would enact statutory provisions on this 
matter which would give the Board the authority needed to protect 
the welfare of Federal associations and their members, and at the 
same time provide orderly procedures for the exercise of the super- 
visory powers of the Board. 

The Board presently has no means, except through the appointment 
of a conservator or receiver, to enforce the laws and regulations under 
which Federal savings and loan associations operate. The bill as 
reported would provide a method for the enforcement of law and 
regulations without the necessity of the appointment of a conservator 
or receiver, and would also establish standards and procedures for the 
appointment of conservators and receivers. 

The bill as reported would provide that, in the event of a violation 
of law or regulation, the Board must give the Federal association 
concerned notice of such violation, and 30 days in which to correct the 
same. At any time during the 30 days either the Board or the associa- 
tion would be given the right to apply to the United States District 
Court for a declaratory judgment, an injunction, or other relief. If 
after 30 days the violation has not been corrected, the Board would 
give the association 20 days’ notice of the time and place of a hearing 
which would be held in the judicial district where the association is 
located unless the association consents to another place. After hear- 
ing and adjudication by the Board, the right of appeal would be given 
as is provided by the Administrative Procedure Act, and court review 
would be upon the weight of the evidence. The Board would be 
specifically given access to the courts for the enforcement of its 
adjudication and orders. 

The bill as reported would also provide standards and procedures 
for the appointment by the Board of a conservator or receiver, and 
would give the Board exclusive jurisdiction to make such an appoint- 
ment. The grounds for such appointment would be: (i) insolvency; 
(11) violation of law or regulations; (iii) concealment of books, rec- 
ords, or assets; and (iv) unsafe and unsound operation. 
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The bill as reported would change the name of the Federal Savings 
and Loan Insurance Corporation to “Federal Savings Insurance Cor- 
poration.” This would provide a more appropriate name for the 
Corporation and avoid certain misunderstanding arising from the fact 
that the present name can be interpreted as indicating that the Corpo 
ration handles functions relating to loan or mortgage insurance. 

The bill as reported would provide that a conservator or receiver 
could not be appointed until after notice and an opportunity for an 
administrative hearing held in accordance with the provisions of the 
Administrative Procedure Act, that such appointment would be subject 
to court review as provided in the Administrative Procedure Act, 
and that such review would be upon the weight of the evidence. How- 
ever, the bill as reported further provides that, if the Board deter 
mines that an emergency exists requiring immediate action, the Board 
could, without notice and hearing appoint a Supervisory Representa 
tive in Charge who would hav#all the powers of a conservator or 
receiver. Such a Supervisory Representative would hold office for 
not more than 6 months, or until a conservator or receiver is appointed 
and takes charge, or until 30 days after the final proceedings of a 
hearing, or until 60 days after final termination of any litigation 
affecting such temporary appointment, whichever is longest. 


X. Assistance ror Reserve or PLaNneD Pustic Works 


Title VIII of the bill as reported would also carry out the Presi- 
dent’s recommendations contained in his Budget Message and in his 
Economic Report with respect to Federal assistance to States and com- 
munities for the advance planning of State and local public works. 
The Housing and Home Finance Administrator would be authorized 
to make advances to the States, their agencies, and political subdivi- 
sions for the planning of public works (other than housing) which 
conform to an overall State, local, or regional plan approved by a 
competent State, local, or regional authority. This authority would 
extend to July 1, 1957, and appropriations for such advances would be 
authorized up to $10 million. The advances would become repayable 
in full, without interest, if and when the construction of the public 
works contemplated by the advance was undertaken or started. How- 
ever, if payment is not made promptly when due the unpaid amount 
of the advance would bear interest at the rate of 4 percent per annum 
from the date the Federal Government made demand for repayment. 
The bill, as reported, would also provide that the making of these 
advances would in no way commit the Congress to appropriate funds 
to assist the construction of any of the planned public works. 

The advanced planning of such sable works has long been recog- 
nized as a valuable tool in establishing and maintaining a high level 
of operation in the construction industry which is an important factor 
in the maintenance of a healthy national economy. A substantial vol 
ume of planned State and local public works could be very useful in 
helping to stabilize the construction industry, and, in turn, economic 
activity in general. It was estimated in testimony before your com- 
mittee that preliminary plans for 2,200 public works projects with an 
average estimated construction cost of $300,000 each, could be pro 
vided with the $10 million, and construction costs of the 2,200 projects 
should amount to approximately $660 million. 
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XI. Votunrary Home Morreace Crepir Program 


litle VII of the bill as reported includes a new title designed to en- 
courage and facilitate the dow of mortgage credit into remote areas 
and small communities through the voluntary cooperation and effort of 
private lending institutions. — ; 

The provisions of this title, in general, follow the plan suggested on 
behalf of the American Life Convention and the Life Insurance Asso- 
iation of America and which presented testimony to your committee 
indicating that the plan had the support of a majority of the life insur- 
ance companies. The problem of assuring the general availability of 
adequate home mortgage credit in small communities and in the areas 
remote from large financial centers is a difficult one, and your com- 
mittee feels that the life insurance companies should be highly com- 
mended for their efforts to assist in the development of a constructive 
-olution to this important problem. 

This new title would establish a National Voluntary Mortgage 
Credit Extension Committee consisting of the Housing and Home 
Finance Administrator as Chairman and fourteen other persons to be 
appointed by the Administrator representing each major type of 
mortgage, lending institution, the homebuilding industry and real 
estate boards. The Administrator, after consultation with the mem- 
bers of the National Committee, would also appoint regional subcom- 
mittees for regions conforming generally to the Federal Reserve 
Districts. 

The National Committee would be empowered to solicit and obtain 
the cooperation of financing institutions in the voluntary program. 
It would study and review the demand for and supply of funds for 
residential mortgage loans in all parts of the country and would receive 
reports from and correlate the activities of the regional subcommit- 
tees. It would maintain liaison with the Government housing agen- 
cies and with State and local housing officials to fully apprize them of 
the voluntary program. 

Each regional subcommittee would study and review the demand 
for a supply of funds for residential mortgage loans in its region, 
would analyze cases of unsatisfied demand for mortgage credit, and 
would report to the National Committee the results of its study and 
analysis. It would also maintain liaison with officers of the FHA and 
VA within its own region and would request these officials to supply 
the subeommittee with information regarding cases of unsatisfied 
demand for mortgage credit involving loans eligible for FHA insur- 
ance or VA guaranty. 

The regional subeommittees would render assistance to any appli- 
cant for a residential mortgage loan, provided that the applicant certi- 
fied that he has made a serious effort to obtain an insured or guaranteed 
mortgage loan and has been unable to do so. Upon receipt of such 
certification, the regional subcommittee would circularize private 
finaneing institutions in the region or elsewhere in an effort to place 
the loan with a private financing institution. It would undertake 
to handle in a similar way cases involving applications made to the 
VA for direct loans. Moreover, in order to encourage small or local 
private finaneing institutions to originate insured or guaranteed mort- 
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gage loans, the subcommittee would be empowered to render assistance 
to such institutions in locating other private financing institutions 
willing to purchase these loans. 

In the performance of its responsibilities each regional subcom- 
mittee would be empowered to request the National Committee to ob- 
tain for it the aid of other regional committees in seeking sources of 
mortgage credit, and to request and obtain voluntary commitments 
from any one or more private financing institutions to make funds 
available for insured or guaranteed loans in any specified area or 
areas within its region in which the subcommittee pound a lack of 
adequate credit facilities for these loans. 


XII. Farm Hovustne 


The bill as reported by your committee would provide authorization 
for continuing through fiscal year 1955 the farm-housing assistance 
authorized in title V of the Housing Act of 1949 (Public Law 171, 
Sist Cong.). 

Title V of that act is administered by the Farmers’ Home Admin- 
istration of the Department of Agriculture and authorized the Sec- 
retary of that Department to extend financial assistance in the form 
of loans and grants to farm owners to enable them to construct, im- 
prove, or repair farm bousing. Loans of up to 33 years’ maturity 
which bear 4-percent interest may be made to farmers having ade- 
quate farms who are nevertheless unable to obtain private credit on 
terms which they can reasonably fulfill. Similar loans, supplemented 
by modest contributions during a 5-year period are also authorized 
where the farmer is unable to undertake to repay the loan in full. 
This form of aid is authorized only if the farm is potentially ade- 
quate—that is, capable of being improved to a point where it is self- 
sustaining—and if the necessary improvement program is actually 
undertaken. Finally, title V authorizes modest loans and grants to 
help farm families on very poor farms to undertake minor improve- 
ments or minimum repairs to farm dwellings where necessary to re- 
move hazards to the health or safety of the occupants. 

The authority granted by the present law to obtain loan funds from 
the Treasury was limited to $25 million on and after July 1, 1949, 
an additional $50 million on and after July 1, 1950, an additional 
$75 million on and after July 1, 1951, an additional $100 million on 
and after July 1, 1952, and an additional $100 million on or after 
July 1, 1953. The bill as reported by your committee would provide 
authorization for an additional $100 million on or after July 1, 1954. 

Annual contribution commitments for housing on potentially ade- 
quate farms were authorized to be entered into on and after July 1, 
1949, in sums aggregating not more than $500,000 per year (for 5 
vears) and additional commitments were authorized on and after July 
1 of each of the years 1950, 1951, 1952, and 1953, respectively, which 
would require additional contributions of up to $1,000,000, $1,500,000, 
$2,000,000, and $2,000,000 per annum, respectively. The bill as re- 
ported by your committee would provide a similar additional 
authorization of $2 million on and after July 1, 1954. 

Appropriations were also authorized for the loans and grants for 
improvements and repairs. Appropriations of $2 million were au- 
thorized on and after July 1, 1949, and further amounts of $5 million, 
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¢8 million, $10 million, and $10 million on July 1 of each of the years 
1950, 1951, 1952, 1958, respectively. The bill as reported by your 
committee would provide an additional authorization of $10 million 
on or after July 1, 1954. 


XIII. Secrion-py-SecrionN SuMMARY oF THE Bria As RePorTeD 


The first section of the bill as reported would provide that the act 
may be cited as the “Housing Act of 1954.” 


TITLE I—FEDERAL HOUSING ADMINISTRATION 


This title would amend, and add new provisions to, the National 
Housing Act which governs the FHA home mortgage insurance pro- 
grams. Two new programs would be authorized which are designed 
to assist in the rehabilitation and conservation of urban areas and in 
the rehousing of families displaced by slum clearance and other gov- 
ernmental operations. A new provision would be added to authorize 
the insurance of “open-end” mortgages. The provisions of the act 
governing the present FHA mortgage insurance programs would be 
amended for the purpose of providing changes in the prescribed maxi- 
mum amounts and terms of the mortgages insured under these pro- 
grams (especially with respect to existing housing), providing greater 
flexibility in the administration of the programs, and simplifying the 
statute. 

AMENDMENTS OF TITLE 1 OF NATIONAL HOUSING ACT 


Section 101: Property improvement and repair loans 

This section would amend provisions of section 2 (b) of the National 
Housing Act which concern the insurance of lending institutions 
against loss on loans made to finance alterations, repairs, and improve- 
ments in connection with existing structures. 

Subsection 1 of the proposed amendment would inerease the maxi- 
mum loan amount for property improvement and repair loans from 
the present maximum of $2,500 to $3,000. Under subsection 2 the 
maximum term of such loans would be increased from 3 years and 32 
days to 5 years and 32 days. 

Subsection (3) would amend the provisions of section 2 (b) for 
so-called “class 1 (b)” loans to permit increases beyond the present 
maximum of $10,000 (regardless of the number of family units) on 
the basis of $1,500 per family unit or $10,000, whichever is the greater. 

This subsection would also increase the maximum maturity on such 
loans from 7 years and 32 days to 10 years and 32 days. Class 1 (b) 
loans finance the improvement or conversion of existing structures 
used or to be used as apartments or dwelling for two or more families. 


Section 102; Liquidation of FHA title I claims account 


This section would amend section 2 (f) to permit termination of the 
old title I claims account established prior to the creation of the 
title I revolving fund and the authorization for premium charges for 
title I insurance. This amendment would eliminate the necessity of 
maintaining separate records for the account which has been in liqui- 
dation since 1939 and has only a residue of assets. In addition, the 
amendment would authorize the Federal Housing Commissioner to 
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invest surplus funds of the revolving title I insurance fund in Govern 


ment obligations, as he is now permitted to do with surplus funds of 
other insurance funds. 


Section 103: Termination of section 8 mortgage insurance authority 

This amendment would terminate authority to insure mortgages 
(except pursuant to an outstanding commitment) under section 8 
after the effective date of the Housing Act of 1954. The authority 
under section 8 to insure mortgages given to refinance existing mort- 
gages under that section would also be terminated. ' 

Section 8 authorizes insurance of mortgage loans financing new 
low-cost single-family homes, particularly in suburban and outlying 
areas. There is also authority to insure 100 percent mortgage loans 
up to $7,000 for disaster housing. The section 8 program would be 
handled after the enactment of the Housing Act of 1954 under section 
203 of title IT. 


AMENDMENTS OF TITLE If OF NATIONAL HOUSING ACT 


Section 104: Section 203—Sales housing 

This section would amend section 203 which authorizes the insur- 
ance of mortgage loans made by approved lending institutions for the 
construction, purchase, and refinancing of 1- to 4-family dwellings. 
This is FHA’s major mortgage insurance program with respect to sales 
housing. Section 203 would be amended to consolidate the present 
subsections (b) (2) (A), (b) (2) (C), and (b) (2) (D) and to pro- 
vide a simplified form of maximum ratio of loan to value and maxi- 
mum dollar amount of mortgages to cover both new and existing 
homes. 

The proposal would eliminate statutory distinctions within specific 
programs related to proposed and existing construction, dollar maxi- 
mum mortgage amounts, and maximum ratio of loan to value as re- 
lated to the number of bedrooms, whether the mortgagor was the 
owner and occupant of the house, and other factors. It would provide 
maximum limits and leave specific mortgage amounts to be handled, 
within the statutory limits, i processing of individual applications 
under regulations to be prescribed by the Federal Housing Commis- 
sioner. It would eliminate confusion as among the number of pro- 
grams now provided for in section 203 and section 8. It would also 
permit the same mortgage limits for mortgages on existing homes as 
mortgages on new homes. 

Under the proposal the maximum amounts of mortgages which 
may be insured by FHA under section 203 would be $20,000 for a 
1- or 2-family residence, $27,500 for a 3-family residence, or $35,000 
in the case of a 4-family residence, and not to exceed the sum of 
95 percent of $8,000 of value and 75 percent of the value in excess 
of $8,000. In addition, the mortgagor would be required to have 
made at least a 5 percent downpayment. Under this proposal the 
highest statutory mortgage maximum for a 1-, or 2-family home 
would be $20,000 as compared to the present ceiling of $16,000; for 
a 3-family home, $27,500 as compared to the present $20,500; and 
for a 4-family home, $35,000 as compared to the present $25,000. 
However, the bill would provide that mortgages insured under sec- 
tion 203 may not exceed the ceilings prescribed by section 203 prior 
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to the effective date of these amendments unless the President, pur- 
suant to the authority which would be given him in title II of the bill 
to establish maximum mortgage terms and limits for Government- 
aided housing, has authorized a higher ceiling. 

A provision in the bill as reported would make clear that a dwelling 
designed principally for a 1- or 2-family residence may be rented in 
appropriate cases for school purposes. 

A technical change would also be made in the method of calculating 
the 5 percent minimum downpayment. Such downpayment, where 
required under the present law, must equal “5 percent of the appraised 
value.” This has an unintended and unreasonable result in certain 
cases. Thus, 4 idential row houses may be valued alike except for 
the corner house which the FHA values at $500 more than the other 
5. Even though all 4 houses are sold at the same price, the present 
law requires the purchases of the corner house to make a $25 larger 
downpayment than the purchasers of the other 3 houses. ‘This has 
the absurd result of limiting the mortgage on the more valuable house 
to a smaller amount than is permitted for the less valuable houses. 
The bill would correct this defect in the present law through a new 
provision which requires the downpayment to equal at least “5 per- 
cent of the Commissioner’s estimate of the cost of acquisition.” This 
change in no way relaxes the separate requirement that the mortgage 
loan shall not exceed a specified percentage of the “appraised value” 
of the property as determined by the FHA. 

Section 105: Maximum maturity of section 203 mortgages 

This section would amend section 203 (b) (3) to fix a maximum 
statutory term of 30 years for all mortgages insured under section 
203 without reference to amount of mortgage and other consideration 
presently provided in the statute, and would leave specific mortgage 
terms to regulations to be prescribed by the Federal Housing Com- 
missioner. However, no mortgage term could exceed the maximum 
maturity provided in section 203 prior to the effective date of the 
amendment proposed by this section of the bill, unless the President 
authorizes a greater maturity pursuant to the authority which would 
be given him by title II of this bill. Maximum statutory mortgage 
terms under section 203 are now 20, 25, or 30 years, depending on 
whether the house is new or old, the number of bedrooms, the size 
of the loan, and whether the mortgagor is the owner-occupant. 
Section 106: Maximum interest rate on section 203 mortgages 

This section would amend section 203 (b) (5) to fix the maximum 
statutory interest rate on section 203 mortgages at 5 percent with 
authority in the Federal Housing Commissioner to increase the rate 
to not to exceed 6 percent as he finds it necessary to meet the mortgage 
market. Under title II of the bill, the President would be authorized 
to establish the maximum interest rates for section 203 mortgages 
without regard to that section, but subject to the limitations of title 
II of the bill. The amendment also permits the Commissioner to 
allow a service charge. 


Section 107: Debentures presented in payment of premium charges 
This section would add a proviso to section 203 (c) to provide that 

debentures presented in payment of premium charges shall represent 

obligations of the particular insurance fund to which such premium 
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charges are to be credited. Under existing law debentures issued by 
one insurance fund may be used to pay premiums only as to mortgages 
insured under the same fund, with the exception of the mutual 
mortgage insurance fund and the housing insurance fund. This 
exception exists only because these two funds were originally one fund. 
This amendment would merely give effect to an oversight at the time 
the two funds were established, and thereby make the provisions of 
these two funds consistent with all other funds as to this subject. 


Section 108: Farm housing mortgage insurance authorization termi- 
nated 

This section would terminate the authority of the Federal Housing 
Commissioner under section 203 (d) to insure mortgages on farm 
housing after the effective date of the Housing Act of 1954, except 
pursuant to a commitment to insure issued on or before that date. 
Section 109: Repeal of refinancing requirement and President's 

standby authority 

This section would repeal section 203 (f). This subsection was 
enacted in 1939 to provide that if a proposed FHA mortgagee re- 
finances a then existing mortgage in whole or in part, the mortgagor 
must certify that prior to the date the application was filed the 
holder of the existing mortgage has failed or refused to make a loan 
on as favorable terms. 

This section would also repeal subsection (g) of section 208. This 
subsection was added by the housing amendments of 1953 (Public 
Law 94, 83d Cong.) to give the President standby authority to in- 
crease ratio of loan to value and term, up to 30 years and $12,000 
mortgage amount, under certain conditions. In view of proposed 
amendments to section 203 (b) (2) in section 104 and title II of this 
bill this standby authority is no longer necessary. 


Section 110: Disaster housing 

This section would add a new subsection (h) to section 203 to 
continue the authority previously carried in section 8 (which would 
be terminated by this bill) to insure 100 percent disaster housing loans 
on the same basis as formerly permitted under section 8. 


Section 111: Payment of insurance 

This section would amend section 204 (a) dealing with the payment 
of insurance. 

Paragraph (1) of this amendment would permit a mortgagee to 
receive in debentures amounts (not allowable under existing law) 
paid by it for internal revenue stamps on a deed to it and on a deed to 
the Commissioner. 

Paragraph (2) would permit a mortgagee, as to mortgages accepted 
for insurance under section 203 after the effective date of the Housing 
Act of 1954, to receive in debentures two-thirds of foreclosure costs or 
$75, whichever is greater, which allowance is permitted under existing 
law only as to special programs. The present differences in such al- 
lowances are not believed justified, and in addition a uniform treat- 
ment would simplify the processing of payment to insurance benefits. 

Paragraph (3) would permit a conveyance (where permissible un- 
der State law) to be made by mortgagor by deed in lieu of foreclosure, 
or by trustee, or by sheriff, direct to the Commissioner rather than to 
the mortgagee and then to ‘the Commissioner. This will avoid dupli- 
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cate expenses of recording, stamp taxes, etc. This affects merely a 
mechanical change in getting title in the Commissioner (in those cases 
where title is now conveyed to the Commissioner by the mortgagee, 
either after or without foreclosure) and would involve no additional 
expense to FHA and no other change in procedure or in amount paid 
to the mortagee under insurance contract. 


Section 112+ Terms of debentures 

Section 112 would amend section 204 (d) by fixing the term of 
debentures to be issued under sections 203 and 213 at 10 years, con- 
sistent with the present debenture term under all other mortgage- 
insurance programs. 
Section 113: Technical amendment 

This is a technical amendment adding a new subsection 204 (i) in 
order to transfer from section 205 certain provisions which do not 
conform to the wording of section 205 as it would be amended by 
section 114 hereof. No change or new material is involved. 


Section 114: Establishment of general surplus account and participat- 
ing reserve account in mutual mortgage insurance fund 

Section 114 would amend section 205 by revising and completely 
rewriting section 205 and accomplishes a change in the mutuality 
system under section 203, by eliminating the group accounts and 
substituting a general surplus account and a participating reserve 
account. While mutuality would be preserved, the Commissioner 
would be given greater authority to pool all reserves for the protection 
of the insurance liability of the entire fund, and thereby materially 
strengthen the reserves and minimize possibility of claims against the 
Treasury. 

Section 115: Section 207 rental housing 

This section would amend section 207 (c) dealing with eligibility for 
rental housing mortgage insurance as follows: 

Paragraph (1) would amend paragraph (2) of section 207 (c) to 
permit the Commissioner to insure mortgages on existing multifamily 
structures if located in slum or blighted areas, as defined in an existing 
provision of section 207, and part of proceeds are used to repair or 
rehabilitate property. Such a mortgage would otherwise be subject 
to the same eligibility requirements and limitations as other loans 
under section 207. 

Paragraph (2) of the amendment to paragraph (2) of 207 (c) would 
permit special limitations under 207 as now applicable to property in 
Alaska (90 percent of replacement cost rather than 80 percent of 
value) to be extended to mortgages covering property located in 
Guam. The need for housing in Guam and cost factors present in 
construction there are similar to conditions in Alaska. 

Paragraph (3) of the amendment would amend paragraph (3) of 
207 (c) by substituting a new paragraph 3 which would retain the 
present mortgage amount limitation of $2,000 per room or $7,200 per 
family unit (less than 4 rooms) but would remove the $10,000 per 
family-unit limitation; and would permit an increase in such limita- 
tions to $2,400 per room and $7,500 per family unit for elevator-type 
structures. Such higher limits would be permitted because of higher 
costs incident to elevator-type structures. No change is made in the 
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existing ratio of loan to value limitation or in the 90- percent loan for 
projects which average 2 bedrooms per unit under the existing $7,200 
per family-unit limitation. A proviso is included in this section, 
however, that the present. statutory mortgage limits would continue 
unless the President, as authorized by title ‘Tl “of the bill, has prescribed 
higher limits. 
Section 116: Technical amendment concerning debentures 

This is a technical amendment to section 207 (d) to carry out th 
purposes of the proposed amendment to section 203 (c) in section 107 
of the bill by permitting debentures of the housing insurance fund 


to be used to pay only those premiums as are credited to such fund 
Section 117 : Foreclosure costs 

This is a clarifying amendment to section 207 (h) to remove any 
question as to the inclusion of foreclosure costs, costs of acquisition, 
and costs of conveyance to the Commissioner in the certificate of claim, 
consistent with the other rental-housing programs. 


Section 118: Protection of labor standards 


This section would make the provisions of the National Housi: 
Act with respect to the protection of labor standards apply to multi- 
family housing financed by mortgages insured under the new section 
290) proposed by this bill. (See sec. 123 of bill.) The labor-standard 
provisions would apply in the case of the new section 220 to mortgages 
covering existing multifamily housing to be rehabilitated or recon- 
structed as well as to new construction. 

Section 119: Cooperative housing 

This section would amend section 213 (b) dealing with eligibilit 
for cooperative housing mortgage insurance. A provision would b 
added to subsection (b) (1) to permit FHA-insured cooperative hous- 
ing mortgages to be as high as $25 million in amount if the mortgagor 
cooperative is regulated by Federal or State law as to rents, charges, 
and methods of operation. The section would also change, with 
respect to nonveteran projects the present per family or per room 
mortgage amount limitations from $8,100 per family unit or $1,80() 
per room, to $2,250 per room and with a per family unit limitation of 
$8,100 applicable only if number of rooms is less than 4. The section 
would also provide for changing from a cost basis to a valuation 
basis. In addition, it would change the basis for allowing ere 
for veteran membership so that in all cases such increases would | 
made only if 65 percent of members are veterans, instead of m: shine 
such increases on basis of percentage allowances for vercentage of 
veteran membership. This latter change would simplify computa 
tions, and experience has shown substantially all projects to date 
have had over 65 percent veteran membership. Also an increase 
would be authorized to the per room and per family mortgage amount 
limitation for elevator-type structures in both veteran and nonveterai 
projects. However, the present statutory mortgage limits in section 
213 would continue unless the President, as authorized by title 11 
of the bill, has prescribed higher limits. 
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Section 120: Provision for Assistant Commissioner for cooperative 
housing deleted 

Section 119 would amend section 213 (f) by striking therefrom the 
provision for the appointment of an Assistant Federal Housing Com- 
missioner to administer the section 213 cooperative housing program. 
The First Independent Offices Appropriation Act, 1954 (Public Law 
176, 83d Cong.), in authorizing FHA expenditures contained the 
following proviso: 
Provided further, That the position of Assistant Commissioner, established 
pursuant to section 213 (f) of the National Housing Act, as amended, is no 
longer authorized. 
A question is raised as to whether this proviso, as worded, would 
become ineffective after the expiration of the appropriation year. 
In any event, confusion would exist as long as the substantive law 
contains the mandatory requirement to appoint an Assistant 
Commissioner. 
Section 121: Consolidation of all mortgage insurance authorizations 

This section constitutes a revision of section 217 in order to con- 
solidate and merge all the existing mortgage insurance authorizations 
with respect to all sections or titles (except sec. 2) into one general 
insurance authorization. This amendment would simplify operations 
under present separate insurance authorizations, would permit 
greater flexibility in use of the authorization as between separate 
programs, and establish at all times the amount of the current 
mortgage insurance authority under all programs. The total author- 
ization would not exceed the estimated amount of insurance in force 


and commitments outstanding as of July 1, 1954, plus $114 billion, 
except that with the approval of the President such total authorization 
could be increased by amounts up to not to exceed $500 million. 


Section 122: Transfer between insurance funds 

Section 219 now authorizes the Commissioner to transfer moneys 
from one or more of the insurance funds (except the mutual mortgage 
insurance fund) to any other fund where needed, and this amendment 
to section 219 would merely include within such authority funds of 
the section 220 housing insurance fund, a new fund to be established 
in connection with the new proposed section 220 mortgage insurance 
program (see sec. 123 of bill). 
Section 123; Addition of sections 220 and 221 

This section would add 2 new sections 220 and 221 to title II of the 
National Housing Act to provide 2 new FHA mortgage insurance 
programs to assist programs of urban renewal (see title IV of bill, 
as reported). No mortgages would be insured under either of the 
two new programs unless: (1) There has been presented to the Hous- 
ing and Home Finance Administrator by the locality a workable pro- 
gram for eliminating and preventing slums and urban blight and 
encouraging the rehabilitation or redevelopment of blighted areas or 
slums, and (2) on the basis of his review of the program, the Adminis- 
trator has certified to the Federal Housing Commissioner that the 
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benefits of the new FHA program may be made available in the 
community (see sec. 403 of bill for this requirement). 


Rehabilitation and neighborhood conservation housing insurance (sec. 
220 of National Housing Act) 

The new section 220 would provide a mortgage insurance program 
to assist in the rehabilitation of existing dwellings and the construc- 
tion of new dwellings in urban renewal areas. ‘The property assisted 
must be located in a delineated area with respect to which a specific 
plan of redevelopment or rehabilitation and conservation has been 
established. The Federal Housing Commissioner must find that: 
(1) There exists necessary authority and financial capacity to assure 
the completion of such plan, and (2) that such plan will be effective 
to assure compliance with standards and conditions prescribed by him 
to establish the acceptability of the property for mortgage insurance. 

The mortgage insurance under the new section 220 would cover 
existing construction, as well as new construction, and thus include 
assistance for rehabilitation as well as redevelopment. The mortgage 
limits covering 1- to 4-family dwellings would be the same as those 
proposed in section 104 of this bill for section 203 mortgages. How 
ever, this new section 220 would also permit mortgage insurance 
covering more than 4-family dwellings (the number in excess of 4 to 
be specified by the Commissioner) to take care of those structures 
which may contain more than 4 units but less than the number 
which could be covered under multifamily mortgage insurance. The 
mortgage limits in such cases would be $35,000 plus not to exceed 
$7.000 for each additional family unit in excess of 4. 

Provision is also made for multifamily housing mortgage insurance 
with maximum mortgage limits of $2,250 per room (or $8,100 per 
family unit if the number of rooms in the project does not equal or 
exceed four per family unit). Where a project consists of elevator- 
type structures, the Commissioner would be authorized to increase 
these dollar maximum mortgage amounts to $2,700 per room and 
$8,400 per family unit, respectively. The maximum ratio of loan to 
value limitation would be 90 percent of value. However, mortgages 
insured under this section with respect to sales or rental housing 
would be subject to the mortgage amount limitations provided in 
section 203 or section 207, as the case may be, unless the President 
authorizes higher amounts pursuant to title II of the bill. Similarly, 
unless the President authorizes longer maturities for mortgages on 
sales housing under this section, they would be subject to the maturity 
limitations in section 203 and could not in any event exceed 30 years. 

The provisions for payment of insurance would be, as to home 
mortgages (1- to 4-plus family units), on the same basis as section 203 
mortgage insurance, and would be, as to multifamily project mort- 
gages, on the same basis as section 207 mortgage insurance. 

A new fund to be called the section 220 housing insurance fund 
consisting initially of $1 million to be transferred from the war housing 
insurance fund, would be created as a revolving fund for carrying 
out the provisions of the new section 220. 


Mortgage insurance for relocation housing (sec. 221 of National 
Housing Act) 

The new section 221 (which would be added to the National Housing 

Act by this section of the bill) would provide an FHA mortgage 
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insurance program for low-cost housing for families displaced as the 
result of governmental action in a community with respect to which 
the Housing Administrator has made the certification referred to 
above. However, the bill would permit mortgage insurance under 
section 221 in a community which has an urban redevelopment proj- 
ect under way at the time of the enactment of the Housing Act of 
1954, even though this certification has not been made. The mortgage 
insurance under section 221 would be available only in communities 
which have requested that the insurance be provided. The Federal 
Housing Commissioner would be required to prescribe procedures to 
secure to the families so displaced, a preference or priority of oppor- 
tunity to purchase or rent the dwellings involved. The total number 
of dwelling units in properties covered by mortgages insured under 
section 221 could not exceed the total number of such dwelling units 
which the Commissioner determined to be needed for the relocation 
of displaced families who would be eligible for the housing. 

The maximum mortgage amount would be $7,600 (or up to $8,600 
in high-cost ey and not in excess of 100 percent of value for a 
single-family dwelling where the mortgagor is the owner-occupant. 
A minimum cash outlay of $200 would be required (which could in- 
clude amounts to cover settlement costs and initial payments for taxes, 
hazard insurance, mortgage insurance premiums, and other prepaid 
expenses). Mortgagors who are not owner-occupants would be per- 
mitted to obtain 85 percent loans to build or acquire and repair or 
rehabilitate, for sale, and to finance pending subsequent sale to quali- 
fied owner-occupant purchasers under purchase contract or lease- 
option agreements. The maximum term is fixed at 40 years and a 
service charge would be permitted. 

Mortgage insurance would also be provided under this section for 
the repair or rehabilitation of dwellings (not nessarily contiguous) 
for use by 10 or more families as rental accommodations for qualified 
displaced families where the mortgagor is a private nonprofit cor- 
poration, association, or organization which is regulated under Federal 
or State laws as to rents, charges, and methods of operation. The 
maximum mortgage would be $7,600 (or up to $8,609 in high-cost 
areas) per family unit and not in excess of 100 percent of value, with 
a maximum term of 40 years. 

The provisions for insurance payments under section 221 mortgages 
would be the same as under section 203 mortgages, except that such 
payments with respect to rehabilitated housing by nonprofit corpora- 
tions would be the same as under section 207. In addition, the 
mortgagee under section 221 would have the option after 20 years if 
the loan was not in default, to assign the mortgage to the Federal 
Housing Commissioner and receive 10-year debentures equal to the 
original principal unpaid at assignment plus accrued interest. The 
debentures issued under this option would have one feature different 
from debentures under other insurance programs, namely, the interest 
rate would be fixed at the “going Federal rate” at date of issuance. This 
would be the annual rate of interest specified by the Secretary of the 
Treasury as applicable to the 6-month period which includes the issu- 
ance date of the debentures. The Secretary of the Treasury would 
determine this applicable rate by estimating the average yield to 
maturity, on the basis of daily closing market bid quotations or prices 
during the month of May or the month of November, as the case may 
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be, next preceding such 6-month period, on all outstanding marketab|o 
obligations of the United States having a maturity date of 8 to 12 years 
from the 1st day of May or November, as the case may be. If there 
should be no outstanding marketable obligations of the United States 
having the 8- to 12-year maturity at the time the Secretary of 
the Treasury is required to determine the debenture rate involved, 
the obligation next shorter than 8 years and the obligation next longer 
than 12 years, respectively, would be used. ° 

A section 221 housing insurance fund would be created for the 
purposes of the mortgage insurance program under section 221. It 
would be a revolving fund and would consist originally of $1 million 
transferred from the war housing insurance fund. No provision would 
be made for transfer of assets between the section 221 fund and other 
FHA insurance funds as is authorized for other FHA insurance funds, 
Section 124: Transfer of certain mortgage insurance programs to title 

II program 

This section would add a new section 228 to title IT of the National 
Housing Act to transfer to title IT authority to insure (1) mortgages 
executed in connection with the sale of certain publicly owned housing 
now insured under section 610; ( 2) mortgages to refinance existing 
loans insured under section 608 prior to the enactment of this bill; 
(3) mortgages to refinance loans insured under sections 903 and 908; 
and (4) mortgages assigned to the Commissioner in payment of in- 
surance benefits, or mortgages executed in connection with sale of 
property acquired by the Commissioner under insurance contracts, 
regardless of requirements in the section or title of the act under which 
the insurance contracts were executed. Mortgages insured under this 
new section would be insured under section 203 or section 207 and con- 
sequently the insurance benefits would be in accordance with such 
sections. 

The provisions of section 222 covering authority to insure mortgages 
assigned to the Commission is a new authority not now included 
within the provisions of section 608 (g). This additional authority 
would assist the Commissioner in the sale of such mortgages and 
facilitate liquidation of insurance liability. 

Section 125: “Open-end” mortgages 

This section would add two new sections (223 and 224) to the 
National Housing Act. Section 223 would be a technical amend- 
ment to implement section 201 of this bill. 

The new section 224 would authorize FHA insurance of advances 
to a mortgagor made pursuant to provisions in an “open- -end” FHA- 
insured home mor tgage. “Open-end” mortgages are mortgages which 
provide that loans (in addition to the original loan represented by 
the mortgage) may be made to a mortgagor for improvement, altera- 
tion, or repair of the home covered by the mortgage without the 
necessity of executing a new mortgage. The authority to insure 
“open-end” mortgages would apply only to mortgages covering dwell- 
ings for four families or less. 

Under the proposed section 224 the Federal Housing Commissioner 
would be authorized to require the payment of charges in lieu of 
insurance premiums for the insurance of the “open- -end” advances. 
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Further, the amount of such insurance would not be included in com- 
puting the aggregate amount of outstanding principal obligations of 
mortgages which may be insured under the National Housing Act 
under the limitations in that act on the amount of such obligations 
outstanding at any one time. 


ADDITIONAL AMENDMENTS RELATING TO FEDERAL HOUSING 
ADMINISTRATION 


Section 126: Termination of authority to insure mortgages under title 
Vi 

This section would terminate authority to insure mortgages under 
title VI of the National Housing Act after the effective date of the 
enactment of this bill, except pursuant to a commitment to insure 
issued on or before such date. The following insurance programs 
would be affected : 

(1) Section 603: Authority to issue commitments on new business 
expired April 30, 1948, and the only authority now existing is with 
respect to loans to refinance existing insured mortgages. This proposal 
would terminate such authority but such refinancing loans are eligible 
under section 203 and no reason exists for continuation of the insurance 
authority under section 603. 

(2) Section 608: Authority to issue commitments now limited to 
applications filed on or before March 1, 1950; and as to mortgages 
to refinance existing insured mortgages. This proposal would termi- 
nate such authority but it is proposed by the provision of the new 
section 222 to transfer authority to insure refinancing mortgages te 
section 207. 

(3) Section 609: Authority to insure prefabricated housing manu- 
facturers’ loans would be terminated. Only a few loans have been 
insured and experience indicates that the continuance of such a 
program under the National Housing Act is not warranted. 

(4) Section 610: Authority to insure mortgages in connection with 
sale by Government of certain publicly owned housing would be 
terminated under section 610 of title VI, but such authority would be 
transferred to title II and continued pursuant to the provisions of the 
proposed new section 222 discussed above. 

(5) Section 611: Authority to insure blanket mortgage covering 25 
or more single-family houses would be terminated. Experience has 
indicated continuation of this program is not warranted. It has not 
been used to any substantial extent by builders. 

(6) Section 608 (g): Authority to insure mortgages taken by the 
Commissioner in connection with sale of Commissioner-acquired 
property would be terminated, but the same authority would be 
continued under the proposed section 222 discussed above. 


Section 127: Termination of yield insurance program 

This section would terminate the yield insurance program under 
title VII of the National Housing Act and repeal title VII. This 
title was added to the National Housing Act in 1948 and was amended 
in 1951. No insurance operations have been carried on by FHA 
under this title. , 
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Section 128: One-year extension of military housing insurance au- 
thority 
This section would extend for 1 year (from July 1, 1954, to June 30, 
1955) the authority under title VIII of the National Housing Act to 
insure mortgages on military housing. 


Section 129: Termination of title IX Defense Housing Insurance 
Authority 

The authority to insure mortgages in connection with the defense 
housing program under title LX (sec. 903 covering 1- and 2-family 
dwellings, and sec, 908 covering multifamily projects) would expire 
under existing law on July 1, 1954, except as to commitments issued 
prior to such date or loans to refinance existing insured loans. This 
proposal would leave the expiration date of July 1, 1954, and retail 
authority to insure as to commitments issued prior thereto, but would 
terminate authority to insure under title IX mortgages to refinance 
existing insured mortgages. However, such authority is proposed 
to be transferred to the new section 222 and such refinancing loans 
would be insured under section 203 or section 207. 


TITLE II—HOME MORTGAGE INTEREST RATES AND TERMS 


Section 201: Establishment of home loan interest rates, terms, and 
charges by the President 

This section would place in the President authority to establish 
the maximum rates of interest on residential mortgage loans (other 
than VA-aided farm home loans) financed under the Federal Housing 
Administration or Veterans’ Administration programs. The maxi 
mum interest rates for such mortgage loans would be established by 
the President from time to time on the basis of reviews of conditions 
in the mortgage investment market and after taking into consideration 
conditions 1n the building industry and the national economy gener- 
ally. These reviews would be undertaken at the request of the Presi- 
dent by a committee consisting of the Secretary of the Treasury as 
chairman and the Housing and Home Finance Administrator, and the 
Administrator of Veterans’ Affairs. The interest rates could be estab- 
lished by the President at different levels for different classes of 
mortgages. The maximums could in no event be established at rates 
exc eeding average market yields on Federal marketable bonds having 
a remaining maturity of 15 years or longer plus 21% percent. 

This section would also place in the President authority to establish 
the interest rates on FHA debentures to be issued in payment of 
mortgage insurance claims and the maximum financing charges for 
FHA property improvement and repair loans which are insured under 
title I of the National Housing Act. 

The President would also be authorized to establish the limits on 
certain fees and charges for FHA- and V A-aided residential mortgage 
loans. 

In addition, subject to applicable provisions of law, the President 
would be authorized to establish maximum mortgage maturities and 
maximum ratios of loan to value for FHA- and V A-aided residential 
mortgage loans. In the case of FHA-aided mortgages, the President 
could also establish maximum dollar limitations per room or per 
family unit within applicable maximum limitations prescribed by the 





au- 


9 
rt) 


t to 
LNG 


nse 
lily 
ire 
ued 

‘his 
an 
uld 
nce 
sed 


ans 








: 
§ 
: 
' 


HOUSING ACT OF 1954 43 


National Housing Act. In the case of loan-to-value ratios established 
‘n connection with loans guaranteed under the Servicemen’s Read- 
iustment Act of 1944, a minimum preference of 5 percent on the first 
38,008 plus 5 percent of the excess over $8,000 would be required to be 
maintained. 

Presidential action under this section would not affect direct loans 
made by VA prior to such action nor loans with respect to which the 
FHA or VA has made commitments, prior to such action, to 
guarantee or insure the loans. 


Section 902: Technical ame ndment to Servicemen’s R adjustme nt Act 
of 1944 

This section is a technical amendment to the Servicemen’s Readjust- 
ment Act of 1944, as amended, to authorize the Administrator of 
Veterans’ Affairs to make rules and regulations to carry out the 
limitations established by the President pursuant to the authority 
vested in him by section 201. A corresponding amendment to the 
Ni itional Housing Act relating to FHA-aided home loans is contained 
n section 125 of this bill. 
Section 203: Additional GI quaranty for home repairs 

This section would amend section 50 (b) of the Servicemen’s Read- 
justment Act of 1944 to permit the maximum guaranty entitlement of 

$7,500 to apply to loans for alterations, improvements, and repairs, as 
well as the purchase and construction of residential property. Under 
the existing provision, a veteran who has used his guaranty entitle- 
ment in acquiring a home has additional entitlement for repair loans 
only if he used less than $4,090 of his entitlement in acquiring the 
home. 
Section 204: Repeal of : section 504 of Housing Act of 1950 

This section would repeal section 504 of the Housing Act of 1950, 
asamended. That section relates to regulation by the Federal Hous- 
ing Administration and the Veterans’ Administration of certain fees 
and charges in connection with residential mortgages financed under 
their programs. Section 201 of this bill is designed to deal with the 
problems to which section 504 of the Housing Act of 1950 was 
addressed. 


TITLE III—FEDERAL NATIONAL MORTGAGE ASSOCIATION 


Section 301: Establish ment of NEW Se condary mortgage marke t facil- 
ity in the Federal Government 

This section would rewrite title III of the National Housing Act to 
recharter the Federal National Mortgage Association, the existing 
Federal secondary market facility for home mortgages, and provide 
for the capitalization and operation of the Association under its new 
charter. 

Purposes (sec. 301 of National Housing Act).—This section would 
state that the purposes of title III of the National Housing Act, as it 
would be amended, would be to establish in the Federal Government 
a secondary market facility for home mortgages to be financed by 
private capital to the maximum extent feasible and to authorize such 
facility to— 
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(a) provide supplementary assistance to the secondary market 
for home mortgages by providing a degree of liquidity for existing 
mortgage investments, thereby improving the distribution of in 
vestment capital available for home-mortgage financing; 

(6) provide special assistance (when, and to the extent that. 
the President has determined that it is in the public interest) fo 
the financing of (1) selected types of home mortgages (pending 
the establishment of their marketability) or iginated under special 
housing programs designed to prov ide housing of acceptable 
standards at full economic costs for segments ‘of the national 
population which are unable to obtain adequate housing under 
established home-financing programs, and (2) home mortgages 
generally as a means of retarding or stopping a decline in mort 
gage lending and home-building « ‘activities which threatens mate 
rially the stability of a high-level national economy; and 

(c) manage and liquidate the existing mortgage portfolio of 
the Federal National Mortgage Association in an orderly manner, 
with a minimum of adverse effect upon the home-mortgage market 
and minimum loss to the Federal Government. 

Creation of Association (sec. 302 of National Housing Act).—This 
section would recharter the Federal National Mortgage Association 
and provide that it would be a constituent agency of the Housing and 
Home Finance Agency. In order to accomplish the purposes of the 
Association it would be authorized, subject to the limitations pre- 
scribed by title III, to make commitments to purchase, and to pur- 
chase, service, or sell home mortgages (or participations therein) that 
are insured by the Federal Housing C ommissioner (FHA-insured) or 
guaranteed or insured by the Administrator of Veterans’ Affairs 
(VA-guaranteed or insured). No mortgage could be purchased at 
a price exceeding 100 percent of the unpaid principal amount of the 
mortgage. In addition, the mortgages purchased would not exceed 
$15,000 in amount for each family dwelling unit covered by the mort- 
gage and the Association would not. be authorized to purchase mort 
gages offered by or covering property held by Federal, State, terri- 
“ ial, or municipal agencies, 

Capitaliz ation of Association (sec. 303 of National Housing Act) .— 
This section would provide that the Association shall have nonvoting 
capital stock. The initial issuance of stock would be subscribed for 
by the Secretary of the Treasury in an amount equal to the sum of 
the original ¢ apital stock of the existing Federal National Mortgage 
Association and its paid-in surplus, surplus, surplus reserves, “and 
undistributed earnings as of the close of a cutoff date (to be deter- 
mined by the new Association) within 90 days following the effective 
date of the Housing Act of 1954. It is estimated this will amount 
to approximately $70 million. The Secretary of the Treasury would 
be entitled to receive cumulative dividends on the capital stock held 
by him for each fiscal year or part of a year, from the time the capita! 
represented by the stock is initially used, until it is retired, at rates 
determined by him at the beginning of each such fiscal year, based 
on the current average interest rate on outstanding marketable obli- 
gations of the United States. 

This section would also provide for capital funds from private 
sources. This private capital (which would be put in the capital 
surplus account) would be obtained in connection with the Associa- 
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tion’s secondary market operations under section 304 (but not in 
connection with its special assistance to designated housing programs 
or toa declining mortgage market, or its management and liquidation 
of the mortgages the Association acquired prior to the cutoff date). 
In its regular secondary market operations (under sec. 304) the Asso- 
ciation would require each mortgage seller to make payments of 
nonrefundable capital contributions of not Jess than 3 percent of the 
amount of mortgages involved in any purchases or contracts for pur- 
chases. Convertible certificates would be issued to each mortgage 
seller evidencing the capital contributions made by the seller. The 
certificates would be convertible into capital stock of the Association 
having equal par value, subject to such conditions as may be pre- 
scribed by the board of directors of the Association, but no such 
conversion could be made until such time as all of the outstanding 
capital stock held by the Secretary of the Treasury is retired and the 
Secretary of the Treasury holds no obligations of the Association 
purchased under section 304. After all the stock held by the Secre- 
tary of the Treasury has been retired and all obligations of the Asso- 

iation to the Treasury have been repaid, the Association would be 
authorized to issue stock directly to mortgage sellers, thus eliminat- 
ing the necessity of issuing convertible certificates. Such dividends 
as may be declared by the board of directors would be paid to stock- 
holders, but in any 1 year the capital and surplus accounts must not 
be reduced by such dividend payments (other than to the Secretary 
of the Treasury) by more than 5 percent of the par value of the out- 
standing stock. 

As soon as possible after all the capital stock of the Association 
held by the Secretary of the Treasury has been retired the Housing 
and Home Finance Administrator would be required to transmit to 
the President for submission to Congress recommendations for legis- 
lation to transfer the assets and liabilities of the Association in con- 
nection with, and the control and management of its secondary 
market operations under section 304 of this bill, to the private owners 
of the outstanding capital stock of the Association. 

The Association would also be authorized to impose charges or 
fees for its services, with the objective that all costs and expenses 
of its operations would be within its income and revenues. Earnings 
would be transferred annually to a general surplus account. Pro- 
vision would also be made for the establishment of reserves. ‘The 

capital stock held by the Secretary of the Treasury would be retireable 
from funds of the capital surplus and the general surplus accounts. 
The capital stock of the Association would not be retirable (other 
than stock held by the Secretary of the Treasury) if, as a consequence, 
the amount remaining outstanding would be less than $100 million. 

Institutions organized under Federal law (ine ‘luding State member 
banks of the Federal Reserve System), in connection wtih transactions 
between them and the Association, would be authorized under this 
section, to make payments of the required capital contributions, to 
receive stock or convertible certificates, and to hold or dispose of such 
stock or certificates. 

Secondary market operations (sec. 304 of National Housing Act) .— 
This section would, in part, set forth the general requirements and 
standards which would govern the Association’s secondary market 
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operations with respect to marketable home mortgages. Purchase 
prices would be established at the market price for the particular class 
of mortgages involved, as determined by the Association. No mort 
gage could be purchased in these secondary market operations if it 
was insured or guaranteed prior to the effective date of the Housing 
Act of 1954. Determinations of volume of purchases and sales, o 
purchase and sale prices, and of charges or fees, would be consisten 
with the objectives that excessive use of the Association’s facilities 
should be avoided, and that the operations should be within the rey 
enues derived from such operations and fully self-supporting. The 
Association could not purchase participations or make advance pur- 
chase commitments in connection with its secondary market opera 
tions under this section, except that the Association would be author- 
ized, in the discretion of its Board of Directors, to issue 1-for-] 
contracts in connection with purchases of mortgages from the Asso- 
ciation. Such a contract would provide that the Association will 
purchase mortgages from the holder of the contract in a prescribed 
amount which would not exceed the amount of mortgages purchased 
from the Association. 

To enable the Association to carry out its section 304 secondary 
market operations, it would be authorized to issue, upon the approval 
of the Secretary of the Treasury, obligations for sale to the investing 
public. The aggregate amount outstanding at any one time would 
not exceed 10 times the sum of its capital, capital surplus, general 
surplus, reserves. and undistributed earnings. At the time of issuance 
the total of obligations could not exceed the amount of the cash, 
mortgages, and Government bonds, free from any liens or encum- 
brances, held by the Association in connection with its secondary 
market operations. The obligations would have such maturities and 
bear such rate or rates of interest as may be determined by the Associa- 
tion, with the approval of the Secretary of the Treasury. Such ob- 
ligations would contain provisions indicating clearly that they are not 
guaranteed as to principal or interest by the United States. 

The Secretary of the Treasury would be authorized, in his dis- 
cretion, to purchase the secondary market obligations of the Associ- 
ation, but his holdings (1) could not at any time exceed $500 million 
plus an amount equal to a total of the reductions in the amount of 
the existing FNMA portfolio which the rechartered Association 
would be liquidating, and, in any event, (2) could not exceed $1 
billion. Any obligations purchased by the Secretary of the Treas- 
ury would be purchased at a price to yield a return at a rate deter- 
mined by the Secretary, taking into consideration the current average 
rate on outstanding marketable obligations of the United States as 
of the last day of the month preceding the purchase. This authority 
of the Secretary of the Treasury would terminate when all of the 
capital stock held by the Secretary of the Treasury had been retired. 

Special assistance functions (sec. 305 of National Housing Act) .— 
This section would provide that the President, after taking into ac- 
count (1) conditions in the building industry and the national econ 
omy and (2) conditions affecting the home-mortgage investment mar- 
ket, generally, or affecting various types or classifications of home 
mortgages, or both, and after determining that such action is in the 
public interest, may authorize the Association to make commitments to 
purchase, and to purchase such types, classes, or categories of home 
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mortgages (including participations) as he may determine. It would 
provide the special assistance referred to in section 301 (b) with 
respect to special housing programs and to retarding or stopping a 
decline in mortgage lending and home building. 

Two types of special assistance are authorized. The Association 
would (1) purchase and make commitments to purchase home mort- 
gages and participations in home mortgages, and (2) enter into com- 
mitments to purchase immediate participations in mortgages and 
make related deferred participation agreements. The total amount 
of purchases and commitments cou! not exceed $200 million out- 
standing at any one time. The deferred participation agreements 
would be made by the Association only on the basis of a commitment 
by it to purchase an immediate participation of a fixed 20 percent 
undivided interest in each mortgage and a related deferred participa- 
tion agreement by the Association to purchase the remaining out- 
standing interest in such mortgage conditional upon the occurrence 
of such a default as gives rise to the right to foreclose. The total 
amount of such immediate participation commitments and purchases 
pursuant to such commitments (not including the amount of any 
related deferred participation agreements or purchases pursuant 
thereto) could not exceed $100 million at any one time. Since the 
$100 million limitation relates to immediate purchase of a fixed 20 
percent undivided interest in each mortgage, with purchases of the 
remaining interest in the event of default being excluded from such 
dollar limitation, this additional $100 million authorization would 
permit such special assistance to cover a total of not exceeding $500 
million in mortgages. 

The Association would have full discretion in the establishment of 
purchase prices, and would impose charges or fees for its services with 
the objective that all costs and expenses of its special-assistance 
operations would be within the income derived from its operations 
under this section 305 and that the operations should be fully self- 
supporting. The funds required to carry out these special-assistance 
functions of the Association would be obtained from Treasury borrow- 
ings. Obligations issued to the Treasury shall mature not more than 
5 years from their respective dates of issue and bear interest at a rate 
determined by the Secretary of the Treasury, taking into considera- 
tion the current average rate on outstanding marketable obligations 
of the United States as of the last day of the month preceding the 
issuance of the obligation. 

Management and liquidating functions (sec. 306 of National Hous- 
ing Act).—This section would make provisions for the management 
and liquidation of the mortgage portfolio of the Federal National 
Mortgage Association which was in existence as of the close of the 
cutoff date determined by the rechartered Association within 60 days 
after the enactment of this bill (as provided in sec. 303 (d)). 

The Association would be directed to establish separate account- 
ability for all of its assets and liabilities (exclusive of capital, surplus, 
surplus reserves, and undistributed earnings, to be evidenced by new 
capital stock) as of the cutoff date. 

To assure maximum private financing to carry the mortgages held 
in this portfolio, the Association would be authorized, on approval of 
the Secretary of the Treasury, to issue obligations for sale to the 
investing public. Obligations issued to the investing public in con- 
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nection with the management and liquidating functions would contai; 
provisions clearly indicating that they are not guaranteed as to princi- 
pal or interest by the United States. They would have such maturi- 
ties, and bear such rate or rates of interest as may be determined }y 
the Association with the approval of the Secretary of the Treasury, 
The total of such obligations could not exceed the amount of the cash, 
mortgages, and Government bonds, free from any liens or encum 

brances held by the Association under this separate accountability. 
The Association would also be authorized to issue its obligations to 
the Secretary of the Treasury in sufficient amount to carry out its 
functions under this section. Such obligations would mature not 
more than 5 years from their dates of issue, and bear interest at a rat; 

determined by the Secretary of the Treasury, taking into considera 

tion the current average rate on outstanding marketable obligations 
of the United States as of the last day of the month preceding their 
issuance. The proceeds of any private financing shall be paid to the 
Secretary of the Treasury in reduction of the indebtedness of the 
Association to the Secretary. 

Pursuant to this section 306 the existing Federal National Mortgage 
Association after the cutoff date established pursuant to section 
303 (d) would discontinue making commitments, and would discon 
tinue purchases except pursuant to outstanding commitments. The 
total of mortgages and commitments under this section 306 would be 
restricted to $3.350 million (including the present portfolio and out- 
standing commitments), and provision is made for the progressive 
reduction of such maximum amount by the amount of cash realiza- 
tions from the liquidation of the portfolio with the objective that the 
entire amount shall be eliminated as promptly as practicable. 

Of the $3,650 million total amount of investments, loans, purchases 
and commitments, authorized in the present law to be outstanding 
at any one time, a total of not to exceed $300 million would be made 
applicable to the special-assistance functions in section 305, and not 
to exceed $3,350 million would be made applicable to the management 
and liquidating functions of this section. Such amounts would not 
include the amounts of any mortgages otherwise transferred by law 
to the Association and held under the separate accountability of its 
management and liquidating functions. 

Separate accountability (sec. 307 of National Housing Act.)—Sub 
section (a) of this section would direct the Association to establish 
and at all times to maintain separate accountability for (a) its sec- 
ondary market operations, (6) its special assistance functions, and 
(c) its management and liquidating Pivetitire! Subsections (b) and 
(c) would make it clear that the capitalization of the Association 
would not be available for its special assistance or liquidation func- 
tions, and that the benefits and burdens of these functions would in- 
ure solely to the Secretary of the Treasury. 

soard of directors (sec. 308 of National Housing Act) —The Board 
of Directors of the recharted Association would have five members. 
The Housing and Home Finance Administration would be the Chair- 
man of the Board, and he is authorized to appoint the other four 
members from among the officers or employees of the Association, of 
the immediate office of the Administrator, or of any other department 
or agency of the Federal Government. The members of the Board, 
as such, would not receive compensation for their services. The basic 
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rate of compensation of the position of the President of the Associa- 
tion shall be the same as that of the heads of the constitutent agencies 
of the Housing Agency. 

General Powers (sec. 309 of National Housing Act).—This section 
would set forth the general corporate powers incident to the Associa- 
tion’s operations, and prohibits the use by others of the corporate 
name. Subject to applicable laws, the Association would be author- 
ized to determine the necessity for and the character and amount of 
its obligations and expenditures. The Association would be tax 
exempt except that (1) any real property of the Association would be 
subject to taxation to the same extent as other real property, and 
(2) the Association would be required, with respect to its secondary 
market operations, to pay annually to the Treasury an amount equal 
to the amount of Federal income taxes which (except for the exemp- 
tion) would be applicable to such secondary market operations. 
Provision is made for the appointment and compensation of officers 
and employees, subject to the civil service and classification laws. 

Investment of funds (sec. 310 of National Housing Act).—This sec- 
tion would provide that moneys of the Association not invested in mort- 
gages or operating facilities shall be kept in cash on hand or on deposit 
or invested in Government bonds or obligations guaranteed by the 
United States. 

Obligations of Association legal investments (sec. 311 of National 
Housing Act) —This section would provide that the obligations of the 
Association would qualify as legal vestments and may be accepted 
as security for fiduciary, trust, and public funds, the investment or 
deposit of which are under the control of the Federal Government. 
Provision would also be made for the Federal Reserve banks to act as 
depositaries, custodians, and fiscal agents for the Association. 

Short title (sec. 312 of National Housing Act) —T'iis section would 
provide that title ITI of the National Housing Act, as amended, could 
be referred to as the Federal National Mortgage Association Charter 
Act. 

Section 302: Status of existing Federal national mortgage associations 


This section would provide that the body corporate referred to in 
section 302 of the National Housing Act, as amended by the Housing 
Act of 1954, is the present Federal National Mortgage Association. 
Section 303: Investment by national bonks 

Under present law national banking associations are authorized to 
purchase the obligations of national mortgage associations without 
limitation as to the total amount of investment (R. S. 5156). Since 
the Federal National Mortgage Association is the sole “national 
mortgage association,” this amendment would merely make the law 
more specific. 

Section 304: Investment by Federal savings and loan associations 

This section would authorize Federal home loan banks and Federal 
savings and loan associations to invest in obligations of the Associa- 
tion. 

Section 305: Repeal of special provisions for Territories 
This section would terminate the existing special authority of the 


Association to grant preferences with respect. to FHA-insured mort- 
gages covering property located in Alaska, Guam, or Hawaii, and to 
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make direct FHA-insured mortgage loans secured by property located 
in Alaska. 
Section 306: Repeal of Public Law 243, 82d Congress 

This section would terminate the special authority of the Associa- 
tion to make advance commitments, under certain conditions, with 
respect to FHA-insured section 213 cooperative-housing mortgages. 
Section 307: Transfer of functions from the Housing Administrator 

to FNMA 

This section would transfer to FNMA certain technical operating 
functions of the Housing Administrator regarding FNMA under sec 
tion 2 of pecan ae Plan No. 22 of 1950, together with the notes 
and capital stock of FNMA held by the Administrator under that 
section of the plan. 


TITLE IV—SLUM CLEARANCE AND URBAN RENEWAL 


Sections 401 through 411: Amendments to title I of the Housing Act of 
1949, as amended 

Sections 401 through 411 would amend title I of the Housing Act 
of 1949, as amended, which provides for the present slum clearance 
end community development and redevelopment program. ‘The 
amendments are designed primarily to broaden and redirect the pres- 
ent slum clearance and redevelopment program in order to assist 
communities in taking effective action to meet their overall problems 
of eliminating, and preventing the spread of, slums and urban blight, 
including action to rehabilitate or improve blighted, deteriorated, or 
deteriorating areas. For this purpose, major changes i in, or additions 
to, title I would be made with respect to the following : 

Urban renewal fund.—A new section 100 would be added to the 
Housing Act of 1949, as amended, which would provide that the 
authorizations, funds, and appropriations available to the Housing 
Administrator under title I of the Housing Act of 1949 would con 
stitute a fund to be known as the urban renewal fund. This fund 
would be available for advances, loans, and capital grants to local 
public agencies for urban renewal projects in urhal renewal areas. 
Except as to specific amendments to title I explained in this summary, 
such financial assistance would be made available for urban renewal 
projects in the same manner as it is now iushe available for develop- 
ment or redevelopment projects under the existing provisions of title I 
of the 1949 act. (See sec. 402 of bill.) 

Local responsibility and workable program.—The requirements of 
title I with respect to local responsibility and local action would be 
strengthened and increased. Existing provisions require the Housing 
and Home Finance Administrator, in extending financial assistance 
under title I, to give consideration to the extent to which local public 
bodies have undertaken positive programs to prevent slums and 
blighted areas through the adoption and improvement of local codes 
and to encourage housing cost reductions through use of new materials, 
ete. This requirement, ‘which is applicable even at the initial stage 
of financial assistance, i. e., at the making of the advances for surveys. 
plans, and other preliminary work for projects, would be broadened 
to include a consideration of code enforcement. 
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A further requirement would be added that no contract could be 
entered into for any loan or capital grant under title I of the Housing 
Act of 1949, as amended, or for annual contributions or capital grants 
pursuant to the United States Housing Act of 1937, as amended, 
and no mortgage could be insured under sections 220 or 221 (ex- 
plained in connec tion with see. 123 of this bill) of the National Hous- 
ing Act, as amended, unless (1) the locality presents to the Honsing 
and Home Finance ’ Administrator a workable program for elimi- 
nating and preventing slums and urban blight and encouraging the 
rehabilitation or redevelopment of blighted areas or slums, and (2) 
on the basis of his review of the program the Administrator deter- 
mines that the program meets the requirements in the law and certifies 
to the constituent agencies affected that the Federal assistance may 
be made available in the community. The program must include an 
official plan of action for effectively dealing with the problem of 
urban slums and blight within the community and for the establish- 
ment and preservation of a well-planned community with well- 
organized residential neighborhoods of decent homes and suitable 
living environment for adequate family life. (See sec. 101 as amended 
by sec. 403 of bill.) 

‘The Housing Administrator would be authorized to establish 
facilities (1) for furnishing to communities, at their request, an urban 
renewal service to assist them in the preparation of workable pro- 
grams, and to provide them with technical and professional assistance 
for planning and developing related programs, and (2) for the as- 
sembly, analysis, and reporting of information pertaining to such 
programs. 

Urban renewal area—The term “urban renewal area” would be 
substituted for “redevelopment area” in title I and would be defined 
to mean an urban area that (1) the governing body of the locality 
determines to be blighted, deteriorated, or deteriorating, and desig- 
nates as appropriate for an urban renewal project, and (2) the Hous- 
ing Administrator approves as appropriate for such a project. (See 
sec. 110 (a) as amended by sec. 411 of bill.) 

Urban renewal project—The term “project,” as used in title I, 
would be redefined (and referred to as urban renewal project) to 
include (1) slum clearance and redevelopment in an urban renewal 
area or (2) rehabilitation or conservation 1n an urban renewal area, or 
(38) any combination or part thereof, in accordance with an urban 
renewal plan (referred to below) to achieve sound community objec- 
tives for the establishment and preservation of well-planned residen- 
tial neighborhoods of decent homes and suitable living environment 
for adequate family life. For this purpose, “rehabilitation or con- 
servation” would include the restoration and renewal of a blighted, 
deteriorated, or deteriorating area by (1) carrying out plans for a 
program of voluntary repair and rehabilitation of buildings and im- 
provements in accordance with the urban renewal plan (referred to 
below) ; (2) ae ‘quisition of real property and demolition or removal of 
buildings and improvements where necessary to eliminate unhealthful, 
insanitary or unsafe conditions, lessen density, eliminate obsolete or 
other detrimental uses, or to otherwise remove or prevent the spread of 
blight or deterioration, or to provide land for needed public facilities; 
(3) installation, construction, or reconstruction of streets, utilities, 
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parks, playgrounds and other improvements necessary for carrying 
out in the area the urban renewal objectives of title I in accordance 
with the urban renewal plan; and (4) the disposition of any property 
acquired in such urban renewal area (including sale, initial leasing, 
or retention by the local public agency itself) at its fair value fo) 
uses In accordance with the urban renewal plan. The term “project” 
would continue to exclude the construction or improvement of any 
building, and to exclude any donations or provisions made as local non- 
cash grants-in-aid. (See sec. 110 (c) as amended by see. 411 of bill.) 

Another change in the definition of “project,” consistent with the 
broadened scope of title I, is the elimination of the requirement that 
a commercial or industrial deteriorated area may be cleared with 
Federal assistance only if the area will be redeveloped for predomi 
nantly residential purposes. However, there is substituted a require 
ment that the project shall be in accordance with an urban renewal 
plan to achieve “sound community objectives for the establishment 
and preservation of well-planned residential neighborhoods.” 

Also, under the bill, property in an urban renewal project could 
consist entirely of open land to be developed for nonresidential use, 
where such land, because of obsolete platting, diversity of ownership, 
or other reasons, substantially impairs or arrests the sound growth of 
the community. 

Urban renewal plan.—The term “urban renewal plan” would be 
substituted for “redevelopment plan” in title I and defined more 
broadly to indicate the scope of an urban renewal project, the under- 
takings required for carrying it out, the land uses, maximum densities, 
building requirements, and its conformity with the general plan of 
the locality as a whole. This plan would include a redevelopment 
plan approved by the governing body of the locality for such part, 
if any, of the urban renewal area as is proposed to be acquired and 
redeveloped. (See sec. 110 (b) as amended by sec. 411 of bill.) 

The authority of the Housing Administrator to make advances of 
funds to local public agencies for surveys and plans for urban renewal 
projects would be expressly extended to (i) plans for carrying out a 
program of voluntary repair and rehabilitation of buildings and im- 
provements, (ii) plans for the enforcement of State and local laws, 
codes and regulations relating to the use and occupancy of buildings 
and improvements, and to the compulsory repair, rehabilitation, 
demolition or removal of buildings and improvements, and to the 
compulsory demolition and removal of buildings and improvements, 
and (iii) appraisals, title searches and other preliminary work neces- 
sary to prepare for the acquisition of land in connection with the 
undertaking of such projects. 

Local grants-in-aid—The term “local grants-in-aid,” as used in 
title I, would be redefined to relate, of course, to the urban renewal 
area and to include any work or improvement, at the cost thereof, 
which can be included as part of the at renewal project. It should 
be noted that the definition of local grants-in-aid would continue to 
include public buildings or other public facilities (other than pub- 
licly owned housing), so that they would continue to be included 
in the computation of Federal and local grants-in-aid, although no 
loans could be made for the construction of such buildings as they 
would continue to be excluded from the definition of “project.” The 
bill would also exclude from local grants-in-aid any revenue-produc- 
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ing public utilities, the capital cost of which is financed by service 
charges or special assessments. The limitation in the existing law 
that parks, playgrounds, public buildings, or facilities are eligible as 
local grants-in-aid only if they are “necessary to serve or support the 
new uses of land in the project area in accordance with the redevelop- 
ment plan” would be shunned to a requirement that they be “neces- 
sary for carrying out in the area the urban renewal objectives of this 
title in accordance with the urban renewal plan.” (See sec. 110 (d) 
as amended by sec. 411 of bill.) 

Under the present law, where a park, playground, public building, 
or facility primarily serves the redevelopment project area, the Ad- 
ministrator is authorized to permit its entire cost to be counted as a 
local grant-in-aid even though it serves other areas to some extent. 
Also, under the present law, where it directly serves both the project 
area and other areas, the Administrator may provide, in computing 
the local grant-in-aid, for an appropriate apportionment of cost. 
There is at present no statutory guide (other than general guides such 
as the use of the word “primarily”) for determining when the cost will 
be apportioned. A clarifying amendment in this bill provides that 
there shall be such apportionment in all cases where the approximate 
degree of the benefit to areas outside the urban renewal area is esti- 
mated at 20 percent or more of the total benefits derived from the 
park, playground, public building, or facility. 

Another amendment to facilitate title I operations provides that, 
for the purpose of computing the amount of local grants-in-aid, the 
estimated cost (as determined by the Housing Administrator) of 
parks, playgrounds, and public buildings, or other public facilities 
may be deemed to be their actual cost if (i) their construction is not 
completed at the time of final disposition of land in the project to be 
acquired and disposed of under the urban renewal plan, and (ii) the 
Administrator has received assurances satisfactory to him that such 
park, playground, public building, or facility will be constructed or 
completed when needed and within a time prescribed by him. This is 
designed to avoid delay and expense resulting from the requirements 
of existing law that prevent the winding up of a project until the 
completion of all public facilities being built by the community as 
local grants-in-aid. 

Federal grants-in-aid —A\though the two-thirds-one-third formula 
for Federal local grants now in the law is not changed, the title I 
amendments described above have the effect of authorizing the 
Federal Government to share in the cost of additional facilities and 
activities required to make possible sound clearance and redevelop 
ment or neighborhood restoration and renewal which are provided by 
the local community in an urban renewal area. Thus, for example, 
the gross project cost may now include (in addition to costs in connec 
tion with planning and carrying out slum clearance and redevelopment 
as now authorized in the law), public expenditures in connection with : 

1. Carrying out plans for a program of voluntary repair and 
rehabilitation of buildings or other improvements in accordance 
with the urban renewal plan; 

2. Acquisition of real property and demolition or removal of 
buildings and improvements (and disposition of property) in the 
urban renewal area (which it is contemplated will be broader than 
the old project area) where necessary to eliminate unhealthful, 
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insanitary, or unsafe conditions, lessen density, eliminate obsolete 
or detrimental use, or to otherwise remove or prevent the spread 
of blight or deterioration ; 

3. Installation, construction or reconstruction of streets. 
utilities, parks, playgrounds and other improvements (which need 
not be in a slum clearance area) necessary for carrying out in 
the urban renewal area objectives of title I in accordance with 
the urban renewal plan. 

However, under title I, as amended, the Federal Government would 
in no way share in the cost of such other facilities and activities con- 
nected with the urban renewal program as— 

1. The actual repair or rehabilitation work on private property, or 

2. The enforcement of local codes relating to the use and occupancy 
of buildings or relating to their compulsory repair, rehabilitation, 
removal, or demolition (other than planning therefor in connection 
with urban renewal projects). 

Miscellaneous provisions.—“Local public agency”: Because of the 
broadened scope of the activities to be carried on under an urban 
renewal project, some of the actions to be performed by the local 
community will, in the case of many cities, fall within the jurisdiction 
both of city departments and of local redevelopment agencies having 
a separate corporate existence. It may therefore be appropriate to 
have a city and a local redevelopment agency join as parties to a 
contract for Federal aid under the title. In order to avoid references 
to this type of situation throughout the law, the definition of “local 
public agency” has been changed so that it includes two or more of 
the entities which are listed under the present definition of local 
public agency. (See sec. 110 (k) as amended by sec. 411 of bill.) 

Labor standards: Because of the broadened scope of activities con- 
nected with an urban renewal project, the labor standards require- 
ments of title I would be changed to make clear that they apply 
only to development work financed in whole or in part with funds 
under title I. An amendment would also delete from the prevailing 
wages requirements of the title laborers or mechanics who are em- 
ployees of municipalities or other local public bodies. The amend- 
ment would also repeal the requirement that contractors on title I 
projects make monthly reports to the Secretary of Labor concerning 
the number of persons on their payrolls, total man-hours worked, 
itemized expenditures for materials, and the names and addresses of 
all subcontractors. (The Department of Labor has indicated it does 
not want such reports.) (See sec. 109 as amended by sec. 410 of bill.) 

Reimbursement for inspections: A provision (now in the First 
Independent Offices Appropriation Act, 1954) for reimbursement by 
local public agencies of expenditures by the Housing Administrator 
for the expenses of inspections and audits and other necessary services 
at the sites of projects would be inserted as a permanent part of title I. 
Such expenditures would be considered nonadministrative. (See sec. 
106 (b) as amended by sec. 408 of bill.) 


Section 412: Savings provision 

This section includes a savings provision to permit, after the enact- 
ment of the amendments proposed in this title, the completion, under 
present statutory authority, of projects initiated, or under contract 
for plans and surveys, prior to the date of legal effectiveness of the 
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proposed amendments of title I of the Housing Act of 1949, as 
amended. The enactment of this section is necessary (1) to obviate 
difficult administrative problems involved in the transition from the 
present more limited slum clearance and urban redevelopment pro- 
gram to the broader urban renewal program and (2) to recognize the 
Federal Government’s obligation to cities and other public authorities 
which in good faith have already entered into contracts for slum clear- 
ance and urban redevelopment projects on the basis of title I prior to 
the major amendments provided in this bill and which will have proj- 
ects at various stages of advancement when the proposed amendments 
become effective. 
Section 413: Repeal of appropriation act provisos 

This section would repeal the provisos contained in the First Inde- 
pendent Offices Appropriation Act, 1954, which require (1) the Ad- 
ministrator, before approving a slum-clearance program, to consider 
the efforts of localities to enforce local codes relating to health, sanita- 
tion, and safety for dwellings, and the feasibility of achieving slum- 
clearance objectives through rehabilitation of existing dwellings and 
areas and (2) that the authority under title I of the National Housing 
Act for FHA insurance of loans for the repair and alteration of struc- 
tures shall be used to the utmost in connection with rehabiliation 
needs. The effect of these provisos is now incorporated in title I of 
the Housing Act of 1949, as it would be amended by this title. 


Section 414: Grants to localities for testing, developing, and reporting 
slum prevention andn slum elimination techniques 
This section would authorize special grants to localities to assist 
them in developing, testing, and reporting on improved techniques 
for preventing and eliminating slums and urban blight. Grants would 
be limited to two-thirds of the cost of the undertakings. Aggregate 
grants under this section would be limited to $5 million, to be obtained 
from the authorization for other grants authorized by title I of the 
Housing Act of 1949. 
Sections 415 and 416: District of Columbia participation in urban 
renewal 
These sections would make technical changes in the District of Co- 
lumbia Redevelopment Act of 1945, as amended, which would extend 
that act to urban renewal activities of the type which could be assisted 
under the amendments of title I of the Housing Act of 1949 contained 
in the bill. They would thus be enabling provisions for the District 
of Columbia with respect to urban renewal activities. 


TITLE V—LOW-RENT PUBLIC HOUSING 


Sections 501 through 505 would amend the United States Housing 
Act of 1937, as amended, under which the low-rent public housing 
program is administered. 


Section 601: Preferences for admission to low-rent housing 

The existing preference provisions for admission to low-rent housing 
provide a first preference only to families which are to be displaced by 
a low-rent project or by a public slum clearance or redevelopment 
project, or which were so displaced within 3 years prior to making 
application for admission. The proposed amendment would extend 
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this preference provision to families which are to be displaced through 
other public actions. Thus, the same preference would be applicable 
to families who are to be displaced because a building, health, sanitary, 
or other code relating to housing standards prohibits the family from 
living in that partic ular dwelling for reasons such as overcrowding 0; 
failure of the dwelling to meet minimum standards of light, air, sanita 
tion, etc.; or through closing of the dwelling through public action 
because it is unfit; or through demolition of the dwelling by publi 
action for the construction or widening of a highway or bridge even 
though not connected with redevelopment or urban renewal. The 
preferences would also be applicable to families who are required to 
move because they cannot afford the increased rent caused by improve 
ment of a dwelling unit to bring it into compliance with housing 
standards prescribed by laws or codes. In order to permit proper 
programing of relocation activities, local housing authorities are a 
thorized to grant prior preference as among projects or actions entitled 
to preference. Veterans would continue to be preferred within eac! 
preference group. 

Section 502: Payments in lieu of taxes 

This amendment is designed to make mandatory on a local housing 
authority any payments in lieu of taxes stipulated in its cooperation 
agreement with the local governing body. This agreement would 
provide for payments in lieu of taxes of 10 percent of shelter rents 
unless State law prescribes a lesser amount or unless the local gover 
ing body agrees to a lesser amount. The agreement would also 
provide for offsetting against such payments any claims by the public 
housing agency against local bodies due to their failue to meet their 
obligations under the agreement. However, in any case where it 
appears at the time the cooperation agreement is entered into that 
tax exemption, less a 10-percent payment in lieu of taxes, would not 
result in a local contribution to the project equal to at least 20 percent 
of the Federal contributions, the payments in lieu of taxes to . 
provided in the agreement would be limited to an amount, if a 
determined year by year which will not reduce the local contr Sbutions 
below such 20 percent. 

The proposed amendment also provides that the localities may elect. 
if they so desire and if permitted by State law, to make the project 
subject to full taxes on condition that the locality pays to the project 
in cash the difference between full taxes and 10 percent of shelter 
rents but not less than 20 percent of the Federal contribution to the 
project. 

In either case the local public housing authority must inform the 
local governing body, before the Federal annual contributions con 
tract is executed, its estimate (in the case of a tax-exempt project) of 
the annual amounts to be paid in lieu of taxes and of the amount of 
taxes which would be levied if the property were privately owned, or 
(where the project is taxed) the estimated amount of the local cash 
contribution, Actual figures must thereafter be published in the local 
authority’s annual report. 

This amendment also permits existing annual contributions con 
tracts to be amended in accordance with the above provisions and 
deletes obsolete provisions. 
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section 603: Self-liquidation of public housing 

This amendment is designed to make the federally assisted public 
housing program self-liquidating, so far as possible. It provides that 
ifter the obligations for which annual contributions are pledged are 
paid in full, receipts in excess of necessary expenses of administration 
of the project, and of reasonable reserves therefor, must be paid to the 
Federal Government, and to local public bodies which have contrib- 
uted to the project in the form of tax exemption or otherwise, in 
proportion to the aggregate contribution which the Government and 
such local bodies have each made to the project, but not to exceed 
their respective contributions. Meanwhile, only debts for necessary 
expenditures of the project can be incurred by the local housing 
authority. 

Subsection (2) provides that in the event the project is sold at any 
time (either before or after its cost has been liquidated), it must be 
sold to the highest bidder after advertising, or at. fair market value; 
ind the proceeds of such sale together with any reserves held in connec- 
tion with the project. after all outstanding debts in respect to the 
project have have been paid, must be paid to the Government and to 
the local public bodies in a proportion based on the aggregate contribu- 
tion which the Government and the local bodies have made to the 
project, but not to exceed their respective contributions. 

This amendment is a recognition of the fact that the useful life of 
well-constructed low-rent housing extends far beyond the life of the 
bonds and Federal contracts relating to the project, and that it is 
equitable (whether the project is continued in low-rent use or, if no 
longer needed for that purpose, is sold or rented for other than low- 
rent use) that any rents or proceeds therefrom should be returned to 
the Government and to the foval community in proportion and to the 
extent of their respective contributions to the project. 

Section 504: Repeal of labor reporting requirements 

This section would repeal section 16 (6) of the United States Hous- 
ing Act of 1937, which requires certain reports to the Department of 
Labor which the Department no longer desires. Section 16 (6) re- 
quires contractors engaged on any low-rent housing project to make 
monthly reports to the Secretary of Labor concerning the number of 
persons on their payrolls, total man-hours worked, itemized expendi- 
tures for materials, and the names and addresses of all subcontractors. 


TITLE VI—HOME LOAN BANK BOARD 


Section 601 (1): Providing for service of process on Federal Savings 
and Loan Insurance Corporation 

_ While the Federal Savings and Loan Insurance Corporation is sub- 
ject to suit under the present law, there is no provision specifically 
relating to the method of service of process on the Corporation. Ac- 
cordingly a question exists as to whether service may be made upon 
the Corporation anywhere outside the District of Columbia. This 
section would provide a method whereby service may be obtained on 
the Corporation anywhere by service upon an agent and the mailing 
of a copy of the process by registered mail to the Corporation at 
Washington, D. C. 
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Section 601 (2): Statute of limitations in enforcement of claim fo 
payment of insurance 

This subsection would amend section 405 of the National Housing 
Act. b y adding a new subsection (¢c) which would bar the enforcement 
of a claim against the Federal Savings and Loan Insurance Cor pora 
tion for the payment of insurance after the expiration of 3 years from 
the date of default. If, however, within this 3-vear period the receive 
or conservator recognizes the claim but the Federal Sav ings and Loan 
Insurance Corporation denies its validity, the action may be brought 
within 2 years from the date of such denial. 


Section G01 (3): Federal Savings and Loan Insurance Corporation 

This subsection would change the name of the Federal Savings 
and Loan Insurance Corporation to “Federal Savings Insurance Cor 
poration.” 


Section 602: Increase in amount of home mortgage as collateral for 
advances 
This section would increase the maximum home mortgage : accept- 

able as collateral security for an advance by a Federal Home Loan 
Bank from $20,000 to $35,000 to be consistent with the proposed in- 

crease in the maximum amount of loans by Federal savings and loan 
associations from $20,000 to $35,000, as would be authorized by sec 
tion 603 of this bill. 


Section 603 (1): Increase in marimum amount of loan by Federal 
savin qs and loan associations 


This section would amend section 5 (c) of the Home Owners’ Loan 
Act of 1933 to increase the maximum dollar amount of a home loan 
which may be made by a Federal savings and loan association from 
the present maximum of $20,000 to a maximum of $35,000. Thi 
present $20,000 maximum has been in existence since 1933. This 
would not change the existing provisions of section 5 which veya 
associations to make loans without regard to this limitation to tl 
extent of 15 percent of the assets of an institution. 


Section 603 (2): Enforcement of rules and regulations governii 
ope rations of Fe deral SAVINGS and loan associations and appoi 
ment of conservators and receivers 

This section amending subsection (d) of section 5 of the Honx 

Owners’ Loan Act of 1933 is a complete revision of subsection (< 

Under present provisions of the act the appointment of a conservati 

or receiver is the only means the Home Loan Bank Board has to e: 

force the law and regulations under which Federal savings and loa 

associations operate. Section 603 (2) would provide a means | 
administrative and court proceedings whereby the Board could enforce: 
compliance with law and regulations by Federal savings and loa! 
associations in cases where the Board felt that. the appointment of 
a conservator or receiver was not necessary or desirable. Any asso 
ciation charged with the violation of any regulation or of law would 
have 30 days after receipt of a formal resolution setting out the 
violations within which to correct the alleged violations. If there 
is no compli: ince durimg this period provision is made for a hearing 
on 20 days’ notice to consider the alleged violation. After hearing and 
adjudic ation an appeal shall lie by a review of the court of the heal 
ings. The review of the court shall be upon the weight of the evidence 
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The hearings and court proceedings may be in the Federal judicial 
district in which the association is located. 

This subsection also provides the procedure for the appointment of 
conservators, receivers, and supervisory representatives. The specific 
grounds authorizing the appointme nt of a conservator or receiver 
are set out. No conservator or receiver may be appointed except 
pursuant to a formal resolution stating the grounds for the appoint- 
ment and until an opportunity for an administrative hearing is afforded 
to the association. If, however, any of the grounds exist for the 
appointment of a conservator or receiver and the Board determines 
an emergency exist, it may appoint a supervisory representative 
without notice to take charge until the appointment of a conservator 
or receiver. 

Section 603 (3): Increase in authorized investment in unsecured loans 
for home repair and improvement 

This subsection would increase from $1,500 to $3,000, the maximum 
amount of an unsecured loan in which an association could invest. 


TITLE VII—VOLUNTARY HOME CREDIT PROGRAM 


Section 701; Declaration of policy 

This section declares it to be the purpose of title VIT to encourage 
and facilitate the flow of mortgage credit into remote areas and small 
communities through the voluntar y cooperation and effort we private 
lending institutions, and to assist in the development of a program 
whereby private financing institutions engaged in mortgage lending 
can make a maximum contribution to the economic st: ability and growth 
of the Nation through extension of the market for insured or guar- 
anteed mortgage loans. 


Section 702: Definitions 
This section would define terms used in title VII. 


Section 703: National Voluntary Mortgage Credit Extension Com- 
mittee 
This section would establish a National Voluntary Mortgage Credit 
Extension Committee, called the “National Committee,” which would 
consist of the Housing and Home Finance Administrator as Chairman 
and other persons appointed by the Administrator as follows: 
(a) Two representatives of each type of private financi ing in- 
stitutions; 
(&) Two representatives of builders of residential properties: 
and 
(c) Two representatives of real-estate boards. 
The Housing Administrator would also be required to request the 
Board of Governors of the Federal Reserve System and the Adminis- 
trator of Veterans’ Affairs to designate a representative of the Board 
and the Veterans’ Administration, respectively, to serve on the 
National Committee in an advisory capacity. In selecting and 
appointing the members of the National Committee (and regional 
committees referred to below), the Housing Administrator would be 
required to give due regard to fair representation thereon for small, 
medium, and large private financing institutions and for different geo- 
graphical areas. Such persons appointed by the Administrator would 
serve on a voluntary basis. 
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Section 704: Regional subcommittees 

Subsection (a) of this section would require that, as soon as prac 
ticable, the National Committee divide the United States into regions 
conforming generally to the Federal Reserve districts, and that the 
Housing Administrator, after consultation with the other members 
of the National Committee, designate for each such region five or more 
persons representing private financing institutions and builders of 
residential properties in such region to serve as a regional subecommit- 
tee of the National Committee for the purpose of assisting in placing 
with private financing institutions insured or guaranteed mortgage 
loans. 

Subsection (b) of this section would authorize the Housing Admin- 
istrator to provide office space and staff assistance to a regional sub- 
committee, and to utilize the services of the Federal Reserve banks for 
this purpose. 


Sections 705, 706, and 707: Function of National Committee and of 
regional subcommittees 

Section 705 provides that the function of the National Committee 
and the regional subcommittees shall be to facilitate the flow of funds 
for residential mortgage loans into areas or communities where there 
may be a shortage of local capital for, or inadequate facilities for access 
to, such loans, and to achieve the maximum utilization of the facilities 
of private financing institutions for this purpose by soliciting and 
obtaining the cooperation of all such private financing institutions in 
extending credit for insured or guaranteed mortgage loans. 

Section 706 would require the National Committee to study and re- 
view the demand and supply of funds for residential mortgage loans 
in all parts of the country, and to receive reports from and correlate 
the activities of the regional subcommittee. It would also be required 
to periodically inform the Commissioner of the Federal Housing Ad- 
ministration and the Administrator of Veterans’ Affairs concerning 
the results of the studies and of the progress of the National Com- 
mittee and regional subcommittees in performing their function, and, 
to the extent practicable, maintain liaison with State and local govern- 
ment housing officials in order that they may be fully apprized of the 
function and work of the National Committee and regional subcom- 
mittees. The Housing Administrator would be required to, not later 
than April 1 in each year, make a full report of the operations of the 
National Committee and the regional subcommittees to the Congress. 

Subsection (a) of section 707 would require each regional subecom- 
mittee to make studies in its region for the National Committee, to 
maintain liaison with local FHA and VA officials, and request such 
officers to furnish information on unsatisfied demand for loans eligible 
for FHA insurance or VA guaranty. 

Subsection (b) of section 707 would authorize a regional subcom- 
mittee to assist any applicant in obtaining private financing for a 
loan, the proceeds of which are to be used for the construction or pur- 
chase of a family dwelling or dwellings, upon receipt of a certificate 
from such applicant, stating that— 

(1) application for such loan has been made to at least two 
private financing institutions, or in the alternative to such private 
financing institution or institutions as may be reasonably acces- 
sible to the applicant; 
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(2) the applicant has been informed by the above-mentioned 
private financing institution or institutions that funds for mort- 
gage credit on the loan are unavailable; and 

(3) the applicant is eligible for insurance or guaranty under 
the Servicemen’s Readjustment Act of 1941, as amended, or con- 
sents that the mortgage to be issued as security for the loan be 
insured under the National Housing Act, as amended. 

Similar assistance would be authorized to a person who has made 
application for a direct VA housing loan, and to financial institutions 
seeking to locate other institutions willing to repurchase these mort- 
gage loans. 

Subsection (c) of section 707 would authorize a regional subcom- 
mittee to request the National Committee to obtain the aid of other 
regional subcommittees in seeking sources of mortgage credit, and to 
request assurances from financing institutions that they will make 
funds available for Government insured or guaranteed home mort- 
gages in any specified areas. 

Section 708: Regulations of Administrator 

This section would authorize the Housing Administrator, after 
consultation with the National Committee, to issue general rules and 
procedures for the effective implementation of title VII and for the 
functioning of the regional subcommittee. 

Sections 709, 710, and 711: General. provisions 

Section 709 would waive any application of the antitrust laws or 
the Federal Trade Commission Act to functions under title VII. 

Section 710 is the usual savings clause. 

Section 711 provides that the authority of title VII shall expire 
June 30, 1957, or prior thereto by concurrent resolution of Congress. 


TITLE VIII—URBAN PLANNING AND RESERVE OR PLANNED PUBLIC 
WORKS 


Section 801: Urban planning 

This section of the bill recognizes the importance of extending 
Federal assistance to meet the planning needs of the smaller communi- 
ties and of metropolitan and regional areas. It would authorize the 
Housing and Home Finance Administrator to provide planning 
grants, up to 50 percent of the estimated cost, to State, metropolitan, 
and regional area planning agencies for metropolitan or regional area 
planning, and to State planning bodies for the purpose of assisting 
municipalities under 25,000 in urban planning by providing profes- 
sional and technical planning services to them. Five million dollars 
would be authorized to be appropriated for the grants, and appropria- 
tions would remain available until expended. 
Section 802: Reserve of planned public works 

This section would provide for the resumption of Federal aid to 
assist in the advance planning of State and local non-Federal public 
works. The Housing and Home Finance Administrator would be 
empowered to make advances to the States, their agencies, and poli- 
tical subdivisions for the planning of public works (other than hous- 
ing) which conform to an overall State, local, or regional plan ap- 
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proved by a competent State, local, or regional authority. Anv such 
advance would become repayable in full, without interest, if and whi 
the construction of the public works contemplated by the advance w as 
undertaken or started. However, if payment is not made promptly 
when due the unpaid amount of the advance would bear interest at 
the rate rate of 4 percent per annum from the date the Federal Gov 
ernment made demand for repayment 

As indicated by the section, its purpose is to encourage the States 
and other non-Federal public agencies to maintain a continuing and 
adequate reserve of planned public works (exclusive of housing) the 
construction of which can be quickly commenced when the economic 
situation may make such action desirable. 

Authority is included to appropriate not to exceed $10 million to 
effectuate the purposes of the section. Amounts so appropriated 
would remain available until expended. The authority to make ad- 
vances would expire July 1, 1957. 


TITLE IX—MISCELLANEOUS PROVISIONS 


Section 901: Exemption. of unusual types of permanent Lanham Act 
housing from preference requirements in disposition 

This section would amend section 607 of the Lanham Act by adding 
a new subsection (g) which would authorize the Housing and Home 
Finance Administrator to dispose of certain types of permanent war 
housing without regard to requirements in the act for preferences to 
veterans and occupants of the housing in the purchase of the housing. 
Such preference requirements would be waived when the Administra 
tor determines that the housing— 

(1) is unsuitable for family dwelling use, 

(2) is being used at the time of disposition for other than 
dwelling purposes, 

(3) was offered with preferences substantially similar to those 
provided in the act to veterans and occupants prior to the enact 
ment of the preference previsions, or 

(4) is to be sold with a requirement that it be removed from 
its present location. 

Section 902: Consolidation of reports to Congress 

This section would provide for the submission by the Housing 
Administrator to the President for transmission to the Congress of a 
single annual report on all operations under the jurisdiction of the 
Housing Agency. There are presently a number of requirements in 
various housing laws and reports on parts of the operations of the 
Housing Agency and these reports are required to be made at various 
times. The requirement of this section would take the place of these 
scattered existing reporting requirements which would be repealed. 
Section 903; Reduction of vulnerability to « nemy attack 


This section would provide that all housing functions and programs 
of the Federal Government shall be carried out, consistent with the 
requirements of the functions and programs, in a manner that wil! 
facilitate progress in the reduction of vulnerability of congested urban 
areas to enemy attack. 
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Section 904: Farm housing 

This section would provide additional authorization for the farm- 
housing assistance under title V of the Housing Act of 1949 (Public 
Law 171, 81st Cong.). (That title authorized the Secretary of Agri- 
culture to make (1) long-term loans to farmers having adequate farms 
who are nevertheless unable to obtain private credit on reasonable 
terms; (2) similar loans, supplemented by modest contributions for 
5 years, Where the farmer is unable to undertake to repay the loan 
in full and the farm is not adequate but capable of being improved 
to the point where it is self-sustaining; and (3) modest loans and 
grants to he ‘Ip farm families on ve ry poor farms to undertake minor 
improvements or minimum repairs to farm dwellings where necessary 
to remove hazards to the health or safety of the occupants.) This 
section would provide the following additional authorization, to be 
available on or after July 1, 1954, for title V: (1) $100 million in the 
amount of loan funds which can be obtained from the Treasury; (2) 
$2 million per annum in the amount of annual contribution commit- 
ments for housing on potentially adequate farms; and (3) $10 million 
in the amount of appropriations authorized for loans aaa grants for 
improvements and repairs. 


Sections 905 and 906: Act controlling and se parability 
These sections contain customary act-controlling and separability 
provisions: 
CuHaANGEs IN Existinc Law 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as intro- 
duced, are shown as follows (existing law proposed to be omitted is 
enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman) : 


NATIONAL HOUSING ACT, AS AMENDED 
TITLE I-—HOUSING RENOVATION AND MODERNIZATION 
* * * * * * * 


Sno. 2. ? Fs 

(b) No insurance shall be granted under this section to any such financial insti- 
tution with respect to any obligation representing any such loan, advance of credit, 
or purchase by it [(1) if the amount of such loan, advance of credit, or purchase 
made for the purpose of financing the alteration, repair, or improvement of 
existing structures exceeds $2,500, or for the purpose of financing the construc- 
tion of new structures exceeds $3,000] (1) if the amount of such loan, advance 
of credit, or purchase exceeds $3,000; (2) if such obligation has a maturity in 
excess of [three years] five years and. thirty-two days, except that such maturity 
limitation shall not apply if such loan, advance of credit, or purchase is for the 
purpose of financing the construction of a new structure for use in whole or in 
part for agricultural purposes; or (3) unless the obligation bears such interest, 
has such maturity, and contains such other terms, conditions, and restrictions 
as the Commissioner shall prescribe, in order to make credit available for ‘the 
purposes of this title: Provided, That insurance may be granted to any such 
financial institution with respect to any obligation not in excess of [$10,000 and 
having a maturity not in excess of seven years] $10,000 or $1,500 per family unit, 
whichever is the greater, and having a maturity not in excess of ten years and 
thirty-two days representing any such loan, advance of credit, or purchase 
made by it if such loan, advance of credit, or purchase is made for the purpose 
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of financing the alteration, repair, improvement, or conversion of an existing 
structure used or to be used as an apartment house or a dwelling for two or 
more families: Provided further, That any obligation with respect to which 
insurance is granted under this section on or after July 1, 1939, may be re. 
financed and extended in accordance with such terms and conditions as the 
Commissioner may prescribe, but in no event for an additional amount or term 
in excess of the maximum provided for in this subsection. 
* = © « a * ® 

(f) The Commissioner shall fix a premium charge for the insurance hereafter 
granted under this section, but in the case of any obligation representing any 
loan, advance of credit, or purchase, such premium charge shall not exceed an 
amount equivalent to 1 per centum per annum of the net proceeds of such loan. 
advance of credit, or purchase, for the term of such obligation, and such premium 
charge shall be payable in advance by the financial institution and shall be paid 
at such time and in such manner as may be prescribed by the Commissioner, 
The moneys derived from such premium charges and all moneys collected by the 
Commissioner as fees of any kind in connection with the granting of insurance 
as provided in this section, and all moneys derived from the sale, collection, dis- 
position, or compromise of any evidence of debt, contract, claim, property, or 
security assigned to or held by the Commissioner as provided in subsection (c) 
of this section with respect to insurance granted on and after July 1, 1939, shal! 
be denosited in an account in the Treasury of the United States, which account 
shall be available for defraying the operating expenses of the Federal Housing 
Administration under this section, and any amounts in such account which are not 
needed for such purnose may be used for the payment of claims in connection with 
the insurance granted under this section. The account heretofore established 
in connection with insurance operations under this section and identified in the 
accounting records of the Federal Tlousing Administration as the Title I Claims 
Account shall be terminated as of June 30, 1954, at which time all of the remain- 
ina assets of such account, together with deposits therein for the account of 
obligors, shall be transferred to and merged with the account established pur- 
suant to this subsection. Moneys in the account established pursuant to this 
subsection not needed for the current operations of the Federal Housing Admin- 
istration may be invested in bonds or other obligations of, or in bonds or other 
obligations guaranteed as to principal and interest by, the United States. 


* * * * * * o 


[ANNUAL REPORT] TAXATION 


[Sec. 5. The Commissioner shall make an annual report to the Congress as 
soon as practicable after the 1st day of January in each year of his activities 
under this title and titles IT, III, VI, VII, VIIT and IX of this Act.J 


* * + J * . oo 


Sec. 8. (a) To assist in providing adequate housing for families of low and 
moderate income, particularly in suburban and outlying areas, this section is de- 
signed to supplement systems of mortgage insurance under other provisions of 
the National Housing Act by making feasible the insurance of mortgages cov- 
ering properties in areas where it is not practicable to obtain conformity with 
many of the requirements essential to the insurance of mortgages on housing in 
built-up urban areas. The Commissioner is authorized, upon application by the 
mortgagee, to insure, as hereinafter provided, any mortgage (as defined in sec- 
tion 201 of this Act) offered to him which is eligible for insurance as herein- 
after provided, and, upon such terms as the Commissioner may prescribe, to 
make commitments for the insuring of such mortgages prior to the date of their 
execution or disbursement thereon: Provided, That the aggregate amount of 
principal obligations of all mortgages insured under this section and outstand- 
ing at any one time shall not exceed $100,000,000, except that with the approval 
of the President such aggregate amount may be increased at any time or times 
by additional amounts aggregating not more than $150,000,000 upon a determina 
tion by the President, taking into account the general effect of any such increase 
upon conditions in the building industry and upon the national economy, that 
such increase is in the public interest £.] : And provided further, That no 
mortgage shall be insured under this section after the effective date of the Hous 
ing Act of 1954, except pursuant to a commitment to insure issued on or before 
such date. 

. + * * + * - 
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TITLE II—MORTGAGE INSURANCE 


s o . . * . 

Sno, 208. *..4..° 

(b) To be eligible for insurance under this section a mortgage shall— * * * 
{(2) Involve a principal obligation (including such initial service charges, ap- 
praisal, inspection, and other fees as the Commissioner shall approve) in an 
amount— 

[(A) not to exceed $16,000 and not to exceed 80 per centum of the ap- 
praised value (as of the date the mortgage is accepted for insurance) of 
a property upon which there is located a dwelling or dwellings designed 
principally for residential use for not more than four families in the ag- 
gregate, irrespective of whether such dwelling or dwellings have a party 
wall or are otherwise physically connected with another dwelling or dwell- 
ings: Provided, That the Commissioner may increase such dollar amount 
limitation by not exceeding $4,500 for each additional family dwelling unit 
in excess of two located on such property, or 

[((B) Repealed.) 

£(C) not to exceed $9,450 and not to exceed the sum of (i) 95 per centum 
of $7,000 of the appraised value (as of the date the mortgage is accepted 
for insurance) and (ii) 70 per centum of such value in excess of $7,000 and 
not in excess of $11,000, of a property, urban, suburban, or rural, upon which 
there is located a dwelling designed principally for a single-family resi- 
dence and which is approved for mortgage insurance prior to the begin- 
ning of construction: Provided, That with respect to mortgages insured un- 
der this paragraph the mortgagor shall be the owner and occupant of the 
property and shall have paid on account of the property at least 5 per 
centum of the appraised value, or such larger amount as the Commissioner 
may determine, in cash or its equivalent, or 

[(D) not to exceed $6,650, except that the Commissioner may by regulation 
increase this amount to not to exceed $7,600 in any geographical area where 
he finds that cost levels so require, and not to exceed 95 per centum of the 
appraised value (as of the date the mortgage is accepted for insurance) of 
a property, urban, suburban, or rural, upon which there is located a dwelling 
designed principally for a single-family residence and which is approved for 
mortgage insurance prior to the beginning of construction: Provided, That if 
the Commissioner finds that it is not feasible, within the aforesaid dollar 
amount limitation, to construct dwellings containing three or four bedrooms 
without sacrifice of sound standards of construction, design, and livability, 
he may increase such dollar amount limitation by not exceeding $950 for 
each additional bedroom (as defined by the Commissioner) in excess of two 
contained in such dwelling if he finds that such dwelling meets sound stand- 
ards of design and livability as a three-bedroom unit or a four-bedroom 
unit, as the case may be: Provided further, That with respect to mortgages 
insured under this paragraph the mortgagor shall be the owner and occu- 
paut of the property and shall have paid on account of the property at least 
5 per centum of the appraised value in cash or its equivalent, or shall be 
the builder constructing the dwelling in which case the principal obligation 
shall not exceed $5,950 for a one-bedroom unit or a two-bedroom unit, $6,800 
for a three-bedroom unit, or $7,650 for a unit having four or more bedrooms, 
except that the Commissioner may by regulation increase each of the maxi- 
mum dollar amount limitations contained in this proviso by not to exceed 
$850 in any geographical area where he finds that cost levels so require, and 
shall not exceed 85 per centum of the appraised value of the property: And 
provided further, That the Commissioner may by regulation provide that 
the maximum dollar amount limitations in this paragraph (D) shall be 
fixed at lesser amounts where he finds, for any section or locality or for 
the country as a whole or at any time, that it is feasible, within such lesser 
dollar amount limitations, to construct dwellings for families of lower 
income without sacrifice of sound standards of construction, design, and 
livability.] 

(2) Involwe a principal obligation (including such initial service charges, 
appraisal, inspection, and other fees as the Commissioner shall approve) in 
an amount not to exceed $20,000 in the case of property upon which there is 
located a dwelling designed principally for a one- or two-family residence; or 
$27,500 in the case of a three-family residence; or $35,000 in the case of a four- 
family residence; and not to exceed an amount equal to the sum of (i) 35 per 
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centum of $8,000 of the appraised value (as of the date the mortgage is accepied 
for insurance), and (ii) 75 per centum of such value in excess of $8,000: 
Provided, That the mortgagor shall have paid on account of the property at 
least 5 per centum (or such larger amount as the Commissioner may dete rmine ) 
of the Commissioner’s estimate of the cost of acquisition in cash or its equiva- 
lent: And provided further, That such mortgage shall not involve a principal 
obligation erceeding the maximum amount prescribed by the provisions of 
this section 203 in effect prior to the effective date of the Housing Act of 1954, 
unless the President, pursuant to section 201 of the Housing Act of 1954 hag 
authorized a greater maximum amount, in which event such principal obliga- 
tion shall not exceed such greater maximum amount. 

(3) Have a maturity satisfactory to the Commissioner, but not to exceed 
twenty years from the date of the insurance of the mortgage: Provided, That 
a mortgage on property approved for insurance prior to the beginning of con 
struction shall be eligible for insurance under this section if it has a maturity 
satisfactory to the Commissioner, but not to exceed twenty-five years from th 
date of the insurance of the mortgage, or not to exceed thirty years in the cas 
of a mortgage insured under paragraph (2) (D) of this subsection.] 

(3) Have a maturity satisfactory to the Commissioner, but not to exceed, in 
any event, thirty years from the date of the insurance of the mortgage: Provided, 
That the maturity of any such mortgage shall not exceed the maximum, maturity 
prescribed therefor by the provisions of this section 208 in effe ct prior to the 
effective date of the Housing Act of 1954, unless the President, pursuant to section 
201 of the Housing Act of 1954, has authorized a greater maturity, in which event 
the maturity of such mortgage shall not exceed such greater maturity. 

* * + * * * » 

(5) Bear interest (exclusive of premium charges for insurance) at not to 
exceed 5 per centum per annum on the amount of the principal obligation out- 
standing at any time, or not to exceed 6 per centum per annum if the Commis- 
sioner finds that in certain areas or under special circumstances the mortgage 
market demands it, or not to exceed 4 per centum per annum in the case of a 
mortgage insured under paragraph (2) (D) of this subsection, or not to exceed 
such per centum per annum, not in excess of 5 per centum, as the Commissioner 
finds necessary to meet the mortgage market.J 

(5) Bear interest (exclusive of premium charges for insurance, and service 
charges if any) at not to exceed 5 per centum per annum on the amount of the 
principal obligation outstanding at any time, or not to exceed such per centum 
per annum not in excess of 6 per centum as the Commissioner finds necessary to 
meet the mortgage market. 

ca * * * a * * 

(c) The Commissioner is authorized to fix a premium charge for the insurance 
of mortgages under this title but in the case of any mortgage such charge shall 
not be less than an amount equivalent to one-half of 1 per centum per annum nor 
more than an amount equivalent to 1 per centum per annum of the amount of 
the principal obligation of the mortgage outstanding at any time, without taking 
into account delinquent payments or prepayments: Provided, That a premium 
charge so fixed and computed shall also be applicable to each mortgage insured 
prior to the date of enactment of the National Housing Act Amendments of 1938 
in lieu of any premium charge which would otherwise become due after such 
date with respect to such mortgage: Provided further, That in the case of any 
mortgage described in section 203 (b) (2) (B) and accepted for insurance after 
such date and prior to July 1, 1939, the premium charge shall be one-fourth of 1 
per centum per annum on such outstanding principal obligation. Such premium 
charges shall be payable by the mortgagee, either in cash, or in debentures issued 
by the Commissioner under this title at par plus accrued interest, in such manner 
as may be prescribed by the Commissioner: [Provided] Provided, That deben- 
tures presented in payment of premium charges shall represent obligations of 
the particular insurance fund to which such premium charges are to be credited: 
Provided further, That the Commissioner may require the payment of one or 
more such premium charges at the time the mortgage is insured, at such discount 
rate as he may prescribe not in excess of the interest rate specified in the 
mortgage, * * * 

(d) The Commissioner is authorized to insure, pursuant to the provisions of 
this section, any mortgage which (A) covers a farm upon which a farm house 
or other farm buildings are to be constructed or repaired, and (B) otherwise 
would be eligible for insurance under the provisions of paragraph (b) of this 
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section: Provided, That the construction and repairs to be undertaken on such 
farm shall involve the expenditure for materials and labor of an amount not 
iss than 15 per centum of the total principal obligation of said mortgage[.] 
ind provided further, That no mortgage shall be insured pursuant to this 
subsection after the effective date of the Housing Act of 1954, except pursuant 
to a commitment to insure issued on or before such date. 
« * * * * * + 

{(f) No mortgage which in whole or in part refinances a then existing mort- 
gage shall be insured under this section unless the mortgagor files with the 
ipplication his certificate to the Commissioner that prior to the making of the 
application the mortgagor applied to the holder of such existing mortgage for 
such refinancing and that, after reasonable opportunity such holder failed or 
refused to make a loan of a like amount and on as favorable terms as those of 
the loan secured by the mortgage offered for insurance after taking into account 
amortization provisions, commission, interest rate, mortgage insurance premium, 
and costs to the mortgagor for legal services, appraisal fees, title expenses, and 
similar charges. 

[(z) Notwithstanding any other provisions of this section, a mortgage other- 
wise eligible for insurance hereunder and covering property upon which there 
s located a dwelling designed principally for a single-family residence and 
which is approved for mortgage insurance prior to the beginning of construction, 
may have such higher ratio of loan to value and such longer maturity than 
otherwise provided as the President may determine to be in the public interest, 
taking into account the general effect of such higher ratio or longer maturity, 
as the case may be, upon conditions in the building industry and upon the 
national economy: Provided, That the principal obligation of any such mort- 
gage shall not exceed $12,000 and the maturity thereof shall not exceed thirty 
years: And provided further, That with respect to any such mortgage the mort- 
gagor shall be the owner and occupant of the property at the time of insurance 
and shall have paid on account of the property at least 5 per centum of the 
Commissioner’s estimate of the cost of acquisition in cash or its equivalent.] 

(h) Notwithstanding any other provision of this section, the Commissioner 
is authorized to insure any mortgage which does not involve a principal obligation 
in excess of $7,000 or in excess of 100 per centum of the appraised value of a 
property upon which there is located a dwelling designed princip ‘lly for a single- 
family residence, where the mortgagor is the owner and occupant and establishes 
(to the satisfaction of the Commissioner) that his home which he occupied as 
an owner or as a tenant was destroyed or damaged to such an ertent that recon- 
struction is required as a result of a flood, fire, hurricane, earthquake, storm, or 
other catastrophe which the President, pursuant to section 2 (a) of the Act 
entitled “An Act to authorize Federal assistance to States and local governments 
in major disasters and for other purposes” (Public Law 875, Eighty-first Congress, 
approved September 30, 1950), as amended, has determined to be a major disaster, 

Sec. 204. (a) In any case in which the mortgagee under a mortgage insured 
under section 203 or section 210 shall have foreclosed and taken possession of 
the mortgaged property in accordance with regulations of, and within a period 
to be determined by, the Commissioner, or shall, with the consent of the Com- 
missioner, have otherwise acquired such property from the mortgagor after 
default, the mortgagee shall be entitled to receive the benefit of the insurance 
as herinafter provided, upon (1) the prompt conveyance to the Commissioner of 
title to the property which meets the requirements of rules and regulations of the 
Commissioner in force at the time the mortgage was insured, and which is evi- 
denced in the manner prescribed by such rules and regulations, and (2) the 
assignment to him of all claims of the mortgagee against the mortgagor or 
others, arising out of the mortgage transaction or foreclosure proceedings, except 
such claims as may have been released with the consent of the Commissioner. 
Upon such conveyance and assignment the obligation of the mortgagee to pay the 
premium charges for insurance shall cease and the Commissioner shall, subject 
to the cash adjustment hereinafter provided, issue to the mortgagee debentures 
having a total face value equal to the value of the mortgage and a certificate of 
claim, as hereinafter provided. For the purposes of this subsection, the value of 
the mortgage shall be determined, in accordance with rules and regulations pre- 
scribed by the Commissioner, by adding to the amount of the original principal 
obligation of the mortgage which was unpaid on the date of the institution of 
foreclosure proceedings, or on the date of the acquisition of the property after 
default other than by foreclosure, the amount of all payments which have been 
made by the mortgagee for taxes, ground rents, and water rates, which are liens 
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prior to the mortgage, special assessments which are noted on the application 
for insurance or which become liens after the insurance of the mortgage, in- 
surance on the mortgaged property, and [any mortgage insurance premiums 
paid after either of such dates] any mortgage insurance premiums paid after 
either of such dates, any tax imposed by the United States upon any deed or 
other instrument by which said property was acquired by the mortgagee and 
transferred or conveyed to the Commissioner, and by deducting from such total 
amount any amount received on account of the mortgage after either of such 
dates, and any amount received as rent or other income from the property, 
less reasonable expenses incurred in handling the property, after either of such 
dates: Provided, That with respect to mortgages which are accepted for in- 
surance under section 2083 (b) (2) (B) of this Act, and which are foreclosed 
before there shall have been paid on account of the principal obligation of the 
mortgage a sum equal to 10 per centum of the appraised value of the property 
as of the date the mortgage was accepted for insurance, there may be included 
in the debentures issued by the Commissioner, on account of foreclosure costs 
actually paid by the mortgagee and approved by the Commissioner an amount 
not in excess of 2 per centum of the unpaid principal of the mortgage as of the 
date of the institution of foreclosure proceedings, but in no event in excess of 
$75: And provided further, That with respect to mortgages which are accepted 
for insurance under section 203 (b) (2) (D) or under the second proviso of 
section 207 (c) (2) of this Act, or under Section 213 of this Act, or with respect 
to any mortgage accepted for insurance under section 203 on or after the date 
of enactment of the Housing Act of 1954, there may be included in the debentures 
issued by the Commissioner on account of the cost of foreclosure (or of acquiring 
the property by other means) actually paid by the mortgagee and approved by 
the Commissioner an amount, not in excess of two-thirds of such cost or $75 
whichever is the greater: And provided further, That with respect to mortgages 
to which the provisions of sections 302 and 306 of the Soldiers’ and Sailors’ Civil 
Relief Act of 1940, as now or hereafter amended, apply and which are insured 
under section 203 of the National Housing Act, as now or hereafter amended, and 
subject to such regulations and conditions as the Commissioner may prescribe, 
there shall be included in the debentures an amount which the Commissioner 
tinds to he sufficient to compensate the mortgagee for any loss which it may have 
sustained on account of interest on debentures and the payment of insurance 
premiums by reason of its having postponed the institution of foreclosure 
proceedings or the acquisition of the property by other means during any part 
or all of the period of such military service and three months thereafter[.]: 
And provided further, That notwithstanding any requirement contained in this 
Act that debentures may be issued only upon acquisition of title and possession 
by the mortgagee and its subsequent conveyance and transfer to the Com 
missioner, and for the purpose of avoiding unnecessary conveyance expense in 
connection with payment of insurance benefits under the provisions of this Act, 
the Commissioner is authorized, subject to such rules and regulations as he may 
prescribe, to permit the mortgagee to tender to the Commissioner a satisfactory 
conveyance of title and transfer of possession direct from the mortgagor or 
other appropriate grantor and to pay the insurance benefits to the mortgagee 
which it would otherwise be entitled to if such conveyance had been made to 
the mortgagee and from the mortgagee to the Commissioner, * * * 


* ca - * - * * 


(d) The debentures issued under this section to any mortgagee with respect 
to mortgages insured under section 208 shall be executed in the name of the 
Mutual Mortgage Insurance Fund as obligor, shall be signed by the Commissioner 
by either his written or engraved signature, and shall be negotiable and the 
debentures issued under this section to any mortgagee with respect to mortgages 
insured under section 210 shall be executed in the name of the Housing In- 
surance Fund as obligor, shall be signed by the Commissioner by either his 
written or engraved signature, and shall be negotiable. All such debentures 
shall be dated as of the date foreclosure proceedings were instituted, or the 
property was otherwise acquired by the mortgagee after default, and shall bear 
interest from such date at a rate determined by the Commissioner, with the 
approval of the Secretary of the Treasury, at the time the mortgage was offered 
for insurance, but not to exceed 3 per centum per annum, payable semiannually 
on the Ist day of January and the Ist day of July of each year, and shall mature 
{three years after the 1st day of July following the maturity date of the mort- 
gage on the property in exchange for which the debentures were issued, except 
that debentures issued with respect to mortgages insured under section 213 
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shall mature twenty years after the date of such debentures] ten years after the 
date thereof. 


7 > * . * * . 


(i) In the event that any mortgagee under a mortgage insured under section 
203 forecloses on the mortgaged property but does not convey such property to 
the Commissioner in accordance with this section, and the Commissioner is 
given written notice thereof, or in the event that the mortgagor pays the obligation 
under the mortgage in full prior to the maturity thereof, and the mortgagee pays 
any adjusted premium charge required under the provisions of section 203 (ec), 
and the Commissioner is given written notice by the mortgagee of the payment 
of such obligation, the obligation to pay any subsequent premium charge for 
insurance shall cease, and ali rights of the mortgagee and the mortgagor under 
this section shall terminate as of the date of such notice. 

(Sec. 205. (a) Mortgages accepted for insurance under section 208 shall be 
classified into groups in accordance with sound actuarial practice and risk 
characteristics. Premium charges, adjusted premium charges, and appraisal 
and other fees received on account of the insurance of any such mortgage, the 
receipts derived from the property covered by the mortgage and claims assigned to 
the Commissioner in connection therewith and all earnings on the assets of the 
group account shall be credited to the account of the group to which the 
mortgage is assigned. The principal of and interest paid and to be paid on 
debentures issued in exchange for property conveyed to the Commissioner under 
section 204 in connection with mortgages insured under section 203, payments 
made or to be made to the mortgagee and the mortgagor as provided in section 
204, and expenses incurred in the handling of the property covered by the mort- 
gage and in the collection of claims assigned to the Commissioner in connection 
therewith, shall be charged to the account of the group to which such mortgage 
is assigned. 

[(b) The Commissioner shall also provide, in addition to the several group 
accounts, a general reinsurance account, the credit in which shall be available 
to cover charges against such group accounts where the amounts credited to 
such accounts are insufficient to cover such charges. General expenses of opera- 
tion of the Federal Housing Administration under this title with respect to 
mortgages insured under section 2083 may be allocated in the discretion of the 
Commissioner among the several group accounts are charged to the general rein- 
surance account, and the amount allocated to the Fund under section 202 shall 
be credited to the general reinsurance account; except that any expenses 
incurred prior to July 1, 1939, with respect to mortgages described in section 
203 (b) (2) (B) shall be charged to the general reinsurance account. 

[(c) The Commissioner shall, except as to group accounts terminated as of a 
date prior to July 1, 1953, transfer from each of the several group accounts to 
the general reinsurance account, beginning as of July 1, 1953, and as of the 
beginning of each semiannual period thereafter, an amount which, in the case of 
the initial transfer, shall equal 10 per centum of the total premium charges 
theretofore credited to such group accounts, and, in the case of subsequent trans- 
fers, shall equal the amount of any adjusted premium charges collected by the 
Commissioner in connection with the payment in full of insured mortgages prior 
to maturity on or after July 1, 1953, and an amount which shall in no event be 
less than 10 per centum nor more than 35 per centum of all other premium 
charges credited to such group accounts during the preceding semiannual period: 
Provided, That until such time as the Commissioner determines that the resources 
in the general reinsurance account are sufficient to cover all estimated future 
deficits among individual group accounts, 100 per centum of all other premium 
charges credited to such group accounts during each such semiannual period 
shall be transferred as provided in this subsection. The Commissioner shall ter- 
minate the insurance as to any group of mortgages (1) when he shall determine 
that the amounts to be distributed, as hereinafter set forth, te each mortgagee 
under an outstanding mortgage assigned te such group are sufficient to pay off 
the unpaid principal of each such mortgage, or (2) when all the outstanding 
mortgages in any group have been paid. In addition to the amounts transferred 
as herein provided, the Commissioner shall, upon such termination, charge to the 
ground account the estimated losses arising from transactions relating to that 
group, and shall distribute to the mortgagees for the benefit and account of the 
mortgagors of the mortgages assigned to such group the balance remaining in 
such group account, less any amount by which such balance exceeds the aggre- 
gate scheduled annual premiums of such mortgagors to the year of termination 
of the insurance: Provided, That any undistributed balance in the group account 
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at termination shall be transferred to the general reinsurance account. Any 
such distribution to mortgagees shall be made equitably and in accordance with 
sound actuarial and accounting practice: Provided, That in no event shall any 
distribution to a mortgagor or for the account of a mortgagor under any pro 
vision of this section exceed his aggregate scheduled annual premiums to the 
year of termination of the insurance. 

[(d) No mortgagor or mortgagee of any mortgage insured under section 203 
shall have any vested right in a credit balance in any such account, or be subject 
to any liability arising out of the mutuality of the Fund, and the determinatio; 
of the Commissioner as to the amount to be paid by him to any mortgagee or 
mortgagor shall be final and conclusive. 

Cie) In the event that any mortgagee under a mortgage insured under this 
title forecloses on the mortgaged property but does not convey such property t 
the Commissioner in accordance with section 204, and the Commissioner js 
given written notice thereof, or in the event that the mortgagor pays the obliga- 
tion under the mortgage in full prior to the maturity thereof, and the mortgagee 
pays any adjusted premium charge required under the previsions of sectior 
203 (c), and the Commissioner is given written notice by the,mortgagee of th 
payment of such obligation, the obligation to pay any subsequeré premium charg 
for insurance shall cease, and all rights of the mortgagee and the mortgagor 
under section 204 shall terminate as of the date of such notice. Upon such 
termination the mortgagor under a mortgage insured under section 208 shal 
be entitled to receive a share of the credit balance of the group account t 
which the mortgage has been assigned in such amount as the Commissione) 
shall determine to be equitable and not inconsistent with the solvency of the 
group account and of the Fund.J 

Sec. 205. (a) The Commissioner shall establish as of July 1, 1954, in the Mutua 
Mortgage Insurance Fund a General Surplus Account and a Participating Re 
serve Account. All of the assets of the General Reinsurance Account shall be 
transferred to the General Surplus Account whereupon the General Reinsw 
ance Account shall be abolished. There shall be transferred from the various 
group accounts to the Participating Reserve Account as of July 1, 1954, an 
amount equal to the aggregate amount which would have been distributed under 
the provisions of section 205 in effect on June 30, 1954, if all outstanding mort 
gages in such group accounts had been paid in full on said date. All of the 
remaining balances of said group accounts shall as of said date be transferred 
to the General Surplus Account whereupon all of said group accounts shall be 
abolished, 

(b) The aggregate net income thereafter received or any net loss thereafter 
sustained by the Mutual Mortgage Insurance Fund in any semiannual period 
shall be credited or charged to the General Surplus Account and/or the Partici- 
pating Reserve Account in such manner and amounts as the Commissioner may 
determine to he in accord with sound actuarial and accounting practice. 

(c) Upon. termination of the insurance obligation of the Mutual Mortaage 
Insurance Fund by payment of any mortgage insured thereunder, the Com- 
missioner is authorized to distribute to the mortgagor a share of the Participating 
Reserve Account in such manner and amount as the Commissioner shall deter 
mine to be equitable and in accordance with sound actuarial and accounting 
practice: Provided, That, in no event, shall any such distributable share exceed 
the aggregate scheduled annual premiums of the mortgagor to the year of 
termination of the insurance. 

(7) No mortgagor or mortgagee of any mortgage inswred under section 208 
shall have any vested right in a credit balance in any such account or be subiect 
to any liability arising out of the mutuality of the Fund and the determination 
of the Commissioner as to the amount to be paid by him to any mortgagor shall 
be final and conclusive. 





2 + * +. * + az 
Seo. 207. * * © 
(c) To be eligible for insurance under this section a mortgage on any prop- 
erty or project shall involve a principal obligation in an amount— 

(1) not to exceed $5,000,000, or, if executed by a mortgagor coming within 
the provisions of paragraph numbered (b) (1) of this section, not to 
exceed $50,000,000 : 

(2) not to exceed 80 per centum of the estimated value of the property 
or project (when the proposed improvements are completed): Provided, 
That except with respect to a mortgage executed by a mortgagor coming 
within the provisions of paragraph numbered (b) (1) of this section, such 
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mortgage shall not exceed the amount which the Commissioner estimates 
will be the cost of the completed physical improvements on the property 
or project exclusive of public utilities and streets and organization and 
legal expenses: Provided further, That nothing contained in this section 
shall preclude the insurance of mortgages covering evristing construction 
located in slum or blighted areas, as defined in paragraph numbered (5) 
of subsection (a) of this section, and the Commissioner may require such 
repair or rehabilitation work to be completed as is, in his discretion, 
necessary to remove conditions detrimental to safety, health, or morals: 
And provided further, That the above limitations in this paragraph (2) 
shall not apply to mortgages on housing in the Territory of [Alaska.J 
{laska, or in Guam, but such a mortgage may involve a principal obligation 
in an amount not to exceed 90 per centum of the amount which the Com- 
missioner estimates will be the replacement cost of the property or projeet 
when the proposed improvements are completed (the value of the property 
or project as such term is used in this paragraph may include the land, 
the proposed physical improvements, utilities within the boundaries of the 
property or project, architect's fees, taxes, and interest accruing during 
construction, and other miscellaneous charges incident to construction and 
approved by the Commissioner) ; and 

[(3) not to exceed, for such part of such property or project as may be 
attributable to dwelling use, $2,000 per room (or $7,200 per family unit if 
the number of rooms in such property or project does not equal or exceed 
four per family unit) and not in excess of $10,000 per family unit.J 

(3) not to exceed, for such part of such property or project as may be 
attributable to dwelling use, $2,000 per room (or $7,200 per family unit if 
the number of rooms in such property or project does not equal or exceed 
four per family unit): Provided, That as to projects to consist of elevator 
type structures, the Commissioner may, in his discretion, increase the dollar 
amount limitation of $2,000 per room to not to erceed $2,400 per room and 
the dollar amount limitation of $7,200 per family unit to not to exceed 
$7,500 per family unit, as the case may be, to compensate for the higher costs 
incident to the construction of elevator type structures of sound standards 
of construction and design: And provided further, That such mortgage 
shall not involve a principal obligation exceeding the marimum amount 
prescribed by the provisions of this section 207 in effect prior to the effec- 
tive date of the Housing Act of 1954, unless the President, pursuant to 
section 201 of the Housing Act of 1954 has authorized a greater marimum 
amount, in which event such principal obligation shall not exceed such 
greater marimum amount. 

Notwithstanding any of the limitations contained in paragraphs numbered 
(2) and (3) of this subsection (¢c), if the number of bedrooms in such property 
or project is equal to or exceeds two per family unit, and the principal obliga- 
tion of the mortgage does not exceed $7,200 per family unit for such part of 
such property as may be attributable to dwelling use, the mortgage may involve 
a principal obligation not in excess of 90 per centum of the estimated value of 
the property or project (when the proposed improvements are completed). 

* * * oe * * * 


(d) The Commissioner shall collect a premium cbarge for the insurance of 
mortgages under this section and section 210 which shall be payable annually 
in advance by the mortgagee, either in cash or in debentures of the Housing 
Insurance Fund issued by the Commissioner under this title at par plus accrued 
interest. 

* * * + * s 7 

(h) The certificate of claim issued under this section shall be for an amount 
which the Commissioner determines to be sufficient, when added to the face 
value of the debentures issued and the cash adjustment paid to the mortgagee, 
to equal the amount which the mortgagee would have received if, on the date 
of the assignment, transfer and delivery to the Commissioner provided for in 
subsection (g), the mortgagor had extinguished the mortgage indebtedness by 
payment in full of all obligations under the mortgage[.] and a reasonable amount 
for necessary expenses incurred ‘by the mortgagee in connection with the fore- 
closure proceedings, or the acquisition of the mortgaged property otherwise, and 
the conveyance thereof to the Commissioner. 
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Sec. 212. (a) The Commissioner shall not insure under section 207 or section 
9°10 of this title, or under section 608 of Title VI, pursuant to any application for 
insurance filed subsequent to the effective date of this section, or under section 
218 of this title, or under Title VII pursuant to any application filed subsequent 
to sixty days after the date of enactment of the Housing Act of 1950, or under 
Title VIII, or under section 908 of Title IX, a mortgage or investment which 
covers property on which there is or is to be located a dwelling or dwellings, or 
a housing project, the construction of which was or is to be commenced subse. 
quent to such date, unless the principal contractor files a certificate or certificates 
(at such times, in course of construction or otherwise, as the Commissioner 
may prescribe) certifying that the laborers and mechanics employed in the 
construction of the dwelling or dwellings or the housing project involved have 
been paid not less than the wages prevailing in the locality in which the work 
was performed for the corresponding classes of laborers and mechanics em- 
ployed on construction of a similar character, as determined by the Secretary 
of Labor prior to the beginning of construction and after the date of the filing of 
the application for insurance. The provisions of this section shall also apply to 
the insurance of any mortgage under section 220 which covers property on which 
there is located a dwelling or dwellings designed principally for residential use 
for twelve or more families. 

* . * * © * * 

Src. 213. (a) In addition to mortgages insured under section 207 of this tit) 
the Commissioner is authorized to insure mortgages as defined in section 207 
(a) of this title (including advances on such mortgages during construction), 
which cover property held by 

(1) a nonprofit cooperative ownership housing corporation or nonprofit 
cooperative ownership housing trust, the permanent occupancy of the dwell- 
ings of which is restricted to members of such corporation or to beneficiaries 
of such trust; or 

(2) a nonprofit corporation or nonprofit trust organized for the purpose 
of construction of homes for members of the corporation or for beneficiaries 
of the trust; 

which corporations or trusts are regulated or restricted for the purposes and in 
the manner provided in paragraphs numbered (1) and (2) of subsection (b) 
of section 207 of this title. 

(b) To be eligible for insurance under this section a mortgage on any property 
or project of a corporation or trust of the character described in paragraph 
numbered (1) of subsection (a) of this section shall involve a principal obliga 
tion in an amount- 

(1) not to exceed $5,000,000: 

[(2) not to exceed $8,100 per family unit for such part of such property 
or project as may be attributable to dwelling use, except that if the Com 
missioner finds that the needs of individual members of the corporation or 
of individual beneficiaries of the trust could more adequately be met by 
per room limitations, the mortgage may involve a principal obligation in 
an amount not to exceed $1,800 per room for such part of such project to 
be oecupied by such members or beneficiaries; and not to exceed 90 per 
centum of the amount which the Commissioner estimates will be the re- 
placement cost of the property or project when the proposed improvements 
are completed: Provided, That (i) such maximum dollar amount shall be 
increased by $4.50 per family unit or $1 per room, as the case may be, for 
each 1 per centum of the membership of the corporation or number of bene- 
ficiaries of the trust which consists of veterans and such maximum ratio 
of loan to cost shall be increased by one-twentieth of 1 per centum for each 
1 per centum of the membership of the corporation or number of bene- 
ficiaries of the trust which consists of veterans, if evidence satisfactory to 
the Commissioner is furnished to establish that the benefits of such in- 
crease will accrue to the members of the corporation or beneficiaries of the 
trust who are veterans in the form of the elimination of the down payment 
which the corporation or trust would otherwise require in order to supply 
the difference between the amount of the mortgage loan and the estimated 
replacement cost of the property or project, or (ii) if at least 65 per centum 
of the membership of the corporation or number of beneficiaries of the 
trust consists of veterans, the mortgage may involve a principal obligation 
not to exceed $8,550 per family unit or $1,900 per room as the case may be 
and not to exceed 95 per centum of the amount which the Commissioner 
estimates as the replacement cost of the property or project when the pro- 
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posed improvements are completed : Provided, That for purposes of this 
section the word ‘‘veteran”’ shall mean a person who has served in the 
active military or naval service of the United States at any time on or after 
September 16, 1940, and prior to July 26, 1947, or on or after June 27, 1950, 
and prior to such date thereafter as shall be determined by the President.} 

(1) not to exceed $5,000,000, or not to exceed $25,000,000 if the mortgage 
is executed by a mortgagor regulated or supervised under Federal or State 
laws or by political subdivisions of States or agencies thereof, as to rents, 
charges, and methods of operation; 

(2) not to exceed, for such part of such property or project as may be 
attributable to dwelling use, $2,250 per room (or $8,100 per family if the 
number of rooms in such property or project does not equal or exceed four 
per family unit), and not to excee d 90 per centum of the estimated value of 
the property or project when the proposed improvements are completed: 
Provided, That if at least 65 per centum of the membership of the corporation 
or number of beneficiaries of the trust consists of veterans, the mortgage 
may involve a principal obligation not to exceed $2,375 per room (or $8,550 
per family unit if the number of rooms in such property or project does not 
equal or exceed four per family unit), and not to exceed 95 per centum of the 
estimated value of the property or project when the proposed physical im- 
provements are completed: Provided further, That as to projects which 
consist of elevator type structures, and to compensate for the higher costs 
incident to the construction of elevator type structures of sound standards of 
construction and design, the Commissioner may, in his discretion, increase 
the aforesaid dollar amount limitations per room or per family unit (as 
may be applicable to the particular case) within the following limits: (i) 
$2,250 per room to not to exceed $2,700; (ii) $2,375 per room to not to exceed 
$2,850; (iii) $8,100 per family unit to not to exceed $8,400; and (iv) $8,550 
per family unit to not to exceed $8,900: Provided further, That such mortyage 
shall not involve a principal obligation exceeding the marimum amount per 
room or per family unit prescribed by the provisions of this section 213 in 
effect prior to the effective date of the Housing Act of 1954, unless the Presi- 
dent, pursuant to section 201 of the Housing Act of 1954 has authorized a 
greater maximum amount, in which event such principal obligation shall not 
erceed such greater maximum amount: And provided further, That for the 
purposes of this section the word “veteran” shall mean a person who has 
served in the active military or naval service of the United States at any 
time on or after September 16, 1940, and prior to July 26, 1947, or on or 
after June 27, 1950, and prior to such date thereafter as shall be determined 
by the President. 

* . . . * * . 

(f) The Commissioner is authorized, with respect to mortgages insured or to 
be insured under this section, to furnish technical advice and assistance in the 
organization of corporations or trusts of the character described in subsection (a) 
of this section and in the planning, development, construction, and operation 
of their housing projects. [In the performance of, and with respect to, the 
functions, powers, and duties vested in him by this section, the Commissioner, 
notwithstanding the provisions of any other law, shall appoint as Assistant 
Commisisoner to administer the provisions of this section under the direction and 
supervision of the Commissioner.] 

* + a * x * * 

(Sec. 217. Notwithstanding limitations contained in any other section of this 
Act on the aggregate amount of principal obligations of mortgages or loans which 
may be insured (or insured and outstanding at any one time) and on the 
aggregate amount of contingent liabilities which may be outstanding at any one 
time under insurance contracts, or commitments to insure, pursuant to any 
section or title of this Act, any such aggregate amount shall, with respect to 
any section or title of this Act (except section 2), be prescribed by the President 
from time to time taking into consideration the needs of national defense and the 
effect of additional insurance authorizations upon conditions in the building in- 
dustry and upon the national economy: Provided, That the dollar amount of the 
insurance authorization prescribed by the President at any time with respect 
to any provision of title VI shal! not be greater than authorized by provisions of 
that title: And provided further, That, at any time, the aggregate dollar amount 
of the mortgage insurance authorization prescribed by the President with respect 
to title IX of this Act, plus the aggregate dollar amount of all increases in 
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insurance authorizations under other titles of this Act prescribed by the Presj- 
dent pursuant to authority contained in this section, less the aggregate dollar 
amount of all decreases in insurance authorizations under this Act prescribed by 
the President pursuant to authority contained in this section shall not exceed 
$3,400,000,000: And provided further, That $400,000,000 of said sum shall be 
available only for the insurance of mortgages for which no insurance contract 
or commitment to insure under this Act was outstanding on June 30, 1952, and 
which mortgages (1) cover defense housing programmed by the Housing anq 
Home Finance Ageney in an area determined by the President or his designee 
to be a critical defense housing area, or (2) are insured under title VIII of +t) 
Act, or (3) cover housing intended to be made available primarily for families 
who are victims of a catastrophe which the President has determined to be 
major disaster.J 

Sec. 217. Notivithstanding limitations contained in any other section of this 
ict on the aggregate amount of principal obligations of mortgages or loans 
which may be insured (or insured and outstanding at any one time), the ag 
gate amount of principal obligations of all mortgages which may be insured and 
outstanding at any one time under insurance contracts or commitments to insure 
pursuant to any section or title of this Act (except section 2) shall not exceed 
the sum of (a) the outstanding principal balance, as of July 1, 1954, of all insured 
mortgages (as estimed by the Commissioner based on scheduled amortization 
payments without taking into account prepayments or delinquencies), (b) the 
principal amount of all outstanding commitments to insure on that date, and (c) 
$71,500,000,000, except that with the approval of the President such aggregate 
amount may be increased by not to exceed $500,000,000. 

It is the intent and purpose of this section to consolidate and merge all existing 
mortgage insurance authorizations or existing limitations with respect to any 
section or title of this Act (except section 2) into one general insurance authori 
zation to take the place of all existing authorizations or limitations. 





¥ * - “ « * * 

Sec. 219. Notwithstanding limitations contained in any other sections of this 
Act as to the use of moneys credited to the Title I Housing Insurance Fund, the 
Housing Insurance Fund, the War Housing Insurance Fund, the Housing Invest 
ment Insurance Fund, the Military Housing Insurance Fund, [or the Defense 
Housing Insurance Fund,] the Defense Housing Insurance Fund, or the Section 
220 Housing Insurance Fund, the Commissioner is hereby authorized to transfer 
funds from any one or more of such Insurance Funds to any other such Fund in 
such amounts and at such times as the Commissioner may determine, taking 
into consideration the requirements of such Funds, separately and jointly to 
earry out effectively the insurance programs for which such Funds were 
established. 


REHABILITATION AND NEIGHBORHOOD CONSERVATION HOUSING INSURANCE 


Sec, 220. (a) The purpose of this section is to supplement the insurance of 
mortgages under sections 203 and 207 of this title by providing a system of 
mortgage insurance to provide financial assistance in the rehabilitation of eiat- 
ing dwelling accommodations and the construction of new dwelling accommo 
dations as an aid in the elimination of blight and slum conditions and in the 
prevention of the deterioration of property located in an urban renewal area (as 
defined in title I of the Housing Act of 1949, as amended) in a community respect- 
ing which the Housing and Home Finance Administrator has made the certifica- 
tion to the Commissioner provided for by subsection 101 (c) of the Housing 
Act of 1949, as amended. 

(b) The Commissioner is authorized, upon application by the mortgagee, to 
insure, as hereinafter provided, any mortgage (including advances during con- 
struction on mortgages covering property of the character described in para- 
graph (3) (B) of subsection (d) of this section) which is eligible for insurance 
as hereinafter provided, and, upon such terms and conditions as he may prescribe, 
to make commitments for the insurance of such mortoages prior to the date of 
their execution or disbursement thereon: Provided, That the property covered 
by the mortgage is in an urban renewal area referred to in subsection (a) of this 
section. 


(c) As used in this section, the terms “mortgage”, “first mortgage”, “mort 
gagee”’, “mortgagor”, “maturity date’, and “State” shall have the same meaning 
as in section 201 of this Act. 

(d) To be eligible for insurance under this section a mortgage shall meet the 
following cond ions: 
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(1) The mortgaged property shall be located in a delineated area (within an 
urban renewal area as defined in title I of the Housing Act of 1949, as amended) 
vith respect to which de lineated area a specific plan of rehabilitation and con- 
ration has been established to carry out the purposes sect forth in subsection 
1) of this section: Provided, That, in the opinion of the Commissioner (i) there 
rists necessary authority and financial capacity to assure the completion of 
uch plan and (ii) such plan will be effective to assure compliance with such 


er 


standards and conditions as the Commissioner may prescribe to establish the 
receptability of such property for mortgage insurance. 

(2) The mortgaged property shall be held by 

(A) a mortgagor approved by the Commissioner, and the Commissioner 
may in his discretion require such mortgagor to be regulated or restricted 
as to rents or sales, charges, capital structure, rate of return and methods 
of operation, and for such purpose the Commissioner may make such con- 
tracts with and acquire for not to exceed $100 stock or interest in any such 
mortgagor as the Commissioner may deem necessary to render effective such 
restriction or regulations. Such stock or interest shall be paid for out of 
the Section 220 Housing Insurance Fund and shall be redeemed by the mort- 
gagor at par upon the termination of all obligations of the Commissioner 
under the insurance; or 

(B) by Federal or State instrumentalities, municipal corporate instru- 
mentalities, of one or more States, or limited dividend or redevelopment 
or housing corporations restricted by Federal or State laws or regulations 
of State banking or insurance departments as to rents, charges, capital 
structure, rate of return, or methods of operation. 

(3) The mortgage shall involve a principal obligation (including such initial 
service charges, appraisal, inspection and other fees as the Commissioner shall 
approve) in an amount— 

(A) not to exceed $20,000 in the case of property upon which there is 
located a dwelling designed principally for a one- or two-family residence; 
or $27,500 in the case of a three-family residence; or $35,000 in the case of 
a four-family rseidence; or in the case of a dwelling designed principally 
for residential use for more than four families (but not exceeding such 
additional number of family units as the Commissioner may prescribe) 
$35,000 plus not to exceed $7,000 for each additional family unit in excess 
of four located on such property; and not to exceed an amount equal to 
the sum of (i) 95 per centum of $8,000 of the appraised value (as of the date 
the mortgage is accepted for insurance) and (ii) 75 per centum of such value 
in excess of $8,000: Provided, That such mortgage shall not involve a prin- 
cipal obligation exceeding the maximum amount prescribed by the provisions 
of section 208 in effect prior to the effective date of the Housing Act of 1954, 
unless the President, pursuant to section 201 of the Housing Act of 1954 
has authorized a greater maximum amount, in which event such principal 
obligation shall not exceed such greater marimum amount ; or 

(B) (i) not to exceed $5,000,000, or, if executed by a mortgagor coming 
within the provisions of paragraph (2) (B) of this subsection (d), not to 
exceed $50,000,000: and 

(ii) not to exceed 90 per centum of the estimated value of the property 
or project when the proposed improvements are completed (the value of the 
property or project may include the land, the proposed physical improve- 
ments, utilities within the boundaries of the property or project, architect's 
fees, tares, and interest during construction, and other miscellaneous charges 
incident to construction and approved by the Commissioner) ; and 

(iii) not to erceed, for such part of such property or project as may be 
attributable to dwelling use, $2.250 per room (or $7,200 per family unit if the 
number of rooms in such property or project does not equal or exceed four 
per family unit): Provided, That as to projects to consist of elevator-type 
structures, the Commissioner may, in his discretion, increase the dollar 
amount limitation of $2,250 per room to not to exceed $2,700 per room and 
the dollar amount limitation of $7,200 per family unit to not to exceed $7,500 
per family unit, as the case may be, to compensate for the higher costs inci- 
dent to the construction of elevator-type structures of sound standards of 
construction and design: Provided further, That a mortgage coming within 
the provisions of this paragraph (3) (B) shall not involve a principal obli- 
gation exceeding the mavimum amount prescribed by the provisions of sec- 

tion 207 in effect prior to the effective date of the Housing Act of 1954, unless 
the President, pursuant to section 201 of the Housing Act of 1954 has author- 
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ized a greater maximum amount, in which event such principal obligation 
shall not exceed such greater maximum amount: And provided further, That 
nothing contained in part (B) shall preclude the insurance of mortgages 
covering existing multifamily dwellings to be rehabilitated or reconstructed 
for the purposes set forth in subsection (a) of this section. 

(4) The mortgage shall provide for complete amortization by periodic pay- 
ments within such terms as the Commissioner may prescribe, but as to mortgages 
coming within the provisions of paragraph (3) (A) of this subsection (d) not 
to exceed the maximum maturity prescribed by the provisions of section 2038 
in effect prior to the effective date of the Housing Act of 1954, unless th 
President, pursuant to section 201 of the Housing Act of 1954, has authorized 
a greater maturity, in which event the maturity of such mortgage shall not 
exceed such greater maturity: Provided, That such maturity shall not exceed, 
in any event, thirty years from the date of insurance of the mortgage. Th 
mortgage shall bear interest (exclusive of premium charges for insurance and 
service charge, if any) at not to exceed 5 per centum per annum on the amounnt 
of the principal obligation outstanding at any time, or not to exceed such per 
centum per annum not in excess of 6 per centum as the Commissioner finds 
necessary to meet the mortgage market; contain such terms and provisions with 
respect to the application of the mortgagor's periodic payment to amortization 
of the principal of the mortgage, insurance, repairs, alterations, payment of 
tares, default reserves, delinquency charges, foreclosure proceedings, anticipa- 
tion of maturity, additional and secondary liens, and other matters as the Com 
missioner may in his discretion prescribe. 

(e) The Commissioner may at any time, under such terms and conditions as 
he may prescribe, consent to the release of the mortgagor from his liability 
under the mortgage or the credit instrument secured thereby, or consent to the 
release of parts of the mortgaged property from the lien of the mortgage. 

(f) The mortgagee shall be entitled to receive the benefits of the insurance 
as hereinafter provided 

(1) as to mortgages meeting the requirements of paragraph (3) (A) of 
subsection (d) of this section, as provided in section 204 (a) of this Act 
with respect to mortgages insured under section 203; and the provisions of 
subsections (b), (c), (ad), (e), (f), (9), and (h) of section 204 of this Act 
shall be applicable to such mortgages insured under this section, except 
that all references therein to the Mutual Mortgage Insurance Fund or the 
Fund shall be construed to refer to the Section 220 Housing Insuranc 
Fund and all references therein to section 203 shall be construed to refe) 
to this section; or 

(2) as to mortgages meeting the requirements of paragraph (3) (B) 
of subsection (d) of this section, as provided in section 207 (9) of this 
Act with respect to mortgages insured under said section 207, and the pro 
visions of subsections (h), (i), (4), (k), and (1) of section 207 of this 
{ct shall be applicable to such mortgages insured under this section, and 
all references therein to the Housing Insurance Fund or the Housing Fund 
shall be construed to refer to the Section 220 Housing Insurance Fund. 

(9) There is hereby created a Section 220 Housing Insurance Fund which 
shall be used by the Commissioner as a revolving fund for carrying out the 
provisions of this section, and the Commissioner is hereby authorized to transfer 
to such Fund the sum of $1,000,000 from the War Housing Insurance Fund 
established pursuant to the provisions of section 602 of this Act. General evr- 
penses of operation of the Federal Housing Administration under this section 
may be charged to the Section 220 Housing Insurance Fund, 

Moneys in the Section 220 Housing Insurance Fund not needed for the cur- 
rent operations of the Federal Housing Administration under this section shall 
be deposited with the Treasurer of the United States to the credit of such Fund, 
or invested in bonds or other obligations of, or in bonds or other obligations 
guaranteed as to principal and interest by, the United States. The Commis 
sioner may, with the approval of the Secretary of the Treasury, purchase in the 
open market debentures issued under the provisions of this section. Such pur 
chases shall be made at a price which will provide an investment yield of not 
less than the yield obtainable from other investments authorized by this section. 
Debentures so purchased shall be canceled and not reissued. 

Premium charges, adjusted premium charges, and appraisal and other fees 
received on account of the insurance of any mortgage accepted for insurance 
under this section, the receipts derived from the property covered by such mort- 
gage and claims assigned to the Commissioner in connection therewith shall be 
credited to the Section 220 Housing Insurance Fund. The principal of, and 
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interest paid and to be paid on debentures issued under this section, cash adjust- 
ments, and expenses incurred in the handling, management, renovation, and 
disposal of properties acquired under this section shall be charged to such Fund. 

Sec. 221. (a) This section is designed to supplement systems of mortgage in- 
surance under other provisions of the National Housing Act in order to assist in 
relocating families to be displaced as the result of governmental action in a 
community respecting which the Housing and Home Finance Administrator has 
made the certification to the Commissioner provided for by subsection 101 (c) 
of the Housing Act of 1949, as amended. Mortgage insurance under this section 
shall be available only in those localities or communitics which shall have 
requested such mortgage insurance to be provided: Provided, That the Com- 
missioner shall prescribe such procedures as in his judgment are necessary to 
secure to the families to be so displaced, referred to above, a preference or priority 
of opportunity to purchase or rent such dwelling units: And provided further, 
That the total number of dwelling units in properties covered by mortgages in 
sured under this section in any such community shall not exceed the total num- 
her of such dwelling units which the Commissioner determines to be needed for 
the relocation of families to be so displaced and who would be eligible to obtain 
the benefits of the insurance authorized by this section. 

(b) The Commissioner is authorized, upon application by the mortgagee, to 
insure under this section as hereinafter provided any mortgage which is eligible 
for insurance as provided herein and, upon such terms and conditions as the 
Commissioner may prescribe, to make commitments for the insurance of such 
mortgages prior to the date of their execution or disbursement thereon. 

(c) As used in this section, the terms “mortgage”, “first mortgage’, “mort- 
gagee”’, “mortgagor”, “maturity date” and “State” shall have the same meaning 
as in section 201 of this Act. 

(d) To be eligible for insurance under this section, a mortgage shall— 

(1) have been made to and be held by a mortgagee approved by the Com- 
missioner as responsible and able to service the mortgage properly ; 

(2) involve a principal obligation (including such initial service charges, 
appraisal, inspection, and other fees as the Commissioner shall approve) 
in an amount not to exceed $7,000, and not to exceed 100 per centum of the 
appraised value (as of the date the mortgage is accepted for insurance) of a 
property, upon which there is located a dwelling designed principally for 
a single-family residence: Provided, That the mortgagor shall be the owner 
and occupant of the property at the time of the insurance and shall have 
paid on account of the property at least $200 (which amount may include 
amounts to cover settlement costs and initial payments for tarves, hazard 
insurance, mortgage insurance premium, and other prepaid expenses): 
Provided further, That nothing contained herein shall preclude the Com- 
missioner from issuing a commitment to insure and insuring a mortgage 
pursuant thereto where the mortgagor is not the owner and occupant and 
the property is to be built for sale and the insured mortgage financing is 
required to facilitate the construction of the dwelling and provide financ- 
ing pending the subsequent sale thereof to a qualified owner-occupant, and 
in such instances the mortgage shall not exceed 85 per centum of the ap- 
praised value; or 

(3) if executed by a mortgagor which is a nonprofit corporation or asso- 
ciation or other acceptable nonprofit organization, regulated or supe rvised 
under Federal or State laws or by political subdivisions of State or agencies 
thereof, as to rents, charges, and method of operation, in such form and in 
such manner as, in the opinion of the Commissioner, will effectuate the pur- 
poses of this section, the mortgage may involve a principal obligation not 
in excess of $5,000,000; and not in excess of $7,000 per family unit for such 
part of such property or project as may be attributable to dwelling use, and 
not in excess of 100 per centum of the Commissioner's estimate of the value 
of the property or project when repaired and rehabilitated for use as rental 
accommodations for ten or more families eligible for occupancy as provided 
in this section; and 

(4) provide for complete amortization by periodic payments within such 
terms as the Commissioner may prescribe, but not to exceed forty years 
from the date of insurance of the mortgage: bear interest (exclusive of pre- 
mium charges for insurance and service charge, if any) at not to exceed 5 
per centum per annum on the amount of the principal obligation outstand 
ing at any time, or not to exceed such per centum per annum not in excess 
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of 6 per centum as the Commissioner finds necessary to meet the mortgang: 
market; and contain such terms and provisions with respect to the appli- 
cation of the mortgagor’s periodic payment to amortization of the principal 
of the mortgage, insurance, repairs, alterations, payment of taxes, default 
reserves, delinquency charges, foreclosure proceedings, anticipation of ma- 
turity, additional and secondary liens, and other matters as the Comm 
sioner may in his discretion prescribe. 

(e) The Commissioner may at any time, under such terms and conditions 
he may prescribe, consent to the release of the mortgagor from his liability unde) 
the mortgage or the credit instrument secured thereby, or consent to the releas 
of parts of the mortgaged property from the lien of the mortgage. 

(f) The property or project shall comply with such standards and conditions 
as the Commissioner may prescribe to establish the acceptability of such propert 
for mor tgage insuranc er. 

(g) The mortgagee shall be entitled to receive the benefits of the insurance 
as hereinafter provided— 

(1) as to mortgages meeting the requirements of paragraph (2) of sul 
section (d) of this section, as provided in section 204 (a) of this Act with 
respect to mortgages insured under section 203; and the provisions of sub- 
sections (b), (ec), (ad), (e), (f), (yg), and (h) of section 204 of this Act 
shall be applicabie to such mortgages insured under this section, except that 
all references therein to the Mutual Mortgage Insurance Fund or the Fund 
shall be construed to refer to the Section 221 Housing Insurance Fund and 
all references therein to section 203 shall be construed to refer to this 
section; or 

(2) as to mortgages meeting the requirements of paragraph (38) of sub 
section (d) of this section, as provided in section 207 (9) of this Act with 
respect to mortgages insured under said section 207, and the provisions of 
subsections (h), (i), (7). (kh), and (1) of section 207 of this Act shall? 
applicable to such mortgages insured under this section, and all referen 
therein to the Housing Insurance Fund or the Housing Fund shall by 
construed to refer to the Section 221, Housing Insurance Fund; or 

(3) in the event any mortgage insured under this section is not in de 
fault at the expiration of twenty years from the date the mortgage was 
endorsed for insurance, the mortgagee shall, within a period thereafter to 
be determined by the Commissioner, have the option to assign, transfer, 
and deliver to the Commissioner the original credit instrument and th 
mortgage securing the same and receive the benefits of the insurance as 
hereinafter provided in this paragraph, upon compliance with such ré 
quirements and conditions as to the validity of the mortgage as a first lier 
and such other matters as may be prescribed by the Commissioner at the 
time the loan is endorsed for insurance. Upon such assignment, transfer, 
and delivery the obligation of the mortgagee to pay the premium charges 
for insurance shall cease, and the Commissioner shall, subject to the cash 
adjustment provided herein, issue to the mortgagee debentures having a 
total face value equal to the amount of the original principal obligation of 
the mortgage which was unpaid on the date of the assignment, plus accrued 
interest to such date, Debentures issued pursuant to this paragraph (3) 
shall be issued in the same manner and subject to the same terms and 
conditions as debentures issued under paragraph (1) of this subsection, 
except that the debentures issued pursuant to this paragraph (3) shall be 
dated as of the date the mortgage is assigned to the Commissioner, and 
shall bear interest from such date at the going Federal rate determined 
at the time of issuance. The term “going Federal rate” as used herei 
means the annual rate of interest which the Secre tary of the Treasury 
shall specify as applicable to the six-month period (consisting of January 
through June or July through December) which includes the issuance date 
of such debentures, which applicable rate for each such sixv-month period 
shall be determined by the Secretary of the Treasury by estimating the 
average yield to maturity, on the basis of daily closing market bid quota 
tions or prices during the month of May or the month of November, as the 
case may be, next preceding such six-month period, on all outstanding 
marketable obligations of the United States having «@-=aaturity date of 
eight to twelve years from the first day of such month of May or November, 
and by adjusting such estimated average annual yield to the nearest one- 
eighth of 1 per centum. The Commissioner shall have the same authority 
with respect to mortgages assigned to him under this paragraph as con- 
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tained in section 207 (kK) and section 207 (1) as to mortgages insured by 
the Commissioner and assigned to him under section 207 of this Act 

(h) There is hereby created a Section 221 Housing Insurance Fund which 
shall be used by the Commissioner as a revolving fund for carrying out the 
provisions of this section, and the Commissioner is hereby authorized to transfer 
to such Fund the sum of $1,000,000 from the War Housing Insurance Fund 
established pursuant to the provisions of section 602 of this Aet General ex- 
penses of operation of the Federal Housing Administration under this section 
may be charged to the Section 221 Housing Insurance Fund. 

Voneys in the Section 221 Housing Insurance Fund not needed for the current 
operations of the Federal Housing Administration under this section shall be 
deposited with the Treasurer of the United States to the credit of such fund, 
or invested in bonds or other obligations of, or in bonds or other obligations 
guaranteed as to principal and interest by, the United States. The Commis- 
sioner may, with the approval of the Secretary of the Treasury, purchase in the 
open market debentures issued under the provisions of this section Such pur- 
chases shall be made at a price which will provide an investment yield of not 
less than the yield obtainable from other investments authorized by this 
Debentures so purchased shall be canceled and not reissued. 

Premium charges, adjusted premium charges, and appraisal and other fees 
received on account of the insurance of any mortgaye accepted for 


section. 


wmsurance 
under this section, the rece ipts derived from the property covered by such mort- 


gage and claims assigned to the Conumissioner in connection therewith shall be 
credited to the Section 221 Housing Insurance Fund The principal of, and 
interest paid and to be paid on debentures issued under this section, cash adjust- 

ents, and expenses incurred in the handling, management, renovation, and 


d sposal of properties acquire d under this section shall be charged to such Fund 


WVISCELLANEOUS HOUSING INSURANCI 


Sec. 222. (a) Notwithstanding any of the provisions of this title, and without 


regard to limitations upon eligibility contained in section 203 or section 207, the 
Commissioner is authorized, upon application by the mortgagee, to insure or 
make commitments to insure under section 203 or section 207 of this title any 
mortgage 
(1) executed in connection with the sale by the Government, or any 
agency or official thereof, of any housing acquired or constructed under 
Public Law 849, Seventy-sirth Congress, as amended; Public Law 781, Sevr- 
enty-siath Congress, as amended; or Public Laws 9, 73, or 353, Seventy 
seventh Congress, as amended (including any property acquired, held, or 
constructed in connection with such housing or to serve the inhabitants 
thereof); or 
(2) erecuted in connection with the sale by the Public Housing Adminis 
tration, or by any public housing agency with the approval of the said 
Administration, of any housing (including any property acquired, held, or 
constructed in connection with such housing or to serve the inhabitants 
thereof) owned or financially assisted pursuant to the provisions of Public 
Law 671, Seventy-sixth Congress ; or 
(3) executed in connection with the sale by the Government, or any 
agency or official thereof, of any of the so-called Greenbelt towns, or parts 
thereof, including projects, or parts thereof, known as Greenlills, Ohio; 
Greenbelt, Maryland ; and Greendale, Wisconsin, developed under the Emer- 
gency Relief Appropriation Act of 1935, or of any of the village properties 
under the jurisdiction of the Tennessee Valley Authority: or 
(4) executed in connection with the sale by a State or municipality, or 
an agency, instrumentality, or political subdivision of either, of 


a project 
consisting of any permanent housing (including any property acquired, held, 
or constructed in connection therewith or to serve the inhabitants thereof), 
constructed by or on behalf of such State, municipality, agency, instru 
mentality, or political subdivision, for the occupancy of veterans of World 
War II, or Korean veterans, their families, and others: or 

(5) executed in connection with the first resale, within two years from 
the date of its acquisition from the Government, of any portion of a project 
Or property of the character described in paragraphs (1), (2), and (3) 
above; or 

(6) given to refinance an existing mortgage insured under section 608 of 
title VI prior to the effective date of the Housing Act of 1954 or under 
section 903 or section 908 of title IX: Provided, That the principal amount 
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of any such refinancing mortgage shall not exceed the original principal 
amount or the uneawpired term of such existing mortgage and shall bear 
interest at a rate not in excess of the maximum rate applicable to loans 
insured under section 203 or section 207, as ths case may be, except that 
in any case involving the refinancing of a loan insured under section 608 or 
908 in which the Commissioner determines that the insurance of a mort- 
gage for an additional term will inure to the benefit of the applicabl 
insurance fund, taking into consideration the outstanding insurance liability 
under the existing insured mortgage, such refinancing mortgage may have 
a term not more than twelve years in ercess of the unexpired term of such 
evisting insured mortgage: Provided, That a mortgage of the characte 
described in paragraphs (1), (2), (3), (4), or (5) shall have a maturity 
satisfactory to the Commissioner, but not to exceed the marimum term 
applicable to loans insured under section 203 or section 207, as the case may 
be, and shall involve a principal obligation (including such initial service 
charges, appraisals, inspection, and other fees as the Commissioner shall 
approve) in an amount not exceeding 90 per centum of the appraised value 
of the mortgaged property, as determined by the Commissioner, and bear 
interest (exclusive of premium charges and service charges, if any) at not 
to exceed the maximum rate applicable to loans insured under section 203 
or section 207, as the case may be. 

(b) The Commissioner shall also have authority to insure under this title 
any mortgage assigned to him in connection with payment under a contract of 
mortgage insurence or executed in connection with the sale by him of any prop- 
erty acquired under title I, title II, title VI, title VIII, or title IX without regard 
to any limitation upon eligibility contained in this title I. 


INTEREST RATES AND MORTGAGE TERMS 


Sec. 223. The Commissioner shall make such rules and regulations in connec 
tion with his functions under this Act as may be necessary to carry out limita- 
tions relating thereto established by the President pursuant to the authority 
vested in him by section 201 of the Housing Act of 1954. 


OPEN-END MORTGAGES 


Sec. 224. Notwithstanding any other provisions of this Act, in connection with 
any ‘mortgage insured pursuant to any section of this Act which covers a prop- 
erty upon which there is located a dwelling designed principally for residential 
use for not more than four families in the aggregate, the Commissioner is author- 
ized, upon such terms and conditions as he may prescribe, to insure under said 
section the amount of any advance for the improvement or repair of such prop- 
erty made to the mortgagor pursuant to an “open-end” provision in the mortgage, 
and to add the amount of such advance to the original principal obligation in 
determining the value of the mortgage for the purpose of computing the amounts 
of debentures and certificate of claim to which the ‘mortgagee may be entitled: 
Provided, That the Commissioner may require the payment of such charges, 
including charges in lieu of insurance premiums, as he may consider appropriate 
for the insurance of such “open-end” advances: And provided further, That the 
insurance of “open-end” advances shall not be taken into account in determining 
the aggregate amount of principal obligations of mortgages which may be insured 
under this Act. 


CTITLE ITI—FEDERAL NATIONAL MORTGAGE ASSOCIATION 


(cre ATION AND POWERS OF THE FEDERAL NATIONAL MORTGAGE ASSOCIATION 


[Sec. 301. (a) The Administrator is further authorized and empowered to 
provide for the establishment of a Federal National Mortgage Association 
(hereinafter referred to as the “Association’”) which shall be authorized, subject 
to such rules and regulations as may be prescribed by the Association— 

[(1) to purchase, service, or sell any mortgages, which are insured under 
this Act, as amended, or insured or guaranteed under the Servicemen’s Re- 
adjustment Act of 1944, as amended : Provided, That no such mortgage, except 
defense or disaster mortgages as defined in subparagraph (G) hereof, shall 
be purchased by the Association unless insured or guaranteed after February 
29, 1952, or purchased pursuant to a commitment made by the Association: 
And provided further, That— 
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(A) no mortgage shall be offered to the Association for purchase by, 
or if it covers property held by, Federal, State, or municipal instru- 
mentalities ; 

[(B) no mortgage may be purchased for an amount exceeding the un- 
paid principal balance thereof, plus accrued interest, at the time of 
purchase ; 

£(C) no mortgage shall be offered to the Association for purchase if 
the original principal obligation of the loan exceeds or exceeded $10,000 
for each family residence or dwelling unit covered by the mortgage or 
other lien securing the loan; 

{(D) no mortgage shall be offered to the Association for purchase 
unless offered by the original mortgagee prior to any other sale thereof; 

({(E) no mortgage shall be offered to the Association for purchase 
by any one mortgagee (1) unless such mortgage is secured by property 
used, or designed to be used, for residential purposes and (2) if the 
principal amount to be paid therefor, when added to the aggregate 
principal amount paid for all mortgages purchased by the Association 
from such mortgagee after February 29, 1952, pursuant to the authority 
contained herein, exceeds 50 per centum of the original principal 
amount of all mortgage loans made by such mortgagee that are insured 
or guaranteed after February 29, 1952, which, except for this subpara- 
graph (E), meet the requirements of this section: Provided, That the 
foregoing clause (2) shall not apply to (nor shall any terms therein 
include) any defense or disaster mortgages as defined in subparagraph 
(G) : Provided further, That, in lieu of or in conjunction with the other 
requirements with respect to mortgages covered by the aforesaid clause 
(2), and also with respect to any defense or disaster mortgages as 
defined in subparagraph (G), the Association may (in the discretion 
of its Board of Directors, and notwithstanding the provisions of sub- 
paragraph (G)) issue a purchase contract (which shall not be assignable 
or transferable except with the consent of the Association) in an amount 
not exceeding the amount of the sale of mortgages purchased from 
the Association, entitling the holder thereof to sell to the Association 
mortgages in the amount of the contract, upon such terms and conditions 
as the Association may prescribe: And provided further, That the 
authority of the Association to issue purchase contracts hereunder 
shall expire July 1, 1954, and the aggregate amount of such purchase 
contracts issued shall not exceed $500,000,000 ; and 

C(F) no loan guaranteed under section 501 or section 502 of the 
Servicemen’s Readjustment Act of 1944, as amended, which is made to 
finance all or part of the purchase price or construction cost of a dwell- 
ing, shall be purchased by the Association (except pursuant to a commit- 
ment made or issued prior to the effective date of this paragraph) unless 
the Administrator of Veterans’ Affairs certifies that such dwelling 
conforms with minimum construction requirements prescribed by him: 
Provided, That this clause (4) shall become effective ninety days after 
the date of enactment of the Housing Act of 1950. 

[(G) The Association after the effective date of this subparagraph 
may contract to purchase only those eligible mortgages which are 
guaranteed or insured at the time of the contract: Provided, That this 
subparagraph shall not apply to (i) commitments made pursuant to 
Public Law 243, Eighty-second Congress, or (ii) commitments made by 
the Association on or after September 1, 1951, and prior to July 1, 1954, 
which do not exceed $1,152,000,000 outstanding at any one time, if such 
commitments of the Association relate to defense or disaster mortgages. 
As used in this title III, “defense or disaster mortgages” means mort- 
gages (1) covering defense housing programmed by the Housing and 
Home Finance Administrator in an area determined by the President or 
his designee to be a critical defense housing area, or (2) with respect 
to which the Federal Housing Commissioner has issued a commitment 
to insure pursuant to title VIII of this Act, as amended, or (3) covering 
housing intended to be made available primarily for families who are 
victims of a catastrophe which the President has determined to be a 
major disaster. 

{(2) to borrow money for any of the foregoing purposes through the is- 


suance of notes or other such obligations as hereinafter provided. 
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{(b) The Federal National Mortgage Association, a subsidiary of the Re 
construction Finance Corporation and established pursuant to the provisions of 
this title as in effect prior to June 1, 1948, shall be the Association referred to 
in subsection (a) of this section. The Board of Directors of the Association 
shall consist of not less than five persons to be appointed by the Chairman of 
the Board of Directors of the Reconstruction Finance Corporation, or the Act 
ing Chairman in the case of a vacancy in the office of Chairman, from the 
Directors, officers, or employees of such Corporation and the officers shall be 
appointed by the Board of Directors from the Directors, officers, or employees 
of the Reconstruction Finance Corporation. 

{(c) The Association created under this section shall have succession from 
the date of its organization unless it is dissolved by order of the Administrator 
as hereinafter provided, or by Act of Congress, and shall have power 

(1) to adopt and use a corporate seal; 

[(2) to make contracts; 

((3) to sue and be sued; complain and defend, in any court of law or 
equity, State or Federal; 

[(4) to conduct its business in any State of the United States, or in 
the District of Columbia, Guam, Alaska, Hawaii, Puerto Rico, or the Virgin 
Islands, and to have one or more offices in such State, or in the District of 
Columbia, Guam, Alaska, Hawaii, or Puerto Rico, one of which offices shall 
be designated at the time of organization as its principal office; 

(5) to do all things as are necessary or incidental to the proper man 
agement of its affairs and the proper conduct of its business. 

((d) The Association may have a capital stock of not to exceed $20,000,000 
and paid-in surplus of $1,000,000 subscribed by the Reconstruction Finance 
Corporation. 

[(e) The Association, for the purpose of all actions by or against it, real, 
personal, or mixed, and all suits in equity, shall be deemed a citizen of the 
place in which its principal office is located. 

£(f) No individual, association, partnership, or corporation, except the Asso- 
ciation organized under this section, shall hereafter use the words “Federal 
National Mortgage Association” or any combination of such words, as the name 
or a part thereof under which he or it shall do business. Every individual, 
partnership, association, or corporation violating this prohibition shall be guilty 
of a misdemeanor and shall be punished by a fine of not exceeding $100 or im- 
prisonment not exceeding thirty days, or both, for each day during which such 
violation is committee or repeated. 'The provisions of section 5243 of the Revised 
Statutes shall not apply to the Association created under this title. 


[LorLiGATIons 


[Sec. 302. The total amount of investments, loans, purchases, and commitments 
made by the Association shall not exceed $3,650,000,000 outstanding at any one 
time. The Association is authorized to issue and have outstanding at any one 
time notes and other obligations in an aggregate amount sufficient to enable it 
to carry out its functions under this Act or any other provision of law. 


(INVESTMENT OF FUNDS 


[Src. 303. Moneys of the Association not invested in mortgages or in operating 
facilities shall be kept in cash on hand or on deposit, or invested in bonds or other 
obligations of, or in bonds or other obligations guaranteed as to principal and 
interest by, the United States; except that the Assciation shall keep and maintain 
such reserves as it may deem necessary. 


Ci AXATION PROVISIONS 


[Sec. 304. The Association, including its franchise, capital, reserves, surplus, 
mortgage loans, income, and stock shall be exempt from all taxation now or here- 
after imposed by the United States, by any Territory, dependency, or possession 
thereof, or by any State, county, municipality, or local taxing authority, except 
that any real property of the Association shall be subject to State, Territorial, 
county, municipal, or local taxation to the same extent according to its value 
as other real property is taxed. 
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[MANAGEMENT OF ACQUIRED PROPERTIES 


[Sec. 305. The Association shall have power to deal with, rent, renovate, mod- 
ernize, or sell for cash or credit, or otherwise dispose of, with a view to assuring 
a maximum financial return to the Association, any property acquired by it asa 
result of foreclosure proceedings or otherwise. 


[LIQUIDATION 


[Sec. 306. The Administrator shall have power to terminate the existence 
of the Association and order its liquidation and the winding up of its affairs 
whenever the Administrator determines, in his judgment, that the need therefor 
no longer exists. The Association shall make a report of its activities to the 
Administrator in January and July of each year for the preceding six months’ 
period, which report shall be transmitted to the Congress, together with the 
Administrator’s recommendation thereon.] 


TITLE III—FEDERAL NATIONAL MORTGAGE ASSOCIATION 
PURPOSES 


Sec. 801. The Congress hereby declares that the purposes of this title are to 
establish in the Federal Government a scondary market facility for home mort- 
gages, to provide that the operations of such facility shall be financed by private 
capital to the maximum extent feasible, and to authorize such facility to 

(a) provide supplementary assistance to the secondary market for home 
mortgages by providing a degree of liquidity for mortgage investments, 
thereby improving the distribution of investment capital available for home 
mortgage financing; 

(b) provide special assistance (when, and to the extent that, the President 
has determined that it is in the public interest) for the financing of (1) 
selected types of home mortgages (pending the establishment of their mar- 
ketability) originated under special housing programs designed to provide 
housing of acceptable standards at full economic costs for segments of the 
national population which are unable to obtain adequate housing under 
established home financing programs, and (2) home mortgages generally as 
a means of retarding or stopping a decline in mortgage lending and home 
building activities which threatens materially the stability of a high level 
national economy; and 

(c) manage and liquidate the existing mortgage portfolio of the Federal 
National Mortgage Association in an orderly manner, with @ minimum of 
adverse effect upon the home mortgage market and minimum loss to the 
Federal Government. 

CREATION OF ASSOCIATION 


Sec, 302. (a) There is hereby created a body corporate to be known as the 
“Federal National Mortgage Association” (hereinafter referred to as the “Asso- 
ciation”), which shall be a constituent agency of the Housing and Home Finance 
fgency. The Association shall have succession until dissolved by Act of Con- 
gress. It shall maintain its principal office in the District of Columbia and shall 
be deemed, for purposes of venue in civil actions, to be a resident thereof. 
Agencies or offices may be established by the Association in such other place or 
places as it may deem necessary or appropriate in the conduct of its business. 

(b) For the purposes set forth in section 301 and subject to the limitations 
and restrictions of this title, the Association is authorized to make commitments 
to purchase and to purchase, service, or sell, any residential or home mortgages 
(or participations therein) which are insured under this Act, as amended, or 
which are insured or guaranteed under the Servicemen’s Readjustment Act of 
1944, as amended: Provided, That (1) no mortgage may be purchased at a price 
exceeding 100 per centum. of the unpaid principal amount thereof at the time of 
purchase, with adjustments for interest and any comparable items; and (2) the 
Association may not purchase any mortgage if (i) it is offered by, or covers 
property held by, a Federal, State, territorial, or municipal instrumentality or 
(ii) the original principal obligation thereof exceeds or exceeded $12,500 for each 
family residence or dwelling unit covered by the mortgage. 
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CAPITALIZATION 


Sec. 303. (a) The Association shall have nonvoting capital stock, to which th, 
Secretary of the Treasury initially shall subscribe as provided in subsections 
(d) and (e) of this section. The stock of the Association shall have a par valu 
of $100 per share, and shall not be transferable except on the books of the Asso 
ation. At the option of the Association such stock shall be retirable at par vaiue 
at any time, except that retirements of stock (other than stock held by the 
Secretary of the Treasury) shall not be made if, as a consequence thereof, the 
amount remaining outstanding would be less than $100,000,000. With respect to 
such stock held by him, the Secretary of the Treasury shall be entitled to cumu 
lative dividends for each fiscal year until such stock is retired, at rates determined 
by him at the beginning of each such fiscal year, taking into consideration the 
current average interest rate on outstanding marketable obligations of the United 
States as of the last day of the preceding fiscal year. The Secretary of th 
Treasury shall permit the retirement of the stock held by him in the manner 
provided in this section. Funds of the capital surplus and the general surplus 
accounts of the Association shall be available to retire the capital stock held hy 
the Secretary of the Treasury as rapidly as the Association shall deem feasibl 

(b) The Association shall accumulate funds for its capital surplus account from 
private sources by requiring each mortgage seller to make payments of non 
refundable capital contributions equal to not less than 3 per centum of the unpaid 
principal amount of mortgages therein involved in purchases or contracts for 
purchases between such seller and the Association, or such greater percentage 
as may from time to time be determined by the Association. In addition, the 
Association may impose charges or fees for its services with the objective that 
ali costs and expenses of its operations should be within its income derived 
from such operations and that such operations should be fully self-supporting 
{ll earnings from the operations of the Association shall annually be transferred 
to its general surplus account. At any time, funds of the general surplis account 
may, in the discretion of the board of directors, be transferred to reserves. All 
dividends shall be charged against the general surplus account, This subsection 
(b) shall not apply to the special assistance functions of the Association under 
section 305 of this title or to the management and liquidating functions of th 
issociation under section 806 of this title. 

(c) Until such time as all of the stock held by the Secretary of the Treasury 
has been retired, the Association shall issue, from time to time, to each mortgage 
seller its convertible certificates (only in denominations of $100 or multiples 
thereof) evidencing any capital contributions made by such seller pursuant to 
subsection (b) of this section, which certificates shall not be transferable except 
on the books of the Association. Subject to such terms and conditions as may 
he prescribed by the board of directors, such certificates shall be convertible 
into capital stock of the Association having an equal par value, but no such 
conversion shall be permitted or made until such time as all of the outstanding 
capital stock of the Association held by the Secretary of the Treasury has been 
retired and the Secretary of the Treasury does not hold any of the obligations 
of the Association purchased under section 304 (c) of this title. After all of the 
stock held by the Secretary of the Treasury has been retired, the Association 
may effect the direct issuance of stock in lieu of and in the same manner as is 
provided in this subsection for the issuance of convertible certificates. Such 
dividends as may be declared by the board of directors in its discretion shall be 
paid by the Association to its stockholders, but in any one fiscal year the general 
surplus account of the Association shall not be reduced through the payment of 
dividends (other than to the Secretary of the Treasury) which erceed in the 
aggregate 5 per centum of the par value of the outstanding stock of the Associa- 
tion. 

(d) Within sirty days following the effective date of the Housing Act of 1954, 
as of the day following a cutoff date to be determined by the Association, the 
issociation is authorized and directed to issue and deliver to the Secretary of 
the Treasury, and the Secretary of the Treasury is authorized and directed to 
accept capital stock of the Association having an aggregate par value equal to 
the sum of (1) the amount of $21,000,000 (being the amount of the original sub 
scription for capital stock of $20,000,000 and paid-in surplus of $1,000,000 of the 
Association) and (2) an amount equal to the Association’s surplus, surplus re- 
serves, and undistributed earnings, computed as of the close of the cutoff date. 

(e) The capital stock of the Association delivered to the Secretary of the 
Treasury pursuant to subsection (d) of this section shall be in exchange for 
(1) the note or notes evidencing the aforesaid original $21,000,000 (upon which 
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the accrued interest shall have been paid through the cutoff date referred to in 
subsection (d) of this section), and (2) the release to the Association of any 
and all rights or claims which the United States might otherwise have or claim 
in and to the Association's capital, surplus, surplus reserves, and undistributed 
earnings, computed as of the close of the aforesaid cutoff date. 

(f) Notwithstanding any other provision of law, any institution, including a 
yational bank or State member bank of the Federal Reserve System, trust com- 
pany, or other banking organization, organized under any law of the United 
States, including the laws relating to the District of Columbia, shall be author- 
ized to make payments to the Association of the nonrefundable capital contri- 
butions referred to in subsection (0b) of this section, to receive stock or convertible 
certificates of the Association evidencing such capital contributions, and to hold 
or dispose of such stock or certificates, subject to the provisions of this title. 

(g) As promptly as practicable after all of the capital stock of the Association 
held by the Secretary of the Treasury has been retired, the Housing and Home 
Finance Administrator shall transmit to the President for submission to the 
Congress recommendations for such legislation as may be necessary or desirable 
to make appropriate provisions to transfer to the owners of the outstanding 
capital stock of the Association the assets and liabilities of the Association in 
connection with, and the control and management of, the secondary market 
operations of the Association under section 304 of this title in order that such 
operations may thereafter be carried out by a privately owned and privately 
financed corporation. 


SECONDARY MARKET OPERATIONS 


Sec. 304. (a) To carry out the purposes set forth in paragraph (a) of section 
301, the operations of the Association under this section shall be confined, so far 
as practicable, to mortgages which are deemed by the Association to be of such 
quality, type, and class as to mect, generally, the purchase standards imposed 
by private institutional mortgage investors. In the interest of assuring sound 
operations, the prices to be paid by the Association for mortgages purchased in 
its secondary market operations under this section, should be established, from 
time to time, at or below the market price for the particular class of mortgages 
involved, as determined by the Association. The volume of the Association’s 
purchases and sales, and the establishment of the purchase prices, sale prices, 
and charges or fees, in its secondary market operations under this section, should 
be determined by the Association from time to time, and such determinations 
should be consistent with the objectives that such purchases and sales should be 
effected only at such prices and on such terms as will reasonably prevent excessive 
use of the Association's facilities, and that the operations of the Association 
under this section should be within its income derived from such operations and 
that such operations should be fully self-supporting. 

(b) For the purposes of this section, the Association is authorized to issue, 
upon the approval of the Secretary of the Treasury, and have outstanding at 
any one time obligations in an aggregate amount sufficient to enable it to carry 
out its functions under this section, such obligations to have such maturities 
and to bear such rate or rates of interest as may be determined by the Associa- 
tion with the aproval of the Secretary of the Treasury, and to be redeemable 
at the option of the Association before maturity in such manner as may be 
stipulated in such obligations; but the aggregate amount of obligations of the 
{ssociation under this subsection outstanding at any one time shall not cxceed 
ten times the sum of its capital, capital surplus, general surplus, reserves, and 
undistributed earnings, and in no event shall any such obligations de issued if, 
at the time of such proposed issuance, and as a consequence thereof, the resulting 
aggregate amount of its oustanding obligations under this subsection would 
exceed the amount of the Association's ownership pursuant to this section, free 
from any liens or encumbrances, of cash, mortgages, and bonds or other obliga- 
tions of, or bonds or other obligations guaranteed as to principal and interest 
by, the United States. The Association shall insert appropriate language in 
all of its obligations issued under this subsection clearly indicating that such 
obligations, together with the interest thereon, are not guaranteed by the United 
States and do not constitute a debt or obligation of the United States or of any 
agency or instrumentality thereof other than the Association, The Association 
is authorized to purchase in the open market any of its obligations outstanding 
under this subsection at any time and at any price. 

(c) The Secretary of the Treasury is authorized in his discretion to purchase 
any obligations issued pursuant to subsection (b) of this section, as now or 
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hereafter in force, and for such purpose the Secretary of the Treasury is ay- 
thorized to use as a public debt transaction the proceeds of the sale of any 
securities hereafter issued under the Second Liberty Bond Act, as now or 
hereafter in force, and the purposes for which securities may be issued under 
the Second Liberty Bond Act, as now or hereafter in force, are extended to 
include such purchases. The Secretary of the Treasury shall not at any time 
purchase any obligations under this subsection if (1) all of the capital stoc} 
of the Association held by the Secretary of the Treasury has been retired, or 
(2) such purchase would increase the aggregate principal amount of his then 
outstanding holdings of such obligations under this subsection to an amount 
greater than $500,000,000 plus an amount equal to the total of such reductions 
in the maximum dollar amount prescribed by section 306 (ce) as have theretofore 
been effected pursuant to that section: Provided, That such aggregate principal 
amount under this subsection (c) shall in no event exrceed $1,000,000,000. Bach 
purchase of obligations by the Secretary of the Treasury under this subsection 
shall be upon such terms and conditions as to yield a return at a rate determined 
by the Secretary of the Treasury, taking into consideration the current average 
rate on outstanding marketable obligations of the United States as of the last 
day of the month preceding the making of such purchase. The Secretary of the 
Treasury may, at any time, sell, wpon such terms and conditions and at such 
price or prices as he shall determine, any of the obligations acquired by him 
under this subsection. All redemptions, purchases, and sales by the Secretary 
of the Treasury of such obligations under this subsection shall be treated as 
public debt transactions of the United States. 

(d) The Association may not purchase participations or make any advance 
contracts or commitments to purchase mortgages for its operations under this 
section, except that the Association may, in the discretion of its board of direc 
tors, issue a purchase contract (which shall not be assignable or transferable 
except with the consent of the Association) in an amount not exceeding the 
amount of the sale of mortgages purchased from the Association, entitling the 
holder thereof to sell to the Association mortgages in the amount of the contract, 
upon such terms and conditions as the Association may prescribe. 


SPECIAL ASSISTANCE FUNCTIONS 


Sec. 805. (a) To carry out the purposes set forth in paragraph (b) of section 
801, the President, after taking into account (1) the conditions in the building 
industry and the national economy and (2) conditions affecting the home mort- 
gage investment market, generally, or affecting various types or classifications 
of home mortgages, or both, and after determining that such action is in the 
public interest, may under this section authorize the Association, for such period 
of time and to such extent as he shall prescribe, to ewvercise its powers to make 
commitments to purchase and to purchase such types, classes, or categories of 
home mortgages (including participations therein) as he shall determine. 

(b) The operations of the Association under this section shall be confined, so 
far as practicable, to mortgages (including participations) which are deemed 
by the Association to be of such quality as to meet, substantially and generally, 
the purchase standards imposed by private institutional mortgage investors but 
which, at the time of submission of the mortgages to the Association for purchase, 
are not necessarily readily acceptable to such investors. Subject to the provi- 
sions of this section, the prices to be paid by the Association for mortgages pur- 
chased in its operations under this section shall be established from time to time 
by the Association. The Association shall impose charges or fees for its services 
under this section with the objective that all costs and expenses of its operations 
under this section should be within its income derived from such operations and 
that such operations should be fully self-supporting. 

(c) The total amount of purchases and commitments authorized by the Presi- 
dent pursuant to subsection (a) of this section shall not exceed $200,000,000 
outstanding at any one time: Provided, That, notwithstanding such limitation, 
the President pursuant to subsection (a) of this section may also authorize the 
Association to exercise its powers to enter into commitments to purchase imme- 
diate participations and to make related deferred participation agreements as 
hereinafter in this subsection provided, but only to the extent that the total 
amount of such immediate participation commitments and purchases pursuant 
thereto (but not including the amount of any related deferred participation agree- 
ments or purchases pursuant thereto) shall not in any event exceed $100,000,000 
outstanding at any one time, and any such deferred participation agreements 
shall 'be made by the Association only on the basis of a commitment by it to 
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purchase an immediate participation of a 20 per centum undivided interest in 
each mortgage and a related deferred participation agreement by the Association 
to purchase the remaining outstanding interest in such mortgage conditional 
upon the occurrence of such a default as gives rise to the right to foreclose. 

(d) The Association may issue to the Secretary of the Treasury its obligations 
in an amount outstanding at any one time sufficient to enable the Association 
to carry out its functions under this section, such obligations to mature not more 
than five years from their respective dates of issue, to be redeemable at the 
ption of the Association before maturity in such manner as may be stipulated 
n such obligations. Bach such obligation shall bear interest at a rate determined 
by the Secretary of the Treasury, taking into consideration the current average 
rate on outstanding marketable obligations of the United States as of the last 
day of the month preceding the issuance of the obligation of the Association. 
The Secretary of the Treasury is authorized to purchase any obligations of the 
issociation to be issued under this section, and for such purpose the Secretary 
of the Treasury is authorized to use as a public debt transaction the proceeds 
rom the sale of any securities issued under the Second Liberty Bond Act, as 
now or hereafter in force, and the purposes for which securities may be issued 
under the Second Liberty Bond Act, as now or hereafter in force, are extended 
to include any purchases of the Association’s obligations hereunder. 


MANAGEMENT AND LIQUIDATING FUNCTIONS 


Sec. 806. (a) To carry out the purposes set forth in paragraph (c) of section 
301, the Association is authorized and directed, as of the close of the cutoff date 
determined by the Association pursuant to section 303 (d) of this title, to es- 
iablish separate accountability for all of its assets and liabilities (exclusive of 
capital, surplus, surplus reserves, and undistributed earnings to be evidenced by 
capital stock as provided in section 303 (d) hereof, but inclusive of all rights 
and obligations under any outstanding contracts), and to maintain such sepa- 
rate accountability for the management and orderly liquidation of such assets 
and liabilities as provided in this section, 

(b) For the purposes of this section and to assure that, to the maximum extent, 
and as rapidly as possible, private financing will be substituted for Treasury bor- 
rowings otherwise required to carry mortgages held under the aforesaid sepa- 
rate accountability, the Association is authorized to issue, upon the approval of 
the Secretary of the Treasury, and have outstanding at any one time obligations 
in an aggregate amount sufficient to enable it to carry out its functions under 
this section, such obligations to have such maturities and to bear such rate or 
rates of interest as may be determined by the Association with the approval of 
the Secretary of the Treasury, and to be redeemable at the option of the Associa- 
tion before maturity in such manner as may be stipulated in such obligations; but 
in no event shall any such obligations be issued if, at the time of such proposed 
issuance, and as a consequence thereof, the resulting aggregate amount of its 
outstanding obligations under this subsection would exceed the amount of the 
Association's ownership under the aforesaid separate accountability, free from 
any liens or encumbrances, of cash, mortgages, and bonds or other obligations of, 
or bonds or other obligations guaranteed as to principal and interest by, the 
United States. The proceeds of any private financing effected under this subsec- 
tion shall be paid to the Secretary of the Treasury in reduction of the indebted- 
ness of the Association to the Secretary of the Treasury under the aforesaid 
separate accountability. The Association shall insert appropriate language in all 
of its obligations issued under this subsection clearly indicating that such 
obligations, together with the interest thereon, are not guaranteed by the 
United States and do not constitute a debt or obligation of the United States 
or of any agency or instrumentality thereof other than the Association. The As- 
sociation is authorized to purchase in the open market any of its obligations out- 
standing under this subsection at any time and at any price. 

(c) No mortgage shall be purchased by the Association in its operations under 
this section except pursuant to and in accordance with the terms of a contract 
or commitment to purchase the same made prior to the cutoff date provided 
for in section 303 (dad), which contract or commitment became a part of the 
aforesaid separate accountability, and the total amount of mortgages and com- 
mitments held by the Association under this section shall not, in any event, 
exceed $3,350,000,000: Provided, That such marimum amount shall be progres- 
sively reduced by the amount of cash realizations on account of principal of 
mortgages held under the aforesaid separate accountability and by cancellation 
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of any commitments to purchase mortgages thereunder, as reflected by the books 
of the Association, with the objective that the entire aforesaid marimum amount 
shall be eliminated with the orderly liquidation of all mortgages held under the 
aforesaid separate accountability: And provided further, That nothing in this 
subsection shall preclude the Association from granting such usual and ens- 
tomary increases in the amounts of outstanding commitments (resulting from 
increased costs or otherwise) as have theretofore been covered by like increases 
in commitments granted by the agencies of the Federal Government insuring 
or guaranteeing the mortgages. There shall be excluded from the total amounts 
set forth in this subsection and subsection (e) of this section the amounts of 
any mortgages otherwise transferred by law to the Association and held under 
the aforesaid separate accountability. 

(d) The Association may issue to the Secretary of the Treasury its obligations 
in an amount outstanding at any one time sufficient to enable the Association to 
carry out its functions under this section, such obligations to mature not more 
than five years from their respective dates of issue, to be redeemable at the op- 
tion of the Association before maturity in such manner as may be stipulated in 
such obligations. Each such obligation shall bear interest at a rate deter- 
mined by the Secretary of the Treasury, taking into consideration the current 
average rate on outstanding marketable obligations of the United States as of 
the last day of the month preceding the issuance of the obligation of the As- 
sociation. The Secretary of the Treasury is authorized to purchase any obli- 
gations of the Association to be issued under this section, and for such pur- 
pose the Secretary of the Treasury is authorized to use as a public debt trans- 
action the proceeds from the sale of any securities issued under the Second 
Liberty Bond Act, as now or hereafter in force, and the purposes for which se- 
curities may be issued under the Second Liberty Bond Act, as now or hereafter 
in force, are extended to include any purchases of the Association’s obligations 
hereunder. 

(e) Of the $3,650,000,000 total amount of investments, loans, purchases, and 
commitments heretofore authorized to be outstanding at any one time under 
this title III prior to the enactment of the Housing Act of 1954, a total of not to 
exceed $300,000,000 shall be applicable as provided in section 305 of this title, 
and a total of not to exceed $3,850,000,000 shall be applicable as provided in sub- 
section (c) of this section. 


SEPARATE ACCOUNTABILITY 


Sec. 807. The Association shall establish and at all times maintain separate 
accountability for (a) its secondary market operations authorized by section 
804 hereof, (b) its special assistance functions authorized by section 305 hereof, 
and (c) its management and liquidating functions authorized by section 306 
hereof. 

BOARD OF DIRECTORS 


Sec. 308. (a) The Association shall have a Board of Directors consisting of 
five persons, one of whom shall be the Housing and Home Finance Administrator 
as Chairman of the Board, and four of whom shall be appointed by said Ad- 
ministrator from among the officers or employees of the Association, of the 
immediate office of said Administrator, or (with the consent of the head of such 
department or agency) of any other department or agency of the Federal Gov 
ernment. The board of directors shall meet at the call of its chairman, who 
shall require it to meet not less often than once each month. Within the limi- 
tations of law, the board shall determine the general policies which shall govern 
the operations of the Association. The chairman of the board shall sclect and 
effect the appointment of qualified persons to fill the offices of president and vice 
president, and such other offices as may be provided for in the bylaws, with 
such executive functions, powers, and duties as may be prescribed by the bylaws 
or by the board of directors, and such persons shall be the executive officers 
of the Association and shall discharge all such executive functions, powers, 
and duties. The basic rate of compensation of the position of president of th: 
Association shall be the same as the basic rate of compensation established for 
the heads of the constituent agencies of the Housing and Home Finance Agency. 
The members of the board, as such, shall not receive compensation for their 
services. 

GENERAL POWERS 


Sec. 809. (a) The Association shall have power to adopt, alter, and use 
a corporate seal, which shall be judicially noticed; by its board of directors, 
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to adopt, amend, and repeal bylaws governing the performance of the powers 
and duties granted to or imposed upon it by law; to enter into and perform 
contracts, leases, cooperative agreements, or other transactions, on such terms 
as it may deem appropriate, with any agency or instrumentality of the United 
States, or with any State, territory, or possession, or with any political sub- 
division thereof, or with any person, firm, association, or corporation; to 
execute, in accordance with its bylaws, all instruments necessary or appropriate 
in the exercise of any of its pouters; in its corporate name, to swe and to be 
sued, and to complain and to defend, in any court of competent jurisdiction, State 
or Federal, but no attachment, injunction, or other similar process, mesne or 
final, shall be issued against the property of the Association or avainst the Asso- 
ciation with respect to its property; to conduct its business in any State of the 
United States, including the District of Columbia and all territories and posses- 
sions of the United States; to lease, purchase, or acquire any property, real, 
personal, or mixed, or any interest therein, to hold, rent, maintain, modernize, 
renovate, improve, use, and operate such property, and to sell, for cash or credit, 
lease, or otherwise dispose of the same, at such time and in such manner as and 
to the extent that the Assoviation may deem necessary or appropriate; to pre- 
scribe, repeal, and amend or modify, rules, regulations, or requirements governing 
the manner in which its general business may be conducted; to accept gifts or 
donations of services, or of property, real, personal, or mixed, tangible, or 
intangible, in aid of any of the purposes of the Association; and to do all things 
as are necessary or incidental to the proper management of its affairs and the 
proper conduct of its business. 

(b) Except as may be otherwise provided in this title, in the Government 
Corporation Control Act, or in other laws specifically applicable to Government 
corporations, the Association shall determine the necessity for and the character 
and amount of its obligaions and expenditures and the manner in which they 
shall be incurred, allowed, paid, and accounted for, and such determinations 
shall be final and conclusive upon all officers of the Government. 

(c) The Association, including its franchise, capital, reserves, surplus, mort- 
gages, and income shall be exempt from ail taxation now or hereafter imposed 
by the United States, by any territory, dependency, or possession thereof, or by 
any State, county, municipality, or local taxing authority, except that (1) any 
real property of the Association shall be subject to State, territorial, county, 
municipal, or local taration to the same extent according to its value as other 
real property is tared, and (2) the Association shall, with respect to its sec- 
ondary market operations under section 304 after the cutoff date referred to 
in section 308 (d) of this title, pay annually to the Secretary of the Treasury, 
for covering into miscellaneous receipts, an amount equivalent to the amount 
of Federal income tares for which it would be subject if it were not exempt 
from such taxes with respect to such secondary market operations, 

(d) The Chairman of the Board shall have power to select and appoint or 
employ such officers, attorneys, employees, and agents, to vest them with such 
powers and duties, and to fir and to cause the Association to pay such compen- 
sation to them for their services, as he may determine, subject to the civil serv- 
ice and classification laws. Bonds may be required for the faithful perform- 
ance of their duties, and the Association may pay the premiums therefor. With 
the consent of any Government corporation or Federal Reserve bank, or of any 
board, commission, independent establishment, or executive department of the 
Government, the Association may avail itself on a reimbursable basis of the 
use of information, services, facilities, officers, and employees thereof, including 
any field service thereof, in carrying out the provisions of this title. 

(e) No individual, association, partnership, or corporation, except the body 
corporate created by section 302 of this title, shall hereafter use the words 
“Federal National Mortgage Association” or any combination of such words, 
as the name or a part thereof under which he or it shall do business. Every 
individual, partnership, association, or corporation violating this prohibition 
shall be guilty of a misdemeanor and shall be punished by a fine of not erceeding 
$100 or imprisonment not exceeding thirty days, or both, for each day during 
which such violation is committed or repeated. 

(f) In order that the Association may be supplied with such forms of obliga- 
tions or certificates as it may need for issuance under this title, the Secretary 
of the Treasury is authorized, upon request of the Association, to prepare such 
forms as shall be suitable and approved by the Association, to be held in the 
Treasury subject to delivery, upon order of the Association. The engraved 
plates, dies, bed pieces, and other material executed in connection therewith shall 
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remain in the custody of the Secretary of the Treasury. 
reimburse the Secretary of the Treasury for any expenses incurred 
preparation, Custody, and delivery of such forms, 

(yg) The Federal Reserve banks are authorized and directed to act as deposi 
traies, custodians, and fiscal agents for the Association in the general perforn 
ance of its powers, and the Association shall reimburse such Federal Reser 
banks for such services in such manner as may be agreed upon. 


The Association shal) 


in the 


INVESTMENT OF FUNDS 


See. 810. Moneys of the 


issociation not invested in mortgages or in operating 
facilities shall be 


kept in cash on hand or on deposit, or invested in bonds or 
other obligations of, or in bonds or other obligations guaranteed as to principal 
and interest buy, the United States. 


OBLIGATIONS OF ASSOCIATION LEGAL INVESTMENTS 
Sec. 311. AU obligations issued by the Association shall be lawful investments, 
and may be accepted as security for all fiduciary, trust, and public funds, the in- 
vestment or deposit of which shall be under the authority and control of the 
United States or any officer or officers thereof. 


SHORT TITLI 


sec 12 This title 11lI may be referred to as the 


“Federal National Mortgage 
(ssociation Charter Act” 


* * * “ * 
Sec. 402. * * * 


(« . 8 


he 
[(4) To sue and be sued, complain and defend, in any court of law o1 
equity, State or Federal.J 


(4)To sue and be sued, complain and defend, in any court of competent 


jurisdiction in the United States or its territories or possessions, and may 
he served by serving a copy of process on any of its agents or any agent of 
the Home Loan Bank Board and mailing a copy of such process by registered 
mail to the Corporation at Washington, District of Columbia. 


* m 3 * 


* * * 
C(t) The Corporation shall make an annual report of its operations to the 
Congress as soon as practicable after the lst day of January in each year.] 
* * a % 
SEC 


* * 1 

105. (a) Each institution whose application for insurance under this title 
is approved by the Corporation shall be entitled to insurance up to the full with 
drawal or repurchasable value of the accounts of each of its members and in 
vestors (including individuals, partnerships, associations, and corporations) 
holding withdrawable or repurchasable shares, investment certificates, or deposits, 
in such institution; except that no member or investor of any such institution 
shall be insured for an aggregate amount in excess of $10,000. 

(b) In the event of a default by any insured institution, payment of each 
insured account in such insured institution which is surrendered and transferred 
to the Corporation shall be made by the Corporation as soon as possible either 
(1) by cash or (2) by making available to each insured member a transferred 
account in a new insured institution in the same community or in another insured 
institution in an amount equal to the insured account of such insured member: 
Provided, That the Corporation, in its discretion, may require proof of claims to 
be filed before paying the insured accounts, and that in any case where the 
Corporation is not satisfied as to the validity of a claim for an insured amount, 
it may require the final determination of a court of competent jurisdiction before 
paying such claim. 

(c) No action against the Corporation to enforce a claim for payment of 
insurance upon an insured account of an insured institution in default shall be 
brought after the expiration of three years from the date of default unless, within 
such three-year period, the conservator, receiver, or other legal custodian of the 
insured institution shall have recognized such insured account as a valid claim 
against the insured institution and the claim for payment of insurance shall have 
been presented to the Corporation and its validity denied, in which event the 
action may be brought within two years from the date of such denial. 
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Sec. 406. * * * 

(e) The Corporation shall make an annual report to the [Congress] Housing 
nd Home Finance Administrator of the operation by it of insured institutions in 
default, and shall keep a complete record of the administration by it of the assets 
of such insured institutions which shall be subject to inspection by any officer 
f any such insured institution or by any other interested party, and, if any such 
insured institution is operated under the laws of any State, Territory, or pos 
session of the United States, or of the District of Columbia, such annual report 
shall also be filed with the public authority which has jurisdiction over the 
insured institution. 

7 * * * * * x 


TITLE VI—WAR HOUSING INSURANCE 


* * * 7. - > o 


Sec. 612. Notwithstanding any other provision of this title, no mortgage or 
loan shall be insured under any section of this title after the effective date of 
the Housing Act of 1954 except pursuant to a coimitment to insure issued on 


or before such date. 


[TITLE VII—INSURANCE FOR INVESTMENTS IN RENTAL HOUSING 
FOR FAMILIES OF MODERATE INCOME 


(avrHoriry TO INSURE 


[Sec. 701. The purpose of this title is fo supplement the existing systems of 
mortgage insurance for rental housing under this Act by a special system of 
nsurance- designed to encourage equity investment in rental housing at rents 
within the capacity of families of moderate income. ‘To effectuate this pur 
pose, the Commissioner is authorized, upon application by the investor, to insure 
as hereinafter provided, and, prior to the execution of insurance contracts and 
upon such terms as the Commissioner shall prescribe, to make commitments 
to insure, the minimum annual amortization charge and an annual return on 

» outstanding investment of such investor in any project which is eligible for 
insurance as hereinafter provided in an amount (herein called the “insured 
annual return’) equal to such rate of return, not exceeding 2% per centum 
per annum, on such outstanding investment as shall, after consultation with 
the Secretary of the Treasury, be fixed in the insurance contract or in the com 
mitment to insure: Provided, That any insurance contract made pursuant to 
this title shall expire as of the first day of the operating year for which the 
mtstanding investment amounts to not more than 10 per centum of the estab- 
shed investment: And provided further, That the gregate amount of con- 
tingent liabilities outstanding at any one time under insurance contracts and 
commitments to insure made pursuant to this title shall not exceed $1,000,000,000. 








Levicre1iry 


[Sec. 702. (a) To be eligible for insurance under this title, a project shall 
meet the following conditions: 

£(1) The Commissioner shall be satisfied that there is, in the locality or 
metropolitan area of such project, a need for new rental dwellings at rents 
comparable to the rents proposed to be charged for the dwellings in such project. 

[(2) Such projects shall be economically sound, and the dwellings in such 
project shall be acceptable to the Commissioner as to quality, design, size, 
ind type. 

{(b) Any insurance contract executed by the Commissioner under this title 
shall be conclusive evidence of the eligibility of the project and the investor for 
such insurance, and the validity of any insurance contract so executed shall be 
neontestable in the hands of an investor from the date of the execution of 
such contract, except for fraud or misrepresentation on the part of such investor. 

C(c) After completion of the project the investor must establish in a manner 
satisfactory to the Commissioner that the project is free and clear of liens and 
that there are no other outstanding unpaid obligations contracted in connection 
With the construction of the project, except taxes and such other liens and 
obligations as may be approved or prescribed by the Commissioner. Debentures 
issued by the investor which are payable out of net income from the project and 
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from the benefits of the insurance contract shall not be construed as “unpaid 
obligations” as such term is used in this subsection. 


[ereMIuMs AND FEES 


[Sec. 703. (a) For insurance granted pursuant to this title the Commissioner 
shall fix and collect a premium charge in an amount not exceeding one-half of | 
per centum of the outstanding investment for the operating year for which such 
premium charge is payable without taking into account the excess earnings, if 
any, applied, in addition to the minimum annual amortization charge, to amorti 
zation of the outstanding investment. Such premium charge shall be payable 
annually in advance by the investor, either in cash or in debentures issued by the 
Commissioner under this title at par plus accrued interest: Provided, That if in 
any operating year the gross income shall be less than the operating expenses, the 
premium charge payable during such operating year shall be waived, but only to 
the extent of the amount of the difference between such expenses and such 
income and subject to subsequent payment out of any excess earnings as herein 
after provided. 

{(b) With respect to any project offered for insurance under this title, the 
Commissioner is authorized to charge and collect reasonable fees for examina 
tion, and for inspection during the construction of the project: Provided, Th 
such fees shall not aggregate more than one-half of 1 per centum of the estimated 


investment. 
[rents 


(Sec. 704. The Commissioner shall require that the rents for the dwellings in 
any project insured under this title shall be established in accordance with a 
rent schedule approved by the Commissioner, and that the investor shall not 
charge or collect rents for any dwellings in the project in excess of the appro 
priate rents therefor as shown in the latest rent schedule approved pursuant to 
this section. Prior to approving the initial or any subsequent rent schedule 
pursuant to this section, the Commissioner shall find that such schedule affords 
reasonable assurance that the rents to be established thereunder are (1) not 
lower than necessary, together with all other income to be derived from or in 
onnection with the project, to produce reasonably stable revenues sufficient to 
provide for the payment of the operating expenses, the minimum annual amorti- 
zation charge, and the minimum annual return; and (2) not higher than neces 
sary to meet the need for dwellings for families of moderate income. 


[excess EARNINGS 


(Sec, 705. For all of the purposes of any insurance contract made pursuant 
to this title, 50 per centum of the excess earnings, if any, for any operating 
year may be applied, in addition to the minimum annual return, to return on 
the outstanding investment but only to the extent that such application thereof 
does not result in an annual return of more than 5 per centum of the outstanding 
investment for such operating year, and the balance of any such excess earnings 
shall be applied, in addition to the minimum annual amortization charge, to 
amortization of the outstanding investment: Provided, That if in any preceding 
operating years the gross income shall have been less than the operating expenses, 
such excess earnings shall be applied to the extent necessary in whole or in 
part, first, to the reimbursement of the amount of the difference between such 
expenses (exclusive of any premium charges previously waived hereunder) and 
such income, and, second, to the payment of any premium charges previously 
waived hereunder. 

[FINANCIAL STATEMENTS 


[Sec. 706. With respect to each project insured under this title, the Commis- 
sioner shall provide that, after the close of each operating year, the investor 
shall submit to him for approval a financial and operating statement covering 
such operating year. If any such financial and operating statement shall not 
have been submitted or, for proper cause, shall not have been approved by the 
Commissioner, payment of any claim submitted by the investor may, at the option 
of the Commissioner, be withheld, in whole or in part, until such statement shall 
have been submitted and approved. 
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ray MENT OF CLAIMS 


(Sec. 707. If in any operating year the net income of a project insured under 
this title is less than the aggregate of the minimum annual amortization charge 
and the insured annual return, the Commissioner, upon submission by the investor 
of a claim for the payment of the amount of the difference between such net 
income and the aggregate of the minimum annual amortization charge and the 
insured annual return and after proof of the validity of such claim, shall pay 
to the investor, in cash from the Housing Investment Insurance Fund, the amount 
of such difference, as determined by the Commissioner, but not exceeding, in 
any event, an amount equal to the aggregate of the minimum annual amortiza- 
tion charge and the insured annual return. 

[Nothing contained in this title or any other provision of law shall be con- 
strued as preventing or restricting an investor from assigning, pledging, or 
otherwise transferring or disposing of, subject to rules and regulations of the 
Commissioner, any or all rights, claims, or other benefits under any insurance 
contract made pursuant to this title to an assignee, pledgee, or other transferee, 
including the holders (or the trustee for such holders) of any debentures issued 
by the investor in connection with the project to which such insurance contract 
relates, and the Commissioner is authorized to pay claims or issue debentures 
in accordance with the provisions of this section and section 708 of this title 
to any such assignee, pledgee, or other transferee. 


[pEsenTURES 

[Sec. 708. (a) If the aggregate of the amounts paid to the investor pursuant 
to section 707 hereof with respect to a project insured under this title shall at 
any time equal or exceed 15 per centum of the established investment, the 
Commissioner thereafter shall have the right, after written notice to the investor 
of his intentions so to do, to acquire, as of the first day of any operating year, 
such project in consideration of the issuance and delivery to the investor of 
debentures having a total face value equal to 90 per centum of the outstanding 
investment for such operating year. In any such case the investor shall be 
obligated to convey to said Commissioner title to the project which meets the 
requirements of the rules and regulations of the Commissioner in foree at the 
time the insurance contract was executed and which is evidenced in the manner 
prescribed by such rules and regulations, and, in the event that the investor 
fails so to do, said Commissioner may, at his option, terminate the insurance 
contract. 

[(b) If in any operating year the aggregate of the differences between the 
operating expenses (exclusive of any premium charges previously waived here- 
under) and the gross income for the preceding operating years, less the aggre- 
gate of any deficits in such operating expenses reimbursed from excess earnings 
as hereinbefore provided, shall at any time equal or exceed 5 per centum of the 
established investment, the investor shall thereafter have the right, after writ- 
ten notice to the Commissioner of his intention so to do, to convey to the Com- 
missoner, as of the first day of any operating year, title to the project which 
meets the requirements of the rules and regulations of the Commissioner in 
force at the time the insurance contract was executed and which is evidenced 
in the manner prescribed by such rules and regulations, and to receive from 
the Commissioner debentures having a total face value equal to 90 per centum 
of the outstanding investment for such onerating year. 

E(c) Any difference, not exceeding $50, between 90 per centum of the ont- 
standing investment for the operating year in which a project is aceuired bv 
the Commissioner pursuant to this section and the total face value of the de- 
bentures to be issued and delivered to the investor pursuant to this section 
shall be adjusted by the payment of cash by the Commissioner to the investor 
from the Housing Investment Insurance Fund. 

[(d) Upon the acquisition of a project by the Commissioner pursuant to this 
section, the insurance contract shall terminate. 

C(e) Debentures issued under this title to any investor shall be executed in 
the name of the Housing Investment Insurance Fund as obligor. shall he signed 
by the Commissioner, by either his written or engraved signature, and shal’ be 
negotiable. Such debentures shall be dated as of the first day of the operating 
year in which the project for which such debentures were issued was acquired 
by the Commissioner, shall bear interest at a rate to he determined by the Com- 
missioner, with the approval of the Secretary of the Treasury, at the time the 
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insurance contract was executed, but not to exceed 2% per centum per annum, 
payable semiannually on the Ist day of January and the Ist day of July of each 
year, and shall mature on the Ist day of July in such calendar year or years, not 
luter than the fortieth following the date of the issuance thereof. as shall be 
determined by the Commissioner and stated on the face of such debentures. 

Cif) Such debentures shall be in such form and in such denominations in multi- 
ples of $50, shall be subject to such terms and conditions, and may include such 
provisions for redemption as shall be prescribed by the Commissioner, with the 
approval of the Secretary of the Treasury, and may be issued in either coupon or 
registered form. 

((g) Such debentures shall be exempt, both as to principal and interest, from 
all taxation (except surtaxes, estate, inheritance, and gift taxes) now or here- 
after imposed by any Territory, dependency, or possession of the United States, 
or by the District of Columbia, or by any State, county, municipality, or loca! 
taxing authority, shall be payable out of the Housing Investment Insurance 
Fund, which shall be primarily liable therefor, and shall be fully and uncondi- 
tionally guaranteed, as to both the principal thereof and the interest thereon, 
by the United States, and such guaranty shall be expressed on the face thereof. 
In the event that the Housing Investment Insurance Fund fails to pay upon de- 
mand, when due, the principal of or the interest on any debentures so guaran- 
teed, the Secretary of the Treasury shall pay to the holders the amount thereof, 
which is hereby authorized to be appropriated, out of any money in the Treas- 
ury not otherwise appropriated, and thereupon, to the extent of the amount so 
paid, the Secretary of the Treasury shall succeed to all the rights of the holders 
of such debentures. 

{(h) Notwithstanding any other provisions of law relating to the acquisition, 
handling, or disposal of real and other property by the United States, the Com- 
missioner shall have power, for the protection of the Housing Investment 
Insurance Fund, to pay out of said Fund all expenses or charges in connection 
with, and to deal with, complete, reconstruct, rent, renovate, modernize, insure, 
make contracts for the management of, or establish suitable agencies for the 
management of, or sell for cash or credit or lease in his discretion, in whole or 
in part, any project acquired pursuant to this title; and, notwithstanding any 
other provisions of law, the Commissioner shall also have power to pursue to 
final collection by way of compromise or otherwise all claims acquired by, or 
assigned or transferred to, him in connection with the acquisition or disposal of 
any project pursuant to this title: Provided, That section 3709 of the Revised 
Statutes shall not be construed to apply to any contract for hazard insurance, 
or to any purchase or contract for services or supplies on account of any project 
acquired pursuant to this title if the amount of such purchase or contract does 
not exceed $1,000. 

[TERMINATION 


(Sec. 709. The investor, after written notice to the Commissioner of his in- 
tention so to do, may terminate, as of the close of any operating year, any insur- 
ance contract made pursuant to this title. The Commissioner shall prescribe 
the events and conditions under which said Commissioner shall have the option 
to terminate any insurance contract made pursuant to this title, and the events 
and conditions under which said Commissioner may reinstate any insurance 
contract terminated pursuant to this section or section 708 (a). If any insur- 
ance contract is terminated pursuant to this section, the Commissioner may 
require the investor to pay an adjusted premium charge in such amount as the 
Commissioner determines to be equitable, but not in excess of the aggregate 
amount of the premium charges which such investor otherwise would have been 
required to pay if such insurance contract had not been so terminated. 


[INSURANCE FUND 


(Sec. 710. There is hereby created a Housing Investment Insurance Fund which 
shall be used by the Commissioner as a revolving fund for carrying out the }ro- 
visions of this title and for administrative expenses in connection therewith. For 
this purpose, the Secretary of the Treasury shall make available to the Com- 
missioner such funds as the Commissioner shall deem necessary, but not to 
exceed $10,000,000, which amount is hereby authorized to be appropriated, out 
of any money in the Treasury not otherwise appropriated. Premium charges, 
adjusted premium charges, inspection and other fees, service charges, and 
any other income received by the Commissioner under this title, together with 
all earnings on the assets of such Housing Investment Insurance Fund, shall 
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be credited to said Fund. All payments made pursuant to claims of investors 
with respect to projects insured under this title, cash adjustments, the principal 
of an interest on debentures issued under this title, expenses incurred in con- 
nection with or as a consequence of the acquisition and disposal of projects 
acquired under this title; and all administrative expenses in connection with 
this title, shall be paid from said Fund. The faith of the United States is 
solemnly pledged to the payment of all approved claims of investors with respect 
to projects insured under this title, and, in the event said Fund fails to make 
any such payment when due, the Secretary of the Treasury shall pay to the 
investor the amount thereof, which is hereby authorized to be appropriated, 
out of any money in the Treasury not otherwise appropriated. Moneys in the 
Housing Investment Insurance Fund not needed for current operations under 
this title shall be deposited with the Treasurer of the United States to the credit 
of said Fund or invested in honds or other obligations of, or in bonds or other 
obligations guaranteed by, the United States. The Commissioner may, with 
the approval of the Secretary of the Treasury, purchase in the open market 
debentures issued under this title. Such purchases shall be made at a price 
which will provide an investment yield of not less than the yield obtainable 
from other investments authorized by this section. Debentures so purchased 
shall be canceled and not reissued. 


(TAXATION PROVISIONS 


(Sec. 711. Nothing in this title shall be construed to exempt any real property 
acquired and held by the Commissioner under this title from taxation by any 
State or political subdivision thereof, to the same extent, according to its value, 
as other real property is taxed. 


[RULES AND REGULATIONS 


([Sec. 712. The Commissioners may make such rules and regulations as may be 
necessary or desirable to carry out the provisions of this title, including, without 
limiting the foregoing, rules and regulaitons relating to the maintenance by the 
investor of books, records, and accounts with respect to the project and the 
examination of such books, reeords, and accounts by representatives of the 
Commsisioner ; the submission of financial and operating statements and the ap- 
proval thereof; the submission of claims for payments under insurance contracts, 
the proof of the validity of such claims, and the payment or disallowance thereof ; 
the increase of the established investment if the investor shall make capital im- 
provements or additions to the project ; the decrease of the established investment 
if the investor shall sell part of the project; and the reduction of the outstanding 
investment for the appropriate operating year or operating years pending the 
restoration of dwelling or nondwelling facilities damaged by fire or other casualty. 
With respect to any investor which is subject to supervision or regulation by a 
State banking, insurance, or other State department or agency, the Conimissioner 
may, in carrying out any of his supervisory and regulatory functions with re- 
spect to projects insured under this title, utilize, contract with, and act through, 
such department or agency and without regard to section 3709 of the Revised 
Statutes, 

([bEFINITIONS 


[Sec, 713. The following terms shall have the meanings, respectively, ascribed 
to them below, and, unless the context clearly indicates otherwise, shall include 
the plural as well as the singular number: 

[C(a) “Investor” shall mean (1) any natural person; (2) any group of not 
more than ten natural persons: (3) any corporation, company, association, 
trust, or other legal entity; or (4) any combination of two or more corporations, 
companies, associations, trusts, or other legal entities, having all the powers 
necessary to comply with the requirements of this title, which the Commissioner 
(i) shall find to be qualified by business experience and facilities, to afford as- 
surance of the necessary continuity of long-term investment, and to have avail- 
able the necessary capital required for long-term investment in the project, and 
(ii) shall approve as eligible for insurance under this title. 

[(b) “Project” shall mean a project (including all property, real and personal, 
contracts, rights, and choses in action acquired, owned, or held by the investor 
in connection therewith) of an investor designed and used primrily for the 
purpose of providing dwellings the occupancy of which is permitted by the 
investor in consideration of agreed charges: Provided, That nothing in this 
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title shall be construed as prohibiting the inclusion in a project of such stores, 
offices, or other commercial facilities, recreational or community facilities, or 
other nondwelling facilities as the Commissioner shall determine to be necessary 
or desirable appurtenances to such project. 

{(c) “Estimated investment” shall mean the estimated cost of the develop- 
ment of the project, as stated in the application submitted to the Commissioner 
for insurance under this title. 

{(d) “Established investment” shall mean the amount of the reasonable 
costs, as approved by the Commissioner, incurred by the investor in, and neces- 
sary for, carrying out all works and undertakings for the development of a 
project and shall include the premium charge for the first operating year and 
the cost of all necessary surveys, plans and specifications, architectural, engi- 
neering, or other special services, land acquisition, site preparation, construc- 
tion, and equipment; a reasonable return on the funds of the investor paid out 
in the course of the development of the project, up to and including the initial 
occupancy date; necessary expenses in connection with the initial oecupancy 
of the project: and the cost of such other items as the Commissioner shall 
determine to be necessary for the development of the project, (1) less the 
amount by which the rents and revenues derived from the project up to and 
including the initial occupancy date exceeded the reasonable and proper expenses, 
as approved by the Commissioner, incurred by the investor in, and necessary for, 
operating and maintaining said project up to and including the initial occupancy 
date, or (2) plus the amount by which such expenses exceeded such rents and 
revenues. as the case may be. 

{(e) “Physical completion date” shall mean the last day of the calendar month 
in which the Commissioner determines that the construction of the project is 
substantially completed and substantially all of the dwellings therein are avail- 
able for occupancy. 

C(t) “Initial occupancy date” shall mean the last day of the calendar month 
in which 90 per centum in number of the dwellings in the project on the physi- 
cal completion date shall have been occupied, but shall in no event be later than 
the last day of the sixth calendar month next following the physical completion 
date. 

C(z) “Operating year” shall mean the period of twelve consecutive calendar 
months next following the initial occupancy date and each succeeding period of 
twelve consecutive calendar months, and the period of the first twelve consecutive 
calendar months next following the initial occupancy date shall be the first 
operating year. 

C(h) “Gross income” for any operating year shall mean the total rents and 
revenues and other income derived from, or in connection with, the project dur- 
ing such operating year. 

C(i) “Operating expenses” for any operating year shall mean the amounts, as 
approved by the Commissioner, necessary to meet the reasonable and proper 
costs of, and to provide for, operating and maintaining the project, and to estab- 
lish and maintain reasonable and proper reserves for repairs, maintenance, and 
replacements, and other necessary reserves during such operating year, and shall 
include necessary expenses for real estate taxes, special assessment, premium 
charges made pursuant to this title, administrative expenses, the annual rental 
under any lease pursuant to which the real property comprising the site of the 
project is held by the investor, and insurance charges, together with such other 
expenses as the Commissioner shall determine to be necessary for the proper 
operation and maintenance of the project, but shall not include income taxes. 

(ji) “Net income” for any operating year shall mean gross income remaining 
after the payment of the operating expenses. 

C(k) “Minimum annual amortization charge” shall mean an amount equal to 
2 per centum of the established investment, except that, in the case of a project 
where the real property comprising the site thereof is held by the investor under a 
lease, if (notwithstanding the proviso of section 703 (a) hereof) the gross income 
for any operating year shall be less than the amount required to pay the operating 
expenses (including the annual rental under such lease), the minimum annual 
amortization charge for such operating year shall mean an amount equal to 2 
per centum of the established investment plus the amount of the annual rental 
under such lease to the extent that the same is not paid from the gross income. 

(1) “Annual return” for any operating year shall mean the net income remain- 
ing after the payment of the minimum annual amortization charge. 

{(m) “Insured annual return” shall have the meaning ascribed to it in section 
701 hereof. 














HOUSING ACT OF 1954 97 


{(n) “Minimum annual return” for any operating year shall mean an amount 
equal to 3% per centum of the outstanding investment for such operating year 
or such lesser amount as shall be agreed upon by the investor and the 
Commissioner. 

[(o) “Excess earnings” for any operating year shall mean the net income 
derived from a project in excess of the minimum annual amortization charge 
and the minimum annual return and income taxes. 

C(p) “Outstanding investment” for any operating year shall mean the estab- 
lished investment, less an amount equal to (1) the aggregate of the minimum 
annual amortization charge for each preceding operating year, plus (2) the 
aggregate of the excess earnings, if any, during each preceding operating year 
applied, in addition to the minimum annual amortization charge, to amortization 
in accordance with the provisions of section 705 hereof.] 


TITLE VIII—MILITARY HOUSING INSURANCE 
+o * a * * > * 

Sec, 803. (a) In order to assist in relieving the acute shortage of housing which 
now exists at or in areas adjacent to military installations because of uncer- 
tainty as to the permanency of such installations and to increase the supply of 
reutal housing accommodations available to military and civilian personnel at 
such installations, the Commissioner is authorized, upon application of the mort- 
gagee, to insure mortgages (including advances on such mortgages during con- 
struction) which are eligible for insurance as hereinafter provided, and, upon 
such terms as the Commissioner may prescribe, to make commitments for so 
insuring such mortgages prior to the date of their execution or disbursement 
thereon: Provided, That the aggregate amount of principal obligations of all 
mortgages insured under this title shall not exceed $500,000,000 except that with 
the approval of the President such aggregate amount may be increased to not 
to exceed $1,000,000,000 : And provided further, That no mortgage shall be insured 
under this title after [July 1, 1945,] June 30, 1955, except (A) pursuant to a 
commitment to insure issued on or before such date, or (B) a mortgage given to 
refinance an existing mortgage insured under this title and which does not 
exceed the original principal amount and unexpired term of such existing 


mortgage. 
THE HOUSING ACT OF 1949, AS AMENDED 


(TITLE I—SLUM CLEARANCE AND COMMUNITY DEVELOPMENT AND 
REDEVELOPMENT] 


TITLE I—SLUM CLEARANCE AND URBAN RENEWAL 
URBAN RENEWAL FUND 


Sec. 100. The authorizations, funds, and appropriations available pursuant to 
sections 103 and 104 hereof shall constitute a fund, to be known as the “Urban 
Renewal Fund”, and shall be arailable for adrances, loans, and capital grants 
to local public agencies for urban reneical projects in accordance with the provi- 
sions of this title, and all contracts, oblivations, assets, and liabilities existing 
under or pursuant to said sections prior to the enactment of the Housing Act of 
1954 are hereby transferred to said Fund. 

a 101. In extending financial assistance under this title, the Administrator 
shall— 

[(a) give consideration to the extent to which appropriate local public 
bodies have undertaken positive programs (1) for encouraging housing cost 
reductions through the adoption, improvement, and modernization of build- 
ing and other local codes and regulations so as to permit the use of appro 
priate new materials, techniques, and methods in land and residential plan- 
ning, design, and construction, the increase of efficiency in residential con- 
struction, and the elimination of restrictive practices which unnecessarily 
increase housing costs, and (2) for preventing the spread or recurrence, in 
such community, of slums and blighted areas through the adoption, improve- 
ment, and modernization of local codes and regulations relating to land use 
and adequate standards of health, sanitation, and safety for dwelling accom- 
modations; and 

[(b) encourage the operations of such local public agencies as are estab- 
lished on a State, or regional (within a State), or unified metropolitan basis 
or as are established on such other basis as permits such agencies to con- 
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tribute effectively toward the solution of community development or redevel 
opment problems on a State, or regional (within a State), or unified metro- 
politan basis.] 

Sec. 101. (a) In entering into any contract for advances for surveys, plans, 
and other preliminary work for projects under this title, the Administrator 
shall give consideration to the extent to which appropriate local public bodies 
have undertaken positive programs (through the adoption, modernization, 
administration, and enforcement of housing, zoning, building and other local 
laws, codes and regulations relating to land use and adequate standards of 
health, sanitation, and safety for buildings, including the use and occupancy 
of dwellings) for (1) preventing the spread or recurrence in the community of 
slums and blichted areas, and (2) encourading housing cost reductions through 
the use of appropriate new materials, techniques, and methods in land anid 
residential planning, design, and construction, the increase of efficiency in resi- 
dential construction, and the elimination of restrictive practices which unncces- 
sarily increase housing costs. 

(b) In the administration of this title, the Administrator shall encourage 
the operations of such local public agencies as are established on a State. oy 
regional (within a State), or unified metropolitan basis or as are established 
on such other basis as permits such agencies to contribute effectively toward 
the solution of community development or re development problems on a State, 
or regional (within a State), or unified metropolitan basis. 

(c) No contract shall be entered into for any loan or capital grant under this 
title, or for annual contributions or capital grants pursuant to the United Siates 
Housing Act of 1937, as amended, and no mortgage shall be insured, and no 
commitment to insure a mortgage shall be issued, under sections 220 or 221 
of the National Housing Act, as amended, unless (1) there is presented to the 
1dministrator by the locality a workable program (which shall include an official 
plan of action, as it exists from time to time, for effectively dealing with the 
problem of urban slums and ‘blight within the community and for the estab 
lishment and preservation of a well-planned community with well-organized 
residential neighborhoods of decent homes and suitable living environment for 
adequate family life) for utilizing appropriate private and public resources to 
eliminate, and prevent the development or spread of, slums and urban blight, 
to encourage needed urban rehabilitation, to provide for the redevelopment of 
blighted, deteriorated, or slum areas, or to undertake such of the aforesaid 
activities or other feasible community activities as may be suitably employed 
to achieve the objectives of such a program, and (2) on the basis of his review 
of such program, the Administrator determines that such program is satis 
factory and certifies to the constituent agencies affected that the Federal assist 
ance may be made available in such community. 

(d) The Administrator is authorized to establish facilities (1) for furnishing 
to communities, at their request, an urban renewal service to assist them in the 
preparation of a workable program as referred to in the preceding subsection 
and to provide them with technical and professional assistance for planning 
and developing local urban renewal programs, and (2) for the assembly, analysis, 
and reporting of information pertaining to such programs. 

Sec. 102. (a) [To assist local communities in eliminating their slams and 
blighted areas and in providing maximum opportunity for the redevelopment of 
project areas by private enterprise, the Administrator may make temporary 
and definitive loans to local public agencies for the undertaking of projects for 
the assembly, clearance, preparation, and sale and lease of land for redevelop 
ment.J To assist local communities in the elimination of slums and blighted 
or deteriorated or deterioratina areas, in preventing the spread of slums, blight 
or deterioration, and in providing mazimum opportunity for the redevelopment, 
rehabilitation, and conservation of such areas by private enterprise, the Admin 
istrator may make temporary and definitive loans to local public agencies in 
accordance with the provisions of this title for the undertaking of urban renewal 
projects. Such loans (outstanding at any one time) shall be in such amounts 
not exceeding the estimated expenditures to be made by the local public agency 
as part of the gross project cost, bear interest at such rate (not less than the 
applicable going Federal rate), be secured in such manner, and be repaid within 
such period (not exceeding, in the case of definitive loans, forty years from the 
date of the bonds or other obligations evidencing such loans), as may be deemed 
advisable by the Administrator. 

(b) In connection with any project on land which is open or predominantly 
open, the Administrator may make temporary loans to municipalities or other 
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publie bodies for the provision of public buildings or facilities necessary to 
serve or support the new uses of such land in the project areas. Such temporary 
vans shall be in such amounts not exceeding the expenditures to be made for 
such purpose, [bear interest as such rate] bear interest at such rate (not less 
than the applicable going Federal rate), be secured in such manner, and be 
repaid within such period (not exceeding ten years from the date of the obliga- 
tions evidencing such loans), as may be deemed advisable by the Administrator. 
* ” * * * * - 


{(d) The Administrator may make advances of funds to local public agencies 
for surveys and plans in preparation of projects which may be assisted under 
this title, and the contracts for such advances of funds may be made upon the 
condition that such advances of funds shall be repaid, with interest at not less 
than the applicable going Federal rate, out of any moneys which become avail- 
able to such agency for the undertaking of the project or projects involved.J 

(d) The Administrator may make advances of funds to local public agencies 
for surveys and plans for urban renewal projects which may be assisted under 
this title, including, but not limited to, (i) plans for carrying out a program of 
voluntary repair and rehabilitation of buildings and improvements, (ii) plans 
for the enforcement of State and local lairs, codes, and regulations relating to 
the use of land and the use and occupancy of buildings and improvements, and 


to the compulsory repair, rehabilitation, demolition, or removal of buildings 
and improvements, and (iii) appraisals, title searches, and other preliminary 
work necessary to prepare for the acquisition of land in connection with the 
undertaking of such projects. The contract for any such advance of funds 
shall be made upon the condition that such advance of funds shall be repaid, 
vith interest at not less than the applicable going Federal rate, out of any 
moneys which become available to the local public agency for the undertaking 
the project involved. 
a * oo x * 


* 
Sec. 103. [(a) The Administrator may make capital grants to local publie 
igencies to enable such agencies to make land in project areas available for 
redevelopment at its fair value for the uses specified in the redevelopment plans: 
Provided, That the Administrator shall not make any contract for capital grant 
with respect to a project which consists of open land. The aggregate of such 
capital grants with respect to all the projects of a local public agency on which 
contracts for capital grants have been made under this title shall not exceed 
two-thirds of the aggregate of the net project costs of such projects, and the 
ipital grants with respect to any individual project shall not exceed the differ- 
ence between the net project cost and the local grants-in-aid actually made with 
respect to the project.J (a) The Administrator may make capital grants to local 
public agencies in accordance with the provisions of this title for urban renewal 
projects: Provided, That the Administrator shall not make any contract for 
capital grant with respect to a project which consists of open land. The agare- 
gate of such capital grants with respect to all the projects of a local public 
agency on which contracts for capital grants have been madc under this titl 
shall not ewceed two-thirds of the aggregate of the net projects costs of such 
projects, and the capital grant with respect to any individual project shall not 
exceed the difference between the net project cost and the local grants-in-aid 
actually made with respect to the project. 
* 





a * * 





* a * 

Sec. 104. Every eontract for capital grant under this title shall require local 
grants-in-aid in connection with the project involved which, together with the 
local grants-in-aid to be provided in connection with all other projects of the local 
public agency on which contracts for capital grants have theretofore been made, 
will be at least equal to one-third of the aggregate net project costs involved (it 
being the purpose of this provision and section 103 to limit the aggregate of the 
capital grants made by the Administrator with respect to all the projects of a 
local publie agency on which contracts for capital grants have been made under 
this title to an amount not exceeding two-thirds of the difference between the 
aggregate of the gross project costs of all such projects and the aggregate of the 
total sales prices and capital values referred to in [section 110 (f) of the land] 
section 110 of the property in such projects). 

Sec. 105. [Contracts for financial aid] Contracts for loans or capital grants 
— be made only with a duly authorized local public agency and shall require 
that— 
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[(a) The redevelopment plan for the project area be approved by the 
governing body of the locality in which the project is situated, and that such 
approval include findings by the governing body that (i) the financial aid to 
be provided in the contract is necessary to enable the land in the project 
area to be redeveloped in accordance with the redevelopment plan; (ii) the 
redevelopment plans for the redevelopment areas in the locality will afford 
maximum opportunity, consistent with the sound needs of the locality as a 
whole, for the redevelopment of such areas by private enterprise; and (iii) 
the redevelopment plan conforms to a general plan for the development of the 
locality as a whole;] 

{(b) When land acquired or held by the local public agency in connection 
with the project is sold or leased, the purchasers or lessees shall be obligated 
(i) to devote such land to the uses specified in the redevelopment plan for 
the project area; (ii) to begin the building of their improvements on such 
land within a reasonable time; and (iii) to comply with such other conditions 
as the Administrator finds, prior to the execution of the contract for loan 
or capital grant pursuant to this title, are necessary to carry out the purposes 
of this title ;] 

(a) The urban renewal plan (including any redevelopment plan constitut- 
ing a part thereof) for the urban renewal area be approved by the governing 
body of the locality in which the project is situated, and that such approval 
include findings by the governing body that (i) the financial aid to be 
provided in the contract is necessary to enable the project to be undertaken 
in accordance with the urban renewal plan; (ii) the urban renewal plan 
will afford mazimum opportunity, consistent with the sound needs of the 
locality as a whole, for the rehabilitation or redevelopment of the urban 
renewal area by private enterprise; and (iii) the urban renewal plan con- 
forms to a general plan for the development of the locality as a whole; 

(0) When real property acquired or held by the local public agency in 
connection with the project is sold or leased, the purchasers or lessees and 
their assignees shall be obligated (i) to devote such property to the uses 
specified in the urban renewal plan for the project area; (ii) to begin within 
a reasonable time any improvements on such property required by the urban 
renewal plan; and (iii) to comply with such other conditions as the Admin- 
istrator finds, prior to the execution of the contract for loan or capital grant 
pursuant to this title, are necessary to carry out the purposes of this title: 
Provided, That clauses (ii) and (iii) of this subsection shall not apply to 
mortgagees and others who acquire an intcrest in such property as the result 
of the enforcement of any lien or claim thereon; 

(c) There be a feasible method for the temporary relocation of families 
displaced from the [project] urban renewal area, and that there are or are 
being provided, in the urban renewal [project] area or in other areas not 
generally less desirable in regard to public utilities and public and com- 
mercial facilities and at rents or prices within the financial means of the 
families displaced from the [project] urban renewal area, decent, safe, and 
sanitary dwellings equal in number to the number of and available to such 
displaced families and reasonably accessible to their places of employment 
C:]. (Provided, That in view of the existing acute housing shortage, each 
such contract entered into prior to July 1, 1951, shall further provide that 
there shall be no demolition of residential structures in connection with the 
project assisted under the contract prior to July 1, 1951, if the local gov- 
erning body determines that the demolition thereof would reasonably be 
expected to create undue housing hardship in the locality.] 


* * * * * * * 


Sec. 106. (a) In the performance of, and with respect to, the functions, powers, 
and duties vested in him by this title, the Administrator, notwithstanding the 
provisions of any other law shall— 

* * * * * + e 


(8) maintain an integral set of accounts which shall be audited annually 
by the General Accounting Office in accordance with the principles and pro- 
cedures applicable to commercial transactions as provided by the Govern- 
ment Corporation Control Act, as amended, and no other audit shall be 
required: Provided, That such financial transactions of the Administrator 
as the making of advances of funds, loans, or capital grants and vouchers 
approved by the Administrator in connection with such financial transactions 
shall be final and conclusive upon all officers of the Government [; and]. 
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[(4) make an annual report to the President, for transmission to the 
Congress, to be submitted as soon as practicable following the close of the 
year for which such report is made.] 


* * * * + . * 


(b) Funds made available to the Administrator pursuant to the provisions 
of this title shall be deposited in a checking account or accounts with the 
Treasurer of the United States. Receipts and assets obtained or held by the 
Administrator in connection with the performance of his functions under this 
title shall be available for any of the purposes of this title (except for capital 
grants pursuant to section 103 hereof), and all funds available for carrying out 
the functions of the Administrator under this title (including appropriations 
therefor, which are hereby authorized), shall be available, in such amounts as 
may from year to year be authorized by the Congress, for the administrative 
expenses of the Administrator in connection with the performance of such 
functions[.] : Provided, That necessary expenses of inspection and audits, 
and of providing representatives at the site, of projects being planned or under- 
taken by local public agencies pursuant to this title shall be compensated by such 
agencies by the payment of fixed fees which in the aggregate will cover the 
costs of rendering such services, and such expenses shall be considered non- 
administrative; and for the purpose of providing such inspections and audits 
and of providing representatives at the sites, the Administrator may utilize any 
agency and such agency may accept reimbursement or payment for such services 
from such local public agencies or the Administrator, and credit such amounts 
to the appropriations or funds against which such charges have been made. 

Sec. 107. If the land for a low-rent housing project assisted under the 
United States Housing Act of 1937, as amended, is made available from a proj- 
ect assisted under this title, payment equal to the fair value of the land for the 
uses specified in accordance with the [redevelopment plan] urban renewal plan 
shall be made therefor by the public housing agency undertaking the housing 
project, and such amount shall be included as part of the development cost of 
the low-rent housing project. 


. * * * * * 


[Sec. 109. In order to protect labor standards— 

E(a) Any contract for financial aid pursuant to this title shall contain 
a provision requiring that not less than the salaries prevailing in the local- 
ity, as determined or adopted (subsequent to a determination under ap- 
plicable State or local law) by the Administrator, shall be paid to all 
architects, technical engineers, draftsmen, and technicians employed in the 
development of the project involved and shall also contain a provision that 
not less than the wages prevailing in the locality, as predetermined by the 
Secretary of Labor pursuant to the Davis-Bacon Act (49 Stat 1011), shall 
be paid to all laborers and mechanics employed in the development of the 
project involved; and the Administrator shall require certification as to 
compliance with the provisions of this paragraph prior to making any pay- 
ment under such contract; 

[(b) The provisions of title 18 U. S. C., section 874, and of title 40 U.S. C., 
section 276c, shall apply to any project financed in whole or in part with 
funds made available pursuant to this title; 

[(c) Any contractor engaged on any project financed in whole or in part 
with funds made available pursuant to this title shall report monthly to 
the Secretary of Labor, and shall cause all subcontractors to report in like 
manner, within five days after the close of each month and on forms to be 
furnished by the United States Department of Labor, as to the number of 
persons on their respective payrolls on the particular project, the aggregate 
amount of such payrolls, the total man-hours worked, and itemized expendi- 
tures for materials. Any such contractor shall furnish to the Department 
of Labor the names and addresses of all subcontractors on the work at the 
earliest date practicable.J 

Sec. 109. In order to protect labor standards— 

(a) any contract for loan or capital grant pursuant to this title shall con- 
tain a provision requiring that not less than the wages prevailing in the 
locality, as predetermined by the Secretary of Labor pursuant to the Davis- 
Bacon Act (49 Stat. 1011), shall be paid to all laborers and mechanics, 
ercept such laborers or mechanics who are employees of municipalities or 
other local public bodies, employed in the development of the project involved 
for work financed in whole or in part with funds made available pursuant to 
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this title; and the Administrator shall require certification as to compliance 
with the provisions of this paragraph prior to making any payment under 
such contract ; and 

(b) the provisions of title 18, United States Code, section 874, and of title 
40, United States Code, section 276c, shall apply to work financed in whok 
or in part with funds made available for the development of a project 
pursuant to this title. 

[Sec. 110. The following terms shall have the meanings, respectively, ascribed 
to them below, and, unless the context clearly indicates otherwise, shall include 
the plural as well as the singular number: 

[(a) “Redevelopment area’ means an area which is appropriate for develop- 
ment or redevelopment and within which a project area is located. 

[(b) “Redevelopment plan” means a plan, as it exists from time to time, for 
the development or, redevelopment of a redevelopment or project area, which plan 
shall be sufficiently complete (1) to indicate its relationship to definite loca] 
objectives as to appropriate land uses and improved traffic, public transportation, 
public utilities, recreational and community facilities, and other public inm- 
provements; and (2) to indicate proposed land uses and building requirements 
in the project area: Provided, That the Administrator shall take such steps as 
he deems necessary to assure consistency between the redevelopment plan and 
any highways or other public improvements in the locality receiving financial] 
assistance from the Federal Works Agency. 

[(c) “Project” may include (1) acquisition of (i) a slum area or a deterio- 
rated or deteriorating area which is predominantly residential in character, or 
(ii) any other deteriorated or deteriorating area which is to be developed or 
redeveloped for predominantly residential uses, or (iii) land which is predomi- 
nantly open and which because of obsolete platting, diversity of ownership, 
deterioration of structures or of site improvements, or otherwise substantially 
impairs or arrests the sound growth of the community and which is to be devel. 
oped for predominantly residential uses, or (iv) open land necessary for sound 
community growth which is to be developed for predominantly residential uses 
(in which event the project thereon, as provided in the proviso of section 103 (a) 
hereof, shall not be eligible for any capital grant); (2) demolition and removal 
of buildings and improvements; (8) installation, construction, or reconstruction 
of streets, utilities, and other site improvements essential to the preparation of 
sites for uses in accordance with the redevelopment plan; and (4) making the 
land available for development or redevelopment by private enterprise or public 
agencies (including sale, initial leasing, or retention by the local public agency 
itself) at its fair value for uses in accordance with the redevelopment plan 
For the purposes of this title, the term “project” shall not include the construction 
of any of the buildings contemplated by the redevelopment plan, and the term 
“redevelopment” and derivatives thereof shall mean develop as well as redevelop. 
For any of the purposes of section 109 hereof, the term “project” shall not in- 
clude any donations or provisions made as local grants-in-aid and eligible as 
such pursvant to clauses (2) and (8) of section 110 (d) hereof. 

[(d) “Local grants-in-aid” shall mean assistance by a State, municipality, 
or other public body, or any other entity, in connection with any project on which 
a contract for capital grant has been made under this title, in the form of 
(1) cash grants; (2) donations, at cash value, of land (exclusive of land in 
streets, alleys, and other public rights-of-way which may be vacated in con- 
nection with the project), and demolition or removal work, or site improve- 
ments in the project area, at their cost; and (3) the provision, at their cost, 
of parks, playgrounds, and public buildings or facilities (other than low-rent 
public housing) which are primarily of direct benefit to the project and which 
are necessary to serve or support the new uses of land in the project area in 
accordance with the redevelopment plan: Provided, That, in any case where, 
in the determination of the Administrator, any park, playground, public build- 
ing, or facility is of direct and substantial benefit both to the project and to 
other areas, the Administrator shall provide that, for the purpose of computing 
the amount of the local grants-in-aid for such project, there shall be included 
an allowance of an appropriate portion (as determined by the Administrator) 
of the cost of such park, playground, public building, or facility. No demoli- 
tion or removal work, improvement, or facility for which a State, municipality, 
or other public body has received or has contracted to receive any grant or 
subsidy from the United States, or any agency or instrumentality thereof, for 
such work, or the construction of such improvement or facility, shall be eligible 
for inclusion as a local grant-in-aid in connection with a project or projects 
assisted under this title. 
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[(e) “Gross project cost” shall comprise (1) the amount of the expenditures 
by the local public agency with respect to any and all undertakings necessary 
to carry out the project (including the payment of carrying charges, but not 
pevond the point where the project is completed), and (2) the amount of such 
local grants-in-aid as are furnished in forms other than cash. 

[(f) “Net project cost” shall mean the difference between the gross project 

cost and the aggregate of (1) the total sales prices of all land sold, and (2) 
the total capital values (i) imputed, on a basis approved by the Administrator, 
to all land leased, and (ii) used as a basis for determining the amounts to be 
transferred to the project from other funds of the local public agency to com- 
pensate for any land retained by it for use in accordance with the redevelopment 
lan. 
' {(z) “Going Federal rate” means (with respect to any contract for a loan 
or advance entered into after the first annual rate has been specified as provided 
in this sentence) the annual rate of interest which the Secretary of the Treasury 
shall specify as applicable to the six-month period (beginning with the six- 
month period ending December 31, 1953) during which the contract for loan or 
advance is made, which applicable rate for each six-month period shall be deter- 
mined by the Secretary of the Treasury by estimating the average yield to 
maturity, on the basis of daily closing market bid quotations or prices during 
the month of May or the month of November, as the case may he, next preced- 
ing such six-month period, on all outstanding marketable obligations of the 
United States having a maturity date of fifteen or more years from the first day 
of such month of May or November, and by adjusting such estimated average 
annual yield to the nearest one-eighth of one per centum. Any contract for 
loan made may be revised or superseded by a later contract, so that the going 
Federal rate, on the basis of which the interest rate on the loan is fixed, shall 
mean the going Federal rate, as herein defined, on the date that such contract 
is revised or superseded by such later contract. 

[(h) “Local public agency” means any State, county, municipality, or other 
governmental entity or public body which is authorized to undertake the project 
for which assistance is sought. “State” includes the several States, the District 
of Columbia, and the Territories, dependencies, and possessions of the United 
States. 

[(i) “Administrator” means the Housing and Home Finance Administrator.] 

See. 110. The following terms shall have the meanings, respectively, ascribed 
to them below, and, unless the contcat clearly indicates otherwise, shali include 
the plural as well as the singular number: 

(a) “Urban renewal area” means an urban area that (1) the governing body 
of the locality determines to be blighted, deteriorated, or deteriorating and 
designates as appropriate for an urban renewal project, and (2) the Admin- 
istrator approves as appropriate for a project under this title. 

(b) “Urban renewal plan” means a plan, as it exists from time to time, for 
an urban rencical project, which plan (1) shall conform to the general plan of 
the locality as a irhole and to the workable program referred to in section 101 
hereof: (2) shall be sufficiently complete to indicate such land acquisition, 
demolition and removal of structures, redevelopment, improvements, and re- 
habilitation as may be proposed to be carried out in the urban renewal area, 
zoning and planning changes, if any, land uses, maximum densities, building 
requirements, and the plan’s relationship to definite local objectives respecting 
appropriate land uses, improved traffic, public transportation, public utilities, 
recreational and community facilities, and other public improvements; and (3) 
shall include, for any part of the urban renewal area proposed to be acquired 
and redeveloped in accordance with clause (1) of the second sentence of sub- 
section (c) of this section, a redevelopment plan approved by the governing body 
of the locality. 

(ce) “Urban renewal project” or “project” may include undertakings and 
activities of a local public agency in an urban renetcal area for the elimination 
and for the prevention of the development or spread of slums and blight, in 
accordance with an urban renewal plan to achieve sound community objectives for 
the establishment and preservation of well-planned residential neighborhoods of 
decent homes and suitable living environment for adequate family life, and 
may involve slum clearance and redevelopment in an urban renewal area, or 
rehabilitation or conservation in an urban renewal area, or any combination or 
part thereof, in accordance with such urban renewal plan. For the purposes of 
this subsection, “slum clearance and redevelopment” may include (1) acquisition 
of (i) a slum area or a deteriorated or deteriorating area, or (ii) land which 
is predominantly open and which because of obsolete platting, diversity of owner- 
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ship, deterioration of structures or of site improvements, or otherwise, substan. 
tially impairs or arrests the sound growth of the community, or (iii) open lang 
necessary for sound community growth which is to be developed for predomi. 
nantly residential uses (except that the determination required by clause (1) 
of paragraph (a) of this section that the area is blighted, deteriorated, or de. 
teriorating shall not be applicable in the case of an open land project) ; (2) 
demolition and removal of buildings and improvements; (3) installation, eo) 
struction, or reconstruction of streets, utilities, parks, playgrounds, and other 
improvements necessary for carrying out in the area the urban renewal objectives 
of this title in accordance with the urban renewal plan; and (4) making the land 
available for development or redevelopment by private enterprise or publi 

agencies (including sale, initial leasing, or retention by the local public agen 

itself) at its fair value for uses in accordance with the urban renewal plan 
For the purposes of this subsection, “rehabilitation” or “conservation” may in. 
clude restoration and renewal of a blighted, deteriorated, or deteriorating area by 
(1) carrying out plans for a program of voluntary repair and rehabilitation of 
building or other improvements in accordance with the urban renewal plan; 
(2) acquisition of real property and demolition or removal of buildings and im- 
provements thereon where necessary to eliminate unhealthful, insanitary or un 

safe conditions, lessen density, eliminate obsolete or other uses detrimental t 
the public welfare, or to otherwise remove or prevent the spread of blight or 
deterioration, or to provide land for needed public facilities; (3) installation, 
construction, or reconstruction, of such improvements as are described in claus 
(3) of the preceding sentence; and (4) the disposition of any property acquired 
in such urban renewal area (including sale, initial leasing, or retention by th 
local public agency itself) at its fair value for uses in accordance with the urban 
renewal plan. 

For the purposes of this title, the term “project” shall not include the con- 
struction or improvement of any building, and the term “redevelopment” and 
derivatives thereof shall mean development as well as redevelopment. For any 
of the purposes of section 109 hereof, the term “project” shall not include any 
donations or provisions made as local grants-in-aid and eligible as such pursuant 
to clauses (2) and (8) of section 110 (d) hereof. 

(d) “Local grants-in-aid” shall mean assistance by a State, municipality, or 
other public body, or (in the case of cash grants or donations of land or other 
real property) any other entity, in connection with any project on which a con- 
tract for capital grant has been made under this title, in the form of (1) cash 
grants; (2) donations, at cash value, of land or other real property (exclusiv 
of land in streets, alleys, and other public rights-of-way which may be vacated 
in connection with the project) in the urban renewal area, and demolition, r 
moval, or other work or improvements in the urban renewal area, at the cost 
thereof, of the types described in clause (2) and clause (3) of either the second 
or third sentence of section 110 (c) ; and (3) the provision in the urban renewal 
area, at their cost, of public buildings or other public facilities (other than 
publicly-owned housing) which are necessary for carrying out in the area the 
urban renewal objectives of this title in accordance with the urban renewal plan: 
Provided, That in any case where, in the determination of the Administrator, 
any park, playground, public buildings, or other public facility is of direct benefit 
both to the urban renewal area and to other areas, and the approrimate degree 
of the benefit to such other areas is estimated by the Administrator at 20 per 
centum. or more of the total benefits, the Administrator shall provide that, for 
the purpose of computing the amount of the local grants-in-aid for the project 
there shall be included only such portion of the cost of such park, playground, 
public building, or other public facility as the Administrator determines to be 
appropriate: And provided further, That for the purpose of computing the 
amount of local grants-in-aid under this section 110 (d), the estimated cost (as 
determined by the Administrator) of parks, playgrounds, public buildings, or 
other public facilities may be deemed to be the actual cost thereof if (i) the 
construction or provision thereof is not completed at the time of final disposition 
of land in the project to be acquired and disposed of under the urban renewal 
plan, and (ii) the Administrator has received assurances satisfactory to him 
that such park, playground, public building, or other public facility will be con- 
structed or completed when needed and within a time prescribed by him. With 
respect to any demolition or removal work, improvement, or facility for which 4 
State, municipality, or other public body has received or has contracted to receive 
any grant or subsidy from the United States, or any agency or instrumentality 
thereof, the portion of the cost thereof defrayed or estimated by the Adminis 
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stan. trator to ve defrayed with such subsidy or grant shall not be eligible for inclusion 
land as a local grant-in-aid. 
domi- (e) “Gross project cost” shall comprise (1) the amount of the expenditures 
e (2) by the local public agency with respect to any and all undertakings necessary 
wr de. to cart y out the project (including the payment of carrying charges, but not 
(2) beyond the point where the project is completed), and (2) the amount of such 
, CON- local grants-in-aid as are furnished in forms other than cash. 
other (f) “Net project cost” shall mean the difference between the gross project 
ctives cost and the aggregate of (1) the total sales prices of all land or other property 
land sold, and (2) the total capital values (i) imputed, on a basis approved by the 
publi Administrator, to all land or other property leased, and (ii) used as a basis for 
Jen actermining the amounts to be transferred to the project from other funds of the 
plan : local public agency to compensate for any land or other property retained by 
ly in- it for use in accordance with the urban renewal plan 
ea by (g) “Going Federal rate” means (with respect to any contract for a loan 
on of or advance entered into after the first annual rate has been specified as pro- 
plan; vided in this sentence) the annual rate of interest which the Secretary of the 
d im- Treasury shall specify as applicable to the six-month period (beginning with 
ir wy the sia-month period ending December 31, 1953) during which the contract for 
fal t loan or advance is made, which applicable rate for each sixz-month period shall 
ht or be determined by the Secretary of the Treasury by estimating the average yield 
ution, to maturity, on the basis of daily closing market bid quotations or prices during 
lause the month of May or the month of November, as the case may be, nert preceding 
uired such sit-month period, on all outstanding marketable obligations of the United 
y the States having a maturity date of fifteen or more years from the first day of 
irban such month of May or November, and by adjusting such estimated average annual 
yield to the nearest one-eighth of 1 per centum. Any contract for loan made 
con- may be revised or superseded by a later contract, so that the going Federal rate, 
' and on the basis of which the interest rate on the loan is fired, shall mean the going 
r any Federal rate, as herein defined, on the date that such contract is revised or 
any superseded by such later contract. 
suant (h) “Local public agency” means any State, county, municipality, or other 
governmental entity or public body, or two or more such entities or bodies, au 
'Y. or thorized to undertake the project for which assistance is sought. “State” in 
other cludes the several States, the District of Columbia, and the Territories and 
| CON- possessions of the United States. 
cash (i) “Land” means any real property, including improved or unimproved land, 
usive structures, improvements, easements, incorporeal hereditaments, estates, and 
cated other rights in land, legal or equitable. 
n, re ; (j) “Administrator” means the Housing and Home Finance Administrator. 
Cost 
cond THE UNITED STATES HOUSING ACT OF 1937, AS AMENDED 
rewal 
than * * * 7” * * 7 
a the Sic. 7. ° ° 9 
plan: (b) [In January of each year the Authority shall make an annual report te 
-ator, Congress of its operations and expenses, including loans, contributions, and 
onefit grants made or contracted for, low-rent housing and slum-clearance projects 
eores undertaken, and the assets and liabilities of the Authority.] The annual report 
0 per of the Housing and Home Finance Administrator to the President for submis 
t. for sion to the Congress on the operations of the Housing and Home Finance 
piect Agency shall include a report on the operations and erpenses of the Authority, 
ound, including loans, contributions, and grants made or contracted for, lout-rent 
to be housing and slum-clearance projects undertaken, and the assets and liabilities 
y the of the Authority. Such report shall include operating statements of all projects 
t (as under the jurisdiction of or receiving the assistance of the Authority, including 
18, OF summaries of the incomes of occupants, sizes of families, rentals, and other 
) the related information. 
sition * * * * * * + 
eral Sec. 10. * * * 
) him (g) Every contract made pursuant to this Act for annual contributions for 
 CON- any low-rent housing project shall require that the public housing agency, as 
With among low-income families which are eligible applicants for occupancy in dwell- 
ich o ; ings of given sizes and at specified rents, shall extend the following preferences 
ceive in the selection of tenants: 
ality [First, to families which are to be displaced by any low-rent housing 
vinis- project or by any public slum-clearance or redevelopment project initiated 
45060—54——_-8 
é 
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after January 1, 1947, or which were so displaced within three years prior to 
making application to such public housing agency for admission to any low- 
rent housing; and as among such families] First, to families which are to be 
displaced by any low-rent housing project or by any public slum-clearance, 
redevelopment or urban renewal project, or through action of a public body 
or court, either through the enforcement of housing standards or through 
the demolition, closing, or improvement of dwelling units, or which were so 
displaced within three years prior to making application to such public hous- 
ing agency for admission to any low-rent housing: Provided, That as among 
such projects or actions the public housing agency may from time to time 
extend a prior preference or preferences: And provided further, That, as 
among families within any such preference group first preference shall be 
given to families of disabled veterans whose disability has been determined 
by the Veterans’ Administration to be service-connected, and second prefer- 
ence shall be given to families of deceased veterans and servicemen whose 
death has been determined by the Veterans’ Administration to be service- 
connected, and third preference shall be given to families of other veterans 
and servicemen ; 

Second, to families of other veterans and servicemen and as among such 
families first preference shall be given to families of disabled veterans 
whose disability has been determined by the Veterans’ Administration to be 
service-connected, and second preference shall be given to families of de- 
ceased veterans and servicemen whose death has been determined by the 
Veterans’ Administration to be service-connected. 

[(h) Every contract made pursuant to this Act for annual contributions for 
any low-rent housing project initiated after March 1, 1949, shall provide that 
no annual contributions by the Authority shall be made available for such project 
unless such project is exempt from all real and personal property taxes levied 
or imposed by the State, city, county, or other political subdivisions, but such 
contract may authorize the public housing agency to make payments in lieu of 
such taxes in an annual amount not in excess of 10 per centum of the annual 
shelter rents charged in such project: Provided, That, with respect to any such 
project to be located in any State where, by reason of constitutional limitations 
or otherwise, such project is not exempt from all real and personal property taxes 
levied or imposed by the State, city, county, or other political subdivision, such 
contract may provide, in lieu of the requirement for tax exemption and the 
authorization of payments in lieu of taxes, that no annual contributions by 
the Authority shall be made available for such project unless and until the 
State, city, county, or other political subdivision in which such project is situated 
shall contribute, in the form of cash, at least 20 per centum of the annual con 
tributions paid by the Authority. In respect to low-rent housing projects ini 
tiated prior to March 1, 1949, the Authority may, after the effective date of 
the Housing Act of 1949, authorize payments in lieu of taxes for each of the 
project fiscal years in respect to which annual contribution dates occurred dur 
ing the two-year period ending June 30, 1949, in amounts which, together with 
amounts already paid, will not exceed the greater of either (i) 5 per centum of 
the shelter rents charged in such projects for each of such project fiscal years, or 
(ii) the amounts specified in the cooperation agreements in effect July 1, 1947, 
between the public housing agencies and the political subdivisions in which the 
projects are located, or in the ordinances or resolutions of such political sub- 
divisions in effect on such date. In respect to such low-rent housing projects 
initiated prior to March 1, 1949, the contracts for annual contributions may be 
amended as to project fiscal years in respect to which annual contribution dates 
occur on or after July 1, 1949, so as to require exemption from real and personal 
property taxes in lieu of any other requirements as to local contributions and to 
permit payments in lieu of taxes on the terms prescribed in the first sentence 
of this subsection; in the event that the contracts for annual contributions are 
not so amended, payments in lieu of taxes in respect to such project fiscal years 
shall be limited to the amount specified in the cooperation agreements or ordi 
nances or resolutions in effect July 1, 1947.] 


(h) Every contract made pursuant to this Act for annual contributions for 


any low-rent housing project initiated after March 1, 1949, shall provide that 
no annual contributions by the Authority shall be made available for such proj 
ect unless such project is erempt from all real and personal property taxes levied 
or imposed by the State, city, county, or other political subdivisions, but such 
contract shall require the public housing agency to make payments in lieu of tares 
equal to 10 per centum of the annual shelter rents charged in such project or such 
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lesser amount as (i) is prescribed by State law, or (ii) is agreed to by the local 
governing body in its agreement for local cooperation with the public housing 
agency required under subsection 15 (7) (b) (i) of this Act, or (iii) is due to 
failure of a local public body or bodies other than the public housing agency to per- 
form any obligation under such agreement: Provided, That, if at the time such 
agreement for local cooperation is entered into it appears that such 10 per 
centum payments in lieu of tares will not result in a contribution to the project 
through tax exemption by the State, city, county, or other political subdivisions in 
which the project is situated of at least 20 per centum of the annual contributions 
to be paid by the Authority, the amounts of such payments in lieu of taxes shall 
he limited by the agreement to amounts, if any, which would not reduce the local 
contribution below such 20 per centum: Provided further, That, with respect to 
any such project which is not erempt from all real and personal property tares 
levied or imposed by the State, city, county, or other political subdivisions, such 
contract shall provide, in lieu of the requirement for tar eremption and payments 
in lieu of taxes, that no annual contributions by the Authority shall be made avail- 
able for such project unless and until the State, city, county, or other political 
subdivisions in which such project is situated shall contribute, in the form of 
cash or tax remission an amount equal to the greater of (i) the amount by which 
the tares paid with respect to the project exceeds 10 per centum, of the annual 
shelter rents charged in such project or (ii) 20 per centum of the annual con- 
tributions paid by the Authority (but not in excess of the tares levied): And 
provided further, That, prior to execution of the contract for annual contribu- 
tions the public housing agency shall, in the case of a tax-exempt project, notify 
the governing body of the locality of its estimate of the annual amount of such 
payments in lieu of tares and of the amount of tares which would be levied if 
the property were privately owned, or, in the case where the project is tared, its 
estimate of the annual amount of the local cash contributions, and shall there- 
after include the actual amounts in its annual reports. Contracts for annual con- 
tributions entered into prior to the effective date of the Housing Act of 1954 
may be amended in accordance with the first sentence of this subdivision. 

(i) Every contract made pursuant to this Act for annual contributions for any 
low-rent housing project for which no such contract has been entered into prior 
to the enactment of the Housing Act of 1954 shall provide that 

(1) after payment in full of all obligations of the public housing agency in 
connection with the project for which any annual contributions are pledged, 
and until the total amount of annual contributions paid by the Authority in 
respect to such project has been repaid pursuant to the provisions of this 
subsection, (a) all receipts in connection with the project in excess of ea- 
penditures necessary for management, operation, maintenance, or financing, 
and for reasonable reserves therefor, shall be paid annually to the Author- 
ity and to local public bodies which have contributed to the project in the 
form of tar exemption or otherwise, in proportion to the aggregate con- 
tribution which the Authority and such local public bodies have made to 
the project, and (b) no debt in respect to the project, except for necessary 
expenditures for the project, shall be incurred by the public housing 
agency ; 

(2) if, at any time, the project or any part thereof is sold, such sale shall 
be to the highest responsible bidder after advertising, or at fair market value, 
and the proceeds of such sale together with any reserves, after application 
to any outstanding debt of the public housing agency in respect to such 
project, shall be paid to the Authority and local public bodies as provided 
in clause 1 (a) of this subsection: Provided, That the amounts to be paid 
to the Authority and the local public bodies shall not erceed their respec- 
tive total contribution to the project. 

* * * * 

Seo. 15.* * * 

(8) * * * 

(b) a duly authorized official of the public housing agency involved shall 
make periodic written statements to the Authority that an investigation has 
been made of each family admitted to the low-rent housing project involved 
during the period covered thereby, and that, on the basis of the report 
of said investigation, he has found that each such family at the time of its 
admission (i) had a net family income not exceeding the maximum income 
limits theretofore fixed by the public housing agency (and approved by the 
Authority for admission of families of low income to such housing; and 
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(ii) lived in an unsafe, insanitary, or overcrowded dwelling, [or was to pe 
displaced by another low-rent housing project or by a public slum-clearance 
or redevelopment project] or was to be displaced by any low-rent housing proj 
ect or by any public slum-clearance, redevelopment or urban renewal project 
or through action of a public body or court, either through the enforcement 


of housing standards or through the demolition, closing, or improvement of 
a dwelling unit or units, or actually was without housing, or was about to 


be without housing as a result of a court order of eviction, due to causes 
other than the fault of the tenant: Provided, That the requirement in (jj) 
shall not be applicable in the case of the family of any veteran or servicemat 
(or of any deceased veteran or serviceman) where application for admissioy 
to such housing is made not later than five years after March 1, 1949; 
ial +. oF * ok *« = 

Sec. 16. * * * 

[(2) Any contract for loans, annual contributions, capital grants, sale, or 

lease pursuant to this Act shall contain a provision requiring that not less than 


the salaries or wages prevailing in the locality, as determined or adopted (sub 
sequent to a determination under applicable State or local law) by the Author 
shall be paid to all architects, technical engineers, draftsmen, and teehnicians 


employed in the development and to all maintenance laborers and mechanics 
employed in the administration of the low-rent housing or slum-elearance project 
involved; and shall also contain a provision that not less than the wages pre 
vailing in the locality, as predetermined by the Secretary of Labor pursuant 
the Davis-Bacon Act (49 Stat. 1011), shall be paid to all laborers and mechanics 
employed in the development of the project involved: and the Authority sha) 
require certification as to compliance with the provisions of this paragraph prior 
to making any payment under such contract.J 

(2) Any contract for loans, annual contributions, capital arants, sale. 
lease pursuant to this Act shall contain a provision requiring that not 
than the wages prevailing in the locality, as determined or adopted (subsequent 
to a determination under applicable State or local law) by the Authority, shall 
be paid to all maintenance laborers and mechanics emploved in the adm 
istration of the low-rent housing or shom-clearance project involved: and shal 
also contain a provision that not less than the wages prevailing in the locality 
as predetermined by the Secretary of Labor pursuant to the Davis-Bacon Act (49 
Stat. 1011), shall be paid to all laborers and mechanics employed in the devel 
ment of the project involved; and the Authority shall require certification as to 
compliance with the provisions of this paragraph prior to making any payment 
under such contract. 


* ae * * « * a 
[(6) Any contractor engaged on any project financed in whole or in part with 
funds made available pursuant to this Act shall report monthly to the Secretary 
of Labor, and shall cause all subcontractors to report in like manner (withir 
five days after the close of each calendar month, on forms to be furnished by 
the United States Department of Labor), as to the number of persons on their 
respective payrolls on the particular project, the aggregate amount of such 
payrolls, the total man-hours worked, and itemized expenditures for materials 
Any such contractor shall furnish to the Department of Labor the names an 

addresses of all subcontractors on the work at the earliest date practicable] 


THE FEDERAL HOME LOAN BANK ACT, AS AMENDED 


” * + * * * * 

Sno. 10. * + * 

(b) No home mortgage shall be accepted as collateral security for an advance 
by a Federal Home Loan Bank if, at the time such advance is made (1) the home 
mortgage loan secured by it has more than twenty-five years to run to maturity, 
unless such home mortgage is insured under the National Housing Act, as 
amended, or insured or guaranteed under the Servicemen’s Readjustment Act of 
1944, as amended, or (2) the home mortgage exceeds [$20,000] $35,000, or (3) 
is past due more than six months when presented, unless the amount of the debt 
scured by such home mortgage is less than 50 per centum of the value of the 
real estate with respect to which the home mortgage was given, as such real 
estate was appraised when the home mortgage was made. For the purposes of 
this subsection and subsection (a) the value of real estate shall be as of the 
time the advance is made and shall be established by such certification by the 
borrowing institution, or such other evidence, as the board may require, For 
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the purposes of this section, each Federal Home Loan Bank shall have power 
to make, or to cause or require to be made, such appraisals and other investiga- 
tions as it may deem necessary. No home mortgage otherwise eligible to be 
accepted as collateral security for an advance by a Federal Home Loan Bank 
shall be accepted if any director, officer, employee, attorney, or agent of the 
Federal Home Loan Bank or of the borrowing institution is personally liable 
thereon, unless the board has specifically approved by formal resolution such 
icceptance. 
* 

Sec. Ii, * * * 

(h) Such part of the assets of each Federal Home Loan Bank (except 
reserves and amounts provided for in subsection (g)) as are not required for 
advances to members or nonmember borrowers, may be invested, to such extent as 
the bank may deem desirable and subject to such regulations, restrictions, and 
limitations as may be prescribed by the board, in obligations of the United States, 
n obligations of the Federal National Mortyage Association, and in such securi- 
ties as fiduciary and trust funds may be invested in under the laws of the State 
in Which the Federal Home Loan Bank is located. 

* * * * 2 * * 

Sec. 16. Each Federal Home Loan Bank shall carry to a reserve account 
semiannually 20 per centum of its net earnings until said reserve account shall 
show a credit balance equal to 100 per centum of the paid-in capital of such bank. 
\fter said reserve has reached 100 per centum of the paid-in capital of said bank, 
5 per centum of its net earnings shall be added thereto semiannually. Whenever 
said reserve shall have been impaired below 100 per centum of the paid-in 
capital it shall be restored before any dividends are paid. Each Federal Home 
Loan Bank shall establish such additional reserves and/or make such charge-offs 
on account of depreciation or impairment of its assets as the board shall require 
from time to time. No dividends shall be paid except out of net earnings remain- 
ing after all reserves and charge-offs required under this Act have been provided 
for, and then only with the approval of the board. The reserves of each Federal 
Home Loan Bank shall be invested, subject to such regulations, restrictions, and 
limitations as may be prescribed by the board, in direct obligations of the 
United States, in obligations of the Federal National Mortgage Association, and 
in such securities as fiduciary and trust funds may be invested in under the laws 
of the State in which the Federal Home Loan Bank is located 

* * * * * * * 

Sec. 20. The board shall from time to time, at least annually, require examina- 
tions and reports of condition of all Federal Home Loan Banks in such form as 
the board shall prescribe and shall furnish periodically statements based upon 
the reports of the banks to the board. [The board shall annually make a full 
report of its operations to the Speaker of the House of Representatives, who shall 
cause the same to be printed for the information of the Congress.] For the pur- 
poses of this Act, examiners appointed by the board shall be subject to the same 
requirements, responsibilities, and penalties as are applicable to examiners under 
the National Bank Act and the Federal Reserve Act, and shall have, in the 
exercise of functions under this Act, the same powers and privileges as are 
vested in such examiners by law. 


THE HOME OWNERS’ LOAN ACT OF 1933, AS AMENDED 


* * * ® * s 

Sec. 5. * ¢ © 

(ce) Such associations shall lend their funds only on the security of 
their shares or on the security of first liens upon homes or combination of 
homes and business property within fifty miles of their home office: Provided, 
That not more than [$20,000] $35,000 shall be loaned on the security of a first 
lien upon any one such property; except that not exceeding 15 per centum of the 
assets of such association may be loaned on other improved real estate without 
regard to said [$20,000] $35,000 limitation, and without regard to said fifty- 
mile limit, but secured by first lien thereon: And provided further, That any por- 
tion of the assets of such associations may be invested in obligations of the 
United States or the stock or bonds of a Federal Home Loan Bank or in the ob- 
ligations of the Federal National Mortgage Association: And provided further, 
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That any such association which is converted from a State-chartered institution 
may continue to make loans in the territory in which it made loans while Op 
erating under State charter. Notwithstanding any other provisions of this subh- 
section except the area restriction such associations may invest their funds jp 
loans insured under title I of the National Housing Act, as amended, loans 
guaranteed or insured as provided in the Servicemen’s Readjustment Act of 1944, 
as amended (except business loans provided by section 503 thereof and not se 
cured by a lien on real estate), or in other loans for property alteration, repair, 
or improvement : Provided, That no such loan shall be made in excess of $1,500 ex- 
cept in conformity to the other provisions of this subsection, and that the total 
amount of loans so made without regard to the other provisions of this subsec 
tion shall not, at any time, exceed 15 per centum of the association's assets. 

((d) The Board shall have full power to provide in the rules and regulations 
herein authorized for the reorganization, consolidation, merger, or liquidation 
of such associations, including the power to appoint a conservator or a re 
ceiver to take charge of the affairs of any such association, and to require an 
equitable readjustment of the capital structure of the same; and to release any 
such association from such control and permit its further operation.] 

(ad) (1) The Board shall have power to enforce this section and rules and 
regulations made hereunder. In the enforcement of any provision of this section 
or rules and regulations made hereunder, or any other law or regulation, and 
in the administration of conservatorships and receiverships as provided in sub 
section (d) (2) hereof, the Board is authorized to act in its own name and 
through its own attorneys. The Board shall have power to sue and be sued 
complain and defend in any court of competent jurisdiction in the United States 
or its territories or possessions. It shall by formal resolution state any alleged 
violation of law or regulation and give written notice to the association concerned 
of the facts alleged to be such violation, except that the appointment of a Super 
visory Representative in Charge, a conservator or a receiver shall be exclusively 
as provided in subsection (d) (2) hereof. Such association shall have thirty 
days within which to correct the alleged violation of law or regulation and to 
perform any legal duty. If the association concerned does not comply with the 
law or regulation within such period, then the Board shall give such association 
twenty days written notice of the charges against it and of a time and place at 
which the Board will conduct a hearing as to such alleged violation of duty 
Such hearing shall be in the Federal judicial district of the association unless it 
consents to another piace and shall be conducted by a hearing examiner as is 
provided by the Administrative Procedure Act. The Board or any member 
thereof or its designated representative shall have power to administer oaths 
and affirmations and shall have power to issue subpenas and subpenas duces 
tecum, and shall issue such at the request of any interested party, and the Board 
or any interested party may apply to the United States district court of th 
district where such hearing is designated for the enforcement of such subpena or 
subpena duces tecum and such courts shall have power to order and require 
compliance therewith. <A record shall be made of such hearing and any interested 
party shall be entitled to a copy of such record to be furnished by the Board at 
its reasonable cost. After such hearing and an adjudication by the Board, appeals 
shall lie as is provided by the Administrative Procedure Act, and the review by 
the court shall be upon the weight of the evidence. Upon the giving of notic 
of alleged violation of law or regulation as herein provided, either the Board o1 
the association affected may, within thirty days after the service of said notice 
apply to the United States district court for the district where the association 
is located for a declaratory judgment and an injunction or other relief with 
respect to such controversy, and said court shall have jurisdiction to adjudiccat: 
the same as in other cases and to enforce its orders. The Board may apply to 
the United States district court of the district where the association affected has 
its home office for the enforcement of any order of the Board and such court 
shall have power to enforce any such order which has become final. The Board 
shall be subject to suit by any Federal savings and loan association with respect 
to any matter under this section or regulations made thereunder, or any Other 
law or regulation, in the United States district court for the district where the 
home office of such association is located, and may be served by serving a copy 
of process on any of its agents and mailing a copy of such process by registered 
mail, to the Home Loan Bank Board, Washington, District of Columbia. 

2) The grounds for the appointment of a conservator or receiver for a Federal 
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savings and loan association shall be one or more of the following: (%) insolvency 
in that the assets of such association are less than its obligations to its creditors 
and others, including its members; (ii) violation of law or of a regulation; (iii) 
the concealment of its books, records, or assets or the refusal to submit its books, 
papers, records, or affairs for inspection to any examiner or lawful agent ap- 
pointed by the Home Loan Bank Board; and (iv) unsafe or unsound operation. 
The Board shall have exclusive jurisdiction to appoint a Supervisory Repre- 
sentative in Charge, conservator, or receiver. If, in the opinion of the Board, 
a ground for the appointment of a conservator or receiver as herein provided 
exists and the Board determines that an emergency evists requiring immediate 
action, the Board is authorized to appoint ex-parte and without notice a Super- 
visory Representative in Charge to take charge of said association and its affairs 
who shall have and egxercise all the powers herein provided for conservators 
and receivers. Unless sooner removed by the Board, such Supervisory Repre- 
sentative in Charge shall hold office until a conservator or receiver, appointed 
by the Board after notice as herein provided, takes charge of the association 
and its affairs, or for six months, or until thirty days after the termination of 
the administrative hearing and final proceedings herein provided, or until sixty 
days after the final termination of any litigation affecitng such temporary ap- 
pointment, whichever is longest. The Board shall have the power to appoint 
a conservator or receiver but no such appointment of a conservator or receiver 
shall be made except pursuant to a formal resolution of the Board stating the 
grounds therefor and except notice thereof is given to said association stating 
the grounds therefor and until an opportunity for an administrative hearing 
thereon is afforded to said association. Such hearing shall be held in accordance 
with the provisions of the Administrative Procedure Act and shall be subject to 
review as therein provided and the review by the court shall be upon the weight 
of the evidence. A conservator shall have all the powers of the members, the 
directors, and officers of the Federal association and shall be authorized to 
operate it in its own name or conserve its assets in the manner and to the extent 
authorized by the Board. The Board shall appoint only the Federal Savings 
and Loan Insurance Corporation as receiver for any Federal savings and loan 
association, which shall have power as receiver to buy at its own sale subject 
to approval by the Board. With the consent of the association expressed by a 
resolution of the board of directors or of its members, the Board is authorized 
to appoint a conservator or receiver for a Federal association without notice 
and without hearing. The Board shall have power to make rules and regula- 
tions for the reorganization, merger, and liquidation of Federal associations 
and for such associations in conservatorship and receivership and for the con- 
duct of conservatorships and receiverships. Whenever a Supervisory Repre- 
sentative in Charge, conservator, or receiver, appointed by the Board pursuant 
to the provisions of this section, demands possession of the property, business 
and assets of any association, the refusal of any officer, agent, employee, or direc- 
tor of such association to comply with the demand shall be punishable by a fine of 
not more than $1,000 or by imprisonment for not more than one year or both by 
such fine and imprisonment. 


THE SERVICEMEN’S READJUSTMENT ACT OF 1944, AS AMENDED 


TITLE III—LOANS FOR THE PURCHASE OR CONSTRUCTION OF HOMES, 
FARMS, AND BUSINESS PROPERTY 


* . * * * a” > 

Sec. 515. With respect to mortgage loans for the purchase or construction of 
residential property (not including farm homes) guaranteed, insured, or made 
pursuant to this title, the Administrator shall make such rules and regulations 
concerning (1) maximum rates of interest for such residential mortgage loans, 
(2) mazrimaum ratios of loan to value and marimum maturities with respect to 
such residential mortgage loans, and (3) maximum fees and charges permitted 
to cover the costs of the origination of, and of the supervision of construction 
loan disbursements in connection with, such residential mortgage loans as may 
be necessary to carry out limitations relating thereto established by the Presi- 


dent pursuant to the authority vested in him by section 201 of the Housing Act of 
1954. 
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THE DEFENSE HOUSING AND COMMUNITY FACILITIES AND SERVICES 
ACT OF 1951, AS AMENDED 


* * * * + * a 

Sec. 104. After June 30, 1953, no construction of permanent housing may be 
begun under title III of this Act. After June 30, 1954, (a) no mortgage may 
be insured under title IX of the National Housing Act, as amended [(except 
(i), pursuant to a commitment to insure issued on or before such date, or (ii) a 
mortgage given to refinance an existing mortgage insured under that title and 
which does not exceed the original principal amount and unexpired term of 
such existing mortgage) J, ercept pursuant to a commitment to insure issued on or 
before such date, (b) no agreement may be made to extend assistance for the 
provision of community facilities or services under title III of this Act, and 
no construction of temporary housing or community facilities by the United 
States may be begun under such title, and (c) no loan may be made or obliga 
tions purchased by the Housing and Home Finance Administrator under seec- 
tion 102a of the Housing Act of 1948, as amended (except pursuant to a com 
mitment issued on or before June 30, 1953, or to refinance an existing loan or 
existing obligations held under such section by said Administrator on June 30, 
1953 ). 


AN ACT TO EXPEDITE THE PROVISION OF HOUSING IN CONNECTION 
WITH NATIONAL DEFENSE, AND FOR OTHER PURPOSES, APPROVED 
OCTOBER 14, 1940, AS AMENDED 

* oo * * a om * 

[Sec. 311. At the beginning of each session of Congress, the Administrator 
shall make to Congress a full and detailed report covering all of the transactions 
authorized hereunder.J 

¥ ~~ * - 7 - . 

Sec. 607. * * * 

(vy) The Administrator may dispose of any permanent war housing without 
regard to the preferences in subsections (b) and (c) of this section when he 
determines that (1) such housing, because of design or lack of amenities, is 
unsuitable for family dwelling use, or (2) it is being used at the time of disposi- 
tion for other than dwelling purposes, or (3) it was offered, with preferences 
substantially similar to those provided in the Housing Act of 1950 (64 Stat. 48), 
to veterans and occupants prior to enactment of said Act, or (4) it is to be sold 
with a requirement that it be removed from its present location. 


THE FIRST APPROPRIATION ACT, 1954 (PUBLIC LAW 176, EIGHTY- 
THIRD CONGRESS) 


* * 4 e * * . 


Housing AND HOME FINANCE AGENCY 


OFFICE OF THE ADMINISTRATOR 


+ * * * ok 7 * 

Defense Community Facilities and Services: During the current fiscal year 
not to exceed $112,500 of the appropriations granted under this head in the 
Second and Third Supplemental Appropriation Acts, 1952, shall be available for 
administrative expenses in connection with the construction of facilities under 
such appropriations. 

Capital grants for slum clearance and urban redevelopment: For an additional 
amount for payment of capital grants as authorized by title I of the Housing 
Act of 1949, as amended (42 U.S. C. 1458, 1456), $20,000,000, to remain available 
until expended [: Provided, That before approving any local slum clearance 
program under title I of the Housing Act of 1949, the Administrator shall give 
consideration to the efforts of the locality to enforce local codes and regulations 
relating to adequate standards of health, sanitation, and safety for dwellings 
and to the feasibility of achieving slum clearance objectives through rehabilita 
tion of existing dwellings and areas: Provided further, That the authority under 
title I of the National Housing Act shall be used to the utmost in connection 
with slum rehabilitation needs] 
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THE HOUSING ACT OF 1950, AS AMENDED 
x * * ~ * * 


+ 

(Seco. 504, With respect to housing built or sold with assistance provided under 
the National Housing Act, as amended, or title I11 of the Servicemen’s Readjust- 
ment Act of 1944, as amended, the Federal Housing Commissioner and the 
Administrator of Veterans’ Affairs, respectively, are hereby specifically author- 
ized and directed to isue such regulations, applicable uniformly to all classes of 
mortgagees, as they determine desirable for the purpose of limiting the charges 
and fees, which shall not be construed to include any loss suffered by any origi- 
nating lender in the bona fide sale or pledge of an agreement to sell the mortgage, 
imposed upon the builder or other seller, or the veteran or other purchaser in 
connection with the financing of the construction or sale of such housing, whether 
or not such charges were or are imposed in connection With the financing assisted 
bv the Federal Government, and no loan shall be insured or guaranteed under such 
Acts unless the mortgagee certifies that it has not imposed upon the builder 
or other seller, or the veteran or other purchaser any charges or fees in connection 
with the financing of the construction or sale of such housing in excess of the 
charges or fees permitted under such regulations for such purposes as are 
applicable to the housing involved.] 


THE NATIONAL BANKING ACT, AS AMENDED 


* * a national banking association * * * shall have power 
* * * * « 

Seventh. To exercise by its board of directors or duly authorized officers or 
agents, subject to law, all such incidental powers as shall be necessary to carry 
on the business of banking * * *. The business of dealing in securities and 
stock by the association shall be limited to purchasing and selling such securities 
and stock without recourse, solely upon the order, and for the account of, cus- 
tomers, and in no case for its own account, and the association shall not under- 
write any issue of securities or stock: Provided, That the association may pur 
chase for its own account investment securities under such limitations and re- 
strictions as the Comptroller of the Currency may by regulation prescribe. In 
no event shall the total amount of the investment securities of any one obligor or 
maker, held by the association for its own account, exceed at any time 10 per 
centum of its capital stock actually paid in and unimpaired and 10 per centum of 
its unimpaired surplus fund * * *. Except as hereinafter provided or otherwise 
permitted by law, nothing herein contained shall authorize the purchase by the 
association for its own account of any shares of stock of any corporation. The 
limitations and restrictions herein contained as to dealing in, underwriting and 
purchasing for its own account, investment securities shall not apply to obliga- 
tions of the United States, or general obligations of any State or any political 
subdivision thereof, or obligations issued under authority of the Federal Farm 
Loan Act, as amended, or issued by the Federal Home Loan Banks or the Home 
Owners’ Loan Corporation, or obligations which are insured by the Federal 
Housing Administrator pursuant to section 207 of the National Housing Act if 
the debentures to be issued in payment of such insured obligations are guaranteed 
as to principal and interest by the United States, [or obligations of national 
mortgage associations] or obligations of the Federal National Mortgage Asso- 
ciation or such obligations of any local public agency (as defined in section 
110 (h) of the Housing Act of 1949) as are secured by an agreement between 
the local public agency and the Housing and Home Finance Administrator in 
which the local public agency agrees to borrow from said Administrator, and said 
Administrator agrees to lend to said local public agency, prior to the maturity of 
such obligations (which obligations shall have a maturity of not more than 
eighteen months), moneys in an amount which (together with any other moneys 
irrevocably committed to the payment of interest on such obligations) will suffice 
to pay the principal of such obligations with interest to maturity thereon, which 
moneys under the terms of said agreement are required to be used for the purpose 
of paying the principal of and the interest on such obligations at their maturity, 
or such obligations of a public housing agency (as defined in the United States 
Housing Act of 1937, as amended) as are secured either (1) by an agreement 
between the public housing agency and the Public Housing Administration in 
which the public housing agency agrees to borrow from the Public Housing 
Administration, and the Public Housing Administration agrees to lend to the 
public housing ageney, prior to the maturity of such obligations (which obliga- 
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tions shall have a maturity of not more than eighteen months), moneys in an 
amount which (together with any other moneys irrevocably committed to the 
payment of interest on such obligations) will suffice to pay the principal of such 
obligations with interest to maturity thereon, which moneys under the terms of 
said agreement are required to be used for the purpose of paying the principal of 
and the interest on such obligations at their maturity, or (2) by a pledge of 
annual contributions under an annual contributions contract between such pub 
lic housing agency and the Public Housing Administration if such contract sha 

contain the covenant by the Public Housing Administration which is authorized 
by subsection (b) of section 22 of the United States Housing Act of 1937, as 
amended, and if the maximum sum and the maximum period specified in such 
contract pursuant to said subsection 22 (b) shall not be less than the annua! 
amount and the period for payment which are requisite to provide for the 
payment when due of all installments of principal and interest on such obliga 
tions * * °, 


AN ACT TO PROVIDE FOR THE ADVANCE PLANNING OF NON-FEDERAL 
PUBLIC WORKS, APPROVED OCTOBER 13, 1949, AS AMENDED 
s * * . ¥ * * 
[Sec. 6. The Administrator of General Services shall submit quarterly to the 
Congress a report of his administration of the Act, including all expenditures 
and repayments made thereunder. Such reports shall, when submitted, be 
printed as public documents.] 


THE ALASKA HOUSING ACT, AS AMENDED 


* * + * * * * 

[Sec. 2. * * * 

[(b) The powers of the Federal National Mortgage Association, and of any 
other Federal corporation or other Federal agency heretofore or hereafter estab 
lished, to make real-estate loans, or to purchase, service, or sell any mortgages, 
or partial interest therein, may be utilized in connection with properties or proj 
ects in Alaska designed principally for residential use: and, notwithstanding 
any of the provisions of section 301 of the National Housing Act, as heretofore 
or hereafter amended, or of any other law unless enacted expressly in limitation 
hereof, any mortgage loans, or partial interests therein, may be offered to the 
Federal National Mortgage Association for purchase, and the Association shal! 
be authorized to make real-estate loans, including advances thereon during con- 
struction, if such loans or advances are secured by property located in Alaska 
and insured under any of the provisions of the National Housing Act, as amended. 

[Notwithstanding the provisions of subparagraph (C) of section 301 (a) (1) 
of the National Housing Act, as amended, any mortgage loans may be offered 
to the Federal National Mortgage Association for purchase if such loans are 
secured by property located in Guam or Hawaii, and insured under any of the 
provisions of the National Housing Act, as amended.J 


AN ACT TO PERMIT THE FEDERAL NATIONAL MORTGAGE ASSOCIA- 
TION TO MAKE COMMITMENTS TO PURCHASE CERTAIN MORTGAGES, 
APPROVED OCTOBER 30, 1951, AS AMENDED (PUBLIC LAW 243, 82D 
CONGRESS) 


[Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That notwithstanding the provisions of sub- 
paragraph (G) of section 301 (a) (1) of the National Housing Act, as amended, 
the Federal National Mortgage Association is authorized to enter into advance 
commitment contracts which do not exceed $30,000,000 outstanding at any one 
time, if such commitments relate to mortgages with respect to which the Federal 
Housing Commissioner has issued, prior to September 1, 1953, pursuant to section 
213 of the National Housing Act, as amended, either a commitment to insure or a 
statement of eligibility: And provided further, That not to exceed $3,500,000 of 
said authorization shall be available for such commitments in any one State: 
And provided further, That subparagraph (C) of section 301 (a) (1) of the 
National Housing Act, as amended, shall have no application with respect to any 
montgage which otherwise qualified hereunder if such mortgage is the subject 
of a commitment to be made by the Association and covers housing in which the 
number of rooms equals or exceeds six for each family unit and in which the 
number of bedrooms equals or exceeds three for each family unit.] 








INDIVIDUAL MINORITY VIEWS OF REPRE- 
SENTATIVE WRIGHT PATMAN ON H. R. 7839 


This housing bill as reported has more harm in it than good. It 
would be better to have no bill at all than to pass this bill with all of 
its bad features. 

The interest rate increase of 1 percent on home mortgage loans is 
indefensible. On a 25-year home mortgage for $9,600, an increase of 
one-half of 1 smash in interest means $814 the borrower must pay, 
or 15 percent more. This illustration is for an increase of one-half of 
| percent, whereas the bill provides for an increase of twice that much. 

The financing plan of this housing bill was referred to as a fraud 
and a hoax by an important housing official, who stated it is “com- 
pletely and absolutely unworkable.” 

We have 12 million substandard dwelling units in the United States. 
One-third of our Nation is ill-housed. We need to build 2 million 
new homes each year for the next 10 years to provide decent housing 
in America. The administration has programed less than 1 million 
new starts for this year. The home builders want to build 1,400,000 
homes and recondition 500,000 more this year. ‘The mortgage bankers 
and landlords—who profit from housing shortages—naturally want 
the smallest number started this year. 


CONGRESS DELEGATED MORE POWERS THAN RETAINED 


Twelve powerful men who have more control over the economic 
affairs of our country than the United States Congress or the Execu- 
tive were not brought before the committee or consulted on this im- 
portant bill. 

Their actions will determine whether this bill or any other bill in- 
volving credit or money will work. 

Congress in delegating such enormous powers to a small group has 
delegated more powers than are necessary for an expanding, dynamic, 
progressive economy than it has retained for itself. 

The cost and availability of credit and money are determined in 
our national economy by the Federal Open-Market Committee. 

This Committee, operating under powers granted by Congress, 
makes it possible for money to be easy or hard; to make interest rates 
high or low; or to create a climate that causes our Nation to progress 
or suffer a depression. 

The 12 men composing the Federal Open-Market Committee consist 
of the 7 members of the Board of Governors of the Federal Reserve 
System and 5 representatives of the Federal Reserve banks, each of 
whom is selected by a board of 9 directors of the Federal Reserve bank 
he represents. The 9 directors consist of 6 members named by the pri- 
vate commercial banks and 3 named by the Board of Governors. A 
more correct statement is the Federal Open-Market Committee con- 
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sists of the 7 members of the Board of Governors and 5 presidents of 
Federal Reserve banks who are obligated to the private bankers for 
their selection. 

A comparable situation would be created if the railroad owners 
helped to fix freight rates by having their representatives members of 
the Interstate Commerce Commission. 

The Federal Open-Market Committee can hold interest rates short 
wv long term at any rate it desires. 

Mr. Marriner 8S. Eccles was Chairman of the Federal Reserve Board 
longer than any other person. He was doubtless more famihar with 
every detail of the operations of the Federal Reserve System than any 
other person. 

Mr. Eccles, in answer to questions—when he was before congres- 
sional committees—often stated that the Federal Open-Market Com- 
mittee had the power to determine the availability of credit, interest 
rates, prices of Government bonds, and other important matters. 

When Mr. Eccles was testifying before the House Committee on 
Banking and Currency, in March 1947—and while Senator Mike Mon- 
roney was then a Me mber of the House and a member of the Banking 
and Currency Committee of the House—a question was asked by Mr. 
Monroney and an answer given by Mr. Eccles, as follows: 

Mr. Monronety. Do you mean to say that with your present Open-Market Com 
mittee, and the operation of the Federal Reserve, as it now stands, that, regard- 
less of what the national income is, or other economic factors, you can guarantee 
to us that our interest rate will remain around 2.06 percent ? 

Mr. Eccies. We certainly can. We can guarantee that the interest rate, so 
far as the public debt is concerned, is where the Open-Market Committee of the 
Federal Reserve desires to put it 

It is recognized that the Government rates determine the commer 
cial rates in the market. 

If Congress will instruct the Open-Market Committee to hold the 
long-term rate at a certain point—or not allow it to go above a certain 
point—we will have a stable long-term mortgage rate that can be relied 
upon. It should not be above 214 percent. 

These hearings on H. R. 7839 on housing are incomplete because 
the Federal Open-Market Committee has not been heard from. Not 
one member of this important Committee has been called as a witness 

Under our United States Constitution the 160 million people of the 
United States have entrusted to 435 Representatives in the House 
of Representatives, and 96 Members of the United States Senate, or 
531 in all—the Congress—with all powers over money and credit. 

These 531 have delegated these powers over money and credit to the 
12 members of the Open-Market Committee. Who are these 12? 
Are they responsible to and serve the people? Do they serve the 
private commercial banks? How are they selected ? 


WHO ARE THE TWELVE? 


doubt that any 12 Members of the United States Congress can 
name all 12 of the members of the Federal Open-Market Committee. 
This is no criticism of Congress; it is just a statement of a shocking 
fact. Members of Congress are busy people. They are forced to deal 
only with pressing problems. This has not become a pressing prob- 
lem but it is becoming more pressing and urgent every day. Another 
depression caused by this group will make it the most urgent and 
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pressing problem. Then a change will be made. We should not be 
compelled to suffer our country to go through another wringer—a hor- 
rible, crushing depression—in order to bring this important, neglected 
problem to the attention of Congress. 
~ The policies and practices of the Open-Market Committee have been 
very beneficial to the private banks and money lenders since early 
i951. Their policies were highly detrimental to the people in 1953. 
I believe their policies over a long period of time have favored the 
banks and were often injurious to the general welfare of the people. 
It is impossible for our Committee on Banking and Currency to 
adequately consider this bill without dealing with the policies and 
practices of the Open-Market Committee. 


SITUATION ON BOARD NOT IN PUBLIC INTERES1 
The 7 members of the Board of Governors are selected 1 every Z 
years—for a 14-year term There is 1 unfilled vacancy on the Board 
now, leaving 6 members. The term of 1 of these 6 expired January 
31, 1954, but he continues to serve until the place is filled. One of 
the 5 remaining has the power and privilege under a special law 
passed 2 or 3 years ago for his special benefit to quit the Board of 
uny time and immediately accept a position with private banking 
interests, notwithstanding the general law that would require him to 
wait 2 years before accepting such employment. Congress was asked 
to pass this law with the understanding that this member would 
accept a definite position that Congress was advised had been offered 
tohim. He did not accept any position but has continued to stay on 
the Board of Governors. 

These Board members, although selected by the President, feel un- 
der no obligation to the Executive. All the present members were 
selected by Presidents Roosevelt and Truman. However, the Presi- 
dent can appoint the Chairman when he desires to do so. Evidently 
he is satisfied with the present Chairman, Mr. Martin. The President 
has plenty of power to change the situation if Mr. Martin, the present 
Chairman, should decide to go against the Burgess’ hard-money, high- 
interest policy. Mr. Martin could be replaced immediately by the 
President, appointing another of the present Board members, Chair- 
man or the President could fill one of the vacancies on the Board of 
Governors and appoint the person so appointed Chairman of the 
Board. The present Chairman is serving during good behavior. The 
one in charge of the administration’s hard-money, high-interest policy, 
Dr. Randolph Burgess, the unconfirmed Deputy Secretary of the 
Treasury, determines good behavior in Mr. Martin’s case. 


WHO HOLDS BALANCE OF POWER ? 


So the Open-Market Committee at present is composed of 6 Board 
members—1 whose term has expired and 1 who has a job-hunting 
license for a position with the private banking interest that is affected 
by the decisions he makes, and 5 members selected by private banks. 
The job-hunting license holder of the Board holds the balance of 
power. 

Even though the members of the Board of Governors recognize 
their duty to serve the public interest—I do not charge willful mis- 
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conduct or corruption—just take a look at who surrounds them, look 
ing over their shoulders, or sitting across the table, with the right 
to interrupt and advise them and some actually voting on the pending 
question while they are performing their duties to the public. 

First, 12 presidents of the 12 kederal Reserve banks selected 
private banks. 

Second, 12 members of the Advisory Committee selected by private 
banks in the 12 Federal Reserve districts. 

In that situation the 6 Board members are surrounded by 24 of the 
finest, most influential, and most logical persuaders in the United 
States who represent the private banks and who are obligated to the 
private banks for their selections. 

If a mistake is made it is not likely that it will be made on the side 
of the public interest with this topheav; y banker setup. 

During the first half of 1953 the Burgess hard-money, high-interest 
policy forced long-term Government bonds down to 89. They—the 
money masters—became afraid and took an about-face but public 
confidence had been shaken—the damage had been done. These bonds 
are now back at par. They should be kept there. If they are pro 
tected interest rates will be reasonable and there will be plenty of 
money for housing. 

This bill, H. R. 7839, provides for an increase of 1 percent in interest 
rates for housing. It provides the rate may be fixed at 214 percent 
above the rate on long-term Government bonds. The traditional! 
spread is 1% percent. This bill arbitrarily raises it to 214 percent. 

This 1 percent increase, if allowed or forced on mortgage loans, will 
become a pattern, and doubtless cause the rate to spread clear across 
the debt board. 

Let us see what that will do. 


INCREASE ANNUAL PER CAPITA BURDEN, 200 PER FAMILY 


All debts in our country, including the National debt, debts of States, 
counties, cities, political subdivisions, and private debts, including in- 
stallment debts, aggregate about $640 billion. A 1 percent increase in 
interest rates will mean an added interest burden of $6.4 billion an- 
nually. The $6.4 billion divided among the 160 million people means 
an annual interest increase of $40 per capita or $200 for a family 
of five. 

This family of five will have to buy $200 less food or $200 less in 
necessities of life in order to pay the $200 increase in interest rates. 

The $200 extra for interest will probably go into the hands of those 
who do not need it and will not use it to buy goods and services. It 
will be taken from a family who would spend it and help the whole 
country. 

A diversion of purchasing power results and the country is harmed. 


TESTIMONY ABOUT 1 PERCENT INTEREST INCREASE 


The printed hearings on the Housing Act of 1954, H. R. 7839, con- 
tain the testimony of "T. B. King Acting Assistant Deputy A@ininis 


=: < 


trator (Loan Guaranty), Department of Veterans’ Benefits of the 
Veterans’ Administration, March 5, 1954, commencing at page 215. 




















HOUSING ACT OF 1954 119 


[ am inserting herewith questions I asked Mr. King, commencing at 
page 224 of the hearings and his replies thereto. 


= 


Mr. PATMAN, Now, section 201 subparagraph (1), would give the President au- 
thority to set maximum interest rates on VA and FHA mortgages. That is the 
point you brought out. 

Mr. Kina. Yes, sir. 

Mr. PATMAN. Heretofore Congress has always done that, has it not? 

Mr. Kina. There was prescribed by the Congress several years back authority 
which permitted the Administrator of Veterans’ Affairs, with the concurrence of 
the Secretary of the Treasury—— 

Mr. PATMAN. But it was for a definite amount, was it not? 

Mr. KING, Well, it featured a margin. 

Mr. PATMAN. That is right. 

Mr.Kina. It featured a margin, but the margin was more restrictive than 
the one proposed here. 

Mr. PATMAN. This permits a 2% percent increase in addition to the long-term 
rate? 

Mr. Kine. Yes, sir; it contemplates that the market may need as high as a 
21, percent spread. 

Mr. PATMAN. Isn’t it a fact that in the past, 14% percent was the normal spread? 

Mr. Krne. That is a point on which the Veterans’ Administration insisted, 
until everybody got a little bit tired of hearing us insist on it, Congressman. 

Mr. PATMAN. I beg your pardon? 

Mr. Krinc. We maintained that point at considerable length, over the years. 

Mr. PATMAN. One-and-a-half percent? 

Mr. KiNG. Yes, sir. We were adverting primarily to the situation, the market 
situation, which was in vogue, or which was experienced, prior to the March 
1951 accord between the Treasury and the Federal Reserve Board. 

Mr. PATMAN. So this is about a 75 percent increase? 

Mr. Kina. No, sir; the point is that that 1% percent has not been reflected by 
experience since March 1951. 

Mr. PATMAN,. Do you mean it should be more? 

Mr. Kino, I say the market has demanded more. 

Mr. PATMAN. It should be more? 

Mr. KinG. I say that under conditions which have been facing the lending 
industry, and due to the supply-and-demand factors which have obtained since 
March 1951, one would be hard put to insist that that 144 percent pattern always 
would be adequate and should be maintained. 

Mr. PATMAN. The point I was attempting to make, though, was that regardless 
of the merits or demerits, an increase from 14% to 2% percent is about a 75 
percent increase; is it not? 

Mr. Kino. Yes, sir. 

Mr. PATMAN. Roughly? 

Mr. Kine. Yes, sir. 

Mr. PATMAN. Now, in the case of public housing bonds, that is a similar situa- 
tion, I assume. The Treasury established a rate of 2% percent as the average 
yield on long-term Governments. 

Mr. Kine. That is right. 

Mr. PaTMAN. That rate we are discussing is 24% percent above the long-term 
yield, isn’t it? 

Mr. KING. Yes, sir. 

Mr. PATMAN. On this basis, the Veterans’ Administration mortgages could go 
to about 5144 percent, and FHA mortgages could go to 614 percent. FHA can 
charge between one-half and one percent premium, for instance. Conventional 
mortgages under that condition would be about 7 percent, wouldn’t they? 

Mr. Kine. I think they probably wouldn’t be making as many conventional 
mortgages, Congressman. 

Mr. PATMAN. If they did they would be at 7 percent; would they not? 

Mr. Kring. Yes; usury laws in many States would hold it down to that. 

Mr. PATMAN. This looks like a sort of a heads-I-win-and-tails-you-lose deal, 
since when the interest rates on Government bonds are rising, this provision 
can be used to force up interest rates on mortgages. But if the yield on Govern- 
ments drops, mortgage rates would not necessarily reflect that drop, because 
section 201 (1) does not govern the action of the FHA Commissioner. Under 
the authority we are giving him in title I of this bill, he could keep the rate on 
FHA mortgages at 6 percent, plus 1 percent for insurance, no matter how far 
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the yield on Governments dropped. With such a rate on FHA mortgages, of 
course, no VA loans would be made. Do you agree with that? 

Mr. Kina. Yes, sir. 

I would point out, Congressman, however, that-as we sit here today I believe 
these 15-year Governments yield 2 

Mr. PArTMAN, At _ particular time’ 

Mr. KING. Yes, Si 

Mr. King nike the point that the market has demanded more in- 
terest since March 1951. This was caused by the Open-Market Com- 
mittee permitting ae rmment bonds to go down in price until they 
earned much more than 214 percent, the long-term rate. In other 
words, the action of the Ope n-Market Committee permitted 21, per- 
cent bonds to go down in value—as low as 89—which resiilted in a 
corresponding yr rise in inte rest rates on these bonds which made the 
spread or margin much less than 1¥g percent. 

This situation has been ch: inged - as long-term 214 percent bonds 
are now back at par where they were before the so-called accord be- 
tween the Federal Reserve and Treasury. Therefore, there is no 
reason to provide for a higher interest rate in this bill. The fact 1S, 
the interest rates to veterans and others that were raised on their 
housing loans because of the reduction in price of the long-term gov 
ernments should now be changed—and it should be done immediately 
to put the rates back where they were. There is reason to keep these 
rates up. The same argument that was used to justify the increases 
is applicable now to justify decreases. A reason cannot be given for 
holding up these rates but flimsy excuses are given that will not hold 
water. 

The mortgage lenders and investors will be unduly benefited by a 
21% percent interest spread provided in this bill. Th: at is i percent 
more than the traditional rate and will result in giving the lenders, if 
it is granted, a bonus of that much—a pure bonus. 


REGULATION X 


This bill, H. R. 7837, restores a regulation X by imposing controls. 
No emergency exists to justify such controls. The authority is vested 
in a administration under this bill to do the following : 

Change or vary interest rates. 
2 Change FHA downpayments. 
3. Change mortgage amortization terms. 
Change fees and charges, 
Change maximum dollar limits per room or per unit. 

Che Administrator has already testified that he will make certain 
changes in the event this provision becomes a law. 

It imposes rigid controls in peacetime and when no emergency exists 
justifying such controls. 

Wricur Parman. 

Marcu 28, 1954. 
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HOUSING ACT OF 1954 


Marcu 29. 1954.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 


Mr. Spence, from the Committee on Banking and Currency, sub- 
mitted the following 


MINORITY REPORT 


[To accompany H. R. 7839] 


This report is filed on behalf of those members whose signatures 
appear at the end of the report. 

We of the minority find ourselves in fundamental disagreement 
with the majority on numerous major aspects of H. R. 7839. These 
include: (1) Failure to maintain traditional veterans’ housing pref- 
erences; (2) failure to provide a realistic workable secondary mort- 
gage market; (3) delegation to the President of authority to set 
maximum interest rates on FHA and VA mortgages; (4) oo 
to the President of authority to control real-estate credit; (5) failure 
to authorize any units of low-re nt public housing; (6) falter’ | to estab- 
lish safeguards against “mortgaging-out’ under the various FHA 
rental housing programs; and (7) failure to require builders of FHA 
and VA houses to give the home buyer a warranty against defective 
construction. 

In order that the House may be fully cognizant of the seriousness of 
these deficiencies, a detailed analysis of each is set forth below. 


VETERANS’ PREFERENCE 


The minority regrets that your committee has not seen fit to con- 
tinue the traditional congressional policy of veterans’ preference in 
the field of housing. We believe the veteran, by his wartime service, 
earned the right to the preference that he has been accorded. Even 
if this were not true, however, he would be entitled to this preference 
because his lengthy absence from civilian life has placed him at ¢ 
decided disadvantage in obtaining adequate housing. Unfortunately 
H. R. 7839 does much to dilute that preference. 
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Amendments to title II of the National Housing Act contained }, 
title I of the bill would have immeasurable effect on the GI home log, 
program in several respects. The proposed increase in loan-to-va] a 
ratios and the reduction in cash down payments, together with th 
increase in the permissible term of the loan which will make Joy, 
monthly carrying charges possible, will make considerab ly mor 
liberal financing terms possible for home purchasers under the F HA 
program. This, of course, would tend to dilute the pre ‘ference wh a 
has been available to veterans obtaining GI financing, since the amend. 
ments would place nonveterans in virtually an equal position in r spect 
to housing credit terms. 

On the other hand, it is noted that the only action which the Pres 
dent could take in respect to VA guaranteed home loans would by 
make GI loan terms more restrictive. All eligible veterans, including 
recent veterans of the Korean conflict, will be deprive 1 to a consid r. 
able degree of the preferred position they heretofore enjoyed in respect 
to housing credit. 

In the reconstitution of the Federal National Mortgage Associa 
provided under title III of the bill, there is no provision that preferred 
support continue to be given to GI loans under the reconstitute 
secondary market facility. Similarly, GI loans are not enumerated 
among the special Fannie May assistance programs authorized }, 
subsection 301 (b) of the bill. 

Under present law, the Administrator of Veterans’ Affairs is author- 
ized, with the approval of the Secretary of the Treasury, to establisl 
such rate of interest on VA mortgages, not in excess of 4% percent 
as he may find the loan market demands. The Natienal Hous 
Act provides similar authority for adjustment of maximum interes 
rates by FHA, up to a maximum of 6 percent for most home mortgages 
Since the Federal Housing Commissioner has adequate authorit 
already to authorize an upward adjustment of the interest rate on 
FHA loans, the effect of section 201 is to make an upward adjustmen 
of the interest rate for GI loans possible whenever the mortgage bankers 
decide to tighten the market. 

The bill provides that the average yield on all marketable Govern- 
ment bonds with a maturity of 15 years or more shall be the base for 
comparison with FHA and VA interest rates. While the majority o/ 
VA loans are written for terms of 20 or 25 years, under the statutory 
maximum of 30 years, the best available estimates indicate that such 
mortgages will probably have an average life of not over 10 or 12 
years. Accordingly, the inclusion of extremely long-term issues such 
as the 3% percent issue maturing in 1983 in the average used fo! 
comparison with mortgage interest rates will result in maintaining a 
artificially high maximum interest rate on home mortgages fo! 
veterans. 


FEDERAL NATIONAL MORTGAGE ASSOCIATION 


Title III is the most important section of the Housing Act of 1954 
An adequate and readily available supply of mortgage financing is a 
prime requirement for a high and sustained volume of homebuilding. 
Yet, according to the consensus of testimony before the committee, 
title III in its present form imposes unduly restrictive requirements 
upon FNMA and may actually have the effect of deterring mortgage 
lending instead of sustaining it. Specifically it was pointed out to 
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ommittee that the 3 percent nonrefundable contribution to the 
eral National Mortgage Association, to be borne by the lender 
pon mortgage sales to F NMA, will unduly restrict use of the facility. 

s noted, in passing, that it is unlikely lenders will assume the 

en of the 3 percent contribution. Rather, the homebuilder, or 
likely, the home buyer will ultimately pay it. Consequently, 
the bill Federal credit (and equlty capital provided by home 
sers) will be used to build up a muléi-anillios> dollar secondary 
et reserve facility which will then be turned over to banks and 
nsurance companies, who sold mortgages to FNMA but otherwise 
tributed little to acquire ownership share. 
nder title III, the FNMA requirement to purchase at or below 
ket price, the 3 percent contribution and the service fee, may 
in a discount of home mortgages of 6% to 7 percent under 
’s market condition. 
he president of the National Association of Homebuilders testified : 
1 $12,000 loan, for example, this formula would result in a cost for p 
financing of S750 to SSd50. Chis ec ] 
high discounts which characterized 
nusual credit stringenc) 

Furthermore, the requirement that the Association hquidate its 
portfolio of old mortgages and limit its new purchases to mortgages 
hich can be readily resold does not contribute additionally to the 
tability of the mortgage market now provided by conventional 

vate brokerage operations. ‘These requurecnenta in fact create 

‘danger that an uodue increase in the mortgage supply arising from 
FNMA sales may lead to price declines. 

Preference heretotore accorded GI mortgage loans in the secondary 
market ope rations of the FNMA is not continued under the bill. 
GI loans are not specifically included in the category of home mortgage 

ans for which FNMA is authorized to provide special assistance. 
Neither, apparently, is the special assistance which FNMA has 
given FHA section 213 cooperatives to be continued. The bill 
establishes no priority for use of the limited total of $700 million 

thorized for the special assistance secondary market operations 
waa section 301 (b). In the aggregate this amount could only 
assist the construction of approximately 70,006 dwelling units. To 

erate practically in the field of housing that needs special assistance 
by secondary market support, a system of priorities and a larger sum 
would appear to be required. 

Finally it would appear that an appropriate policy statement 
indicating specifically the purpose that a secondary market facility is 
intended to serve should be included. 

The National Association of Home Builders, representing the 
industry that does the constructing, has suggested the following: 


A 


It should help provide an adequate and stabilized mortgage market so that 
homes may be provided in the volume, in areas, of the size, and at the prices that 
the homebuying market requires. 

The provisions of title III, in the opinion of the NAHB 

ve unworkable and possibly do more to depress than to assist the mortgage 

Its terms go far beyond those reasonably necessary to prevent excessive 
|, in effect, amount to a complete denial of the facility to the very users 
om it is intended. 
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INTEREST RATES 


Under the authority vested in the President by title II of H. R 
7839 to adjust interest rates, fees, and service charges, maxi 
financing charges on federally aided home mortgage loans may 


TA 


high as 7 percent on the lowest priced housing (the new FH 
221 program), 6% percent on the other FHA-insured mortgag 
5% percent on VA-guaranteed home mort; 

In this connection it is pointed out that under section 20 
FHA Commissioner already has authority to raise interest rates or 
most insured mortgages as high as 6 percent. On the othe 
under present law the maximum rate on GI home loans cannot |y 
higher than 4% percent. Consequently, it appears that the net eff 
of the new authority proposed under section 201 of the bill is to « 
increases in interest rates to be made on GI home loans. 

Concerning the desirability of establishing maximum limits 


using automatic formulas as guides in setting effective fin 


rage loans. 


1 


charges on federally aided home mortgages, we recall the 
representing the Veterans’ Administration stating that there is ‘ 
siderable administrative experience to the effect that maximums 
to become minimums as well.” 

Provision for a 2% percent spread over the yield on long-t 
marketable Government bonds under title II of the bill represents 
a rise of 1 percentage point in the spread that investors were w 
to accept prior to the inauguration of the tight credit policies in « 
195] In view of the considerable easing of the money and credit 
supply since mid-1953, it does not appear necessary to provid 
an increase in the traditional spread of 1% percent between the 1 
mum rate on federally aided home mortgages and the yield on long 
term Government bonds, unless it is intended to reimpose restrict 
tight money conditions on the economy. 

Furthermore, in view of the testimony presented before the com- 
mittee that the estimated average life of VA and FHA mortgages is 
considerably less than 15 years, using the yields on bonds with fron 
15 to 30 years remaining to maturity as the basis for setting maxim 
interest rates on such mortgages is highly questionable. 


CONTROL OF REAL ESTATE CREDIT 


Subsection 201 (5) would give the President authority to control 
real estate credit. It was under similar authority contained in th 
Defense Production Act of 1950 that regulation X was issued. 

In the opinion of the minority, real estate credit controls are in 
reality a rationing mechanism, not a credit control mechanism. The) 
are, moreover, a One-way rationing mechanism. They ration housing 
solely on the basis of the ability of the people who need housing to 
raise the downpayment. In recommending the termination of 1 
estate credit controls on June 16, 1952 (p. 15, H. Rept. 2177 
82d Cong., 2d sess.), your Committee on Banking and Currency state 


Evidence was presented to your committee that the inevitable discriminatory aspect 
of credit controls; namely, that they bear most heavily upon those in the lower i? 
groups, who have less ready cash, had in the existing situation overshadowed the 
inflationary aspect. 


In 1953, a proposal to restore this authority was rejected by your 


committee. 
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Only a grave national emergency would justify the reimposition of 
real estate credit controls. In the admitted absence of such an 
vency, the minority is opposed to granting the President authority 
mpose them. 
LOW-RENT PUBLIC HOUSING 


ral facts were developed throughout the hearings on H. R. 

th reference to the need for congressional action on the size of 

low-rent public housing program, even though this issue is not 
it with in this measure. 

kmphasis was placed by administration spokesmen and by a large 

ority of other witnesses on proposals to accomplish slum clearance, 
in redevelopment, and urban renewal. Great hope was expressed 
new programs under sections 220 and 221 under the Federal 
sing Administration would make it possible to rehabilitate old 
iomes, sound in structure, and provide new housing at low cost and 
liberal financing terms for families presently living in substandard 
using 
‘minority agrees totally with the objectives of these programs. 
ever, if old housing is to be rehabilitated and refinanced, one 

t is very clear. A substantial number of families, probably half, 

esently livmg in the substandard units will be forced to vacate 

ise their economic status will not permit them to live in the more 
nsive remodeled and modernized homes. It is also a fact that a 
am of rehabilitation will reduce, rather than enlarge, the housing 
supply. In those instances where slum housing is demolished as part 
n urban renewal program, at least half of the tenants of the old 
roperty will have insufficient incomes to permit home purchases even 
f the proposed $7,600 house ($8,600 in high-cost areas), if it can be 

It, with no downpayment and 40 years to pay. 

It follows, therefore, that unless provision is made to rehouse low- 

neome families, displaced through either renewal or slum clearance, 

ese programs cannot be undertaken and the objectives of H. R. 7839 

an never be realized. 

The President in his housing message recognized that fact when he 

‘od that 35,000 units of low-rent public housing be provided in fiscal 
1955 and during each of the following 3 years. Administrator 
\lbert M. Cole indicated that such a program was essential for the 
rehousing of many displaced families. While it is the opinion of the 

inority, that a program 35,000 public housing units would be 

ly inadequate, even if limited to families displaced by slum 
clearance, urban renewal, or for other public purposes, it would at 
least have been something. 

The entire issue of public housing has always been within the initial 
jurisdiction of the House Committee on Banking and Currency. The 
Housing Act of 1949 provided for 810,000 of such units to be built 
at the rate of 135,000 a year for a 6-year period. That still represents 
basic national policy, except as it has been amended by legislative 
limitations on appropriation bills voted under a waiver of rules. 
The size of the program goes to the very heart of the public housing 
issue. But no reference to size is contained in H. R. 7839. 

The minority recommends that the proposed Housing Act of 1954 

e amended by striking unit limitations adopted in the passage of the 
oi ‘pendent Offices Appropriation Acts for fiscal years 1953 and 1954, 





6 HOUSING ACT OF 1954 


thereby returning to the basic provisions of the Housing Act of 194 
If that were done the President would have to increase or decrease ¢} 
size of the public housing program in line with economic needs ay 
considerations. It would make it possible for him to carry out tho 
program he proposed, and to meet the needs of families of low ineo 
displaced by the slum clearance and urban renewal program he } 
mends. It is the desire of the minority to make his program realistic: 
workable, 

At the same time, by establishing the size of the low-rent pub 
housing program as part of a total housing program, it would } 
returned to its place of proper jurisdiction; namely, with the bas 
legislative committee, the House Committee on Banking and Currene 


PROTECTION AGAINST ‘‘MORTGAGING-OUT”’ 


It is the opinion of the minority that every reasonable legislative 
safeguard must be provided against abuses in existing and propose 
rental housing programs where the Federal Government is assuming 
large risks. Members of Congress will recall that under the FHA 
608 rental housing program there were instances where mortgago) 
completed projects for less than the amount of the mortgage 
pocketed the difference plus norma! profits. This was common 
referred to as “mortgaging-out.”’ 

When FHA title IX, as part of the Defense Housing and Com- 
munity Facilities and Services Act of 1951, was adopted, it was 
amended with bipartisan sponsorship to require that the mortgago 
certify upon completion of the physical improvements on the mort- 
gaged property the amount, if any, by which the proceeds of tl 
mortgage loan exceeded the actual costs of the physical improvements 
and to pay within 60 days after such certification to the mortgagee for 
application to the reduction of the principal amount of the mortgag 
the amount so certified to be in excess of actual cost. It provid 
protection against kickbacks and other abuses. Last year, tl 
Congress added an identical provision to FHA title VIII (Wherry A 
military housing). 

Kfforts of the minority to protect the new programs under FHA 
section 220 and 221 and existing programs under FHA sections 207 
(rental housing) and 213 (cooperatives) with identical safeguards 
were defeated. 


MANDATORY BUILDER’S WARRANTY 


The minority feels that the buyer of a 1- or 2-family house, bu 
with Federal assistance, should be given a warranty by the build 
that the house has been built according to the plans and specifi 
tions on which the Federal assistance was based. Such a provisio! 
was included in last year’s housing bill, as reported by your com- 
mittee. It passed the House without opposition but was eliminat: 
in conference. A mandatory builder’s warranty would carry out th 
chief recommendation resulting from the Rains subcommittees 
investigation of housing constructed under the FHA and VA pro 
grams. The subcommittee found that the purchasers of FHA ai 
VA houses generally bought through purchase contracts which di 
not contain, or incorporate by reference, plans or specifications which 
would in any way protect the buyers. On the basis of these con- 
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ts, they rarely had any legal basis for suit against the builders. 
minority feels that a mandatory builder’s warranty is an absolute 
essity if the defective construction of FHA and VA houses is to 
prevented in the future. 
In taking this position, however, the minority wishes to emphasize 
t the requirement of a warranty is not a reflection on the honest 
ler. In fact, providing the buyer with a warranty is a common 
actice in Many other lines of industry. When a person buys a 
se he is, as & rule, making a lifetime investment and he should have 
sonable protection. 
It is the intention of the minority to offer amendments on the floor 
the House with the view to correcting the several major deficiencies, 
ibed above, contained in H. R. 7839. We are firmly convinced 
the adoption by the House of these amendments to the Housing 
of 1954 is an absolute necessity if the President’s laudable recom- 


ndations to provide the country with a new and dynamic housing 
cram are to be transferred by this Congress into concrete statute 


BRENT SPENCE. 
WRIGHT PATMAN. 
AuBert Rains 
ABRAHAM J. MULTER. 
CHARLES B. DEANI 
Georce D. O’Brien. 
HuGu J. ApDONIZzIoO. 
IstporE DOoLLINGER. 
RicHAarD BOoLuING. 
WiLLiAM A. BARRETT. 
Wayne L. Hays 
3aRRATT O’HARA. 
EuGENE J. McCarruy., 








830 ConerEess | HOUSE OF REPRESENTATIVES § REPORT 
rd Session j tl No. 14380 


PROVIDING ADDITIONAL FUNDS FOR THE EXPENSES OF CON 
\UCTING STUDIES AND INVESTIGATIONS, INCURRED BY CER- 
rAIN REGULAR SUBCOMMITTEES OF THE COMMITTEE ON 
GOVERNMENT OPERATIONS 


Marcu 29, 1954.—Ordered to be printed 


Mr. LeCompte, from the Committee on House Administration, 
submitted the following 


REPORT 


(To accompany H. Res. 468} 


The Committee on House Administration, to which was referred 
House Resolution 468, having considered the same, report favorably 
thereon with an amendment and recommend that the resolution as 
amended do pass. 

The amendment is as follows: 

Line 9, after the word “‘additional’’ insert the following: ‘“‘for in- 
vestigations in the Departments of Agriculture, Commerce, Justice, 
Interior, Post Office, and Treasury,’’ 


C 
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S30 Coneress (| HOUSE OF REPRESENTATIVES { REPORT 
2d Session ) Y No. 1431 


CONSIDERATION OF H. R. 569 


H 29, 1954 Referred to the House Calendar and ordered t 


Brown of Ohio, from the Committee on Rules, submitted the 


following 


REPORT 
[To accompany H. Res 


‘he Committee on Rules, having had under consideration Hous« 


tesolution 481, report the same to the House with the recommendation 


: : 
hat the resolution do pas 
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s3p Coneress ( HOUSE OF REPRESENTATIVES f§ REpPoRT 
Id Session ‘ t No. 1432 


\IRS. BERT 1. BIEDERMANN (nee ERMENEGILDA 
VITTORIA CERNECCA) 


rcu 29, 1954.—Committed to the Committee of the Whole House and ordered 
to be printed 


Mr. Granam, from the Committee on the Judiciary, submitted 
the following 


REPORT 
{To accompany H. R. 4869] 


The Committee on the Judiciary, to whom was referred the bill 
H. R. 4869) for the relief of Mrs. Bert 1. Biedermann (nee Ermene- 
gilda Vittoria Cernecca), having considered the same, report favorably 
thereon with amendments and recommend that the bill do pass. 

The amendments are as follows: 

On page 1, line 3, after ‘‘section 212 (a)” insert ‘‘(9)”’. 

On page 1, at the end of line 7, change the period to a colon and 
add the following: 
Provided, That this exemption shall apply only to a ground for exclusion of which 
the Department of State or the Department of Justice have knowledge prior 

the enactment of this Act. 


PURPOSE OF THE BILL 


The purpose of this bill, as amended, is to waive one exclusion 
clause of our immigration laws, concerning the commission of a crime 
involving moral turpitude in behalf of the wife of a United States 
‘itizen serviceman. 

The bill has been amended to correct an error in drafting and in 
accordance with established precedents. 


GENERAL INFORMATION 
The pertinent facts in this case are contained in a letter from the 


Commissioner, Immigration and Naturalization Service, dated 
December 31, 1953, to the chairman of the Committee on the Judi- 
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ciary. The said letter, and accompanying memorandum, r 
follows: 


ic 
Ls 


DEPARTMENT OF Justi E, 


IMMIGRATION AND NATURALIZATION SERVICI ry 

December 31. 195 Erm 

Hon. Cuauncey W. REED, hort 
Chairman, Committee on the Judiciary, assis' 
House of Representatives, Washington 25, D. C. fron 


Dear Mr. CHAIRMAN: In response to your request of the Department. of Just 
for a report. relative to the bill (H. R. 4869) for the relief of Mrs. Bert I, Biedo; 
mann, nee Ermenegilda Vittoria Cernecca, there is attached a memorandum 
information concerning the beneficiary. This memorandum has been prepar 





from Immigration and Naturalization Service files relating to the beneficia H 
the Seattle, Wash., office of this Service, which has custody of those files H 
The bill is intended to grant the alien permanent residence in the United Stat; whic 
notwithstanding the fact that she has been found inadmissible under section 212 (a ri 
of the Immigration and Nationality Act on the ground of conviction of a erin, WW 
involving moral turpitude aires 
It should be noted that the bill exempts the alien from all provisions of sect she 
212 (a) of the Immigration and Nationality Act, which if passed would have t eff : 
effect of waiving payment of the required visa fee. It is accordingly suggest; civE 
that the committee may wish to amend the bill by changing line No. 3 of the | pape 
to read, “That, notwithstanding the provisions of section 212 (a) (9).” This part 
change would accomplish the purpose for which the bill is apparently intended tse! 
i. e., allowing the alien who has been convicted of a crime involving moral turpit.ud M 
to obtain an immigrant visa. 
Sincerely, 
Bi MACKEY, Commission G, 
MEMORANDUM OF INFORMATION FROM IMMIGRATION AND NATURALIZATI . 
Service Fires Re Mrs. Berr I. BreEDERMANN, NRE ERMENEGILDA Virror tha 
CrerNeccA, BENEFICIARY OF H. R. 4869 aaud 
Beneficiary, a citizen of Italy, was born April 10, 1914, in Trieste, Italy. 8 
is presently residing with her aunt and uncle on a farm 60 miles south of Mont: I 
video, Uruguay. Her address is eare of Sirtotich, Estacion, Atlantida, Canelones T 


(Montevideo), Uruguay, South America. On September 8, 1952, in Montevicd 
Uruguay, beneficiary was married to Master Sgt. Bert I. Biedermann, who is 
sponsor of her private bill 

In March 1951, beneficiary was refused an immigrant visa by the America 
consul at Genoa, Italy, as a person who had been convicted of a crime involvi: 
moral turpitude. In 1936 beneficiary, while working as a domestic in Triest 
Italy, was convicted of stealing clothing from the family that employed 
For this offense she was given a suspended sentence. In 1939 she was aga 
arrested in Trieste, Italy, for stealing clothing, and this time she was fined a 
unknown amount and imprisoned for an unknown term. In May 1952, bene Na 
ficiary was successful in obtaining an immigration visa for entrance to Par: 





South America, where she remained for a short time before receiving permissi 

to enter Uruguay, South America, where she is presently residing with her a Da 

and uncle at the above-mentioned address. Pla 
Beneficiary’s husband appears to be a person of good moral character. He \ ( 

born in Everett, Wash., March 6, 1916, and lived in that city or its surroundi: tre 

area all of his life, with exception of military service. He graduated from Ever ne 


High School in 1934, and prior to entering military service in 1940, he was employ 
by the Robinson Manufacturing Co. in Everett, Wash. Inquiry disclosed tha 
beneficiary’s husband enjoys a good reputation in the Everett, Wash., area 
owns a 40-acre farm located 12 miles north of that city. He is presently a mast 
sergeant with the United States Army, assigned since November 1952 to H 
quarters Battery, 3lst Field Artillery, Korea. Sponsor’s marriage to beneficiat 
is his third marriage. Beneficiary has no one dependent upon her for support 

is presently receiving a monthly military allotment from her husband, 


Mr. Westland, the author of this bill, submitted numerous doci- 
ments in support of his measure which read, in part, as follows: 
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Court oF APPEAL OF TRIESTE 
N. 20/51 nm ee 
IN THE NAME OF THE LAW 


The Court of Appeal of Trieste (Penal Department) on the instance of 
Ermenegilda Cerneechi, daughter of Angelo Cernecchi and Antonia Sirotich, 
born in Sovignacco di Pinguente on April 10, 1914, living in Trieste — Fabbri, 
assisted by Lawyer Latini; in which the petitioner is asking for rehabilitation 
from the following sentences: 

(1) Sentence dated March 24, 1936, of Trieste Penal Court (10 months 
in prison and 1200 lire fine for theft). 

(2) Sentence dated August 10, 1939, of Trieste Court of Appeal (8 months 
in prison and 800 lire fine for theft). 

Having examined all the acts relating to the legal proceedings, 

Having read the arangue of the public Prosecutor dated March 12, 1951, 
which recommended the petitioner be granted her request. 

Taken in due account the report of Counselor ZETTO, 

Whereas the period of time prescribed by the penal Code (Article 179) has been 
already fulfilled; whereas the convicted Ermenegilda Cernecchi from the first day 
she started her prison confinement for the major offence up to today has given 
effective and constant proof of good behaviour, and if she has not fulfilled the 
civil obligations related to the minor offence that occurred, because, with legal 
papers, she has proven not to be in a position to fulfill same; whereas the opponent 
party has forfeited any payment due by the defendant to the opponent party 
itself; whereas all the conditions requested by the Law do recur in this case; 

It is decided that the petitioner’s request be granted 


P. Q. M. 


Seen in the article 179 Penal Code and 597 and following articles of the code 
of Penal Procedure; on the conforming advice of the Public Prosecutor; 

It grants the named Ermenegilda Cernecchi rehabilitation requested and orders 
that the granting of such rehabilitation be recorded on the papers of the penal 
sentences inflicted on the defendant. 

This has been decided in Trieste, in the Counsel Chamber, on March 15, 1951 

Foraziati, Zerro, GNEZzDA, PorTapA, NACHICH 

The Chancellor: Sign—Terssier 

[Seal Reading “Court of Appeal of Trieste’’] For Legal Copy 

Trieste March 21, 1951 
The Chancellor 


Justice DEPARTMENT 
CENTRAL JUDICIAL ARCHIVES 
GENERAL CERTIFICATE 


Name: Ermenegilda Cernecchi 
Father’s name: Angelo Cernecchi 
Mother’s name: Antonia Sirotich 
Date of birth: April 10, 1914 
Place of birth: Sovignacco-Capodistria 
On the request of the petitioner herself, in order to obtain a passport, this Cen- 
tral Judicial Archive states that no penal record is recorded on Ermenegilda Cer- 
necchi. 
Rome—April 14, 1951 
Chief Secretary 
ARDONE (Signature of Ardone) 
[Seal reading ‘Justice Department’’] 
Justice Department 
Seen for the legalization of the signature of Mr. Ardone 
Rome—April 16, 1951 
[2 Seals reading ‘“‘Justice Department’’] 
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Tue Berurrz ScHoor or LANGUAGEs. 
Chicago, Ill., March 10, 1958 
To Whom It May Concern: 
The undersigned, Francis Meder, first having been duly sworn, deposes 
says: 
That the attached documents described as follows: 
Justice Department general certificate issued to Ermenegilda Cernecchj } 
the Justice Department, Central Judicial Archives, in Rome, dated April 14 
1951, and signed by the Chief Secretary, Ardone; 


a 


and 
Document re: Court of Appeal of Trieste issued for Ermenegilda (Cer. 
necchi for Legal Copy by the Court Of Appeal of Trieste, The Chancellor 
Sign—Tessier, in Trieste, and dated March 21, 1951, 
have been translated by the Italian Department, of the Berlitz School of Lan- 
guages, Chicago, Ill., and that said translations are true and accurate to the bes 
of his knowledge and belief. 
[SEAL] Francis MEpER, Office Manager 
Subscribed and sworn to before me on this the 10th day of March 1953 


Josepa F. Wisas, Notary Publi 
My commission expires November 30, 1953. 


Trinity EvaANGELICAL LUTHERAN CHURCH, 
(UnitED LuTHERAN CHURCH OF AMERICA), 
Everett, Wash., May 20, 1953 
Subject: Letter of recommendation for Bert I. Biedermann. 
To: Whom It May Concern. 

For about 12 years I have known Bert I. Biedermann, who is a member in goud 
standing of our Trinity Lutheran Church, Everett, Wash. Mr. Biedermann was 
baptized and confirmed in this church, and has been a faithful member ever since 
When he is home he always attends services and conducts himself in the manuer 
befitting a Christian gentleman. When he is away, serving in the United States 
Army, he never neglects or forgets his church. 

My knowledge of Mr. Biedermann enables me to say that he is an honest 
loyal, and dependable person; faithful to his God and church and an honorabl 
citizen. 

In any case, I should like to say, he would be accepted and desired in our 
company of associations. 

Sincerely, 
Rev. Epwin J. Jounson, Pasto 


ATLANTIDA (URuGuaAY), 24th June 1953 

GENTLEMEN: I shall tell you all the history of my past and I beg you to excuse 
me if I do not explain myself well for I am a poor writer. 

I shall start when I was a child of 6 years of age. As my parents were poor 
they had to go in search of work out of our native land taking with them three 
daughters of which I was the youngest. We went to live just a few minutes 
away from Pinguente to a large countryside in the Province of Pola, now Yugo- 
slavia. Here, at the age of 10 I started working among the most wealthy families 
for several hours a day with a pay of 12 lires per month. Then, as I increased in 
years my wages also increased; thus, at the age of 18 I was earning 30 lires per 
month. I would like to tell you one thing and this is strictly true: I suffered 
hunger during that life and I satisfied it with bread only because I was able to 
gain it alone, because my parents although working hard could not get enoug! 
to eat to satisfaction, because in Italy one works very much but earns very little 
Then one of my sisters went to work at Trieste and shortly after I wanted to 
follow her. And this was my ruin because while I was working near my parent: 
they taught me always the good and not the evil, Instead, finding myself far 
away and alone it was easy to make faults. 

In the city, I kept on working among rich families and was earning more than 
in the country, but, on the other hand, everything was more expensive. All went 
well up to the end of 1936. That year my father was operated on for stomac! 
ulcers and could not work for a long time and, in addition, had to pay the hospital 
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Naturally, he asked me to help but with what I was earning, 60 lires per month, 
ould make no economies. At that time I was working for a rich family and 
king advantage of the trust my employers had on me I stole a pair of earrings 

1 I sold to help my father. 

This was the first theft and I was condemned to 10 months in jail, but I did not 
spend a single day in prison for I was granted conditional liberty (parole) for 5 
vears of good conduct, but if within these 5 years I went wrong I had to fill the 
10 months plus the second penalty. It would have been much better if they had 
punished me the first time, because trying what jail is once, it would be very 
lificult to go Wrong again for one gets afraid. 

In 1939 working for a family I was earning 80 lires per month, and being my 

iployer a representative for clothing goods there was in the house many dresses, 
stockings, blouses, pullovers, and other things I do not remember now. As with 

y salary I could not buy all I needed I stole what I needed most, thinking that 
aving so much clothes they would not notice it; so I took some stockings, blouses, 
and pullovers and other things I do not recollect, but they were pieces of no great 
value. Of what I am sure is that [ handed back all my stealings, but my employer 
lid not want to pardon me and therefore accused me more than necessary. I can 
say in all sincerity that tne damages of both thefts were not over 1,000 lires. For 
he second theft I was condemned to 8 months of jail besides the previous 10, 
but I only discounted 8 months for in the meantime a general pardon was granted 
nd so I was graced for the first 10 months penalty. 

This is my story. I nope you gentlemen will have pity of me. 

From 1940 to 1951 I kept on working in Trieste, a short time in Genoa and a 

ort time I lived with my parents who then owned a piece of land and a small 

ise and so decided to stay with them. But then there was a change of govern- 
ent, first Titocominformist and then Titocommunist, and as my ideas were anti- 

Communist I had to run away from my country otherwise I would have been killed 

is so many thousands of persons were killed because they were anti-Communist. 

In 1951, after 11 years of good conduct I was rehabilitated by the Ministry of 
Pardons and Justice, of Rome, and by the Court of Appeal, of Trieste 


ERMENEGILDA BIEDERMANN. 


HEADQUARTERS DETACHMENT, 
744TH ORDNANCE BATTALION, 
447TH INFANTRY DrVISION, 
Fort Lewis, Wash., 10 March 1954. 
Hon. Jack WEsTLAND, 
House of Representatives, Washington, D. C. 

Dear Mr. WestLanp: Sir, I am writing this letter to you in an effort to give 
ou all of the information about my wife, Mrs. Ermenegilda V. Biedermann, and 

vself that I am able to; information about our past lives that you may not have, 
nformation to supplement that which you already have. 

Let me start from the time of my birth and go down through the years as they 
ave passed. I was born in Everett, Wash., at the Old Everett Hospital on the 
ith day of March 1916, the elder of two sons. At the time of my birth my parents, 
Mr. and Mrs. Harry L. Biedermann, resided in Index, Wash.; but shortly after- 
vard moved to Everett, Wash., taking up permanent residence in that city. 

I attended school in Everett, Wash., starting at the Washington Grade School 
when I was 6 years of age. Later I attended the North Junior High School, and 
then the Everett High Schoo] from which I graduated in the year 1934. 

\ll of my younger years were very happy and contented years; my mother 
and father were always so very very good to both my brother and myself; but 
f course strict to a degree just as all good parents are and for which I am most 
grateful. My father was a steam and refrigeration engineer always employed 
and consequently was able to do for his family generally more than the average 
family would be used to. My father has since passed away, in the vear 1946. | 
ave often thought to myse If, if I could only be as fine and good and wonderful a 
person as my father was I should ask nothing more in life. 

During my younger years when I attended school I always had odd jobs at which 
I would work, either in the morning, or the evening, or both; and on Saturdays. 
My first steady newspaper route for the Everett Morning News was at the age of 
| years. My mother and father did not fully approve of my working as I wished 
0 at such a young age; but did let me do it. 

Later on in years until I finished my schooling I did gardening work for various 
amilies in Everett, Wash. During the summer vacation months from school 





‘ 








6 MRS. BERT I. BIEDERMANN 


from the period 1930 to 1933, inclusive, I was employed by Dr. IL. W. Parsw, 


Everett, Wash., working at his place, later his home, at Intercity, Wash. ; as well q: 
doing the gardening work at his home in Everett, Wash. These years were th, 
depression years, and work, even spare time employment, was not too easy ; 
obtain. ; 

Nearly all my earnings from my work went into my savings account in ; 





bank. When I would attempt to pay board and room money to my mother ; 
father my mother and father would promptly place the money in my sayi; 
account for me instead of accepting it. , 

In the month of April 1934 I enlisted in the United States Army. I had a 
that time not graduated from high school; but did have more than enough credits 
to graduate; and had completed the required courses and more. In June of 1934 
I was given a 2-day pass from the unit which I was in at Fort Lewis, Wash. 4 
return to my hometown of Everett, Wash., to receive my graduation diploma at 
the graduation exercises held that year at the city armory. 

During my junior and senior vears in high school one of the subjects that | 
majored in was the electrical trade work. For a number of years during that 
period of time it had been my intention to obtain employment at the Puget Sou 
Navy Yard at Bremerton, Wash., as an apprentice in the electrical wor! 
continue on at that vard. However things do not always come as we would lik 
them to; I found before I first enlisted in the United States Army that it was 
virtually impossible to gain employment at the Puget Sound Navy Yard becaus 
they were taking on such a very limited number of apprentices. I did howe, 
take the required civil service examination for apprentice in the electrical wor 
and passed it quite well. 

The life in the Army did appeal to me when first I enlisted just as it does now 
and makes for a very good job with steady employment and a very definite futur 
however I was very dissatisfied with my small earnings, and though I was abl 
to place three-quarters (approximately $15) of my pay each month into my savings 
account, I felt that that was not enough saved, After nearly 2 years of service | 
asked for and received an honorable discharge by reason of purchase. 

After my first discharge from the United States Army I worked for the Robinson 
Manufacturing Co. in Everett, Wash. I worked there until shortly after t! 
start of World War IT, at which time I again enlisted in the United States Army 

In the vear 1937 I purchased a tract of 40 acres of uncleared land located 
approximatley 15 miles north of Everett, Wash., just off of Highway No. 99 
Now I had the start that I desired so much, a good piece of property. I worked 
on my property through the years during the time I was employed by the Robinsor 
Manufacturing Co. I would work one or the other of the two night shifts at the 
company; and then during the day I would be on my place working clearing land 
I did never live on my place, even after I was married in the year 1940, for ther 
was not enough cleared land to cultivate and make pay. 

In the month of July 1940 I married an Everett young lady. It is with great 
regret that I must state that this marriage did not turn out well, and in June of 
1942 final decree of divorce was granted. (See Inclosure 1.) There wer 
children as a result of this marriage. 

My wife and I actually lived together for 1 year in a rented apartment i 
Everett, Wash. One Saturday after working the day on my farm, I returned t 
our apartment in Everett to find a short note from my wife saying that she left 
Nothing more. I have never since saw my then wife from that day in the morning 
before I left for the country until the present. 

Two months later I learned the sad truth from very good friends, who ev 
then did not actually desire to inform me, that for more than 6 months during t 
1 year that my wife and I were living together married, my wife had been keeping 
continual company with another man; returning to our apartment when she knew 
I would not be working. 

At the time of the final decree of divorce I had already enlisted in the United 
States Army and was attending school at the Aberdeen Proving Ground, Aber- 
deen, Md. 

In the spring of 1941 I purchased an additional 10 acres of property, near! 
all of which was under cultivation, property adjoining the original tract of 40 
acres which I had purchased prior to our marriage. Prior to the divorce, throug! 
my attorney in Everett, Wash., my wife signed a quitclaim deed giving me com- 
plete title to all of the property which I had purchased to date; thus I was able 
to retain my farm, 

My mother and father wrote to me shortly after the final decree of divorce had 
been granted that my former wife had remarried just 3 days after the divorce 
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decree had become final, and to the young man with whom she had been keeping 
company during the time that we were married. 

In the year 1943 the organization which I wasin wassent to England. In England 
our organization was stationed in asmall village near Southampton, England. Dure 
ing the winter of 1943 and 1944 I met and became acquainted with an English young 

lady from a nearby village. The acquaintance and following courtship resulted 
in marriage between this young lady and myself. I left England with my organ- 
ization at the time ot the Normandy invasion in France to participate in the in- 
vasion; however, just prior to that date I asked permission of the Army to marry 
the young lady. That permission was granted in February of 1945; and in 
March, the following month, rest rotation leaves to England were started for the 
soldiers of the First Army, of which I was a part. I was given a leave and, with 
the permission to marry, the young lady and myself were married on the 13th of 
March 1945 in England. At that time my wite and I spent approximately 12 
davs together before my return to my organization which was then located in 
Belgium. 

I next saw my wife in England in October 1945 for a period of approximately 
10 or 11 days just prior to my return to the United States for discharge from the 
Army. At that time my wife seemed to have lost all interest in me. When we 
S poke of her coming to the United States to live after I had returned to my home 

snd work, she stated that she had no desire to come to the United States as my 
wife. A statement which came as a complete surprise to me. 

| returned to our United States; was discharged on the 18th of December 1945 
and returned to work for the Robinson Manufacturing Co. in Everett, Wash., or 
the following day, the 19th of December 1945. 

[ purchased lumber and building material for the construction of a home on 
my farm. After I had the plans completed for our home, and had laid a fine 
conerete and steel foundation for it I again received word from my wife that she 
would not come to the United States. 

I sold some of my building material and stored some at this time. In May of 

1946 I reenlisted in the United States Army for assignment in Europe. I arrived 
in Italy and was placed with an ordnance unit of the 88th Infantry Division 
located in northern Italy. In March of 1947 I was sent to the Free City of 
Trieste as one of the 5,000 United States soldiers to be stationed there together 
with a like number of British soldiers. During this period of time after returning 
to Europe I wrote to my wife on several occasions to join me where I was stationed. 
Yes, my wife would come; but in the end always there was some reason or excuse 
that she could not make it right then. This went on until June of 1948 when I 
finally was convinced in my own mind that she did not want me. At this time I 
started divorce proceedings. (Attached see inclosures 2 and 3.) Final decree 
of divorce was granted on the 7th day of March 1949. There was one child as a 
result of this marriage, born on the 19th of December 1945. The child, a son, has, 
and will continue to, receive support from me just as should until he becomes of 
age, 18 yearsold. My son lives in England with his mother. 

At the time of this divorce there was no question of my property due to the 
reason that I had signed the 50 acres of land over to my mother and father just 
before going Overseas in the year 1943. Only just re cently had I asked my mother 
to deed it back to me which she has done. 

I continued to stay on in the Free City or Trieste, the TRUST Command of 
the United States Army, after my divorce. My wife, Mrs. Ermenegilda V. 
Biedermann, formerly Miss Ermenegilda Vittoria Cernecca, and I met in Trieste 
in the month of March 1950. From the very beginning there was a very strong 
friendship between my wife and myself; which, as the weeks and months passed 
developed into a sincere, strong, and lasting love. Now, at last, after the heart- 
breaks I had suffered during two divorces I was to find that happiness which we 
all seek, 

Approximately 1 year later Miss Cernecca and myself announced our engage- 
ment to be married. I being a soldier in the United States Army required per- 
mission from military authorities to marry while serving in a foreign country 
That permission was never granted due to the fact that the United States consul 
in Genoa, Italy, could not grant permission for Miss Cernececa to enter the United 
States either before or after our marriage because Miss Cernecca could not qualify 
for entrance into the United States under the immigration laws of our country. 

The reason Miss Cernecca could not qualify for entrance into our United 
States was because in the year 1936 she took some clothes for herself to wear 
from the family in Trieste for whom she was working doing housework and cooking. 
A second offense of this same nature was committed by Miss Cernecca in the year 
1939. During this time Miss Cernecca was working doing housework and 
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cooking; but for a different family in Trieste than the family for whom she had 
worked for before. The total combined value of the clothing and wearing appare! 
taken by Miss Cernecca in both instances amounted to approximately $20 United 
States currency at the then rate of exchange between the American dollar anqd 
Italian lire. On both occasions Miss Cernecca returned the clothing and wearing 
apparel to its owner x 

For the first offense Miss Cernecca was punished by a trial and given a suspended 
sentence. For the second offense she was given a small fine and sentened to 
term in prison. Miss Cernecca had no money to pay the fine; and served only g 
very short period of time in prison before being pardoned and released from prison 
However; the fine was not suspended. Upon her release from prison Miss 
Cernecca went back to her work doing housework and cooking for a family jy 
Trieste. At this time Miss Cernecca paid her fine in full out of her earnings over a 
period of time. 

Miss Cernecca was born on the 10th day of April 1914 in the little village of 
Servegnacco in the Province of Pola in what is now Yugoslavia; but at that time 
was part of the old Austrian-Hungarian Empire; and later after the close of the 
First World War, was part of Italy. 

Miss Cernecea first came to Trieste to work doing housework and cooking for 
her aunt living in that city. At this time Miss Cernecca was 14 years of age 
A few years later her aunt passed away. At this time she went to work for a 
family in Trieste doing housework and cooking 

All during this period of time, during the 1930’s and the 1940’s, Miss Cernecca 
helped in supporting her mother and father living still in her home town of 
Servegnacco in the Province of Pola. Miss Cernecca told me of her past history 
shortly after we became acquainted with each other in March of 1950; she told 
me that she had taken clothes and wearing apparel for herself to wear from the 
two families for whom she had worked in the years 1936 and 1939, respectively, 
because she could not help support her mother and father and still have enough 
money from her earnings with which to purchase clothes for herself to wear 
Abo at that time her father was very badly in need of medical care, and with no 
money with which to obtain that care. 

{t has been and is my confirmed belief that had Miss Cernecca had her mother 
and her father with her in Trieste to guide and teach her the right from the 
wrong she would never have taken clothing and wearing apparel as she did upo: 
these two occasions. I know that she honestly believed in her own mind at that 
time that she was not actually committing a crime. Also during that period of 
time Miss Cerneeca acted under great stress. 

My tour of overseas duty in Trieste was completed in October of 1951 and 
I returned to the United States for further assignment. I had extended my 
overseas tour so that Miss Cernecca and I would be able to be together with eac! 
other in Trieste for as long a time as possible before my return to the United 
States. At the time of my return to the United States in October of 1951 I had 
been on that second tour of overseas duty for a period of nearly 544 years. My 
first tour of overseas duty being during the period 1943 to 1945. 

In May of 1952 Miss Cernecca was given an immigration visa for entrance t 
Paraguay, South America, from Trieste. After remaining in Paraguay a short 
period of time Miss Cernececa was given permission to enter Uruguay, South 
America, for the purpose of our marriage and then remaining in Uruguay to liv 
with and work for her aunt and uncle on their farm just outside of Montevideo, 
Uruguay. Miss Cernecea and I were married in Montevideo, Uruguay, on th 
8th day of September of 1952. Our marriage was certified to by the United 
States vice consul in Montevideo, and duly recorded at the American Embass 
there. 

On our wedding day and the day following my wife and I made out the form 
for petition for issueance of immigration visa for entrance into the United Stat 
for my wife. This entrance visa was not given due to the fact that my wife had 
been convicted of theft which I have stated above in this letter. 

At the present time my wife is still living with and working for her aunt and 
uncle, Mr. and Mrs. Sirotich, whose address is Estacion Atlantida, Canelon 
(Montevideo), Uruguay, South America, My wife has been virtually assured 
that she will be given permanent residence and may later become a citizen 0 
Uruguay in the event that our United States does not grant her permission to 
enter our country. My wife each month receives her family allotment check 
from the Finance Department of the United States Army. She is able to save 
most of the money each month due to the fact that she is very saving and wishes 
to help me save for the nice new home that we plan to build on our farm here 
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\Jso working for her aunt and uncle more than compensates for her room and 
ard at their home. 

\fter my return to the United States from the TRUST Command in October 
f 1951 I was stationed at Fort Lewis, Wash. I remained at Fort Lewis, with 
he exception of the period spent on furlough in Uruguay, South America, in the 
late summer of 1952 at which time my wife and I were married, until October 

)52 when I departed for the Korean theater of operations. I was in Headquarters 
Battery of the 31st Field Artillery Battalion, 7th Infantry Division, during the 
neriod I was in Korea. I remained in Korea until November 1953, and am again 
stationed at Fort Lewis, Wash. 

Just recently, last October, while I was still in Korea, I received word that an 
s-acre piece of property adjoining my wife’s and my property in the country 

vas for sale. I knew this property to be good ground, even though the land was 
not cleared and was covered with trees. I would liked to have been able to 

irchase it, but felt that my bank accounts were so low thet I had best not 
| wrote to my wife of the property; giving her the address of the family desiring 
to sell; and after correspondence between my wife and the persons desiring to 
sell, ny wife sent them a bank draft for the purchase price of the property thus 

urechasing the property. Enclosed (enclosure 4) is 2 photostatie copy of the 
jeed for the sale of this property to my wife and myself. 

Since the spring of the year 1951 to the present date I have spent a little more 

$12,000 as indirect and direct results of my efforts in trying to obtain 
entrance for my wife into our United States and in our being able to marry. 
[This accounts for the reason why I am able to show so little in my savings 
iccounts at this time and have just a small amount in savings bonds 

At the present time I have just a little less than 7 vears more to serve in the 
United States Army before becoming eligible for retirement upon the completion 

f 20 years’ service. It is the plan of my wife and myself to live on oar farm at 
it time; it shall be our home for the remaining years of our lives 

I have left the important statement until the last It is this: Both my wife 
nd myself he.ve been raised within the church soth of us have attended: First, 
ur respective sunday schools as far back as we are able to remember, later 
ining our respective churches, end attending church services regulerly always 
regardless of the location of our residences at the time. 

My wife was raised a Roman Catholic. My wife plans to join my faith as soon 
as we are together here in our United States. It would hurt my wife’s aunt and 
nele if my wife would drop out of her church at this time to join a Lutheran 
church in Montevideo in view of the fact that my wife’s aunt and uncle and family 
are of the Catholic faith, and one of my wife’s first cousins is a Catholic Priest in 
Montevideo. 

My faith is the Lutheran faith. During the period I was courting my wife we 
attended her church regularly together in Trieste. Our Lord has truly been good 
to both of us, bringing us together, making it possible for us to marry and become 
one; giving us such great happiness, contentment, and well being in knowing that 
we have each other and each others love. For this we are infinitely thankful and 
grateful to Our Father in Heaven. 

Sir, in closing let me again thank you and your staff in behalf of my wife, 
Ermenegilda, and myself for all that which you have done and are doing in your 
efforts toward making it possible for my wife to be given permission to come to 
me here in our wonderful United States; to be given the opportunity to live here 
together as citizens of the finest, most wonderful country on earth. 

Most respectfully, 
Bert I. BreEDERMANN 


Upon consideration of all the facts in this case, the committee is of 
the opinion that H. R. 4869, as amended, should be enacted and 
accordingly recommends that the bill do pass. 
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MARGARETE HOHMANN SPRINGER 


\farcu 29, 1954.—Committed to the Committee of the Whole House and ordered 
to be printed 


Mr. Wauter, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany H. R. 5265] 


The Committee on the Judiciary, to whom was referred the bill 
H. R. 5265) for the relief of Margarete Hohmann Springer, having 
considered the same, report favorably thereon without amendment 
and recommend that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of this bill is to waive one exclusion clause of our immi- 
gration laws, concerning the commission of a crime involving moral 
turpitude, in behalf of the wife of a United States citizen serviceman. 


GENERAL INFORMATION 


The pertinent facts in this case are contained in a letter from the 
Commissioner, Immigration and Naturalization Service, dated Decem- 
ber 24, 1953, to the chairman of the Committee on the Judiciary. 
The said letter and accompanying memorandum read as follows: 


DEPARTMENT OF JUSTICE, 
IMMIGRATION AND NATURALIZATION SERVICE, 
December 24, 1958. 
Hon. Coauncey W. RzeEp, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D. C. 


Dear Mr. CuHatrMan: In response to your request of the Department of 
Justice for a report relative to the bill (H. R. 5265) for the relief of Margarete 
Hohmann Springer, there is annexed a memorandum of information concerning 
the beneficiary. This memorandum has been prepared from the Immigration 
and Naturalization Service files relating to the beneficiary by the Miami, Fla., 
office of this Service, which has eustody of those files. 

lhe bill would provide that the beneficiary be admitted to the United States 
notwithstanding the provisions of section 212 (a) (9) of the Immigration and 
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Nationality Act, if otherwise admissible under the provisions of that act. Thi 
section relates to a ground for exclusion for persons who have been convicted 
of, or who have admitted the commission of, a crime involving moral turpitud 
The bill further provides that this exemption shall apply only to a ground fo, 
exclusion of which the Department of State or the Department of Justice ha, 
knowledge prior to the enactment of this act. 
Sincerely, 
A. R. Mackey, Commission 


MEMORANDUM OF INFORMATION FROM IMMIGRATION AND NATURALIZATIO 
Service Fires RE MarRGARETE HOHMANN SPRINGER, BENEFICIARY or H 
5265 


The alien, Margarete Hohmann Springer, a native and citizen of Gern 
was born October 19, 1930. She has never been in the United States. She 
married in Germany on November 3, 1952, to 8S. Sgt. Howard Joseph Sprit 
a citizen of the United States. 

Information concerning the beneficiary was furnished by Staff Sergeant Springer 
He also stated that when the alien applied for an immigration visa to the America 
consul in Germany she was refused the visa because German police records showed 
that she had submitted to an abortion. Sergeant Springer explained that 
wife had become pregnant during their premartial relationship, and had submitted 
to an abortion at his insistence. Subsequent to their marriage a child was bor 
on May 30, 1953, in Germany, and presently resides with the alien. 

Sergeant Springer was born. April 19, 1926, in Schenectady, N. Y., and has 
junior high school education. He served for 2 years in the Pacific theater wit 
the United States Army during World War II, and reenlisted in the United Stat: 
Army in November of 1949, serving with the United States Armed Forces j 
Germany, where he met and subsequently married the beneficiary. Sergeant 
Springer is presently stationed with the 204th Medical Battalion Clearing Com- 
pany, Camp Rucker, Ala. Sergeant Springer presently receives base pay of 
$137 per month and his wife and child receive an allotment of $100 per month 

Mr. Louis Delmont Springer, 321 West Flora Street, Stockton, Calif., father 
of Sergeant Springer, verified the information concerning Sergeant Springer’s 
birth in the United States and his military service rec ord. He further stated 
that during the interval hetween Sergeant Springer’s discharge from military 
service at the end of World War II ool subsequent reenlistment in the Army ir 
1949, Sergeant Springer had been employed in Schenectady, N. Y., with the 
United States Postel Department. 





Representative Johnson, of California, the author of this bill, 
appeared before a subcommittee of the Committee on the Judiciary 
and testified in support. of this bill, as follows: 


STATEMENT OF Hon. LEROY JOHNSON BEFORE IMMIGRATION SuBCOMMITTEE 
IN Support or H. R. 5265 


During his tour of duty in Germany, Cpl. Howard J. Springer met Margaret: 
Hohmann. After a short courtship, they requested permission to marry. But 
under the Army regulations, an enlisted man is prohibited from marrying a 
German national until 3 months prior to end of term of service in Germany. 

In the meantime, Miss Hohmann became pregnant. Because they did not 
feel they could support the child and the fact that the Army would not permit 
them to marry, they decided on an abortion. Later the physician was arrested 
and the young lady’s name was discovered in his record. She was summoned t« 
court, tried, found guilty, and fined 200 marks. 

Subsequently, they were married and are the parents of a daughter. The 
husband is now stationed in the United States, but the beneficiary and child are 
still in Germany. 

Because of this previous record of arrest, the now Mrs. Springer cannot enter 
the United States under the Immigration and Naturalization Act, Believing the 
young lady to be of good moral character, which is confirmed in affidavits on file, 
I introduced a private bill in her behalf. In addition, I know the parents of 
Springer and they are considered to be upright citizens of their community 
They are anxiously awaiting the moment when they may be able to welcome their 
daughter-in-law and granddaughter into their home. 
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Springer has indicated his sincerity and is anxious to have his family with him 
n order that a proper home may be maintained. I feel confident that this is a 
marriage that will survive all obstacles in the future and therefore appeal to you to 
favorably act on my bill in order that this young couple may lead a normal married 


e 


In addition, Mr. Johnson submitted the following documents in 
support of his bill: 


OFFICE OF THE CouNTY CouRT, 
Schwab. Hall, December 22, 1952 


\gainst Margaret Hohmann, at Schwab. Hall-Hessental Bahnkof Street 
No. 129 by Kohler) 


SUMMONS 


\ction against Maria & Rudi Zah, because of criminal action against paragraph 
218 of the German Penal Code. 

[The county court of Frankfurt/Main summons you to appear as a witness. 

Therefore you are ordered by the county court to appear on Monday, the 29th 
of December 1952, 8:15 o’clock, before the county court at Sehwab. Hall, room 6. 

\ecording to law a person summoned to be a witness will be punished according 
to law unless due cause is given for nonappearance; you can be forced to appear. 

In case you change your residence or that you would start a journey or intend 
to do it before the day of appearance, you are ordered to inform this office with 

uur new address, using the above number and case reference. Otherwise you 
annot figure on reimbursement for travel money. 

If you do not receive a notification of cancellation of appearance date you will 
have to appear. 

INSPECTOR OF JUSTICE, 
County Clerk. 


County Court, 
Frankfurt(M)-Hochst, April 18, 1952. 


JUDGMENT AND PENALTY 


The district attorney accuses you that in June 1951 at Frankfurt Main that you 
caused a William Weber to perform an abortion on you. Thereby breaking law 
No. 218 of the Penal Code. 

\s proof, your own admission. 

Your sentence is a fine of 200 German marks in lieu of a jail sentence of 40 days. 
\t the same time you are charged with the cost of the suit. 

This sentence becomes effective within 1 week unless you enter a protest with 
the office of this county court. Fine and fees in the amount of 210 German 
marks, payable within 1 week following the legality of this document with the 
cashier of this county court of Frankfurt a. Main. 

If vou file a protest, fee and cost of this action will not become payable until 


after the new action has taken place. 
Hopp, Judge of the County Court. 


[Seal] County Clerk of the County Court. 

Fine, 200 German marks; fee, 10 German marks; total, 210 German marks. 

In the police records only judgments and decisions are recorded. Police records 
do not give a verdict about the reputation or the general behavior of the person. 
Also, the police record does not give any information about the affiliation or/and 
nonaffiliation according to the law of abolishment or release of national socialism 
and militarism, 

POLICE RECORD! 


Mrs. Margarete Springer, born Hohmann, residing at Schwabish Hall-Hessental, 
Saarweg 493, born on the 19th day of October 1930 in Frankfurt/Main made out 
for the American Consul at Muchen 





' If the person is living abroad or if this police record can be made out only for a certain time, we have to 
add for the time from to - 














MARGARETE HOHMANN SPRINGER 


Made out for 


The records of the undersigned authority contain the following rec 
mendations: 


On April 18, 1952 she was sentenced by the county court of Frankfurt/Mgj, 


Hochst-Ho Bs 1317/52 because of criminal action against life according to ; 


sentence of 40 days in jail 


OFFICE OF THE Mayor, 


Office for Law and Order (Sheriff's Off 
Official Seal of the county seat of Schwabisch Hall. 
No charge for emigrants. 





[Translation] 
CERTIFICATE OF Goop ConpvucT 


Mrs. Margarete Springer, nee Hohmann, registered with the police at Schwa 
bisch Hall-Hessental, Saarweg 493, born on October 19, 1930, at Frankfurt/M: 
is herewith certified for the purpose of presentation to an American office: 

Police records contain the following entries: 

(1) Sentenced to 200 DM instead of an incurred jail sentence of 40 days | 


local court Frankfurt-Hoechst No. 1317/52 for crime against life according to para- 


graph 218, Criminal Code, on April 18, 1952. 
Schwaebisch Hall, July 15, 1953. 


BUERGERMEISTER OFFICE, 
Office for Public Ord: 
Signature ———— 


Stamp: Kreis Town 
Schw. Hall. 
Free of charge for emigration. 
Certified true translation. 
H. TEeEp, 
Military Civil Affairs Office 
Schwabisch Hall 





[{Translation] 


Information from the criminal record of the public prosecutor at Frankfurt 


Main. 


Last name: Hohmann, First name: Margarete. 
Date of birth: Day: 19. Month: 10. Year: 1930. 
Community: Frankfurt/Main. Jurisdiction of court: Frankfurt/Main. 
Family status: Married. 
Last and first name of husband: Springer. 
Last and first name of father: Alois Hohmann. 

Angelika Herget. 
Profession: Housewife. 
Residence: Schw. Hall. 
Citizenship: German. 
The following sentence is entered in the criminal record: Running No.: 1. Date 
April 18, 1952. Remarks: By sentence issued by the local court Frankfurt/ Mair 
Hoechst Ref. No. 1317/52 for crime against life according to par. 218, Crimina 
Code, to a fine of 200 DM instead of an incurred jail sentence of 40 days. 
Frankfurt/Main, January 14, 1953. Public Prosecutor at the local court. 

The criminal recorder, central criminal record file since August 1, 1945 


Last stay of Hessental residence: 493 Saarweg. 


Signature 
Stamp: Public prosecutor at local court Frankfurt/Main. 
True copy: Schw. Hall, July 15, 1953. 
Buergermeister Office, Office for Public Order. 
Stamp: Kreis Town Schw. Hall. 
Miurrary Crvin Arrarrs Orricre, Scawasiscn HALL. 
True certified translation. Schw. Hall, July 15, 1953. 
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MARGARETE HOHMANN SPRINGER 





CLEARING Company, 204TH MepicaL BaTrration, 
Camp Rucker, Ala., July 27, 1958. 


CERTIFICATE 


[ have known Cpl. Howard Springer, RA42167328, Clearing Company 204th 
Medical Battalion, since May 15, 1953. During this time I have found Corporal 
Springer’s character and morale standards to be of a very high nature and above 
reproach. Corporal Springer has always performed his duty in a diligent and 
excellent manner, and has never had to appear before me for any type of dis- 
ciplinary action. It is an easy task for me to rate this man excellent in character 
an 1 efficiency. 

Henry H. Gaskins, 
Ist Lt, MSC, Commanding. 





HEADQUARTERS 204TH MEDICAL BATTALION, 
477TH INFANTRY DIVISION, 
Camp Rucker, Ala., July 27, 1953. 
Subject: Letter of recommendation. 
To: Whom it may concern. 

I have known Cpl. Howard Springer for some time and believe that he is a man 
of the highest caliber of moral standards, honesty, and integrity. He is an 
excellent soldier, performing his duties with efficiency and dispatch. 

He is a man that any commanding officer is proud to have in his organization. 

Cuarues A, KELLEY, 
1st Lt., MSC, S—3, 204th Medical Battalion. 





HEADQUARTERS 204TH MEDICAL BATTALION, 
477TH INFANTRY Division, 
Camp Rucker, Ala., July 27, 1958. 
Subject: Letter of recommendation. 
To: Whom it may concern. 

I have served with Cpl. Howard Springer for the past 9 months. It gives me 
great pleasure to write a letter of commendation for him. He is a man of the 
highest caliber of moral standards, and is characterized by integrity and 
straightforwardness. 

Working with this man in the battalion has been a distinct pleasure, because 
he is dependable and accomplishes any job assignment with a minimum of 
supervision. 

CHALMERS ARCHER, JR., 
SFC, AMS, Sergeant Major. 


Upon consideration of all the facts in this case, the committee is of 
the opinion that H. R. 5265, should be enacted and accordingly 
recommends that the bill do pass. 


O 
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EVA GYORI 


Marcu 29, 1954.—Committed to the Committee of the Whole House and*ordered 
to be printed 


\liss THompson of Michigan, from the Committee on the Judiciary, 
submitted the following 


REPORT 
[To accompany H. R. 5355) 


The Committee on the Judiciary to whom was referred the bill 
H. R. 5355) for the relief of Eva Gvori, having considered the same, 
report favorably thereon without amendment and recommend that 
the bill do pass. 

PURPOSE OF THE BILL 


The purpose of this bill is to grant the status of permanent residence 
in the United States to Eva Gyori, a native and citizen of Hungary. 
The bill also provides for the payment of the required visa fee and for 
and appropriate quota deduction. 


GENERAL INFORMATION 


The pertinent facts in this case are contained in a letter, dated 
December 4, 1953, to the chairman, Committee on the Judiciary, 
from the Commissioner of the Immigration and Naturalization 
Service. The said letter, and accompanying memorandum reads as 
follows: 

DEPARTMENT OF JUSTICE, 
IMMIGRATION AND NATURALIZATION SERVICE, 
December 4, 1953 
Hon. Cuauncey W. ReEeEp, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D. C. 

Dear Mr. CuatrMAN: In response to your request of the Department of Justice 
for a report relative to the bill (H. R. 5355) for the relief of Eva Gyori, there is 
annexed a memorandum of information from the Immigration and Naturalizatio 
Service files concerning the beneficiary. 
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2 EVA GYORI 


The bill would grant the alien permanent residence in the United States upor 
payment of the required visa fee. It would also direct that one number jy 
deducted from the appropriate immigration quota. 

The alien is chargeable to the quota of Hungary. 

Sincerely, 
A. R. Mackey, 


Acting Commissioner 


MEMORANDUM OF INFORMATION FROM IMMIGRATION AND NATURALIZATION 
Service Fires Re Eva Gyort, BENEFiIctIARY oF H. R. 5355 


The alien, Eva Gyori, a native and citizen of Hungary, was born on Apri] 7 
1927. She entered the United States at the port of New York on September 2 
1952, when she was admitted as an exchange student under provisions of sectio 
201, Public Law 402, to serve an internship at Garfield Hospital, Washingto, 
D. C., until September 238, 1953. The alien has not departed and is subject to 
deportation proceedings. 

Dr. Gyori testified that she would finish her internship at Garfield Hospital 
Washington, D. C., in September 1953. She further stated that on or about 
November 1, 1958, she would accept a position with the Armed Forces Institute 
of Pathology. Prior to coming to the United States, Dr. Gyori attended thy 
Medical School at the University of Zurich, Switzerland. 

Dr. Gyori, as an intern at Garfield Memorial Hospital, received $130 per 
month with room and board. Her parents are citizens and residents of Hungary 


Representative Wilson of California, the author of this bill, ap- 
peared before a subcommittee of the Committee on the Judiciary and 
testified in support of his measure, as follows: 


Dr. Gyori is a physician and was born at Budapest, Hungary on April 7,1927 
Enclosed herewith is a birth certificate with official translation from the Librar 
of Congress. Dr. Gyori graduated from the University of Zurich, Switzerland 
and subsequently in 1952, as an international refugee was admitted to this countr 
on an exchange visa pursuant to the Smith-Mundt Act and served an internship 
of 1 year at Garfield Hospital. She came to this country at her own expense and 
there has been no expenditure by the Government of the United States in her 
behalf. 

Dr. Gyori completed her internship at Garfield Memorial Hospital and is cur- 
rently the holder of a 1-year fellowship, granted from the United Cerebral Pals 
Association, administered through the Registry of Neuropathology which is a 
part of the American Registry of Pathology. She is currently working at t! 
Armed Forces Institute of Pathology in the Section of Neuropathology and | 
enclose herewith a letter from Gen. Albert DeCoursey, Brigidier General, Medical 
Corps, United States Army, director of the Armed Forces Institute of Pathology 

Dr. Gvori’s grades from college and the substantial letters of recommendatior 
attest to her high degree of proficiency and are indicative of the scientific contri- 
bution she is in a pocition to make to this country, if granted permanent residence 

It is, therefore, respectfully requested that favorable action be taken on H. R 
5355. 

Mr. Wilson also submitted the following letters in support of his 
bill: 

GARFIELD MemoriaL Hospirat, 
Washington 1, D. C., May 18, 195 
To Whom It May Concern: 

This is to certity that Dr. Eva Gyori is serving an internship at this hospita 
her period of appointment extending from September 26, 1952 through September 
25, 1953. 

In all of her connections, both professionally and otherwise, Dr. Gyori’s services 
have been satistactory. Reports from the medical staff indicate that her technical 
and theoretical knowledge are very good. She cooperates well with other 
possesses a pleasant personality and her reputation and moral character are 


beyond reproach. 
Very truly yours, 


L. G. SCHMELZER, Administrator 
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EVA GYORI 


ARMED Forces INsTITUTE OF PATHOLOGY, 
Washington 25, D. C., March 1, 1964. 
Hon. CaauncEY W. REEp, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington 25, D. C. 


Dear Mr, Resp: This is to advise that Dr. Eva Gyori has been working at the 
{rmed Forces Institute of Pathology in the Section of Neuropathology since 
November 1, 1953. She holds a 1-year fellowship grant from the United Cerebral 
Palsy Association, administered through the Registry of Neuropathology which 
is a part of the American Registry of Pathology. 

According to Dr. Webb Haymaker, under whose supervision Dr. Gyori works, 
Dr. Gyori has been highly satisfactory in every way. She cooperates with all of 
her colleagues here, and has a sharp mind and excellent scientific judgment. He 
feels that she would make an excellent citizen of the United States. 

Dr. Gyori’s special knowledge and training in the field of neuropathology is 
much needed in the realm of medicine in this country. 

Dr. Gyori entered the United States on an International Refugee Organization 
visa and exchange visitor’s visa. She has made intensive efforts to become a 
citizen, 

Sincerely yours, 
EvBert DeCoursey, 
Brigadier General, Medical Corps, United States Army, The Director. 


ARMED Forces INstTITUTE OF PATHOLOGY, 
Washington 25, D. C., March 2, 1954. 
Hon. CHAUNCEY REED, 
Chairman, Judiciary Committee, 
House of Representatives, Washington, D. C. 

DeaR Mr. R¥eEp: This letter is being directed to you in response to the re- 
quest of Hon. Bob Wilson, Representative from California, with regard to 
Dr. Eva Gyori about whom private legislation is currently pending before the 
Judiciary Committee to provide relief for Dr. Gyori. 

During the past 4 months Dr. Gyori has been here in the Armed Forces Institute 
of Pathology in the Section of Neuropathology under my direction. She has a 
l-year’s fellowship with the United Cerebral Palsy Associations, Inc., which is 
administered through the American Registry of Pathology. I feel highly for- 
tunate in having Dr. Gyori in the section because she not only has a pleasant 
disposition, and thus fits in unusually well in the group, but because of her scien- 
tific acumen and excellent background through which she can carry on much of 
her work more or less independently. I share the opinion of others here that she 
is a first-rate person. 

Your serious and favorable consideration of the pending legislation will be 
appreciated and will serve a humanitarian purpose. 

Sincerely yours, 
Wess HayMaker, M. D., 
Chief, Neuropathology Section. 


Upon consideration of all the facts in this case, the committee is 
of the opinion that H. R. 5355, should be enacted and accordingly 
recommends that the bill do pass. 
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HATSUKO KUNIYOSHI DILLON 


99 1954 Committed to the Committee of the Whole House and ordered 


to be print d 


Hypr, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany H. R. 5578] 


The Committee on the Judiciary to whom was referred the bill 
H. R. 5578) for the relief of Hatsuko Kunivoshi Dillon, having 
considered the same, report favorably thereon with amendment and 
recommend that the bill do pass. 

The amendment is as follows: 

On page 1, line 7, after the words “‘visa fee’’ change the period to 
a colon and insert the following: 


Provided, That a suitable and proper bond or undertaking, approved by the 
\ttorney General, be deposited as prescribed by section 213 of the said Act. 


PURPOSE OF THE BILL 


The purpose of this bill is to grant the status of permanent residence 
in the United States to Hatsuko Kuniyoshi Dillon, a native and 
citizen of Japan, who is the wife of an honorably discharged United 
States citizen veteran. 

The bill has been amended in accordance with established 
precedents. 

GENERAL INFORMATION 


The pertinent facts in this case are contained in a letter from the 
Acting Commissioner, Immigration and Naturalization Service, 
dated December 2, 1953, to the chairman of the Committee on the 
Judiciary. The said letter, and accompanying memorandum, reads 
as follows: 
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2 HATSUKO KUNIYOSHI DILLON 


DEPARTMENT OF JUSTICE, 
IMMIGRATION AND NATURALIZATIO? 
December 2 19S 
Hon. Cuauncey W. REEp, 
( hairman, Committee on the Judiciary, 
House of Representatives, Washington 25, D. C. 


Dear Mr. CuHarrMan: In response to your request of the Depart 
Justice for a report relative to the bill (H. R. 5578) for the relief of 
Kuniyoshi Dillon, there is attached a memorandum of information co 
the beneficiary. This memorandum has been prepared from the Imn 
and Naturalization Service files relating to the beneficiary by the Buffa 
office of this Service, which has custody of those files. 

The bill would grant the alien permanent residence in the United States 
payment of the required visa fee. It would also direct that one 
deducted from the appropriate immigration quota. 

Mrs. Dillon, because of her marriage to a United States citizen, is entit|. 
nonquota status in the issuance of an immigrant visa under section 101 

A) of the Immigration and Nationality Act. 
Sincerely, 


B. G. HaBRERTO 
Acting Commi 


MEMORANDUM OF INFORMATION FROM IMMIGRATION and Natura 
Service Fires Re Harsuxo Kunryosur Ditton, Benericrary or H. | 


Hatsuko Kuniyoshi Dillon, a native and citizen of Japan, was born on D 
13, 1929. She entered the United States at the port of Seattle, Wash., 
1952, when she was admitted under the ninth proviso, as a visitor for 
treatment under $1,000 bond. The beneficiary’s period of authorized 
pired on February 15, 1953. She has not departed and is subject to dep 
proceedings 

Mrs. Dillon married her husband, Harry Dillon, in Yokohama, Japan, 
1947 under the Shinto rites of the Japanese people. However, it was 
nized as Ie marriage until it was validated on April 28, 1952 L, 
when marriages to Japanese nationals were permitted by law, Sergeant D 
returned to Japan from Korea to validate his marriage to the beneficiar 
required routine physical examination revealed that the beneficiary had 
culosis Her admission under the 9th proviso on June 6, 1952, was authori 
she proceeded to Richland Hospital, Mansfield, Ohio, r treatment 
beneficiary was discharged from that hospital December 15, 1952. SI 
with her husband, Harry J. Dillon, and her infant United States citize1 
105 Sturges Avenue, Mansfield, Ohio. 

Harry J. Dillon, husband and sponsor of the beneficiary, served as a 














tnt 


soldier for more than 46 months oversea He was honorably discharged 
presently employed at the Westinghouse Electric Co., Mansfield, Ohio, 
of S89 per week. 
Representative McGregor, the author of this bill, submitted 
following letter in support of his measure: 
CONGRESS OF THE UNITED STATES, 


Housse oF REPRESENTATI\ 


Washingt ] ( oO re 
I Hf. I 55TS ( f Hatsuko Kur oshi Dillo1 
Hon. CHat EY W. REED 
( irman, Cor ittee on th ( “ry 
House of Representatives, Washington, D. C. 
Dear Cotiteacve: The attached bill was introduced bv me on June 
relief of the constituent above captioned. I am writing in the hope 


request departmental reports and give consideration to this legislation 


ear possible time as I sincerely feel this case is most deserving 
‘ 





Harry Dillon, husband of the above captioned person, was an America 
stationed overseas more than 46 months with 13 months in Korea He 


is having been wounded and decorated several tim 





ot Many campaig 

bravey in action, 
He arrived in Yokohama, Japan in January 1947. In July of that 

married Miss Hatsuko Kuniyoshi, a Japanese national, under the Shint 





HATSUKO KUNIYOSHI DILLON 


f the Japanese people However, it was not recognized as a Jegal marriage. In 
August, 1950, he was sent to Korea where he spent 13 months. He was up for 
tation to the Zone of the Interior and was granted a 90-day ‘‘detached service”’ 
tatus in order to be remarried by the American consui. Of that 90 days, he was 
wed 60 days and then returned to the Zone of the Interior. During his service 
Korea, his wife gave birth to a son and during that period became afflicted 

h tuberculosis, which prevented legalizing of their marriage. 

authorities interpreted for me the statute requiring all marriages to 

‘se nationals which had been performed by local authorities to be validated 
March 18, 1952. This applied to Sergeant First Class Dillon’s case and 

ist him, The Adjutant General made every effort to assist him in returning 

un to validate the marriage, but he reached his destination 1 day too late. 

fore, the Commander in Chief, Far East Command, cooperated in validating 
arriage along with the American consul and all other Government authorities 
erned. Sergeant First Class Dillon had made all necessary applications to 
iave his marriage validated and it had been no fault of his that this was not 
ymplished. His marriage was validated and his wife was admitted for medical 

rposes under the 9th proviso to section 3 of the Immigration Act of 1917 

Mrs. Dillon was admitted to Richland Hospital in Mansfield, Ohio, immediately 

fier entering the United States. She was pronounced cured some months ago 

i then requested permission to file Form I—133 with the Immigration and 
\aturalization Service for permanent residence. She has been denied the privilege 

ving considered for a change in status since she has not been cured for more 

in 1 vear. 

[ wish to point out that this young couple has been married since 1947. They 
experienced long periods of separation. They have a fine healthy son, now an 
(merican citizen, and are enjoying a happy married life. I sincerely feel an 

soldier who has given so much service to his country should be accorded this 
rivilege and that is why I introduced H. R. 5578. 

[ again respectfully ask early consideration be given this bill and assure you 

* cooperation will be appreciated. 

Respectfully yours, 
J. Harry McGrecor, Member of Congress. 


Upon consideration of all the facts in this case, the committee is of 
the opinion that H. R. 5578, as amended, should be enacted and 
accordingly recommends that the bill do pass. 
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MICHAEL K. KAPRIELYAN 


Committed to the Committee of the Whole House and ordered 


to be printed 


Mr. GranaM, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany H. R. 5820] 


The Committee on the Judiciary, to whom was referred the bill 
H. R. 5820) for the relief of Michael K. Kaprielyan, having considered 
the same, report favorably thereon without amendment and recom- 
mend that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of this bill is to grant the status of permanent residence 
in the United States to Michael K. Kaprielyan, a native and citizen 
of Turkey. The bill also provides for the payment of the required 
visa fee and for the appropriate quota deduction. 


GENERAL INFORMATION 


The pertinent facts in this case are contained in a letter, dated 
January 7, 1954, from the Commissioner, Immigration and Naturalli- 
zation Service, to the chairman of the Committee on the Judiciary. 
The said letter, and accompanying memorandum, reads as follows: 


DEPARTMENT OF JUSTICE, 
IMMIGRATION AND NATURALIZATION SERVICE, 
January 7, 1954. 
Hon. Cuauncey W. Reep, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington 25, D. C. 
_ Dear Mr, Cuatrman: In response to your request of the Department of Justice 
lor a report relative to the bill (H. R. 5820) for the relief of Michael K. Kaprielyan, 
there is attached a memorandum of information concerning the beneficiary. This 
memorandum has been prepared from the Immigration and Naturalization Service 
pn relating to the beneficiary by the Chicago, IIl., office, which has custody of 
those files, 
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2 MICHAEL K. KAPRIELYAN 


The bill would grant the beneficiary permanent residence in the United s 
upon payment of the required visa fee. 

As a quota immigrant the beneficiary would be chargeable to the 
Turkey. 


Sincerely, 


A. R. Mackey 


( ‘omm i 


MEMORANDUM OF INFORMATION FROM IMMIGRATION AND NaTvuRAtrzay 
SERVIC Fines CONCERNING MicHaEL K. KaApRIELYAN, BENEFK 
H. R 5820 


The beneficiary, Michael K. Kaprielyan, is a 43-year-old native and « 
Turkey, who last resided abroad in his native country. He entered the (; 
States on December 11, 1948 as a visitor for business for a period or 3 n 
He received extensions of his stay, the last of which expired February 10, 195) 
In May of 1950, he submitted to deportation proceedings for the purp 
applying for suspension of deportation, basing such application on his marrigg 
to a United States citizen, who was also his first cousin. Hewas accorded a hear 
in deportation proceedings on December 9, 1952, and as a result an order 


entered granting him the privilege of voluntary departure. An appeal 
order was dismissed by the Board of Immigration Appeals on May 21, 1953 
he was granted until August 10, 1953 to effect his departure. A visa petiti 


behalf of the beneficiary for classification of quota immigrant whose services ar 
needed urgently in the United States (see, 204 (b)) was submitted by She; 
Williams Paint Co. in Chicago on September 30, 1953. This petition is per 
The beneficiary is emploved as an analytical chemist by Sherwin Will 
Paint Co. at an average salary of $350 per month. His marriage to Rose ] 
hasen was dissolved by divorcee in 1950. His mother, three sisters and a bri 
reside in Turkey. Two aunts and several cousins reside in this country 


The committee files also contain the following report on this case 
from the Department of State: 


DEPARTMENT OF STATI 
Washington, June 26, 195 
The Honorable Cuauncey W. REEp, 
Chairman, Committee on the Judiciary, 
House of Representatives. 

My Dear Mr. Reep: Reference is made to your letter of June 19, 1953, a 
its enclosure, wherein you requested the views of this Department concerning t 
enactment of H. R. 5820, a bill for the relief of Michael K. Kaprielyan. 

Information contained in the Department’s files reveals that on January 
1950, the American consulate general at Istanbul, Turkey, reported that Mikail K 
Kaprielyan, a Turkish citizen, who may be identifiable with the subject of 
proposed bill, was issued a temporary visitor’s visa under section 3 (2) of t! 
Immigration Act of 1924, as amended, on November 19, 1948, for an alleg 
urgent business trip to the United States for a period not to exceed 3 mor 
The consulate general further reported that information regarding Mr. Kapri 
yan’s ostensible illegal residence in the United States was furnished by the Turkis 
firm for whom Mr. Kaprielyan was to transact business in the United State: 
which firm notified the consulate general that Mr. Kaprielyan was no longe 
connected with it. 

The consulate general’s report indicated that Mr. Kaprielyan was registered o1 
July 2, 1945, as an applicant for a nonpreference immigration visa under t! 
Turkish quota, and that affidavits of support sponsoring Mr. Kaprielyan’s im: 
gration into the United States were submitted by Mrs. Rebecca Mugerditchiar 
575 Oak Street, Waukegan, Ill.; Miss Nevart Mugerditchian, of the above ad- 
dress; and Mr. William Boghasen (Boghoss), 12 West 155th Street, Harvey, | 
The above-referenced report further states that Mr. Kaprielyan was refused 4 
temporary visitor’s visa on September 18, 1947, on the ground that he was! 
a bona fide nonimmigrant, and that on November 12, 1948, Mr. Kaprielyan ! 
quested, in writing, that his name be removed from the Consulate Generals 
waiting list of applicants for immigration visas. 

The immigration quota for Turkey, to which the alien appears to be charg 
able, is heavily oversubscribed, and it is anticipated that he would encounter 4 
considerable period of waiting before a quota number could be allotted for his us 
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However, there appears to be no reason why, on the basis of information 
presently available to the Department, when a quota number could be allotted 
for Mr. Kaprielyan’s use, an appropriate visa could not be issued in his case. 

In the circumstances, and in the light of the foregoing information, the question 
of the enactment of the proposed bill appears to be a matter for legislative deter- 

nation, concerning which the Department does not wish to express any opinion. 

Sincerely yours, 
Turuston B. Morton, 
Assistant Secretary 
(For the Secretary of State). 


Representative McVey, the author of this bill, recommended the 
enactment of his measure, and submitted the following letter in its 
support: 


Harvey, Iuu., February 7, 1954. 
Hon. CHauncEyY W. REEp, 
Chairman, House Committee on the Judiciary, 
House Office Building. 


Dear Sir: It is at the impulse of an inner suggestion that I am venturing to 
write to you today about my desire to remain in this country and become a worthy 
American citizen. 

lam writing these lines also under the inspiration of the great American freedom 
which grants us the right to contact people of high ranks as your honor is—a 
privilege which cannot even be dreamt of in many other countries. 

My district Congressman, the Honorable Dr. William E. McVey, who was 
extremely kind to devote his precious time to study my petition, welcomed my 
earnest desire and with his well-known humanitarian character and genuine 
American spirit of helpfulness, motivated by his ardent patriotism, graciously 
admitted to give an opportunity to a qualified young man like me to join the ranks 
of freedom loving and useful citizens by introducing a private bill in my behalf. 

Whilst awaiting anxiously the approval of this bill, I deem it useful to present 
some additional facts about me and am confident that they will meet your valued 
consideration : 

Aside my humble contribution to the progress and welfare of the American 
industry, by serving as an analytical chemist at the Sherwin-Williams Co. in 
Chicago, Ill., which is one of the outstanding American plants in the country per- 
forming an important part in the national defense, both in peace and wartime, 
and where I am working as a chemist in the quality control of the products which 
are considerably supplied to the United States Government too, I am pleased to 
say that my moral and spiritual contributions, too, go in parallel with my technical 
services to this country which is now taking world leadership to build a better and 
free world. I make this assertion with all humility, yet with the aim of assuring 
you that with my humble services to genuine spiritual groups like World Goodwill 

11 West 42d Street, New York, N. Y.), The Arcane School (11 West 42d Street, 
New York, N. Y.) and The Theosophical Society (410 South Michigan Avenue, 
Chieago, Il!.), which are doing such wonderful work in the uplifting of human 
souls and establishing right human relations here and abroad, I consider myself 
taking active part also in the moral and the spiritual progress of this country—the 
value of which has constantly been stressed by our President. 

Although I am a scientist, yet my whole life is anchored on inner, spiritual 
values which transcend all earthly and tangible values, for the simple reason that 
all manifested universe is but the garment of its Creator, and behind the entire 
objective world there exists the subjective world, the real world, with all its splen- 
dor and beauties which “‘passeth all understanding.’’ It has been my privilege 
to be active on such soul-uplifting enterprises, too, under the unique American 
freedom. 

My love and attachment to this country were routed in me way back in my 
early childhood when I first experienced the helpful spirit of the American 
Nation through its Marines who were in Istanbul, Turkey, during the armistice 
period following the World WarlI. We, then, being stricken by extreme poverty, 
used to run after the soldiers of the occupied forces asking for candies and other 
things, and while being refused by soldiers of other nations—and sometimes with 
roughness—we were treated so nicely by the American marines who were always 
trying to make us happy with their gifts. This had made a profound impression 
on our memory which grew with us through the vears when I had the privilege to 
live with Americans in my school life (I attended and graduated from the Ameri- 
can College—Robert College—in Istanbul, Turkey, 1934), business life (I worked 
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with the branch of the Ford Motor Co., in Istanbul) and church activities (oy; 
Armenian Protestant Church was sponsored by the American Board of Mission 

All these years I almost “‘Americanized’”’ myself and assimilated the American 
culture, American way of living and felt myself so much attached to this greg; 
Nation that whenever there was a public criticism or attack against the Ameri- 
can people I was feeling myself obliged to keep the American prestige on its right. 
ful place. An incident might help to illustrate vividly this fact: One day, when 
I was still a student in the American College, an ugly article appeared in one of 
the local newspapers in which the writer was viciously attacking the Americans 
and undermining the Nation as a whole. I immediately replied to him with an 
article by rebuking all his false points with view of illuminating the public opinion 
I am pleased to attach the translation of this article of mine with the origina] 
copy with the request that you return the original copy of the newspaper clipping 
to me at your convenience, 

Years passed since then, and this feeling multiplied in me, and the more | 
advanced in my spiritual studies, in the wisdom of the soul life, the better | 
realized the importance of this Nation in the divine plan. How fortunate I fee! 
myself that my parents, especially my mother, gave me American education. | 
owe too much to my mother who sold eggs in the streets in order to give me 
American college education. And it is her ardent desire to come to this country 
and join me as soon as I become a citizen. May her last and only wish be realized, 

It is on these premises that I base my request to join the freedom-loving citizens 
of this country to which I felt myself so much close. And if it will be my good 
fortune to merit your approval of the bill which is graciously introduced by my 
Congressman, I will consider it the greatest favor ever made to me in my life. 

It is my cherished belief that the above will meet your valued consideration and 
I am, Sir, anxiously awaiting the favor of your respectful reaction. 

With my profound thanks in advance for your kind interest in the matter, | 
am, Sir, 

Respectfully yours, 
MicwHakEt K. KApPRI®LYAN 
Harvey, Ill. 


Upon consideration of all the facts in this case, the committee is of 
the opinion that H. R. 5820, should be enacted and accordingly 
recommends that the bill do pass. 
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GERTRUD O. HEINZ 


Marcu 29, 1954.—Committed to the Committee of the Whole House and ordered 
to be printed 


Mr. Water, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany H. R. 6026] 


The Committee on the Judiciary, to whom was referred the bill 
(H. R. 6026) for the relief of Gertrud O. Heinz, having considered the 
same, report favorably thereon without amendment and recommend 
that the bill do pass. 

PURPOSE OF THE BILL 


The purpose of this bill is to waive an exclusion clause of our 
immigration laws in behalf of the fiance of an honorably discharged 
U nited States citizen veteran. 


GENERAL INFORMATION 


? 


The pertinent facts in this case are contained in a letter, dated 
November 16, 1953, from the Commissioner, Immigration and Nat- 
uralization Service, to the chairman of the Committee on the Judiciary. 
The said letter, and accompanying memorandum, read as follows 


DEPARTMENT OF JUSTICE, 
IMMIGRATION AND NATURALIZATION SERVICE, 
November 16, 1953. 
Hon. CHauncey W. ReEeEb, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D. C. 

Dear Mr. CuarrMan: In response to your request of the Department of Justice 
for e report relative to the bill (H. R. 6026) for the relief of Gertrud O. Heinz, 
there is annexed a memorandum of information from the Immigration and 
Naturalization Service files concerning the beneficiary. 

The bill would grant nonquota status to the beneficiary by granting her per- 
manent residence in the United States, notwithstanding provisions of section 
212 (a) (9) of the Immigration and Nationality Act if she married her United 
States citizen fiance within 3 months efter the date of the enactment of the bill. 
The bill further provides that this exemption shall apply only to a ground of 
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exclusion of which the Department of State or the Department of Justic 
knowledge prior to the enactment of this act. 
The alien is chargeable to the quota from Germany. 
Sincerely, 
A. R. Mac KEY, Commis 


MEMORANDUM OF INFORMATION FROM IMMIGRATION AND NATURALIZzA 


Service Fires Re Gerrrup O. Heinz, BENEFICIARY OF H. R. 6062 


The alien, Gertrud O. Heinz, was born November 26, 1927, and is a natj 
and citizen of Germany. She has never been in the United States and her par, 


are natives and citizens of Germany and have never resided here. Neit 
beneficiary nor Mr. Samuel Kaoo Kahikina, fiance of the beneficiary and inter 
ested party in the bill, could be interviewed because both are abroad. 
Information adduced from the investigation of this Service conducted 
Hawaii is as follows: Samuel Kaoo Kahikina, is a citizen of the United St 
by birth in the Territory of Hawaii on April 9, 1923. He is presently emp! 
as a civilian worker by the United States Army in Germany, being so em; 
since October of 1952. He was previously an enlisted member of the Uni 
States Army from September 19445 to August 1952, most of such military sery 
being in Germany Mr. Samuel Kaoo Kahikina has not been previously married 
and he has no known dependents. The relatives of Mr. Kahikina have litt 
knowledge of his affairs or activities for the past 10 years, but understand 1 
he has a wife and family in Germany. No information relative to the famil 
status, education, social, or political activities of the beneficiary could be secu 
since all interested parties are abroad. The committee may wish to mak 
quiry of the Department of State concerning the background of the beneficiar 
She is stated to reside at Klammstrasse 17a, Garmisch, Germany. 


Mr. Farrington, the author of this bill, reeommended the enactment 
of his measure and submitted the following documents in its support 


is 52/46 Legal since 17 April 1946 1655 
and executory. The official clerk 
this office: 

Weiden Opf, 7th May 1946 
Signed: Zech 
Rpfl. Anw. 


IN tHe NAME OF THE LAW 
JUDGMENT 


The Local Court of Weiden Opf pronounces judgment in the criminal tria 
against 
Gerda Heinz, single, without permanent address, at present in presumy 
arrest in the Provincial Court prison, Weiden Opf, 
for theft 
in the public session on 17 April 1946. Present were: 
(1) Dr. Tarnovsky, chairman. 

2) Ass. Gerhardt, representative of the prosecutor. 

3) Gillitzer, clerk of the court 

Aecording to the trial: 

Heinz, Gerda, born 26 November 1927 in Fulda, Catholic, single, without 
fession and permanent address, at present in the Provincial ( 
prison, Weiden, is found guilty of theft, having stolen a lady’s over 
and is sentenced to 

six weeks prison. 
The costs are to paid by her. 
The presumptive arrest will be deducted from 12 March 1946 on. 


REASONS 


On 6th February 1946 the accused has stolen in Vilseck from the unlock 
lodging of Betty Stauch a lady’s overcoat, which she sold for 30.—marks and 4 
dress and 40 cigarettes to an unknown Polish woman. 

On account of investigation by the Rural Police, Vilseck, and the confession 0! 
the accused, the court was convinced by these facts. L 

The accused took movable goods with the intention to usurp upon the goods and 
was found guilty of theft according to Section 242, German Penal Code. 
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When inflicting the sentence, her confession and that she has not been punis! ed 
till now, mitigated the same. The increase of delicts of similar kind were taken 
o consideration as aggravating, and a sentence of six weeks was considered as 
a condigne punishment. 
[he deduction of the presumptive arrest is based on Section 60 of the German 
Penal Code. According to Section 465 STPO, the accused has to pay the costs 
e criminal procedure 


EAL] Signed: Dr. TARNOVSKY 


cal Court, Weiden. 
1: Weiden Oberpfalz, 8 November 


Signe d: 


Facts 


According to her statement, the accused was working as waitress in an American 
Club in Vilseck till the end of July 1946. In the beginning of September 1946 
she went to Amberg to join her American friend. Up till September 1946, 19th, 

which day she was arrested and taken to the VD-Section, she lived unregistered 
for a week at Hartl’s, Oberntrautstrasse 11. As Hartl’s would not keep her any 
longer she moved to their daughter in Triebstrasse 6. Now and then she came 
to see the married couple Hartl. 

When visiting Hartl’s on 18 September 1946, the accused took a food ticket 
from a chest of drawers 

18th September, late in the evening, the food ticket was found by the 

thter of Hartl’s, in the handbag of the accused. She maintained she found 
food ticket, which was registered in Hartl’s name, in the yard of Obertraut- 
strasse 11, when she was visiting Hartl’s. She admits having used the food ticket. 
The same evening she bought 1,500 grams of rye bread, 250 grams of white 
bread, 100 grams of meat and 62.5 grams of cheese, and 62.5 grams of margarine. 

It cannot be proved that the accused has taken the food ticket from a chest 
of drawers at Hartl’s, although there are serious grounds of suspicion. Therefore 
her statement that she has found the food ticket, must be considered as true. 
But all the same, according to Section 246, German Penal Code, she has committed 
embezzlement by usurping upon the goods and therefore has to be sentenced 
according to Section 264, German Penal Code. 

With regard to the sentence, the age of the accused and the fact that she is 
alone in this world and that the finding of the food ticket was a considerable 
temptation to her, are to be considered. On the other hand her behavior towards 
the married couple Hartl, who gave her shelter, must be considered as most 
ingrateful. A complete food ticket represents a considerable value. 

Therefore 4 weeks imprisonment seem to be adequate. Considering the 
seriousness of the case a penalty would not be justified. 

Fee: Sections 464, 465 STPO. 

Signed: ENDREs 

Certification: Office of the Local Court Amberg, Section Criminal Cases. 

[SEAL] Signed: BLeEir 

Bavarian Local Court. 

Amberg 


Upon consideration of all the facts in this case, the committee is 
of the opinion that H. R. 6026, should be enacted and accordingly 
recommends that the bill do pass. 
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NICK JOSEPH BENI, JR. 


arcu, 29, 1954.—Committed to the Committee of the Whole House and 
ordered to be printed 


Mr. Granam, from the Committee on the Judiciary, submitted the 
following 


REPORT 


{To accompany H, R, 6478] 


The Committee on the Judiciary, to whom was referred the bill 
H. R. 6478) for the relief of Nick Joseph Beni, Jr., having considered 
the same, report favorably thereon without amendment and recom- 
mend that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of this bill is to grant the status of permanent resi- 
dence in the United States to Nick Joseph Beni, Jr., the adopted 
child of citizens of the United States. 


GENERAL INFORMATION 


The pertinent facts in this case are contained in a letter, dated 
December 9, 1953, from the Acting Commissioner, Immigration and 
Naturalization Service, to the chairman of the Committee on the 
Judiciary. The said letter, and accompanying memorandum, reads 
as follows: 


DEPARTMENT OF JUSTICE, 
IMMIGRATION AND NATURALIZATION SERVICE, 
December 9, 1958. 
Hon, Coauncey W. ReEeEp, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington 25, D. C. 

Dear Mr, CHarrRMAN: In response to your request of the Department of 
Justice for a report relative to the bill (H. R. 6478) for the relief of Nick Joseph 
Beni, Jr., there is attached memorandum of information concerning the bene- 
ficiary. This memorandum has been prepared from the Immigration and 
Naturalization Service files relating to the beneficiary by the Albany, N. Y., 
office, which has custody of these files. 
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The bill would grant the beneficiary permanent residence in the United States 
upon payment of the required visa fee. It would also direct that one numbe; Y 
be deducted from the appropriate immigration quota. 

As a quota immigrant, the child would be charged to the quota of Italy 

Sincerely, . 





B. G. HABBERTON 
Acting Commission 








MEMORANDUM OF INFORMATION FROM IMMIGRATION AND NATURALIZATION Sep 
IcE Fires CONCERNING Nick JOSEPH BEN!, JR., BENEFICIARY OF H. R. 6478 


The beneficiary, Nick Joseph Beni, Jr., who was born with the name Giusy DI 
Minetti, is a l-year-old child, a native and citizen of Italy, born July 3, 1952. | 
was adopted in an Italian court, shortly after his birth, by Mr. and Mrs, N 


Beni, Sr., the parties interested in his case. According to Mr. and Mrs. Beni, sr Ma 
nothing is known regarding his background, inasmuch as they got him from a 
orphanage. Nick Beni, Jr.’s first and only entry into the United States occurred 

at the port of New York on November 26, 1952, as a visitor under section 3 

of the Immigration Act of 1921. He received extentions of his visitor’s stay ¢ 
September 25, 1953, and has been notified that his departure is required 
November 25, 1953. VE 


Mr. and Mrs. Nick Beni, Sr., are United States citizens. Mr. Beni was bor 
in Brooklyn, N. Y., on April 3, 1915. Mrs. Beni was born in Poughkeepsie, N. } 
on November 9, 1920. They have been married for 11 years. They hav 
testified that this is their only marriage and that they have never had any childr 
of their own Mr. Beni, Sr., has presented evidence indicating that he and 
Mrs. Beni also adopted the child in the cireuit court of Dutchess County, Pougb- 
keepsie, N. Y., on December 2, 1952. Mr. Beni has further testified to the follow- 
ing effect: 


He is a restaurant owner by eccnpation, owning three restaurants in or near 
Poughkeepsie, N. Y., at the present time. The three restaurants are owned 
entirely by him, and in his words ‘‘are worth around $125,000 or $150,000 He E 
estimates his vearly income as $30,000 clear. The house in which he lives, and u 
other property owned by him, is worth approximately $60,000. SiC 

Upon consideration of all the facts in this case, the committee is of ro 
the opinion that H. R. 6478, should be enacted and accordingly 
recommends that the bill do pass. 
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GREGORY HARRY BEZENAR 


Marcu 29, 1954.—Committed to the Committee of the Whole House and ordered 
to be printed 


Mr. Watrer, from the Committee on the Judiciary, submitted the 
following 


REPORT 


{To accompany H. R. 6636] 


The Committee on the Judiciary, to whom was referred the bill 
(H. R. 6636) for the relief of Gregory Harry Bezenar, having con- 


sidered the same, report favorably thereon without amendment and 
recommend that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of this bill is to waive one exclusion clause of our im- 
migration laws, concerning the commission of a crime involving moral 
turpitude, in behalf of the husband of a United States «ztizen. 


GENERAL INFORMATION 


The pertinent facts in this case are contained in a letter dated 
December 2, 1953, from the Acting Commissioner, Immigration and 
Naturalization Service, to the chairman of the Committee on the 
Judiciary. The said letter, and accompanying memorandum, reads 
as follows: 

DEPARTMENT OF JUSTICE, 
IMMIGRATION AND NATURALIZATION SERVICE, 
December 2, 1948. 
Hon. Cuauncey W. REEb, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington 25, D. C. 

Dear Mr. Cuarrman: In response'to your request of the Department of Justice 
for a report relative to the bill (H. R. 6636) for the relief of Gregory Harry 
Bezenar, there is attached a memorandum of information concerning the bene- 
ficiary. This memorandum has been prepared from the Immigration and Natural- 
ization Service files relating to the beneficiary by the Detroit, Mich., office of 
this Service, which has custody of those files According to the records of this 
Service, the correct name of the beneficiary is Gregory Harry Baznar. 
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The bill provides that, notwithstanding the provisions of section 212 (,) (g 
of the Immigration and Nationality Act, the beneficiary may be admitted to tha 
United States for permanent residence if he is found to be otherwise admissi}y|c 
under the provisions of that act: provided that this exemption shall apply on|; Che 
to a ground for exclusion of which the Department of State or the Department of 
Justice have knowledge prior to the enactment of this act. 

The alien is a native of Canada, a nonquota country. 

Sincerely, 





B. G. HaBBERTON, Acting Commission, 


MEMORANDUM OF INFORMATION FROM IMMIGRATION AND NAtTURALIzATIO ae 
Service Fines RE Grecory Harry BezENAr, BENEFICIARY OF Privare B aed 
H. R. 6636 chee 
Gregory Harry Rezenar, a native and citizen of Canada, was born on August 2] — 

1915, at Fort Williams; Ontario, Canada. He is married and resides in Fas " 

Sandwich, Ontario, Canada. Phe 
On May 14, 1934, in Sandwich, Ontario, Canada, the beneficiary was convite wt 

for the crime of theft in violation of section 386 of the Canadian Criminal ( re 

and received a 2-year suspended sentence. On July 31, 1947, at Gary, W. Va : oa 
he was married to Mary Krajch, a United States citizen. On April 30, 1948. a dana 

Detroit, Mich., he was found inadmissible to the United States and was excluded a 


and deported to Canada as an alien who admits the commission and has beer 
convicted of a crime involving moral turpitude, namely, theft. He is employ 
by the Chrysler Corp. of Canada as a machine operator and earns $1.70 per hour 
The beneficiary resides with his wife at 3019 Tecumseh Road East, East Sand 
wich, Ontarior, Canada. They have no children. Uy 
The cosponsors of this private bill, Michael Kraje and Sophia Kraje, are th the o 
parents of the beneficiary’s wife. They have sponsored the hil) in order that th 
daughter and her husband may reside in the United States. The Krajes have cas! men 
assets on deposit in various banks that approximate $15,000. 


Mrs. Kee, the author of this bill, wrote to the chairman of the Com- 
mittee on the Judiciary on August 4, 1953, in support of this bill 
Her letter, with enclosures, reads as follows: 


CONGRESS OF THE UNITED StraTEs, 
House Or REPRESENTATIVES, 
Washington, D. C., August 4, 1953 
Hon. CHauncey W. REED, 
Chairman, Judiciary Committee, 
House of Representatives, Washington, D. C. 

My Dear Mr. Cuarrman;: Enclosed is a copy of H. R. 6636, which I have 
introduced in the House for the relief of Gregory Harry Bezenar, of 3019 Tecun 
seh Road East, Sandwich East, Ontario, Canada. 

Mr. Bezenar is married to an American citizen and has been refused a visa t 
enter the United States because of a crime involving moral turpitude committ 
when he was 18}4 years old. I have asked him to submit an official copy of the 
court record in his case, and also letters of reeommendation from reliable persons 
in his community who have known him over a period of time. These documents 
will be referred to you at the beginning of the next session of Congress. 

I am now enclosing a copy of a letter received from the American consul with 
reference to Mr. Bezenar’s case. 

Mr. Bezenar’s wife is a former constituent of mine from Thorpe, W. Va., and 
she is anxious to come back to the United States with her husband to live. She 
has written me that her husband has never been in any trouble of this kind befor 
or since the one crime committed when he was 18. 

It will be very much appreciated if you will kindly request a report in this case 
and if you ean schedule it for prompt action in the next session of Congress. 

Thanking you, and with every good wish, I am, 

Sincerely yours, 


ExvrzaBetu Kee, M. C 
Mrs. John Kee. 








GREGORY HARRY BEZENAR 


Tus ForeiGn Service OF THE UNitep States or AMERICA, 
AMERICAN CONSULATE, 


Windsor, Ontario, July 10, 19538. 


Honorable EtizaBeta Keg, 

House of Representatives, Washington, D. C. 

My Dear Mrs. Kee: Your letter of July 7, 1953, concerning the refusal of an 

iigration visa to George Harry Bezenar, has been received. It is noted that 
1 are considering introducing a private bill on behalf of this applicant and 
equest information as to the records of the consulate. 

The files show that-subject was informally refused a visa here on April 16, 1948, 
sed on a conviction at Sandwich, Essex, Ontario, on June 7, 1934, in that he 
did unlawfully steal, take, and carry away from the premises of the Canadian 
Industries Limited a quantity of scrap metal, of a value more than ten dollars: 
Contrary to the provisions of 386 of the Criminal Code of Canada.” 

Subject pleaded guilty. 


Che sentence reads as follows: 
Suspended two years to be on own bond of $100.00 to be of good behavior, keep 


the peace, appear for sentence when called upon, be in his own home not later than 
9:30 p. m. except with consent of parent and report to the Chief Constable at 
Sandwich at the first Saturday in (remainder of sentence 1 ne from document 


on file at the Consulate).”’ 
It is hoped that the above is the information you 1 ire 
Very truly yours, 
Roser J \VANAUGH, 
American Consul. 


Upon consideration of all the facts in this case, the committee is of 
the opinion that H. R. 6636, should be enacted and accordingly recom- 


mends that the bill do pass, 
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ERNA WHITE 


Marcu 29, 1954.—Committed to the Committee of the Whole House and ordered 
to be printed 


\ir. GranaM, from the Committee on the Judiciary, submitted the 
following 


REPORT 
[To accompany H. R. 6998] 


The Committee on the Judiciary, to whom was referred the bill 
H. R. 6998) for the relief of Erna White, having considered the same, 
report favorably thereon without amendment and recommend that 
the bill do pass. 

PURPOSE OF THE BILL 


The purpose of this bill is to waive an exclusion clause of our 
nmigration laws in behalf of the wife of a United States citizen 
Serviceman. 
GENERAL INFORMATION 


The pertinent facts in this case are contained in a letter, dated 
February 15, 1954, from the Director, Visa Office, Department ot 
State, to the chairman of the Committee on the Judiciary, which 
reads as follows: 


DEPARTMENT OF STATE, 
Washington, February 15, 1954. 
lhe Honorable CHauNcEY W. REep, 
Chairman, Committee on the Judiciary, 
House of Representatives. 

My Dear Mr. ReEeEp: Reterence is made to your letter of January 18, 1954, 
ind its enclosures, wherein you requested a report of the facts in the case of Mrs. 
Erna White, beneficiary of H. R. 6998, 83d Congress, 2d session. Reference is 
ilso made to the Departnent’s interim reply of January 21, 1954. 

According to information contained in the Department’s files, Erna Fuhrmann, 
vho is believed to be identifiable with the beneficiary of the proposed bill, was 
onvicted on November 6, 1941 of abortion by the city court of Frankfort, Ger- 
nanyv, having been found guilty of a violation of paragraph 218 of the German 
Penal Code. 

\s the offense of abortion has been held to constitute a crime involving moral 
turpitude within the meaning of section 212 (a) (9) of the Immigration and 
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Nationality Act, Mrs. White would be ineligible to receive a visa and would }, 
excludable from admission into the United States under the above-cited provi. 
sions of law. Hence, the American consular officer to whon Mrs. White sh Yuld 
apply would have no choice other than to re‘use to issue a visa in her case 

In the light of the information presentiy available to the Department, M 
White appears to be eligible to receive a visa except for the grounds of inele 
stated above. However, it should be borne in mind that any other u 
ineligibility which may come to light prior to visa issuance would preclude M 
White’s receiving an immigrant visa. 


Sincerely yours, 





Epwarp 8S. Maney, 
Director, Visa Office 
For the Acting Secretary of Stat, 


Mr. Hinshaw, the author of this bill, appeared before a subcom. 


mittee of the Committee on the Judiciary and recommended th 


enactment of his measure, and submitted the following documents jy 


support of his bill: 
CHARACTER REFERENCE 


I herewith certify that I know Mrs. Erna L. White, born Fuhrmann, sir 
September 1950 from my previous employment with the Special Services Sectior 
Entertainment Branch, as well as her husband Sergeant Ray White. 

As far as I know, Mrs. White has performed her duties in a very conscientii 
and efficient manner. She has always been a very trustworthy, good and hy 
colleague with a friendly mannerism and IJ appreciated her highly. 

I also had the opportunity to observe the nice way in which Mr. and Mrs 
White lived together, and I think that they will master life whatever it ma 
and I wish them the best for a happy future. 

Meuitta ANAGHNOSTAKIS, 
Corresponding clerk for foreign languages 


FRANKFURT-ON-MAIN, Junuary 18, 1954 
’ , ? 


NO. Il OF THE REGISTER OF DOCUMENTS OF A, D, 1954 


This is to certify the signature of Mrs. Melitta Anaghnostakis, of 59 Rohr 
strasse in Frankfurt-on-Main (Germany) on the face thereof to be tru 
affixed by her own hand. 

FRANK¥FURT-ON-MAIN, January 19, 195 

Charges: 

Minimum fee 2. -- DM 
+ percent purchase tax 0. 08 


2.08 DM 


Frieprica J. K. Scamp 
Notary Public 
CHARACTER REFERENCE 


I have known Mrs. Erna L. White, nee Fuhrmann, personally as well 
husband, Sgt. Ray White, since the spring of 1951. She is genial and a 
} 


ready to help and I have never found any qualities but good ones in her. Her 


moral conduct is beyond anv reproach. 

There has been very often the possibility for me to be together with Mr 
Mrs. White and I could perceive the nice trustful manner they agreed. 

My best wishes for the future accompany Mr. and Mrs. White. 


INceBoRG Kasca, 
Chief Secretary of the Baloise Marine Insurance Co 
FRANSFURT-ON-MAIN, January 18, 195 
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ERNA WHITE 3 


NO. 10 OF THE REGISTER OF DOCUMENTS OF A. D. 1954 


This is to certify the signature of Miss Ingeborg Kasch, of 1 Goetheplatz in 
Frankfurt-on-Main (Germany) of the face hereof to be true and affixed by her 
own hand. 

Frankfurt-on-Main, January 19, 1954 
Frrepricu J. K, Scumipt, 
Nolary Publi 
Wert: 500.—DM. 
Geb. §§ 444,26, 39 KO. 2.— DM. 
1% Umsatasteuer 0.08 ‘ FRiepRIcH J. K. Scumipt, 
seaiietaibanabaiainen Nolar j Public. 


DM. 2.08 “ 


The committee files also contain the following court records con- 
cerning the crime for which the beneficiary of this bill is excluded 
from the United States: 


[he district court of Frankfurt am Main, in the hearing dated 6 Nov. 1941, 
constituted by: (name of court) 
pronounced judgment as follows: 

Condemned are: defendant Fuhrmann fer tried abortion to 3 weeks im- 
prisonment; the other defendant Meixner for aid to tried abortion, in lieu of an 
imprisonment to 10 days, for a penalty of 30.-RM (thirty RM), both defendants 
pay for costs. 


File No. 81 Ds 448/41 
DECREE 


In the criminal case vs. the typist Erna Fuhrmann, born 16.°.1920 at Franc- 
fort o/M for tried abortion, the punishment pronounced on 6.11.1941 fer 3 weeks 
imprisonment by district court Frankfurt am Main, is suspended until 30.11.1944, 
as it may be assumed that the failure was not due to corruption and criminal 
inclination, but only to light-minded action, so that it may be expected that she 
will prove to be worthy of a future act of grace by good conduct during pro- 
bation, 

FrankFurt A, M., 14 November, 1941. District Court, 
Sect. 81, (signature.) 


Upon consideration of all the facts in this case, the committee is 


of the opinion that H. R. 6998, should be enacted and accordingly 
recommends that the bill do pass. 


O 
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NICOLE GOLDMAN 


Marcu 29, 1954.—Committed to the Committee of the Whole House and ordered 
to be printed 


Miss Tompson, of Michigan, from the Committee on the Judiciary, 
submitted the following 


REPORT 


[To accompany H. R. 7012] 


The Committee on the the Judiciary, to which was referred the bill 
H. R. 7012) for the relief of Nicole Goldman, having considered the 
same, report favorably thereon without amendment and recommend 
that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of this bill is to waive one exclusion clause of our immi- 
eration laws in behalf of a 16-year-old French girl whose mother is a 
lawfully resident alien of the United States. 


GENERAL INFORMATION 


The*pertinent facts in this case are contained in a letter, dated 
December 18, 1953, from the American consul general in Paris, France, 
to Representative John C. Kluczynski, the author of this bill. The 
said letter reads as follows: 


THe ForetcN SERVICE OF THE UNITED STATES OF AMERICA, 
AMERICAN EMBAssy, 
Paris, France, December 18, 1953. 
Hon. Joun C, KiuczyNsk1, 
House of Representatives, 
Washington, D. C. 

My Dear Mr. Kuvuczynskt: I have received vour letter of November 25, 1953, 
concerning the immigrant visa applications of Jules Goldman and his daughter, 
Nicole. 

Jules and his wife, Yolande Goldman, registered for immigration on July 23, 
1951, as nonpreference immigrants chargeable to the Rumanian and Hungarian 
quotas, respeetively. Nicole Goldman was -coregistered with her parents on 
the same date and is chargeable to the Freneh quota. Mr. and Mrs. Goldman 
are the beneficiaries -ofsa,seéond. preference pefition established inv their behalf 
by Mrs. Alhyee Kaplansi-Mrs..Goldman was isstred: Hungarian-second preference 
visa No. 81 on Aprib 10, 1953.- Mr; Gidldmans formab application was executed 


$2007 











NICOLE GOLDMAN 


on the same date, but he requested postponement of the issuance of an immigy 
visa to him pending the liquidation of his business affairs. 
grant visa to him at the present time is dependent upon renewal of the affiday;; 
of the support submitted in his behalf, upon medical reexamination, and upo 
availability of a Rumanian second preference quota number. 

Nicole Goldman’s application was informally refused on April 10, 1953, 
section 212 (a) (1) of the Immigration and Nationality Act of 1952 as an alio, 
Her subsequent application for a nonimmigrant visa ; 
visit the United States for medical treatment was informally refused on July 99 
1953, as a person not proper ly classifiable as a nonimmigrant under the provisiop. 
of section 101 (a) (15) of the act. 

I have taken due notice of your interest in this case. 
Mr. Goldman’s application will be followed with careful attention and expedite 
in every manner consistent with the immigration laws and regulations of t}, 
United States. 

Sincerely yours, 


Issuance of an immj. 





who is feebleminded. 


You may rest assured tha; 


FREDERICK B. Lyon, 
American Consul Genera! 


In support of his bill, Mr. Kluczynski submitted the following 
letter and documents: 


House or REPRESENTATIVES 
Washington, D. C., 
CHAUNCEY 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D. C. 
dated Tebruary 26 
Walter M. Besterman, legislative assistant for the Judiciary Committe: ; 
ing my bill, H. R. 7012, for the relief of Nicole Goldman, in which it is state 
committee does not yet have documents in support of legislation, 

Enclosed herewith you will please find affidavits regarding financial resp 
bility of the family, also statement from the doctor, which was written in Fy 
and has been translated, relative to condition of this young lady. 

With reference to the background of the child’s parents, I desire to say tha 
girl’s father was born in Rumania and her mother in Hungary. 
early age both removed themselves to Paris. 
served with the French Army in World War II. 
war by the Germans, and was detained by them for 5 years in a prison camp 

The other daughter is living in Chieago and she is a naturalized citizen of th 
She is married to a native-born citizen of the United States 

The mother of the girl is residing in Chicago with her daughter. 

In addition to the affidavits of responsiLility filed by relatives, I would lik« 
add that Mr. Goldman is a master tailor and he has already been assured of « 
ployment in that capacity after admission to the United States. 

Some time ago the daughter filed petition for preferential visas for both 
Visa was issued to. her mother and as mentioned she is residing 
Petition for father was also approved by thy 
Immigration and Naturalization Department also Department of State and cons 
wanted to issue visa but father wished to remain with daughter until she was 
cleared for admission. : 

The object and purpose of my bill is an effort to try‘and reunite this family a: 
I shall be grateful for anything you can consistently do to have the measur 
considered by the committee at the earliest possible 

Thanking you, I remain, 

Sincerely yours, 


Dear CHAUNCEY: reference to 


However, at a 
I might mention that Mr. Gold 
He was taken a prisoner 


United States. 


with the daughter in Chicago. 


KLUCZYNS 


[Translation (French)] 


I, the undersigned M. D., certify thet Miss Nicole Goldmsn has been treated 
She had a congenital heart insufficiency 
There exists systolic breathing 


in our cardiological service since 1950. 
which wes discovered by Dr. J. Yavcel in 1947. 


(rasping) perceived mostly in the left parasternol region, moving towsrd the 
In certain cases this breathing (rasping) consists of a continuou 
breathing (rasping) with systolic reinforcement. 


The cardiogram shows a pr 


ically no 
The reese 
of endoce 
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not preveé 
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tically normal pattern, except for a slight deviation to the right of the center line. 
The reason for the heart shadow on the rediograph is constriction. In the absence 
of endoca.vitery exploration, it can nevertheless be seid that there is 2 persistence 
continuation) of the arterie canal, which, however, without overexertion, should 
not prevent a normal physical activity. 
January 27, 1954. 

Signature illegible, 
Hospital Mathilde-Henri De Rothschild 199, Rue Maracdet, Paris 18, France. 


Translated by Elizabeth Hanunian, March 2, 1954. 


(Translation (French)] 
JANUARY 21, 1954. 

I, the undersigned Dr. Rallu, medical director of the hospital at Ivry, former 
chief of clinic, certify having followed the progress of and treated since 1945 Miss 
Nicole Goldman, residing at 66 rue de la Boetie, Paris. 

This child shows mental retardation combined with cephalic deformation and 
mitral insufficiency. 

Upon treatment she has made considerable psychosomatic progress. 

A big young girl of 15 years of age, she is 163 centimeters tall and weighs 55 
kilograms; puberty established; regular menstruation periods; knows how to read 
and write and count and makes progress every day. She has never exhibited 
langerous traits, but is, to the contrary, docile and effective. She will not be a 
public charge because she has the minimum (sufficient funds] and knows how to 
keep house. 





Dr. Georces RALLu, 
Tvry-sur-Seine (Seine), France. 


Translated by Elizabeth Hanunian, March 2, 1954. 


(Translation (French)] 
Paris, February 2, 1954. 

I, the undersigned, certify having had in my care Miss Nicole Goldman and 
leclare that, aside from systolic breathing owing, probably, to the [undue] per- 
sistence [continuation] of the arterial canal, no important somatic anomaly can 
be found in her. Her physical development is excellent; puberty set in normally. 
She is able to do physical labor corresponding to her age. 

Dr. M. Rett, Paris XV, France. 


Translated by Elizabeth Hanunian, March 2, 1954. 


Cuicaco 4, March 1, 1954. 
Hon. Joun C. Kivczynsk1, 
Vember of Congress, Washington, D. C. 

Dear ConGRESSMAN Kuvuczynskt: In connection with H. R. 7012 for the 
relief of Nicole Goldman, which youw-have-so considerately sponsored, there is 
submitted herewith certain data further described below. 

As you will recall Nicole Goldman, age 16, a citizen of France, has been admin- 
istratively denied admission to the United States for the reason that she suffers 
to some minor degree from a retarded mentality. This affliction is the result 
of experiences she suffered as a child during the German oceupation of Paris in 
World War II. Her sister is a naturalized citizen of the United States now 
married to a native-born American. As Mrs. Alhyce Kaplan, the sister is a resi- 
dent of Chicago, as is also the mother of both girls who was admitted to this 
country under the provisions of the Immigration Act. The father, Jules Goldman, 
who was previously approved for admission under the same act is unwilling to 
come to this country without the daughter, Nicole. 

This legislation, would make it possible for this now separated family to be 
united together in this country. There are attached hereto statements from 
the girl’s sponsors which clearly indicate their financial responsibility to provide, 
care for, and supervise Nicole in every way. This evidence furnishes sufficient 
guaranty that at no time would Nicole Goldman become a public charge or 
burden to this Government. The attached medical statements indicate the 
present status of her physical and mental condition. 
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From the above documents it would appear that the proposed legislation woy), 
in no way or at any time create a situation inimical to the best interests of +) 
country. We deeply appreciate your continuing effort in this matter. 

Very truly yours, 





LAMBERT’ S. O’ Marie) matel 
allegat1o 

Unirep STates or AMERICA lict 
STATE OF ILLINOIS, rgol 
City of Chicago, County of Cook, ss pall 
Stanley M. Kaplan, of lawful age, being first duly sworn, states that he mak, said Nic 
this affidavit in connection with and in support of legislation now pend Ml " 
the Congress of the United States (H. R. 7012, 5. 2769) for the relief of >} pera 
Goldman. Affiant states that he is not directly related to Nicole Goldman | The ail 
that as a result of the marriage of his nephew, Marvin B. Kaplan, to Ali ' 
sister of Nicole Goldman, he has a sincere interest in the pending legislat i I 
Affiant states that Alhyce Kaplan is a naturalized citizen of the United Stat vi at | 
under Naturalization Certificate No. 6629547 issued July 22, 1952 any V¥ 
\ffiant further states that he is vice president of M.S. Kaplan Co. of Chica rmunt 


Ill., and that Marvin B. Kaplan is credit manager of the Sun Steel Co., a 

sidiary of M.S. Kaplan Co. Affiant states that he is familiar with the fa 

Marvin Kaplan is able financially to provide for Nicole Goldman but affiant a! 4 
states that his own personal worth and assets are in excess of $100,000) and t : 
if the said Nicole Goldman is admitted to the United States as a result of { 
above-mentioned legislation affiant is in position to assure and guarantee 
the said Nicole Goldman will be well and adequately provided for and t 
at no time will she be permitted to become a public charge to the Governm« 
the United States or to any State government, community, or municipa 
within the United States. Affiant.further states that he is in position to i 
that all medical or other necessary care can and will be provided the said N 
Goldman; that to the utmost extent she will be provided with careful supervis 
guidance, and such schooling as may be appropriate. Subs« 

Affiant has attached hereto certain proof as to his personal standing and fur 
states that he is readv, willing, and able to submit anv further evidence requir 
that he is further willing fo provide any bond or similar undertaking whic! 
Attorney General of the United States, the @éngress, or other constituted a 
thority may require for the protection of the Government. 

\ffiant states that the mother of Nicole Goldman has already been admitted 1 
the United States and that the father of Nicole Goldman has been approved f 
admission subject only to quota allotment and that the uniting of this fami 
would in no way be inimical or adverse to the interests of the United States. SECRET 


STANLEY M. Kap.Lan 


Subseribed and sworn to before me this 24th day of February 1954. 8a 
[sear] Louis E, Nre.sen, “laos 

Notary Publi Nee Tes 
My commission expires October 10, 1954. meritit 








UNITED STATES OF AMERICA Asa 
STATE OF ILLINOIS, coming 
City of Chicago, County of Cook, ss: Wl Cal 


Marvin B. Kaplan and Alhyce Kaplan, of lawful age, being first dulv swort 

state that they are brother-in-law and sister, respectively, of Nicole Goldma: 

native and resident of France, whose admission to the United States is the sub- Subs 
ject of legislation now pending in the Congress of the United States (H. R. 7012 Ill., thi 
S. 2769). Affiants state that they reside at 6829 South Crandon Avenue, Chicago 
Ill., that they own the property at that address in which they live and that said 
property bas a value of approximately $40,000 and that affiants have an equity My 
in said property at this time of approximately $24,000. Affiant, Marvin B. Kap- 

lan, states that he is employed as credit manager for the Sun Steel Co. of Chicag 

Ill.; that his income for the past 3 years has been in excess of $10,000 per year 

that he maintains a sizable bank account as attested by the affidavit attached 

hereto, and that in addition, his assets include a $20,000 life-insurance policy in the 

Equitable Insurance Co, Affiant, Alhyce Kaplan, states that she is a naturalized 

citizen of the United States under Naturalization Certificate No. 6629547 issued 

on July 22, 1952; that her mother has been admitted to the United States fro! 
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France under the provisions of the Immigration and Nationality Act, and that 
her, a resident. of France, has been approved for admission under said act 
pject only to quota allotment. 
{ffiants state that Nicole Goldman now residing in Paris, France, is approx- 
itely 16 years of age and has been denied admission to the United States under 
the above-mentioned act (under the provisions of sec. 212 (a) (1)) by reason of 
aliegations that she suffers from feeblemindedness. Affiants state that this 
which is suffered to only a minor degree, is the result of experiences 
rgone by the said Nicole Goldman in early childhood during the German 
ation of France in World War II. Affiants state that they desire to have 
| Nicole Goldman admitted to the United Siates in order to unite all members 
family and in order to insure that said Nicole Goldman be provided with 
medical care and other attention which the affiants hereby agree to provide. 
The affiants state that their financial condiiion is such that they are able to 
and guarantee, which they he reby do, that they will receive and take 
of the said Nicole Goldman when ) 









she is admitted to the United States and 
yt at no time will the said Nicole Goldman become a public charge or a burden 
a way to the Government of the United States or to any State, communi 
inicipalitv within the United States. Affiants further state that said Nicol 
an will be provided with everything she requires and especially constan’‘ 
re and supervision together with such guidance, guardianship, or schooling as 
iv be possible or appropriate. The affiants are submitting herewith certain 
borative proof as to their personal standing and are ready, willing, and able 
) submit any further proof which may be required. The affiants are further 


ready, willing, and able to provide any bond or undertaking which might be 

in this matter bv the Congr _ Attorn Vv General of the Uniied States, 

‘constituted authority or to do anvthing else which may be required by 

Congress in connection with the admission to the United States of Nicole 
an. 


Marvin B. KaApban. 
ALHYCE KAPLAN, 


Subscribed and sworn to before me this 26th day of February 1954. 


SEAL] Louts E. MIe.sen, 
Notary Pub se. 
My commission expires October 10, 1954. 


Tue Drovers NATIONAL BANK, 
Chicago 9, January 20, 1954. 
SECRETARY OF STATE, 
State Department, Washington, D. C. 

Dear Str: At the request of Mr. Marvin B. Kaplan, we are pleased to advise 
you that he established his banking connection with us during the year 1947, 
lthough he was known to us many years prior to this date, through his father, 
Mr. Irving Kaplan. He has conducted all of his banking business in a manner 
meriting our approval. Daily average balances for 1953 have been medium 
four-figure proportions. The balance standing to his credit at the close of 
ss January 19, 1954, was $2,222.12. 

As a result of such transactions as we have had with Mr. Kaplan and information 
coming to us from various sources, we are confident that he is financially able and 
will carry out any undertakings he may enter into. 

Yours very truly, 









Rosert Louan, Vice President. 


Subscribed and sworn to before me a notary public in and for Cook County, 
ll., this 20th day of January 1954. 


[SEAL] Orvin E. Netson, Notary Public. 


My commission expires August 21, 1954. 
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CoNTINENTAL ILLINOIS NATIONAL 
Bank & Trust Co. or Cuicaaco, 
Chicago 90, Illiviois, February 19, 195; 
Hon. Cuauncey W. REgEp, 
Chairman of the Judiciary Committee, 
House of Representatives, Washington, D. C. 

Dear Sir: We are informed that Mr. Stanley M. Kaplan, Chicago, III., desires 
to assist in the immigration of Nicole Goldman, now residing in France. 

Mr. Kaplan has been a valued customer of this bank for many years and is wel! 
and favorably known to us. He is vice president of the M. 8. Kaplan Co., a ver 
highly regarded and reputable concern of this city. Mr. Kaplan is a man of goo 
character, bears an excellent reputation, has considerable means, and carries g 
substantial bank account with us. From our many years of association and 
business dealings with him, we feel he is financially able to carry out the provisions 
in his affidavit, in support of the admission of the above-named party. 

Sincerely, 
Boyp J. Simmons, Vice President 


Subscribed to and sworn before me a notary public in and for Cook County, I!) 
this 19th day of February 1954, 
[SEAL] Rospert W. Crear, Notary Public 


My commission expires August 11, 1955. 

Upon consideration of all the facts in this case, the committee is of 
the opinion that H. R. 7012, should be enacted and accordingly 
recommends that the bill do pass. 


O 
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Id Session No. 1442 


KURT FORSELL 


Marcu 25, 1954.— Committed to the Committee of the Whole House and ordered 
to be printed 


Mr. Waurer, from the Committee on the Judiciary, submitted the 
following 


REPORT 


{To accompany H. R. 7500] 


The Committee on the Judiciary, to whom was referred the bill 
H. R. 7500) for the relief of Kurt Forsell, having considered the same, 
reports favorably thereon without amendment and recommend that 
the bill do pass. 

PURPOSE OF THE BILL 


The purpose of this bill is to waive one exclusion clause of our 
immigration laws, concerning the commission of a crime involving 
moral turpitude in behalf of the husband of a United States citizen. 


GENERAL INFORMATION 


The pertinent facts in this case are contained in a letter, dated 
February 18, 1954, from the Director, Visa Office, Department of 
State, to the chairman of the Committee on the Judiciary. The said 
letter reads as follows: 


DEPARTMENT OF STATE, 
Washington, February 18, 1954. 
Hon. Cpauncey W. Reep, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D. C. 


My Dear Mr. ReeEp: Further reference is made to your letter of January 29, 
1954, transmitting for the Department’s comments copies of H. R. 7500, for the 
relief of Kurt Forsell. 

The Department has on file a communication from the American Legation at 
Helsinki, which reports that Mr. Forsell was convicted on October 24, 1944, in 
court-martial proceedings of the offense of theft in violation of chapter 28 of the 
Finnish Criminal Code, Section 212 (a) (9) of the Immigration and Nationality 
Act renders ineligible to receiyg visas and excludable from admission into the 
United States aliens who have been convicted of, or admit having committed, a 
crime involving moral turpitude. Since theft has been held to involve moral 
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turpitude within the meaning of the provision of law cited, the responsible cop. 
sular officer had no alternative but to withhold the issuance of a visa to My 
Forsell. 

In the light of the information presently available to the Department, th, 
alien appears to be eligible to receive an immigrant visa except for the grounds 
of ineligibility stated above. However, it should be borne in mind that an 
other ground of ineligibility which may come to light prior to visa issuance w 
preclude Mr. Forsell from receiving a visa 

Sincerely yours, 
Epwarp S. Maney, 
Director, Visa Office, 
(For the Acting Secretary of Stat 


Mr. Kearney, the author of this bill, submitted the following le 
and documents in support of his measure: 


ter 


CONGRESS OF THE UNITED STATES, 
House or REPRESENTATIVES, 
Washington, D. C., January 28, 195 
Hon. Cuauncry W. REEp, 
Chairman, Committee on the Judiciary, 
House of Repre sentatives, Washington, D. C 


My Dear Mr. CuarrMan;: On January 25, 1954, I introduced H. R. 75007, 
bill for the relief of Kurt Forsell _? 

I am writing at this particular time asking that the committee consider sched- 
uling this bill for expeditious hearing since I believe it falls in the category of 
bills designed to unite families 

For vour information, and that of the eommittee, | am enclosing letters from 
Mr. Peter C, Devine, counsellor at law, 42 Broadway, New York City; Mr. Edward 
A. Maney, Director, Visa Office, Department of State; and the American vic« 
consul at Helsinki, Finland. 

May I say in regard to the letters from the vice consul and the Department 
State, the question of moral turpitude involved in this case amounted to less 
than $5 and, according to his attorney, was taken after an altercation with his 
shipmate to satisfy some foolish spite on the part of Forsell. 

] would appreciate any consideration you may give me on this bill. 

Sincerely yours, 


B. W. Kearney, M. ( 


Prerer C. DEVINE, 
Vew York, N. Y., July 20, 1958 


Re Prospective immigrant—Kurt Forsell 


Hon. Bernarp W. KEARNEY, 
House of Rep esentatives 
House Office Building, Washington, D. C. 


Dear Str: | am writing vou on the suggestion of Judge James D. Curry, of 
Hamilton County, who informs me that he discussed the captioned matter wit! 
you preliminarily, and that you want a factual outline of the case in order to 
seek such relief as may be possible, consistent with law, from the administrative 
authorities in Washington. 

Kurt Forsell is a native of Finland, 27 vears of age, in robust good healt! 
and a former seaman by occupation. He paid-off a ship here in May 1950, an 
being unable to find another berth, took employ ment ashore (thereby everstaying 
his legal shore leave). He eventually settled at Raquette Lake, in your district 
and married an American citizen, who incidentally works in the post office ther 
and they own their own home in that village. 

Last April Mr. Forsell returned to Finland voluntarily, without compulsioi 
by or expense to the United States Government, in order to eradicate his illegal 
residence here, and to return in the required manner as a documented immigrant 
In such connection the United States immigration authorities approved his wife's 
petition calling him here as a non-quota immigrant, and a suceessful dispositior 
seemed assured 

Unfortunately, when Mr. Forsell took his visa examination at the American 
consulate in Helsinki recently, his Finnish police dossier showed that he had a 
criminal record which might bring his case within the prohibited classes of alie 
debarred under section 212 (a) (9) of the McCarran Act, reading, for ready refe 
ence, as follows: 
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[he following classes of aliens shall be ineligible to receive visas and shall be 
excluded from admission into the United States * * * Aliens who have been 
convicted of a crime involving moral turpitude.” 

Forsell has explained to me that when her husband was serving in the 
Finnish Navy during the war he became involved in an altercation with a ship- 

and for foolish spite took and temporarily concealed a few of his adversaries 
ial effects, to wit: a few articles of used clothing and a fountain pen: a 














p 
total valuation of less than $5. In retaliation the shipmate seemingly reported 
ncident as a larceny. Forsell was arrested, seemingly pleaded guilty, and 
vas given a 5-montb sentence, suspended. 
In a recent letter to Mr. Forsell, the American consul (indicating that the visa 
application was still open) advised: 

Che fact that the offense was committed while you were a member of the 
armed forces in Finland may place your case in a different category, and therefore 
been referred to the appropriate authorities for an advisory opinion.”’ 
| rather imagine the matter is now under consideration in the Alien Visa 

on in the Department of State, and the whole question is whether the 
ited offense really involves moral turpitude. I do not feel that it does; (1) 






a larceny, and (2) the low 
of the misappropriated articles would make it petty larceny at most, which 


ly falls far short of moral turpitude, especially as the sentence was sus- 


was more in the nature of a conversion thar 


ist the foregoing provides the outline you required, presumably for dis- 
i with the State Department people, but of course, if there is any additional 
ht vou may need do not hesitate to call upon me, as I re main, 
Yours respectfully, 
P, C. DEvINE; 


DEPARTMENT OF STATE, 
Washington, August 14, 1953. 
Hon. B. W. KEARNEY, 
House of Representatives. 
My Dear Mr. Kearney: I refer to your letter of July 21, 1953, with which 
transmitted the attached communication from Mr. Peter C. Devine, coun- 
or at law, 42 Broadway, New York, N. Y., relative to his interest in the visa 
application of Mr. Kurt Forsell. Reference is also made to the interim telephone 
acknowledgment on July 22. 
An examination of the record shows that he was convicted on October 24, 1944, 
court-martial proceedings of the offense of thet in violation of chapter 28 of 
Finnish Criminal Code. Section 212 (a) (9) of the Immigration and Na- 
nality Act renders ineligible to receive visas persons who have heen convicted 
r admit having committed a crime involving moral turpitude. Since the 
rime of which Mr. Forsell was convicted is considered to involve moral turpitude 
within the meaning of this provision ot law, the consular officer has no alternative 
t to refuse him an immigrant visa. 
Che laws vest no discretionary authority in the Department to authorize or in 
nsular officers to issue immigrant visas to aliens who have admitted or have 
been convicted of an offense involving moral turpitude, even though there may 
ave been extenuating circumstances in connection with the commission of the 
iffense, and the alien’s conduct since conviction has been exemplary. 
It may be added that the foregoing information has been furnished Mr. Devine 
in reply to his direct inquiry in the matter. 
Sincerely yours, 
Epwarp 8S. Maney, 
Dare clor, Visa Office 


THe Foreign Service oF THE Untrep States or AMERICA, 
AMERICAN LEGATION, 
Helsinki, Finland, October 14, 1958. 
Mrs. Kurt Forse, 
Raquette Lake, N. Y. 

Mavam: With reference to your letter of October 6, 1953, concerring a visa for 
vour husband, Mr. Kurt Forsell, to visit the United States, I regret to inform you 
that it is not possible for this Legation or any other United States consular office 
to issue such a visa to Mr. Forsell. 

On August 5, 1953, the Legation wrote to Mr. Forsell that he is ineligible to 
receive an immigration visa under the moral-turpitude clause of section 2]2 (a) (9) 
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of the Immigration and Nationality Act. This advice to Mr. Forsell was baseq 


Ss . : fie? it wrder by 
on the opinion of the Department of State that his conviction in court-martig) oF isd 
proceedings of the offense of theft in violation of chapter 28 of the Finnish Crimiyg) Declare 


Code would operate to render him excludable from the United States. The same Cont 

ruling would apply if Mr. Forsell should make application for a visitor’s visa. = 
Very truly yours, 

Virew M. Exniort, | 

American Vice Consul Certif 

1, 1954. 

[Translation] [sEAL] 

iP 

Extract From tHe Minutes or THE 8651st Fretp Generat Court Martiat 

ON OcToBER 24, 1944 Upo 

SECTION 125 the of 


. whe . com 
In the presence of Lt. Olavi Ylikangas, public prosecutor, the court heard the ” 


case scheduled for today, in which evidence was given against seamen Kurt Bérije 
Forsell of the city of Loviisa, Armas Hanninen, of the city of Hanko, Veikk 
Vilhelm Keltamaki and Martti Tirkkonen, both of the city of Turku, in resp 
of the offences to be mentioned below; and when the persons concerned wer 
called each defendant answered in person before the court. 

Prosecutor Ylikangas submitted to the court 4 testimonials for the authorities 
and 4 extracts from the Crime Register and the account taken down at the hearing 
of the case which documents were attached to the records of the case. 

When the necessary inquiry into the documents mentioned had been completed 
the prosecutor also submitted a charge sheet. 

Lieutenant Ylikangas announced himself to be the agent of the plaintiff, cook 

ke Sven Boman, and supporting the charge he stated his principal to claim that 
the defendants be enjoined to pay to his principal, in virtue of their joint responsi- 
bility, 1,260 marks in compensation. 

The defendants admitted that the testimonials for the authorities and th 
extracts from the Crime Register concerning them were correct. Heard in th 
case, the defendant Forsell admitted the account of the hearing to be correct 
except that he had told Keltaméki and Tirkkonen that the goods appropriated 
by him were his own. As regards the value of the goods seized, Forsell declared 
that the fountain pen was 300 marks, the pants 100 marks per pair, the blue shirt 
at least 50 marks in value. The defendant Forsell also admitted to having 
appropriated 60 marks in money. As regards intoxication the defendant denied 
that he had been drunk. 

Defendant Hiinninen admitted his story as given in the account of the hearing 
to be correct and stated that the pipe, 100 marks in value, had been forgotte1 
his pocket, but that he had not taken it with any intention of appropriating it 

The defendants Keltamaki and Tirkkonen each repeated their stories in th 
account of the hearing and requested that the charge be abandoned. 

The parties concerned were ordered to leave the session room until the Court 
had made the following 





RESOLUTION 


The field general court martial has examined the case and deems it to have 
been shown that the defendant Forsell has appropriated on the occasion men- 
tioned in the charge Boman’s fountain pen, value 300 marks, 2 pairs of pants 
total value 200 marks, a blue shirt, value 50 marks, and 60 marks money, whic! 
property is still missing, and that defendant Hinninen has taken a pipe, value 
100 marks, Hainninen, however, without intent to appropriate; on the other hand 
the court martial considers it not proven that the defendants Keitamaki and 
Tirkkonen were guilty of the offences of which they were accused, for whic! 
reason the field general court martial, rejecting the other charges, has convicted 
Forsell, on the strength of section 144 and section 33 of the Armed Forces’ Crimina 
Code and Chapter 28, sections 1 and 8 of the General Criminal Code, to be im- 
prisoned for theft for 5 months and to forfeit his civil rights for 2 years over and 
above the period of imprisonment; and has convicted Hénninen for an offenct 
against the maintenance of good order and discipline to 14 days detention.  Fur- 
thermore, the defendant Forsell is ordered to pay the plaintiff Boman a total of 
six hundred and ten (610) marks in compensation for the property seized, whic! 
compensation may be taken from Forsell on the strength of an extract of this 
resolution certified correct officially and valid for execution without a specific 
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order by the distrainer; and at the same time payment for the extract may be 
ollecte d. 
Declared, with the right to appeal. 
Copy certified correct: at the Helsinki Court of Appeal, May 21, 1953. 
Registrar (signed) Taimi Sirola-Pekkanen, 
Tatmi SrRoOLA-PEKKANEN. 
Certified a true translation of a copy of the Finnish original, Helsinki, March 
1, 1954. 
[sEAL] P&rivikk1 OvaNsuu, 
Certified Translator. 
Upon consideration of all the facts in this case, the committee is of 
the opinion that H. R. 7500, should be enacted and accordingly 
recommends that the bill do pass. 


O 
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AMENDING AN ACT APPROVED DECEMBER 15, 1944, AUTHORIZING 
THE SECRETARY OF THE INTERIOR TO CONVEY CERTAIN LAND 
IN POWELL TOWNSITE, WYOMING, SHOSHONE RECLAMATION 
PROJECT, WYOMING, TO THE UNIVERSITY OF WYOMING 


Marcu 29, 1954.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 


Mr. Miutuer of Nebraska, from the Committee on Interior and 
Insular Affairs, submitted the following 


REPORT 


[To accompany H. R. 6988] 


The Committee on Interior and Insular Affairs, to whom was 
referred the bill (H. R. 6988) to amend an act approved December 
15, 1944, authorizing the Secretary of the Interior to convey certain 
land in Powell townsite, Wyoming, Shoshone reclamation project, 
Wyoming, to the University of Wyoming, having considered the same, 
report favorably thereon without amendment and recommend that 
the bill do pass. 

PURPOSE OF THE BILL 


The purpose of this bill is to remove the requirement in the act of 
December 15, 1944, that about 24 acres of land now used by the 
University of Wyoming for an agricultural experiment station would 
revert to the Department of the Interior when no longer used for that 
purpose, and thereby permit the university to exchange this experi- 
mental farm for a larger experimental farm outside the townsite but 
within the Shoshone project. 

The town of Powell and the Shoshone Irrigation District would also 
benefit from the legislation. Enactment would not affect the reser- 
vation to the United States of all oil, coal, and other mineral deposits 
within said lands. 

The act of December 15, 1944, conveyed about 24 acres of the town- 
site of Powell, Wyo., on the Shoshone reclamation project, to the Uni- 
versity of Wyoming for use as an agricultural experiment station. 
Under this act, if this tract ceased to be used for an agricultural experi- 
ment station, it would revert to the Department of the Interior. 
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The University of Wyoming now has need for a larger tract of farm- 
land for proper experimental and research work. In addition, the 
Northwest Community College District requires a suitable tract 
within the Powell townsite for college buildings and no suitable site. 
other than a portion of the 24 acres above referred to, appears to be 
available. An agreement has been worked out among the University 
of Wyoming, the Shoshone Irrigation District, the Northwest Com- 
munity College, and the present owner of the land for the new experi- 
mental farm, ‘whe reby the University of Wyoming, if it receives unre- 
stricted title to the tract, will exchange five-sixths of said tract for 
approximately 40 acres borde ring the townsite to be used as an e xperi- 
mental and research station, and the Northwest C ommunity College 
will purchase from the new owner the north half of the tract for college 
buildings. One-sixth of the tract on which University of Wyoming 
college buildings exist will be retained by the university. Under this 
agreement, the university will accept a conditional fee to the new 
experimental tract under which title will pass to the Shoshone Irriga- 
tion District, should the University of Wyoming at any time cease 
to use it for experimental farm purposes. 

The legislation will thus benefit (1) the University of Wyoming by 
providing a larger demonstration area away from urban interferences, 
(2) the Northwest Community College by permitting it an adequate 
campus for development, (3) the town of Powell by permitting its 
continued expansion and the growth of its local college, and (4) the 
Shoshone Irrigation District by retaining and developing the univer- 
sity demonstration farm on the project and by assuring it a benefit 
similar to that which it would receive if the townsite lands reverted to 
the Government and were sold by it and the proceeds credited to the 
construction charge obligation of the district under subsection I of 
the Fact Finders’ Act. 

The report of the Department of the Interior on the legislation is 


set forth below: 
DEYrARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington 25, D. C., March 26, 1954. 
Hon. A. L. Miier, 
Chairman, Committee on Interior and Insular Affairs, 
House of Representatives, Washington 25, D. C. 

My Dear Dr. Mitier: Reference is made to your request for a report on 
H. R. 6988, a bill to amend an act approved December 15, 1944, authorizing the 
Secretary of the Interior to convey certain land in Powell townsite, Wyoming, 
Shoshone reclamation project, Wyoming, to the University of Wyoming. 

This Department recommends that H. R. 6988 be enacted. 

The amendment to the act of December 15, 1944 (58 Stat. 807), proposed in 
H. R. 6988 would authorize the removal of the trust and other restrictions in the 
patent issued to the University of Wyoming to the land (approximately 24 acres) 
within the Powell townsite which is now used for its demonstration and experi- 
mental farm and which was conditionally conveyed to the university, pursuant to 
that act, for so long as the same continued to be used for this purpose. The 
reservation to the United States of the minerals would not be affected. 

Enactment of H. R. 6988 would permit the university to exchange its experi- 
mental farm within the townsite for a larger experimental farm outside the town- 
site but within the Shoshone project. The exchange would, we understand, be 
effected pursuant to agreements among the University of Wyoming, the Northwest 
College of Powell, the Shoshone Irrigation District, and the present owner of the 
land for the new experimental farm. Under this agreement the university will 
accept a conditional fee to the new experimental tract under which title will pass to 
the irrigation district if it ceases to be used as an experimental farm. ‘This ar- 
rangement will assure the irrigation district a benefit similar to that which it 
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i receive if the townsite lands reverted to the Government and were sold 
t and the proceeds credited to the construction charge obligation of the district 
ler subsection I of the Fact Finders’ Act of December 5, 1924 (43 Stat. 672, 703; 
. 8. C., 1946 edition, sec. 501). Part of the present site of the experimental 
will also be sold to the Northwest College which, we are told, cannot secure 
adequate Campus site at any other location. 
The legislation will thus benefit (1) the University of Wyoming by providing a 
ger demonstration area away from urban interferences, (2) the college by per- 
ing it an adequate campus for development, (3) the town of Powell by per- 
mitting its continued expansion and the growth of its local college, and (4) the 
Shoshone Irrigation District by retaining and developing the university demon- 
ration farm on the project and by assuring it benefits similar to those permitted it 
jer subsection I of the Fact Finders’ Act. No impairment of Government 
terests is foreseen. Since under subsection I of the Fact Finders’ Act the 
Shoshone Irrigation District would be entitled to the net proceeds from any sale 
the Government of the land involved in H. R. 6988 and since it appears that 
listrict is in accord with the bill, there is no occasion to suggest that the 
iversity be required to pay the appraised value of the lands or any part of that 
[he Bureau of the Budget has advised that there would be no objection to the 
bmission of this report to your committee. 
Sincerely yours, 


\ 
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FrepD G. AANDAHL, 
Assistant Secretary of the Interior. 


Enactment of H. R. 6988 is unanimously recommended by the 
Committee on Interior and Insular Affairs. 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as intro- 
duced, are shown as follows (existing law proposed to be omitted is 
enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 


Act oF DECEMBER 15, 1944 (58 Star. 807) 


That the Secretary of the Interior be, and he is hereby, authorized and directed 
) cause a patent to issue conveying that unplatted portion of the townsite of 
Powell, Wyoming, on the Shoshone reclamation project, located in the northwest 
orner of the townsite, containing approximately twenty-four acres, to the Univer- 
‘ity of Wyoming[, in trust for use as an agricultural experiment substation;] 
it in said patent there shall be reserved to the United States all oil, coal, and 
ther mineral deposits withIn said lands and the right to prospect for, mine, and 
remove the same. 

[Sec. 2. The conveyance herein authorized shall be made upon the express 
mdition that any use to which the area is put shall comply with all town ordi- 
tances and that within thirty days of the receipt of any request therefor from the 
ecretary of the Interior, the president of the University of Wyoming shall submit 
areport as to the use made of the land herein granted the university during the 
receding period named in such request, showing compliance with the terms and 
nditions stated in this Act; and that in the event of his failure to so report, or 
the event of a showing in such report to the Secretary of the Interior that the 
erms of the grant have not been complied with, the grant shall be held to be 
rfeited and the title shall revert to the United States, and the Secretary of the 
Interior is hereby authorized and empowered to determine the facts and declare 
ich forfeiture and such reversion and restore said land to the public domain, 
and such order of the Secretary shall be final and conclusive. ] 
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330 Congress | HOUSE OF REPRESENTATIVES { REPOR1 
/ Session \ No. 1444 


CONSIDERATION OF 8. 984 


Af Pp 
D 


ROWN of Ohio, from the Committee on Rules, submitted the 


following 


REPORT 


i i Mm. 2 
e Committee on Rules, having had under consideration Hous 
olution 484, report the same to the House with the recommenda- 


that the resolution do pass. 
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sy Concress { HOUSE OF REPRESENTATIVES { — Reporr 
Session j 1 No. 1445 


CONSIDERATION OF H. R. 7839 


ctr 


24, 1954 Referred to the House Calendar and ordered to be printed 


\lr. Brown of Ohio, from the Committee on Rules, submitted the 
following 


REPORT 
(‘To accompany H. Res. 485] 
‘The Committee on Rules, having had under consideration House 


Resolution 485, report the same to the House with the recommenda- 
tion that the resolution do pass. 
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s3p Congress { HOUSE OF REPRESENTATIVES § RErPoRT 
Id Ne gsion \ { No. 1446 


EXCISE TAX REDUCTION ACT OF 1954 


Marcu 29, 1954 Ordered to be printed 


\fr. Regep of New York, from the committee of conference, submitted 
the following 


CONFERENCE REPORT 


[To accompany H. R. 8224] 


The committee of conference on the disagreeing votes of the two 
Houses on the amendments of the Senate to the bill (H. R. 8224) to 
reduce excise taxes, and for other purposes, having met, after full 
and free conference, have agreed to recommend and do recommend 
to their respective Houses as follows: 

That the Senate recede from its amendments numbered 1, 2, 4, 21, 
92, 23, 24, 26, 27, 28, 29, 32, 33, 34, 37, 38, and 39. 

That the House recede from its disagreement to the amendments 
of the Senate numbered 3, 5, 8, 9, 10, 12, 13, 15, 16, 17, 20, 25, 30, 
31, 35, 36, 40, 41, 42, 43, 46, 47, 48, 49, 50, 51, 52, 53, and 54 and 
agree to the same. 

Amendment numbered 6: 

That the House recede from its disagreement to the amendment of 
the Senate numbered 6, and agree to the same with an amendment 
as follows: 

In lieu of the matter proposed to be inserted by the Senate amend- 
ment insert the following: 

(f) Exemptions or Apmissions or Firry Cents or Less.—Section 
1700 (a) (1) (reloting to rate of tax on single or season tickets and sub- 
scriptions) is hereby amended by striking cut the second sentence thereof 
and inserting in leu thereof the following: “No tax shall be imposed 
under this paragraph on the amount paid for admission 

**( A) if the amount paid for admission is 50 cents or less. or 

‘““(B) in the case of a season ticket or subscription, if the amount 
which would be charged to the holder or subscriber for a single 
admission is 50 cents or less.”’ 

And the Senate agree to the same. 
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Amendment numbered 7: 
That the House recede from its disagreement to the amendment of the 
the Senate numbered 7, and agree to the same with an amendment as foll 
follows: 
On page 3, of the Senate engrossed amendments, strike out lines sti 
16 through 22, inclusive, and insert: ( 
subsection (a) apple ge)?’ 

(4) The last sentence of section 1700 (e) (1) (relating to ti ( 
cabarets, roof garde ns, elec.) is hereby amended by sui iking / or 
“coubsection (a) (1)” and inse rling in lieu thereof “paragraph 
or (3) of subsection (a)’’. ( 

And the Senate agree to the same. ‘se, 


Amendment numbered 11: 
That the House recede from its disagreement to the amendment of 
the Senate numbered 11, and agree to the same with amendments as 
follows: 
On page 5, line 16, of the Senate engrossed amendments, strike out he 
“Civie”’ and insert Certain Amateur | 
On page 6, of the Senate engrossed amendments, strike out lines | 
through 5, inclusive, and insert: mel 
f) Cerrain AMATEUR TueaTER PERFORMANCES.—Any admissior SEC 

to an amateur performance presented and performed by a civic or com- a 
munity theater group or organization—f no part of the net earnings there- ‘ 
of inures to the benefit of any private stockholder or individual.” i 
And the Senate agree to the same. 


Amendment numbered 14: 

That the House recede from its disagreement to the amendment of 
the Senate numbered 14, and agree to the same with an amendment 
as follows: 

In lieu of the matter proposed to be inserted by the Senate amend- 
ment insert the following: 

The amendments mad¢ by section 201 (other than subsection (6) thereof a 
shall apply only with respect to amounts paid for admissions on or after 
April 1. 1954. In addition. such amendments shall apply 

(1) in the case of any season ticket or subscription, only if a 
the admissions under such ticket or salbiigtion can occur only o rg 
or after Api il 1, 1954; and 


2?) in the case of the permanent Use of a bor or seat or a lea ( pel 
e / 
for the use of such box or seat, only if all the performances or exrhil Act 
tions at which the box or seat is used or reserved by or for the lessee Ap 


holder can occur only on or after April 1, 1954. pay 
The amendment made by subsection (6) shall apply only urith respect ( 
amounts paid on or after April PFs V5 4, for admissions on or after sich 
date 
(nd the Senate agree to the same. 


Amendment numbered 18: 

That the House recede from its disagreement to the amendment of 
the Senate numbered 18, and agree to the same with an amendment 
as follows: 

On page 7, line 21, of the Senate engrossed amendments, afte! 
“machining operations”, insert (including forging, drawing, rollii 
shearing, punching, and stamping); and the Senate agree to the sam¢ 
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Amendment numbered 19: 

That the House recede from its disagreement to the amendment of 
the Senate numbered 19, and agree to the same with amendments as 
follows: 

Beginning on page 8, line 25, of the Senate engrossed amendments, 
strike out “is held on such date’ and insert on such date is held 

On page 9, line 4, of the Senate engrossed amendments, strike out 
“one-half” and insert the difference between 

On page 9, line 5, of the Senate engrossed amendments, strike out 
“article,” and insert article and the tax made applicable to such article 

ind after April 1, 1954, 

On page 10, line 6, of the Senate engrossed amendments, after 
“secetion’’, insert to the same extent as if such credits or refunds con- 

tuted credits or refunds of such taxes 

And the Senate agree to the same. 

(mendment numbered 44: 

hat the House recede from its disagreement to the amendment of 
he Senate numbered 44, and agree to the same with an amendment as 
follows: 

In lieu of the matter proposed to be inserted by the Senate amend- 
ment insert the following: 

SEC. 506. SPECIAL CREDIT OR REFUND OF TRANSPORTATION AND 
ADMISSIONS TAXES. 

Notwithstanding any other provision of law, in any case in which tax 
has been collected prior to April 1, 1954, at the rate in effect (without 
eqard to the amendments made by this Act) prior to April 1, 1954, for 
wr in connection with the transportation of persons which begins on or 
after April L, 1954, or for admissions (refe rred to in section 201, other 
than subsections (6), (ec), and (q) thereof, of this Act) on or after April 7 
1954, the person who collected the tax shall pay the same over to the United 
States; but eredit or refund (unthout interest) of the tax collected in excess 
if that applicable (by reason of the ame ndments made by this ict) on or 
after April 1, 1954, shall be allowed to the person who collected the tax 
as if such credit or refund were a credit or refund under the applicable 
provision of the Internal Revenue Code, but only to the extent that, prior 
to the time such transportation has begun or prior to the event to which the 
right to admission relates, he has re paid the amount of such excess to the 
person from whom he collected the tax, or has obtained the consent of such 
person to the allowance of the credit or refund. For the purpose of this 
Act, transportation shall not be considered to have bequn on or after 
April 1, 1954, of any part of the transportation paid for (or for which 
payment has been obligated) commenced before April 1, 1954. 

And the Senate agree to the same. 
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Amendment numbered 45: 

That the House recede from its disagreement to the amendm: 
the Senate numbered 45, and agree to the same with an amendm 
follows: 

On page 13, line 10, of the Senate engrossed amendments, 


out 506” and insert 507; and the Senate agree to the same. 


DanteL A. REED, 
Tuomas A. JENKINS, 
RicHarp M. Simpson, 
J RE CoopER. 
W. D. MILs, 

Manage rs on the Part of the House 


EK. D. Miiuixin, \m 
Hucu Burier, 5 
Epwarp Marrvin, MI 


Ep C. JoHNSOoN, 
Managers on the Part of the Senate 








EMENT OF THE MANAGERS ON THE PART OF THE HOUSE 


The managers on the part of the House at the conference on the 
eeing votes of the two Houses on the amendments of the Senate 
bill (H. R. 8224) to reduce excise taxes, and for other purposes, 

mit the following statement 1n explanation of the effect of the 

tion agreed upon by the conferees and recommended in the ac- 
npanying conference report: 

{mendments Nos. 1 and 2: These are clerical amendments. 

e Senate recedes. 

Amendment No. 3: Under existing law the admissions tax in the 

se of roof gardens, cabarets, and similar places is 20 percent. The 

| as passed the House would have reduced the rate of tax to 10 

reent. The Senate amendment continues the 20 percent rate. 
lhe House recedes. 

{mendment No. 4: This is a clerical amendment. The Senate 

edes. 

{mendment No. 5: This amendment provides that the tax on 

lmissions shall be 1 percent for each 10 cents or major fraction 

thereof. Under the house bill the tax would be 1 cent for each 10 
nts or fraction thereof. The House recedes. 

{mendment No. 6: This amendment (for which there is no cor- 
responding provision in the House bill) provides that the tax on 
admissions under section 1700 (a) (1) of the Internal Revenue Code 
will not apply in the case of any admission of 60 cents or less. The 
House recedes with an amendment under which such tax will not 
apply in the case of any admission of 50 cents or less. 

\mendment No. 7: This amendment (for which there is no corre- 
sponding prov ision ip the House bill) retains the existing rate of 1 cent 

each 5 cents or major fraction thereof in the case of admissions, if 
the principal amusement or recreation offered with respect thereto is 
horse or dog racing at a race track. This amendment also contains 
technical provisions with respect to the tax on permanent use or lease 
of box seats, sales outside the box office, and cabarets, which are 
necessary because of the higher rate of tax on admissions to such 
racing events. The House recedes with a technical amendment. 

Amendment No. 8: Under this amendment (for which there is no 
corresponding provision in the House bill) admissions to an athletic 
game between teams composed of students from elementary or sec- 
ondary schools would be exempt from tax, if the entire gross proceeds 
from such game inure to the benefit of a hospital for crippled children. 
Under existing law the game must be between two elementary or 
secondary schools. The House recedes. 

Amendment No. 9: Under this amendment (for which there is no 
corresponding provision in the House bill) admissions to athletic 
games and exhibitions and to wrestling and boxing matches between 
educational institutions will be exempt if held during the regular 
athletic season for such event and if the proceeds therefrom inure 
exclusively to the benefit of such institutions. The House recedes. 
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Amendment No. 10: Under existing law admissions to histori 
houses, anct shrines, and museums conducted in connection therey 
maintained and operated by certain societies and organizations 
exempt from tax. Under the Senate amendment (for which the 
no corresponding provision in the House bill) the existing exemptio, 
continued, In addition, this amendment exempts from tax admissi 
to certain museums of history, art, and science and to planet 
operated by States or their political subdivisions, by the United $ 
or by nonprofit societies and organizations. The amendment 
extends the existing exemption for historic sites, houses, and 
to those operated by States or their political subdivisions 01 
United States. ane tte recedes, 


Amendment No. 11: Under this amendment (for which there $n 
corresponding site in the House bill) there is exempted fr 
admissions to performances presented by a civic theater or communit 


theater group or organization, if no part of the net earnings thereo 
inures to the benefit of any private stockholder or individual. Th, 
House recedes with amendments making it clear that the exempt 
is to apply only in the case of amateur performances which ar 
sented and performed by a civic or community theater group 
organization. 

Amendments Nos. 12 and 13: The House bill reduced the tax 
dues and memberships, and the tax on initiation fees, from the existing 
rate of 20 percent to 10 percent. The Senate amendments cont 
the 20 percent rate for both taxes. The House recedes. 

Amendment No. 14: This is a technical amendment relating to th 
effective date for the changes in the taxes on admissions and dues 
The House recedes with technical and conforming changes. 

Amendment No. 15: The House bill reduced the tax on firearms 
shells, and cartridges from 11 percent to 10 percent. Under tl 
Senate amendment the existing 11 percent rate is retained. Th 
House recedes. 

Amendment No. 16: This is a clerical amendment. The Hou 
recedes. 

Amendment No. 17: Under this amendment (for which there is n 
corresponding provision in the House bill) it is provided that t! 
existing rate of tax of 2 cents per 1,000 matches shall not exceed 
percent of the price for which the matches are sold by the produce 
manufacturer, or importer. The House recedes. 

Amendment No. 18: Under this amendment (for which there i 
no corresponding provision in the House bill) it is provided that th 
existing rate of tax on lubricating oils of 6 cents a gallon shall not, 
the case of oils used primarily in cutting and machining operations 
on metals and known commercially as cutting oils, exceed 10 percent 
of the price for which such cutting oils are sold by the manufacture! 


or producer. The House recedes with an amendment making it clear 


that the term “cutting and machining operations’, as used in th 
Senate amendment, includes forging, drawing, rolling, shearing 
punching, and stamping. 

Amendment No. 19: Under this amendment (for which there is 1 
corresponding provision in the House bill) the manufacturers’ excis 
taxes on refrigerators, quick-freeze units, and electric, gas, and 0 


appliances are reduced from 10 percent to 5 percent. The Senat 
t 


amendment also includes a provision for floor stocks refunds on such 
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articles. The House recedes with technical amendments to the floor 
stocks refund provisions. 

Amendment No. 20: This is a clerical amendment. The House 
recedes 


Amendment No. 21: This is a clerical amendment. The Senate 
recedes. 

Amendment No. 22: This is a clerical amendment. The Senate 
recedes. 

Amendment No. 23: The House bill reduced from 20 to 10 percent 
the tax on the use of safe deposit boxes. Under the Senate amend- 
ment, the existing 20 percent rate is retained. The Senate recedes. 

Amendment No. 24: This is a clerical amendment. The Senate 
recedes. 

Amendment No. 25: This is a technical amendment to correct an 
error in the House bill. The House recedes. 

Amendment No. 26: This is a clerical amendment. The Senate 
recedes. 

Amendment No. 27: This is a clerical amendment. The Senate 
recedes. 

Amendment No. 28: This is a clerical amendment. The Senate 
recedes. 

Amendment No. 29: This is a technical amendment relating to 
the effective date for the termination of the war tax rate insofar as 
it relates to roof gardens, cabarets, and similar places. The Senate 
recedes. 

Amendments Nos. 30 and 31: These amendments provide that, 
in the case of floor stocks refunds on electric tight bulbs and tubes, 
claim for credit or refund must be filed before August 1, 1954, and 
based on a request for reimbursement by the person holding the 
light bulbs or tubes which is submitted to the manufacturer or pro- 
ducer before July 1, 1954. The House recedes. 

Amendment No. 32: This is a clerical amendment. The Senate 
recedes. 

Amendment No. 33: This is a clerical amendment. The Senate 
recedes. 

Amendment No. 34: This is a clerical amendment. The Senate 
recedes. 

Amendment No. 35: This is a technical amendment relating to the 
{fective date of certain provisions of the bill. The amendment pro- 
vides that in determining whether such provisions apply, an article 
shall not be considered sold before April 1, 1954, unless possession or 
right to possession passes to the purchaser before such date. The 
House recedes. 

Amendment No. 36: This is a technical amendment made necessary 
by amendment No. 35. The House recedes. 

Amendment No. 37: This was a technical amendment made neces- 
sary by amendment No. 23. The Senate recedes. 

Amendments Nos. 38 and 39: These were clerical amendments. 
The Senate recedes. 

Amendments Nos. 40, 41, 42, and 43: These amendments make 
technical and clerical changes made necessary by other amendments. 
The House recedes. 

Amendment No. 44: This amendment adds to the bill a new section 
relating to the crediting or refunding of overpayments of tax on ad- 
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missions and on transportation where an excessive amount of tax js 
collected before April 1, 1954, for transportation of persons beginni; 
on or after April 1, 1954, or for admissions on or after such date, The 83D 
House recedes with technical and conforming changes. m 
Amendment No. 45: Under existing law, the tax on benzol, benzey 
naphtha, and certain other liquids is paid by the producer, and ¢] 
if the liquid is sold for use or used in farm tractors or other than 
motor vehicles, motorboats, or airplanes, a refund or credit is allowal 
Under the Senate amendment, the tax will be collected at the ret 
level if the fuels are sold for use or used in motor vehicles, motorboat 
or airplanes, and no tax will be collected if they are sold or used { 
other purposes. Under the Senate amendment the rates of tax 
the same as under the bill as it passed the House. The House rece 
with a clerical amendment which changes the section number. 
Amendment No. 46: This amendment strikes out matter wh 
becomes surplusage by reason of amendment No. 45. The Hous 
recedes M 
Amendments Nos. 47, 48, 49, 50, 51, 52, 53, and 54: These a; , 
clerical amendments made necessary by amendments Nos. 45 and 4¢ 
The House recedes 
DanieL A. Resp, 
Tuomas A. JENKINS, Mi 
Ricoarp M. Simpson, 
JERE CoopPER, 
W. D. Mitts, 
Managers on the Part of the House. 
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3p CONGRESS HOUSE OF REPRESENTATIVES ! REPoRT 
Id Session No - 1447 


AUTHORIZING THE POTOMAC ELECTRIC POWER CO. TO CON- 
STRUCT, MAINTAIN, AND OPERATE IN THE DISTRICT OF CO- 
LUMBIA, AND TO CROSS KENILWORTH AVENUE NE. IN SAID 
DISTRICT, WITH CERTAIN RAILROAD TRACKS AND RELATED 
FACILITIES 


Marcu 30, 1954.—Committed to the Committee of the Whole House and 
ordered to be printed 


Mr. Tauue, from the Committee on the District of Columbia, sub- 
mitted the following 


REPORT 


[To accompany S. 1691] 


The Commuting on the District of Columbia, to whom was referred 
the bill (S. 1691) to authorize Potomac Electric Power Co. to construct, 
miaineasey: and operate in the District of Columbia, and to cross 
Kenilworth Avenue NE. in said District, with certain railroad tracks 
and related facilities, and for other purposes, having considered the 
same, report favorably thereon without amendment and recommend 
that the bill do pass. 

The purpose of this bill is to authorize Potomac Electric Power Co. 
to build a railroad bridge over Kenilworth Avenue NE. to serve its 
Benning plant with coal. Presently, coal is hauled from railroad 
sidings on the southeast side of Kenilworth across the street to the 
Benning powerplant on Capital Transit Co. tracks. Under a proposed 
plan to convert Kenilworth Avenue into a six-lane divided highway, 
these tracks would have to be eliminated. Pending completion of the 
bridge as authorized by the bill, Pepco would be authorized to cross 
Kenilworth Avenue at grade with connecting tracks. 

The bill requires approval of any Pepco construction, in connection 
with the project, by the Board of Commissioners of the District of 
Columbia, before any work may proceed. 

This legislation has the approval of the Public Utilities Commission. 

The Potomac Electric Power Co. has prepared a detailed statement 
explaining the purpose of this bill, and it is hereby made a part of 
this report. 


£5186 54 
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Potomac E.ectrric Power Co.—EXPLANATORY STATEMENT AS TO BILL Avruor 
IZING CONSTRUCTION OF RAILROAD BripGE OvER KENILWORTH AVENTE N] 


Potomac Electric Power Co., the electric utility which serves the Dist; 
Columbia, owns and operates in the District a large generating station (its Ben. 
ning plant, rated capacity 260,000 kilowatts) located on a tract extending wester 
along the northerly side of Benning Road NE., from the intersection of 
road with Kenilworth Avenue NE., to Anacostia Park \t December 31, 1959 
the company’s book investment in the tract and the facilities there locat 
approximately $40,500,000 

Che boilers in the plant are fired almost wholly by coal and the only routs 
which coal presently may be brought into the plant is over the tracks of Capital 
Transit Co. which extend at grade along the westerly side of Kenilworth Aver 
from Deane Avenue, where they connect with the tracks of the East Washing 
Railroad, to two points of entry on the company’s property. | Attached 
sketch showing, among other things, the location of the plant, the presently ey 
isting Capital Transit tracks, the presently existing tracks of the Pennsylva 
and East Washington Railroads in the vicinity of the plant, and the con: 
points between the Capital Transit tracks and those of the Pennsylvania Railroad 
and the East Washington Railroad. The connections with the Kast Washi: 
Railroad and the Pennsylvania Railroad require crossings by Capital Tra 
at grade, of Kenilworth Avenue. 

At present the company pays, on all coal brought into the plant, the th: 
tariffs authorized by the Interstate Commerce Commission for the inter 
carriers, plus a fee of 25 cents per ton which is paid by the company to Capita 
Transit Co. for its services in bringing the coal from the lines of the East Was! 
ton Railroad and the Pennsylvania Railroad to the company’s sidings 
plant. 

The company understands that the government of the District has def 
well-developed plans for converting Kenilworth Avenue NE. into a six-la 
divided highway, with frontage roads on both sides, where necessary, to constit 
an integral part of a proposed improved motor-vehicle route into the cit 
Washington. It further understands that such plans contemplate that th 
existing Capital Transit tracks may be removed from Kenilworth Avenue and that 
there shall ultimately be no tracks crossing the rebuilt Kenilworth Avenue a 
grade. 

Necessarily, the company is deeply concerned with the effect. that this propose 
development of Kenilworth Avenue will have on the facilities for bringing coal 
into the Benning plant. After a thorough study, it has concluded that the only 
feasible plan for assuring itself of adequate rail connections to the plant in the 
future is for it to construct a connection between its sidings at the plant and the 
tracks of the Pennsylvania Railroad which, as shown in the accompanying sketch 
extend parallel to Kenilworth Avenue on the other side of that street from th: 
easterly end of the company’s tract. 

Accordingly, there has been introduced in the Congress a bill which, briefly 
stated, would permit the company to connect its Benning plant sidings with the 
existing Pennsylvania Railroad tracks, would permit the company to construct 
and operate a bridge carrying such connecting tracks over and across Kenilwort! 
Avenue, and pending the completion of the construction of such bridge, would 
permit the company to cross Kenilworth Avenue at grade with such connecting 
tracks. 

The uninterrupted operation of the Benaoing plant is essential to the mainte 
nance of adequate electric service in the District of Columbia and in order to 
reduce the possibility of a crippling fuel shortage to a minimum, the plant should 
have adequate, direct rail connections with a major interstate carrier. It is for 
this reason that the company urges the early enactment of the bill. Electricity 
is too important in the life of the city of Washington for its supply to be placed 
at the hazard of inadequate rail connections. 

Since Kenilworth Avenue is destined to be a major motor vehicle traffic arte? 
and, as such, must be free of rail traffic at grade, and since the company’s pla 
must have coal, it is respectfully urged that the construction of the facilities 
eovered by the bill should be promptly authorized. Early authorizatio: 
addition to assuring the plant of adequate rail facilities, will enable the Distr 
of Columbia planners intelligently to fit the desired overhead rail crossing 
the overall plans for Kenilworth Avenue 
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<3p CONGRESS t HOUSE OF REPRESENTATIVES Report 
I] Nession } No. 1448 


PROMOTING SAFE DRIVING, ELIMINATING THE RECKLESS AND 
FINANCIALLY IRRESPONSIBLE DRIVER FROM THE HIGHWAYS, 
{ND PROVIDING FOR THE GIVING OF SECURITY AND PROOF 
OF FINANCIAL RESPONSIBILITY BY PERSONS DRIVING OR OWN- 
ING VEHICLES OF A TYPE SUBJECT TO REGISTRATION UNDER 
rHE LAWS OF THE DISTRICT OF COLUMBIA 


\iarcu 30, 1954.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 


Mr. Tauue, from the Committee on the District of Columbia, 
submitted the following 


REPORT 


{To accompany 38. 2305] 


The Committee on the District of Columbia, to whom was referred 
the bill (S. 2305) to promote safe driving, to eliminate the reckless 
and financially irresponsible driver from the highways, and to provide 
for the giving of security and proof of financial responsibility by per- 
sons driving or owning vehicles of a type subject to registration under 
the laws of the District of Columbia, having considered the same, 
reports favorably thereon with amendments and recommend that the 
bill S. 2305 as amended do pass. 

The amendments are as follows: 

Page 5, line 20, change the period to a comma and add the following: 
unless the spplicent shell he.ve deposited with the Commissioners, under protest 
and subject to the decision of the court, security in the smount required by the 
Commissioners in sccordsnee with the provisions of this Act, or 2, bond in an 
mount equal to the amount of security required by the Commissioners, guere.n- 
teeing thst the spplicant, in the event the order s.ppe:led from is susts.ined or 
modified by the Court, will comply fully therewith. In the event ssid order of 
the Commissioners shr.ll be ordered v~e>ted, either by the court or the Commis- 


sioners, the security deposited under protest shall be returned to the depositor 
or the bond shell be canceled. 


On page 6, line 6, before the word ‘“The’’ add ‘‘(a)”’ 
On page 6, following line 15, add a new subsection as follows: 


(b) The Commissioners shall upon request furnish any person an uncertified 
abstraet of the District operating record of any person su ibject to the provisions 
of this Aet, which abstract shall include enumeration of any motor vehicle acci- 
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dents in which such person has been involved and reference to any convict 
of said person for violation of the motor vehicle laws, as reporte 1 to the ( 
missioners. The Commissioners shall collect for each such uncertified abst; 
sum equal to the cost to the District of furnishing such abstract, as suc] 
mav be determined by the Commissioners from time to time. 


TY 
ac 
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On page 27, lines 13 and 14, after the word “‘States”’ strike the fol- 
lowing language: ‘‘except the District of Columbia,”’ 

The purpose of this bill is to adopt for the District of Columbis 
the type of motor-vehicle financial responsibility legislation simila; 
to that which has been adopted in some 43 States. Under the pro- 
posed “security-responsibility’’ measure, when any motor-vehicl 
driver or owner becomes involved in a motor-vehicle accident in th: 
District of Columbia, involving personal injury or property damag 
in excess of $100, he will be required to demonstrate that he is covered 
by motor-vehicle public-liability and property-damage insurance i) 
certain prescribed amounts, or shall be required to de ‘posit security 
in certain prescribed forms, in an amount estimated to cover the i injury 
or damage caused to others than himself as a result of such accident 
The maximum amount of security to be required is $25,000. 

Should the driver or owner of any motor vehicle involved in a: 
accident not be covered by public-liability and property-damag 
insurance in the prescribed amounts, or if he should not deposit th 
required security, then his operator’s license, or nonresident’s operating 
privilege, as the case may be, and all of his District of Columbia 
motor-vehicle registrations will be suspended until the required 
security is deposited, or until he has demonstrated that he is covered 
by public-liability or property-damage insurance which would protect 
persons and property injured or damage «das a result of the accident in 
which such driver or owner was involved. 

The proposed legislation would, in effect, remove from the publi 
highway the financially irresponsible motor-vehicle driver or ownet 
who does not have public-liability and property-damage insurance and 
who fails to deposit security to cover any injury or damage resulting 
from an accident in which such driver or owner is involved. 

Provision is made so that persons aggrieved by any act of the 
Commissioners of the District of Columbia in denying, suspending, or 
revoking their operator’s license, nonresident’s operating privilege, 
or motor-vehicle registrations, may file an application for the allow- 
ance of an appeal from the order or decision of the Commissioners in 
the Municipal Court of Appeals for the District of Columbia. The 
decision of that court will be final and conclusive. 

Provision is also made for the service of process on nonresidents. 
For the purposes of the bill, the term ‘“‘nonresident’’ includes not only 
those persons who are not residents of the District at the time they 
are involved in an accident, but also includes those persons who 
may have been residents of the District at the time they were involved 
in an accident, but subsequent to the accident became nonresidents. 

The bill contains reciprocal provisions relating to the suspension 
of a nonresident’s operating privilege in the District, and the sus- 
pension of a District resident’s operating privilege by any State 
in which such District resident may have had an accident as a result 
of which his privilege to operate a motor vehicle in that State has 
been suspended. ‘The Commissioners are required by the bill to sus- 
pend the operator’s license and all motor-vehicle registrations of a 
District resident upon receiving certification from a State that the 
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District resident has failed to satisfy a judgment or to deposit security, 
secured or required as a result of a motor-vehicle accident in such 
State. Such action by the Commissioners is mandatory, but the bill 
limits this action to certifications from States which by their laws 
make similar provision to suspend the operator’s license and motor- 
vehicle registrations of their residents for failure to satisfy a judgment 
or deposit security as a result of an accident in the District of Columbia 

In addition to the suspension of operator’s licenses and motor-vehicle 
registrations for failure to comply with the provisions of the bill, a 
penalty clause is also contained in the bill. 

This bill has the approval of the Board of Commissioners of the 
District of Columbia, the Association of Casualty and Surety Insur- 
ance Companies, the American Automobile Association, the Keystone 
Automobile Club, the Washington Junior Chamber of Commerce, 
and the District of Columbia Bar Association. 
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9d Session No. 1449 
MiCH. 
1954 
VIKTOR R. KANDLIN 
LRY 


Marcu 30, 1954.—Committed to the Committee of the Whole House and ordered 
to be printed 


Mr. Granam, from the Committee on the Judiciary, submitted the 
following 


REPORT 


(To accompany H. R. 5842] 


The Committee on the Judiciary, to whom was referred the bill 
(H. R. 5842) for the relief of Viktor R. Kandlin, having considered the 
same, report favorably thereon without amendment and recommend 
that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of this. bill is to waive one exclusion clause of our 
immigration laws, concerning the commission of a crime involving 
moral terpiteiie in behalf of a displaced person of German ethnic origin 
who desires to join his relatives who entered the United States under 
the Displaced Persons Act of 1948, as amended. The enactment of 
this legislation would make the beneficiary eligible to qualify for entry 
under the now effective Refugee Relief Act of 1953, if otherwise 
eligible. 

GENERAL INFORMATION 


The pertinent facts in this case are contained in a letter, dated 
December 29, 1953, from the Commissioner, Immigration and Natural- 
ization Service, to the chairman of the Committee on the Judiciary. 
The said letter, and accompanying memorandum, reads as follows: 


Unirep States DEPARTMENT OF JUSTICE, 
IMMIGRATION AND NATURALIZATION SERVICE, 
Washington 25, D. C., December 29, 1953. 
Hon. Cuauncey W. Reep, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D. C. 

Dear Mr. Cuarrman: In response to your request of the Departme nt of Justice 
for a report relative to the bill (H. R 5842) for the relief of Viktor R. Kandlin, 
there is attached a memorandum of information concerning the heneficiarr. 
This memorandum has been prepared from the Immigration and Naturalization 
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Service files relating to the beneficiary by the Kansas City, Mo., office of this 
Service, which has custody of those files. : 

The bill is intended to authorize the alien’s admission to the United States for 
permanent residence notwithstanding the provisions of the Immigration anq 
Nationality Act which exclude from admission into the United States aliens why 
have been convicted of a crime involving moral turpitude and would grant the 
alien permanent residence if he is found otherwise admissible. The bill further 
specifies that this exemption shall apply only to a ground of exclusion of whje} 
the Department of State or the Department of Justice has knowledge prior to the 
enactment of the act 

As a quota immigrant the beneficiary would be chargeable to the quota of 
Russia. 

Sincerely, 
ArGYLE R. Mackey, Commissioner 


MEMORANDUM OF INFORMATION FROM IMMIGRATION AND NATURALIZATION 
ServicE FILes RE VixTor R. KANDLIN, BENEFICIARY OF H. R. 5842 


The beneficiary, Viktor R. Kandlin, is a 36-year-old native and citizen 0, 
Russia, reported to have been born July 28, 1917, in Oberdorf, Kamischin, Saratof, 
Russia. eneiielary now resides in Ittiing by Straubing, Niederlagern, Germany, 
United States Zone. _ He has never entered the United States but made an appli- 
cation for an immigration visa for permanent residence in the United States which 
was denied him because he had been convicted of a crime involving moral turpi- 
tude. The beneficiary became a member of the Russian armed forces about 
1937 and wag captured bv the Germans early in World War II; thereafter, he was 
a member of a German military organization for about 3 years. He was married 
in 1944 in Germany. His wife is Olga Helmel, who was born in Poltawa, Ukraine. 
in 1923. He had one daughter, Karin Kandlin, born in Germany September 10, 
1946. Beneficiary is reported to be a fairly good mechanic and carpenter and the 
extent of his education is unknown. He is reported to be definitely -anti-Com- 
munist. 

The sponsor, Mrs. Paul W. (Hilda H.) Keith, Oklahoma City, Okla., is a cousin 
of the beneficiary. She is an American citizen by birth. All of the foregoing 
information regarding the beneficiary was obtained by her through correspondence 
with him. Beneficiary was unknown to the sponsor until 1947 when he adver- 
tised in German language papers of the United States to contact relatives here 
He has established his relationship to the sponsor’s satisfaction by writing details 
of the family history. The sponsor bears an excellent reputation in the com- 
munity and there is no question as to her loyalty to the Unted States. 

The beneficiary is reported to have been arrested and convicted in Germany 
in 1947 for the theft of firewood. There is also an unconfirmed report that the 
beneficiary had been previously married in Russia before the present marriage 
and it is not known if said marriage was legally terminated. The family of Pau! 
Grieb, presently residing in Wiesbaden, Germany, reported to have known the 
beneficiary in Russia. The committee may desire to make inquiry of the De- 
partment of State for information in this connection, 


The Director of the Visa Office, Department of State, also submitted 
a report on this case, which reads as follows: 


DEPARTMENT OF STATE, 
Washington, February 3, 1954. 
Hon. CHauncey W. REeEeEp, 
Chairman, Committee on the Judiciary, 
House of Representatives, 

My Dear Mr. Reep: Reference is made to your letter of January 12, 1954, 
and its enclosures, wherein you requested the Department’s views concerning the 
enactment of H. R. 5842, a bill for the relief of Viktor R. Kandlin. Reference is 
also made to the Department’s informal acknowledgemnt of January 15, 1954 

According to information contained in the Department’s files, Viktor Kandlin, 
who appears to be identifiable with the beneficiary of the proposed bill, was con 
victed in the district court, Straubing, Germany, on October 25, 1947, of the charge 
that on July 5, 1947, he took four pieces of fir stockwood valued at 30 reichsmarks 
from the woods at Thannet near Schambach in violation of section 242 of the 
German Criminal Code. 

As a result of the above-mentioned conviction, the offense having been held to 
constitute a crime involving moral turpitude within the meaning of the moral 
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turpitude clause of section 3 of the Immigration Act of February 5, 1917, as 
amended, the American consular officer at Munich had no choice other than to 
refuse to issue an immigration visa to Mr. Kandlin. Were Mr. Kandlin to apply 
for an immigrant visa at this time, he would be ineligible to receive such a visa 
and would be excludable from admission into the United States under the provisions 
of section 212 (a) (9) of the Immigration and Nationality Act. 
In the circumstances, and in view of the foregoing information, the Department 
would interpose no objection to the enactment of the proposed legislation. 
Sincerely yours, 
Epwarp 8S. MAnNey, 
Director, Visa Office. 


Representative Jarman, the author of this bill, recommended the 
enactment of his measure and submitted the following statements in 
its support. 

THe Lrprary or CONGRESS 
LEGISLATIVE REFERENCE SERVICE 
Washington, D. C. 


[Translation (German)] 


BERLIN-CHARLOTTENBURG, March 24, 1952. 


Re: Your petition addressed to the district attorney at Straubing, dated February 
4, 1952, and forwarded to me for appropriate action. 
Mr. Viktor KanpuLIN, No. 33%, Ittling, Kreis Straubing: 

On the basis of paragraph 8 of the law pertaining to the annulment of court 
sentences, I have given instructions to the effect that the sentence rendered against 
you by the Amtsgericht at Straubing be taken off the penal record. 

Owing to this directive you will receive from the competent police authorities 
of your place of residence a certificate of good conduct showing no police record, 
because the sentence pronounced against you on April 17, 1950, by the Amts- 
gericht at Straubing is, as your one and only conviction, no longer to be carried in 
a certificate of good conduct. This document will be sufficient for purposes of 
emigration. You willinform the District League of Expellees at Straubing of the 
directive issued by me. 

Dr. PREUSs. 
Certified: 
Horn, Law Clerk. 
{seaAL] This is a true copy of the original. Ittling, July 9, 1953. 
(Translated by Ekizabeth Hanunian, July 29, 1953.) 





{Translation] 
ITTLINnG, June 19, 1953. 

My family and I have been living in Western Germany as refugees from Russia 

Volga region) since 1945. From 1947 to 1951 I was employed by an agency of 
the United States Army. 

In 1948 I registered for emigration to the U. S. A. and received a registration 
number. 

In 1947, before the currency reform, when we received only inadequate fuel 
rations, | was sentenced to a 100.00RM fine for theft of lumber. At that time my 
wife was sick and my daughter had just been born, and I did not have enough 
fuel to procure a warm room for them. I therefore went out in the woods to get 
some wood. On that occasion I was caught by the forest ranger, who took my 
name, and I was sentenced. 

In December 1951 I was called to the Displaced Persons Commission in Munich 
for consideration under the Volksdeutsche quota. Eight weeks later I was 
informed that due to the sentence I had received I could not get a visa for immi- 
gration into the U. 8. A. unless I had the sentence taken off the record. 

In April 1952, the sentence was taken off the record, at my request, by the 
attorney general in Berlin and I received a certificate to that effect. When I 
submitted that certificate to the consulate general at Munich I was nevertheless 
informed again that even after my sentence had been taken off the record I could 
not be admitted becaue the procedure of taking a sentence off the record was not 
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recognized in the U.S. A. Inquires from other United States agencies res); 


in my being advised that the consul general in Munich was exclusively responsi} In re I 
for making the final decision. Hon. J 

However, I cannot be satisfied that this should be the definitive result of aj) , H 
efforts. 


I would like to state that because of my 2-month stay with the Display 
Persons Commission I lost my job and have been unemployed ever since 
that I have suffered great financial losses. We 

I lost my parents and my other relatives in Russia in 1932-33, whon 
Russians took away and starved to death. My only surviving relatives resid 
the U.S. A. 

My father-in-law was taken away by the Russians in 1941 because he was y ” Th 
Volksdeutscher and we have not heard from him since that time. 

My mother-in-law and my brother-in-law have been in the U.S. A. for the pay 
year and a half. 

Thus, the family has been completely separated. 

If my request for immigration should be definitely refused, my mother-jn-\ay Uy 
and my brother-in-law would have to come back here so that the family could \y the 0 
more or less together again, 

Victor Kanob.in, men 
Haus No. 33%, Ittling, Kreis Straubing, Germany 


(Translated by Elizabeth Hanunian, July 29, 1953.) 


{Translation (German)] 


CERTIFIED Copy 
COURT ORDER (COPY) 


Please indicate in all petitions File No. Csb 125/47. 
Mr. Viktor Kandlin, Ittling No. 23 


The Court Order [sentence] is valid and enforceable. Straubing, November 5, 
1947. The Recording Clerk of the Business Office. 


[signed] OxsTEeRREICHER, Justice Inspector 


According to a report filed by Rural Police Post [forest ranger post] at Aiterhofe: 
on July 5, 1947, you took from the woods at Thannet near Schambach four pin 
trees [trunks], valued at approximately 30.00 Reichsmark. 

This action fulfills the conditions set forth in Paragraph 242 of the StGB i 
connection with Directive No. 81 (GVB1. 1946. p. 223). 

Evidence: Heigl, Rural Police Inspector, Aiterhofen, as Witness. 

Upon the written request of the State Attorney, in accordance with the above- 
cited regulations and under Par. 407 ff. of the StPO, you are being sentenced, 
instead of a ten-day prison term, considered as served, according to Par. 27 B 
StGB, to a fine of 100.00 Reichsmark. In case the fine cannot be collected, you 
will be placed in prison for ten days. 

You will pay the costs of the proceedings. 


[There follow the usual provisions with regard to appeal, etc.] 


STRAUBING, October 25, 1947. THe AMTSRICHTER. 
[signed] Dorr. 

Court fee, 5.00 RM. Certified by: 

Fine, 100.00 RM. (signed] Neuzner, Law Clerk 


Total, 105.00 RM. 

RM 0.80 for office fees [for copy of document] paid (two pages at 0.40 RM 
totaling 0.80 RM) on July 9, 1953. Business office of the Amtsgericht at Straub- 
ing. 

Nevzner, Law Clerk 


(Translated by Elizabeth Hanunian, July 29, 1953.) 
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OKLAHOMA City, OKLA., February 24, 1954 
In re H. R. 5842, Viktor Kandlin 
Hon. JOHN JARMAN, M. C., 
House of Representatives, Washington, D. C 

DeaR Mr. JARMAN: On February 12 you wrote me asking for information 
elsrifving Mr. Kendlin’s maritel stz.tus and I now have a letter from him which 
| feel is what you wanted. It is enclosed for your use. 

We do appreciz.te your assists,nce in this matter and hope it can now be brought 
to a successful conclusion. While the passsge of this bill is important to my 
family, it is even more important to Mrs. Kandlin’s mother, who has been with 
is 2 years and hes waited patiently for them to be able to join her. 

Thank you egain for your help; we will be awaiting further word from you 

Yours very truly, 
Hitpa Keirn. 
Mrs. Paul W. Keith. 


Upon consideration of all the facts in this case, the committee is of 
the opinion that H. R. 5842 should be enacted and accordingly recom- 
mends that the bill do pass. 
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HUA LIN AND HIS WIFE, LILLIAN CHING-WEN LIN 
(NEE HU) 


Marcu 30, 1954.—Committed to the Committee of the Whole House and ordered 
to be printed 


Mr. GrauaM, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To aecompany H. R. 7030] 


The Committee on the Judiciary, to whom was referred the bill 
(H. R. 7030) for the relief of Hua Lin and his wife, Lillian Ching-Wen 
Lin (nee Hu), having considered the same, report favorably thereon 
without amendment and recommend that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of this bill is to grant the status of permanent residence 
in the United States to Hua Lin and his wife, Lillian Ching-Wen Lin, 
natives and citizens of China. The bill also provides for the payment 
of the required visa fee. 


GENERAL INFORMATION 


The pertinent facts in this case are contained in a letter dated Febru- 
ary 23, 1954, from the Commissioner, Immigration and Naturaliza- 
tion Service, to the chairman of the Committee on the Judiciary. The 
said letter, and accompanying memorandum, reads as follows: 


DEPARTMENT OF JUSTICE, 
IMMIGRATION AND NATURALIZATION SERVICE, 
Fe bruary 23, 195 4. 
Hon. Cuauncey W. Reep, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington 25, D. C. 

Dear Mr. CuHarrMan: In response to your request of the Department of Justice 
for a report. relative to the bill (H. R. 7030) for the relief of Hua Lin and his wife, 
Lillian Ching-Wen Lin (nee Hu), there is attachea a memorandum of information 
concerning the beneficiaries. This memorandum has been prepared from. the 
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Immigration and Naturalization Service files relating to the beneficiaries 
Boston, Mass., offiee of this Service which has custody of those files. 

The bill would grant the aliens permanent residence in the United States upon 
payment of the required visa fees. It would also direct that two numbers hp 
deducted from the appropriate immigration quota for the first year that such 
quotas are available. 

The aliens are chargeable to the quota for Chinese people. 

Sincerely, 
A. R. Mackey, Commissioner. 


MPMORANDUM OF INFORMA‘TION FROM IMMIGRATION AND NATURALIZATION 
Service Fires Re Hua Lin anv His Wire, Liviian CHina-wen Lin (ngp 
Hv), Benericrariges or H. R. 7030 


The beneficiaries are natives and citizens of China, born November 25, 1919 
and June 22, 1918, respectively. Hua Lin entered the United States at the port 
of San Francisco on September 14, 1943, as a student. Mrs. Lin, then Lillian 
Ching-won Hu, entered at San Francisco on May 11, 1941, as a student. She 
was granted several extensions of stay as a student, the last of which expired op 
September 15, 1947. On September 25, 1947, Hua Lin was granted a change of 
status to that of a treaty trader, when he entered the employ of the Far Fag; 
Development Corp., Ltd., in New York City, as assistant manager in charge of 
specifications and purchasing. Mrs. Lin’s status was changed on July 7, 1948. 
to that of wife of a treaty trader. Mr. Lin, however, abandoned that status in 
November 1949, when he accepted a position with the Massachusetts Institute of 
Technology, Cambridge, Mass. As a consequence, warrants of arrest of depor- 
tation proceedings were issued on February 14, 1950. Mr. Lin was charged with 
remaining in the United States after failing to maintain the status of a treaty 
trader, while Mrs. Lin was charged with remaining in the United States after 
her husband had failed to maintain that status. They applied for suspension of 
deportation, but their applications were denied on July 3, 1953, and they were 
given until October 15, 1953, to depart voluntarily. 

Hua Lin obtained his bachelor of science degree in aeroengineering in 1940, 
at the National Tsing Hua University, in China- and during the years 1942-43 
he Was a lecturer in aeronautical engineering at that university. Following his 
arrival in the United States he attended the University of Michigan, at Ann 
Arbor, where he obtained his masters degree in aeroengineering in 1944. At 
present he is writing his thesis for his doctor of science degree at Massachusetts 
Institute of Technology, Cambridge, Mass. 

Mrs. Lin attended Florida Southern College, Lakeland, Fla., from September 
19, 1941, until May 24, 1943, when she received her bachelor of arts degree. From 
November 1943 until February 1945, she did graduate work at the University 
of Michigan, at Ann Arbor, and obtained her master of arts degree on education. 
She was then employed as a translator for the War Department, in Washington, 
D. C., until June 1946. In September of that year she enrolled as a full-time 
student at Searritt College, Nashville, Tenn., where she remained until] June 1947. 

A former wife of Hua Lin’s, Te-Hing Tung, whom he married in China in 
May 1943 according to Chinese custom, also came to the United States in 1945, 
and was admitted as a student destined to the University of Michigan. On 
December 23, 1946, she and Hua Lin entered into a divorce agreement at the 
Chinese consulate general in Chicago, Ill., in accordance with the Chinese Civil 
Code, and it appears that Te-Hing Tung subsequently returned to China. Or 
June 14, 1947, Hua Lin and Lillian Ching-Wen Hu were married by a Methodist 
minister at the home of her guardian in Columbia. 8. C. Two children have 
been born in the United States of the marriage one on April 30, 1948, and the 
other on January 12, 1952. At the time of the hearing which was accorded them 
in connection with their applications for suspension of deportation, the special 
inquiry officer in the Boston office of this Service held that inasmuch as Mr. 
Lin’s divorce from his former wife was not granted in accordance with the laws 
of the State of Illinois, it was not a legal termination of his prior marriage, and 
consequently, his marriage to Lillian Ching-won Hu was invalid. On the basis 
of that determination they were denied suspension of deportation, but were 
ee to depart voluntarily provided they departed within a specified time 

he opinion of the special inquiry officer was sustained by the Board of Immigra- 
tion Appeals. Communications from the Office of the Attorney General of the 
State of South Carolina, and a judge of the Probate Court of Columbia, 5. C., 
are to the effect that in accordance with the principles of international law and 
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comity, the divorce, which involves Chinese nationals and is recognized by the 
jaws of China, will be recognized in that State. The subject aliens also hold that 
their marriage is a valid one. Other than the foregoing, no adjudication has 
been made of the validity of their marriage. 

Mr. Lin has continued his employment at the Massachusetts Institute of 
Technology as an aeronautical scientist, with a present salary of $370 a month. 
4 communieation from the Office of the General Counsel, Department of the 
Air Foree, Washington, D. C., states that for several years Mr. Lin has worked 
on Air Force contracts. The letter indicates that he is an able and valuable 
aeronautical scientist, that there is a shortage of men of his caliber, and that his 
continued presence in the United States is desirable. 

The aliens have no relatives in the United States. Mr. Lin’s parents and two 
younger brothers reside in China. Mrs. Lin’s mother is deceased. Her father, 
) brothers, and 2 sisters are in China. 


In addition, the committee files contain the following letter and 


statement: 
MASSACHUSETTS INSTITUTE OF TECHNOLOGY, 
Division OF INDUSTRIAL COOPERATION, 
Cambridge, Mass., February 3, 1954. 
Hon. Louis E. GRanam, 
House Office Building, Washington 25, D. C. 

Deak Mr. Granam: The Massachusetts Institute of Technology has es a 
member of its st-.ff Hua Lin, who is engaged on classified reseerch important to 
the Air Force. He is under orders from the Immigration Service to ‘‘ voluntarily” 
leave this country on or before October 15, 1953, or to be deported. This move 
is at present blocked by a Senate private bill, S. 2499, and a House private bill, 
H. R. 7030, which is now pending in your subcommittee. The House bill was 
introduced by Representetive T. P. O’Neill of Cambridge, Mass., and was 
endorsed by Representative Laurence Curtis, of Boston, Mass. 

The essential facts of the case follow. Lin joined the MIT research staff in 
November of 1949. On October 19, 1950, he was found by the Air Force to be 
compatible to the security of the United Stetes, and was cleared for access to 
secret material. Since thet time he has engaged in Air Force sponsored research 
at MIT requiring the use of clessified information up to and including secret. 
He is presently a@ project leader supervising a USAF research program carrying 
the classification of confidential, and also concurrently working on an important 
phese of another USAF research program carrying the classificetion of secret. 
Lin has consistently demonstrated the abilities which make him an aeronautical 
research scientist of the highest celiber. He effectively organized end is now 
supervising @ research team desling with structural problems in high-speed 
aircraft. Lin’s performance in this Istter program has been of such charscter 
that we regard him ss one of the outstanding eeronzutice| research scientists in 
his field in the United States. Intellectuelly, Lin is doctors,te me.terial, and under 
normal circumstances would receive his doctorate in the near future. There is 
et present, and will be for some time, a shortage in the United States of men of 
his esliber in the aeronautics] field, 

It is our understanding that failure to pass bill H. R. 7030 would result in the 
enforced departure of Lin and his family from this country. In view of the 
immigration rulings regarding Chinese in most countries, this probably would 
mean that the Lins would be forced back to the Chinese mainland where they 
had their last residence. We consider that such action would, without question, 
constitute a grave and serious breach of security, since it would permit the de 
facto Chinese Government to use their customary methods to extract information 
from Lin. Such information would be of great value to Russian aeronautical 
scientists, by acquainting them with the characteristics of some of our latest 
military aircraft. 

It is also important to consider that ‘“‘voluntary” departure of the Lins may 
result in the dissolution of a fine Christian family. Their young children, who 
are Americans by birth, would be deprived either of their parents or their birth- 
right as Americans if the “voluntary” departure orders were carried out. It is 
not necessary in this letter for me to elaborate on the good character of this 
intelligent and personable couple or on the fact that they will make good loyal 
American citizens, since testimony to this effect has already been submitted to 
the Immigration and Naturalization Service and, we understand, will be attached 
to the departmental report to your subcommittee. 

_ Hus Lin ana his wife, Lillian Ching-Wen Lin (nee Hu), both entered the United 
States lawfully as nonquota students and maintained lawful status as long as it 
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was possible to do so—either as students or treaty traders. When Lin joinoa 
the MIT research staff, he and his wife both applied for relief under the jay +, 
change their status. We are informed that they are eligible for such a change of 
status because of length of residence and because of the economic detriment ; 
their citizen children were they to be deported. At the discretion of the hear 
officer, the maximum relief of suspension of deportation was denied, althouv) 
relief of voluntary departure, which, too, is contingent on good character, \4 
granted. Hua Lin and his wife subsequently appealed the case to the Board 
Immigration Appeals. Again, at the discretion of the special inquiry office, 
the Board upheld the action of the hearing officer. I should like to point out tha: 
the same individual who served as the hearing officer also served as the sp 
inquiry officer and reviewed the case and found that his original finding was 
correct. For Chinese, voluntary departure is of no relief because of the quot, 
situation. We are further informed that Lin can make no further appeal bevo 
the decision of the Board of Immigration Appeals. Administrative action 
thus been exhausted and the only remedy open to Hua Lin and his wife is { 
private bill now pending before your subcommittee. 

I cannot overemphasize the importance of keeping Lin in this country, 
his departure would not only constitute a breach of security but would also mea 
the loss of a very able aeronautical research scientist who is essential to \ 
defense effort and very difficult to replace. The MIT administration has call 
the attention of the Secretary of the Air Force to these facts. We understa: 
that the General Counsel of the Air Force submitted a letter on this matter 
January 7, 1954, to the Commissioner of Immigration and Naturalization 

In view of the facts outlined briefly above, it is our sincere conviction t! 
passage of the bill H. R. 7030 is in the best interests of our country. Any aid that 
you could give in obtaining favorable consideration by your committee woul 
be appreciated. 

Very truly yours, 
N. McL. Sace, Director 


Hva Lin, ALIEN Recistration No. A-7—730658 


Now residing at 140 Magazine Street, Cambridge, Mass. Was born in Peiping 
China, on November 25, 1919. 

Arrived in the United States on September 14, 1943, at San Francisco, Calif 
by means of U. 8. 8S. West Point and has remained in the United States ever 
since. 

Married to Lillian Ching-wen (nee Hu) in Columbia; 8. C., on June 24, 1947 
now having two daughters: Marv O, Lin, born in New York City on April 30 
1948; Charlotte R. Lin, born in Boston on January 12, 1952; all residing at 140 
Magazine Street, Cambridge, Mass. 

» Has been granted a secret clearance by the United States Air Force since 1950 
for classified defense research. 

Parents, Dr. and Mrs. T. N. Lin, still in China. 


IMMIGRATION STATUS 


Entered on nonquota student visa. 

Status changed to that of treaty trader in 1947 while in employment in New 
York Citv. 

Applied for suspension of deportation in 1949 at beginning of emplovment 
at MIT and was denied same after appeal to Board of Immigration Appeals. 


EDUCATIONAL BACKGROUND 


National Tsing Hua University, China. 

University of Michigan, Ann Arbor, Mich. 

Massachusetts Institute of Technology, Cambridge, Mass. 

B. S. in aeroengineering, 1940. 

M. 8S. in aeroengineering, 1944. 

Presently writing thesis for the degree of Sc. D. in aeroengineering. 


PROFESSIONAL AND HONORARY SOCIETIES 


Member, Institute of Aeronautical Sciences. 

Member, Society of Sigma Xi. 

Member, Society of Phi Kappa Phi. 

Member, Society of Gamma Alpha Rho (now, Sigma Gamma Tau). 
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EMPLOYMENT RECORD 


Central Aircraft Manufacturing Co., Ltd. (Fed. Inc. U. 8. A.), Loiwing, China, 
junior engineer in preliminary design, 1940—42. 

National Tsing Hua University, China, lecturer in aeronautical engineering, 
1942-43. 

Stinson division, Consolidated Vultee Aircraft Corp., Wayne, Mich., stress 
analyst and liaison engineer, 1944-45. 

Cincinnati Milling Machine & Grinders, Inc., Cincinnati, Ohio, trainee engineer 
in production planning and tooling, 1945-47. 

Far East Development Corp., Ltd., New York, N. Y., assistant manager in 
charge of specifications and purchasing, 1947—49. 

Massachusetts Institute of Technology, Cambridge, Mass., research engineer in 
aeronautical engineering department, 1949-52; project leader, 1953 to present. 


CHURCH AFFILIATION 


While in China and in the United States has affiliated with or has been a member 
of the following churches: 
Zion Church, Kunming, China 
State Street Methodist Church, Ann Arbor, Mich. 
Walnut Hill-Avondale Methodist Church, Cincinnati, Ohio 
St. Paul and St. Andrew Methodist Church, New York, N. Y. 
Grace Methodist Church, Cambridge, Mass. 


SOME INFORMATION ON MRS. LIN 


Wife, Lillian Ching-wen Lin (nee Hu), Alien Registration No. A-7—511753. 

Now residing at 140 Magazine Street, Cambridge, Mass. Was bornin Chekiang, 
China, on June 22, 1917. 

Arrived in the United States on May 11, 1941, at San Francisco, Calif., by 
means of S. 8. President Coolidge and has remained in the United States ever since. 

Husband, Hua Lin (see details above). 

Daughters: Mary O. Lin and Charlotte R. Lin (see details above). 

Parents: Mother, deceased; father, T. K. Hu, still in China. 


IMMIGRATION STATUS 


Nonquota student visa at entry to United States. 

Changed to wife of treaty trader in July 1948 while husband was employed in 
New York City. 

Applied for suspension of deportation in 1949 and was denied of same after 
appeal to Board of Immigration Appeals. 


EDUCATIONAL BACKGROUND 


Florida Southern College, Lakeland, Fla., B. A., 1943. 
University of Michigan, Ann Arbor, Mich., M. A., 1945. 
Searritt College for Christian Workers, Nashville, Tenn., religious education, 
1946-47. 
She has been employed by the Army Map Service, Washington, D. C., as a 
translator during 1945-46. 
She has affiliated with or been a member of the following churches while in 
China and in the United States.: 
Moore Memorial Church, Shanghai, China. 
College Height Methodist Church, Lakeland, Fia. 
State Street Methodist Church, Ann Arbor, Mich. 
Mount Vernon Methodist Church, Washington, D. C. 
West End Methodist Church, Nashville, Tenn. 
St. Paul and St. Andrew Methodist Church, New York, N. Y. 
St. Mark Methodist Church, Brookline, Mass. 
Grace Methodist Church, Cambridge, Mass. 


Upon consideration of all the facts in this case, the committee is of 


the opinion that H. R. 7030, should be enacted and accordingly 
recommends that the bill do pass. 
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HANNA WERNER AND HER CHILD, HANNA ELIZABETH 
WERNER 


Marcu 30, 1954.—Committed to the Committee of the Whole House and ordered 
to be printed 


Mr. Watter, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany H. R. 7802] 


The Committee on the Judiciary, to whom was referred the bill 
(H. R. 7802) for the relief of Hanna Werner and her child, Hanna 
Elizabeth Werner, having considered the same, report favorably 
thereon with amendment and recommend that the bill, as amended, 
do pass. 

The amendment is as follows: 

On page 2, line 1, after “section 212 (a)’’ strike out “(9)”, and 
substitute in lieu thereof ‘(12)’’. 


PURPOSE OF THE BILL 


The purpose of this bill, as amended, is to facilitate the admission 
into the United States of the German fiance, and her child, of a United 
States citizen veteran, notwithstanding one exclusion clause of our 
immigration laws. The bill has been amended to correct an error in 
drafting. 

GENERAL INFORMATION 


The pertinent facts in this case are contained in two letters, from 
the Director of the Visa Office, Department of State, and from the 
American consul general in Frankfort, Germany, respectively, which 
were submitted to the committee by Representative Gross, the author 
of this bill. The said letters read as follows: 

DEPARTMENT OF STATE, 
Washington, October 7, 1953. 
Hon. H. R. GRoss, 
House of Representatives. 

My Dear Mr. Gross: I refer to your letter of August 27, 1953, transmitting 

the enclosed communication from Mrs. Howard Picht, Shell Rock, lowa, concern- 
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ing her desire to obtain information regarding the procedure to be followed 
native-born German desiring to enter the United States from Canada.  Referenoe 
is also made to the interim telephone acknowledgment of vour letter on August 3) 
1953. 

As a requirement for admission into the United States for permanent res 
the alien in question will have to be in possession of an immigrant visa is 
an American consular officer abroad. Unless the prospective immigrant e 
within one of the categories of aliens enumerated in subdivisions 1 and 2 of 
enclosed depart mental le aflet for whom nonquota and preference status is ie 
by law, he must be charged to the nonpreference portion of the immi i 
quota of the country of his birth. Intending immigrants should be aaa 
communicate with the American consular office nearest their place of resid; 
abroad, where they will be informed specifically of the requirements to b 
and the procedures to be followed in their cases. 

Section 212 (a) (24) of the Immigration and Nationality Act renders inelig 
to receive visas and excludable from admission into the United States alie: 
seek admission from foreign contiguous territory or adjacent islands if they arrived 
there by a steamship or airline which has not signed, or does not comply with 
agreements wii h the Attorney General concerning the transportation of aliens 
under section 238 (a) of the Immigration and Nationality Act, unless such aliens 
are natives of independent countries of the Western Hemisphere, retur 
resident aliens, or have resided for 2 years in the contiguous territory or adjacer 
islands. There is no provision of law requiring that aliens desiring to enter the 
United States from Canada must first become Canadian citizens. 

Matters relating to the entry of aliens into Canada and the requirements 1 
met by such aliens before they may apply for Canadian citizenship come entir 
within the jurisdiction of the appropriate Canadian authorities and s 
ad, isedlv be taken up with those aut horitie 

Sincerely yours, 


EpWARD S. MANEY, 
Director, Visa Office 





THE ForeIGN SERVICE 
OF THE UNITED STaAtTes OF AMERICA, 
AMERICAN CONSULATE GENERAL, 
Frankfort on the Main, Germany, October 9, 19538. 
Hon. H. R. Gross, 
House of Representatives. 

My Dear Mr. Gross: I wish to acknowledge the receipt of your letter dated 
September 24, 1953, written in behalf of your constitutent, Mr. Wayne Picht, of 
Waverly, Iowa, who is interested in having Miss Hanna Werner immigrate to 
the United States. 

The visa files of this office indicate that Sergeant Picht’s application to marry 
Miss Werner was forwarded to the consulate general by headquarters, Seventh 
Army, under date of March 18, 1953, for determination as to Viss Werner’s 
eligibility to receive a visa should she and Sergeant Picht marry at a later date 
The Straf.egister (penal record) in her case revealed that she had been convicted 
on August 13, 1947, and sentenced to 12 weeks imprisonment by the German 
civil court, Giessen, for vagraney and prostitution. Sergeant Picht requested 
at the time of interview that the dossier be returned to the headquarters without 
further action, which was done. 

At the time of interview the officer processing the case advised Sergeant Picht 
to obtain the court records of Miss Werner’s conviction. Sometime. later Ser 
geant Picht informed this office that the records were not available in Giessen, 
but that he would try to obtain them from Berlin. Since then no word has been 
received from him nor from Miss Werner regarding this matter. 

From the information available it appears that Miss Werner would be in- 
eligible to receive a visa, were she to make formal application, under section 212 
(a) (12), which provides that aliens who were prostitutes or who have engaged 
in prostitution shall be excluded from admission to the United States. 

You may be certain that Miss Werner is being accorded every consideratior 
consistent with the existing immigration law and regulations and that when ihe 
presents the requested court records her case will be reviewed, 

Sincerely yours, 
C. Montaau Prcort, 
American Consul General 
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In addition, Mr. Gross submitted the following letters and state- 

ments in support of his measure: 
AMVETS, 
AMERICAN VETERANS OF WoLRpD War II, 
Iowa DEPARTMENT HEADQUARTERS, 
Des Moines, Iowa, February 17, 1954. 
H H. R. Gross, 
Office of Representatives. 
DeAR CONGRESSMAN: It has been called to my attention that a special bill has 


been introduced by you in regard to Wayne H. Picht, a veteran, to bring to this 
country Hanna Werner and her daughter, Hanna Elizabeth, from Hanau am 
Main, Germany. Mr. Picht informs me that he would have married Hanna in 
Germany had Army regulations permitted, and he will marry her as soon as she 


js able to come to this country. He will also adopt the daughter, Hanna Elizabeth. 
I have known Wayne H. Picht since 1941; he was employed a year or more in 
my garage prior to his entering the service. He was honorably discharged July 
31. 1953, after serving 33 months in the Seventh Army, 304th Ordnance Heavy 
Maintenance Company—22 months in Germany. Hehasa perfect record. I will 
personally vouch for his character and integrity, his ability to support and main- 
tain a home and family. 
\\VETS join me in wanting to be of any help possible in bringing these two 
young people together. If there is anything that I can do, please write me. 
Sincerely, 
3EN KROMA, 
Commander, AMVETS, Iowa Department 
WAVERLY, Iowa, February 8, 1954. 
To Whom It May Concern: 
This is to certify that I have known Wayne Picht since February 1949. He is 


reliable in every respect. Very industrious. In fact, we liked him so much 
that we have taken him in as a partner in the business this year. 
We are guaranteeing him $300 per month. As a partner in the business, he 


stands a very good chance of making a lot more. His living expenses here in 
Jowa are not excessively high. I feel that he is amply able to support Hanna 
and her daughter. 
[Signed] Mrs. Lestre W. MILuER. 
Srate oF Iowa, 
Bremer County: 

Subscribed and sworn to by Mrs. Leslie W. Miller this 8th day of February 
1954 

[SEAL] C. E. Morxtuinea, 

Notary Public in and fer Bremer County, Towa. 

My commission expires July 4, 1954. 

WAVERLY, Iowa, February 8, 1953. 
Re immigration of Hanna Werner and daughter, Hanna Elizabeth Werner, 
of Verlangerte, Berkenheimer Str. 40, Hanau am Main, Germany. 
To Whom It May Concern: 

I, Wayne H. Picht, Waverly, Iowa, hereby state that: 

I am engaged to marry Hanna Werner, of Hanau am Main, Germany, and that 
if she and her daughter, Hanna Elizabeth Werner, are admitted entry into the 
I nited States, I will marry Hanna Werner, and adopt her daughter, as soon as 
possible after her entry. 

I further state that I am financially able, and will provide a home and support 
for her and her daughter. 

I further state that I am in full knowledge of her court record. 

I further state that, to the best of my knowledge and belief, there has been no 
change in her status since application for entry into the United States was first 
made in December of 1952. 

[ hereby swear the above statements to be true and correct. 

Wayne H. Picurt, 
Miller Hatchery, Waverly, Lowa. 

Sworn and signed before me this 8th day of February 1954 at Waverly, Iowa, 
Bremer County. 

[SEAL] Vrrainta Forp. 

Notary Public. 
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WaveERLy, lowa, February 8 

Re: Immigration of Hanna Werner and daughter, Hanna Elizabeth W 

Verlangerte, Berkenheimer Str. 40, Hanau am Main, Germany. 
To Whom It May Concern 

I, Wayne H. Picht, Waverly, lowa, wish to make the following state: 
behalf of myself in my efforts to obtain a visa for my fiance, Hanna Wert 
her daughter, Hanna Elizabeth Werner. 

I was stationed in Germany for almost 22 months, serving with the 
Ordnance Heavy Maintenance Company, Seventh Army, at Hanau, Germa 





met Hanna Werner soon after my arrival in Germany. She appeared t 
very proper type of woman, sincere, honest, modest, and decent, and 
religious, as statements from her local friends and neighbors bear witnes ~ 
admits that she was wrong in some of her actions in earlier life, but is re 

to do everything possible to maintain the high moral standards she has : 

for herself since that time. Our friendship grew into love and it is 


fervent hope to marry her and adopt her daughter 
She and her sister fled their home in the Russian Zone, due to the se\ 


Y 


ships there in the spring of 1947, to come to Hanau to live with elderly 
Unemployment was widespread and they were repaying the friends by | 
with the housework and any small amounts of employment availabl 


were refused passes upon arrival, because they did not have official pa 
t of the Russian Zone and at that time there were no facilities or arra 

to take care of refugees he and her sister were keeping social compar 

two American soldiers when they were stopped by German police and a 











their passes, which is still a very common practice. They could not produ s 
passes becat of the above obvious reasons, and were therefore arrest: 
ordered to stand trial! Che trial was very unjust in my American opinion i 
it was very hasty, without any defense lawyer and very little considerat 


justice on bel alf of the defendant. 

Being an American, I of cou am a strong believer in justice. [ver 
was guilty of the charges, which I do not believe, she has served her sent 
Why should she be penalized further by being denied a visa? Especially 
light of her very good record of moral character since that time. 
he was later engaged to marry the American whom she was going with a . 
time of her arrest. As vou probably know, it is a common custom in Gern 
as well as most Huropean countries, to consider an engagement for marriag 
marriage itself. 

She became pregnant and her soldier fiance deserted her and his unborn child, 
refusing to face his responsibilities, as is so often the case overseas. She is a 
loving and considerate mother and now knows that this is one German cust 
that is wrong in many respects and that she was wrong to believe in it. 0 
relationship both before and after our engagement was most certainly not 
accordance with that custom. Our relationship was at all times above reproa 
We attended church quite regularly with her daughter, and as our Chaplain Ha 
graves stated, after his lengthy interview with us, he approves of our marriage 
that we both realize the responsibilities of marriage and that our marriage would 
not reflect discredit upon the United States Government 

I have never known a more decent, honest, bighearted woman and lo\ 
unselfish mother. I love both Hanna and her daughter very much and want 
as ny wife for the rest of my life. Again may I emphasize that she has served 
her sentences I ask you to show us what justice really means by acting favoral 
in her behalf, as I so earnestly believe her good record and good moral conduct a1 
character since that time justly warrant. 

I have unselfishly and wholeheartedly given 33 months of service to my Gover! 
ment and country. I trust in all that is just and right that you, my Government 
will act favorably upon my request in return 

[ swear the above statement to be true, to the best of my knowledge. | 

Verv respectfully, ; the 
Wayne H. Picu 














cor 


Sworn and signed before me this 8th day of February 1954 in Waverly, Iowa, 
Bremer County. 
[SEAL] VIRGINIA Forp, 
Notary Publ 
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88TH ORDNANCE Company (HBAvY MAINTENANCE), 


septlembe 1, 1958. 
It May Concern: 
e known Sergeant Picht since November 1951. During that period of 
er 1951 to June 1953 there has never been an occasion for me to repri- 
correct him for moral conduct or lack of enthusiasm or the ability t« 


yb done. 
H vork for me was of the highest 
I {rmy as a whole. 
is one of the most qualified men working in 


caliber and is sorely missed by | 


maintenance and repair of 
t7 tank turret and many other artillery pieces. 


» would like to express at this time the deep regret th: 
command. His work was above reproach and hi 
n was of the highest degree 

Sincerely, 


Wriittam D. McLArRep 
First Lieutenant, Ordnance ( 


HEADQUARTERS, STH ORDNANCE BATTALION, 


APO 46, U.S. Army, 27 April 1953 


9 21 Apr. 53 
S t: Commendation. 


Commanding Officer, 304th Ordnance HM Company, APO 46, U. 8S. 
geant First Class Wayne H. Picht, US55045841, 304th 


t Ordnance HM 
pany, APO 46, U.S. Army. 


It is indeed gratifying to me to receive and pass on to you a commendation 
1 have richly earned as a result of the effort put forth by you and your 
ates as instructors on the T41E1 tank course. 
2. Your individual performance materially contributed to the overall success 
; program and elicited high praise from all who attended. 


\ copy of this correspondence will be made a part of your 201 file. 


Hersert L. HABERSTRON, 
, Lt. Colonel, Ord. Corp 


‘ 


Commanding. 


HEADQUARTI 


RS, iW NAN CGrROT 
”) s 7 Y lrpy dq | j 
1/ ; i i i 
. Commendatior 
j ugh: Commanding Officer, 8th Ordnance Battalion APO 46, U.S. Arn 


Sergeant First Class Wayne H. Picht, US55045841, 304th Ordnance Heavy 
Maintenance Company, APO 46, U. 8. Army 

I desire to express my deep appreciation for the excellent method in which 

carried out your assignment as an instructor in the T41E1 class Your 


ess, initiative, and demeanor were outstanding in the completion of this task 


2. In addition your cooperative spirit and teamwork contributed to the overall 
‘ ation of this course and reflects credit upon yourst if and esprit e corps of 
ir parent organization 


Howarp M. EL.ior! 


Lt. Col., Ord Corps, Commanding 


Upon consideration of all the facts in this case, the committee is of 


the opinion that H. R. 7802, as amended, should be enacted and ac- 


cordingly recommends that the bill do pass. 


{f) 
7 
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&3p CokukEss ) HOUSE OF REPRESENTATIVES Reporr 
Id Session j i No. 1452 


\UTHORIZING THE SALE OF CERTAIN PUBLIC LAND IN 
\LASKA TO THE COMMUNITY CLUB OF CHUGIAK, 


3). 1954 Committed to the Committee of the Whole House and 
ordered to be printed 


\ir. Mrtuer of Nebraska, from the Committee on Interior and 
Insular Affairs, submitted the following 


REPORT 


[To accompany H. R. 2014] 


The Committee on Interior and Insular Affairs, to whom was 
referred the bill (H. R. 2014) to authorize the sale of certain public 
land in Alaska to the Community Club of Chugiak, Alaska, having 
‘onsidered the same, report favorably thereon with amendment and 
‘ecommend that the bill do pass. 

The amendment is as follows: 

Page 2, strike all of lines 7 to 11, inclusive, and insert in lieu thereof 
the following: 
udlaws. The Secretary shall have the appraisal made on the basis of the value 
{ the lands at the date of appraisal, exclusive of any increased value resulting 
rom the development or improvement of the lands 

Sec. 3. Notwithstanding any of the provisions of this Act, the Secretary shall 
mvey the lands to the Community Club of Chugiak, Alaska, only if the club 
ays the price fixed by the Secretary within five years after notification by the 
secretary of the price. 


EXPLANATION OF THE BILL 


H. R. 2014 authorizes the Secretary of the Interior to sell to the 
Community Club of Chugiak, Alaska, 4.93 acres of unclassified pub- 
lic land, at its reasonable appraised value, for use as a community 
recreation center. The club now occupies the land under a revocable 
special land-use permit and has erected a community building thereon. 

The Department of the Interior has no objection to the enactment 
of the bill, stating in its report that the land’s use as a community 
recreation center would be in accord with the Department’s program 
for small tract development in the area. 

The committee has amended the bill to delete the minerals reserva- 
tion to the United States, inasmuch as there are no known mineral 
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2 AUTHORIZING SALE OF CERTAIN PUBLIC LAND IN ALASKA 
reserves underlying the land. Since the club has erected a building 
on the tr: the comm ittee also has amended H. R. 2014 to provid 


that the Seer retary s appraisal should be made on the basis of the valy 
exclusive of anv increased vere resulting from the development 9, 
ovement of the land. 
At the suggestion of the » Department of the Interior the bill has beep 
amended to provide that the purchase price must be paid within 
vears after notification by the Secretary of the price. 


The Department’s report is set forth below in full: 











DEPARTMENT OF THE INTERIOR, GR 
OFFICE OF THE SECRETARY, 
Washington So. B &. March 11, 195/ 
H 1. L. MILLER 
n, Committee on Interior and Insular Affairs, 
House J Represe? ves, Wash ngton e i, A, 
My I rR D Mitter: TI is in reply to the equest of 5 our committee for a 
report on H. R. 2014, a bill auth orize the ahile of certain public land in Alaska | 
the Community Club of Chugiak, Alaska. 
I have no objection to the enactment of this bill, if amended as suggested in tl 
report 
H. R. 2014 would direct the Secretary of the Interior to issue patent to th Ir 
Col unity Club of Chugiak, Alaska, for use as a community recreation cent 
d for othe purposes, & tract of land described as lot 21 of sectio: 
! p 15 north ize | west, Seward Meridan, Alaska, containing 4.93 acr 
i provides that the land shall be sold at a reasonable appraised pric 
than $1.25 per acre and that the coal and other mineral deposits shall 
erved to the United States. The conveyance would exclude any land cove 
t valid existing right initiated under the public land laws. 
tract of land covered by H. R. 2014 is within an area of public land w! 
d drawn for use of the War Department for military purposes by Publi 
Land Order No. 95 dated March 12, 1943. Public Land Order 891, dated April ‘| 
15, 1953, revoked Public Land Order No. 95 as to these lands, but provided that Ho 
he lands shall not be subject to disposition until classified. Some of the lands ir ae 
his area have been classified for timber resource disposal and some for disposition Res 
der the Small Tract Act June 1, 1938 (43 U.S..C., 1946 ed., sec. 682a).. This ule 
xet permits the lease and disposal of smail tracts for recreation, residence, business rec 
ul er pur ot 21 of section 9 has not been included in any o1 i ro 7 
classification I se as a community recreation center, however, would be in " 
harmony with the Department’s program for smali tract development of this ares : 
Chis Departmer as issued a revocable special land-use permit to the oe the 
I Club of Chugiak, Alaska, for this tract. The club has built a com- san 
munity building on the land. There appears to be no reason, therefore, why 


the club should not be permitted to purchase the lands. 

The bill should be amended, however,:to put some limit on the time withir 

ich the lands may be purchased under the bill, in order to avoid any possibility 
of the lands being tied up indefinitely. 

| suggest therefore that the following-seetion be added to the bill: 

1c. 3. Notwithstanding any of the provisions of this Act, the Secretary sha 

onvey the lands to the Community Club of Chugiak, Alaska, only if the clu 
pays the price fixed by the Secretary within five years after notification by the 
Secretary of the price.” 

rhe Bureau of the Budget has advised that there is no objection to the sub- 
mission of this report to the committee. 
Sincerely yours, 

ORME LEwis, 
Assistant Secretary of the Interior. 


The Committee on Interior and Insular Affairs unanimously 
recommends that H. R. 2014 as amended be enacted. 


cy 
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3p Congress | HOUSE OF REPRESENTATIVES Report 
»] Session i No. 1453 


GRANTING STATUS OF PERMANENT RESIDENCE TO 
CERTAIN ALIENS 





Marcu 31, 1954.—Ordered to be printed 





\lr. Granam, from the committee of conference, submitted the 


following 


CONFERENCE REPORT 


{To accompany H. J. Res, 238] 


The committee of conference on the disagreeing votes of the two 
Houses on the amendment of the Senate to the joint resolution (H. J. 
Res. 238) granting the status of permanent residence to certain 
aliens, having met, after full and free conference, have agreed to 
recommend and do recommend to their respective Houses as follows: 

That the Senate recede from its amendments numbered (7) and (8). 

That the House recede from its disagreement to the amendments of 
the Senate numbered (1), (2), (3), (4), (5), and (6) and agree to the 
same, 

Louis E. GRAHAM, 

Rutu THompson, 

Francis E. WAtreEr, 
Managers on the Part of the House. 

Artruur V. WarkKINs, 

Rosert C. HENDRICKSON, 

Pat McCarran, 
Managers on the Part of the Senate. 
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STATEMENT OF THE MANAGERS ON THE PART OF THE HOUSE 


The managers on the part of the House at the conference on the 
disagreeing votes of the two Houses on the amendment of the Senate 
to the joint resolution (H. J. Res. 238) granting the status of permanent 
residence to certain aliens, submit the following statement in explana- 
tion of the effect of the action agreed upon by the conferees and 
recommended in the accompanying conference report: 

The Committee on the Judiciary of the House of Representatives 
was advised by the Commissioner of Immigration and Naturalization 
on December 4, 1953, that the two aliens to whom the granting of 
permanent residence was proposed under the amendments of the 
Senate numbered (7) and (8) had been granted permanent residence 
administratively by complying with the pertinent provisions of the 
general immigration laws. Therefore, congressional action on the two 
cases 1S ho more hecessary. 

Louis E. Granam, 

Rutu THOMPSON, 

Francis E. Waurer, 
Managers on the Part of the House. 


(> 
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83D ‘CONGRESS HOUSE OF REPRESENTATIVES REporrT 
9] Session No. 1454 


AMENDING THE UNIFORMED SERVICES CONTINGENCY 
OPTION ACT OF 1953 


Marcu 31, 1954.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 


Mr. Suort, from the Committee on Armed Services, submitted the 
following 


REPORT 


[To accompany H. R. 8539] 


The Committee on Armed Services, to whom was referred the bill 
(H. R. 8539) to extend the period of election under the Uniformed 
Services Contingency Option Act of 1953 for certain members of the 
uniformed services, having considered the same, report favorably 
thereon without amendment and recommend that the bill do pass. 

The purpose of the proposed legislation is to extend the time during 
which active members of the uniformed services who completed 18 
years of service on the effective date of the Uniformed Services 
Contingency Option Act of 1953 (November 1, 1953) may make an 
election to provide continuing benefits for their survivors under the 
provisions of that act. No other groups of service personnel are 
affected. 

Under the present act such members must make their election not, 
later than April 30, 1954, and the proposed bill would extend that 
period until November 1, 1954: 

Because the implementing regulations, promulgated following the 
enactment of the Contingency Option Act, were not approved until 
December 31, 1953, there has been insuflicient time to distribute all 
of the information with respect to the proposed act. to persons who 
must make their election for coverage within the present. specific time 
period. Thus, the extension from April 30, 1954, to November 1, 
1954, will. permit the necessary information and explanation of the 
provisions of the act to be widely distributed throughout the Armed 
Forces so that persons who completed 18 years of service on the 
effective date of the act (November 1, 1953) will have full opportunity 
to study, and if they so desire, elect one or more of the options provided 
under the act. 
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There is no cost involved to the Government since the entire 
program is self-sustaining. Enactment of the proposed legislation js 
considered necessary to avoid what might otherwise develop into an 
unfortunate deprivation of the benefits provided by the Uniformed 
Services Contingency Option Act. 

The Department of Defense recommends enactment of the proposed 
legislation, as indicated by the attached letter, hereby made a part of 
this report. 


Marcu 22, 1954 
Hon. JosepH W. Martin, Jr. 
Speaker of the House of Representatives, Washington 25, D. C. 

My Dear Mr. Speaker: There is enclosed a draft of proposed legislation to 
extend the period of election under the Uniformed Services Contingency Option 
Act of 1953 for certain members of the uniformed services. 

This proposal is part of the Department of Defense legislative program for 
1954. The responsibility for representing the Department of Defense on this 
legislation has been delegated to this Department by the Office of the Secretary 
of Defense. 

PURPOSE OF THE LEGISLATION 


The purpose of this proposed legislation is to extend the time during which 
active members of the uniformed services who had completed 18 years’ service 
on the éffective date of the Uniformed Services Contingency Option Act of 1953 
may make an election under that act. Section 3 (a) of the Uniformed Services 
Contingency Option Act presently provides that such members must make the 
election within 180 days after the effective date of the act, that is, by April 30, 
1954. The proposed legislation would extend this period of election to Novem- 
ber 1, 1954. 

The Uniformed Services Contingency Option Act provides that members of 
the uniformed services may elect to take a reduced amount of any retired pay 
awarded them as a result of their service in a uniformed service in order to pro- 
vide an annuity for their survivors. Under section 3 (a) of that act active mem- 
bers who had on the effective date of the act, November 1, 1953, completed 18 
years of service which is creditable in the computation of their active-duty pay, 
who desire to participate in the plan, must make their election within 180 days 
after the effective date of the act, that is, by April 30, 1954. 

While the Uniformed Services Contingency Option Act was enacted on August 
8, 1953, the implementing regulations were not approved until December 21, 1953 
Information, however, concerning the options available under the act and their 
estimated costs were furnished the military services as soon as possible after the 
act was enacted. Nevertheless, many ships and distant stations have onl) 
recently received this information. Because the options under the act present a 
system of survivors’ benefits which is entirely new to the military services and 
as the election which must be made is for all practical purposes irrevocable, there 
are many factors which must be considered by the individual member before a 
decision can be made. If the time in which the members who have completed 
the 18 years’ service is not extended the benefits of the act will be lost to a great 
many of them because of insufficient time to study and understand these benefits 


COST AND BUDGET DATA 


The enactment of this proposed legislation would cause no apparent increase 
in budgetary requirements. 

The Bureau of the Budget has advised that there would be no objection to 
the submission of this proposal to the Congress. The Department of the Navy, 
on behalf of the Department of Defense, recommends that the proposal be en- 
acted by the Congress. 

Sincerely yours, 


R. B. ANDERSON, 
Secretary of the Navy. 
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AMENDING UNIFORMED SERVICES CONTINGENCY OPTION ACT 3 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill are shown 
as follows (existing law in which no change is made is in roman, new 
language is in italics, and that part to be omitted is enclosed in 
brackets) : 

Pusiic Law 239, 83p ConGrREss 


Sec. 3. (a) An active member may elect, prior to the completion of eighteen 
years of service which is creditable in the computation of active-duty pay in the 
niformed service of which he is a member, to receive a reduced amount of any 
retired pay which may be awarded him as the result of service in his uniformed 
service in order to provide one or more of the annuities specified in section 4, 
payable after his death in a retired status to his widow, child, or children, of such 
widow, child, or children are living at the date of his retirement. Where the 
active member is awarded retired pay by his uniformed service for physical 
disability prior to the completion of the eighteen years of service, the election 


may be made at the time of retirement. An active member who has heretofore 
completed the eighteen years of service may make this election within [one 
hundred and eighty days] one year after the effective date of this Act. An active 


member who, as a result of or in connection with military or naval operations, is in 
a status of missing, missing in action, interned in a neutral country, captured by a 
hostile foree, or beleaguered or beseiged, and because of that status is unable to 
make the election prior to the completion of the eighteen years of service, or an 
active member who is in that status on the effective date of this Act and has 
theretofore completed the eighteen years of service, may make the election within 
six months of his return to the jurisdiction of his uniformed service. A person 
who is a former member on the effective date of the Act and who is thereafter 
awarded retired pay by a uniformed service may make the election at the time he 
is awarded that pay. The terms of the election may be modified or revoked by a 
member at any time prior to his retirement but any modification or revocation 
so made shall not be effective if he retires within five years after the date it is made. 
Any member who revokes an election shall not thereafter be permitted to with- 
draw or modify his revocation and after it becomes effective, he shall not be 
permitted to be covered in any way by this Act. 
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s3p Congress (| HOUSE OF REPRESENTATIVES { REPORT 
} Nession J No. 1455 


PATENTING OF PLANTS 


Marcu 31, 1954.—-Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 


Mr. CruMPACKER, from the Committee on the Judiciary, submitted 
the following 


REPORT 


{To accompany H. R. 5420] 


The Committee on the Judiciary to whom was referred the bill 
H. R. 5420) to amend section 161, title 35, United States Code, 
relating to the patenting of plants, having considered the same, report 
favorably thereon with amendments and recommend that the bill do 
pass. 

The amendments are as follows: 

1. Page 1, line 8, strike out “‘tuber-propagated”’ and _ insert 
“tuberpropagated”’. 

2. Page 1, line 9, strike out “‘wild variety” and insert in lieu thereof 
“a plant”’. 

PURPOSE OF THE AMENDMENTS 


soth of the amendments are merely perfecting ones, the first to 
correct misspelling and the second for purposes of clarification. 


PURPOSE OF THE BILL 


The purpose of the bill is to amend section 161, title 35, United 
States Code, relating to the patenting of plants, in order to indicate 
clearly that plant seedlings discovered, propagated asexually and 
proved to have new characteristics distinct from other known plants, 
are patentable under the patent laws of the United States. 


GENERAL STATEMENT 


The bill provides that whoever invents or discovers and asexually 
reproduces any distinct and new variety of plant, including cultivated 
sports, mutants, hybrids, and newly found seedlings, other than a 
tuberpropagated plant or a plant found in an uncultivated state, may 
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obtain a patent therefor. Under the present Plant Patent Act. 
seedling plants developed by chance, with no attention or effort by 
the owner, are not subject to patent. 

This bill is made necessary because of a change in the ruling of the 
Patent Office on the so-called chance seedlings. For many years, the 
Patent Office considered these chance seedlings to be patentable but 
about 4 years ago that Office reversed its position and ruled that Con- 
gress did not intend that these plants be embraced within the plant 
patent amendments. Thus, the enactment of this bill will indicate 
clearly that plant seedlings discovered, propagated asexually, and 
proved to have new characteristics distinct from other known plants 
are patentable under the patent laws of the United States. 

It is the opinion of the committee that the enactment of this bill 
as amended, will not only remove any doubt that the legislative intent 
of the Congress when it enacted the plant patent amendments clearly 
intended that sports, mutarits, hybrids, and seedlings, discovered by 
persons engaged in agriculture or horticulture, should be patentable, 
but it would also strengthen the original purpose for the enactment of 
a plant patent act by enhancing the incentive for achievement in plant 
breeding, gardening, and horticulture. 

Attached hereto and made part of this report are communications 
from the Department of Agriculture and the Department of Com- 
merce relating to the proposed bill. 


DEPARTMENT OF AGRICULTURE, 
Washington 25, D. C., October 5, 1953 
Hon. Cuauncey W. REEp, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D. C. 

Dear Mr. REED: This is in reply to your request of June 15, 1953, for a report 
on H. R. 5420, a bill to amend section 161, title 35, United States Code, relating 
to the patenting of plants. 

The bill provides that whoever invents or discovers and asexually reproduces 
any distinct and new variety of plant, including cultivated sports, mutants, 
hybrids, and newly found seedlings, other than a tuber-propagated plant or wild 
variety found in an uncultivated state, may obtain a patent therefor. Under 
the present Plant Patent Act, seedling plants developed by chance, with no 
attention or effort by the owner, are not subject to patent. 

The wording of the amendment appears to be ambiguous in certain respects 
If John Doe discovers a mutant in an orchard owned and operated by another, 
who is entitled to the patent—the discoverer of the mutation or the owner of the 
orchard in which it occurred? It is suggested that the bill be amended by insert- 
ing a limitation that patents may be obtained only with respect to new varieties 
which the inventor owns cr for the reproduction of which he has the owner's 
permission. The reason for this amendment is that trees and similar plants 
constitute a part of the real estate on which they grow. It is intended that 
patenting be authorized only in those cases where new varieties are owned by the 
inventor or discoverer or for the reproduction of which he has the owner's 
permission. 

There is also ambiguity in the wording in line 9, “a wild variety found in an 
uncultivated state.” It is suggested that this phrase be amended by substituting 
the word ‘‘plant” for ‘wild variety,’’ and that there be inserted after the words 
“uncultivated state’? some such phrase as “or in a location where no effort has 
been made to promote the growth of the plant. * * *” 

The first paragraph of the section as amended would thus read (proposed 
U.S. Department of Agriculture language italicized): 

“SECTION 161. PATENTS FOR PLANTS 


“Whoever invents or discovers and asexually reproduces any distinct and new 
variety of plant which he owns or for the reproduction of which he has the owner's 
permission (such plants to include [including] cultivated sports, mutants, hybrids, 
and newly found seedlings), other than a tuber-propagated plant or [wild variety 
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t found in an uncultivated state or in a location where no effort has been 
o promote the growth of the plant, may obtain a patent therefor, subject to 
the conditions and requirements of this title.”’ 

rhe Plant Patent Act was originally passed for the purpose of increasing the 
incentive for achievement in plant breeding, gardening, and horticulture. The 
pill, if amended as suggested above, would further increase those incentives by 
ithorizing the patenting of plants discovered and propagated in orchards and 


a 








” This Department recommends passage of the bill if amended as suggested above 
The Bureau of the Budget advises that, from the standpoint of the program of 
the President, there is no objection to the submission of this report. 
Sincerely, 
TRvE D. Morsge, 
Acting Secretary 


Auaust 26, 1953. 
Hon. CHAUNCEY W. REED, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D. C. 


Dear Mr. CuarrMan: This letter is in reply to your request of June 15, 1953, 
for the views of this Department with respect to H. R. 5420, a bill to amend 
section 161, title 35, United States Code, relating to the patenting of plants. 

This Department recommends against enactment of H. R. 5420 for the reasons 
set forth in the attached memorandum dated July 20, 1953, to the General Counsel 
of the Department from the Commissioner of Patents. 

We have been advised by the Bureau of the Budget that it would interpose 

) objection to the submission of this letter. 

If we can be of further assistance in this matter, please call on us. 

Sincerely yours, 
Rospert B. Murray, 
Acting Secretary of Commerce. 


DEPARTMENT OF COMMERCE, 
Unirep States Patent Orricr, 
Washington, July 20, 1958. 


MEMORANDUM RE H#l. R. 5420 


lo: The General Counsel. 
From: Patent Office. 

This bill proposes to amend section 161, title 35, United States Code, by adding 
“cultivated sports, mutants, hvbrids and newiy found seedlings otherthana * * * 
wild variety found in an uncultivated state’’ to the plants within the scope of the 
section providing for plant patents. The language used appears to contemplate 
the grant of a patent to one who has merely found a plant not previously known 
and has contributed nothing to producing it, provided it is found in a cultivated 
state 

In the case of Thompson et al. v. Roisselier et al. (114 U.S. 1), it was held by the 
Supreme Court of the United States that the constitutional provision relating to 
patents requires that ‘‘The beneficiary must be an inventor, and | 


‘ 


he must have 
made a discovery” and that “It is not enough that a thing shall he new in the 
sense that in the shape or form in which it is produced it shall not have been before 
known, and that it shall be useful, but it must under the Constitution and the 
statute amount to an invention or discovery.” 

The question of constitutionality was carefully considered by the Congress in 
connection with the original plant patent law, and is discussed in substantially 
the same way in the reports to accompany H. R. 11872 (H. Rept. 1129, 7Ist 
Cong.) and 8. 4015 (S. Rept. 315, 71st Cong.), 71st Congress. While a portion of 
that discussion seems to indicate that the committees were of the opinion that the 
rrant of a patent solely on the basis of finding a new plant would not exceed the 
constitutional authority, the primary basis for holding the law then under con- 
sideration to be constitutional was that there is a ‘‘clear and logical distinction” 
between the finding of a mineral which “is created wholly by nature unassisted 
by man” and a “plant discovery resulting from cultivation’? which cannot “be 
reproduced by nature unaided by man.’ The reports also point out, in support 

constitutionality, that ‘“‘the committee has, by its amendment in striking out 


the patenting of ‘newly found’ varieties of plants, eliminated from the scope of the 
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bill those wild varieties discovered by the plant explorer or other person who has 
in no way engaged either in plant cultivation or care and who has in no other Wat 
facilitated nature in the creation of a new and desirable variety.” 

rom the language used in the reports it seems clear that serious doubts wer 
entertained by the committees as to whether a patent could properly be granted 
merely on the basis of finding a new plant. It has been consistently held in other 
fields that the mere discovery of an article or composition which is old in nature 
cannot in itself form the basis for a patent. 

It is possible that the references to cultivation in the present bill might be urged 
as distinguishing from a pure chance find. However, there is nothing in the |ap. 
guage used which would require the prospective patentee to have made any cop. 
tributicn whatever to the producing of the plant, or even to its cultivatio, 
Apparently he might have discovered it in a neighbor’s garden. Accordingly, s 
far as constitutionality is concerned, the language of the bill does not differ mate. 
rially from the inclusion of any newly discovered plant already existing in natur 

Apart from any possible bearing on the question of constitutionality, there 
seems to be no good reason for limiting patentable discoveries of plants to thos 
made in cultivated areas. On the contrary, it would seem that the progress of 
science and the useful arts would be better promoted by rewarding one who has 
gone to the trouble and expense of locating and making available a new plant 
found in a remote area, than one who has merely accidentally discovered such 4 
plant in his own or another’s garden. 

It would appear, moreover, that the language of the bill would give rise t 
difficult questions of interpretation. It is not certain whether the new plant 
itself must be the subject of cultivation, or must merely be found in a cultivated 
area. Apparently the question of patentability might sometimes be reduced to 
one as to which side of a fence the plant was found on. Questions of inventorship 
and ownership may also arise. 

It is thought that the adoption of the bill in its present form would not be ad- 
visable, but if the patenting of newly found plants is regarded as constitutional and 
in the interest of public policy, the Patent Office would interpose no objection to ar 
appropriately drawn bill on the subject. 


Rosert C. Watson, Commissioner 
CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the House of Repre- 
sentatives, there is printed below in roman type without brackets 
existing law in which no change is proposed by enactment of the bill 
here reported; present provisions proposed to be stricken are enclosed 
in black brackets; and new provisions proposed to be inserted are 
shown in italic: 


Section 161 or Tirte 35, Unirep States CopE 


§ 161. Patents for plants 


Whoever invents or discovers and asexually reproduces any distinct and nev 
variety of plant, including cult-vated sports, mutants, hybrids, and newly foun 


seedlings, other than a tuberpropagated plant[,] or a plant found in an unculli- 


vated state, may obtain a patent therefor, subject to the conditions and require 
ments of this title. 

The provisions of this title relating to patents for inventions shall apply t 
patents for plants, except as otherwise provided. 
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CONSIDERATION OF H. R. 2556 


Marcu 31, 1954.—Referred to the House Calendar and ordered to be printed 


Mr. AuuEN of Illinois, from the Committee on Rules, submitted the 
following 


REPORT 


[To accompany H. Res. 488] 


The Committee on Rules, having had under consideration House 
Resolution 488, report the same to the House with the recommendation 
that the resolution do pass. 


O 
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AMENDING THE ACT OF DECEMBER 23, 1944, TO MAKE PERMA- 
NENT THE AUTHORIZATION FOR CERTAIN TRANSACTIONS BY 
DISBURSING OFFICERS OF THE UNITED STATES 


31, 1954.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 


HorrMan of Michigan, from the Committee on Government 
Operations, submitted the following 


REPORT 


[To accompany H. R. 7306] 


The Committee on Government Operations, to whom was referred 
the bill (H. R. 7306) to amend the act of December 23, 1944, to make 
permanent the authorization for certain transactions by disbursing 
officers of the United States, having considered the same, report 
favorably thereon, without amendment, and recommend that the 
bill do pass. 

PURPOSE 


The purpose of the bill is to make permanent the authority per- 
mitting disbursing officers to make payments in foreign currencies in 
connection with w idespread military and civilian activities of the United 
States Government throughout the world. 


GENERAL STATEMENT 


The act of December 23, 1944 (58 Stat. 921), as amended by the 
act of June 16, 1953 (67 Stat. 61 ), authorizes disbursing officers of the 
United States to cash and negotiate checks, drafts, and bills of ex- 
change and other instruments payable in United States and foreign 
currencies for official purposes or for the accommodation of military, 
naval, or civilian personnel and personnel of contractors and all au- 
thorized nongovernmental agencies operating with the Armed Forces 
of the United States, and to conduct exchange transactions involving 
United States and foreign currencies and coins, checks, drafts, and 
bills of exchange, and other instruments. The present authority 
expires on June 30, 1954, and had previously been extended from year 
to year since its enactment. 
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’ The present legislation also authorizes disbursing officers to cash 
checks for hospitalized veterans, where the veterans are not able to 
avail themselves of the check-cashing facilities of local banking jp. 
stitutions, or where such facilities do not exist. It authorizes United 
States disbursing officers, for official purposes or for accommodation 
of the above-named, to cash and negotiate checks, drafts, bills of 
exchange, and other instruments. 

When satisfactory banking facilities are not available, disbursing 
officers of the United States in foreign countries are also authorized 
for the accommodation of any person who is a United States citizen, 
to cash checks drawn on the Treasury of the United States. if suc 
checks are presented by the person to whose order they are drawn 

Such statutory authority is considered essential by the executive 
department in order that disbursing officers may make payments in 
foreign currencies in connection with military and civilian activities 
of the Government outside the United States. 

In addition, the act of December 23, 1944, permits the extension of 
check-cashing and exchange facilities for milits ary, naval, and civilian 
personnel of the United States in areas where no banking facilities 
have been available. 

The proposed legislation would make this authority permanent by 
deleting section 4 of the present act, section 4 being the termination 
provision of the act. 


AGENCY COMMENTS 


The Bureau of the Budget recommended favorable action on this 
legislation, indicating that the enactment of H. R. 7306 would be in 
accordance with the program of the President. 

The Treasury Department indicated that the authority contained 
in this statute has been essential to effect payments by disbursing 
officers in foreign countries, and has served a useful purpose in pro- 
viding check-cashing and exchange facilities for military and civilian 
personnel in areas where no banking facilities are available. The 
Department indicated that it is their belief that the factors which led 
to the original enactment are likely to continue indefinitely, and it 
was their recommendation that the authority be made permanent 
thus eliminating the necessity to request reenactment of the statut: 
each year. 

The Department of the Navy, on behalf of the Department of 
Defense, recommended favorable action on this legislation. The 
Department indicated that the numerous and w idespread activities 
of the Department of Defense make it clear that conditions now exist- 
ing which required the extension of the authority contained in th: 
original act of December 23, 1944, will continue to exist indefinitely 
The Department therefore c onsidered it imperative that the provisions 
of the existing law be.made permanent. 

The Department of State recommended favorable action on this 
bill, indicating that the bill would make it possible to continue to 
assist American citizens abroad with their monetary affairs, particu- 
larly where commercial facilities are not available or where it is desir- 
able to utilize foreign-currency holdings of the Secretary of th 
Treasury. 

The Veterans’ Administration indicated that it has no disbursing 
officers, but that it does have agent cashiers who are advanced funds 
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he Treasury Department disbursing officers, under whose authority 
cash checks for hospitalized and domic iled veterans where suc ‘h 
veterans are not able to avail themselves of check-cashing facilities 
of local banking institutions, or where such facilities do not exist. 
It indicated that there is a daily patient load of more than 100,000 
hospits alized veterans, and approximately 17,000 domiciled veterans, 
elizible to compensation or pension under laws administered by the 
Veterans’ Administration. It is necessary that they have some means 
of carrying on financial transactions, and the chec ‘k- cashing services 
of the agent cashiers to some extent supply this need. The Adminis- 
trator indicated that experience reflects that the risk of loss to the 
Government in this connection is almost neglizible, and that there is 
a minimum of administrative cost. The Veterans’ Administration 
recommended enactment of the bill, indicating that it ‘‘would supply 
authority to continue on a permanent basis a much needed check- 
cashing service for patients and members of Veterans’ Administration 
hospitals and homes.”’ 
The Comptroller General furnished the following comments in 


connection with the bill: 


By letter dated April 7, 1953, this Office reported to your committee on H. R. 
3770, 83d Congress, Ist session, which bill would have 1 nade per manent the 
authority of disbursing officers to engage in the transactions here involve: It 
was stated therein that while the Office previously had expressed concern as to 
whether the provisions of the bill authorizing encashnent of checks should not 
be narrowed considerably to safeguard the interests of the United States, further 
study indicated that it might not be wholly practicable to enact the restrictions 
into the law itself and yet permit the necessary administrative latitude in opera- 
tions thereunder and that such restrictions might best be left to regulations au- 
thorized under the bill. It was further stated that representatives of the Treasury 
Department had agreed to issue regulations or concur in regulations of other 
agencies under the bill, only after affording the General Accounting Office an 
opportunity to examine the proposed regulations and after consultation with 
this Office. During the past year, the Treasury Department has given this 
Office an opportunity to examine the regulations it proposed to issue or concur 
in and informally has agreed to continue the practice if H. R. 7306 is enacted into 
law. 

In enacting S. 3770 into law, section 4, limiting operations thereunder to June 
30, 1954, was inserted by the Senate Banking and Currency Committee in order 
that it might have an opportunity to review operations thereunder. Accord- 
ingly, the various divisions of this Office, coming into contact with operations 
under the act, were requested to furnish information with respect to such opera- 
tions and reply to your letter was delayed pending receipt of such information. 
The division reports received are to the effect that full information as to operations 
under the act is not yet available but that the experience of the Division of Dis- 
bursement of the Treasury has been successful since its operations show a slight 
gain. No information, as yet, is available here with respect to the operations 
of the military departments under the act. 

In view of the agreement with the Treasury Department under which this 
Office will be given an opportunity to examine the proposed regulations and since 
the partial reports of experience under the act indicate that operations have been 
successful and any net loss from operations will be brought to the attention of 
the Congress in connection with deficiency appropriatjons, this office is not dis- 
posed to object to favorable consideration being given H. R. 7306. However, 
experience under Public 61 has not been long continued nor are the results thereof 
yet fully available and if the Congress should determine on that basis—as was 
apparently the sense of the Senate Committee on Banking and Currency—to 
extend rather than make permanent the authority to engage in these transac- 
tions, this Office would, of course, have no objection thereto. 
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COMMITTEE ACTION 


The committee noted that the Senate Committee on Banking and 
Currency, in its report No. 1031, accompanying S. 2844, amended that 
bill, providing that the act would expire on June 30, 1955. From 
testimony produced at the hearings, the committee was of the opinion 
that it would be advisable to enact H. R. 7306 without amendment 
in order to make this legislation permanent in nature. In their opinion 
the legislation had been under study a sufficient time to establish 
need and desirability of making the legislation permanent, rather tha 
extending it for another year only. 


CHANGES IN EXISTING LAW 


In compliance with paragraph 3 of rule XIII of the Rules of the 
House of Representatives, changes in existing law made by the bill, 
as reported, are shown as follows (existing law proposed to be omitted 
is enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 


Tue Act or DecemBER 23, 1944 (Cu. 716, 58 Strat. 921; U.S. C., 1946 Eprtion 
Tirte 50 App., Secs. 1705-1707), As AMENDED BY THE AcT OF JUNE 16, 1953 
(Cu. 115, 67 Star. 61) 


Section 1. Subject to regulations promulgated pursuant to this Act, disburs- 
ing officers of the United States are authorized, for official purposes, or for the 
accommodation of members of the Armed Ferces and civilian personnel of the 
United States Government, veterans of the Armed Forces of the United States 
hospitalized or domiciled in institutions operated by the Veterans’ Administra- 
tion and other institutions operated by agencies of the United States Government, 
contractors engaged in United States Government projects and the personnel of 
such contractors, and personnel of authorized nongovernmental agencies operating 
with agencies of the United States, to cash and negotiate checks, drafts, bills of 
exchange, and other instruments payable in United States and foreign currencies, 
and to conduct exchange transactions involving United States and foreign cur- 
rency and coin, checks, drafts, bills of exchange, and other instruments; and 
when satisfactory banking facilities are not available, disbursing officers of the 
United States in foreign countries are also authorized, for the accommodation of 
any person who is a United States citizen, to cash checks drawn on the Treasurer 
of the United States: Provided, That such checks are presented by the persor 
to whose order they are drawn. Any official funds which are held by disbursing 
officers of the United States and which are available for expenditure may, with 
the approval of the head of the agency having jurisdiction over such funds, be 
utilized for these purposes. 

Sec. 2. Any gains in the accounts of disbursing officers of the United States 
resulting from operations permitted by this Act shall be paid into the Treasury 
as miscellaneous receipts. There are hereby authorized to be appropriated, out 
of any money in the Treasury not otherwise appropriated, such amounts as ma) 
be necessary to adjust any deficiencies in the accounts of disbursing officers of the 
United States which may result from such operations. For the purposes \ 
this section, the heads of agencies having jurisdiction over disbursing oflicers of 
the United States are authorized, on a fiscal year basis, to apply gains to offset 
deficiencies in the accounts of such disbursing officers. 

Sec. 3. The Secretary of the Treasury and, with the concurrence of the 
Secretary of the Treasury, the heads of other agencies having jurisdiction over 
disbursing officers of the United States are hereby authorized respectively to 
issue such rules and regulations, governing the disbursing officers under their 
respective jurisdictions, as may be deemed necessary or proper to carry out the 
purposes of this Act: Provided, That the Secretary of the Treasury may delegate 
to the head of any agency, subject to such terms and conditions as he may pre- 
scribe, authority to issue such rules and regulations governing disbursing officers 
who are officers or employees of such agency and exercise the function of dis- 
bursement pursuant to a delegation by the Secretary of the Treasury. 

[Sec. 4. The provisions of this Act shall terminate on June 30, 1954.] 
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PORT OF SEATTLE TRANSPORTATION DIFFICULTIES 


Marcu 31, 1954.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 


Mr. Doturver, from the Committee on Interstate and Foreign Com- 
merce, submitted the following 


REPORT 


(To accompany progress report on Port of Seattle Transportation Difficulties, 
pursuant to H. Res. 127, 83d Cong.] 


On April 8, 1953, at the United States courthouse building in 
Seattle, Wash., the Honorable James I. Dolliver and the Honorable 
Thomas M. Pelly, members of a special subcommittee appointed 
by Chairman W olverton of the House Interstate and Foreign Com- 
merce Committee, opened hearings for the purpose of investigating 
alleged interference witb the free flow of commerce through the port 
of Seattle. Chairman Dolliver made the following announcement at 
the opening of the hearings: 


Under House Resolution 127 of the 83d Congress, the Interstate and Foreign 
Commerce Committee has general authority to conduct investigations into matters 
which fall within the committee’s jurisdiction. This jurisdiction, under the 
Reorganization Act of 1946, is very broad and covers among other responsibilities, 
watchfulness over interstate and foreign commerce gensrally and regulations of 
transportation subject to the Interstate Commerce Commission. 

In this econnaction, Chairman Charles A. Wolverton, of the Interstate and 
Foreign Commerce Committe, appoiated a subcommittee consisting of Hon. 
James I. Dolliver, chairman, and Hon. Thomas M. Pelly to conduct an immediate 
study as to the causes of interruptions in the free flow of commerce to and from 
Alaska and other areas through the port of Seattle and environs. This study isa 
result of information that these interruptions have adversely affected interstate 
and foreign commerce, impairing the defense efforts, and indirectly caused great 
inconvenience and economic loss, not only to the people of the Pacific Northwest, 
but, also, to the people of Alaska. 

The subcommittee, which opens its hearings this morning, is conducting § 
fact-finding inquiry. Various witnasses have been requested to appear in order 
to help this subcommittee secure facts about the situation in Seattle. The 
subcommittee is particularly interested in the causes of these periodic interrup- 
tions which have occurred, we understand, regularly over a period of the past 20 
years. We also will welcome information regarding the effects of disturbances 
in transportation and finally, we are most anxious to obtain suggestions as to 
remedial measures which might improve the situation. 

1 
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Chairman Dolliver stated further as follows: 


Before proceeding, I would like to emphasize that the purpose of this hearing 
is to obtain facts. Members of the subcommittee earnestly desire that this be , 
factfinding hearing so that if legislation is in order, it can be considered and 
passed. In this connection, I should mention that the subcommittee itself wij 
make no recommendations, but rather, submit all information gathered to +) 
Foreign Commerce Committee as a whole. 


¢ 


Problems connected with the obstruction of transportation in the port of 
Seattle as viewed by the mayor of Seattle 


Mayor Pomeroy opened his testimony by stating: 
: Y Oj y by £ 


We in Seattle have recognized that we have had a difficult situation on oy 
waterfront and, as your chairman has stated, that situation has existed over thy 
past 20 years. 

Thereupon, he further stated that the situation is not peculiar to 
Seattle. However, he is of the opinion that because the port of Seattle 
is the principal shipping point to Alaska, stoppages in Seattle have 
been in the limelight and for that reason more importance has been 
attached to them than stoppages at other ports. He stated further 
that only one of the tieups on the waterfront in Seattle in recent years 
has been caused by anything that originated alone in Seattle. - 
stated that it is usually a nationwide tieup or a coastwise tieup, « 

a specific area tieup, but that publicity seems to emphasize the fact 
of the Seattle tieup simply because the shipping to Alaska is involved 
He stated further that it is usually because of some labor dispute, 
many times involving labor-management difficulties. He referred to 
a maritime advisory committee, a committee composed of representa- 
tives of labor and management and other business interests of Seattle 
as well as 10 representatives from Alaska. He explained that this 
committee is merely a sounding board for the purpose of solving 
problems occurring on the waterfront. 

When the committee was first organized, it decided that it would 
never at any time order anybody to do anything Second, that the 
members would represent the community at large rather than any 
one faction or group Third, it was decided that the committee 
should never arbitrate The committee feels that if it should get 
into the question of arbitration, the community would lose confidence: 
in the committee no matter how fair the decision might be’ Another 
thing the committee decided was that it would never take evidence 
on the rightness or wrongness of an issue In other words, the mayor 
explained that the committee would never become a jury for the 
purpose of settling issues. He said that one of the objectives of the 
committee is to achieve a mutual termination of offshore and onshore 
labor contracts. The mayor concluded that in his opinion legislation 
would not be helpful. “I know of no legislation which would help 
solve our problem,”’ he said. 


Problem of transportation tieups in Seattle as viewed by William K 
Boardman, member of the Alaska Legislature and manager of the 
Ketchikan Chamber of Commerce ae 


Mr. Boardman, who has been manager of the Katchikan Chamber 
of Commerce for the last 6 years, had the following sfatement to make 


I was quite disturbed to read and hear about a statement that your Seattle 
mayor made here that he thought that this maritime situation could be cured 
on a local level. I think it had been demonstrated time after time that there 
are certain aspects of our American way of life that have grown into a situation 
where things become involved in the public interest * * *. 
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Now, in Alaska, we have a comparable situation, and I think when Mayor 
Pomeroy made the statement that this thing could be cured on a local level, 
| certainly hope he was expressing his own personal view on it—that it wasn’t 
» reflecting any other attitude, other than that; because I feel, very definitely, that 
it was not a responsible statement, and not an accurate one. 

Mr. Boardman pointed out that in the Panhandle of southeastern 
Alaska, every community is an isolated community. He named a 
number of them, including Ketchikan, Klawock, Craig, Hydaburg, 
\etlakatla on Annette Island. He then pointed out that Wrangell is 
on a separate island. Juneau is completely surrounded by an icecap 
with no access except by water transportation. He stated that there 
is no alternative form of transportation in that area. It has no access 
except by water transportation. He stated that there is a certain 
amount of air traffic that can handle a small amount of passengers but 
that is negligible. In his testimony, Mr. Boardman said: 
| would like to say on behalf of the Territory—on behalf of the Territorial Legis- 
ature—that even with Governor Gruening’s consent (this having reference to 
House Joint Memorial No. 17 and House Joint Memorial No. 8) this memorandum 
was prepared and our only recourse to Congress under the Organie Act is to 
memorialize under the things that we feel are important. 

He testified further: 


This shipping situation, the recent session of the legislature thought was of 
extreme importance; and we passed a memorial addressed to the President of the 
United States, the Senate and the House of Representatives of the Congress of 
the United States, the Secretary of Labor, and to the Delegate in Congress from 
\laska. 

He continued his statement to the effect 
We submit to you that these maritime strikes have recurred year after year; 
that the economy there is based upon ocean shipping. You can make any state- 
ment that you want to, that you can solve it on a local level or anything else, but 
until there is some formula adopted that there is uninterrupted maritime shipping 
to Alaska, it is just meaningless words. And lacking any other solution to it, we 
feel that it is up to the Congress to enact some kind of remedial legislation to do it. 
Problem of tieup of transportation in the port of Seattle as viewed by 

Adm. Gordon Rowe, president of the Port of Seattle Commission 

The Port of Seattle Commission is a municipal corporation organized 
in August 1911 under Washington State law creating port districts. 
Admiral Rowe explained the operation of the port of Seattle as 
follows: 

The port of Seattle operates a system of harbor improvements, rail and water 
transfer and terminal facilities, waterside grain elevators, cold storage plants, 
fish havens, and an airport. 

He explained further that the port of Seattle is under the jurisdiction 
of three commissioners elected by the freeholders of King County 
of which he is one, that the Port of Seattle Commission has authority 
to do practically anything on the waterfront. They own and operate 
over 50 percent of the Seattle waterfront. Admiral Rowe pointed 
out that approximately 60 percent of the activities on the Seattle 
waterfront are connected with water-borne commerce to Alaska. He 
emphasized the adverse effect that work stoppages have upon the 
operation and shipping of merchandise through any port and that it is 
an historical fact that traffic diverted from its normal channels is very 
difficult to recapture even when service is restored. He cited the 
fact the ever increasing flow of traffic from and to the continental 
United States by way of the port of New Orleans to and from the 
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Orient despite the geographical advantage of Seattle in relation t, 
the Far East can be attributed in a large measure to the fact that fo, 
many years there has been practically no interruption of service by 
way of the Gulf as a result of labor disputes which culminate in wor; 
stoppages. He stated further that no amount of service, salesman. 
ship, equalization of rates or other factors can offset the disruptive 
effect of shipping tieups. In other words, according to this witness 
the most important thing to a shipper is to assure him his merchan- 
dise will not be tied up in a strike. Referring to Seattle he said: 
We have now reached a point where more than assurances are necessary. (p| 
a demonstration of reliable, uninterrupted service over an extended period of 
time, without even the threat of a strike, will enable the port of Seattle + 
effectively exploit its natural advantages. 


0 


ly 


The witness testified further to the effect that directly or indirectly 
as a result of labor disputes, service by water has been lost to Seattle 
as follows: 

(a) Coastwise—almost in its entirety. 

(b) Gulf of Mexico—entirely. 

(c) Cuba has been lost in its entirety. 

He amplified this by saying: 

With respect to the loss of service between Seattle and the Gulf of Mexico and 
Cuba, it is a known fact that shippers who formerly moved their tonnage via the 
Port of Seattle to these particular areas, and who are now compelled to use 
another Pacific coast port, most always do whatever business they have in con- 
nection with waterborne commerce through the port via which they are shipping 


Commissioner Rowe further stated: 


I might point out here that the Port of Seattle Commission is not interested in 
management, and it is not interested in labor. What we are interested in is in 
promoting a public service for the public. 


Commissioner Rowe commented further: 


Now, what suggestions are there for legislation or other means of eliminating work 


stoppages? Legislation, in order to eliminate work stoppages, is very difficult; 


and even the best legislation cannot guarantee the free flow of commerce throug! 
ports at all times. 

He pointed out that in another field of transportation, namely, the 
railroads, there have been less stoppages than in other forms of trans- 
portation. He stated that it is conceivable that the maritime labor 
industry, ashore and afloat, could be operated under an act similar to 
that under which the railroads operate. He pointed out that there 
was a Railway Labor Act back in 1924 and an act to amend the 
Railway Labor Act in 1926 which provided for prompt disposition of 
disputes between the railroads and employees. He recited the various 
steps that had been taken by the National Railroad Adjustment Board 
and called attention to the fact that there is a National Mediation 
Board ia the executive branch of the Governmeat. He said that 
failing to have any legislation of the same character as these various 
measures in the railway labor field, the maritime labor industry 
should be formed into 1 master union, or at most 2 unions, 1 afloat 
and 1 ashore. 

Commissioner Rowe stated as follows: 


Now, failing in all other efforts to bring order out of the chaos existing in the 
maritime industry—and I am very reluctant to say this, and I am simply saying 
this as a matter of national self-protection and national defense, the maritime 
industry must be nationalized. 
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He stated further: 


This appears to be the last resort and becomes mandatory in the interests of 
national defense. It is considered that United States flag lines will be unable to 
continue competition with foreign flag lines. If our foreign commerce is to 
flourish, it is imperative that a goodly portion of that commerce be carried in 
American bottoms. If private industry finds itself incapable of carrying that 
commerce, then the Federal Government will have to do it itself. The present 
conditions existing in the American merchant marine will accomplish nothing but 
drive our ships off the high seas. 


Problem of transportation tieups of the Port of Seattle as viewed by Mr. 
Zachary Loussac, former Mayor of Anchorage, Alaska 


Mr. Loussae pointed out that he has been a resident of the Ter- 
ritory of Alaska for 46 years and considers himself a true “sourdough.” 
He has lived in Anchorage, Alaska, almost 37 years; that is, ever 
since the town was started. He is a druggist and in business in 
Anchorage. As to Alaskans, he said: 

We have been frustrated in many ways and in many things that we have wanted 


o do, and we have been particularly frustrated in the last 15 years because of the 
aif iculties of transportation to our Territory. 


He discussed the difficulties experienced by the people of Alaska in 
connection with the transportation tieups, and said that during the 
early days when gold mining and the fur business were the principal 
activities in Alaska, very few work stoppages occurred. However, 
he explained, Alaska began to grow. The demand for transportation 
became greater and immediately “we began to feel the effects of 
a dissatisfaction between labor and industry, or disagreements between 
labor and industry.” 
Mr. Loussac stated further: 

I do not believe that the people of Alaska, of which we have 150,000 in the Ter- 
ritory, not counting the military forces, should suffer because of a disagreement 
between the steamship companies and labor. 


Mr. Loussac had this to say as his closing statement: 


And I do not hesitate to say that I have to blame the unions particularly for the 
conditions that have existed in Alaska and for the conditions under which we 
have suffered for many years because of strikes. And that is all that I have to 
say here. 


Problem as seen by the Bellingham Chamber of Commerce 

A copy of the following letter from E. B. Foster, president of the 
Bellingham Chamber of Commerce, and addressed to Mr. Cecil 
Wells, president of the Alaska Chamber of Commerce at Fairbanks, 
Alaska, was placed in the record by Chairman James I. Dolliver: 


BELLINGHAM CHAMBER OF COMMERCE, 
Bellingham, Wash., April 14, 1953. 
Mr. Ceci, WELLS, 
President, the Alaska Chamber of Commerce, 
Fairbanks, Alaska, 

Dear Mr. WeEtts: The Bellingham Chamber of Commerce has looked with 
sadness upon the labor stoppages of shipping by water to Alaska for a number of 
years. Last winter we urged the Seattle Chamber of Commerce to take the 
leadership in bringing together all of the ports on Puget Sound for an overall study 
of the problem as it relates to Alaska shipping. 

In the meantime the mayor of Seattle set up a local committee to discuss the 
problem more or less on a local basis. As a result Congressman James I. Dolliver, 
chairman of the subcommittee of the House Committee on Interstate and Foreign 
Commerce, held a hearing in Seattle as of April 8,9,and10. Bellingham Chamber 
of Commerce, without being invited, sent a representative, Mr. Fred R. Smith, 


H. Rept. 1458, 83-2———-2 











6 PORT OF SEATTLE TRANSPORTATION DIFFICULTIES 


president of our Bellingham Stevedoring Co., to represent this chamber 
hearing. He was granted permission at the close and last hour of the hearing ; 
give testimony on Bellingham’s port facilities and willingness to cooperate wi 
the Alaska shippers. Chairman Dolliver and Representative Thomas Pelly ga 
our representative every consideration without having presented formal briefs 
For this we are appreciative. 

In our monthly bulletin, The Bellingham Progress of December 1952, we carr 
an article entitled ‘‘Alaska Shippers Invited To Use Bellingham’s Port.” Th, 
port commission, city officials, and the Chamber of Commerce of Bellingham way: 
to continue to offer this port’s facilities to the shippers of Alaska. 

While we may not have all the facilities necessary to handle the entire traf 
and freight into Alaska, nevertheless our facilities are ample to take care of a greg 
portion of this traffic. Bellingham’s port dock has facilities for loading three boa; 
at a time, with rail connection. The Pacific American Fisheries have facilitie 
for handling two oceangoing vessels at their docks. The latter company operates 
large warehouse facilities and a bonded warehouse. 

This city is served by three major transcontinental railroads; namely, thy 
Great Northern Railroad, Northern Pacific Railroad, and the Milwaukee Road 

Bellingham also has an excellent airport which is called upon many times 
during the year in emergencies to land planes from Alaska, and vice versa, whi 
other fields are blacked out by weather and fog. 

The port of Bellingham and the citizens as a whole are continuing to offer our 
facilities. We are 80 miles closer to Alaska by water than Seattle, and with the 
many developments taking place in Alaska, and as well in this immediate area 
we feel that our facilities will be enlarged and become more efficient to enter inte 
the Alaska trade. 

If this port can be of any assistance in the future, we hope that the citizens of 
Alaska will give us an opportunity to offer our services. 

Very truly yours, 
E. B. Foster, 
President, Bellingham Chamber of Commerc: 


Problem as seen by the businessmen of the Seattle area 


Mr. Donald Wallace appeared before the committee on behalf of 
the Tacoma Chamber of Commerce and testified regarding the effects 
of the transportation tieups upon the city of Tacoma and the Seattle 
area. He testified that he is the traffic manager of Tacoma Chamber 
of Commerce and secretary of their Alaska committee, and that the 
Tacoma area has 75 regular shippers to Alaska and about a dozen 
of them do over a million dollars worth of business annually with the 
Territory. He stated further that the Tacoma shippers do their 
shipping to Alaska by way of Seattle, that they pay the same freight 
rates, but that the cost of transshipping between Tacoma and Seattle 
is absorbed by the steamship lines. He stated: 

We are a major port and we have direct service to Hawaii. We have inter- 
coastal service. We do not have all of the labor troubles that Seattle does 
however. We have not had a waterfront strike for 16 years in Tacoma. But 
because most of our shipping has to move through Seattle we have been affected 
Although during the various strike periods, when it was only the waterfront labor 
that was on strike, shipping to Alaska has been able to continue out of Tacoma 
by some transportation lines, principally the barge lines. Barge lines have oper- 
ated in the past 2 or 3 years throughout all the strikes, and that was true during 
both of the strikes last year * * *. During the strike period our Tacoma mer- 
chants have done much the same things as Seattle merchants in trying to serve 
Alaska. They serve them by air, they serve them by fishing boats, and eve! 
upon occasion by the Alean Highway. It certainly has been very unsatisfactory, 
and I know that, to the Alaskans and to our own people. 

Mr. Wallace discussed the labor difficulties which have stopped 
intercoastal shipping, and stated that intercoastal shipping is prac- 
tically stopped at Tacoma. He said that there is only one line oper- 
ating between the east coast and the west coast and that he made a 
survey among the Tacoma consignees to determine whether they 
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S\ould use that line if they had regular service. He stated further 
Pihat almost every consignee contacted stated that they could not 
Hdepend upon the service and therefore were afraid to use it. He 
stated that many of the merchants in Tacoma in past years have 
started Christmas traffic out of New York in July and had it delivered 
in Tacoma the 27th of December or thereabouts. 
> Mr. Lester M. Bona, Tacoma, Wash., businessman, testified that his 
Poccupation is that of assistant to the president of the West Coast 
iGrocery Co. of Tacoma, Wash. He is also chairman of the Tacoma 
Chamber of Commerce, Alaska committee. He stated that his con- 
cern is one of the largest shippers out of Tacoma to the Territory of 
Alaska, that his concern ships food products and has been shipping to 
Alaska for the last 62 years. He said that his firm operates a whole- 
sale grocery company with warehouses in the Territory of Alaska, 
and that every year when these strikes or stoppages occur they really 
put his concern in an adverse position primarily because of inventory. 
He stated: 
We must build up our inventory in the spring if we feel there is going to be a 
strike or it is completely depleted; people in those particular areas must run out of 
certain types of food because we are unable to supply them as a wholesaler should. 


[t does definitely tie up a large amount of capital on our part; it costs us more to de 
' business because of that. 


Mr. Bona continued: 


Now for several years in the past we have been chartering little boats on which 
we have been able to send merchandise up, as emergency shipments, to keep the 
people as much satisfied as possible. We find that those freight rates though will 
cost us probably double what they would by the regular common carriers. It 
really puts us in a very, very adverse position. 


Mr. Bona stated: 


We have a strange picture up there as in our type of business we have to live 
more or less from boat to boat. If the boat comes in Monday, for 2 weeks we are 
selling on that boat coming in, we depend upon that boat. If it does not come in, 
our stocks are completely thrown out of balance. We have not only untold hard- 
ships of shipping up there, it completely reverses our action out of our Tacoma 
warehouse, 


Mr. Bona said that the likelihood of tieups in shipping requires a 
merchant in Alaska to have an inventory on the shelves and carry 
another one in the basement so as to carry the store over the peaks, 
He closed by saying: 


The only thing that we in Tacoma feel is that we want uninterrupted service to 
the Territory. We have no solution as such-——we can’t tell you how to do it—but 
we feel it is a must. 

Mr. Cliff R. Goodman, president of Continental Consumers Co-op, 
testified that he represented in the neighborhood of 75 active accounts 
in the Territory of Alaska and that he sells them principally fruits 
and produce. He testified that he had been a resident of Seattle for 
approximately 14 years and is a member of the board of directors 
and executive vice president of the chamber of commerce. He further 
qualified himself by stating that he worked with Pan American 
Airways for approximately 8 years, first as a ground radio operator 
and later as a flight radio crewman. He became well acquainted with 

» agood many of the Alaska people. He stated further that his concern 
has been serving Alaska with produce both by air and by boat and 
one of the first problems that confronted them in serving Alaska from 
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Seattle was on the waterfront in the way of work stoppages. }, 
stated further that when work stoppages occurred they endeavored 
to ship by air and immediately ran into a shortage of airspace. }, 
discussed at length some of the difficulties in connection with shipmer, 
through the Alaska Steamship Co. which operates pier 42. He stated 
that last year during the 63-day strike his organization virtually 
ceased to operate. He stated it is true that they moved a lot of 
merchandise that year. However, the fact remains that it was a small 
percentage of the total that should have been moved. He stated 
further that he was unable to see how the Alaska Steamship ( 
could stand the drain occasioned by these strikes which occur during 
the peak of their business. He stated further: 

We have had such expensive carloads such as carloads of potatoes laid up oy 
the docks as much as 6 weeks suffering extreme loss on that. Certainly the los 
to the shipper in Seattle has been just as great as to the consignee in Alaska an 
without their trade we can’t operate. 

Mr. Goodman discussed the various phases of the problem from 
the standpoint of the shipper and later had the following comment to 
make about legislation: 

Now, then, we have hed a great deel of talk concerning legislation egains 
strikes. I think that we have enough legislation on the books today exgainst 
strikes, thet if we were merely to utilize the Tsft-Hertley Act on its injunctiv 
powers sgainst stopping strikes at least for a cooling off period, if we were to us 
the rights of the individual es being of use, ss they certainly were this lest tim 
and then just plain commonsense by bringing together the principals involved 
* * * es our Mayor’s Committee has been doing end as our Lifeline Con 
mittee has been doing—certainly our waterfront would stay a lot freer of strikes 

He went on further to say that— 

Our Alaska, people have been down here; many of them on this stend are m 
customers in my fruit and produce business; and they say “‘legislstion.”’ So if 
the customer says legislation, maybe we should seriously consider it. Certain 
the customer, who is Alaska, is usually right. 

Mr. Goodman had the following to say about air transportation to 
Aliska: He said that the demand for air transportation was quad- 
rupled during strike time. He quoted the airlines as saying frankly 
““We are swamped.” ‘We can’t handle it.’”’ He stated: 

When I went into business we had about 13 nonschedule airlines operating 
into the area. For one reason or another these gradually dwindled down unt 
the last one I think which is still opereting or is due to stop opereting shortly 
\TA—was almost our chief ergo carrier into Anchorage. There is a reeson for 
that. One of the biggest rezsons was this weterfront tieup. The business that 
they generally did or that was passed on to them—TI refer again to AT A—lots of 
it stuck, and they generated good will into the Territory, and even to this day 
orders come marked, ‘‘ATA,”’ And of course with no ships flying, we cau 
fill the requests on the part of the customer. 

Mr. Goodman stated further that he desired to point out that even 
without strikes during the peak months to Alaska the nonscheduled 
airlines were needed and during these peak times speaking specifically 
of ATA, they have been a lifesaver in getting these goods to Alaska. 
Mr. Goodman discussed at length the role of the nonscheduled airlines 
in the Seattle-Alaskan transportation picture. He expressed concern 
because of the Civil Aeronautics Board’s order eliminating the opera- 
tions of the nonscheduled airlines, especially the Air Transport Asso- 
ciates. When he closed his testimony, he stated ‘‘we need transpor- 
tation to Alaska and sincerely hope that you will attempt to solve it in 
some way.”’ But he added he does not know what the answer will be 
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Don Follett, Alaska Lifeline Committee, explained that the com- 
F mittee was formed by the Seattle Chamber of Commerce in June of 
S jast year when certain boats were tied up by another of the series of 
’ strikes which have brought havoc to Puget Sound and Alaska during 
F recent years. 

And we appreciate the fact, 


he said, 


that you are here to discuss these problems with us and for the benefit of your 
committee. The lifeline committee was organized about a year ago when it be- 
came evident that Seattle, this city (Seattle) and Alaska were caught absolutely 
) helpless in the grip of another of the series of waterfront crises which have plagued 
this port for so many years. 


Mr. Follett said that it was announced on June 9 (1952) that the 
lifeline committee was formed with the following objectives in view: 


First, to immediately get ships moving to and from Alaska, pending the settle- 
ment of the negotiations between the Pacific Maritime Association and the Sailors 
Union of the Pacific. 

Second, to effectuate a policy which will insure uninterrupted transportation 
service to and from Alaska at all times; and this was announced as a long-range 
objective. 


Mr. Follett continued: 


We stated at that time that this (objective) would necessitate an agreement 
with all unions and transportation companies that there will be no work stoppage 
in the Alaska trade irrespective of the labor situation along the Coast. 


He stated also that— 


the shipping companies, in turn, must agree to make retroactive settlements on 
industry and agreements with unions at the conclusion of negotiations. 

Third, we proposed to develop plans for improving facilities and also the rate 
structure to and from Alaska. 

Fourth, to encourage mutual action for full economic development of the 
Territory and its resources. 

Fifth, to develop a program for increasing and improving seasonal tourist 
facilities and activities as a means of strengthening the economy of Alaska. 


He stated further that the committee sent wires to the congressional 
delegates and had a meeting with the senior Senator from the State of 
Washington and discussed the possibility of hearings being held by 
congressional committees, such as this one now under way, for the 
purpose of bringing out those facts which might merit some remedial 
legislation. For the purpose of making the record complete, Mr. 
Follett read into the record the telegram that was sent to the congres- 
sional delegation on December 10, as follows: 


“Bighteen years of repeated waterfront tieups have created a situation which 
now constitutes a real threat to continued existence of trade relations between 
Puget Sound and Alaska. It has created new business for California and Oregon 
ports, and has heavily penalized businessmen in this area. Various civil and 
political bodies who have sought to understand the background of this series of 
strikes and tieups conclude that. no permanent solution can be reached at the 
local level through voluntary action. We therefore suggest and urge the advisa- 
bility of immediate action on your part to assist in setting up a congressional 
hearing in Seattle to be attended by appropriate Members of the Senate and the 
House of Representatives. We further urge that the object of this hearing be 
to determine what remedial legislation may be drafted and presented to the 83d 
Congress for consideration. The present factional dispute has tied up this water- 
front for 30 days, and brings the 1952 total tieup to nearly 100 days. The average 
tieup since 1934 totals 73 days annually except for the war years. Alaska’s 
unique and historic reliance on waterborne commerce is such that these tieups 
impose unwarranted hardships upon her cities. This points to the necessity for 
concrete action. Your consideration will be greatly appreciated.” 











10 PORT OF SEATTLE TRANSPORTATION DIFFICULTIES 


The telegram was signed by Phil A. Strack, president of the Seat;), 
Chamber of Commerce, and Al Shyman of the Alaska Lifeline Coy. 
mittee. 

Mr. Follett explained that shipping in the port of Seattle was 
blocked earlier this year by the west coast strike of the Sailors Unio, 
of the Pacific which ended on July 14, 1952. He stated that 
The Alaska Lifeline Committee was organized by the chamber of comme; 
during the strike. It obtained through cooperation of the union some 
shipping to Alaska, and its efforts were credited with bringing about an earlio 
settlement. 

Mr. Follett pointed out some of the accomplishments of the Alask; 
Lifeline Committee and indicated that it functioned all during the 5: 
days of that strike. Subsequent to the strike, the mayor of Seatt| 
appointed a maritime committee in which Mr. Follett expressed grea 
hope and stated that everyone is enthusiastically supporting it. 

Mr. Follett stated that the Alaska Lifeline Committee in Augus 


1952 developed a report which was prepared by Allen R. Potter which 


he summarized for the benefit of the committee, as follows: 


POTTER REPORT SUMMARY 


It provides a basic analysis of the economy of Alaska, its population—that 
the statistics of the population—labor force, what kind of people are empioyed 
what industries; the physiography—which I noticed yesterday you were ver 
much interested in, Mr. Dolliver—and I would like to point out that inasmu 
as you come from an agricultural area you would undoubtedly enjoy this pa 
ticular exhibit which is included as a chart in this survey. It is a chart w! 
shows the average number of days between the last killing frost in the spri 


and the first in the fall. And you would be interested that there is a point—Fort 


Barrow—where there are 17 days in between—hard to grow crops. 


At Nome there are 52 days average. There are, for example, at Fairbanks, 8) 
days in between the first and last of the killing frosts. It runs as high in south- 


eastern Alaska as 172 days at Juneau. But, generally speaking, vou will fin 
that it is not well suited to agriculture. 

The climate, the total economic aspect of Alaska is such that they have thes: 
peculiar requirements for uninterrupted shipping that have to be justified becaus: 
first, you have a short season for the fish industry, as evidenced by the fact that 
as I recall, in Bristol Bay nearly 40 percent of the entire catch is in the second weet 
of the season—if I recall that correctly. The entire season itself is only about ( 


weeks long for the major fish products. However, there are others who can bring 


that information to you more specifically, and there are details here that \ 
cover it more adequately. 

Here it is—30 percent—I was wrong—30 percent of the canned salmon pa 
in southeastern Alaska is caught in the average week of August 19 to 25 
example. So we do have, in that industry itself, some peculiarities. 

The construction season in some areas is extremely limited. The fact tha 
there are inadequate warehouse facilities also creates a problem in terms of tr) 
to provide inventories of the retailer, the wholesaler, the man who is trving | 
provide the housewife with her daily requirements. Those inventories ca! 
built up high enough to withstand, as we had to last vear, some 96 days of 
waterborne commerce. 


Mr. Follet went on to say: 


The history of our waterfront tieup should be detailed because apparent!) 
have forgotten during the course of this hearing what we were talking about a! 


why do we have this problem; what has been its history and what is the prospec! 


of improving it? 

In 1934—these are offshore work stoppages of this port from 1934 throug 
1951—and I will touch on 1952 separately. 

The 1934 strike—and this includes only those strikes where 100 or more mé 
were involved. In 1934, 8,000 men were out for 75 days, which provided 600,00 
man-days lost. 
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In 1935, 8,750, 95 days, or 356,250 man-days lost 

In 1936, 37,000 men for 98 days, 3,626,000 man-days lost. That was a coastwise, 
all-coast tieup. 

In 1939, 3,800 men for 33 days, or 44,000 man-days lost. 

In 1940, 1,330 men for 61 days, or 81,000 man-days lost. 

In 1946, 58,900 men in coastwise tieups for 70 days—2,112,920 man-days lost. 

In 1947, 2,180 men for 13 days. 

In 1948, we have no record of what was involved in terms of men, and apparently 
there is no record of the duration of that all-Pacific coast tieup. 

In 1949, a rather nominal number of 461 men for 42 days. 

In 1950, 143 men for 83 days. 

In 1951, 8,635 men involved for 128 days; a total loss there of 55,800 man-days 

The 1952 strike was somewhat peculiar in terms of trying to estimate the 
number of men who were actually out of work, because there was some selective 
opportunity for men to work on relief vessels, some vessels that had been cleared 
by the union, to continue operation during the course of that sailors’ strike which 
lasted 53 days, as I mentioned before. 


Cost of strike 
In answer to a question by Congressman Pelly, the following 
information was given: 


Congressman Petty. What is the average loss in wages? It seems to me that 
the men are the real losers in this, because they lose so much of their income; 
and they are not like some of the concerns that get some recovery from these 
strikes 

The Witness. I will try to comment on that only to this extent: I have included 
n this material a memorandum from the Alaska Steamship Co. concerning strike 
costs, as they have estimated them. 

If it is agreeable, I will quote this in its entirety. 

“The interruption of the Alaska Steamship Co. service due to the 53-day 
sailors union of the Pacific strike in 1952, amounted to what is a very costly 
matter. 

“The following statistics have been prepared concerning the effect on the 
Alaska line operations: 

“Over 2,550 northbound passengers and tourists were denied transportation. 
On the basis of all passenger reservations, it is estimated that the loss of revenue 
from the interruption of passenger service was $528,000 

“On a projection of last year’s freight traffic movement during the period from 
May 22 through July 14, it can be shown that the revenue loss to the interruption 
of freight ser vice was $2,780,500. 

“Together this represents a revenue loss to the Alaska Steamship Co. of 
$3,308,500. 

“An estimation of wages lost to vessel crew members and stevedoring workers 
on the basis of canceled voyages—28: 13 passenger ships and 15 freighters—shows 
vessel crew wages lost, $648,038. Stevedoring wages lost in Seattle, $263,372. 
And in Alaska, $175,692, for a total, then, of the stevedoring wages lost of $439,064. 
Or a total, then, of wages lost during that strike, in terms of the operation of 28 
vessels which did not sail, of $1,087,102.” 

Congressman PELLY. That is on one strike, Mr. Follett, of how many days? 

The Witness. That is the 53-day strike of last summer. 

* * * * * . * 

“On the basis of average costs per day for all kinds of ship supplies and the 
estimated number of days involved in the voyages canceled, the Alaska Steamship 
Co. suppliers lost sales approximating $343,000.” 

The total there is rather astounding in terms of the loss of income revenue, not 
only to labor but to management. 

And, as Mr. Weisbach so appropriately said yesterday—and I think it really 
was one of the classic statements of yesterday’s testimony—when he said that 
during a strike nobody wins; it costs everybody, especially in money. And I 
think that was really the best comment of yesterday. 

In the latter part of last year there was a jurisdictional dispute. People haven’t 
yet satisfactorily labeled it; but it was resolved finally, as you were told yesterday, 
as a result of an injunction suit which was filed, and I would like to present to the 
committee a copy of the opinion which was orally given by Judge James Hodson 
as a result of the injunction which was filed by a number of operators, stevedoring 
companies, and others, against various unions who were at that time involved. 
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Mr. Follett discussed at length the opinion rendered by Judge 
Hodson and continued with the “following comments: r 

I think that the work that is being done voluntarily is very important but | 
think again that legislative ground rules need to be better defined, so that we w; 
have something more than the individual voluntary cooperation of nine unio 
any one of which can tie up this waterfront at any time. 

He stated further that in his opinion the common anniversary 
proposal that is being worked out voluntarily seemed good, He 
stated that as many as 6 of the 9 unions have agreed to September 
as the date for the exploration of contracts. He said he came to thin ik 
that if the three other unions would also agree to that date, it would be 
a step forward in trying to prevent tieups during the summer season 
inasmuch as the termination date of all the contracts would be after 
the peak load of the summer had passed. 

Mr. Frank Beaver, manager of the Alaska division of the Seattle 
Chamber of Commerce, stated that the Alaska division of the Seattle 
Chamber of Commerce has approximately 160 members. Most oj 
them have more financial interest in Alaska than Seattle. 

Mr. Beaver discussed the work of the chamber of commerce and 
stressed the fact that it had never taken sides in any controvers) 
involving labor and management, or as between labor groups. lH 
discussed the difficulty that had been experienced in continuing 
service to Alaska during strikes. He pointed out that the chamber o/ 
commerce during a strike keeps in contact with practically every 
chamber of commerce in the Territory either by telegram, letter, or 
telephone in order to have current information as to the effect of t 
strike on the various communities in Alaska. He quoted Mr. Larry 
Moore, secretary, Associated General Contractors in Anchorage 
follows: 


as 


As of June 10, the current situation as a result of the strike, 28 vital contracts 
held up as material aboard strike-bound George Prentiss, 2,000 ton defense mate: 
aboard strike-bound George Prentiss. 

As far as the tourist business at that particular time was concerned, 
Mr. Jack Anderson, president of the Anchorage Chamber re ported 
business loss in excess of half a million dollars due to 1,000 or mor 
northbound cancellations. 

Mr. Beaver stated that last summer was to have been one of th 
biggest tourist years. He said an excellent job had been done by the 
various travel agents throughout the Nation in selling tourists on th 
idea of going to Alaska. He stated that as a result of the strike, 
cancellations were made throughout the United States. One gentle- 
man came all the way from Alabama to Seattle before he was awar 
of the fact that he could not proceed to Alaska. Many others had 
serious disruptions occur to their summer vacation programs. He was 
of the opinion that permanent damage had been done to the tourist 
business. 

He stated that on the 11th of June in Anchorage 2,000 construction 
workers were affected by the delay of 12 major jobs and the subsequent 
dollar losses involved. He stated that one airline reported receipt 
of $3,000 in cancellations by tourists during the first week of the ship- 
ping strike and that $3,000 was for passage to Fairbanks only. 

Mr. Beaver called attention to a file which he had before him detail- 
ing shortages of food, work stoppages, and general hardships in nearly 
every community in Alaska. He called attention to the delay which 
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totally crippled the construction of a $46 million pulp mill. Delayed 
materials also held up construction work, estimated at $25 to $30 
million, for schools, roads, streets, housing and commercial buildings 
necessary for handling the increasing population. He stated that a 
tot tal expansion of nes arly $80 million was being held up in Ketchikan. 
He recited instances in Seattle where the delays i in the shipment of 
materials to Alaska had adverse effect upon the business of local 
merchants. He continued his recitation of losses that had been 
experienced by the business people of Seattle as well as those in Alaska. 
He quoted from Mr. Phil Anderson, president of the Fairbanks Cham- 
hor of Commerce, as follows: 

[here is no place under the American flag where people are being treated in 
+h a way. The people of Fairbanks are talking about getting the Jones Act 
ealed. They haven’t any idea where their Christmas shipments are. We 
can’t even find our own. There is a limit to what Alaska can take. The 
\laskans want to be able to expect guaranteed business without strikes.’ 

As to the dollar which is lost in communities, the city of Juneau, I am quot- 

g now from the Daily Empire in Juneau, a column entitled, ‘‘What the Ship- 
ning Strike Has Cost Juneau in the First 6 Weeks.’ 

“Ine lustry losses to date, $53,000. 

“Number of jobs affected, 17. 

Wages lost, $11,400. 
Tourist trade losses to ds ate, $103,000. 

“Number of jobs affected, 8. 

Wages lost: $4,800. 

‘Foods, losses to date, $6,000. 

“Number of jobs affected, ¢ 

“Wages lost, $2,400. 

‘Transportation losses in Juneau, $140,000.” 

Now, bear in mind this was merely the first 6 weeks. 

“Wages lost, $7,900. 

“Mining losses, $2,500. 

“Wages, $1,800. 

“Miscellaneous retail—’’ 
as closely as their retailers could say in the first 6 weeks— 

“losses, $118,000.” 

And in a city the size of Juneau, that is quite a slice, economically. 

The totals of losses were $518,500; wages alone were nearly $100,000— 
specifically, $96,300; for a grand total of $614,800, which the strike cost the 
people of Juneau. 

Mr. Al Shyman, chairman of the Alaska division of the Seattle 
Chamber of Commerce, also chairman of the Alaska Lifeline Com- 
mittee, and a hotel owner in Juneau, Alaska. Mr. Shyman stated 
that he wished to give some information regarding his personal 
experiences in connection with the hardships that are created due to 
the shipping tieup. He stated that the Baranoff Hotel Co. in 
Juneau makes half of their annual profits in the months of June, 
July, and August. However, in those months of 1952 due to the tie- 
up in June and part of July, their profits for those 3 months were 
reduced by 50 percent. Actually, they had approximately 1,000 
cancellations of reservations that had been made previously for hotel 
rooms during that time. He discussed at length the difficulties facing 
farmers in Alaska and the reasons why farming has not progressed 
to the extent expected, the quality of ‘the potatoes, etc., because of 
the short growing season and other limits ations. 

Mr. Shy man complime mted the mayor’s committee on the work 
they are doing in trying to find « solution for the transportation 
problems. He presented a formula which the Lifeline Committee 
prepared, as follows: ‘“‘That shipping to Alaska will continue unin- 


suc 
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terrupted, based on company regular sailing schedules.””. He explained 
what he meant: by “‘regular sailing schedules” by stating that th, 
people of Alaska do not want relief shipping service. They wan; 
permanent shipping service on regular sailing schedules. 

The second point in his solution is that ‘Both labor and managemen; 
will agree to abide by decisions worked out at end of either coasty 
or local tieups.”’ 

The third suggestion was that ‘Both labor and management wij 
agree that a clause covering this arrangement shall become a part of 
future contracts as they come up for renewal.” 

Mr. Shyman stated that Mr. Joe Kane, chairman of the Labor 
Committee said that his committee unanimously voted in favor of 
this formula. Then he modified his statement to say that they favored 
at least the first part of it. 

Mr. Shyman referred to the work of the Lifeline Committee and 
stated that he had been quoted as favoring legislation as the answer 
to the problem. He stated as follows: 


Ist 


Well, now, the truth of the matter is that legislation may not be the answer, 
If we can get the answer without legislation, fine and dandy. But the people oj 
Alaska do not think that you can get it without legislation. 

Mr. Shyman stated that last summer, in the summer strike, the Fair- 
banks Chamber of Commerce passed a resolution and that he would 
put it in the record. The resolution is as follows: 

Be it resolved by the Fairbanks Chamber of Commerce, through its officers, That 
the Chambers of Commerce of the City of Portland and the City of Seattle and 
all of the chambers of commerce in Alaska be invited to join with the Fairbanks 
Chamber of Commerce in attempting to solicit the aid of the Congress of the 
United States to enact appropriate legislation which will guarantee the continued 
flow of water traffic between the United States ports on the west coast and the 
United States ports in Alaska during any shipping strike and thus doing away 
with the tremendous hazard to the economic welfare of the Territory of Alaska. 

Mr. Shyman discussed the. Labor Committee and the mayor's 
committee and complimented them as having acted in good faith and 
approving the formula he had previously discussed. He pointed out 
that the complicating factor in the whole situation is the fact that 
the headquarters of the unions and management are located in San 
Francisco which means that the local unions in most cases are not 
autonomous. He stated: 

They must get their orders from San Francisco. And by the same token the 


steamship operators in the port of Seattle are members of the Pacific Maritim¢ 
Association. 


Mr. Jack Anderson, immediate past president of the Alaska 
Chamber of Commerce, and a member of the mayor’s committee 
of the city of Seattle, discussed transportation and its relation to 
economic development and welfare of the Territory of Alaska. He 
stated: 

Everything today is booming in Alaska. We have an exploding economy, yet 
today we are faced with a situation where the whole economy or this whole boom 
can be completely exploded as was brought out here yesterday by six men picket- 
ing the Seattle waterfront, or by a single individual grievance on any single shi 
or by an individual employer without any responsibility for the economic welfar 
of the Territory. 

He stated further that he does not believe that Alaskans should be 
in & position of hanging by such a slim lifeline. He pointed out that 
the steamship companies as well as an airline that hauls freight to 
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Alaska must have passengers for return load or some other type of 
cargo or else their revenues will be one-sided, He stated the steam- 
ship companies obviously have no back haul of any substantial 
movement of passengers. Therefore, their revenues must result from 
the movement of freight. If this is interrupted, investment capital 
is not going to risk dollars involved in establishing steamship service 
to the Territory. He thinks that the element of competition would 
provide more of an incentive and a desire on the part of labor and 
management to assure an uninterrupted flow of cargo to the Territory. 
He complimented the city of Seattle for having set up the mayor’s 
committee. He stated that that together with the Lifeline Com- 
mites should help stablize Alaska transportation. 
i Arnold, managing director of the Alaska Salmon Industry, 

—- Seattle, a nonprofit trade organization whose members consist of 
50 « oepatadiaie, partnerships, and individuals engaged in the catching 
and processing of salmon in the waters of Alaska. He stated that 
these member firms operate approximately 100 processing plants in 
the Territory located from the southeastern end of the Territory near 
Ketchikan to as far north as the Nishagak River which empties into 
Bristol Bay, an arm of the Bering Sea. He stated that his organiza- 
tion at the present time produces approximately 3% million cases per 
vear. The value of the output is between $75 and $80 million, and 
they employ approximately 20,000 people in the enterprise. He 
stated that, roughly, half of these people are transported annually 
from the United States to the Territory of Alaska and returned in 
the fall after the fishing season is over. He stated further that the 
great majority of these passengers or employees are transported by air. 
He stated that his group ships north by commercial transportation 
companies from 30,000 to 60,000 tons of freight annually and south- 
bound from 100,000 to 150,000 tons. Mr. Arnold stated that his 
group employs more people in the Territory of Alaska and is the 
greatest user of transportation facilities, both passenger and cargo, 
with the one exception of the Government of the United States. He 
stated: 

We have watched with alarm and amazement the increasing costs of handling 
cargo and passengers to and from the Territory of Alaska, lowering of efficiency, 
the diversion of cargo by pilferage, loss, and that type of thing. 


He stated further 


It is easy to point out the difficulties which exist, and not so easy to suggest a 
remedy. 


Mr. Arnold discussed at length the effect that work stoppages in 
Seattle have on the economy of Alaska and the serious situation that 
develops when the normal supplies cease to arrive on a regular sched- 
ule. He stated: 


Now, this committee has asked for suggestions as to what should be done 
whether or not legislation should be taken. I think that the situation would not 
be as it is today if the spirit and intent of the legislation which Congress has 
previously enacted had been carried out. 


In closing his testimony, Mr. Arnold stated: 


So I say to you that this matter nay require legislation—may require additional 
remedial legislation—but legislation alone will never correct it. These acts 
Ta‘t-Hartley, i. e., Labor-Management Relations Act), and they are complex, 
in any way you draft them they amount to a delegation of broad power by Con- 
gress to administrative agencies, and unless those agencies discharge their func- 
tions within the intent of the act, your time is wasted, and so is mine. 
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The difficulties arising out of the transportation tieup in Seattle as viewe, 
by the transportation agencies, steamship companies, airlines, truck. 
ers, ‘e7 

Mr. C. J. Rogers, president of the White Pass & Yukon Railway, 
stated at ‘at first he desired to submit some of the record of trans. 
portation over the last 3 years of steamer service into the town of 
Skagway. In 1950, they had 14 boats. He said: 

You are presumed to have a boat every month—the Alaska Steamship (‘9 
being the only company serving that port with treight. There are no American 
vessels serving it for passengers at the present time. But we had two extra 
that year. In 1951, we had 11 vessels in, 1 each month, except June. In 1952 
we had 12 vessels in, 1 each month, with an extra 1 in July and none in September 


and | of those ships was a smaller steamer operated by a wholesaler during 1 of 
the stoppages. 


He stated further: 


In 1951 we were 48 days without service of any kind, between May 23 and July 
10 of 1951. In 1952 we were 81 days without service, or with restricted service 
from May 10 to July 30, 

He said: 

That period was broken by the relief ship, the Coastal Monarch, and a small 
motorship. 

Mr. Rogers discussed at length the transportation problem in 
Alaska, pointing out the fact that it is an isolated area having 1 road, 
the Alaska Highway, connecting the United States with Alaska some 
2,000 miles away. He stated that airlines, shipping lines, and the 
highway were the only transportation available and that Alaska is 
not self-sufficient in food, fuel, or in raw materials. He stated that 
if Alaska is to progress in an economic way, the cost of its water 
transportation must be reduced and that periodic stoppages of marine 
service must cease. He commented on the recommendation of the 
Maritime Advisory Committee that maritime contract dates be 
arranged with a common expiration date. He expressed a doubt as 
to the value of this solution, stating that it would produce quite a 
headache for the employer. He also expressed some doubt as to the 
value of any solution that might involve legislation. 

In answer to a suggestion by Congressman Pelly that he outline 
briefly the route of his railroad and the area it serves, Mr. Rogers 
stated: 

We start at Skagway with our railway, and we cross the coast range into the 
headwaters of the Yukon. It is a short jump there, but it is quite steep on both 
sides—about a hundred miles. That is our rail activity. Then we operat 
steamers on the Yukon River in Canada. Our sole reason for doing that is t 
provide transportation to the Yukon Territory. We provide very, very little 
to some of the Alaskan points down below Dawson, after we cross the 14\st 
meridian on the Yukon River, but we are especially concerned in providing trans- 
portation to the Canadian country. We are one of the few, and I think the most 
effective of the routes, from the inside passage into the interior of eastern Alaska 
and the Yukon country. 

In response to a remark by Congressman Pelly with regard to some 
ports in Alaska being served by Canadian ships, Mr. Rogers replied: 


We have no United States ships landing passengers into Skagway at the present 
time, and have not had since the war. The Alaska Steamship has not sent out 
a ship to make that extra run for the amount of business that is in it, and they 
have therefore made a deviation from the coasting law of the United States to 
allow passengers to move into Skagway and out of Skagway to other ports in 
\laska on Canadian vessels, because that is their only method. 
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In answer to a question by Congressman Pelly, Mr. Rogers stated 
that the Canadian vessels had not had any labor difficulties. 

Mr. M. M. Stewart, representing the maritime committee of the 

Seattle Chamber of Commerce, also assistant to the president of 
Olympic Steamship Co., stated that he would like to point out that 
the hearing so far had pe ‘rtained largely to the problems of shipping 
through Seattle to the Territory of Alaska. However, he desired to 
call attention to the fact that there are over 40 berthed steamship 
lines with advertised schedules serving Seattle and of these only 2 
lines serve Alaska, plus a barge service. In addition to these 40 
regular lines, there are numerous tramps or irregular services calling 
at the port. He stated further that during 1953, there were a total 
of 158 commercial vessels arriving in the Puget Sound, of which 14 
were in the Alaska trade. This does not cover any military vessels. 
He pointed out that prior to the war, the coastwise trade into the 
port of Se ‘attle was one of very large ‘volume. In 1939 there were 
over 100 vessels engaged in this trade, of which about 50 percent 
carried northbound cargo. At the present time there are 12 vessels 
in the coastwise trade, of which, to my knowledge, only 2 carry north- 
bound general cargo. He stated further that prior to the war 4 to 6 
arrivals per week of vessels from California with northbound cargo 
could be expected. These, in turn, would load southbound cargo. 
“Now we have 1 vessel every 2 weeks,’’ he stated. 

Mr. Stewart stated further that the reasons for this loss of business 
vary. However, the tonnage is moving in heavier volume than it did 
prior to the war. But the large majority of this business former] 
carried by the steamship lines is now carried by the rail and truc 
carriers. He attributed the loss of this business of the water carriers 
to high handling costs of the operators, higher operating costs for 
their vessels, and to the fact that the entire fleet of these freighters 
were requisitioned by the Government and put into war service. Most 
of them were lost, worn out, or destroyed so that at the end of the war, 
the trucking companies and the rail lines continued furnishing the 
transportation. He discussed the facilities of the port of Seattle and 
pointed out that a much larger volume of tonnage could be handled 
than at present although he deplored the fact that many of the piers 
are obsolete and that much of the port facilities are in poor condition. 
He pointed out further that his company operates three piers in 
Seattle, piers Nos. 28, 48, and 57, and that it is his duty to manage 
these piers. He pointed ‘out that the decline in the business during 
1952 as handled by these piers was 37 percent tonnagewise. He stated 
that the cause of this decline was the strikes in the summer and fall 
of that year which closed the piers for over 90 days. He gave an 
analysis of the increased cost of labor using the wages of longshoremen 
as an example and the period between 1942 and 1952 as the base 
period. He showed that the increased cost to the employer in this 
10-year period has been 156 percent. He also pointed out that the 
increased cost of operating a pier is very great because of the need for 
special equipment that was not in use years ago. He closed his re- 
marks as follows: 

I can think of no legislative approach to this problem. I think it is still a 
problem of labor and management of the community, of sitting down and realiz- 


ing what they have got in this harbor out here, and trying to work together to 
develop business and take care of it once the xy get it. The only thing | can say 
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is that if this committee feels that any further hearings are needed on this matte; 
I would suggest that they be held in San Francisco, which, as has been pointed 
out, is the seat of a lot of our trouble. 

Mr. G. W. Kelly, regional traffic manager for Sears, Roebuck & (Co 
stated Sal that he desired to inform the committee that his company 
has approximately two trailer loads of merchandise going to Alask, 
each day. He stated that they have some 30,000 customers and tha; 
the strikes cause no end of trouble in trying to take care of them 
Mr. Kelly stated that he does not know what the solution is to the work 
stoppages in the Seattle area, but that he desired to tell the committee 
how his company approached the problem. He stated that many 
times when merchandise was on the dock at the time of the strike 
they had to remove it from that dock and take it to another and py; 
it on another steamship line which was operating. He said that cost 
considerable money. Experience taught the company that it js 
better to hold the orders on the floor of the shipping room, that js 
until they found that they did not have enough space for the storag 
of all the merchandise. Then they devised another techniqu 
that of holding the orders which means additional delay in the selec- 
tion of the goods and preparation to ship them to the customers in 
Alaska. He recited the difficulties experienced by the people 
Alaska and pointed out that the Christmas orders sent in by mer- 
chants are placed with the idea of receiving the merchandise in time 
for it to be sold during the holiday season, but many times the goods 
are not delivered until after Christmas. It is then virtually a total 
loss to the merchants in Alaska. He stated that the result is this 

If we don’t get those toys or Christmas items—even Easter items—to the people 

) Alaska when they want them, they refuse to accept them. 
He stated: 


We guarantee “satisfaction or your money back,’’ so we get the goods back. 


Mr. Kelly discussed the efforts that his company had made to find a 
solution to this shipping problem by chartering boats, by shipping by 
air, and by using trucks over the Alcan Highway. None of these 
alternatives were satisfactory. 

Mr. Kelly pointed out the fact that the docks are obsolete and that 
the handling of their merchandise has not been satisfactory. Modern 
facilities are needed so that the merchandise can be handled without 
damage and without pilferage. He stated further that he could not 
suggest the answer to the problem i in Seattle and that he did not know 
the solution to the labor problem. 


FE. Keith MacDougall, general manager, Berger Transportation Co. 


Mr. MacDougall stated that he had been in transportation work 
about 25 years. He stated he is a graduate of the University of 
Washington; majored in transportation; and had studied labor rela- 
tions and transportation law. 

He further stated that he probably represented a very interesting 
viewpoint inasmuch as for the past 4 years his organization has never 
been tied up in a labor dispute. He also stated that his organization 
writes their own contracts with different labor organizations and that 
they deal with three different unions—MEBA, Sailors Union of the 
Pacific, and the Masters, Mates, and Pilots. He stated that the prin- 
cipal labor difficulties have developed since 1934—the date of the 
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bie strike, so-called. He believes that the Wagner Labor Act was 
esponsible for most of the trouble. He says: 


| admittedly we have had continuous strife on the waterfront But that 
is a growing fee Nees: both in the ranks of labor and in the ranks of manage- 
f a need for growing up. 

me stated that he looks upon the mayor’s committee as a step in 
the right direction. Another point he brought out is that the final 
hella in connection with labor issues does not rest with the people 
in Seattle. He referred to various difficulties which he has experienced 
and states that pilferage is one of the major problems, that this not 
only occurs in Seattle but that he withdrew operations from the port 

ot Sew ard because of pilferage ; stated that 
It was so intense there that we were losing money by hauling materials to that 


nort 
) 


Stated further that the problem of pilferage seems to be present 
wherever he operates in Alaska. 

Mr. MacDougall pointed out that in connection with the problem 
of the work stoppages at Seattle, the wages paid labor aboard ships 
is involved because 

» average wage, considering the cost of living provided to them aboard the 
ship and everything else, scale runs from about $14,000 down to about $7,000. 
Rev. Charles Malin, minister of a large church at Seward and secre tary 

of the chamber of commerce, Seward, Alaska 

Reverend Malin stated as follows: 

It seems very important to me that during all of this testimony Alaskans have 
gone right straight down the line for remedial legislation. These folks here in 
Seattle seem to feel that the mayor’s committee is the great hope. We cannot 
understand how they can testify that most of the decisions on labor are made in 
San Francisco, and yet they are going to be able to handle the problem here in 
Seattle. We hope that they truly can handle it. We can’t understand how 
they can do more than speed negotiations. 


He stated further that— 


We in Alaska feel that very definitely the Federal Government has been part of 
this problem, and as such we think it is only reasonable that the Federal Govern- 
ment enter into the solution of it. 

Reverend Malin stated further: 

I talked to the two longshoring unions in Seward just prior to coming down 
here, as well as to the chamber of commerce. They are all three agreed on the 
fact that the Department of Labor could come up with some answer along this 
line. They could definitely give a definition as to ‘‘What is a contract?” 

Reverend Malin further discussed the problem of contracts and 
seemed to think that the present contracts do not assure labor 
peace. 

He next discussed the problem of pilferage and stated that he esti- 
mates that pilferage amounts to about 3 percent of all merchandise 
shipped to Alaska. He stated that the problem of breakage is a 
serious one and then he mentioned the opening of a hatch on an 
Alaskan Steamship boat just recently. There was not an article in 
the entire hatch that was not broken up and that wouldn’t result in 
some kind of a claim. He states that in his opinion competition 
among steamship companies has brought about the carrying of goods 
in such a way that it is not packed properly and it is bound to break 
up. He cited a number of instances where merchandise was badly 
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damaged due to poor handling. He states that as far as pilferage jg 

concerned, the men 

are going to have to learn somehow or other, I guess it is the hard way, tha: 

when something is broken open, it is not theirs. 

Dr. D. E.. Skenner, general manager and vice president of the Alaska 
Steamship Co. 

Mr. Skinner stated that his company has been in business trans. 
porting cargo and passengers to the Territory of Alaska since 1897 
He stated that his vessels transport cargo from Ketchikan, which js 
the southernmost part of the Territory of Alaska, 650 miles north of 
Seattle, as far north as the Kutzebue Sound area, of course, stopping 
at all ports in between. He stated that his company and affiliates, the 
Alaska Terminal & Stevedoring Co., contribute to the economy of the 
port of Seattle in the form of wages, and so forth, a total of approxi- 
mately $16 million a year. 

He stated further as follows: 

You have asked for the causes of waterfront tieups. I think that has 
been gone into very thoroughly, and I need not repeat it, other than to agree that 
the confusion brought about by the many anniversary dates of labor contracts is 
one of the causes— the fact that we haveso many unions competing with each other 
for better wages and better working conditions is certainly another contrib- 
uting factor. This, of course, excludes jurisdictional disputes, and a good ex- 
ample of that was the foremen’s strike lasting 33 days last fall, tying up the port 
of Seattle. 

He referred to the fact that labor disputes brought about by the 
Alaskan salmon industry and their contracted laborer help have caused 
ships of five and ten thousand tons to be held up in the Bristol Bay 
area and that conditions there were such that pickets were waiting 
for the ships in order to prevent the discharging of cargo for the 
account of those member companies of the Alaskan salmon industry, 
all because they had not yet arrived at a mutually satisfactory con- 
tract with one or more labor unions that they employ. 

The steamship owner’s choice was to leave the ship in Bristol Bay 
for a day or two in the hope that pickets would be withdrawn, or to 
return the ship to Seattle. He stated that his company had done 
both of these things. 

He stated: 


Last year, the sailors’ strike alone was responsible for the fact that our combina- 


no 


tion passenger freighters lost approximately $600,000 during the 1952 calendar 
year. 

He stated that 2,550 people were held up last year after having 
booked space on his vessels bound for Alaska. He stated further that 
his steamship company lost approximately 100,000 tons of cargo to 
competitors and that much of it was handled out of ports other than 
Seattle. 

In connection with the general problem, he had the following to say: 

It is difficult to come up with a constructive suggestion as to the cure for our 
problems and troubles. Naturally we are concerned about them. The question 
of legislation has been introduced, and I, not being an expert on what, legislation 


can do, and what it can’t do, would venture to say that the value of legislation is 
quite questionable. 


He discussed the operation of various ships—referred to the Matson 
Navigation Co. and their operations and stated that 


the Matson Navigation Co. within the last 30 days said that unless they could be 
assured of uninterrupted service between San Francisco, Los Angeles, and the 
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Hawaiian Islands, they were certainly considering suspension of the Lurline 


operation. 


He stated further: 


{bout 2 months ago, the Bow Line which operated a passenger ship called the 
Puerto Rico, which was the ex-Borenquin, announced suspension of its service to 
ort of Puerto Rico out of New York. The United Fruit Lines is now in the 
ess of reducing its passenger capacity per vessel from 98 passengers to 12. 
He stated further: 
| would like to go one step farther to reflect a moment on the fact that the 4 
sassenger ships Which we own and use are 4 of the 5 passenger ships left under 
United States flag that are doing business either between States or Territories. 


He stated further that 


If we cannot find some way to increase the net revenue of these passenger ships, 
we do not see any future for the passenger ship operation after this summer’s 
tourist trade. And even if we could find a way to inerease the net revenue, 
it could not possibly be considered unless we, too, were assured the ability to 
operate our ships on schedule, and to be able to assure a traveler, whecher he be 


tourist or otherwise, that the ship was going to sail, and that he could make his 
business affairs or his vacation plans accordingly. 

Mr. Skinner discussed the problem of pilferage and breakage, and 
he endeavored to explain some of the details connected with hauling 
certain types of merchandise. Regarding pilferage, he stated as 
follows: 

Pilferage has been a problem with us for many years and I think the only way 
we are going to lick it is to container-ize our cargo. That we are now doing. 
We have started a program in southeastern Alaska that provides containers that 
protect highly pilferable cargo. The shippers and consignees like it. I hope we 
will like it so we will be able to continue and extend that operation to the westward. 

He also pointed out the fact that the docks over which cargo is 
handled were built 30 or 40 years ago and that pilferage and damage 
would be reduced if modern docking facilities were available. He 
stated further that- 

As far as the mayor’s maritime committee is concerned, we have nothing but good 

to say about it. 

Problem as seen by transportation agencies, steamship companies and 
airlines, ete. 

Arthur G. Woodley stated that he is president and general manager 
of Pacific Northern Air Lines, a scheduled air carrier authorized to 
carry persons, property, and mail between the United States and 
Alaska and points in Alaska. Mr. Woodley stated that his company 
was organized in Anchorage in 1932 and that since that time he has 
been its chief executive officer. He stated his certificate of conven- 
lence and necessity was issued in accordance with the grandfather 
clause of the Civil Aeronautics Act. The routes now operated by 
the company are the result of applications and hearings before the 
Civil Aeronautics Board where further evidence of the original certifi- 
cate have been granted. Mr. Woodley stated that during the 21 
years of operation, his airline had never had a passenger fatality and 
during that 21 years the Pacific Northern has never increased either 
its passenger fares or freight rates but has lowered both consistently 
as business warranted. He stated that during the past year his 
company had made a daily round trip with 4-engine DC—4 equipment 
between Portland-Seattle and Anchorage. The company has com- 
pleted 100 percent of its schedules on this route, never having can- 
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celed a schedule during this time. Recently, the company purchas; 
two additional DC-4 aircraft at a total cost of $14 million for thy 





purpose of supplementing its present equipment. After delivery ¢ the fir 
this new equipment, he stated that the schedule will be three flizht that 01 
per day with extra sections to be operated as business requires, ]] air ser 
stated that this service will provide approximately 50,000 pounds 0 94 
airlift to Alaska per day on basic schedules. He discussed th, ton-ml 
seasonable nature of the business to Alaska and stated that the ai 1952 
carriers must be on the alert to take care of and supply additiong potent 
transportation when needed. Mr. Woodley stated that the schedu) vhich 
carriers have demonstrated that they can satisfactorily render ¢| \lasks 
service as required. He stated that the nonscheduled air carriers do Board 
not have enough volume of airlift to make a dent in the cargo require- but he 
ments during transportation tieups. Mr. Woodley made the follow- of the 
ing observation: Pan / 
It is interesting to note and it is highly significant that simultaneous wit! ; the of 
cessation of service by Ocean Van Lines, Air Transport Associates, a nonsched| S. ( 
carrier operating over this route, voluntarily suspended its cargo lift to Alas Amer 
so as to create the impression that diminution of cargo capacity to Alaska comm 
the result of Air Transport’s suspension of service. \irlin 
Mr. Woodley stated that: Worl 
This action was designed to create sympathy and to stimulate the merchants agree: 
of Alaska to petition the Government to permit ATA to continue in business ment. 
Mr. Woodley stated that— mitte 
Actually over 95 percent of all air traffic to Alaska, passengers and cargo, has i: — 
the past been carried by the scheduled airlines. - 
Mr. Woodley stated further that he desired to emphasize one point aia 


that the seasonal peaks in traffic are not in any sense emergency Unite 
situations. He stated: 


perso 
These peaks are normal, they recur at known intervals through the year, and whiel 
the certificated carriers are presently succeeding in handling these seasonal peaks State 
Mr. Woodley quoted from figures regarding the volume of traffic equi 
» Alaska. He stated as follows: that 
licl 
In the first 3 months of this year, ATA operated approximately 50 trips nM 
Alaska, each trip having a capacity of approximately 11,000 pounds, there! 
supplying 550,000 pounds of available airlift. The scheduled air carriers hav have 
operated 667 trips in the same period, supplying 10,672,000 pounds of airlift in a 
(About 65 percent of this available capacity was authorized, leaving approximatel nece: 
3,500,000 pounds of airlift that could have been employed by the very customers 
of ATA who are supporting its attempts to continue its illegal operations. Thi copy 
as you can see, six times in excess of the total amount of capacity offered by ATA 
D. E. McMorran, a representative of Pan American World Airways 
Inc., diseussed the part that Pan American World Airways has played Th 
in serving Alaskan cities, such as Ketchikan, Juneau, Fairbanks, and and 1 
: : : . al 
Nome. Mr. MeMorran pointed out that Pan American World Air- Trew 
ways has made a good record in connection with its service to Alaska the 
He stated as follows: ditio 
y . ° ° t1o 
We have transported, with but few exceptions, all of the passengers and all of ; ; 
the essential cargo which it was our responsibility to move and we have done s0 Boas 
with none of the work stoppages which are of such concern with respect to surfac ‘a 
shipping. earri 
He stated that in 1932 transportation to Alaska was in bad shape and emel 
that in response to pleas by officials of the Army and Navy, the Pan _ 


American stepped into the Alaskan transportation picture. At that ta 
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ime, he stated, all Alaska air transportation was operated on an 
‘regular demand basis. He stated that Pan American introduced 
the first scheduled reliable air service into the Territory. He stated 
that on June 20, 1940, Pan American inaugurated the first commercial 
air service between the United States and Alaska. He stated that in 

946, Pan American flew in States-Alaska service 4,848,000 available 
ton-miles. In 1947, this increased to 11, 230,000 ton-miles. But in 
1952. it had increased to 23,597,000 ton-miles. He discussed the 
potential increase of traffic to and from Alaska, presented charts 
vhich illustrate the increased demand. He discussed the service to 
\laska in which a fixed mail rate is used by the Civil Aeronautics 
Board, and stated that the mail rate is pegged to a definite mileage, 
but he pointed out that the authorized mileage was only 46.4 percent 
of the mileage which was actually operated in 1952. He stated that 
Pan American plans call for the introduction of DC—6B aircraft in 
the operation to Alaska by the time the 1954 season commences 

5. G. Tipton, general counsel of the Air Transport Association of 
America, stated that the major purpose of his appearing before the 
committee was to present an agreement entered into between Alaska 
Airlines, Northwest Airlines, Pacific Northern Airlines, Pan American 
World Airways, and the Air Transport Association of America. The 
agreement was called the Emergency Airlift Agreement. This agree- 
ment, he stated, is a direct outgrowth of the hearings of the com- 
mittee. He stated that this agreement provides that in time of 
emergency, there will be created an emergency airlift office which 
will be headed by a traffic man from the Air Transport Association. 
The office will have as its four major duties (1) the routing of traffic 
so as to use all available capacity on authorized carriers between the 
United States and points in Alaska, (2) the seeking of equipment and 
personnel from other air carriers, including the intra-Alaska carriers, 
which may be available for temporary assignment to the United 
States-Alaska route, (3) the arrangement or the utilization of such 
equipment and personnel, and (4) cooperation with agencies in Alaska 
that may be created under those emergency circumstances to estab- 
lish trafhie priorities on the route. 

Mr. Tipton stated that he is confident that the four carriers who 
have signed this agreement feel that it will have a substantial effect 
in alleviating the needs for transportation to Alaska of the basic 
necessities of the people in that Territory. Mr. Tipton presented a 
copy of the agreement for the record: 


EMERGENCY AIRLIFT AGREEMENT 


The air carrier parties hereto, authorized by their certificates of convenience 
and necessity to provide scheduled air transport service for cargo and passengers 
between the United States and points in the Territory of Alaska, and the Air 
Transport Association of America, the organization of the scheduled airlines of 
the United States, being desirous of providing maximum airlift to alleviate con- 
ditions of emergency in the Territory of Alaska which may result from interrup- 
tion of surface transportation to the Territory, have agreed as follows: 

1) At any time the authorized air carriers determine, or the Civil Aeronautics 
Board notifies such carriers, that a condition of emergency exists in the Territory 
as a result of an interruption of surface transportation to the Territory, such 
carriers will call upon the Air Transport Association of America to create an 
emergency airlift office. 

(2) Upon receiving such request the Air Transport Association will promptly 
establish such office as requested. The director of the office shall be taken from 
the staff of the association and shall be experienced in the routing of passenger 
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and cargo traffic over the scheduled airlines and the remainder of the personne| 
the office shall be assigned by the authorized air carriers. 

(3) As soon as the emergency airlift office is created it shall establish methods 
and procedures for reporting to the office traffic offered to the authorized carriers 
for transportation and for the duration of the emergency such carriers gs} 
observe the methods and procedures so established. 

(4) The duties of the emergency airlift office shall be to assist the authorizea 
air carriers to move the traffic reported to the office by— 

(a) Routing such traffic so as to utilize all available capacity of the ay. 
thorized carriers between the United States and points in Alaska. 

(b) Seeking equipment and personnel of other air carriers, including 
Alaskan air carriers, which may be available for temporary assignment to 
the United States-Alaska routes. 

(c) Arranging for the utilization of such equipment and personnel of other 
air carriers to move such traffic. 

(d) Cooperating with any agency or agencies established in Alaska for the 
purpose of assigning traffic priorities and establishing procedures for thy 
administration and enforcement of such priorities. 

(5) The office shall continue to perform such di ties until the emergency has 
ceased. If the emergency was originally determined upon notification of th 
Civil Aeronautics Board the Board shall determine whether the emergency has 
ceased. Otherwise this determination shall be made by the director of the offic 

(6) The expenses of the office, including the salaries of the director and the 
assigned personnel, shall be paid initially by the Air Transport Association 
Periodically the director shall apportion such expenses among the four authorized 
air carriers by assigning to each such carrier an amount which bears the same 
relationship to the total expenses of the office during the period concerned as 
such earrier’s revenue-ton-miles of traffic between the United States and Alaska 
points during such period bears to the total revenue-ton-miles of all parties to 
this agreement between such points during such period. 

(7) This agreement shall become effective upon its approval by the Civil 
Aeronautics Board under section 412 of the Civil Aeronautics Act and shall 
continue in effect until its termination as provided herein. The agreement may 
be terminated at any time by agreement of all parties hereto and may be termi- 
nated by any one party by giving 60 days’ notice in writing to all other parties, 

(8) Any air carrier holding a certificate of public convenience and necessity 
issue under the Civil Aeronautics Act of 1938 authorizing such carrier to engage 
in air transportation between the United States and Alaska may become a party 
to this agreement by signing the egreement, forwarding a copy thereof to all 
other parties and securing the approval of the Civil Aeronautics Board, if such 
approval is necessary. 


of 


1ai| 


Entered into this — day of ————, 1953, by 
ALASKA AIRLINES, INC. 
NorTHWEST AIRLINES, INC. 
Pactric NORTHERN AIRLINES, INC. 
Pan AMERICAN Wor.tp Arrways, INc. 
Arr TRANSPORT ASSOCIATION OF AMERICA. 


Amos E. Heacock, president of Air Transport Associates, described 
himself as 


The last survivor of the Civil Aeronautics Board’s organized and planned cam- 
paign to eliminate the independent airlines and make their traffic available to the 
scheduled certificated airlines which are subsidized at the expense of the taxpayers. 
ATA is schedlued to die on the 24th of this month for serving Alaska too often, 
too well, and at too low a price. 


Mr. Heacock stated: 


The death of Air Transport Associates is also the death of free enterprise in 
air transportation to Alaska. 
Continuing with his discussion of the problems confronting his non- 
scheduled airline, he discussed extensively the Civil Aeronautics Board 
and its action in revoking the letter of registration of the Air Trans- 
port Associates, 
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Mr. Heacock discussed various problems confronting the irregular 
air carriers operating in Alaska and listed a large group which he stated 
had previously been in operation in Alaska. He discussed at length 
the various actions of the Civil Aeronautics Board which he termed 
were detrimental to the free-enterprise system and designed to assist 
the subsidized air carriers. He discussed the rates that were being 
charged for mail and cargo by the scheduled air carriers and compare d 
them with rates charged by the nonscheduled lines. He pointed to 
the offer which he had made to the Civil Aeronautics Board wherein 
he stated that his airline, the Air Transport Associates, would haul 
all mail between Seattle and Alaska for $1 a year. His recital of the 
conflict between the nonscheduled airlines and the Civil Aeronautics 
Board was voluminous and included considerable data and figures. 
At a subsequent session of the committee, Mr. Heacock resumed the 
stand and testified further in reply to some statements that had been 
made by some representatives of the regular scheduled airlines operat- 
ing to Alaska. He questioned the conclusions of certain witnesses 
and quoted other statements made as mere “‘off the cuff’’ statements. 
He criticized the witnesses appearing before the committee in behalf 
of the scheduled air carriers and inferred that their testimony was 
colored because they were formerly employed by Civil Aeronautics 
Board. Mr. Heacock referred again to his offer to haul the mail for 
$1 a year as evidence that ‘‘we intend to provide a service as public 
convenience and necessity requires.”’ 

Mr. Heacock stated that the nonscheduled air carriers as a whole are 
now conducting more transportation than the entire scheduled air 
industry did in 1941. 

Mr. Heacock stated that his company lost $35,000 last winter 
serving the people of Alaska and pointed to his fact as an evidence of 
the concern for the public convenience and necessity which his airline 
has exhibited in connection with the need for air transport service to 
Alaska. 


Nelson David, president, Alaska Airlines, Inc. 
Mr. David stated that— 


\laska Airlines is one of four carriers presently providing scheduled air trans- 
portation between the United States and Alaska. 


He stated that— 


It has been the practice of these four carriers in the past, which we will continue 
to follow in the future, to forget competitive differences in instances of surface 
transportation stoppages, and to band together for the purpose of providing 
maximum airlift necessary to the Territory to alleviate space shortages 

He stated: 

We are also entering into an emergency airlift agreement, which was announced 
by Congressman Pelly yesterday, in order to establish methods by which this 
purpose can be more efficiently accomplished. This agreement included proposals 
to bring in additional equipment from all over the country to supplement the 
airlift to the Territory in these emergency periods. 

He stated that those in the air transportation field will recall 
numerous instances when scheduled airlines have entered into asso- 
ciations to handle emergency airlifts; and cited a number of instances 
where such cooperation had resulted in much good to the communities. 

He stated that Alaska Airlines’ services have always been geared to 
the needs and development of the Territory of Alaska and “that the 
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company today, the largest of all Alaskan air carriers, exists on), 
serve the Territory. He recited the various routes served by | 
company and | ‘ointed out that they also furnish charter servic; 
points generally inaccessible by other types of transportation. fH, 
pointed out that in the year ending October 31, 1939, this company 
carried 5,771 passengers, 995,047 pounds of freight, and 34,865 pounds 
of mail in the Territory, while last year they carried over 28.0) 
passengers, 4,982,000 pounds of freight, and 1,992,000 pounds of mail 
He said that he believed his airline had been a major factor in t} 
growth and development of the Territory of Alaska. 

He explained the type of service he furnishes in Alaska, as we ‘Il as 
the service between Seattle-Portland-Fairbanks. He referred to thy 
rates charged for passengers and freight, and recited the experienc 
the airline had had in the haulage of milk, ¢ eggs, meat, and othe; 
perishable products. 

He stated that 
It is difficult to see how there can be a claim of any sustained space shortage, either 
actual or potential, between Seattle-Portland and Anchorage when the availability 
of Alaska Airlines’ service by way of Fairbanks is considered along with t} 
available space of Northwest and Pacific Northern’s respectively, direct service 


He stated further that— 


The minute there appears to be developing any space shortage, we are ready { 
throw in 1 or more of the 3 C—46 aircraft which the company has, and possib| 
obtain additional equipment, if necessary. 


{) 


LS 


if 





George E. Hatch, Northwest Airlines western region sales manage) 

Mr. Hatch stated: 

It is not our purpose to suggest remedies, but to acquaint you with the reasons 
for an air carrier’s concern. Whenever a waterfront tieup occurs, the airlines ar 
confronted with a serious problem of attempting to supplant surface transporta- 
tion and carry large volumes of freight which normally move by water. This 
presents a serious problem in that present-day aircraft are not designed to carry 
such things as large pieces of equipment, sheet steel, and the other enormous 
pieces of merchandise. 

Mr. Hatch pointed out that a special service is rendered to Alaska 
during the maritime strikes when ships are tied up at ports along the 
coast. Many tons of cargo, particularly perishables and foodstuffs in 
short supply are flown to Alaska. These help Alaskans to tide over 
the periods of scarcity. 

He states that under current schedules Northwest provides 32 
scheduled flights weekly, and that these are supplemented by addi- 
tional extra section flights to meet increased traffic volumes. North- 
west Airlines is spe nding approximately $2 million in Alaska this 
year, not including $400,000 for installations at the new Anchorag 
International Airport. 

He stated further in connection with the service furnished by airlines 
that it is his belief that the certificated or scheduled air carriers serving 
the Territory of Alaska from the States have ample capacity to meet 
the normal requirements of air transportation service between the 
States and Alaska. He stated further: 

In eases of emergency conditions such as exis¢ during periods of curtailment o! 
surface transportation, although the air carriers cannot supplan¢ the total capaci!) 
available by surface carriers, they can supply a substantial volume of additiona 
service which will meet the needs of Alaska for the shipment of food and other 
necessities of life during the periods of the emergency. 
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oncluded his statement by saying that 

tional authorizations to nonscheduled air carriers is not the answer to 
\laska’s transportation needs. The answer to their needs is not in additional 
ir carriers, but in dependable surface transportation. 
R. J. Tarte, a Seattle businessman 

Mr. Tarte testified that his firm, Transportation Storage & Dis- 
tributing Co., is in the business of unloading, warehousing, shipping, 
and financing motor carriage of automobiles. He stated further that 
he is appearing for the president of the Alaska Chamber of Commerce, 
\fr. Wells. He said he represents 32 automobile dealers in Alaska out 
of a total of 35 and in many cases he exercises a power of attorney for 
these dealers in connection with the purchase and payment for their 
automobiles. He otherwise handles and looks after their finances. 
He stated that the Alaskan dealers have a very difficult problem 
hecause of the fact that the title to the automobiles is transferred to 
the Alaska dealers before the machines leave Seattle and that when a 
strike occurs, it creates a very difficult situation. He stated, that 
| dealer at the close of a strike received about 50 automobiles in 1 
shipment and that he had to pay approximately $100,000 in cash in 
order to complete the transaction. An additional difficulty arises 
when the ships discharge cargo at Seward where the Alaska Railroad 
picks up the automobiles. The railroad is unable to handle these 
automobiles expeditiously. Consequently, they not only have 
remained in Seattle over a period of time awaiting the settling of the 
strike, but they will remain on the dock in Seward because of the 
inability of the Alaska Railway to carry them to Anchorage and 
Fairbanks within a reasonable time which makes further delays 
inevitable. He stated that his organization had hauled automobiles 
from Detroit to Fairbanks by motor carrier. He also shipped auto- 
mobiles from Detroit to Dawson which is 1,500 miles from Fairbanks 
and later sent them by motor carrier into Fairbanks. He stated: 

If you have ever slid down the side of one of those Aleska, mountains on the 
\leon Highwey with 2 trucklord of sutomobiles, beckwards, you will begin to 
think of shipping your automobiles snother wey 

Mr. Tarte recited the various methods his organization had at- 
tempted to use in combinations of carriers to get automobiles to 
Alaska and the difficulties encountered. He stated that he enjoyed 
fine relations with the teamsters union in Seattle. He said that in 20 
years he had never had a strike or a work stoppage. He said that the 
constant impact of these strikes can do an Alaskan automobile dealer 
an irreparable damage. He stated: 


what we need more than anything else in the automobile business is an orderly 
shipment of automobiles over vessels sailing weekly. 


He stated: 
I don’t know whether any more legislation is necessary or not, but I do think 
that this committee hearing is good because it has given an opportunity, if nothing 


else, for labor leaders to hear the plea of these people from Alaska and the prob- 
lems of the businessman. 


James Beard, reporter 

Mr. Beard testified that his home is in Juneau, Alaska. He stated 
that he had observed that much of the testimony given before in this 
hearing has had to do with the hardships imposed on Seattle and the 
Northwest economy. He stated he desired to point out some facts 
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regarding the economy of Alaska and the effect of the strikes upop 
the Territory. He stated as follows: 

In the summer strike last year, when we were tied up for 53 days, the Juneau 
Chamber of Commerce made a survey among the merchants and businessmen of 


the community, and discovered that in the first 6 weeks of that strike, th, tal 
loss to the community of Juneau, exceeded $600,000. 

He said: 

Now, that is a big loss for a city of 6,000 people. 


He referred to a statement previously made by Mr. Weisbarth wherein 
he had said that six pickets could tie up the entire Seattle waterfron: 
and continued his comments by the following observation: 

| wonder if it doesn’t seem outrageous and perhaps immoral to you peopk 
that 6 persons can strangle economically, 160,000 persons who have no part ir 
their dispute. 

He pointed out that the strike was resolved by an injunction and 
that 
makes me and some other Alaskans feel that perhaps some means, some legislatiy 
means, could be had whereby prompt remedy in such cases could be sought 
through the courts, rather than these long-drawn-out negotiations, 
He concluded with the observation that most people in Alaska belong 
to unions. He stated that 
I don’t think anyone would want to withdraw the strike weapon from labor 


But I do think that there must be some means of exempting Alaskan economy 
from these disastrous tieups. 


Harvey Hanson, coowner of the C Street Grocery in Anchorage 

Mr. Hanson stated that he wished to point out the fact that a 
grocery store in Anchorage must carry a large stock of groceries 
He stated that he had to carry 1 stock of groceries in the store, 1 
in the warehouse, another stock on the water, and still another stock 
in the process of ordering. He stated that he would like to comment 
further on another item that had been referred to by pervious witnesses, 
that is, air transportation. He stated that there is not enough air 
transportation to supply the demand. He stated that virtually all 
the fishermen are transported by air, that all construction workers 
come up by air, and that when the tourists are added to those that 
come up at the opening of the work season, there is left very little 
space for freight. 
Richard Gotting, a teamster 

Mr. Gotting stated that he arrived in this country 3 years ago and 
had been disappointed because he had been informed in Sweden about 
free enterprise and the wonderful opportunities in the United States. 
He was interested mostly in the cost of transportation to Alaska and 
discussed the scheduled and nonscheduled airlines and the cost of 
passage from Seattle to Anchorage. He pointed out that his native 
country is approximately the same latitude as Anchorage and that 
his country supports a very large number of people. He supported 
increased transportation especially air transportation, in order that 
Alaska might grow and support a larger population than it does now. 


John Osseward, agent for the Matanuska Valley Cooperative Association 


Mr. Osseward stated that he is a resident of Palmer, Alaska, and is 
in business as a public accountant in the city of Seattle. He stated 
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that during the 13 years that he has been active in affairs in Alaska, it 
has always been a difficult thing to keep vital freight moving to 
Alaska during a strike period. He said that the population of Matan- 
uska Valley has grown to about 4,500, and that the city of Palmer 
is the valley’s largest town and the site of the Matanuska Co-op 
plant. He estimated that there are approximately 1,000 cows, many 
sheep, and a great amount of chy t grown in the valley. He stated 
the ’ production is approximately 275, 000 gallons of ice cream annually 
and a daily production of 9,000 Softail of milk. The co- -op in 1952 
had a sales volume of over $3 million. He said that the military 
purchased the major portion of the dairy and vegetable products 
crown in the valley. The Army has a $1,500,000 contract with the 
‘oop for the production or reconstituted milk. The valley is not 
self-supporting because a large share of the feed required for poultry 
and livestock must be shipped from Seattle. This means that hay 
costing $50 a ton in Seattle is $100 a ton delivered in the valley. He 
pointed out that these strikes occur usually during the height of the 
short growing and working season in Alaska which is 4 months of the 
vear. He stated that the impact of these stoppages on Alaskan 
economy can no longer be overlooked, and that public indignation in 
Alaska over the apparent indifference here in the States is gradually 
mounting. He stated further that warehouse storage facilities in the 
\Matanuska Valley are sufficient to deal with maritime stoppages for 
periods of only 30 to 60 days. After that, relief ships must be sent 
in to provide food and stock feed. Transportation stoppages, he 
said, are becoming more serious each year as the population increases 
and as the valley develops with larger herds of livestock, lots of poultry, 
ete. Some of the small dairies in Alaska, he said, have actually had 
to kill their livestock during long maritime tieups because of their 
inability to get feed. He said he desired to commend the steamship 
companies as well as the mayor’s advisory committee for the fine 
work they had done in getting a release of three consecutive ships to 
haul feed and fertilizer for Matanuska Valley. He made certain 
suggestions that he felt would assist in solving the problems. First, 
the compulsory cooling-off period which would give the people of 
Alaska a chance to restock the most urgent feed and dairy supplies; 
second, the creation of an Alaska-Northwestern Maritime Association, 
a separate division of the Pacific Maritime Association; third, resort 
to the use of Government-operated vessels when all other means have 
failed to settle the work stoppage. He stated further: 
The people of Alaska are tired of being the pawns in between powerful maritime 


owners’ associations and maritime unions, and between large unions and union 
ibor leaders in the fight for power and jurisdiction. 


Volney Richmond, Jr., president of the Northwest Commercial Co. 

Mr. Richmond stated that his business is mainly in Alaska with 
headquarters in Seattle. He said he was appearing on behalf of the 
Northwest Alaska Chamber of Commerce whose headquarters 
are at Nome. He read a message, dated April 7, at Nome, Alaska, 
and signed by Dewey Goodrich, “president, Northwest Alaska Cham- 
ber of Commerce, which, among other things, had the following to 
Say: 

Please stress following facts: Economy of this area wholly dependent on water- 


borne transportation. Past disruption of service has had steadily mounting ad- 
verse effect on all economic phases. Freight rates are already highest in the 
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world for comparable routes stop; 1952 tieup resulted in serious shortage of { 


stuffs and other supplies forcing reliance on air transportation at prohibitive ae 
to econsvmer stop. * * * We strongly urge legislation to insvre uninterrupted 
service during limited open season with labor troubles submitted to arbitr 


tion stop. * *'* 


Mr. Richmond stated further that he is an official of the Norther 
Commercial Co. which operates 20 general mercantile stores through- 
out the entire Territory. He said that he declined to comment o1 
the causes of the various tieups that had occurred in connectio; 
with shipping stoppages. He recited numerous difficulties in connee- 
tion with the shipment of heavy machinery, automotive equipment 
passenger cars and trucks to Alaska and the various difficulties that 
had been experienced as a result of the transportation tieups that 
had occurred over the last few years and gave the effect that tieups 
have upon construction in Alaska where the winter sets in early and 
where a job may not be completed during the construction season 
thus resulting in a suspension of work until the following year. Hi 
closed his testimony by stating that during the period when ship- 
ments are not interrupted, the transportation systems to the Terri- 
tory are good. 


Ralph Lomen, president, Lomen Commercial Co., Nome, Alaska 

Mr. Lomen stated that he is also president of the Alaska Place 
Co., a gold-dredging operation at Council, Alaska. He stated that 
Nome is an open port on the Bering Sea. The first vessel for the 
year is scheduled out of Seattle normally on the 1st or 2d of June and 
the last vessel from Seattle to Nome leaves there the very last days of 
September or the first of October. During the balance of the year, the 
Bering Sea is frozen and there is, therefore, no communication or 
transportation except by air. Under these circumstances, he stated 
the merchants secure all freight required for the winter months on the 
last steamer, thus building up their inventories so that they may 
carry over until spring. He observed that Nome is amply serviced 
by the airlines and that it has no complaint regarding air servic 
tie stated that when a strike occurs and it is necessary to ship every 
thing by air, the people of Nome pay 55 to 60 cents a pound for 
potatoes and onions and a little more than that for apples because o! 
the high freight rate. He stated further that as far as mining activ! 
ties are concerned, nearly all the supplies, repair parts, and such things 
are too heavy to be carried by air and that the price is prohibitive 
He testified that the open season at Nome during which transporta- 
tion is available by water is approximately 66 days each summe! 
The main problem before the people of Nome, he said, is: “Will we b 
tied up again al} summer or half the summer by labor disputes?” 
He stated that the investment the Government has in a newly de- 
veloped tin mine 1s over a million dollars and it is increasing its i- 
vestment by $2 million more. However, if these strikes continue, h 
predicted that Nome will be entirely abandoned because of the im- 
possibility of securing adequate supplies. Answering a question re- 
carding the tin mine development which was asked by Chairman 
Dolliver, Mr. Lomen stated that the tin mine in Alaska is the only 
mine of its kind in the United States or its possessions, that at the 
present time the company is developing its lode property, and that 
the concentrate is shipped by steamer to Seattle and then by rail to 
Texas City for additional refining. The concentrate runs about 72 
percent pure metallic tin. 
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as Strachen, department commander, Veterans of Foreign Wars 


Mr. Strac ‘hen presente “1 memorial No. 7 of the State Legislature of 
\laska, 21st session, memorializing the President and others, including 
the ( vel Aeronautics Board, urging deferral of any action looking 
toward revocation of operating certificates of either scheduled or non- 
on ae airlines. 


drew Hoffman, coowner, Riteway grocery and market in Spenard, 
Alaska 
He recited difficulties in getting shipments of fish and meat out of 
Seattle by air. He quoted a letter from L. M. Greening, cargo sales 
manager of the Pacific Northern Airlines, who stated as follows: 
* * * Unfortunately, our equipment situation does not enable us to operate 


y more than the one cargo flight a week and augmented by our regular schedule 
nbination of passenger and freight service. 


a 


[he witness used this as an illustration of the fact that the airlines 
are not in a position to furnish the extra services required even though 
the shipper might desire to pay the added transportation costs. He 
stated further: 

In the summertime the airlines have been in much the same position as the 


teamship companies; that is, they have not been able to handle all the perishable 
argo offered for shipment to Alaska. 


He stated that last year 


On 2 or 3 occasions our cargo needs were cut by as much as 75 percent by the 
steamship companies. It just boils down to one thing. During the heavy ship- 
ping season there just isn’t enough of any kind of transportation to handle all 
perishable cargo to Alaska when it is needed the most. 
Lawrence Carr, owner of Carr’s Food Center in Anchorage, Alaska 

Mr. Carr stated that he is owner of one of the largest groceries in 
\nchorage. He said that he operated on a basis of big volume and 
quick turnover. He stated that his inventory is turned over approxi- 
mately four times a month and that the only way he can stay in 
business and supply the people of Anchorage with food that they 
want when they want it is to have dependable everyday freight 
shipments. He stated that if there is a strike or stoppage in trans- 
portation to Alaska even if it lasts only 1 week, ‘‘we are completely 
out of lots of the essential merchandise for the customers.’’ He 
stated further that in his opinion there are not adequate air freight 
facilities scheduled and nonscheduled to properly serve Alaska. 


Dale Bailey, produce buyer, Anchorage 


Mr. Bailey appeared before the committee accompanied by a num- 
ber of people from Anchorage, Alaska. He stated as follows: 


I am here because [ want adequate air service regardless of who delivers it. 


He protested the increase in rates for air shipment of produce and 
eggs and blamed the Civil Aeronautics Board for the increases because 
of the Board’s action revoking the certificate of Air Transport As- 
sociates. He deplored the shipping tieups in the spring when building 
materials are most needed. 
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Max Weisbarth, port agent, Sailors’ Union of the Pacific, Seattle, Was 

Mr. Weisbarth stated that he had been in Seattle in his present 
job of port agent for the Sailors’ Union of the Pacific for a period of 3 
years. In his opinion, dock facilities in Seattle could be improved 
with the construction of new docks and new warehouses and new 
grain elevators. He stated that the best dock in Seattle is that which 
accommodates the Alaska Steamship Co., in other words, pier No 
52. He recited the difficulties that had been experienced in connectioy 
with a jurisdictional dispute between different unions representing 
the American Federation of Labor and other groups, such as the 
International Longshoremen’s and Warehousemen’s Union. He 
stated as follows: 

Along in June there was a report circulated on the waterfront that the Com. 
munistic ILWU (International Longshoremen’s and Warehousemen’s Union) was 
going to move into the ILA (International Longshoremen’s Association local 
union). (Full union name supplied.) Very little attention was paid to the 
rumor and the reason for this was that we did not expect that the ILWU would 
move in or do any raiding of the ILA, that is, the International Longshoremen’s 
Association. However, around October—tbe latter part of October 1952, the 
International Longshoremen’s Foremen’s Local 38-144 was split in half, with 
half of the membership intending to organize a new union to be known as the 
Washington Dock Workers in the Port of Seattle, with the balance being left jn 
the ILA. . 

Mr. Weisbarth, after discussing the relationship between unions 
working on the waterfront, stated as follows: 

Now, in picketing, we only had a few men—it only took six men to tie up the 


whole waterfront in Seattle—and we found the picket line to be very, very 
effective. 

He stated further: 

There was no possible way of getting a contract or getting some kind of agree 
ment with the people that were involved; and in order to settle this dispute, it was 
suggested at the time that we should go to court and get an injunction, and 
whatever was ruled, whatever was the ruling by the judge, the various unions 
would abide by the judge’s decision. 

This was done, and around December 12 of 1952 an order was issued by Judge 
Hodson that all pickets must be removed, and automatically the Port of Seattle 
would be back in business. 

Mr. Weisbarth discussed the Bristol Bay dispute and referred to a 
pamphlet that was issued by the employers in connection with that 
controversy. Mr. Weisbarth stated that he believes the tieups of 
shipping to Alaska are on the decrease. He stated: 

I think it is getting to the point now where there won’t be too many tieups 
It is slowing down and the reason for it, I think, is the fact that every time vou 
put a Communist in jail it slows the others down; and when it slows the others 
down, the transportation keeps moving. 

Chairman Dolliver explained to Mr. Weisbarth that the subcom- 
mittee has little or nothing to do with the labor disputes that have 
been the subject of discussion. Chairman Dolliver also stated that 
he would like to make this comment: “I am quite encouraged that you 
feel that the mayor’s committee has done, and will continue to do, a 
good piece of work, and,”’ continued Chairman Dolliver, ‘‘may I ask 
you if your union is associated with the mayor’s committee in an) 


way?” Mr. Weisbarth said, “Yes, we are.” Chairman Dolliver 
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asked ‘“‘Are you a member of the mayor’s committee?’”’ to which Mr. 
Weisbarth replied ‘Yes, I am.” 

Under questioning by Congressman Pelly regarding the operations 
of the gulf ports as compared to San Francisco and Seattle, Mr. 
Weisbarth had the following to say: 


New Orleans and Seattle cannot be compared, you see, because the scale of 
wages down there is a little cheaper, for one thing, and you employ more men. 


With reference to the wage scales, Mr. Weisbarth made the following 
statement: 


And the longshoremen up there are paid a little higher than on the coast, 
and much higher than they are paid in the gulf ports, and that is one reason why 
vou have a lot of cargo going down the Mississippi River to New Orleans. And, 
another thing, * * *, the facilities up here in Seattle are very, very poor. 


Mr. Weisbarth stated further that most of the fruit from the 
Yakima Valley is shipped by way of Portland because of the lack of 
proper warehouse facilities at Seattle. He said that the lack of 
adequate grain elevators at Seattle results in spreading the shipments 
to Tacoma, Vancouver, and Portland. 

Congressman Pelly questioned Mr. Weisbarth regarding the expira- 
tion dates of contracts and asked him if he is in agreement with the 
idea that has been expressed by some witnesses to the effect that a 
common expiration date for all contracts on the waterfront would 
assist materially in preventing a succession of tieups as has been 
experienced heretofore when various contracts were expiring. Mr. 
Pelly asked Mr. Weisbarth the following question: 


Before you go, lL was thinking in terms of the references that you made to the 
Communist-dominated organizations. Have you any suggestions as to how a 
committee of the Congress—-not this committee, because we have no jurisdiction 
over those matters—but have you got any thought of any security measures that 
can be taken that vou could make in the form of suggestions? 


Mr. Weisbarth said: 


Yes. I would like to see an Un-American Committee come in here, especially 
out of the Senate—I would like to see them in here, because this thing is—they 
could see a lot of things that go on here that should be stopped. 

Congressman PgLiy. Well, the House has one, too. 

Mr. Wetspartn. The House has one? 

Mr. Peuiy. Yes. 

Mr. Weispartu. All right. I would like to see one from the House come in 
here, too. 

Congressman Petuy. And I gather that you do not think that there is any need 
for legislative help? 

Mr. WeisBparta. You do not need any legislative help, and if you did, in my 
opinion that would be the worst thing that you could do. 


Statement furnished for the record by Mr. William Gettings, regional 
director for International Longshoremen’s and Warehousemen’s Union 


Mr. Gettings’ statement, in part, is as follows: 


The International Longshoremen’s and Warehousemen’s Union welcomes this 
opportunity to submit the following brief statement for inclusion in the commit- 
tee’s record of the Seattle hearings which took place April 8-10, 1953. 

Since 1948 there has been no stoppage of waterfront work in the port of Seattle 
for which the ILWU has been responsible and the prospects are for continued 
uninterrupted work. 

Mr. Paul St. Sure, president of the Pacific Maritime Association, speaking last 
October before the San Francisco Junior Chamber of Commerce predicted ‘‘an 
era of peace and stability.” Indeed, industrial relations on the west coast water- 
front have reached a high degree of maturity and stability. 

When Mr. Henry W. Clark retired as president of PMA at the end of 1951, his 
final report included the results of a comparative survey of strikes on the several 
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coasts. His report showed that man-day losses due to strikes and work stoppag 
on the east and gulf coasts during the 3 years 1949 to 1951, inclusive, were 6 + 
those on the west coast “There was a total of 45 strikes on the east coast agains 


24 on the west coast; man-day losses on the east coast totaled approximat, 
500,000 against 75,000 for the west and the number of men involved was abo 
37,000 against 15,000 on the west coast.’’ 

Another test of the stability of the relationship on the west coast is the « 
to which issues between the parties are resolved by negotiation. Since the end 
1948 we have had three wage reviews and 2 contract opening. There wes | 
strike at the contract opening and no erbitration at the wage reviews; all contrac: 
changes were agreed to in negotiztions. 

During the past vear, the ILWU has been taking the lead in the reestablishment 
of the Maritime Federation of the Pacific. This program which we are spor 
among the Maritime unions would, if adopted by all, go far toward eliminating 
disputes along the lines which have oecurred since 1948. 

The program includes the following points: 

1. Collective bargaining agreements to lest at least 1 year and prefe ebly longer 
The Pacific coast longshore contract between our union and the Pacific Maritiny 
Association ran from 1948 to June 15, 1951. The next agreement originally re, 
from June 1951 to June 1953, but by agreement in 1952 was extended for an addi- 
tional year and is now due to expire June 15, 1954. 

2. Common expiration dates for collective-bargaining agreements for all mari- 
time unions. This program is one which the ILWU has long sought to put into 
effect. Lf agreed to by all west coast unions it would go a long way toward elimi- 
nating waterfront stoppages. 

3. No jurisdictionel raiding or jurisdictional strikes, with appropriete machinery 
and mutually agreed upon referee to settle jurisdictional disputes between unions 
when such are not settled by mutual agreement. 


Mr. E. N. Altman, business manager of the Marine Engineers Beneficial 
Association 


Mr. Altman stated that he wouid like to point out that there was 
not any poiat in trying to gloss over the labor disputes in the Seattle 
area. However, be desired to point out that there had been more 
disputes in San Francisco and the southern coastal areas than in 
Seattle. It is recognized that that in no way compensates for the 
tieups occurring in Seattle. He attributed the publicity and public 
interest that have been evidenced in connection with the Seattle 
tieups to the fact that Alaska is adversely affected by them and he 
agreed and stated: 

There is no complaint that the tieups in the past in some respects hampered the 
Alaskans in the development of the Territory and in their day-to-day life, but 


certain statements have been made here and I feel should be corrected, and which 
also, upon investigation, will prove to be a matter of record. 


He pointed out that during the tieups of the port of Seattle, defense 
cargo had moved without delay and that although at times there 
developed a necessity for relief ships, the sailing of those ships had 
been expedited. Mr. Altman stated that he is a representative of 
the labor union he serves voluntarily as a member of the mayor's 
advisory maritime committee. He stated that the organization of 
the mayor’s advisory maritime committee has resulted in doing some- 
thing which has never been achieved with any satisfaction or any 
decent resuli in the port of Seattle heretofore. He made an observa- 
tion that the Chamber of Commerce of Seattle which ‘‘is a fine organi- 
zation and does an excellent job for the city of Seattle, with regard to 
labor relations in the maritime industry has done exactly nothing.” 
He stated further: 


It certainly has not been deliberate in that, but there has been no forum whereby 
the everyday working people in the labor movement who deal with the problems 
of maritime workers have been called in, even on panel discussions, to discuss any 
of these problems. 
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\r. Altman discussed the formation of the Alaska Lifeline Committee 
and stated that he had no personal knowledge of the committee, that 
he hadn’t appeared before it or been invited to take part in any dis- 
cussions or activities which might lead to his better understanding. 
He expressed an opinion that this particular committee has been 
reasonably successful during the 2 months of its existence in working 
out a better understanding between management and labor. He 
further stated: 

[ think if given a chance and if everybody maintains the attitude that has been 
ndicated thus far, that it can do semething that will be worthwhile, not only for 
Seattle and Alaska, but possibly for the Pacific coast, because if the pattern is such 
that it is successful, it will be followed in other ports. 

Mr. Altman referred to the remarks of Commissioner Rowe con- 
cerning suggestions regarding the nationalization of the shipping 
industry. He commented as follows: 

Certainly the suggestion that nationalization of the shipping industry might 
be a solution is, to my way of thinking, a rather farfetched solution. 

He also referred to the National Railway Labor Act and stated as 
follows: 

I think an examination of the history of the Railway Labor Act will indicate 
that it has not particularly solved the so-called labor-management problem that 
has existed in the railroads for years. 

Mr. Altman discussed the questions that have been raised as to the 
reason the Isthmian Steamship Co. had ceased operations in the port 
of Seattle. He referred also to the fact that the American-Hawaiian 
Steamship Co. had ceased its operations in the port of Seattle. He 
stated that inference is being made that those operations had ceased 
by reason of some particular group of disputes in Seattle. He stated 
as follows: 

The fact of the matter is, however, that the vessels that were being operated 
by American-Hawaiian were not good for the run they were on. The run itself 
had not proven profitable. Possibly overall labor disputes over the country had 


caused them to make their decision, but certainly nothing occurring in the port 
of Seattle. 


He stated further: 


We have gotten our own organization together on record nationally in favor 
of securing a common termination date for all waterfront maritime labor unions 
with regard to their contracts. 


He stated further: 


Many of the other unions on the waterfront have also agreed that they will go 
along in that effort to seek a common termination date. 

He complimented the work of the mayor’s maritime advisory 
committee. He stated: 

We feel that that committee is going to continue functioning and functioning 
on @ very equitable basis. 

Mr. Altman stated that the flow of commerce through Seattle has 
been impeded in many cases by the lack of equipment and the facilities 
to handle such commerce. He referred to the lack of adequate, 
modern grain elevators. He stated that several years ago there was 
a big phosphate and sulfur movement which authorities were advised 
wanted to come through this port. 


There were no facilities to handle it. Asa result, they had to handle it through 
the port of Olympia and a port of Oregon. 
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Chairman Dolliver questioned the witness regarding the following 


With regard to the transporting of cargo to Alaska, I think you have expressed 
some hopes that you think some arrangements could be made whereby the Carge 
could continue to go to Alaska without stoppage, pending the settlement of ¢) e 
dispute, and the beneficiaries or the disputants would have the settlement dat: 
back to the beginning; for the benefit of the people who are operating the ships 


Mr. Altman stated: 


That is correct; and concrete efforts are underway to obtain either agreement » 
disagreement from all who might be participants in any future disputes. 


Chairman Dolliver made comment as follows: 


If that should come about, it very possibly could alleviate a good many of the 
complaints we have heard today from these people from Alaska; do you not 
think so? 


Mr. Altman stated: 
It certainly could. 
Robert D. Casey appeared as an individual 


He stated that he had spent the last 16 years in the maritime trades 
and had a few things he would like to enter into the record. He 
stated: 


I don’t think it has been properly emphasized—one segment of the trouble on 
the waterfront—and that is the jurisdictional strikes. 


He stated: 
For some reason it has been handled with kid gloves. 
He stated: 


For the last 5 years it has been nothing but ceaseless jurisdictional warfare 
among the unions themselves. I sincerely believe that this question cannot be 
handled by local authorities. It is too big for them to cope with. These unions 
are national organizations, and possibly as a last resort the Federal Government 
will have to enact some sort of legislation, which makes arbitration of these 
jurisdictional disputes compulsory. 


Mr. Casey stated that he desired to place some official pamphlets 
and press releases in the record which will show the jurisdictional 
nature of the strikes, of the walking bosses, and the Sailors Union of 
the Pacific, during the past year. He presented a pamphlet dated 
November 4, 1952, entitled “The Independent Foreman.” 

Mr. Casey stated as follows: 

It goes on to state their grievances, and why they formed a new union. It |! 
nothing at all to say about any claims or disputes with the shipping companies 


In fact, I will quote a paragraph here: ‘‘We the members of the Ship and Doct 
Foremen’s Association in Washington Independent are not on strike.’ 


Mr. Casey continued reading as follows: 


We have no picket lines on any installation or against anyone. We are ready ar 


2a 


willing to go to work whenever the maritime trades department of the A. F. of L 
is removed. 

Mr. Casey said the same union issued another pamphlet a short 
time later labeled ‘“The Truth” from which he read as follows: 


Who are the men really responsible for the picket lines that have paralyzed the 
port of Seattle since November 11, 1952? 


Mr. Casey continued: 


And then it lists 18 men, and says that they are responsible for it. And it 
continues to say: Why have these few foremen tied up the Seattle weterfront 
They have placed these picket lines on the docks of Seattle in an attempt to fore’ 
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97 foremen who were formerly members of lo¢al 38-114 back into that union. 
| In other words, these few men are willing to destroy the port of Seettle in order 
to force the majority (over four times their own number) to pay tribute in dues 
to King’ Joe Ryan and his International Longshoreman’s Association, a union 
' which has the most notorious reputation in America for racketeering and gang- 


sterism 


Mr. Casey stated that this was signed by the Independent Dock 
Foremen. 

Mr. Casey submitted a release of June 14, 1953, which was addressed 
as follows: “An Open Letter to the Public.” He stated that this is 
signed by four unions, the Marine Firemen; International Longshore- 
men and Warehousemen; the Marine Engineers; and the Marine 
Cooks and Stewards, Independent. 

Mr. Casey stated as follows: 


It goes on to tell the public and I will quote one paragraph only and the rest 
to go into the record: ‘‘We the undersigned maritime unions are not on strike.’’ 


He continued to quote: 


“As previously stated, our respective members are unemployed by the hundreds, 
ue solely to the stopwork tacties of the Sailors Union of the Pacific. We wish 
to reaffirm—most emphatically—that we respectively are ready, able, and most 
certainly willing, to sail any or all ships, relief or otherwise, to Alaska, or any 
‘ther parts of the world covered by ships under our present contracts.”’ 


Mr. Casey gave other illustrations of misstatements and racketeering 
which he asked be placed in the record. He cited one instance as 
illustrative of jurisdictional warfare. It is a pamphlet labeled ‘$1,500 
Reward.”’ He stated that this pamphlet was sent out by the Inter- 
national Longshoremen’s and Warehousemen’s Union and the National 
Union of Marine Cooks and Stewards. He read as follows: 


$1,500 reward is offered by the National Union of Marine Cooks and Stewards 
and the International Longshoremen’s and Warehousemen’s Union for infor- 
mation leading to the apprehension and arrest of the gunman who shot George 
Kane on June 5, 1952. Kane and four independent witnesses have identified this 
man as Thomas E. Giblin, member of Harry Lundeberg’s SUP and an “‘organizer’’ 
for Lundeberg’s so-called steward’s organization. 

This man has since been found and arrested, and is charged with attempted 
murder. 


Mr. Casey read into the record a resolution, dated June 24, 1952, 
from Local 10 of ILWU. He read as follows: 


Statement of policy, July 9, 1952 


Whereas the Pacific Coast Maritime trade has long been the victim of juris- 
lictional disputes which have resulted in irreparable damage being done to labor 
and management alike; and 

Whereas such jurisdictional disputes have been caused by disregard for the rights 
and privileges of innocents and nonparticipants in such disputes; and 

Whereas the only desire of the undersigned organizations is to retain their 
historical work privileges: Therefore, ir the interest of peaceful and continuous 
shop operations on the Pacific coast, the undersigned 

Kesolve, That they will meet with any segment of labor and management in 
order to achieve the following: 

1. To immediately facilitate the sailing of one or more relief ships to Alaska, 
as required, from the Seattle area, manned by Seattle crews by the traditional 
west-coast pattern of maritime organizations; 

2. Uniform contract termination dates for all maritime unions; 

3. To obtain long-term contracts, insuring continuous operation for maritime 
labor and management; 

4. For all labor unions to respect and to retain all work privileges which have 
been theirs historically and contractually. 
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(Signed) Marine Foremen, Oilers, Watertenders and Wipers, Internation, 
Longshoremen and Warehousemen’s Union, National Union of Marine Cooks anq 
Stewards, Marine Engineers Beneficial Association. 

He read a paragraph from what he called the sailors’ contract, which 
is related to ship’s stores and others. He read as follows: 

The 15-dav cancellation clause remains in the agreement in connection wit} 
scope of work. It is most obvious that the longshoremen will have to be eter. 
nally vigilant to see that no raids are successful against our work, and to see tha; 
no jobs are taken away from longshoremen. Any relaxation in this respect js 
going to prove costly. 

He used this as an illustration of what he called a note of pessimism 
in connection with the settlement. 


James O. Willoughby, port agent, Seattle branch, Marine Cooks ani 
Stewards, A. F. of L. 

Mr. Willoughby stated first, that the pamphlets introduced by Mr 
Casey previously, are a product of the Communist press. He stated 
that his organization was born in 1948 at the height of Communisi 
domination of certain maritime unions. He stated that approxi- 
mately 100 men who dared oppose Communist control of the Nationa! 
Union of Marine Cooks and Stewards were expelled and blackballed 
in the marine and fishing industry on the west coast. He stated fur- 
ther that this purge was successful only by employer and Communist 
official collaboration. He stated further: 

I refer to the Humphries report to the 82d Congress on communism in the trade 
unions. This was the case history of my organization. 

He discussed at length legal proceedings and the consent decree 
handed down by the Ninth Circuit Court of Appeals, all affecting his 
union and the relationships of labor and management, as well as juris- 
dictional difficulties in the Northwest. He stated as follows: 

We do not deem it necessary for new legislation as remedial solutions, but pos- 
sibly some amendments to make the laws enforcible and some regulation that 
the employers who see fit to deal with unions with a reputation of following th: 
Communist Party line be held responsible. 

He stated that the word “jurisdictional” is being used loosely in con- 
nection with these labor disputes because of the fact ‘‘it is communism 
versus anticommunism in the trade-union movement.” He stated as 
follows: 

We further point out that, so long as there exists a vestige of Communist domina- 
tion in waterfront unions and a willingness of the employers to collaborate wit 
these unions, and so long as there exists the will of loyal Americans to resist this 


type of oppression in the trade-union movement, there will be no peace on th 
waterfront and no normal flow of commerce. 


He stated as follows: 


The Marine Cooks and Stewards, AFL, goes on record at this hearing to recom- 
mend and endorse this and any future investigating body, especially those inter- 
ested in removing the cancerous growth of communism in the maritime industr) 


Capt. John M. Fox, president, Inland Boatmen’s Union of the Pacific 


Mr. Fox stated that the Inland Boatmen’s Union of the Pacific is a 
coastwise organization having divisions in San Diego, San Francisco, 
San Pedro, Portland, and Seattle. In addition to being president o/ 
the Inland Boatmen’s Union of the Pacific, Captain Fox stated that he 
is the business manager of local No. 6, Masters, Mates, and Pilots of 
Seattle. He stated that numerically speaking the combined member- 
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ship of his unions are the largest single autonomous union on the 
waterfront. He stated that his organization mans all the ferries on 
Puget Sound and all the self-propelled tenders and tugs in the con- 
struction and towing industry irrespective of where they run. He 
stated that over a thousand of his union’s members are employed in 
the towing industry itself and a very large percentage of the thousands 
are employed on the Alaska run. He stated that his group delivers 
90 percent of all the timber that goes to the plywood plants, the lum- 
ber plants and the pulp plants and only 10 percent of the timber 
delivered to these mills is by rail and by truck. He said he desired 
to point out that there has not been a strike in the towing industry 
in 21 years. He desired to point out that this is a good record and 
that it is very important because in a single mill in these industries 
has storage enough to keep operating for more than 15 days and if 
there were a strike in the towing industry, more people working in 
these mills would be thrown out of employment than there is among 
the entire labor force in the Territory. He stated that he desired 
to point out that during the strike in 1952 when the Sailors’ Union tied 
up the port of Seattle, there was a fleet of tugs and barges that were 
idle and were never pressed into service. He stated ‘“There appears 
to us a deliverate attempt to deemphasize the services that the tug 
and barge has to offer Alaska.’’ Captain Fox stated that in his 
opinion, in discussing the solution to the periodic tieup of the port in 
connection with these transportation services, legislation is not the 
solution to the problem. 


Problem as seen by the Territorial government 

George Sundborg, general manager of the Alaska Development 
Board, which is an official Territorial agency created by the legisla- 
ture and sponsored by tax funds, stated that the assignment given 
this agency by the Territorial legislature is that of stimulating and 
promoting, fostering and developing new industries, locations, and 
business in Alaska. Mr. Sundborg pointed out that years ago Alaska 
depended 100 percent upon shipping by water and that in spite of 
the development of a highway and the airlines, that the economy of 
Alaska is largely still dependent upon water transportation. He 
stated that. probably over 95 percent of the freight that comes to 
Alaska comes by water. He stated that in spite of the suffering that 
is brought about by strikes among the laboring people, and those who 
are thrown out of work, the fact remains that the people of Alaska are 
those who really suffer and who have to pay the increased costs which 
are entailed through carrying larger inventories and taking of business 
losses, etc. He stated that in spite of the monetary losses Alaska 
is suffering because of the work stoppages in another way and that 
is in the fact that it is less attractive for new industries to locate in 
Alaska and the whole development program suffers as a result of the 
bad name that Alaska received due to the stoppages of transportation. 
He illustrated his viewpoint by stating that he had difficulty trying 
to get a pulp company, among others, to interest itself in coming to 
Alaska because of the uncertainty that exists with reference to trans- 
portation. He pointed out that almost everything that is manu- 
factured in Alaska has to be shipped outside. He stated that ‘‘We 
have only about 160,000 people and they are scattered over an enor- 
mous area.” He stated that to Alaska, shipping is really an essential 
thing. He said, ‘Without it, we cannot exist.”’ 
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Mr. Sundborg pointed. out thatthe Jones, Act has worked a rea) 
hardship on Alaska. He stated: 


But there is a special section of the Jones Act, section 27, which applies only ty 
Alaska and that Alaska is mentioned by name in that section. 


He stated: 


We are not enabled under that provision of the United States law to make jo 


of one method of shipment which is available to every other area under tho 
American flag. 


Chairman Dolliver asked Mr. Sundborg if he would like to elaborate 
on that statement. He stated as follows: 


In other words, it is possible to ship from certain places in the Eastern States 
across the line over Canadian railroads to Vancouver, and to put the goods 
eventually on a ship, a Canadian ship, at Vancouver, and bring it to Seattle o; 
wherever the destination may be, but the special words have been written into the 
act saying this may apply everywhere except to Alaska. 


He discussed at some length the advantage of shipping merchandise 
by rail to Prince Rupert from points in the United States and reship- 
ping by Canadian ships to Alaska. However, such shipments are 
prohibited by section 27 of the Jones Act. He pointed out the fact 
that Alaska business people cannot understand the reasons for the 
tieups that have occurred at Seattle. He stated that— 


We are the innocent victims of something over which we have absolutely no 
control, and which really comes from another area. 


Letter by Governor Gruening to Chairman Dolliver dated April 7, 1953 
Chairman Dolliver stated: 


I should like to read into the record a letter received by me from Ernest Gruen- 
ing, lately Governor of Alaska, and I am reading this into the record rather tha: 
inserting it merely because I think it has some interest for vou who are here today 
as auditors of this hearing: 

Dear Mr. Do.tiver: I have been informed by Governor-designate B. Frank 
Heintzleman of hearings scheduled for April 8, 9, and 10 in Seattle incident 
to the Interstate and Foreign Commerce Committee’s study of the causes of 
interruptions in the free flow of commerce through the port of Seattle and its 
environs. Mr. Heintzleman referred his notification of such hearings to me wit 
the request that I submit a statement for the record. 

The subject is of the utmost importance to Alaska, and I am pleased to lear: 
of the committee’s undertaking such a study with a view to remedial action 

My own observations of the problem cover a period of nearly 20 years, in the 
course of which I have become increasingly aware of the injustice and hardship 
worked on Alaska by a frequently recurring situation not of its making bu 
which periodically victimizes every Alaskan. Oftentimes these shipping inter- 
ruptions occur over relatively trifling matters which involve directly only a handful! 
of disputants, but indirectly 150,000 Alaskans and to a degree the defenses of 
150 million Americans. Stoppages attributable to trifling issues, and particular 
jurisdictional stoppages, may in their effect on Alaska be likened to a pugilist 
encounter wherein the disputants gang up on a spectator and together beat hi 
into submission by way of venting their feelings on one another. 

Alaska is an economic island, separated from Seattle by 750 miles of water a 
Ketchikan, its nearest port of call, and 2,500 miles of water at Nome, its farthes 
principal port of call. Maritime transportation is in fact Alaska’s lifeline. 

Most of those who will appear or present statements have intimate knowledg 
of the effects of interruptions and dislocations in customary means of transporta- 
tion and travel. Within the continental United States when ships, trains, trucks 
or airplanes are halted the remainder of the transportation network is sufficiently 
developed and diversified to make possible normal commercial intercourse by 
means of readjustments in channels or facilities used. Alaska, however, has no 
adequate alternative to marine transportation for the supplies and materials 
essential to its economic life, to maintain the Military Establishment so vital to 
the security of our Nation, to feed and clothe her people. 
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\Jaska is remote and isolated from its main sources of supply and from the 
markets for its products. Its commerce is highly seasonal and unbalanced with 
heavy northbound traffic early in the year and heavy southbound traffic late in 
the year Without offsetting backhauls. Consequently water transportation is the 
nly feasible mode of carrying the bulk of our commerce. The airlines, of course, 
ow handle @ major portion of the passenger traffic and air freight is growing, but 
igh cost, relatively low volume, and limited types of cargo which can be handled 
makes air freight largely an emergency means of supply. Many millions of dollars 
have been spent since World War II on the expansion and improvement of Alaska’s 
land-transportation network, but the Alaska Railroad and the Alaska highway 
eystem are essentially land extensions of the maritime routes, linking west coast 
ports with inland cities and towns of the Te rritory through the ports of Seward, 
Wi ittier, Valdez, and Haines. The existing highway link through the northern 

lderness of Canada is primarily of emergency value as the movement of civilian 
freight by truck is at present costly and uncertain 
Alaska’s maritime lifeline is a chain with many links stretching from the 
pliers, through the ports of the Pacific Northwest, and from post to port 
Alaska until an entire cargo has reached its several destinations. A delay or 
disruption of service at any point in this chain is not an isolated local incident, 
but has an adverse impact upon the entire system 

The extreme seasonal character of Alaska’s commerce has already been men- 
tioned. In Alaska, therefore, an interruption in maritime service can be much 

re than an annoying temporary suspension of economic and business activities 
\ few weeks stoppage of the flow of commerce during the months prior to and 

g the feverish summer activity can and frequently has meant the loss of an 
entire year to Alaskan enterprises, concomitant financial loss, and delay in the 
ruction of vital defense installations 
he continued free flow of commerce through the Pacific Northwest ports to 
ska, therefore, isan absolute necessity for the orderly operation of our economy 
cause of the lack of adequate alternative service, the cumulative effect of work 
pages, and the highly seasonal nature of Alaskan business, this service must 
not suffer interruptions 

While we say Alaska’s maritime service must not be interrupted, it is interrupted 

epeatedly Natural obstacles to an uninterrupted service, serious though they 
be, are as nothing when compared with the manmade obstacles to an uninter- 
rupted and reliable service—work stoppages due to labor-management disputes 
and slowdowns on the job. 

In the course of its investigations, this committee will be piec ing together a 
complete chronology and a series of case histories of the interruptions to maritime 
transportation, which chronology I wilt not undertake to review. I would like 

0 off r, however, a few comments on the effect of these interruptions. The usual 
statistics on work stop pages and work< lays lost are measured from the day work 
fficially ceases until an agreement is reached on the basis for its resumption. 
rhis tells onlv a small part of the story of lost time from the standpoint of the 
users of the service. I have already touched upon the effects of the timing of 
the stoppage upon the total year’s activities in Alaska and although a precise 

atistical Measurement of this loss would require considerable research and 
in vestigation, I feel that its importance would justify such an undertaking 

There are other factors which add to the total loss to Alaskans beyond the 
actual days of service suspension. If a stoppage is anticipated, an embargo on 
Alaska-bound freight often becomes effective before the official work stop date. 
On the other end of such a period, there are the usual delays necessary to resurmnp- 
tion of commerce, the hiring and assigning of crews, getting up steam, loading 
and reshuffling cargo, etc. In addition, after a prolonged stoppage there are 
the delays of bringing in the backlog of Alaska-bound shipments from various 
parts of the country to Seattle and the drop in labor productivity due to the 
congestion of cargo handling facilities at Seattle and Alaskan ports Again, 
collecting the facts in this respect would take considerable investigation, but 
would be justified toward getting the full picture. 

y hile this committee is concerned specifices.lly with the causes of interruptions 

: free flow of commerce from the port of Sez.ttle and its environs, it would be 

iste. ke to restrict its investigations only to this area. I have elree.dy indiceted 
he cheinlike neture of the service to Aleska. Interruptions end dels.ys in service 
t Alasken ports, therefore, ere actually interruptions in the free flow of commerce 


2 


sup 





from the port of Seettle just as much eas those interruptions originating within the 
port of Seettle and its environs. The causes of these hindrsnces to commerce 
which originete in Aleskan ports should likewise be investigated 
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In the carrying out of these suggested supplemental investigations, the sery 
of appropriate offices of the Territorial government and Alaska chambers of eo, 
merce should be utilized in assisting this committee. 

Among remedies suggested from time to time is that of special legislatio 
prevent stoppage of maritime transportation while labor-management d 
are being negotiated. 

Such @ measure, S. 225, is now before the Congress. It is entitled ‘A b 
amend the Labor Mrnagement Reletions Act, 1947, so as to prevent interrupt 
to ocean transportetion service between the United States and its Territories 
possessions es 2 result of labor disputes.” 

While S. 225 may be « step in the right direction, it does not go far eno 
Its pertinent omission is its failure to include jurisdictions! disputes and 
stoppages, which have for Alaska, oftentimes caused the reel damage. A re: 
meegsure for Alaska, should include by specific mention such work stoppages 
the scope of the Taft-Hartley Act 

Sincerely yours, 
ERNEST GRUENING, Govern 


fy 
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ARMY BUDGET JUSTIFICATIONS FOR PROCUREMENT OF 
OVERCOATS 


Marcu 31, 1954.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 


Mr. Horrman of Michigan, from the Committee on Government 
Operations, submitted the following 


TWELFTH INTERMEDIATE REPORT 
SUBMITTED BY THE SUBCOMMITTEE ON MILITARY OPERATIONS 


On March 31, 1954, the Committee on Government Operations had 
before it for consideration the report of its subcommittee studying 
Army Budget Justifications for Procurement of Overcoats. 

After full consideration of the report as submitted by the subcom- 
mittee, upon motion made and seconded, the report was unanimously 
approved and adopted as the report of the full committee. The 
chairman was directed to transmit a copy to the Speaker of the House. 


INTRODUCTION 


In 1953, the subcommittee held hearings involving a $45 million 
hasty and needless procurement of an ill-considered, new-type over- 
coat, with leggings. The contracts for this procurement were awarded 
on the last day of fiscal year 1946, when the Army had a 5-year supply 
of the World War II overcoat on hand.' 

The subcommittee developed at the 1953 hearings in this case 
that at the very time the Army was undertaking this $45 million 
procurement, Army representatives were appearing before Congress 
for an appropriation for fiscal year 1947, asking for an additional 
$29.5 million for this new-type overcoat and giving as their reason 
short supply of the World War II overcoat, but not advising Congress 
of the $45 million procurement which was in process and being pro- 
vided for from a World War II revolving fund which would have 
reverted to the Treasury had it not been used when it was. According 


! The facts with respect to this Army purchase of specially designed overcoats are summarized in the 
Fifth Intermediate Report of the Committee on Government Operations, U. 8. House of Representatives, 
83d Cong., Ist sess., H. Rept. No, 1051, Study of Business Operations in the Defense Establishments 
(Procurement). 

The hearings of April 21 and June 8, 1953, entitled “Army Purchase of Specially Designed Overcoats,”’ 
are available in printed form. 

1 
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to the record of the fiscal year 1947 appropriations subcommitte 
hearings, the Army did not advise Congress of its intended $45 million 
procurement at the time it asked for the additional $29.5 millioy 
despite the fact that Under Secretary of War Royall had conditioneg 
his approval of the $45 million procurement upon the Army’s firs; 
obtaining Congressional sanction. 

At the subcommittee hearings on this overcoat procurement, Army 

officials explained that an erroneous determination in antic ipated re. 
turns to stock of the World War II type overcoat, plus the failure to 
materialize of anticipated programs, such as compulsory military 
training, was responsible for their being so much in error on the 
anticipated requirements in 1946. They stated, however, that by 
the following year (1947), when surprisingly large numbers (1,805,204 
as of June 30, 1947) of World War II overcoats were returned to 
central-depot stock, it was determined that the new-type overcoat 
would not be needed nor issued as planned, and that no further pro- 
curements of a model similar to this new-type coat were made until 
early 1951, except for a small experimental purchase in 1948. 

In its report on the case,’ the subcommittee requested— 
that the Army furnish a report as to what use was made of the $29,649,000 ob- 
tained in 1947 appropriations for the procurement of overcoats, which money 
was not used for that purpose. It is possible that these funds were returned t 
the Treasury or their use sanctioned for other purposes, but the subcommittee 
has been unable to elicit from the Army that this was the case. This informa- 
tion is desired not only to establish the proper disposition of this very substan- 
tial sum, but to test the adequacy of congressional appropriation procedures and 
to determine whether the Army’s accounting system can provide an accurat: 
accounting for specific appropriations. If this amount of money, once justified 
and appropriated for a particular purpose, can be spent by the Army for ar 
purposes it sees fit, corrective action should be taken at once. This report is 
desired forthwith. 

By letter dated November 6, 1953, the Department of the Army, in 
substance, advised that it could not determine from its records how 
the $29.5 million was spent, as the appropriation for ‘Clothing and 
equipage’’ was received in a lump sum and the particular amount 
justified for overcoats was not identifiable. It was indicated, how- 
ever, that this amount was not returned to the Treasury.® 

The results of invesgitation by the subcommittee in an attempt t 
provide answers to the request set forth in the above-mentioned 
report, developed the following facts. By a subcommittee hearing in 
executive session on February. 24, 1954, Army officials confirmed the 
figures and statistical data set forth in this report. The hearing. 
however, will be published to complete the record. 


SUMMARY OF FACTS 


It has been determined that the $29.5 million justified for overcoat 
procurements in the 1947 fiscal year appropriations was neither used 
for overcoats nor returned to the Treasury. 

It has also been determined that the Army came before the Congress 
in fiscal year 1948 budget requests and again included a justification 
of $22,570,660 for this same type overcoat. It appears that about 95 
percent of this appropriation was granted, but was not used for over- 





3 See Fifth Intermediate Report of the Committee on Government Operations, U. 8. House of Repre 
sentatives, 83d Cong., Ist sess., H. Rept. No. 1051, Study of Business Operations in the Defense Establish 
ments (Procurement), par. 12 (b), p. 27. 

* The letter of November 6, 1953, is set forth as exhibit I of this report. 
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coats and very little was returned to the Treasury. There could be 
no miscalculation at this time for it has been admitted that a deter- 
mination had already been made that the Army had several years’ 
supply of overcoats on hand. rie 

The Army again came before Congress with its fiscal year 1949 
budget, requesting and justifying the need for $29,412,069 for these 
overcoats. They received an appropriation based, in part, on this 
justification. That year the Army spent $86,880 for such overcoats. 

In fiseal year 1950 the Army came before Congress and submitted 
a justification for $22.5 million to procure 546,343 overcoats of this 
type. They received an appropriation based, in part, on this justifi- 
cation, but no such coats were procured. 

In short, in 4 successive years (fiscal years 1947, 1948, 1949, and 
1950), the Army came before Congress requesting approximately $103 
million for overcoats which it did not need and did not buy. 

From fiscal 1951 through 1953 the Army procured 3,806,504 of a 
revised model of this new-type cvercoat at a cost of approximately 
$101 million. The Korean emergency, blanket mobilization appro- 
priations, and large transfers of funds incidental to the installation of 
an Army stock fund in which clothing and equipage were included 
(July 1, 1951), make it impossible to trace a pattern of justification 
and appropriation for coats during this period. 


ORSERVATIONS, CONCLUSIONS AND RECOMMENDATIONS 
’ 


The subcommittee concludes that in fiscal years 1947, 1948, 1949, 
and 1950 there was absolutely no excuse for the Department of the 
Army to justify its budget by including requirements for purchasing 


the particular field-type overcoats discussed in this report. Over the 
4 years these requests amounted to slightly more than $100 million. 
These overcoats were neither needed nor purchased. Such a disregard 
for the tax dollar is inexcusable. 

It should be noted that congressional appropriations are made on 
a lump-sum basis under general classifications, although justifications 
presented to Congress in support of requested funds list the specific 
items allegedly required, in specific quantities with the estimated costs. 
Thus, in the Army’s various budget justifications for fiscal years 1947 
through 1950, overcoats were listed under the subheading ‘‘Clothing,”’ 
which subheading, with various other subheadings, was listed under 
the general classification ‘Quartermaster, clothing and equipage.”’ 
Congress, after reviewing with Army personnel at hearings the budget 
justifications for ‘‘Clothing and equipage,”’ both with respect to overall 
funds requested and the specific items therein, appropriated one sum 
for “Clothing and equipage.”’ 

It must also be noted that the various agencies of the Army are 
authorized to use their discretion in expending funds within an 
appropriation. It is obvious that some flexibility must be allowed 
for efficient operation. However, reasonable operating elasticity 
appears to have been unduly stretched. 

There is a critical necessity for an accounting system within the 
military departments which will reflect more readily whether appro- 
priated funds are being spent in accordance with plans presented to 
and approved by the Congress. 

_ The subcommittee recognizes and emphasizes that the findings of 
investigation are based on records for the period between the end of 
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World War II and the beginning of the Korean conflict. The sy}. 
committee is gratified to learn that the Army is installing a ney 
financial property accounting system which should provide a potentig| 
for more accurate computation of requirements as the result of mor 
complete supply and demand data made available from posts, camps, 
and stations. In spite of this new development, the subcommittee j 
so disturbed by the findings set forth in this report, which may evey 
reflect a current deficiency, that it makes the following recommends. 
tions: 

General Accounting Office 


It is recommended that the Comptroller General study and report 
to the subcommittee on the adequacy of the Department of the Army 
accounting system to provide accurate information in order to relate 
expenditures of appropriations to the justifications and plans as 
submitted to and approved by the Congress. 

It is also recommended that the Comptroller General report on the 
adequacy of the means available to the General Accounting Office in 
its auditing functions to relate expenditures to appropriations in order 
that the condition revealed by this investigation might not recur. 


Department of Defense 


The Comptroller of the Department of Defense is requested to 
study and report to the subcommittee on the adequacy of the Army 
accounting, budgetary, and requirements review processes, for mini- 
mizing the recurrence of the situation developed in this report. 


A subcommittee observation 


Subsequent to this subcommittee’s hearings in 1953, revealing the 
ill-advised procurement in 1946 of 1,262,000 new field-type overcoats 
with leggings at a cost of $45,000,000, the Department of the Army 
officials appeared before a House Appropriations subcommittee to 
justify its request for appropriations for fiscal year 1954. On this 
occasion, Army officials continued to rationalize the 1946 overcoat 
procurement as a normal and sound procurement; moreover, the 
Army representatives indicated that the decision to procure these 
overcoats had been made with the full knowledge and consent of 
Congress. 

The subcommittee is deeply concerned that the Department of the 
Army has failed to describe adequately to the House Appropriations 
Subcommittee the Military Operations Subcommittee’s findings with 
respect to the overcoat procurement.‘ 


FINDINGS 


The record of the 1946 procurement of 1,262,000 new-type over- 
coats (field overcoats, olive drab, with removable liner), costing ap- 
proximately $45 million and financed with replacement funds, is set 
forth in the Fifth Intermediate Report of the Committee on Govern- 
ment Operations. 

The restriction by the Under Secretary of War that the Army 
obtain congressional sanction before making this procurement is set 


‘ The testimony of Army representatives and the statements included in the record appear on p. 269 ff. 
of the printed hearings of the Armed Services Subcommittee, Appropriations Committee, U. 8. House of 
Representatives, 83d Cong., Ist sess., entitled ‘‘Department of the Army appropriations for 1954.” 

The Military Operations Subcommittee’s findings are included in the Fifth Intermediate Report of the 
Committee on Government Operations, U. 8. House of Representatives, 83d Cong., Ist sess., H. Rept 
No. 1051, Study of Business Operations in the Defense Establishments (Procurement). 
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forth in a letter dated May 1, 1946, from the Office of the Under 
Secretary to the Director, Budget Division, War Department General 
Staff, and appears on page 98 of the printed hearings of this subeom- 
mittee covering the Army’ s purchase of these overcoats. However, 
the Army has “produced no evidence that Congress was advised of 
this procurement. 

A summary of deliveries from procurement of the World War II 
yvercoats (overcoat, wool, olive drab, 32-ounce) for the years 1940 to 
1946, inclusive, is set forth as follows: 

Period Quantity 
July 1—Dec. 31, 1940__- a = 634, 000 
1941 : ; , 071, 000 
1942_. . 5, 857, 000 
eas a 5, 025, 000 
1944 ato 538, 000 
1945 080, 000 
1946 583, 199 


Total _ -_. 16, 788, 199 


A summary of the stock on hand of the World War II wool over- 
coats at Army central supply depots, exclusive of posts, camps, and 
stations, as of December 31 each year, between 1942 and 1950, is also 
set forth for comparison purposes.® 

Date 
Cuantity | Dec. 31—Continued Quantity 
2, 559, 000 | 1947 1, 455, 305 
3, 121, 000 | 1948 bb se Lahr Se 
708, 000 1, 220, 074 
337, 351 . 596, 410 
1, 416, 158 


There is also being set forth a list of the procurements of the new- 
type coat (overcoat, field, olive drab, with removable liner) between 
June 29, 1946, and the end of fiscal year 1950: 

Approximate date Quantity 


June 29, 1946._.....-.-- — , 262, 000 
Sept. 1948 6, 000 


A summary of the stock position of the new-type coat in central 
Army storage depots as of December 31 of each year from 1947 to 
1950, inelusive, is also set forth: 

Date 
Dec. 31 
1947 
1948_ 
1949_ 
1950_ 


1 Includes 374,000 allocated to the Air Force. 
2 374,000 reallocated to Army stock in December 1950. 


FISCAL YEAR 1947 (JULY 1, 1946-JUNE 30, 1947) 


Budget justifications 
During 1946, the Army Quartermaster Corps presented to Congres- 
sional Appropriations Committees a budget justification for a re- 


‘The stock on hand at posts, camps, and stations and issued to er = sted personnel, which is not obtain- 
able from Army records, is estimated at several million during the + 1d of World War II to well over a 
mill ion during the years 1947 through 1950, which was 6 months ater ‘th e Korean conflict began. These 

stimates should be added to the figures listed. 


H. Rept. 1459, 83-2—-——2 
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quested appropriation of $153,325,000 to be spent during fiscal yea; 
1947 for ‘Clothing and equipage.”’ ® 

Included in the “Clothing and equipage”’ justification was a request 
for $29,629,972 for the procurement of 898,484 new-type overcoats 
The Army indicated that the new-type overcoats were needed hp. 
cause of the short supply of World War II overcoats. 

On May 15, 1946, Gen. Herman Feldman’ supplied for the record. 
in answer to a request from Congressman Engel for an inventory of 
clothing “‘on hand now,” the information that the Army had on hand 
572,750 old-style wool overcoats (p. 303). The same day, Congress. 
man Kerr, chairman of the subcommittee questioned General Feldman 
about the current Army inventory as follows: 

Mr. Kerr. Have all stocks currently in Army hands, both in the United States 
and overseas, been carefully considered in the computation of these requirements? 

General FELDMAN. Yes, sir. The stocks in Army hands have been carefully 
considered in this computation and with particular reference to overseas stocks. 
and the return of those items required in our supply channels to meet the demand 
has been requested (p. 293). 

Apparently, no mention was made of the intended procurement of 
1,262,000 overcoats from a World War II replacing fund. 

In hearings before the Military Operations Subcommittee in 1953 
with reference to the procurement of 1,262,000 overcoats from a 
World War II replacing fund, Army representatives stated that while 
the inventory statement reflecting 572,750 overcoats as of May 15, 
1946, did not include stocks at posts, camps, and stations, the supply 
and demand studies made relative to the request for funds to procure 
this new overcoat gave consideration to the authorized stock levels 
of posts, camps, and stations. However, apparently no check of 
actual stock levels was made, as indicated by the following testimony: 

Mr. LantarFr. I am asking you whether you didn’t go through G—4 to determine 
the exact number of overcoats on hand at posts, camps, and stations, prior to the 


requisition of a new item which was a substitute? 
General FELDMAN. We just did not go through (p. 64). 


Army central depot records received in evidence by the Military 
Operations Subcommittee in 1953 indicated 516,517 overcoats on hand 
as of March 31, 1946, and 1,332,501 overcoats on hand as of June 30, 
1946, reflecting a net increase of 815,984 overcoats in central depot 
stocks. However, in the middle of this last quarter of 1946, the Army 
reported to the House Appropriations Subcommittee an inventory 
of only 572,750 overcoats on hand as of May 15, 1946. 

On June 30, 1946, while 1,332,501 standard wool overcoats were in 
central depot stécks, the Army awarded a contract for 1,262,000 new- 
type overcoats. Moreover, Army representatives acknowledged be- 
fore the Military Operations Subcommittee in 1953 that by conserva- 
tive estimate there were 1,500,000 additional overcoats in posts, camps, 
and stations at this time. Thus, on June 30, 1946, the Army had 
nearly 4 million overcoats on hand or on order. 

Budget justifications for fiscal year 1947 appropriations were based 
upon an estimated peacetime Army of 1,279,000 men. In spite of 
the approximately 4,000,000 overcoats on hand and/or on order at 


* The testimony concerning this overcoat procurement justification may be found on p, 300 et seq. of the 
printed hearings of the Armed Services Subcommittee of the House Appropriations Committee on the 
Army’s 1947 appropriation bill. , 

’ General Feldman, now retired, was Chief of the Supplies Division, Office of the Quartermaster Ger ral, 
from 1946 through 1948 
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the end of fiscal year 1946, the Army requested $29,649,972 for the 
procurement of 898,484 additional overcoats. 


Appropriations 

Although the Army had requested $153,325,000 to be spent for 
“Clothing and equipage”’ during fiscal year 1947, the Congress reduced 
this amount by $575,000 and appropriated $152,750,000 for this 
classification, or 99.6 percent of the amount requested. 
Erpenditures 

The Army bought no overcoats with any part of the funds appro- 
priated for “Clothing and equipage”’ in the fiscal year 1947 appropria- 
tion. 
Unerpended balances returned to Treasury 


Of the amount appropriated by Congress for all ‘Clothing and 
equipage”’ for fiscal year 1947, the Army reportedly returned $1,900,000 
to the Treasury. 


FISCAL YEAR 1948 (JULY 1, 1947-JUNE 80, 1948) 


Budget just’ fications 

During 1947, representatives of the Army Quartermaster Corps 
presented to congressional Appropriations Committees a budget 
justification. for a requested appropriation of $163,280,000 to be 
spent during fiscal year 1948 for “Clothing and equipage.”’ ® 

Included in the ‘“‘Clothing and equipage”’ justification was a request 
for $22,570,660 for the procurement of 521,142 new-type overcoats. 

The only specific reference to the overcoats is the following extract 
from the hearings on February 27, 1947, before the House Appro- 
priations Subcommittee: 


Mr. Enceu. You also have a provision here for 521,142 overcoats. 

General FeLpMAN. If you will allow me to repeat what I said a short while 
ago, I can show you so far as our methods of purchase are concerned that they 
are definitely based on allowances. 

General Larkin. There is another factor involved in this in connection with 
the number of sizes. 

Mr. Encrev. You have a supply on hand now and, when once you have a supply 
of various sizes, then you are faced with the replacement of those. 

General FELDMAN. That is correct; and that is what we are doing. 

General Larkin. We still have the various sizes, which will increase the 
numbers. 

Mr. Enceu. That is true, but you have a supply now to meet all sizes, and 
this is for replacement. 

General Larkin. No, sir. That is not entirely correct. General Dever called 
me up on Saturday saying that they were having some trouble in connection with 
small sizes. We are not able to meet that demand right now. 


Army representatives testified before the Military Operations 
Subcommittee in 1953 that none of the new overcoats were issued 
until the latter part of 1950. 

The Military Operations Subcommittee received in evidence Army 
central depot records which indicated that on February 27, 1947, 
the date of the hearings before the House Appropriations Subcom- 
mittee, there were on hand in depots approximately 1,600,000 old- 
style wool overcoats and 63,000 new-type overcoats. In addition, a 


§ The testimony concerning this overcoat procurement justification may be found on p. 396 of the printed 
hearings of the Armed Services Subcommittee of the House Appropriations Committee on the Army’s 
1948 appropriation bill. 
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balance of 1,200,000 new-type overcoats ordered in 1946 had not ye 
been delivered. Moreover, Army representatives acknowledged bef fore 
the Military Operations Subcommittee in 1953 that, by conservatiys 
estimate, there were probably more than a million overcoats on hay, 
in camps, posts, and stations at this time. Thus, on February 2, 
1947, the Army had nearly 4,000,000 overcoats on ‘hand or on order 

Budget justific ations for fiscal year 1948 appropriations were base, 
upon an average military strength of 1,070,000 men. In spite of the 
approximately 4,000,000 overcoats on hand and/or on opeies, the 
Army was requesting $22,570,660 for the procurement of 521,14 
overcoats. 


Appropriations 


Although the Army had requested $163,280,000 to be spent for 
“Clothing and equipage”’ during fiscal year 1948, the Congress reduced 
this amount $9,247,100 and appropriated $154 032,900 for this 
classification, or 94.3 percent of the amount requested. 


Expenditures 


During June of 1948, the last month of the fiscal year, the Army 
awarded cut-make- trim contracts for 207,000 old- style wool over- 
coats at a cost of approximately $1,614,600. The Military Opera- 
tions Subcommittee received testimony that the coats were™made 
over from cloth left from World War IT supplies, and that these coats 
were needed to fill in certain sizes of the old-style coat which were in 
short supply. 


Unexpended balances returned to Treasury 


Of the amount appropriated by Congress for all ‘Clothing and 
equipage”’ for fiscal year 1948, the Army reportedly returned $4,295,- 
000 to the Treasury. 


FISCAL YEAR 1949 (JULY 1, 1948-JUNE 30, 1949) 


Budget justifications 


During 1948, representatives of the Army Quartermaster Corps 
presented to congressional Appropriations Committees a budget jus- 
tification for a requested appropriation of $267, 039, 000 to be spent 
during fiscal year 1949 for “Clothing and equipage.’ 

Included in the “Clothing and equipage’’ justification was a request 
for $29,412,069 for the procurement of 762,959 new-type overcoats 

The Military Operations Subcommittee received in evidence Arm) 
central depot records, which indicated that at the time the Army 
appeared before the Appropriations Committees in the spring of 1948 
the Army had approximately 1,200,000 new-type overcoats and 1 ,000.- 
000 old-style wool overcoats in central depots, excluding stocks in 
posts, camps, and stations. Thus, it can be estimated that the Army 
had on hand approximately 3,000,000 overcoats at this time, including 
stocks in posts, camps and stations. 

Budget justifications for fiscal year 1949 appropriations were based 
upon an average military strength of 695,000 men. The Army was 
requesting $29,412,069 for the procurement of 762,959 overcoats even 
though there were approximately 3,000,000 overcoats on hand (over 
4 overcoats per man). No new-type overcoats had been procured 
since the original procurement of 1,262,000 in 1946. Very few new- 
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type overcoats delivered under these contracts had ever been issued to 
troops except for research and development testing. However, 374,- 
000 of the new-type overcoats had been temporarily allocated to the 
Air Force. As a matter of fact, the new-type overcoat was still being 
tested, and the possibility of quite extensive modification was under 
discussion because of serious questions which had been raised as to 
its practicability as equipment for combat or field use. 


A ppropriations 

Although the Army had requested $267,039,000 to be spent for 
“Clothing and equipage”’ during fiscal year 1949, the Congress re- 
duced this amount to $210,000,000 for this classification. However, 
the Congress authorized the Secretary of the Army to enter into con- 
tracts during fiscal year 1949 in an amount not to exceed $25,000,000.° 

Thus, although the Congress made a net reduction of $32,039,000, 
the appropriation and authorization aggregating $235,000,000 repre- 
sented 88 percent of the total amount requested by the Army for 
“Clothing and equipage.” 


Expenditures 

During fiscal year 1949 (September 1948) the Army procured 6,000 
new-type overcoats at a cost of $86,880. 

In addition, probably to balance its stock in sizes, the Army again 
procured 384,000 old-style wool overcoats, although no funds to pro- 
cure these overcoats had been requested from Congress. Cut, make, 
and trim contracts for these overcoats cost approximately $2,479,300. 


These coats apparently were made from stocks of material left over 
from World War II. 


Unexrpended balances 


Of the amount appropriated by Congress for all “Clothing and 
equipage” for fiscal year 1949, the Army reportedly transferred 
$5,000,000 to the Army stock fund. 

There is no indication that any other funds appropriated for ‘‘Cloth- 
ing and equipage”’ for fiscal year 1949 were returned to the Treasury. 


FISCAL- YEAR 1950 (JULY 1, 1949-JUNE 30, 1950) 


Budget justifications 

During 1949, representatives of the Army Quartermaster Corps 
presented to congressional Appropriations Committees a budget justi- 
fication for a requested appropriation of $182,533,000 to be spent dur- 
ing fiscal year 1950 for “Clothing and equipage.”’ 

Included in the ‘‘Clothing and equipage”’ justification was a request 
for $22,563,966 for the procurement of 546,342 new-type overcoats. 

The Military Operations Subcommittee in 1953 received in evidence 
Army central depot records which indicated that at the time the 
Army appeared before the Appropriations Committees in the spring 
of 1949 the Army had approximately 1,200,000 of the old-style wool 
overcoats and 800,000 of the new-type overcoats © in central depots, 
excluding stocks in posts, camps, and stations. Thus, it can be esti- 
mated that the Army had on hand well over 2,000,000 overcoats at 


* Congress anprensintes $25 million in the Army’s fiscal year 1950 appropriation to liquidate these obliga- 
tions authorized in the fiscal 1949 appropriation 

1° A bout 374,000 of the new-type overcoats were still allocated to the Air Force, although none of these had 
been issued to Air Force personnel. 
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this time, if stocks which must have been on hand at posts, camps 
and stations are taken into account. 

Budget justifications for fiscal year 1950 appropriations were based 
upon an average military strength of 667,000 men. 

On March 9, 1949, representatives of the Army Quartermaste; 
Corps testified as follows before the Armed Services Subcommitte, 
of the House Appropriations Committee concerning the Army’s 
budget justification for the procurement of overcoats during fisc 
year 1950: 


ul 


Mr. Srxes. You are buying 550,000 [overcoats] this year. 

Colonel Baker. 546,347. 

Mr. Sixes. 546,000 for 667,000 men. That would be more than a year’s 
requirements, according to your statement of 2 years’ service for the overcoat. 

General FeLtpMan. This garment is a new garment displacing ultimately the 
present-type overcoat. This garment is in field test at the present time. | 
might give you a little history of what transpired a year ago, which, I believe, 
developed out of this trouble. This trench coat was developed over a year ago 
and unfortunately was announced as a standard item and we actually got into 
procurement and, because of that announcement, a great number of hoarded 
supplies in the field were returned to our supply channels, so we immediatel) 
froze this coat. We had enough stock of the old-type coat in our warehouses at 
that time to supply through this coming year, and we only bought enough of the 
old coats this current year to fill in sizes. This new coat at the moment is in 
field-test status, and, if we did not buy this coat, we would have to buy the old- 
type coat again. 

These statements made on March 9, 1949, should be compared 
with the following facts adduced in hearings before the Military 
Operations Subcommittee: 

1. The new-type overcoat, hastily developed with leggings attached, 
was first procured in 1946. Contracts for the procurement of 1,262,000 
such overcoats at a cost of approximately $45,000,000 were awarded 
during June of 1946. 

2. Prior to the hearings before the Appropriations Subcommittee, 
the only additional procurements of new-type coats had been the 
ulate small procurement of 6,000 overcoats in September 1948 
at a cost of $86,880. 

3. The great bulk of old-style wool overcoats were returned from 
field installations to Army depots during 1946 and 1947. 

4. Subsequent to initial procurements of the new coat, the Army did 
decide to modify its design, but no modification directive had been 
issued as of March 9, 1949, the date of the Appropriations Subcom- 
mittee hearings. The Army did not issue a modification directive 
until April 1950 and did not receive shipments of this modified coat 
until August of 1950. 


Appropriations 

Although the Army had requested $182,533,000 to be spent for 
“Clothing and equipage” during fiscal year 1950, the Congress reduced 
this amount to $150,097,252. The total effective appropriation was 
82.2 percent of the total amount requested by the Army for “Clothing 
and equipage.”’ 
Expenditures 

During fiscal year 1950, the Army procured no overcoats of any 
type. 
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Unexpended balances 

Of the amount appropriated by Congress for all “Clothing and 
equipage” for fiscal year 1950, a subsequent statute transferred 
¢12.000,000 to the “Pay of the Army” account, and the Army reports 
that $29,000,000 was transferred to the Army stock fund. 

There is no indication that any other funds appropriated for 
“Clothing and equipage’’ for fiscal year 1950 were returned to the 
Treasury. 


FISCAL YEARS 1951, 1952, ANP 1953 (JULY 1, 1950-JUNE 30, 1953) 


Budget justifications, appropriations, and expenditures 

During these critical years after the outbreak of hostilities in Korea 
on June 25, 1950, the emergency of the mobilization program destroyed 
any relationship between the amounts of the funds justified to the 
Congress by the Army for the procurement of these new-type overcoats 
and the actual number of overcoats procured. In fact, most of the 
appropriations to the Army during this period were supplementary 
appropriations justified to Congress only in broad general terms. 
Adequacy of overcoat inventories 

However, this same military emergency did provide concrete evi- 
dence that there were adequate supplies of the old-type wool overcoat 
and the new-type overcoats in Army central depots to meet the first 
winter’s demands in Korea. 

No overcoats of either type were issued from central depot stocks 
(except for testing) until September 17, 1950, when 28,413 new-type 
overcoats were lifted from the port of Seattle, destined for Japan. 
During the latter part of 1950, a total of 343,118 new-type overcoats 
were shipped to Korea and Japan, and during early 1951 an additional 
5,827 were shipped to the same theater. These shipments, aggregating 
349,118 overcoats, came from the 1946 procurement of 1,262,000 
new-type overcoats, and embraced 303,488 unmodified overcoats and 
45,630 modified overcoats. 

In addition, 39,104 of the old-style wool overcoats were shipped to 
Japan and Korea from July 1950 through April 1951. 

As of December 30, 1950, 6 months after the Korean action had 
begun and after provision had been made to clothe all troops for winter 
action, there still remained in Army central depot stocks 723,833 of the 
new-type overcoat and 596,410 of the old-style wool overcoats. 


Procurements of new-type overcoats 

During 1951 the Army procured 1,014,500 of the modified new-type 
overcoats at a cost of approximately $35,000,000. In addition, 
203,796 old-style wool overcoats were procured. 

During 1952 the Army procured 968,004 of the modified new-type 
overcoats at a cost of approximately $23,000,000. 

During 1953 the Army procured 1,824,000 of the modified new-type 
overcoats at a cost of approximately $43,000,000. 

Thus, during these 3 years, the Army procured 3,806,504 of the 
modified new-type overcoats at a cost of approximately $101,000,000, 
and 203,796 old-style wool overcoats. 
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Exuripir | 


DEPARTMENT OF THE ARMY, 
OFFICE OF THE DEPARTMENT COUNSELOR. 
Washington, November 6, 1958 
Hon. R. Waiter RIEHLMAN, 
Chairman, Military Operations Subcommittee, 
Committee on Government Operations, House of Representatives. 

Dear Mr. CuarrMan: This is in response to the request in the Fifth Inter. 
mediate Report of the Committee on Government Operations for informatio, 
concerning the use which the Army made of $29,649,972 of fiscal year 1947 funds 
which had been estimated to be required for procurement of overcoats. 

At the outset it should be explained that there is not a brief answer to { 
committee’s question, since there was no separate overcoats fund of $29 millio; 
in other words, there was not a particular appropriation for procurement of over. 
coats or for procurement of any other individual item. 

Budget estimates, presented in May 1946 in justification of the fiscal year 1947 
appropriations bill, included a forecasted requirement for procurement of 898,484 
field overcoats at an estimated cost of $29,649,972. The fiscal year 1947 Military 
Appropriations Act appropriated the sum of $152,750,000 under the appropriatio! 
“Quartermaster service, Army’”’ and the subappropriation “‘Clothing and equipage, 
Army.” In addition to funds for the purchase of clothing and equipage, this sum 
included funds for maintenance, reclamation, and repair of clothing and equipage 
for laundries and dry cleaning, and for other related projects. An extract of the 
statutory language describing the uses for which the subappropriation provided 
funds is enclosed herewith. 


MILITARY APPROPRIATION ACT, 1947 
MILITARY ACTIVITIES 
QUARTERMASTER CoRPS 
QUARTERMASTER SERVICE, ARMY 


Clothing and equipage: For cloth, woolens, materials, and for the purchase 
and manufacture of clothing for the Army, including retired enlisted men whe 
ordered to active duty, for issue and for sale; for payment of commutation of 
clothing due to warrant officers of the mine-planter service and to enlisted mer 
for altering and fitting clothing and washing and cleaning when necessary, includ 
ing laundry work for enlisted men while patients in a hospital; for operation of 
laundries, existing or now under construction, including purchase and repair of 
laundry machinery therefor; for the authorized issues of laundry materials for 
use of general prisoners confined at military posts without pay or allowances, 
and for applicants for enlistment while held under observation; for equipment 
and repair of equipment of existing dry-cleaning plants, salvage and sorting 
storehouses, hat-repairing shops, shoe-repair shops, clothing-repair shops, and 
garbage-reduction works; for equipage, including animal-drawn passenger- 
carrying vehicles, authorized issues of toilet articles, barbers’ and tailors’ material 
for use of general prisoners confined at military posts without pay or allowances 
and applicants for enlistment while held under observation; issue of toilet kits t 
recruits upon their first enlistment; for expenses of packing and handling and 
similar necessaries; for a suit of citizens’ outer clothing and when necessary a! 
overcoat, the cost of all not to exceed $30, to be issued each soldier discharged 
otherwise than honorably, to each enlisted man convicted by civil court for ai 
offense resulting in confinement in a penitentiary or other civil prison, and to eac! 
enlisted man ordered interned by reason of the fact that he is an alien enemy, or 
for the same reason, discharged without internment; for indemnity to officers and 
men of the Army for clothing and bedding, and so forth, destroyed since Apri 
22, 1898, by order of medical officers of the Army for sanitary reasons; $152,- 
750,000; * * * 





In addition to funds made available for procurement of overcoats by the fiscal 
year 1947 appropriation act, some $36,009,249 of fiscal year 1946—47 replacing, 
funds were also programed for purchase of clothing and equipage. 

In fact, as events later developed, no fiscal year 1947 money was actually 
obligated for the procurement of overcoats. This departure from the procurement 
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rrent in May 1946, when estimates had been presented at the congressional 
on the fiscal year 1947 bill, was attributable to return of old World War 
roll-collar overcoats in excess of quantities forecasted and also to the 
of some anticipated demands (e. g., for a Universal Military Training 
to materialize. These changes resulted not only in cancellation of plans 
ire coats with fiscal year 1947 funds but also in the postponement of the 
led issue of those coats procured in June 1946. 
believed that the committee would agree that these actions, i. e., eancella- 
‘the plans to procure new overcoats with fiscal year 1947 funds and post- 
nt of the distribution date of the overcoats procured in June 1946, were 
in light of changed conditions Moreover, as a general proposition, 
g to the usually accepted view, it is presumed that, in the absence of 
tatutory restrictions, Congress understands that changing conditions may 
tate modification of the plans on which budget estimates are based, and 
ing that the executive agency needs flexibility in order to operate efficiently, 
the agency to exercise its discretion in the use of funds within an appro- 


fiscal year 1947 funds in question were handled in accordance with this 

ally prevailing practice. The lump-sum appropriation ‘‘Quartermaster 

Army”’ was apportioned by the Bure: - of the Budget to the War Depart- 

and in turn allocated by the War Department to the Quartermaster Corps 

uarterly basis by major activity (i. e., all procurement projects grouped as 

najor activity, and all nonprocurement projects as the other). = Vithin these 

r activities, the money so allocated was used by the Quartermaster Corps 

tut item-by-item clearance of obligations with higher sathority, Of the 

$152,750,000 in the subappropriation, ‘‘Clothing and equipage, Army,” 

had been obligated at the end of fiscal vear 1947 the total of $92,691,330 for 

project “Purchase of clothing and equipage.”’ Obligations for maintenance, 

ation, and repair, for operation of laundries, and for the other projects and 

ities included under the subappropriation “Clothing and equipage, Army,” 

nsumed all but $1,900,000 of the balance remaining in this subappropriation; 

this unobligated residue of $1,900,000 was returned to the Treasury. In addition, 

$33,861,770 of fiscal year 1946~—47 replacing funds were obligated for purchase of 

clothing and equipage (exclusive of adjustments against prior year obligations 
reflecting changes in contract prices, cancellations, ete.) 

In closing, it should be mentioned that since the period in question there have 
been many Improvements in Army budgeting and accounting practices. Notable 
examples are the establishment of the Army stock fund pursuant to section 405 
of the National Security Act of 1947, as amended, and the institution of perform- 

» budgeting. Clothing and equipage items have been financed through the 
\rmy stock fund since July 1, 1951. Use of the stock fund has improved financial 
ntrol over the costs of operating activities thus financed; has minimized the 
endency toward heavy year-end obligations; and has resulted in more frequent 
periodic review of requirements and of utilization of funds. If the committee is 
terested in further discussion of the Army stock fund, conferences with Army 
representatives can be readily arranged. 

In addition, if the committee has any further questions about the information 

provided in this letter, please do not hesitate to call upon this office. 
Sincerely yours, 


’ 


Joon G. Apams, Department Counselor. 


an 
“J 








APR 


Mr 


ex} 
De 


act 
Vir 
of | 
V id 
pag 


pri 
am 
rec 
est 
The 
The 
Thi 
Ant 


mil 
the 





93y CONGRESS HOUSE OF REPRESENTATIVES Report 
od Session No. 1460 


INTERIOR DEPARTMENT APPROPRIATION BILL, 1955 


Aprit 1, 1954.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 


Mr. JENSEN, from the Committee on Appropriations, submitted the 
following 


REPORT 


[To accompany H. R. 8680] 


The Committee on Appropriations submits the following report in 
explanation of the accompanying bill making appropriations for the 
Department of the Interior for the fiscal year 1955. 


APPROPRIATIONS AND ESTIMATES 


The bill provides regular annual appropriations for all of the various 
activities under the jurisdiction of the Interior Department, The 
Virgin Islands Corporation, and the Federal Coal Mine Safety Board 
of Review. The budget estimates of appropriations for the items pro- 
vided for in the bill may be found in the 1955 Budget document, 
pages 708 through 807 and page 117. 

A tabulation is presented at the end of this report detailing appro- 
priations in the bill for 1955, the budget estimates for 1955, the 
amounts appropriated for 1954, and a comparison of the amounts 
recommended in the bill with the appropriations for 1954 and the 
estimates for 1955. A summary of the totals follows: 


The budget estimates for 1955 total__-__- ....---- $422, 118, 430 
The committee recommends in the accompanying bill ....-. 363, 360, 989 


This is a reduction under the budget estimates of__- aie : 58, 757, 441 
And a reduction under 1954 appropriations of-_- Piet owe , 270, 061 


Basic CONSIDERATIONS 


In its consideration of the budget request the committee has been 
mindful of the fact that in the long-range view much larger sums 
than those contemplated in either the budget or the bill could be 

42006 
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expended profitably for the development and conservation of oy; 
natural resources. Both the lower budget estimates for fiscal yeg; 
1955 and the committee reductions reflect the fact that some projects 
are nearing completion. However, these lower figures are dictated 
in large measure by the urgent need for conserving dollars to improve 
the present Federal Government fiscal position. The reductions 
made by the committee are aimed principally at activities where 
cuts can be absorbed by more efficient operation, where private enter- 
prise or local interests can perform the function, or where delay will 
not jeopardize achievement of the ultimate objective. 

The budget contemplated one change which would have affected g 
number of appropriation items throughout the bill. Heretofore all 
funds to be used for Missouri River Basin surveys and investigations 
were appropriated to the Bureau of Reclamation under the ‘Con. 
struction and rehabilitation” heading. Some of these funds were for 
transfer to other Bureaus of the Department, equipped to do the 
specialized work required. In this manner, the full amount of the 
appropriation going into the Missouri River Basin program could be 
readily identified. The budget proposed to have the funds to be 
expended by other bureaus appropriated directly to those bureaus, 
and to the “General investigations” item in the Bureau of Reclama- 
tion appropriation. The committee does not intend to have the 
amounts appropriated for this program obscured and has made 
the proper adjustments throughout the bill to put the full amount 
allowed for the Missouri River Basin project back into the Bureau 
of Reclamation “Construction and rehabilitation’ item so that the 
funds properly chargeable to each project in the total program can 
continue to be identified. 


Power Rates 


In a number of instances power rates have been established and put 
into effect in past years without review by the Federal Power Com- 
mission. The language in the accompanying appropriation bill says 
specifically in several places that the funds are to be expended “pur- 
suant to the provisions of Section V of the Flood Control Act of 1944.” 

Section V of the Flood Control Act of 1944 includes the following: 
Rate schedules to become effective upon confirmation and approval by the Federal 
Power Commission. 

There can be no doubt that the appropriations are available only in 
accordance with the expressed terms of Section V and there can be no 
doubt that Section V specifically and directly requires the approval of 
rates by the Federal Power Commission. The Department of the 
Interior has in the past ignored this provision of the law and made the 
most flimsy explanation of their reasons for having done so. The 
committee desires to point out that in the future it will regard any 
expenditure of appropriations on any other basis than strict com- 
pliance with Section V, wherever it is applicable, as illegal expendi- 
tures. It should be clear that the Department cannot expend funds 
from appropriations in connection with the operation and mainte- 
nance of power transmission facilities or marketing electric power 
and energy under any contract, the rates in which should have been 
approved by the Federal Power Commission and have not been. 
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OFFICE OF THE SECRETARY 


ENFORCEMENT OF CONNALLY HOT OIL ACT 


An appropriation of $125,000 is recommended. This is $25,000 
below the amount available in 1954, and a reduction of the same 
amount below the budget estimate for 1955. Efficient use of personnel 
should permit continuation of an effective enforcement program. 


OPERATION AND MAINTENANCE, SQUTHEASTERN POWER 
ADMINISTRATION 


The budget estimate is $1,450,000. The committee has allowed 
$1,228,000, a reduction of $222,000. The reduction is to apply 
against the $1,200,000 requested for the purchase of power and the 
payment of wheeling fees in connection with the Southeastern Power 
Administration contract with the Virginia Electric and Power Com- 
pany. The amount of $978,000 is allowed for this purpose and should 
be sufficient to permit required electric service to all preference cus- 
tomers of the Government in a normal water year. 


OPERATION AND MAINTENANCE, SOUTHWESTERN POWER ADMINIS- 
TRATION 


The committee recommends a direct appropriation of $275,000 and a 
transfer of unobligated construction funds in the amount of $775,000 
making available a total of $1,050,000 for the fiscal year 1955. This 
is a reduction of $500,000 below the total of $1,550,000 programmed 
in the budget, and $550,000 below the amount available during the 
current year. 

The budget contemplated an unobligated balance of $1,125,000 in 
previously appropriated construction funds, of which it was proposed 
to transfer to the O. and M. appropriation $520,000, leaving a balance 
of $605,000 for construction work in 1955. The amount allowed for 
this proposed construction program has been reduced to $530,000 
making an additional amount of $75,000 available for transfer to the 
O. and M. appropriation. Reductions in the construction program 
consist of $65,000 for the Carthage line and substation and $10,000 
for metering equipment. In addition an unobligated balance, esti- 
mated by the Administration at $130,000 at the time of the hearings, 
has been increased to $180,000, which amount will also be available 
for transfer to the O. and M. appropriation. 

The budget figure of $350,000 for customer connections has been 
allowed in full. 

Of the total amount provided, not to exceed $550,000, is to be used 
for personal services. The recently completed survey report ordered 
by the Secretary and approved by him required a personnel reduction 
to 86 employees. The $550,000 allowed for personal services will be 
adequate to pay the salaries of the 86 employees and provide some 
cushion for terminal leave in the reduction process. Included within 
the remaining amount of $500,000 there are sufficieat funds to pay 
wheeling charges for delivery of power to preference customers over 
both REA Cooperative and private utility transmission systems, and 
for purchase of firming energy from private utilities in the area, both 
in accordance with estimated schedules set out in the justifications. 
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RESEARCH IN THE UTILIZATION OF SALINE WATER 


An appropriation of $255,000 has been allowed. This is a reduction 
of $145,000 below the budget and the same amount below the current 
year appropriation. On the basis of testimony received the obligation 
rate of funds for this program has been lagging somewhat, so that the 
reduction will not seriously alter the general program level. The 
funds are used for stimulating and coordinating research to develop 
low-cost processes for converting saline water to fresh water in quan- 
tities sufficient for municipal, industrial, and agricultural uses. 


OIL AND GAS DIVISION 


The budget estimate for this Division is $300,000. The com. 
mittee has allowed $100,000, a reduction of $200,000 below the budget 
estimate. Activities of this organization were consolidated with the 
work of the Petroleum Administration for Defense in 1951 and con- 
siderably expanded. While the function of pulling together in one 
place all current data on petroleum and gas resources and _ their 
utilization is a continuing service to both government and industry, 
the high cost structure proposed in the budget appears to be out of all 
proportion to the workload involved or the needs for the service ren- 
dered. The appropriation allowed compares reasonably with the 
amounts which were appropriated for these activities prior to the time 
that they were consolidated with the Petroleum Administration for 
Defense. 

Commission OF Fine Arts 


SALARIES AND EXPENSES 


The budget estimate of $21,200 has been allowed for the work of 
the Commission in providing the President, Congress, and the depart- 
ment heads with advice on matters of architecture, sculpture, painting, 
and other fine arts. 


BoNnNEVILLE PowER ADMINISTRATION 
CONSTRUCTION 


An appropriation of $18,915,000 is recommended, a reduction of 
$11,285,000 below the Budget estimate of $30,200,000 and $19,951,000 
below the 1954 appropriation. The amount to be used for personal 
services and travel are limited in the bill to $6,000,000 and $500,000 
respectively in order to proportion the amounts for these items to the 
reduced program. 

While the reduction in this item is substantial, the committee has 
had expert engineering assistance in determining that the items deleted 
and the others which have been substantially reduced will not affect 
the ability of the Administration and the Northwest Power Pool to 
serve the expected loads during the fiscal year 1955. <A principal 
concern of the committee with respect to the Bonneville construction 
program is that the unit costs on a number of its facilities appear to 
be considerably in excess of costs of private utilities for comparable 
work. 

The following specific adjustments have been made in the construc- 
tion program: 
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Program 


sud 
Facility progran | Reduction a 


Chief Joseph-Snohomish $6, 000, 000 $2, 000, 000 
Dolliagtieh GUNNING a il bison cbc etki ssce ine ‘i 324, 000 324, 000 
The Dalles area service - - .- - 2, 578, 000 2, 578, 000 
Upper Willamette Valley service Sea 4, 428, 000 428, 000 
= gon City-Chemawa s cans 101, 000 101, 000 
‘008 Bi 4y area service 1, 183, 000 , 183, 000 
Ma Nary-Walla Walla 933, 000 933, 000 | 
McNary-La Grande. a 45,000 | 45,000 |.....- " 
General structures and improvements atsietapnseatbedbsbpiilicanliavenbiiinnnciig’ 810, 000 400, 000 | 410, 000 
Communication facilities 2 648, 000 248, 000 | 400, 000 
T a1 and equipment. - a 945, 000 445, 000 500, 000 
iminary engineering studies 100, 000 100, 000 | " “on 
A'l other items 





Total. 
Co arryover balance from the Snohomish- Kitsap facility to be 
yplied to the approved 1955 program... 
Oth er carryover funds and reimbursements ‘to be applied to 
the approved program 











Appropriated funds required . . 18, 915, 000 


1 Use of 1954 carryover funds is authorized. 


The reduction applied to the Chief Joseph-Snohomish facility 
is made for the purpose of matching the transmission line construction 
schedule to the generator installation schedule at Chief Joseph!Dam. 

The need for the Dalles Service Area facilities is dependent upon 
the generator installation schedule at the project and the contem- 
plated Harvey Machine Company aluminum reduction plant load. 
A delay of one year is indicated by the generator installation schedule 
and there has been no supplemental budget request as yet for the 
transmission lines which would be required if the Harvey plant were 
to be built. 

With respect to the Chief Joseph-Snohomish and Snohomish- 
Kitsap facilities, it is the committee’s desire that the Administration 
confer further with the cities of Tacoma and Seattle, the Puget 
Sound Power and Light Company and the Northwest Power Pool 
Conference members concerning the feasibility of bringing this line 
into the area south of Seattle instead of to the north. Before con- 
struction of the line from Chief Joseph proceeds beyond the vicinity 
of Goldbar, the committee requires a full report on the outcome of 
this conference. It is understood that cooperation between the 
parties concerned in working out a plan of service for the Kitsap 
Peninsula can save considerable Federal expense. 

With respect to the Coos Bay Area Service item, the committee 
was advised that a change of plans for servicing this area has been 
worked out with the California~-Oregon Power Company which result 
in an ultimate saving to the Federal government. This revised plan 
as generally described in the hearings is approved. In contemplation 
of the new agreement none of the funds appropriated for this facility 
in the 1954 bill have been expended for actual construction of the 
originally planned Nickel Mountain—-Norway transmission line. 
These funds, in the amount of approximately $978,000, may be used 
2 the fiscal year 1955 for beginning implementation of the new service 
plan. 

OPERATION AND MAINTENANCE 


An appropriation of $5,000,000 is recommended. This is a reduc- 
tion of $1,600,000 below the budget estimate and $1,004,000 below 
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the 1954 appropriation. It is the committee’s opinion that some of 
the activities being carried on with funds from this appropriation are 
not a proper or necessary function of the Bonneville Power Adminis. 
tration and that efficient and prudent use of personnel, equipment and 
materials will permit an entirely adequate operation and maintenance 
program within the funds allowed. 


Bureau or LAND MANAGEMENT 
MANAGEMENT OF LANDS AND RESOURCES 


An appropriation of $11,483,000 is recommended. This is the same 
amount as is available during the current year but a reduction of 
$142,000 below the budget estimate of $11,625,000. In making the 
reduction the committee has deleted $200,000 programmed for land 
classification work in the Missouri River Basin. Money for this 
purpose is included in the “Construction and rehabilitation” appro- 
priation for the Bureau of Reclamation. 

Of the amount allowed, $220,000 is to be used for halogeton contro] 
by applying $200,000 to actual control work and $20,000 to the re- 
search program. In addition, $100,000 is to be used specifics ally for 
pellet and/or conventional airplane seeding. 

The committee is advised that there is a program contemplated for 
making use of surplus seed, acquired by the Department of Agriculture, 
for reseeding the public lands. This appears to be a desirable method 
of reducing the seed surplus. At the same time it will advance soil 
and moisture conservation through the development of vegetation 
to hold the soil instead of allowing it to wash into streams to silt up 
reservoirs and dissipate the tre smendous investments which have been 
made in flood control and multipurpose dams. It is the committee's 
earnest desire that such an arrangement can be worked out between 
the Department of Interior and the Department of Agriculture. 

The committee has on several occasions called attention to the 
ridiculous land withdrawals to provide 600-foot rights-of-way for 
Alaskan highways. This makes commercial or private de »velopment 
practically impossible in areas where it should be occurring. The 
Department is expected to correct this condition without delay. 


CONSTRUCTION 


An appropriation of $2,000,000 is recommended, a reduction of 
$1,000,000 below the budget estimate of $3,000,000. These funds are 
used for the construc tion of access roads in the ‘Oregon and California 
grant lands to permit the removal of timber now inaccessible. The 
appropriation is completely reimbursed to the general fund of the 

reasury out of timber receipts before distr ibution of such receipts, as 
required by law, is made to the counties in which the timber is located. 


BuREAU OF INDIAN AFFAIRS 
HEALTH, EDUCATION, AND WELFARE SERVICES 


The budget estimate for these activities is $54,105,320. The 
committee has allowed $52,000,000, a reduction of $2,105,320 below 
the estimate but the same amount as is available during the current 
fiscal year. Of the amount allowed, not more than $28,500,000 is to 
be used for personal services, but no reduction is to be made in the 
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number of teachers, doctors, nurses, or other medical personnel 
required in the attendance of the sick. 

The committee is convinced that more Indian children can be put 
into schools but that in certain areas of the Navajo reservation, 
schools must be taken to the children of nomad families to accomplish 
this objective. For this reason, and on the basis of past experience 
which has demonstrated the effectiveness of trailer school units, the 
Bureau is instructed to use $460,000 of the funds available to purchase 
additional trailer units, and $150,000 for employment of additional 
teachers. 

Of the appropriation, $91,250 is to be used to provide for twenty 
additional beds for Indian patients at the Methodist Hospital at 
Seward, Alaska, bringing the total number of beds to be used in 
that hospital to seventy-five. 


RESOURCES MANAGEMENT 


The budget estimate of $13,092,910 has been reduced to $12,592,910. 
The reduction of $500,000 is made up of $150,000 for activities in the 
Missouri River Basin for which funds are provided in the “Construc- 
tion and rehabilitation” item for the Bureau of Reclamation, and 
$350,000 of the amount programmed for repair and maintenance of 
buildings and utilities. It would appear that volunteer assistance 
on the part of Indians themselves and the acceptance of greater 
responsibility by Tribal organizations in care of physical facilities 
might be reasonablv expected. 

Of the amount allowed, $100,000 is to be used for weed control and 
$2,671,672, the same amount as is available this year, is to be used for 


the soil and moisture conservation program. Of this amount for soil 
and moisture conservation, $100,000 is to be used for pellet and/or 
conventional airplane seeding. It is understood that a considerable 
amount of successful seeding by airplane has been accomplished on 
private lands in the Western States. 


CONSTRUCTION 


The committee recommends an appropriation of $7,673,000 a re- 
duction of $2,663,000 below the budget estimate of $10,336,000. The 
funds requested for the Kerr substation on the Flathead irrigation 
project, in the amount of $75,000, and a total of $2,588,000 pro- 
grammed for school and hospital construction at Shiprock in the 
Navajo reservation have been disallowed. Thereduction in the Navajo 
construction program is made as a result of testimony given the com- 
mittee to the effect that the program as set out in the justifications is 
under review in accordance with the recommendations of the Secre- 
tary’s survey team which examined the activities of the Bureau of 
Indian Affairs. 

The funds allowed for personal services have been limited in the 
bill to $3,500,000 in order to preportion this item to the reduced 
construction program. 


GENERAL ADMINISTRATIVE EXPENSES 


The budget estimate for this item is $3,000,000. The committee 
has allowed $2,750,000, a reduction of $250,000, which it is believed 
can be readily absorbed. 
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BurEAU OF RECLAMATION 
GENERAL INVESTIGATIONS 


The budget estimate for the activities under this head is $6,000,009 
of which $2,630,000 is for investigations in the Missouri River 
Basin. The balance of $3,370,000 requested for the activities nor. 
mally covered under the heading ‘‘General investigations,” has beep 
reduced to $3,000,000, the same amount as is available during the 
current fiscal year. The $2,630,000 for the Missouri River Basin jp. 
vestigations has been reduced to $2,000,000 and transferred to the 
“Construction and rehabilitation” appropriation. 

The committee has been concerned for a number of years about the 
activities carried on by the Bureau under this heading. The programs 
which have been presented to the committee in the justifications give 
the impression that the Bureau’s efforts are scattered in all directions 
in an effort to investigate every conceivable possibility for a project, 
and in many instances to go back to once abandoned projects in an 
effort to bring them into the realm of feasibility. The program laid 
out for fiscal year 1955 is no exception. In it there are a number of 
studies for development of projects which appear to be predominately 
municipal water supply and others that are primarily power develop- 
ments. While the committee and the Congress have been liberal in 
providing funds for such projects where they are clearly justified, and 
do not duplicate existing facilities, taxpayer dollars will not be recom- 
mended for use where private or public utilities, or REA Cooperatives 
have expressed a willingness to provide the service needed. 

Investigations money is also included in the budget to determine 
the need for rehabilitation of existing projects. It is the committee’s 
opinion that once a project has been completed and turned over to 
the water users that the Bureau should be willing to accept the fact 
that the beneficiaries can and should take the responsibility for care 
of their own project. 

In spite of the fact that for years the bill has carried language which 
provides that States, municipalities, or other interests requesting 
investigations of any nature shall pay for half the cost of such investi- 
gations, only one of 142 different investigations programmed in the 
1955 budget is supported in part by local interests. Obviously, little 
or no effort has been made to conform with the law in accepting over- 
tures from local governmental sources and other interests in connection 
with the general investigations program, 

Until such time as administrative controls are put on this program 
to tighten it up and orient it on what appears to be a reasonable num- 
ber of potentially productive projects, appropriations for the general 
investigations activity will be carefully and critically scanned. 


CONSTRUCTION AND REHABILITATION 


There are several items with respect to this program to which the 
committee has particularly directed its attention. The first of these 
is the ratio of the costs for personal services to the total program costs. 
In the past years as high as 26 percent of the funds appropriated for 
the construction and rehabilitation program have been expended for 
the payment of personal services, and the amount programmed in the 
1955 budget is approximately 23 percent of the total budget request. 
This is almost double the percentage allowed for engineering and 
supervision services in large scale engineering and construction ac- 
tivities of private enterprise. While it is recognized that such com- 
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parisons may not be entirely reliable because of certain circumstances 
unique to the reclamation program, including its research work and 
the necessary unit-by-unit development of the larger and more com- 
plex construction projects, it still appears that personal services costs 
are out of proportion to the magnitude of the total program. The 
committee considered a 15 percent limitation on such services, but in 
recognition of the difficulties of a rapid reduction to this figure, has 
not required that it be accomplished during the fiscal year 1955. 
However, a limitation on the amount that may be spent for personal 
services has been placed in the bill to reduce the budget estimate by 
$4,248,490, providing a net of $24,000,000 or approximately 20 per- 
cent of the total program allowed in the bill. 

Since water and power users are required to absorb a very large 
portion of personal services costs, it is neither fair nor good business 
practice to impose unnecessary engineering and supervision costs on 
their shoulders for any federally financed project. There has been 
considerable criticism of the Bureau in the past brought about by 
over staffing and an excessive number of field offices at all organiza- 
tional levels. It is hoped that the beneficiaries of reclamation projects 
will recognize that the committee’s effort to hold down personal 
services costs is in their interest. 

The general practice of the Bureau to overdesign structures and 
facilities has been observed on some of the projects by the committee 
members and has been reported by competent engineers. The com- 
mittee is also aware of the tendency on the part of some architects 
and engineers to sacrifice practical considerations and taxpayers 
dollars by requiring specially manufactured equipment and non- 
standard fabrication where standard items could be used. It is 
urged that the Commissioner interest himself in this particular 
problem in an effort to achieve economies in the program wherever 
possible. It should not be necessary for the committee or the 
Congress to have to direct attention to such items as this. 

The Bureau has been operating, in cooperation with State Agri- 
cultural Extension Service interests, so-called development farms in 
some of the project areas. It is the committee’s understanding that 
the purpose of such undertakings has been to find crops and farming 
methods best suited to the project lands. Agricultural development 
and demonstration work of this type should be left to the Department 
of Agriculture and to the various State agricultural services. Funds 
for such development farms programmed for the fiscal year 1955 
are specifically disallowed. 

The language previously in the bill referring to certifications as to 
irrigability of lands has been deleted since it is permanent legislation. 

In its consideration of the construction program for 1955 the 
committee has increased the budget request for certain projects and 
has decreased it for others. Upward adjustments in the amounts 
programmed in the budget for some of the projects have been made 
in order to realize economies in overhead costs through early comple- 
tion and in order to speed the time when the projects will be revenue 
producing through repayment contracts. 

‘he appropriation of $114,479,700 which has been allowed is 
$7,358,300 below the budget estimate but only $1,789,960 below the 
current-year program. ‘The funds provided are distributed to the 
es projects and activities in amounts indicated in the following 
table: 


H. Rept. 1460, 88-22 
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BILL, 1955 





Program summary—Construction and rehabilitation 





Project or unit 


Eklutna project, Alaska 
Ee TT nck cinnnsnadinaiiadinapanainmtiess oninmane 
Yuma project, auxiliary division, Arizona 
All-American Canal, Arizona-California._...................-.. 
Colorado River front work and levee system, “Arizona-Cali- 
fornia-Nevada - - - 
Boulder Canyon project, Arizona-Nevada__- 
Davis Dam project, Arizona-Nevada 
Cachuma project, California 
Central Valley project, California 
OR IT: CN ide ic cihn cedbenbanpibeo scab davenes 
Colorado-Big Thompson project, Colorado.._- 
Paonia project, Colorado ; 
Avondale irrigation project, I ee 
Dalton gardens irrigation project, Idaho - . » 
Minidoka project, north side pumping division, Idaho__. 
Palisades project, Idaho Ions aloe 
Fort Peck project, Montana-North Dakota__.........--- 
Carlsbad project, Alamogordo Dam — ay cnkrg ment, 
New Mexico. J soul 
Middle Rio Grande project, New Mexico. 
Vermejo project, New Mexico. aaa 
Rio Grande project, New Mexico-Texas......----------- 
Klamath project, Oregon- e alifornia.. 
Weber Basin project, Utah 
Columbia Basin project, W ashington 4 a 
Yakima project, Kennewick division, Washington. - 
Yakima project, Roza division, Washington -- bbdveiice 
Eden project, Wyoming 7 a 
Kendrick project, Wyoming 
Riverton project, Wyoming..._- 
Riverton project, payment to Shoshone and Ar¢ ape shoe Indian 
Tribes, Wyoming.. bd hodeesés 
Missouri River Basin 
Bostwick division, Nebraska-Kansas_..-. 
Buford-Trenton, protection and improveme nt work, 
North Dakota a ; 
Canyon Ferry unit, Montana... 
Cedar Bluff unit, Kansas 
Crow Creek unit, Montana. deta 
Frenchman-Cambridge division, Nebraska. . 
Heart Butte unit, North Dakota 
EIPEe SA ERNE ns wodbpoccncsthbaoadabbs 
Lower Marias unit, Montana 
Missouri diversion unit, Montana... 
Rapid Valley unit, South Dakota 
St. Francis unit, Colorado-Kansas.-. 
Shadehiil unit, South Dakota 
Transmission division, various 
Webster unit, Kansas 
Drainage and minor completion program 
Missouri River basin investigation. 
Other departmental agencies 
Drainage and minor completion program. 
Rehabilitation and betterment of existing projects_- 


Subtotal, all foregoing items. - 
Estimated carryover balances availab le in 1955 


Appropriated funds required 





Budget 
program 


$4, 612, 000 
2, 700, 000 
100, 000 
277, 000 


141,000 

1, 206, 000 
2, 961, 000 
3, 300, 000 
23, 493, 000 
8, 040, 000 
750, 000 
10, 000 
126, 000 
159, 000 

1, 925, 000 


12, 200, 000 | 
545, 000 | 


390, 000 

1, 221, 000 
638, 000 
169, 000 

1, 200 

7, 900, 000 
8, 818, 000 
3, 195, 000 
125, 000 
625, 000 
780, 000 
479, 500 


1,009, 500 | 


1, 360, 000 


187, 000 
155, 000 


35, 000 | 


236, 000 


1, 000, 000 | 


150, 000 

3, 160, 000 
6, 100, 000 
605, 000 
2, 433, 000 
15, 000 
18, 000 
005, 000 
5, 980, 000 
212, 000 
630, 000 
240, 000 
107, 352 
546, 303 


i 


7 


o“S" gee 


129, 980, 855 





Increase (+-) 
or decrease 


(-) 


1, 561,000 | 


+2, 700, 000 
—2, 493, 000 
—2, 040, 000 
+500, 000 
—10, 000 


+800, 000 
—295, 000 


ee 


Program 





approve 


; 


in the bill 


$1,1 
2, 700 
100 


—300, 000 |... 


+500, 000 | 
“19, 000 | 
—1, 900, 000 
+3, 000, 000 | 


; oS caaraze 
"79, 500 





—100, 000 
5, 000 
—433, 000 | 





— 2, 005, 000 
—1, 980, 000 
— 62, 000 
—630, 000 
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Central Valley project.—Funds for the Trinity division, amounting 
to $99,000, have been specifically deleted in arriving at the reduction 
applied to this project. In its report on the 1954 bill, the committee 
enunciated the general policy that it would not consider appropriations 
for any project not authorized by legislation and for which construc- 
tion funds have not been pre viously appropriated. In 


agreement with the Interior and Insular 


Affairs C ommittee, 


general 


this 


polic: y will apply to all projects costing in total $5,000,000 or more. 
The Trinity River Division, estimated to cost ultimate ly $181, 618,000, 
is a project of the type that the committee had in mind when the 
policy was adopted, since it was added to the Central Valley project 
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only by a finding of feasibility by the former Secretary of the Interior 
in the latter part of 1952. 

The committee has also disallowed $208,997 programed for the 

Delta Fish Facilities, which are estimated to cost approximately 
$4,000,000 in total. While some device may be necessary for protect- 
ing fingerlings from the pumps at the Tracy Pumping Plant, the 
committee has had no evidence presented to it which would justify 
an ultimate expenditure in the magnitude indicated. The present 
program is to be thoroughly reviewed and all alternative methods of 
protection explored before additional appropriations will be considered. 
Sufficient funds are available for the remainder of the current fiscal 
year for this purpose. 
" The committee continues to be deeply concerned over the possi- 
bility of substantial reductions in power revenues which will accrue 
to the Central Valley project as a result of power sales contracts 
executed with public agencies in the project area, and the effect such 
contracts will have on the availability of project power to Federal 
defense establishments in the area. The committee urges the Secre- 
tary of the Interior to continue investigations and close scrutiny of 
such contracts and take such action as may be necessary to protect 
the Federal establishments, the water users and the integrity of the 
project. 

The committee of conference and this committee, in reporting on 
the Interior Department Appropriation Bill for fiscal year 1954, last 
year directed the Secretary of the Interior to complete a study “to 
determine the savings in Federal funds and other advantages which 
could accrue to the project by transfer of the Folsom transmission line 
at full cost to the public utility serving the area and by the integration 
and wheeling of Folsom and Nimbus power through the regional 
transmission system at no additional cost to the United States under 
the power interchange and wheeling contracts executed after the line 
was authorized.” Information that has recently come to the com- 
mittee indicates that the results obtained by the studies made to date 
are inconclusive. The committee desires that these studies be dil- 
igently prosecuted and a report rendered thereon in order that the 
committee may make an appropriate recommendation to Congress 
on the matter at the earliest possible date. 

All-American Canal, Coachella division.—Previously appropriated 
funds available for use on the Coachella division of this project for 
construction of a highway crossing for the Mecca-Blythe highwa 
across the Coachella canal have been rescinded in Title V of the bill. 


OPERATION AND MAINTENANCE 


An appropriation of $19,000,000 has been allowed for the activities 
under this head. This is a reduction of $4,154,000 below the budget 
estimate, but only $500,000 below the amount available in the current 
fiscal year. Of the amount allowed, $1,942,778 is derived from the 
Colorado River Dam fund for use on the Boulder Canyon project 
and at Boulder City in accordance with the schedules set out in the 
justifications. A total of $1,300,000 of the appropriation is to be 
derived from the general fund of the Treasury to cover the budget 
estimates of $50,000 for the Imperial Dam project, $750,000 for the 
Colorado River front work and levee system, and $500,000 for the 
soil and moisture conservation operations. 
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Reluctance on the part of the Bureau to finally wind up a project 
and turn it over to the water users for operation is still very much 
in evidence. It is also apparent that a number of the water-user 
organizations have not been overly aggressive in their demands that 
projects be turned over to them, so long as it appears that the Bureay 
can obtain funds for operation and maintenance. The committee has 
for some time tried to generate some energy in the Bureau to get com- 
pleted projects and units of projects turned over to the water users as 
is originally contemplated when irrigation projects are undertaken, 
The apparent inertia of the Bureau in this matter leaves the committee 
with no alternative but to force the issue by curtailing the operation 
and maintenance funds requested for appropriation. A positive effort 
to turn over irrigation projects wherever possible, plus improved effi- 
ciency in the use of Bureau personnel on power facilities should permit 
continuation of an adequate operation and maintenance program 
within the funds allowed in the bill. 

The attention of the committee has been directed to the so-called 
“Incremental value provision” which has been included in irrigation 
project repayment contracts as an antispeculation device. This pro- 
vision controls the amount of money that may be realized by an 
owner from sale of his property in the early years of project operation. 
The effect of this has been to create credit difficulties with private 
lending agencies for the owners of the project lands just at the time 
when they most need it for tooling up and for making improvements 
which will get their lands into maximum production. The Secretary 
is}urged to carefully review those contracts in which such a provision 
exists, to eliminate it, and, if necessary, substitute some reasonable 
measure for eontrolling speculation. 


GENERAL ADMINISTRATIVE EXPENSES 


The budget estimate for general administrative expenses of the 
Bureau is $4,300,000. The committee has allowed an appropriation 
of $3,500,000, a reduction of $800,000 below the budget and $1,000,000 
below the amounts available in the current fiscal year. It is the 
committee’s opinion that a realistic and determined effort to reduce 
or eliminate unnecessary offices, services, and personnel along the 
general lines set out in the recommendations of the Secretary’s 
survey team on the Bureau of Reclamation will permit a reduction in 
general administrative costs to the amount allowed. 


EMERGENCY FUND 


While funds were not requested for emergency use in the budget 
estimate, the committee has provided $200,000 to assure continuous 
operation of irrigation and power systems in the event of unforeseen 
failures and emergencies which may occur during the year. The 
amount which has been allowed is one half of the appropriation for 
the current fiscal year. 


GEOLOGICAL SURVEY 


SURVEYS, INVESTIGATIONS, AND RESEARCH 


The budget estimate for the activities of the Geological Survey is 
$27,335,000, of which $1,475,000 was for investigations and surveys 
in the Missouri River Basin. The committee has allowed an appro- 
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priation of $25,362,685. The reduction consists of the $1,475,000 for 
the Missouri River Basin work, for which funds are provided in the 
Bureau of Reclamation appropriation, and an additional amount of 
$497,315, to bring the appropriation back to the 1953 level. Includ- 
ing the appropriation recommended, all transferred funds, and con- 
tributions, the Survey will have available to it approximately 
$43,000,000 during the 1955 fiscal year. 

The activities of the Survey in Washington are carried on in sixteen 
different buildings, some of them old and unsafe for housing the highly 
valuable maps and mapping equipment concentrated in the metro- 
politan area. In the event of fire or other damage, the Survey’s maps 
and mapping equipment could be replaced only at tremendous cost 
and over a long period of time. In order to speed up existing plans 
for improving this situation, language has been included in the bill to 
permit the preparation of plans and specifications for a pew building 
or buildings to meet the Geological Survey’s special needs in the 
Washington area, subject to the enactment of lease-purchase or other 
authorizing legislation. 


Bureau OF MINES 
CONSERVATION AND DEVELOPMENT OF MINERAL RESOURCES 


The Budget estimate for activities under this heading is $13,750,000. 
The committee has allowed $12,564,000, a reduction of $1,186,000 
below the budget and $3,364,180 below the appropriation for 1954. 
The Budget estimate includes $100,000 for activities in the Missouri 
River Basin area for which money is being provided under the ‘“Con- 
struction and rehabilitation” item in the Bureau of Reclamation 
appropriation. Specific reductions have been made in various pro- 
grams of the Bureau under this heading as set forth in the following 
table: 





Coal 


Petroleum and natural gas-_-.- 


Synthetic liquid fuels_ 
Helium. 
Minerals and metals: 


Ferrous metals and alloys...-- 


Nonferrous metals 
Nonmetallic minerals_ 


Mineral research, unclassified 


Budget 
estimate 


..| $1, 850, 000 


, 250, 000 
4, 099, 000 
90, 000 


1, 993, 000 
2, 525, 000 
818, 000 
825, 000 


Reduction 


$245, 785 | 
340, 415 
213, 800 


93, 000 
125, 000 | 
43, 000 
125, 000 


Allowed 
in bill 


$1, 604, 215 
909, 585 


3, 885, 200 
90, 000 


, 900, 000 
2, 400, 000 
775, 000 
700, 000 


Control] of fires in inactive coal deposits_-.--.....-.-- 300, 000 300, 000 


Total s..4isA WD, cable ee iS cho eedieu ds w<-i--~s--| 13; 750,000 1, 186,000 | 12, 564, 000 


Within the amount allowed $55,000 is to be used for completion 
of the mine flood studies in the anthracite region of Pennsylvania 
and for preparation of final reports on this study. 

The Bureau of Mines has been putting out an excessive volume of 
press releases, miscellaneous statistical data, and other information 
about its program and personnel. In the general provisions of the 
bill pertaining to the Department of the Interior the committee has 
reduced the amount of money to be used throughout the Department 
for information purposes. It is believed that much of the savings 
dictated by this reduction can be achieved through reduction in the 
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number of Bureau of Mines press releases, pamphlets, and other 
publications; as well as some of the personnel engaged in producing 
these materials. 

HEALTH AND SAFETY 


The committee has allowed the budget estimate of $5,000,000 for 
the activities under this head. This amount represents a reduction 
of $60,000 below the appropriation for 1954. The funds will be used 
for the vital safety enforcement activities of the Bureau which have 
demonstrated their effectiveness in reducing injuries and the loss of 
life resulting from mine accidents. 


GENERAL ADMINISTRATIVE EXPENSES 


The committee recommends an appropriation of $850,000 a reduc. 
tion of $400,000 below the budget estimate of $1,250,000 and $450,000 
below the 1954 fiscal year appropriation. The regionalization of this 
Bureau which took place several years ago has been constantly under 
question by the committee with respect to its contribution to efficiency 
and lower administrative costs. Little or no evidence along this line 
has been forthcoming to date. 

The committee has included language in the bill to provide that not 
more than half of the total amount of money, including direct appro- 
priations and transferred funds, that were used for administrative 
positions in the regional offices during the fiscal year 1954, shall be 
available in the current fiscal year for this purpose. 


NATIONAL PARK SERVICE 
MANAGEMENT AND PROTECTION 


An appropriation of $9,000,000 has been allowed. This is a redue- 
tion of $750,000 below the budget estimate of $9,750,000, but an 
increase of $130,450 above the amount available in the fiscal year 
1954. In making the reduction in the budget estimate the committee 
has disallowed $180,000 programed for activities in the Missouri River 
Basin and has made provisions for such activities under the “‘Construc- 
tion and rehabilitation” item in the Bureau of Reclamation appropria- 
tion. In applying the remaining reduction of $570,000, no change is 
to be made in the amounts programed specifically for positions in the 
national park and monument areas with the exception of Cape Hatteras 
for which a general reduction from $110,000 to $55,000 has been made 


MAINTENANCE AND REHABILITATION OF PHYSICAL FACILITIES 


The budget request for the activities under this head is $8,850,000. 
The Committee has allowed $8,000,000 which is $300,000 below the 
current appropriation and at the level of the amount available in 
1953. For some years, the National Park Service has been main- 
taining roads outside of the boundaries of the national parks and 
monuments. In view of the revenues which these national sites bring 
to the states in which they are located through increased business in 
the areas, gasoline taxes, etc., it appears unreasonable that the 
Federal Government should stand the expense of maintaining such 


roads. 
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The committee, therefore, has put language into the bill to preclude 
expenditures for this purpose and disallowed $100,000 which is the 
estimated amount for such maintenance. It is believed that the 
remaining portion of the cut can be absorbed through efficient use of 
men and materials without affecting the current level of the program. 


CONSTRUCTION 


An appropriation of $8,056,099 is recommended, a reduction of 
$5,860,201 below the 1954 appropriation and $543,901 below the 
budget estimate of $8,600,000. In arriving at the amount allowed 
the committee has made the followi ing adjustments in the funds for 
items under this heading: 


estimate | decrease in bill 


Budget | Increase or | Allowed 
| 
| 


Natchez Trace Parkway. , saat oe 4 $100, 000 | +$500, 000 $600, 
Black Hills areas—Mount Rushmore. ___----_-- h- : +250, 000 250, 
Roosevelt Island. encecennaes . : Batis +-50, 000 50, 
Isle Royale cb huegaions an : i “21, 800 +56, 099 

Colonial National Park -- ee ee EE ae 25,000 | +50,000 
Carlsbad Caverans- - --- d hasodee wn idnihahtates ee | 1,625,000 |—1, 450, 000 
All¢ pther items ecnececscceeses 6, 828, 200 | =a 6, 828 | 


Total 8, 600, 000 | —543, 901 To 8, 056, ( 





The additional funds provided for the Natchez-Trace Parkway will 
provide for some paving of already graded sections and consequently 
reduce the high annual cost of maintaining unsurfaced roadway in an 
area of heavy rainfall. 

The funds for Mount Rushmore are to provide additional buildings 
and utilities to fit a general improvement program involving road 
relocation and parking area surfacing for which the State Highway 
Commission will spend $293,000. The Federal expenditure is to be 
repaid at an estimated rate of $25,000 per year by the concessionaire, 
Mount Rushmore National Memorial Soc le ty, in general accordance 
with the proposal outlined by the society’s 5 preside: nt in the hearings 
on the bill. None of the funds allowed in the bill are to be obligated 
until the contract with the concessionaire has been revised to provide 
for this additional revenue so that the federal investment will be 
repaid. 

Of the funds allowed for the Carlsbad Caverns, $50,000 is to provide 
waiting room facilities at the mouth of the caverns. The amounts 
provided for Isle Royale and Roosevelt Island will permit various 
improvements and minimum facilities for visitor shelter and safety 
at these locations. The additional Colonial National Park funds are 
to be used for plans and construction work on a new Liberty monu- 
ment to be located on Surrender Field at Yorktowne. 


GENERAL ADMINISTRATION EXPENSES 


An appropriation of $900,000 is recommended. ‘This is a reduction 
of $368,000 below the budget estimate of $1,268,000 and a reduction 
of the same amount below the appropriation for 1954. It is urged 
that the park superintendents be given greater latitude for decision 
and program execution within the areas managed by them. In order 
to assure that regional office organizations will not complicate this 
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assignment of larger responsibility to the superintendents, languay, urre 
has been put into the bill to limit the total amount available {p Mthis | 
regional office positions from any appropriation in the bill to $500,009, F 7 


Fish AND WILDLIFE SERVICE 
MANAGEMENT OF RESOURCES a 


The budget estimate for activities under this head is $6,600,000 Lé 
An appropriation of $6,137,000 is recommended. This is a reductio Territ 
of $463,000 below the budget estimate and $863,000 below the amoun: 
available in 1954. In making the reduction, $135,000 programmed Virgin 
for activities in the Missouri River Basin has been deleted since thes Gi 
activities are provided for under the “Construction and rehabilita. 
tion” appropriation for the Bureau of Reclamation. The funds pro. R. 
grammed for personal services have been reduced from $4,579,413 t “G 
$4,250,000, a reduction of $329,413. A further reduction of $46,44| L 
has been made in the funds programmed for travel expenses. Ss 

Of the amount allowed $10,000 is to be used to continue the program ene! 
for the control of blackbirds in New Jersey. 


INVESTIGATIONS OF RESOURCES 


An appropriation of $3,500,000 has been allowed for activities under 
this head. This is a reduction of $527,000 below the budget estimate 
and $960,000 below the amount available in fiscal 1954. The com- ” 





mittee is convinced that a careful review of the Bureau’s research and = 
investigative activities will permit some reductions without disturbing po 
the research projects that are actually essential. a 
CONSTRUCTION em 
, : .. : be 
The budget estimate for this activity is $300,000. The com- th 
mittee has allowed $225,000, a reduction of $75,000 below the budget Sa 
estimate and $210,600 below the program for 1954. In applying the 
funds aliowed, not more than two residences are to be constructed; 
one at the Frankfort, Ky., hatchery at a cost not to exceed $12,000, 
and one at Bethel, Alaska, at a cost not to exceed $30,000. In addi- Ps 
tion, $35,000 is to be used for improvements and repairs at the Inks on 
Dam hatchery near Bennett, Tex. we 
GENERAL ADMINISTRATIVE EXPENSES = 
An appropriation of $725,000 has been allowed, a reduction o/ ne 
$50,000 below the budget estimate and the same amount below the or 
funds available in the current fiscal year. It is expected that this 
moderate reduction can be readily absorbed in view of the reductions 
which have been made in the programs of this Bureau. 
ADMINISTRATIVE PROVISIONS re 
mm . . T 
Three aircraft, for replacement only, have been provided for use ‘ 
in Alaska. ' 
Orricre oF TERRITORIES 
ADMINISTRATION OF TERRITORIES 
The budget estimate for the items under this heading is $3,775,000. t 
The committee has allowed $3,234,471, a reduction of $540,529 below JF 
the budget estimate and $786,829 below the amount available for the [7 
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t 


Jcurrent year. The amounts allowed under the respective items in 
ithis appropriation are as follows: 


Budget 
estimate 


| 
Amount 
due | 
| Reduction | showed 


ry of Alaska: } | 
ernor’s Office. ‘2 Im a | 400 $97, 400 
egisiative expenses... .........-...........-. , 000 $3, 000 | 45, 000 
re and custody of Alaskan insane... _-- e | 784,600 |_. | 784, 600 

itory of Hawaii: | 

GORetDGE'S OIRO y n> 4 cnsnnen ro gennessesaqusscs gee ‘. SE ae scamael 41, 600 
Legislative expenses sete be ee he 46, 700 

Virgin Islands: | } 
Governor’s Office. ite eee dn ee | 318, 000 000 | 300, 000 
Grants to municipalities. ..........- : tikes ‘ 500, 000 000 400, 000 

(Guam: 
Governor's Office - ; 53, 400 3, 400 50, 000 
Legislative expenses. ...._. a —_ ii 5 23, 300 | 3, 300 20, 000 

nerican Samoa: | 

Governor's Office._.....-- . i | 5, 400 56, 400 
Grants aawel ge - peu . - . , 000 , 100, 000 
Legislative expenses... . | 28, 000 é ) 20, 000 
Chief Justice and High Court__. 32, 600 ; 23, 771 
ar Island Administration. -._._--- a | 9, 000 | 9, 000 
eral administration.................-- bs 302, 000 | 52, 240, 000 


Ay 


FO actirntanntadne te thisinse? 4 ‘eapece bow 3, 775, 000 528 3, 234, 471 


The principal reductions in the above table are in the “Grants” 
items for the Virgin Islands and for American Samoa. With respect 
to the Virgin Islands the reduction will be offset by increased revenues 
estimated at the time of the hearings for the current fiscal year. The 
committee sees no reason why a surplus in the local revenues should 
not be applied to the activities for which direct appropriations are 
requested. A reduction of $200,000 made in the American Samoa 
grants item was offered to the committee by the Governor. It is 
believed that the remaining portion of the cut can easily be absorbed 
through a careful review and reevaluation of the program in American 
Samoa. 

TRUST TERRITORY OF THE PACIFIC ISLANDS 


The budget estimate of $5,825,000 for the Trust Territory of the 
Pacific Islands has been entirely disallowed. As indicated in reports 
on the bills for the last two years, an appropriation under this head 
would be subject to a point of order when the bill comes before the 
House of Representatives since organic legislatien has not been 
enacted. The committee recognizes that some appropriation will be 
necessary for administration of this critical area. It is hoped that 
organic legislation will be adopted before the conference on the bill. 


ALASKA PUBLIC WORKS 


The budget estimate of $5,000,000 has been allowed. This is a 
reduction of $7,000,000 below the program for the current fiscal year. 
The Alaskan communities benefiting under this public works program 
are required to finance 50 percent of the costs of all projects under- 
taken. 

CONSTRUCTION OF ROADS, ALASKA 


_An appropriation of $7,000,000 has been allowed. This is a reduc- 
tion of $2,940,000 below the budget estimate and $7,600,000 below 
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the amount appropriated for the fiscal year 1954. Of the amow 
allowed $700,000 is to be used for construction on the Copper Rive 
road, 

The most recent General Accounting Office audit report on th 

Alaska Roads Commission points out that— 
Obligations have been made on specific major construction projects in excess 
the amounts originally in the justifications. In at least one project funds wep 
expended prior to submission to the Congress of justifications of appropriatioy 
for the project. 

The committee will not tolerate deviations from the programs sg 
forth in the justifications, which are the basis for its actions in cop. 
sidering the budget request. Any further evidence of such juggling 
of funds will be the basis for appropriate action with respect to thoy 
responsible for such decisions. 
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s neet 








The budget request for this item was $3,500,000. The committe 
has allowed $3,000,000, a reduction of $500,000 below the estimate. 
and the same amount that is available during the current fiscal year 
The committee is convinced that efficient use of personnel and 
equipment will permit an adequate maintenance program. 


CONSTRUCTION, ALASKA RAILROAD pro 

en 

An appropriation of $7,494,000 has been allowed. This is a redue- Th 

tion of $4,500,000 below the budget, but an increase of $3,279,000 def 

above the 1954 appropriation. Within the amount allowed, $2,900,000 Ish 

is for completion of the Seward Dock which was begun in the current $2 
fiscal year. The remaining $4,594,000 is for permanent improvements 
on the Seward-Portage section of the Railroad. The committee notes 
with satisfaction that the Alaska Railroad will operate in the black 

this year. 
VIRGIN ISLANDS PUBLIC WORKS 


The budget estimate of $890,000 for this program has been dis- be 
allowed. The funds requested were for the construction and equipping or 
of another elementary school at Charlotte-Amalie on St. Thomas m 
Island. School population and capacity statistics given the com- of 


mittee at the time of the hearings indicate that additional school 
construction at this time is not an urgent necessity. 


ADMINISTRATION, DEPARTMENT OF THE INTERIOR 
SALARIES AND EXPENSES 


The budget estimate for the administrative offices at the secretarial 
level in the Department of the Interior is $2,330,000. The com- ' 
mittee has allowed an appropriation of $2,200,000, a reduction of 
$130,000 below the budget estimate and $125,000 below the amount 
available in the current fiscal year. It is the committee’s opinion that 
the substantial program reductions which have been made throughout 
the department in the last two years warrant at least this modest 
reduction in the cost of top administration. 

In accordance with the previously expressed wishes of the com- 
mittee, the Solicitor outlined, at the time of the hearings, a general 


> 
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Amounf Byrogram for consolidating all legal services of the Department into a 
r Rive eparate organization under his control. Specific details concerning 
iil language and appropriation adjustments to accomplish this 


On thf Sourpose were not available in time for hearings on the subject. Con- 

equently, the committee has not acted to implement the proposed 
xcess yf Speorganization. However, the plan appears to be sound and it is 
ae oped that it can be properly authorized and implemented for the 
riation 


iscal year 1955. 
} A number of bureaus of the Department have avoided the limita- 
MS st f tions placed on purchase of passenger vehicles by having a box end 
n conf Fnounted on the rear end of business coupes and counting them as 
Celine gpickup trucks. No further purchases of this type are to be made 
thos BP \ithout specific authorization. While the decision was made to dis- 
‘allow all of the 800 passenger motor vehicles requested by the Depart- 
ment before this antic came to the committee’s attention, it helps to 
support the general opinion that the entire matter of motor vehicles 


nitt needs a thorough review by the Office of the Secretary 
Ce 
mate, T 4 ha 
3 VirGIN Istanps Corpokavton 
ear 
and GRANTS 
An appropriation of $439,924 is recommended for nonrevenue 
producing activities of the Virgin Islands Corporation and to com- 
pensate for operating losses of the Corporation for the fiscal year 1953. 
duc. The committee sees no reason why it should continue to accept a 
000 deficit budget for the revenue-producing operations of the Virgin 
000 Islands Corporation and has consequently reduced the estimate by 
rens $242,076 requested to cover operating losses in the fiscal year 1955, 
ents 
oles Feperat Coat Mine Sarety Boarp or Revirw 
‘ack 
SALARIES AND EXPENSES 
The budget estimate of $75,000 has been allowed for this review 
, — ; nes 
dis- board. The board’s function is to hear and rule on appeals from 
ing orders of the Bureau of Mines looking to the closing of operating coal 
nas mines in the matter safety enforcement, as required by Public Law 552 
m- of the 82d Congress. 
90] 
LIMITATIONS AND LEGISLATIVE PROVISIONS 
The following limitations and legislative provisions not heretofore 
carried in the bill are recommended: 
Page 5, beginning in line 18, under Construction, Bureau of Land 
Management: 
i ; a ; 
% and, in addition, amounts available for operation and maintenance of such access 
' roads under the appropriation ‘‘Management of lands and resources’’ are 
v . . . . . . . . . 
it Page 6, beginning in line 10, under Administrative Provisions, Bu- 
t reau of Land Management: 
t | and operation and maintenance 
t 
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Page 19, beginning in line 20, under Surveys, Investigations, a; 
Research, Geelogical Survey: 


Not to exceed $75,000 of the unexpended balance of the funds appropriated unjp 
this heading in the Interior Department Appropriation Act, 1954, is hereby contin, 
available until expended for preparation of plans and specifications for a buildiy, 
or buildings to meet the special needs of the Geological Survey in the metropoliig 
area of Washington, D. C., subject to the enactment of lease-purchase or other autho 
izing legislation. 


+ 


Page 24, beginning in line 11, under Maintenance and Rehabjj. 
tation of Physical Facilities, National Park Service: 


; Provided, That none of the funds herein appropriated shall be used for maintenan, 
of roads, other than national parkways, outside the boundaries of national par} 
and monuments. 


f 
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HOUSE OF REPRESENTATIVES REPoRT 
No. 1461 


Id Sessvon 


PROVIDING FOR THE ADMISSIBILITY IN CERTAIN CRIM- 
INAL PROCEEDINGS OF EVIDENCE OBTAINED BY IN- 
TERCEPTION OF COMMUNICATIONS 


Aprit 1, 1954.—Referred to the House Calendar and ordered to be printed 


\ir. CrumpackeEr, from the Committee on the Judiciary, submitted 
the following 


REPORT 


[To accompany H. R. 8649] 


The Committee on the Judiciary, to whom was referred the bill 
H. R. 8649), a bill to authorize the admission into evidence in certain 
criminal proceedings of information intercepted in national security 
investigations, and for other purposes, having considered the same, 
report favorably thereon without amendment and recommend that 
the bill do pass, 
LEGISLATIVE HISTORY 


Shortly after the convening of the 83d Congress, bills were intro- 
duced relating to the subject of the interception of communications 
in the interest of national security and providing for the admission of 
such evidence in criminal proceedings in United States courts. These 
bills, H. R. 408, by Mr. Celler; H. R. 477, by Mr. Keating; H. R. 3552, 
by Mr. Walter; H. R. 5149, by Mr. Reed of Illinois; were the subject 
of hearings conducted by Subcommittee No. 3 of the Committee on 
the Judiciary on May 4 and 20 and July 8, 1953. The subcommittee 
also held a conference with the Attorney General of the United States 
on the subject matter of these bills. The bill, H. R. 477, was ordered 
reported favorably to the full committee with an amendment in the 
nature of a substitute. 

Before the full committee, Mr. Keating, the author of H. R. 477, 
and the chairman of Subcommittee No. 3 of the Committee on the 
Judiciary, proposed a new amendment to his original bill as ordered 
reported by the subcommittee. That amendment of Mr. Keating 
was also in the nature of a substitute. The full committee then 
adopted the amendment of Mr. Keating and ordered it reported 
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favorably in the form of a clean bill, H. R. 8649, which was done ir 


accordance with the directive of the Committee on the Judiciary ; ee 
F. 2 
THE NEED FOR THE LEGISLATION of A 

+} , 
In 1928, in the case of Olmstead vy. the United States (277 U.S. 428 a 
the Supreme Court of the United States, by a margin of 5 to 4, held os 
that the imtroduction of wiretap evidence neither violated ¢), re 7 
defendant’s rights against unlawful search and seizure under the the 


fourth amendment nor his rights against self-incrimination under {}y nhen 
fifth amendment. During the ensuing fe w years, bills were introduced i 
in the Congresses to prohibit the tapping of wires, but none wi 
enacted into law. 

In 1934 the Congress enacted the Federal Communications Ac; tad 


That act extended the provisions of the Radio Act of 1927 to th, I; 
telephone and telegraph and transferred jurisdiction over wire and tapp 
radio communication facilities to the newly created Federal Con divu 
munications Commission. That portion of the act which is relevant In 
to the subject matter of this legislation is found in the second provision Sup! 
of section 605 of the act which provides as follows: intel 

* * no person not being authorized by the sender shall intercept any co) evid 
munication and divulge or publish the existence, contents, substance, purport, to ol 
effect, or meaning of such intercepted communication to any person * * * of se 

The enactment of section 605 of the Communications Act raised In 
the question whether mere interception of communications by Federa S secti 
agents was prohibited. The Attorney General at that time, as well on a 
as his successors to date, except for a short period in 1940, maintained 129 
the position that what this section prohibited was both the intercep- On I 
tion and the divulgence, and the mere report of the intercepted messac Or 
to public officials by Federal enforcement agents did not constitute proh 
divulgence. tain 

The position of the De ‘partment of Justice on this point appears proc 
supported by a review of the legislative history of the act itself TI 
The debate on the bill does not disclose any comment on the questio! that 
of the admissibility or inadmissibility in evidence of data obtained }) of st 
wiretapping, nor is anything mentioned concerning the prohibition o! evid 
wiretapping. Tha’ 

In 1937, however, that provision of section 605 was subjected to its but. 
initial review before the Supreme Court of the United States in th: T 
ease of Nardone v. The United States (302 U.S. 379). There the court cony 
held that the phrase ‘‘no person’ comprehended Federal agents and tion 
that the prohibition on communication to “any person’’ barred the evid 
testimony as to the content of an intercepted message. The result loop 
of this decision was that while wiretapping itself was not banned Tl 
any evidence obtained by wiretapping could not be introduced into The 
evidence. dista 

In 1939, section 605 was again under judicial review by the Suprem: Proc 
Court and this time the Court applied the ban not only to direct wire- se 
tapping evidence, but also to evidence obtained from intercepted leads, nesse 
the so-called fruit of the poisonous tree doctrire. That ruling in the provi 
case of Nardone v. The United States (308 U.S. 338), means that any Cour 
evidence which would be otherwise admissible in evidence but which T 
was indirectly obtained as a result of an intercepted communication a ve 
cannot be used against the defendant in a criminal prosecution. The tice 
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most recent example of the result of this “fruit of the poisonous tree’ 
ruling is found in the case of The United States v. Coplon (2 Cir., 185 
F. 2d, 629, Cert. den. 342 U.S. 920 (1952)). In that case, the Court 
of Appe als of the Second Judie ‘ial Circuit reversed the conviction of 
the defendant on two grounds, one of which was that the prosecution 
had failed to prove that the taps on her wires, which were conceded 
to have been made, did not lead to any part of the evidence on which 
she was convicted and, also, that the trial court improperly limited 
the defendant’s effort to prove that her phone conversations had been 
intercepted prior to the time that the conceded interception began. 

In the same vear as the Nardone decision, 1939, the Supreme Court 
extended the ban on the admissibility into evidence to intrastate com- 
munications as well as interstate conversations (Weiss v. The United 
States, 308 U.S. 321 (1939)). 

In all of these cases, the Supreme Court has never held that wire- 
tapping by the Federal officers, in and of itself, was illegal without 

vu ilge Tce, 

“In the case of Goldstine v. The United States (316 U.S. 114), the 
Supreme Court ruled that a defendant who was not a party to an 
intercepted communication could not object to its admission in the 
evidence at his trial on the ground that such a person had no standing 
to object to the use of sue h evidence, even though it was in violation 
of section. 605. 

In other instances, the Supreme Court has ruled that the ban of 
section 605 did not apply where a dictaphone was used to eavesdrop 
on a defendant’s conversation, Goldman v. the United States (316 U.S. 
129), or where a transmitter was conce aled on the person of an agent, 
On Lee v. the United States (343 U.S. 747 (1952)) 

Over the same period of et the. Supreme Court has held that the 
prohibition contained in section 605 does not exclude evidence ob- 
tained and sought to be divulged in violation thereof i the — ; 
proceedings of States’ courts, Schwartz v. Texas (344 U.S. 199 (1952 

Therefore, as of today, the rule of evidence in the F ede ral onarins is 
that any evidence obtained either directly or indirectly in violation 
of section 605 of the Communications Act cannot be admitted into 
evidence during a trial in order to establish the guilt of the accused. 
That rule of exclusion is predicated, not on any constitutional ground, 
hut solely on the provision contained in section 605. 

The fact that the Government may possess evidence which might 
convict a defendant in a criminal trial but is prevented by the opera- 
tion of a statute from so doing, is obviously a loophole in the law of 
evidence. The only question which remains is whether or not that 
loophole should be plugged by an act of the Congress. 

The power of the Congress to plug this loophole i is unquestioned. 

The admissibility of evidence in criminal trials in the United States 
district courts is governed by rule 26 of the Federal Rules of Criminal 
Procedure. The pertinent part of that rule reads as follows: 
* * * The admissibility of evidence and the competency and privileges of wit- 
nesses should be governed, except when an act of Congress or these rules otherwise 
provide, by the principles of the common law as they may be interpreted by the 
courts of the United States in the light of reason and experience. 

The existence of wiretapping is denied by no one and that it creates 
a very serious problem is self-evident. No one denies that the prac- 
tice of wiretapping invades an individual’s privacy, but at the same 
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time no one denies the right of soe iety itself to be protected agains; 
criminals. The true solution to this problem appears to be a middle 
ground whereby the Government, through its law-enforcement agen. 
cies, may properly operate to apprehend and convict those who 
violate its laws under a procedure which will protect the rights and 
privileges of its law-abiding citizens. In the course of the hearings 
which the subcommittee held, there was practically unanimous agree 
ment that wiretapping evidence should be admitted in criminal 
prosecutions for offenses against our national security. F'roposal 
were also made to extend the scope of the legislation to include suc hy 
other crimes as kidnapping and extortion. Your committee con- 
cluded, however, that the line of demarcation between crimes ip- 
volving the national security and other violations is clearcut and 
definite and that to include crimes of other categories was not neces- 
sary at this time. 

The existence of an international conspiracy to destroy our form 
of government is so notorious that it needs no comment. The fact 
that the agents of this conspiracy are dedicated solely to the over- 
throw of our Government by force and violence and are engaged in 
the commission of such crimes as espionage, sabotage, treason, and 
other subversive crimes, is patent. The records of our criminal 
courts substantiate the accuracy of that statement. Your committee 
was informed that at the present time the Department of Justice has 
in its possession evidence obtained by interception of communicaticns 
which might well convict other spies and traitors, but which it cannot 
use at the present time because of the rule of evidence which bans its 
use. 

Another reason for limiting the operation of this bill to crimes 
involving the national security is that the type of criminal engaged 
in this work is far different from the everyday type with which o1 
law-enforcement agencies deal. Here are subversive zealots, dedi- 
cated to a cause hostile to the very existence of our Government, who 
are expertly trained to operate within the confines of our country 
in secrecy and stealth. They are equipped with the latest technologi- 
cal equipment that science can devise to further their work. Yet 
our Federal agents, in their efforts to detect and apprehend these 
conspirators, find their hands shackled by the operation of our ver) 
own law. To say that it puts them at a disadvantage is an under- 
statement. It is the opinion of the committee that this shack! 
should be removed in order that these traitors may be brought to 
the bar of justice, where the people of the United States as well as 
the defendant will receive fair and equal treatment under our form 
of American criminal jurisprudence. 

Sincere and worthy argument was also advanced against the pro 
posed legislation with regard to the procedure set forth therein. You 
committee believed that the best interests of all will be served by plac- 
ing the control of wiretapping in the hands of the Attorney General 
of the United States. Many believed that it should be deposited in 
the Federal judiciary, but after weighing all the arguments advanced, 
your committee concluded that the nature of the crimes involved and 
the operation of wiretapping itself require such a high degree of secrecy 
if it is to be successful, that any opportunity for a leak would best be 
avoided by placing it under the control of the Attorney General. 

In addition to the need for sec recy, it should be pointed out that by 
placing control in the Attorney General, uniformity will be assured 
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This is clear when one considers the several hundred Federal judges 
who could issue court orders. In addition, the Congress itself is in a 
better position to study and, if necessary, control the activities of the 
Attorney General than that of the Fe deral judiciary. Furthermore, 
your committee is of the opinion that it is more consistent that c ontrol 
be placed in the Attorney General for he is the one pr imarily responsi- 
ble for the protection of our national security; he is in the best position 
to determine the need for wiretapping and he has the responsibility of 
prosecuting for criminal violations. 

The type of crime which this legislation encompasses is not localized, 
but in most instances consists of a network reaching out over the 
length and breadth of the land. It overlaps judicial districts and 
covers many points in between. To compel the enforcement agents 
to operate in a limited geographic area while attempting to cover a 
nationwide network of crime, is not feasible. Finally, there is the 
question of the time element. Very often, speed is of the essence and 
the time consumed on obtaining a court order might well result in 
the loss of vital evidence. Your committee feels that these difficulties 
may be avoided on the one hand and the needed benefits derived 
on the other when the approval and control is in the hands of the 
Attorney General. 

By permitiing the use in future trials of evidence which had pre- 
viously been obtained with the written approval of the Attorney 
General through wiretapping, this bill will enable the Attorney Gen- 
eral to prosecute in cases where heretofore he has been denied that 
opportunity because of this rule of evidence. There was some objec- 
tion to the retroactive feature of that provision on the ground that 
it might be unconstitutional as being an ex post facto law. Your 
committee has considered that argument but has rejected it. The 
enactment of this bill will not require any less evidence to convict than 
the law required heretofore. Nor will it change the degree of evidence 
necessary. It simply alters the rule of evidence without denying 
any substantia] right that a defendant may have had prior to its 
enactment. 

In recommending favorable enactment of this bill, your committee 
feels that the best interests of all will be served. Our Nation needs 
today, more than ever, every weapon it can use to destroy those 
who seek to destroy it. The immunity which the present law gives 
to these spies and traitors in using a telephone conduit to carry 
their plans of intrigue and subversion must be stopped. In this 
recommendation the Department of Justice concurs. 


AN ANALYSIS OF THE BILL 


Section 1 provides that any information which has been obtained 
in the past or may be obtained in the future, either directly or indi- 
rectly, through the interception of a wire or radio communication, by 
the Federal Bureau of Investigation or any of the specified intelligence 
services of our Armed Forces, shall be admitted into evidence in cer- 
tain criminal proceedings if the interception had been authorized by the 
the express written approval of the Attorney General and the evi- 
dence was obtained during the course of an investigation involving 
the national security or the defense of the United States by such 
crimes as treason, sabotage, espionage, sedition, seditious conspiracy, 
violations of chapter 115, title 18, of the United States Code, viola- 











6 PROVIDE FOR THE ADMISSIBILITY OF CERTAIN EVIDENCE 


tions of the Internal Security Act, violations of the Atomic Energy 
Act, and any conspiracy involving those crimes. Moreover, it fy; 
ther provides that the provisions of section 605 shall not prevent its 
admission, if admissible under the other rules of evidence. It furthe, 
provides that evidence obtained in this manner can be admitted in th, 
United States courts in criminal cases only which involve any of thy 
specified crimes heretofore mentioned. 

Section 2 of the bill prohibits any person from divulging or publish- 
ing or using in any manner the existence, contents, substance, or thy 
meaning of any information which had been obtained pursuant to se 
tion 1 of the act for any purpose other than for the use specified j 
section 1, that use, of course, being as evidence in a criminal proceed. 
ing involving any of the specified cases in a United States court 

Section 3 is a criminal section and provides that one who willful 
and knowingly violates the provisions of this act is subject to a $5,000 
fine or imprisonment for not more than 1 year and a day, or both 

Section 4 provides an authorization whereby all those carriers sub- 
ject to the Communications Act of 1934 are to permit the interception 
and disclosure as authorized by this act. 

Since the enactment of this bill will not amend any existing lay 
there is no need for the application of clause 3 of rule XIII ef thy 
House of Representatives. There is set forth, however, the full tex: 
of section 605 of the Communications Act of 1934: 


Section 605. UNautuorirzep PuRLICATION OR USE oF COMMUNICATION 


No person receiving or assisting in receiving, or transmitting, or assisting i! 
transmitting, any interstate or foreign communication by wire or radio shall 
divulge or publish the existence, contents, substance, purport, effect, or meaning 
thereof, except through authorized channels of transmission or reception, to ai 
person other than the addressee, his agent, or attorney, or to a person employed 
or authorized to forward such communication to its destination, or to proper 
accounting or distributing officers of the various communicating centers over 
which the communication may be passed, or to the master of a ship under who: 
he is serving, or in response to a subpena issued by a court of competent juri 
diction, or on devnand of other lawful authority; and no person not being author- 
ized by the sender shall intercept any communication and divulge or publish t! 
existence, contents, substance, purport, effect, or meaning of such intercepted 
communication to any person; and no person not being entitled thereto sha 
receive or assist in receiving any interstate or foreign communication by wire or 
radio and use the same or any information therein contained for his own benef 
or for the benefit of another not entitled thereto; and no person having received 
such intercepted communication or having become acquainted with the contents 
substance, purport, effect, or meaning of the same or any part thereof, knowing 
that such information was so obtained, shall divulge or publish the existenc: 
contents, substance, purport, effect, or meaning of the same or any part thereof 
or use the same or any information therein contained for his own benefit or for 
the benefit of another not entitled thereto: Provided, That this section shall not 
apply to the receiving, divulging, publishing, or utilizing the contents of an 
radio communication broadcast, or transmitted by amateurs or others for t! 
use of the general public, or relating to ships in distress (June 19, 1934, ch. 652 
sec. 605, 48 Stat. 1103). 


Since the views of the interested departments are contained in the 
printed testimony and the reports submitted and included therein, 
they are not printed with this report. It should be noted, however, 
that, as heretofore stated, the Department of Justice recommends 
favorable enactment of the bill. The Federal Communications Com- 
mission in its testimony and report on all the bills considered, took a 
neutral position, neither favoring or opposing the pending legislation 
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CONSIDERATION OF H. R; 8649 


ApriL 2, 1954.—Referred to the House Calendar and ordered to be printed 


Mr. ALLEN of Illinois, from the Committee on Rules, submitted the 
following 


REPORT 
[To accompany H. Res. 492] 


The Committee on Rules, having had under consideration House 
Resolution 492, reports the same to the House with the recommenda- 
tion that the resolution do pass. 
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\UTHORIZING THE SALE OF CERTAIN LAND IN ALASKA 
TO THE ALASKA EVANGELIZATION SOCIETY, OF LEVE- 
LOCK, ALASKA, FOR MISSIONARY PURPOSES 


2, 1954.—Committed to the Committee of the Whole House and ordered 
to be printed 


\ir. Mituer of Nebraska, from the Committee on Interior and 
Insular Affairs, submitted the following 


REPORT 
[To accompany H. R. 2010} 


The Committee on Interior and Insular Affairs, to whom was re- 
ferred the bill (H. R. 2010) to authorize the sale of certain land in 
\laska to the Alaska Evangelization Society, of Levelock, Alaska, 
for missionary purposes, having considered the same, report favorably 
thereon with amendments and recommend that the bill do pass. 

The amendments are as follows: 

Page 2, line 18, strike the words “of not less than $1.25 per acre,”’. 

Page 2, line 19, strike the word ‘“‘Interior:’’ and insert in lieu thereof 
the words “Interior at not less than $1.25 per acre, if the society makes 
the total payment due within five years after notification by the 
Secretary of the amount due:” 

Page 2, line 21, change the colon to a period and strike the balance 
of the bill. 

EXPLANATION OF THE BILL 


H. R. 2010 would authorize the sale of approximately 3 acres of 
public land in Alaska to the Alaska Evangelization Society, of Leve- 
lock, Alaska, for missionary purposes. The sales price would be the 
appraised value of the land but not less than $1.25 per acre. 

The Department of the Interior advises that the land covered by this 
bill is located in southwestern Alaska, near Bristol Bay, and is unappro- 
priated and unreserved public land. In its report the Department 
states that there appears to be no Federal need for the land and offers 
no objection to the proposed sale to the Alaska Evangelization 


Society. 
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The committee has amended the bill at the suggestion of the Depart. rece! 
ment to provide that payment must be made within 5 years after th, ' 


society is notified by the Secretary of the Interior of the amount diy sn 
The committee also has amended the bill by deleting the reservation of 
minerals to the United States inasmuch as there are no known miner] 
deposits in the area. Ki 
The Department’s report, together with a letter from the Alaska by t 


Evangelization Society, is set forth below in full: 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY 
Washington 25, D. C., March 11, 19 
Hon. A. L. Miner, 
Chairman, Committee on Interior and Insular Affairs, 
House of Represe ntatives, Washington 25, D. C. 


My Dear Dr. Miturr: This is in reply to the request of your committee for 
a report on H. R. 2010, a bill to authorize the sale of certain land in Alaska ¢ 
the Akaska Evangelization Society, of Levelock, Alaska, for missionary purpx 

I have no objection to the enactment of this bill, if amended as suggest: 
this report 

H. R. 2010 would direct the Secretary of the Interior to convey to the Al 
Evangelization Society for missionary purposes a tract of unsurveyed public la 
described as situated on the westerly bank of Kvichak River and lying 
United States Survey 2444 and United States Survey 914, containing approx 
mately 3 acres. This land is in southwestern Alaska, near Bristol Ba Our 
records indicate that the tract is unappropriated and unreserved public lar 

There appears to be no Federal program for the use of this area and therefor 
no reason why the lands should not be disposed of to the Alaska Evang 
Society as proposed by H. R. 2)10. There is enclosed a copy of a letter dated 
October 12, 1953, describing the organization and purposes of the society 

H. R. 2010 provides that the tract shall be sold at its reasonable appraised p 
but not less than $1.25 per acre. Since that tract is unsurveyed, the bill 
he amended to include the cost of survey in the price to be paid by the sox 
and to give the society 5 vears after notification of the price to make the requir 
payment | therefore recommend that section 2 of the bill be amended 
serting at page 2, line 19, immediately preceding the first proviso, the follow 
“plus the cost of survey if the society makes the total payment due within f 
years after notification by the Secretary of the amount due’’. 

The Bureau of the Budget has advised that there is no objection to th 
mission of this report to your committee. 

Sincerely yours, 


OrME Lewis 
Assistant Secretary of the Interior 


LEVELOCK, ALASKA, Oclober 12, 198 
Lowe. M, Pucker, 
Bureau of Land VManaae ment, 
Anchorage, Alaska. 

Dear Srrs: Your letter to the Alaska Evangelization Society arrived in last 
mail and this is my first opportunity to answer and give you the informat 
desired. I represent this society in this village but you can also write furt! 

Dr. W. E. Pietsch, Box 508, Waterloo, Iowa, if necessary. I am enclosing a 


copy letter that Delegate Bartlett forwarded on to me after hearing from our 
Waterloo office. It states that our society was incorporated in Oregon. We 


have had missionaries in this territory of Alaska for many years and our purpos 
quite well covered in the name, ‘‘Evangelize’”’ and to put it more plain ‘‘giving 
the Word of God, the Bible,” bringing people to their saving knowledge of Chris! 
and establishing a definite or more permanent location in this Alaskan villa 
As to improvements on the land, there is only the house which is in need of son 
improvements and remodeling to some extent to serve as our chapel and living 
quarters, and also fix up the well for water. There used to be one in use but not 
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ent years. At the present time that is all the information I can give in respect 
provements. 
[rusting that this gives you the information needed, and thanking you for vour 
forts in our behalf, I am, 
Sincerely yours, 
GLADYS ERDMANN. 


Enactment of H. R. 2010 as amended is unanimously recommended 
by the Committee on Interior and Insular Affairs. 


‘™~ 
-/ 











APR 


refe 
ren 
of n 
the 


1 
to | 
reg 
cost 
bee 
Sim 
wit! 
Lavy 
veh 
the 

h 
twe 
larg 
the 
pri 
Dey 
of 1 


The 


con 
not 





CARY 
83p CONGRESS HOUSE OF REPRESENTATIVES REPORT 
No. 1464 


9d Session 





READJUSTMENT OF COMPENSATION OF MAIL- 
MESSENGER CONTRACTS 


ApriL 2, 1954.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 


Mr. Gross, from the Committee on Post Office and Civil Service, 
submitted the following 


REPORT 


[To accompany H. R. 2263] 


The Committee on Post Office and Civil Service, to whom was 
referred the bill (H. R. 2263) to authorize the Postmaster General to 
readjust the compensation of holders of contracts for the performance 
of mail-messenger service, having considered the same, report favorably 
thereon without amendment and recommend that the bill do pass. 


STATEMENT 


This legislation authorizes the Postmaster General in his discretion 
to readjust compensation for mail-messenger contracts, under such 
regulations as he may issue, on account of increased or decreased 
costs incurred by the contractors which could not reasonably have 
been foreseen when the original contract prices were agreed upon. 
Similar authority was contained in Public Law 669, 80th Congress, 
with respect to compensation of star-route contractors, and in Public 
Law 262, 82d Congress, with respect to compensation of screen- 
vehicle contractors. This authority has been used very carefully in 
the interest of equity as well as for the general public benefit. 

Mail-messenger contracts provide for transportation of mail be- 
tween railway depots or airports and post offices. In most of the 
larger cities this service is performed by the Motor Vehicle Service of 
the Post Office Department, while the mail-messenger contract is used 
primarily in smaller places. According to testimony of Post Office 
Department. representatives, there are 12,615 mail-messenger routes, 
of which approximately 10,000 are in amounts under $2,000 per year. 
These contracts are awarded competitively and are “open-end” 
contracts; that is, each contract continues until one of the parties gives 
notice of intent to discontinue, whereupon the contract is readvertised. 
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2 READJUST COMPENSATION OF MAIL-MESSENGER CONTRACTS 

Consistent with his policy of securing all practicable economies 
postal operations, the Postmaster General has authorized a surye, 
these mail-messenger contracts. It was found that some of thes 
contracts require carrying mail for distances as short as 50 feet be. 
tween post office and railway depot, while others are for some 
longer distances. Often there is very little mail to handle so t] 
can be carried by hand without any hardship, though in some cases 
volume may be greater, particularly in rush periods such as the C] 
mas season 

These facts all were taken into consideration in evaluating result 
the postal mail-messenger survey. On the basis thereof contract 
mail-messenger service have been discontinued in a number of insta; 
where the circumstances do not warrant the expenditure of pu 
funds. They are being continued, however, on an individual 
where necessary to prevent hardship, and assurance was given that t| 
policy will be continued. The Post Office Department gav 
committee a number of examples of such situations, and the « 
mittee is fully satisfied that no inequities will be caused by 
program. 

In some cases considerable additional cost is being incurred 
mail-messenger contractors which equitably justifies an increas 
their contract prices. In other cases downward adjustments in cor 
pensation would be acceptable to the contractors because of decreas: 
volume. Regardless of the situation, these contract prices cannot 
be readjusted under present law. To do that it would be necessar 
to cancel out the existing contract, possibly thereby losing a loy: 
experienced employee who often has given long and faithful servi 
and open the contract to competitive bidding which may reach cut- 
throat proportions. From a public interest standpoint, this at times 
would be undesirable since the mail service might suffer by sub- 
stitution of a new, inexperienced, and possibly less trustworthy an 
loyal individual for the old contractor. Obviously, this would n 
justify a minor saving in the amount of the contract price. 

In the committee’s judgment, the Postmaster General should hay 
authority to readjust these contract prices and retain his good con- 
tract employees. 

This legislation will authorize the Postmaster General to take car 
of this situation, which as pointed out above parallels that involving 
star route and screen vehicle contracts. Since both increases an 
decreases in compensation will be authorized, it is not possible to 
estimate the cost or saving which will result from enactment thereof 

The reports of the Acting Postmaster General and of the Bureau 
of the Budget approving this legislation follow: 

OFFICE OF THE POSTMASTER GENERAL, 
Washington 25, D. C., July 6, 19538 
Hon. Epwarp H. Ress, 
Chairman, Committee on Post Office and Civil Service, 
House of Representatives. 

Dear Mr. CuHarrmMan: Reference is made to your request for a report 
H. R. 2263, a bill to authorize the Postmaster General to readjust the compensa- 
tion of holders of contracts for the performance of mail-messenger service 

This measure would permit the Postmaster General to make adjustments 
either upward or downward, in the compensation of the holder of any contract 
for the performance of mail-messenger service on account of increased or decreased 
costs occasioned by changed conditions which could not reasonably have bee 
anticipated at the time such contract was made. The Postmaster General 
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READJUST COMPENSATION OF MAIL-MESSENGER CONTRACTS 


» to do this at present under existing statutes. It is l 
advantageous to the Departmer t and its enactment is recom 
will be possible to adjust the contracts downward, as 1 
possible to estimate the cost or savings to the Departme 
iit from the enactment of this measure 
The Bureau of the Budget has advised that there would be 1 
ibmission of this re port to the committee 
Sincerely yours 


EXECUTIVE OFFICE OF THE PREsI 
Bur! 
Was! ngto 
Epwarp H. REgs, 
Chairman, Committee on Post Office 
House of Re presentatives, 


213-215 Old House Office 


Dear. Mr. CuarrMan: Reference is made your letter of Feb 
inviting the Bureau of the Budget to comment on H. R. 2263 
ze the Postmaster General to readjust the compensation of 
acts for the performance of mail-messenger service 
der existing law, mail-messenger service contracts run for an indefinite 
d of time and may be terminated by either party. The proposed legisla- 
ould authorize the Postmaster General to readjust upward or downward 
e compensation of holders of such contracts to reflect changes in operating 
and eonditions not foreseeable at the time the contract was executed, which 
ie is unable to do under existing statutes 
Similar authority has previously been give n the Postmaster Gene ral regarding 
star route and screen vehicle contractors and tow been found desirable in that it 
as resulted in a reduction in turnover and in better service. It is believed that 
ts extension to the mail-messenger service should produce similar benefits 
This Office would have no objection to the enactment of this measure. 
Sincerely yours, 
ROWLAND Huaues, Assistant Director. 


CHANGES IN, EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as in- 
troduced, are shown as follows (existing law proposed to be omitted 
is enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is adidas is shown in roman) 


Act oF Marcu 3, 1887 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That the P ‘ostmaster General be, and he is hereby, 
authorized to employ such mail-messenger service as may be necessary for the 
carriage of the mails in connection with railroad and steamboat service, transfer 
service between depots, over bridges or ferries, between post-affices, post-offices 
and branch offices or stations, in cases where by the laws and regulations of the 
Post-Office Department, railroad companies, steamboat companies, and the masters 
of vessels are not required to deliver into and take from the post-offices the mails 
varried on their lines or vessels. 

The Postmaster General may, in his discretion and under such regulations as he 
may prescribe, readjust the compensation of the holder of any contract for the perform- 
ance of matl-me ssenger service on accor unt of increase d or decre ased costs occasioned 
hy changed conditions which could not reasonably have been anti pe uted at the time 
such contract was made. 
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AUTHORIZING THE SECRETARY OF THE INTERIOR TO PURCHASE 
IMPROVEMENTS OR PAY DAMAGES FOR REMOVAL OF IMPROVE- 
MENTS LOCATED ON PUBLIC LANDS OF THE UNITED STATES IN 
THE PALISADES PROJECT AREA, PALISADES RECLAMATION 
PROJECT, IDAHO 


Apri 2, 1954.—Committed to the Committee of the Whole House on the state 
of the Union and ordered to be printed 


Mr. MiuuerR of Nebraska, from the Committee on Interior and 
Insular Affairs, submitted the following 


REPORT 


[To accompany H. R. 6786] 


The Committee on Interior and Insular Affairs, to whom was 
referred the bill (H. R. 6786) authorizing the Secretary of the Interior 
to purchase improvements or pay damages for removal of improve- 
ments located on public lands of the United States in the Palisades 
project area, Palisades reclamation project, Idaho, having considered 
the same, report favorably thereon with amendment and recommend 
that the bill do pass. 

The amendment is as follows: 

Strike all after the enacting clause and insert in lieu thereof the 
following: 

That the Secretary of the Interior is authorized and directed to pay, out of any 
moneys appropriated for the construction of the Palisades project, Idaho, as the 
purchase price for certain improvements located on public lands of the United 
States within the boundaries of said on ge or as damages for the removal of 
such improvements therefrom: to Lloyd William Schofield and Anna Maria 
Schofield, not to exceed the sum of $400.00, for a summer home owned by said 


parties; and to Henry Hill, not to exceed the sum of $3,000.00, for a house owned 
by him. 


PURPOSE OF THE BILL 


The purpose of this bill, as amended, is to authorize the Secretary 
of the Interior to make payment in two specific cases to persons who, 
in good faith, placed improvements on Government lands which will 
be inundated by the Palisades Reservoir, now under construction by 
the Bureau of Reclamation. As introduced, the bill was general in 
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nature. Upon advice from the Department that there were only 
two cases involved, the bill was amended to so limit it. 

One case involves a summer cottage owned by Lloyd William 
Schofield and Anna Maria Schofield, which was constructed in the 
Caribou National Forest by virtue of a special-use permit. The 
special-use permit inadvertently did not contain the usual condition 
that the permit could be terminated at the discretion of the regional] 
forester. Nevertheless, the regional forester has ruled that the permit 
was considered a nontransferable, terminable special-use permit and 
that the Schofield’s had only a revokable license to use the land covered 
by the permit. On this basis, the Bureau of Reclamation could not 
make payment for the cottage which has an appraised value of $400, 

The other case involves a house owned by Henry Hill, having an 
appraised value of $3,000. The Bureau of, Reclamation could not 
make payment to Mr. Hill for this house because it was discovered 
that due to an inaccurate survey, Mr. Hill’s house was on Forest 
Service land rather than on his own land. The inaccurate survey 
was attributed to a Forest Service ranger, whose advice Mr. Hill 
sought at the time he built the house. 

In both of these cases, the circumstances are such that it appears 
appropriate, in the interest of good public relations and fairness to 
the parties involved, for the Government to make payments in the 
amounts indicated. 

lt will be noted that the payments provided for are expressed in 
terms of “not to exceed the sum of * * * Such language consti- 
tutes a directive to the Secretary of the Interior to pay actual damages 
(in the case of removal), or appraised value (if the improvements are 
purchased)—in either case not to exceed the sums of $400 and $3,000 
respectively. 

Further information is carried in the favorable report of the Depart- 
ment of the Interior, which is set forth below: 

Di PARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., February 12, 195 
Hon. A. L. MILuer, 
Chairman, Committee on Interior and Insular Affairs, 
Ilouse of Representatives, 
Washington, D. C. 


My Dear Dr. MitierR: You he,ve requested 9, report from this Departme 


on H. R. 6786, s, bill suthorizing the Secretsry of the Interior to purchese improv 
ments or pay demsges for removes of improvements locsted on publie lends of 
the United States in the Pelisedes project ares, Psliszdes reclametion project 
Idzho. 

Knactment of this bill would s.uthorize the Secretary of the Interior to m 
psyment to persons who, in good faith, placed improvements on Governm« 
lauds which will be inundsted by the Pslisedes Reservoir, now under construct 
by the Buresu of Reclamation. The esses thet will be covered by this bill, if 
is ene.cted, will be few. At present, only two sre known. An outline of these two 
cases will ms.ke clesr the cireumstsnees in which the bill will operate. 


In one esse now pending, the improvement involved is » summer home ow 
by Lloyd Willizm Schofield and Anne, Marie, Comfort Schofield. They occupi 
the ground on which the summer home wss locs.ted by virtue of 9 specie 
permit executed by the :cting forest supervisor of the Csribou Nations Forest 
on November 10, 1941, end renewed for the year 1952 by the remittance of $5 to 
the Forest Service, receipt for which is dsted Jenusary 3, 1952. The Schofields 
egreed with the Buresu of Reclemstion officiel excquiring land for the Ps.lisedes 
project to secept $400, the epprsised velue of the building. At the request of the 
Schofields, the Forest Service hss termins.ted the permit. This terminstion wes 
requested inasmuch as Mr. end Mrs. Schofield had executed a contract of sale of 
the building to the Bureau of Reclamation on February 2, 1952. 
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The local officials of the Bureau of Reclamation realized the problem of making 
avment to the Schofields when their improvements were located on Govern- 
ent ground. The issue was confused, however, by the fact that in the special- 
se permit as originally executed by the Forest Service an article providing, among 
othe r things, that the permit should terminate upon breach of any of the conditions 
herein “or at the discretion of the regional forester or the forester” was deleted. 
Bureau’s regional office in Boise, Idaho, after requesting information con- 
erning this deletion, was informed by the regional forester of the intermountain 
region of the Forest Service at Ogden, Utah, that no legal authority existed for 
his deletion and that it could only be considered an act of inadvertence. The 
gional forester also stated that, while it was in effect, the permit was considered 
to be a nontransferable, terminable, special-use permit. This being the case, the 
Schofields had only a revocable license to use the land covered by the permit. 
seems altogether likely, however, that, except for the construction of the 
Palisades Dam and Reservoir, the Schofields would have continued to retain their 
mmer home and could have recovered its sale value over the years as in the case 

f other homes in national forests. ; 

The second case is that of a log house owned by Henry Hill. Mr. Hill owned 
inds adjacent to the dam site which were bought by the Government in 1949 
for the sum of $33,500. This sum did not include the value of his home which 
as never been appraised. The house had been built close to what had been 
supposed to be the lot line, but when the land was surveyed prior to acquisition 
by the Burean of Reclamation, it was found that his home extended 6 to 10 feet 
nto the Forest Service land. The earlier survey had been incorrect. Mr. Hiil’s 
ome is of log construction, in fair condition, and served as adequate living quar- 
ters until the acquisition of the land in 1949. This building is located near the 
lam site and has an appraised value of $3,000. 

\t the time Mr. Hill built his log house, he thought he was constructing it 
ipon his own land. According to him, prior to building this house, he asked a 

rest Service ranger to check the boundary line between the Forest Service land 
ind hisown. Mr. Hill states that this Forest Service ranger “chained a distance 
from some point out in the field’? and established the western line of the Hill 
roperty. A transit was not used in this work. On the basis of that information, 
Mr. Hill constructed the home on his property. Subsequently the surveys 
arried out by the construction engineer of the Palisades project established the 
ict that his house was outside the limits of the Hill property. When the property 
vas appraised on August 26, 1948, Mr. Hill was present and was informed that 
the house was not located on his property and, therefore, the Bureau of Reclama- 

mn could not appraise it or pay for it. Under the Idaho Code (See 55 101) the 
lilding is considered to be a part of the land upon which it is affixed rhe 
tter had previously been discussed with Mr. Hill, and he unders tood the cir- 
imstances and raised no objection. 

In both of these cases, the circumstances are such that it would not be out of 
rder for the Government to make payments in the amounts indicated. Whether 
uny other such cases will turn up in the course of acquiring lands for the Palisades 
Reservoir is not certain. It is clear, however, that there will, at most, be very 
few of them and that they are unlikely to involve substantial sums. 

In view of the above, this De partment makes no objection to the enactment of 
H. R. 6786. 

The » Bureau of the Budget has advised that there would be no objection to the 
submission of this report to your committee. 

Sincerely yours, 
Orme Lewis, 
Assistant Secretary of the Interior. 


EKnactment of H. R. 6786, as amended, is unanimously recommended 
by the Committee on Interior and Insular Affairs. 


C 
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DISPOSITION OF SUNDRY PAPERS 


ApRIL 2, 1954.—Ordered to be printed 


Mr. Bisnop, from the Joint Committee on Disposition of Executive 
Papers, submitted the following 


REPORT 


[Pursuant to 57 Stat. 380 and 59 Stat. 434} 


The joint select committee of the Senate and House of Representa- 
tives, appointed on the part of the Senate and House of Representa- 
tives and acting in compliance with the provisions of the act approved 
July 7,1943 (57. Stat. 380), as-amended by the act approved July 6, 
1945 (59 Stat. 434), respectfully reports to the Senate and House of 
Repressaitadlivin that it has received and examined the report of the 
Archivist of the United States No. 54-8, dated February 25, 1954, to 
the 83d Congress, 2d session, submitting the following lists or schedules 
covering records proposed for disposal by the Government agencies 
indicated: 


Job No. | Agency by which submitted Job No. Agency by which submitted 


Department of the Army. 
Departinent of the Air Force 
Department of the Army. 
Department of Labor. 
Department of the Army. 
Department of the Interior. 
Do. 
Tennessee Valley Authority. 
Do. 
Department of the Air Force. 
Department of the Interior 
Department of Agriculture. 
Department of the Interior. 
0. Do 
Department of the Army. -76 General Services Administration . 
Do. III-NIR-69. ; Do 
Do. ILI-N W R-107 Do 
Department of the Air Force. 


II-NNA-791.. Department of Agriculture 
II-NNA-808_ . Do. 

II-NNA-S6_...| Department of the Navy. 
II-NNA-866_. Department of the Army. 
II-NNA-911_..__| Do. 

II-NNA-918.. Do. 

II-NNA-919_. Do. 

II-N NA-930. - Department of the Air Force. 
II-NNA-932_. Department of the Army. 
II-N NA-933_. Do. 

II-NN A-934.- Do. 

II-NN A-935._. Do. 

II-N N A-937_. Department of the Air Force. 
II- NNA- 940. ._.| 
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2 DISPOSITION OF SUNDRY PAPERS 


Your committee reports that the records proposed for disposal jn 
the said lists or schedules reported by the Archivist of the United 
States do not, or will not after the lapse of the period specified, haye 
sufficient administrative, legal, research, or other value to warrant 
their continued preservation by the Government and recommends 
that their disposal be accomplished subject to the proviso of section § 
and the provisions of section 9 of the above-mentioned act, as amended, 

Respectfully submitted to the Senate and House of Representatives, 


C. W. Bisnop, 
Epwarp A. GARMATZ, 


Members on the Part of the House. 


FRANK CARLSON, 
Our D. Joxnnston, 
Members on the Part of the Senate. 


O 
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DISPOSITION OF SUNDRY PAPERS 


Aprit 2, 1954.—Ordered to be printed 


Mr. Bisuop, from the Joint Committee on Disposition of Executive 
Papers, submitted the following 


REPORT 


(Pursuant to 57 Stat. 380 and 59 Stat. 434] 


The joint select committee of the Senate and House of Representa- 


tives, appointed on the part of the Senate and House of Represent- 
atives and acting in compliance with the provisions of the act approved 
July 7, 1943 (57 Stat. 380), as amended by the act approved July 6, 
1945 (59 Stat. 434), respectfully reports to the Senate and House of 
Representatives that it has received and examined the report of the 
Archivist of the United States No. 54-9, dated March 11, 1954, to the 
83d Congress, 2d session, submitting the following lists or schedules 
covering records proposed for disposal by the Government agencies 
indicated : 


lob No. Agency by which submitted No. Agency by which submitted 


. Department of the Navy Foreign Operations Administra 

923 Housing and Home Finance tion 
Agency. yA-1012 Department of Justice 

927 . Department of the Navy {NA-1013 Post Office Department 
O41. General Services Administration YN A-1019 Farm Credit Administration 
946. Department of the Army yA-1023 U. 8. Atomic Energy Commis- 
-970.. Department of the Air Force sion 
975. . Department of the Army : 1027 Department of the Army 
O77. . Do 1NA-1030...| Post Office Department 
O84. Do TAV-6i General Services Administration 
A-O85_- Do. y a) Do 
IIl-N NA-997 Do tN R-87 Do 
II-NNA-1002 Do INR Do 
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Z DISPOSITION OF SUNDRY PAPERS 


yur committee reports that the records proposed for disposal in 
he said lists or sehedules reported by the Archivist of the United 
States do not, or will not after the lapse of the period specified, have 
sufficient administrative, legal, research, or other value to warrant 
their continued preservation by the Government and recommends 
that their disposal be accomplished subject to the proy iso of section 
ind the provisions of section 9 of the aforementioned act, as amended 


Respectfully submitted to the Senate and House of Representati 


C. W. Bisnop, 
Epwarp A. GARMATZ, 
Members on the Part of the Hous 


FRANK CARLSON, 
Ouin D. JouHNstTon, 
Members on the Part of the Senate 
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Aprit 2, 1954.—Ordered to be printed 


Mr. Bisuop, from the Joint Committee on Disposition of Executive 
Papers, submitted the following 


REPORT 


(Pursuant to 57 Stat. 380 and 59 Stat. 434] 


The joint select committee of the Senate and House of Representa- 
tives, appointed on the part of the Senate and House of Represent- 
atives and acting in compliance with the provisions of the act approved 
July 7, 1943 (57 Stat. 380), as amended by the act approved July 6 
1945 (59 Stat. 434), respectfully reports to the Senate and House of 
Representatives that it has received and examined the report of the 
Archivist of the United States No. 54-10, dated March 24, 1954, to the 
83d Congress, 2d session, submitting the following lists or schedules 
covering records proposed for disposal by the Government agencies 
indicated : 


Job No. | Agency by which submitted Job No Agency by which submitted 
| 


1042 Farm Credit Administration 

1043 Do. 

1044 General Services Administration 

1048 Post Office Department 

-1049 Do. 

1050_ Do. 

1051 Department of the Arn 

II- "N NA-1018_..| Department of the Air Force 1053 Department of State 
~1028_ Department of the Army 1069_. | General Services Administration, 
- 1029. . Do National Archives and Records 

vA- 1034...) Department of State Service (general schedule 

-1085___| Do. 1070 Do. 
-1039___| Department of the Army 1071. General Services Administration, 
~1041. Post Office Department 48 j Do 


II-NN A-869_ _ Housing and Home Finance 
Agericy. 

II-NN A-874_. Do. 

II-NN A-969__ Do 

II-NN A-982__ Department of Commerce 

II-NN A-1014___| Department of the Army. 

II-NNA- 1016 Do. 
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7 DISPOSITION OF SUNDRY PAPERS 


Your committee reports that the records proposed for disposal jy 
the said lists or schedules reported by the Archivist of the United 
States do not, or will not after the lapse of the period specified, haye 
sufficient administrative, legal, research, or other value to warrant 
their continued preservation by the Government and recommends 
that their disposal be accomplished subject to the proviso of section § 
and the provisions of section 9 of the aforementioned act, as amended, 

Respectfully submitted to the Senate and House of Representatives, 


C. W. Bisnop, 
Epwarp A. GARMATzZ, 
Members on the Part of the House. 


FraNK CARLSON, 
Ouin D. Jounston, 
Members on the Part of the Senate. 
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MAKING AN ADDITIONAL APPROPRIATION FOR THE 
DEPARTMENT OF LABOR 


Aprix 2, 1954.—Ordered to be printed 


Mr. Bussey, from the committee of conference, submitted the 
following 


CONFERENCE REPORT 


[To accompany H. J. Res. 461] 


The committee of conference on the disagreeing votes of the two 
Houses on the amendment of the Senate to the joint resolution 
(H. J. Res. 461) making an additional appropriation for the Depart- 
ment of Labor for the fiscal year ending June 30, 1954, and for other 
purposes, having met, after full and free conference, have agreed to 
recommend and do recommend to their respective Houses as follows: 

That the Senate recede from its amendment numbered 1. 

Frep E. Bussey, 

Hamer H. Bunge, 

JOHN TABER, 

Joun E. Focarry, 
Managers on the Part of the House. 

StyLes Bripages, 

Homer Frrcauson, 

Guy Corpon, 

Cart Haypen, 

Ricuarp B. RussgE.u, 
Managers on the Part of the Senate. 





STATEMENT OF THE MANAGERS ON§THE PART,OF THE HOUSE 


The managers on the part of the House at the conference on the 
disagreeing votes of the two Houses on the amendment of the Senate 
to the joint resolution (H. J. Res. 461) making an additional appropria- 
tion for the Department of Labor for the fiscal year 1954, submit the 
following statement in explanation of the effect of the action agreed 
upon and recommended in the accompanying conference report as to 
such amendment, namely: 


DEPARTMENT OF LABOR 
BUREAT OF EMPLOYMENT SECURITY 


Amendment No. 1: Appropriates $478,000 as proposed by the 
louse instead of $542,000 as proposed by the Senate, for the Mexican 
farm labor program. 

In view of the Comptroller General’s decision (B-119354, dated 
April 1, 1954), which provides that the cost of medical examinations 
may be charged to the employers of Mexican agricultural workers 
rather than to this appropriation, the conferees are in agreement that 
the funds allowed will be more than sufficient to permit the opening 
and operation of the additional station at Hidalgo. Furthermore, the 
conferees suggest that the Bureau of the Budget review the program 
with the idea of impounding any funds that may be in excess of mini- 
mum requirements in view of the above-mentioned decision and the 
relatively short period remaining in the fiscal year 1954. 

Krep E. Bussey, 

Hamer H. Bupae, 

JOHN TABER, 

JoHN E. Focarry, 
Managers on the Part of the House. 


O 
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/ Nession / 


MRS. ROSA O. SHANNON, WIDOW OF HENRY C. SHANNON. 
LATE AN EMPLOYEE OF THE HOUSE OF REPRESENTA- 
TIVES 


Mr. LeCompte, f: I Committee on House Administration, 


ted the following 


REPORT 


H. R 


The Committee on House Administration, to whom was referred 
the resolution (H. Res. 490) for the relief of Mrs. Rosa O. Shannon, 
widow of Henry C. Shannon, late an employee of the House of Repre- 
sentatives, having considered the same, report favorably thereon 
without amendment and recommend that the resolution do pass 











IBRAK I 
REPRESEN’ REPoR1 
No. 1471 


THORIZING THE EXPENDITURE OF CERTAIN FUNDS 
‘OR THE EXPENSES OF THE SPECIAL COMMITTEE TO 
INVESTIGATE TAX-EXEMPT FOUNDATIONS 


ar 
iT 


LeCompte, from the Committee on House 
mitted the following 


\dministration, sube 


REPORT 


H. Re 


The Committee on House Administration to whom was referred 
the resolution (H. Res. 433) to authorize the expenditure of certain 
funds for the expenses of the Special Committee to Investigate Tax- 
exempt Foundations, having considered the same, report favorably 


thereon with an amendment and recommend that the reso'ution as 
amended, do pass. 


The amendment is as follows: 
Line 5, strike out $120,000” and insert ‘$65,000’. 
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Id Nession \ No. 1472 


ADVANCE SEED CO. OF PHOENIX, ARIZ. 


Committed to the Committee of the Whole House and ordered 
to be printed 


Jonas of Illinois, from the Committee on the Judiciary, subimitted 
the following 


REPORT 
[To accompany 3. 364] 


The Committee on the Judiciary, to whom was referred the bill 
S. 364) for the relief of Advance Seed Co. of Phoenix, Ariz., having 
considered the same, report favorably thereon without amendment 
and recommend that the bill do pass. 

The purpose of the proposed legislation is to authorize and direct 
the Secretary of the Treasury to pay the sum of $4,906.22 to the 
Advance Seed Co., of Phoenix, Ariz. Such sum represents reim- 
bursement of overassessment of duties in connection with the impor- 
tation of cloverseed. 

STATEMENT 


The collector of customs at Nogales, Ariz., acting under section 
763 of the Federal Seed Act (19 U.S. C. 407), assessed the shipments 
of cloverseed imported by the Advance Seed Co. at the rate of 2 cents 
per pound between June 21 and September 4, 1951. However, it 
appears that prior to the entries involved, the rate on cloverseed had 
been modified to 1 cent per pound in accordance with the provisions 
of the act. 

The information as to this modification in rate had not been trans- 
mitted to the collector of customs and consequently he used the old 
rate. The Advance Seed Co. had no information as to the new rate 
until sometime in April 1952 when they immediately applied to the 
Treasury Department for information and then filed an application 
for refund. 

This bill would permit a refund to the Advance Seed Co. in the 
amount of $4,906.22 to cover the amount of refund for the overcharg- 
ing of duty at 1 cent per pound on the shipments referred to above. 

Under the statute, claimant had 60 days within which to file a 
protest. However, he was not advised of this by the collector at 

42007 








2 ADVANCE SEED CO. OF PHOENIX, ARIZ. 


Nogales until after July 14, 1952, when the Treasury Departmoy 
notified the collector at Nogales that the correct assessment on th 
importations was 1 cent per pound rather than the 2 cents a pow 
assessed the claimant. 

The Treasury Department would favor the repayment to claimay; 
if the bill were amended to provide for an authorization for payment 
to the importer and accordingly the committee has amended the }jjj 
to comply with the recommendations of the Treasury Departmen; 
The Department of Justice concurs in the recommendation of th 
Treasury Department. The committee is in agreement with thy 
reports of the interested departments and therefore recommend 
favorable consideration of this bill (S. 364) as amended. 

Attached hereto and made a part of this report are letters from th, 
Department of Justice and the Treasury Department relating to this 
claim. 


OS¢6 


May 6, 1953 
Hon. Wiiuiam LANGER, 
Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. C. 

Dear Senator: This is in response to your request for the views of the Depart. 
ment of Justice concerning the bill (S. 364) for the relief of the Advance Seed ( 
of Phoenix, Ariz. 

The bill would provide that, notwithstanding the time limitation contained i: 
section 514 of the Tariff Act of 1930, as amended, the Advance Seed Co 
Phoenix, Ariz., may, within 60 days after the date of enactment of the act, fik 
a protest under such section with respect to the action of the collector of customs 
at Nogales, Ariz., in improperly classifying the cloverseed imported by the com- 
pany between June and September 1951, such amounts resulting in the impositio 
of custom duties allegedly in excess of the amounts legally chargeable. 

A report was obtained from the Treasury Department concerning this legisla- 
tion and is enclosed. The Treasury Department recommends that, should an) 
relief be granted in this case, it should take the form of a bill similar to H. R 
6934, a copy of which accompanies the Treasury Departent report. 

From the information contained in the files of the Department of Justice it 
appears that the Advance Seed Co., of Phoenix, Ariz, has filed a protest with the 
collector of customs at Nogales which has been forwarded to the Customs Court 
and has been assigned the number 188351—-K by that court. It appeared on the 
Nogales docket of the court of February 9, 1953, and was continued at the request 
of the plaintiff until the next Nogales docket, for which no date has as yet beer 
fixed by the court but it probably will be in February 1954. 

The protest involves 6 entries of cloverseed made by the company betwee: 
June 21 and September 4, 1951. The liquidations of the entries were on Noven- 
ber 15 and 28 and December 5 and 9 of that year, and as the protest was not filed 
with the collector until June 9, 1952, it is subject to dismissal for untimeliness 

The protest makes a demand for the refund of $5,912.42. However, the entry 
papers indicate that this amount is in error as certain allowances were made upo! 
liquidation of seeds destroyed under customs supervision. The sum of $4,906.22 
set out in the report of the Treasury Department is the correct amount of refunds 
if the duty of 1 cent per pound is charged. 

The Department of Justice concurs in the view expressed in the Treasury 
Department report. 


The Bureau of the Budget has advised this office that there would be no objec- 


tion to the submission of this report. 
Sincerely, 


Wituiam P. Rocers, 
Deputy Attorney Genera 





My) 





ADVANCE SEED CO. OF PHOENIX, ARIZ. 


Marcu 10, 1953 
honorable the ATTORNEY GENERAL OF THE UNITED STAT#s. 

\My Dear Mr. AtrorNey GENERAL: Reference is made to your letter dated 
February 6, 1953, requesting a statement of the views of this Department on bill 
3. 364 for the relief of the Advance Seed Co., Phoenix, Ariz., as a result of duty 

rate of 2 cents a pound instead of the current rate of 1 cent a pound, having 
assessed on certain imported cloverseed (Melilotus Indica). 

Treasury Decision 44755 of April 1, 1931, clearly outlines that Melilotus Indica 
is properly classifiable under the provisions for ‘‘sweet clover’’ in paragraph 763, 
Tariff Act of 1930, the modified rate of which is 1 cent a pound. 

general, the Department is reluctant to endorse private relief bills because 

the undesirable burden they impose on the efficient administration of the Gov- 

ment Moreover, in cases of this kind private relief bills inevitably result in 

jiscrimination against persons in similar situations who are unable to obtain 

such relief. Nevertheless, in the circumstances of this case the Department 
would not object to relief by an act of Congress. 

It is customary, however, in such cases to enact bills of the type illustrated by 
H. R. 6934, 81st Congress, 2d session, a copy of which is attached. 8. 364 differs 
from the usual type of bill in such cases in that it specifically extends in behalf of a 
single importer and in the case of specific importations the statute of limitations 
on the filing of protests contained in section 514, Tariff Act of 1930. The Depart- 
ment would recommend that if favorable consideration is to be given to relief in 
this case that such relief take the form of a bill similar to H. R. 6934, supra, that is, 
an authorization for payment to the importer of the sum of $4,906.22, the con- 
ceded amount of duty overpayment. 

The Treasury Department has under further study what type of permanent 
legislation should be recommended to afford the maximum measure of just relief 
to importers in instances where they have suffered financial loss through the 
erroneous collections of larger amounts of duty than are actually due under the 
law. Section 19 of H. R. 5505, which passed the House in the 82d Congress but 
was not reported out of committee in the Senate, contained a provision the enact- 
ment of which would have considerably expanded the area of administrative 
relief in such cases. 

Very truly yours, 
H. CHAPMAN Ross, 
Acting Secretary of the Treasury. 
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I] Session 


DAVID T. WRIGHT 


L 6, 1954.—Committed to the Committee of the Whole House and ordered 
to be printed 


Mr. Jonas of Illinois, from the Committee on the Judiciary, submitted 
the following 


REPORT 


[To accompany 8. 893] 


The Committee on the Judiciary, to whom was referred the bill 
(S. 893) for the relief of David T. Wright, having considered the same, 
report favorably thereon without amendment and recommend that 
the bill do pass. 

The purpose of the proposed legislation is to pay to David T. 
Wright, of 1525 One Thousand Oaks Boulevard, Berkeley, Calif., the 
sum of $617, in full satisfaction of his claim against the United States 
for reimbursement of losses suffered as a result of his being discharged 
from his position as a steamfitter at Fort Richardson, Alaska, because 
of an erroneous determination by the United States Army that he was 
a poor security risk. 

STATEMENT 


The Department of the Army has no objection to enactment of the 
proposed legislation. 

The claimant, David T. Wright, holds Social Security No. 201- 
05-5275. <A second “Dave” Wright, who held Social Security No. 
418-16-3685, was determined by the United States Army to be a 
poor security risk. The identity of this second-named party was 
erroneously mistaken for the claimant. As a result, the claimant 
was barred from Fort Richardson, Alaska, where he was then em- 
ployed, and accordingly returned to his home in Oakland, Calif. 
(See attached report, October 23, 1951, Office of Director of Security, 
‘9th Air Depot Wing, Seattle, Wash.) 

Despite this mistake on the part of the Army, the claimant seeks by 
this bill to recover only his actual transportation costs of $397 from 
Oakland, Calif., to Fort Richardson, Alaska, and return to Oakland, 
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Alask 
together with $220 for loss of working time before obtaining employ- = 
ment upon claimant’s return to Oakland. aaa 

In further elaboration concerning the above facts, the claimant was was 1 
hired on or about September, 5, 1951, in Oakland, Calif., by the Urbs, $617 
Plumbing & Heating Co. to work for said company as a steamfitter a; The 
Fort Richardson, Alaska. § the 

Wright paid his own way to Alaska and there began work for his gomer 
employer on September 7, 1951, and continued to work for his em. a 
ployer until September 22, 1951, at. which time he was advised he had § iat 
to leave Fort Richardson at once, since the Army had decided he was statut 
not a good security risk. Thereupon, Wright returned to Oakland may | 
Calif., paying his own expenses on the return journey. Thereafte enn 
the military authorities in Alaska made a further investigation, and ar 
discovered that due to the mistake in identity heretofore related, thei, iG 
original finding that claimant was a poor security risk was erroneous ment, 

The termination of claimant’s employment resulted from the ee 
exercise of a discretionary function or duty by the Army. Th 7.4 
Federal Tort Claims Act as revised and codified by the act of June eretiol 
25, 1948 (62 Stat. 984; 28 U. S. C. 2680), specifically bars a claim The 
for damages arising from such a function or duty. (See attached oe 
report, December 26, 1951, Department of the Army, Office of the claim 
Judge Advocate General.) Moreover, there is no other statute o; Feder: 
regulation under which the claim can be paid. the el 

As previously stated, the Department of the Army has no objec- Poa: 
tion to granting an award in a reasonable amount. The Bureau of 
the Budget has no objection to the Army’s report. 

In view of these circumstances, the humiliation and embarrassment 
inflicted upon the claimant, coupled with the modest amount of his 
demands, it is the opinion of the committee that the proposed award 
of $617 as provided in this bill (S. 893) is fair and reasonable. The 
committee, accordingly, recommends the enactment of this measure. 

Attached hereto and made a part of this report is the report of Mr. T 
the Department of the Army submitted in connection with a similar > 
bill of the 82d Congress (S. 2905), together with other evidentiary 
data submitted in connection with this claim. De: 

ing ge’ 

Upc 

that t 

DEPARTMENT OF THE ARMmy, Securi 

OFFICE OF THE JUDGE ADVOCATE GENERAL, It see 

Washington 25, D. C., December 26, 1951, barred 

Hon. WiituiAM F. KNOWLAND, We 

United States Senate, 

Washington, D. C. 

DeaR SENATOR KNOWLAND: Further reference is made to your inquiry concern- 
ing the claim of Mr. David T. Wright, 1525 One Thousand Oaks Boulevard 
Berkeley, Calif., for the monetary losses sustained by him as the result of his 
being removed from his employment by the Urban Plumbing & Heating Co.., at 
Fort Richardson, Alaska, on September 22, 1951, on the ground that he was not 
a good security risk. 

It appears that on or about September 5, 1951, Mr. Wright was hired in Oakland Hon. | 
Calif., by the Urban Plumbing & Heating Co. to work for said company as a steam- C 
fitter at Fort Richardson, Alaska; that he paid his own way to Alaska, arriving 
there on September 7, 1951, at which time he went to work for his employer My 
that he continued to work for said company until September 22, 1951, when he was Depar 
advised that he had to leave Fort Richardson at once for the reason that the Army Wrigh 
had decided that he was not a good security risk; that he thereupon returned to The 
his home in Oakland, Calif., paying his own transportation expenses. There- Berke! 


after on October 23, 1951, Mr. Wright was advised by the military authorities in 


aet 
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\laska that a further investigation into his case had been made and that the 
er determination that he was not a good security risk was erroneous, having 
based upon a confusion of his name with another person with a similar 
Mr. Wright claims that by reason of the Army determination that he 
vas not a good security risk he sustained total monetary losses in the amount of 
¢617 ($397 for transportation expenses from Oakland, Calif., to Fort Richardson, 
\Jaska, and return; and $220 for loss of wages for 10 days) 
The claim of Mr. Wright in the sum of $617 was presented to the Department 
f the Army by his attorneys, Messrs. Allan, Miller & Groezinger, 400 Mont- 
Street, San Francisco, Calif., for consideration under the Federal Tort 
ns Act, as amended. 
fter a careful consideration of all the facts and circumstances in this case it 
was found necessary to disapprove this claim for the reason that there is no 
statute or appropriation available to the Department of the Army under which it 
may be paid. The Federal Tort Claims Act, as revised and codified by the act 
of June 25, 1948 (62 Stat. 984; 28 U. 8S. C. 2680) provides that the provisions 
thereof relating to claims and suits against the United States for torts ‘‘shall not 
apply wo, 

“(a) Any claim based upon an act or omission of an employee of the Govern- 
ment, exercising due care, in the execution of a statute or regulation, whether or 
not such statute or regulation be valid, or based upon the exercise or performance 
or the failure or exercise or perform a discretionary function or duty on the part 
of a Federal agency or an employee of the Government, whether or not the dis- 
cretion involved be abused.’”’ 

The termination of Mr. Wright’s employment with the Urban Plumbing & 
Heating Co. in Alaska on September 22, 1951, resulted from the exercise of a 
liseretionary function or duty by the Army. Under the circumstances this 
claim for damages is barred specifically by the above-quoted provisions of the 
Federal Tort Claims Act. There is no other statute or regulation under which 
the claim may be paid. 

It is regretted that the facts in this case and the law applicable thereto do not 
permit a more favorable reply. 

Sincerely yours, 
Kk. M. BRANNON, 

Major General, USA, 

The J idge Advocate General 


OFFICE OF DIRECTOR OF Sect RITY, 
397TH ArR Deport WING, 
APO 942, care of Postmaster, Seattle, Wash., October 23, 1951. 


Mr. Davin WriGurt, 
1526-1000 Oaks Boulevard, 
Berkeley, Calif. 

Dear Mr. Wriagut: Your letter of October 1, 1951, addressed to the command- 
ing general, 39th Air Depot Wing, has been forwarded to this office for reply. 

Upon receipt of your letter, an investigation was conducted,which revealed 
that the Dave Wright who was determined to be a poor security risk has Social 
Security No. 418-16-3685, and that your Social Security Number is 201—05—5275. 
[t seems then that you have been confused with the other Dave Wright who is 
barred from the base. 

We regret this error and trust this will clarify the matter for you. 

Sincerely yours, 
Henry R. MEYER, 
Captain, USAF, 
Clearance and Control Officer. 


DEPARTMENT OF JUSTICE, 
OrFice or THE Deputy ATTORNEY GENERAL, 
Washington, August 6, 1952. 
Hon. Pat McCarran, 
Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. C. 


My Dear Senator: This is in response to your request for the views of the 
Depattnntay of Justice concerning the bill (S. 2905) for the relief of David T. 

right. 

The bill would provide for payment of the sum of $617 to David T. Wright, 
Berkeley, Calif., in full satisfaction of his claim against the United States for 
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reimbursement of losses suffered as the result of being discharged in Septem, 
1951 from his position as a steamfitter for the Urban Plumbing & Heating (o 
Fort Richardson, Alaska, because of a determination by the United States Arm 
later found erroneous, that he was a poor security risk. 

In compliance with your request, a report was obtained from the Departme; 
of the Army concerning this legislation. That report, which is enclosed, sets oy 
in detail the acts relating to this claim. Briefly stated, it appears that claiman; 
who had paid his own expenses to Alaska in order to work for the Urban Plumb. 
ing & Heating Co. as a steamfitter at Fort Richardson, Alaska, arrived there o, 
September 7, 1951. On September 22, 1951, he was advised that he had to leay, 
Fort Richardson at once for the reason that the military authorities had decided 
that he was not a good security risk, and he returned to his home in Oakland 
Calif., paying his own transportation expenses. On October 23, 1951, he was 
advised by the military authorities in Alaska that further investigation into bjs 
case had been made and that the prior determination that he was not a good 
security risk was erroneous, having been based upon a confusion of his name wit} 
that of another person with a similar name. Claimant states that by reason of 
this incident he sustained losses of $397 for transportation expenses from Oak- 
land, Calif., to Fort Richardson, Alaska, and $220 for loss of wages for 10 days 

A claim filed by Mr. Wright in the amount of $617 was disapproved by the 
Department of the Army for the reason that there was no statute or appropria- 
tion available under which it could be paid. In this connection, the Departn 
of the Army cites that section of the Federal Tort Claims Act (28 U. 8. C, 2680 
which excepts from the purview of the act claims based upon the exercise or 
performance of a discretionary function or duty on the part of a Federal agency or 
an employee of the Government. It notes that under this exception the instant 
claim is barred specifically and that there is no other statute or regulatio: 
under which the claim may be paid administratively. 

The Department of the Army states that under the circumstances of this case 
it would have no objection to the granting of an award in a reasonable amount to 
claimant to reimburse him for his loss of wages and expenses and that the award 
proposed by the bill being fair and reasonable, that Department has no objectior 
to the enactment of the bill. 

Whether the bill should be enacted presents a question of legislative policy 
concerning which the Department of Justice prefers to make no recommendation 

The Bureau of the Budget has advised this office that there would be no objec- 
tion to the submission of this report. 

Sincerely, 


at 





A. Devitt VANECH, 
Deputy Attorney Genera 


ALLAN, Miuter, & GROEZINGER, 
San Francisco, November 1, 1951, 
In re David T, Wright 
OFFICE OF THE JUDGE ADVOCATE GENERAL, 
Department of the Army, 
Washington, D. C. 

Dear Stir: We represent David T. Wright, residing at 1525 One Thousand 
Oaks Boulevard, Berkeley, Calif. Mr. Wright is a steamfitter and as such is 
a member in good standing of Steam Fitters Union Local No. 342, the address 
of which is 2315 Valdez Street, Oakland, Calif. 

In pursuing his gainful occupation, Mr. Wright was hired on or about September 
5, 1951, in Oakland, Calif., as an employee of the Urban Plumbing & Heating Co 
This employment was for the purpose of transporting Mr. Wright to Anchorage 
Alaska, and to work for said employer in Alaska as a steamfitter. The Urban 
Plumbing & Heating Co. holds a Government contract to perform certain work 
for the Army at Fort Richardson, Alaska. 

Mr. Wright accordingly arrived in Anchorage on or about September 7, 1951, 
immediately went to work as a steamfitter and continued to so work for th 
Urban Plumbing & Heating Co. until September 22, 1951, on which date Mr 
Wright was told that he was a ‘‘poor security risk’”’ and that he must immediately 
leave Fort Richardson. Mr. Wright was given no specific explanation nor was 
he afforded a hearing and was compelled to leave Alaska on that date. 

Mr. Wright, of course, upon his return to California immediately asked his 
union to investigate his summary dismissal. A copy of a letter written by the 
union in Anchorage and addressed to the Oakland local is enclosed herewit! 
This letter is self-explanatory and indicates Mr. Wright was dismissed because 
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eed activities with communistie groups. Upon learning “ the grounds of 

missal, Mr. Wright was greatly indignant, for not only had he never been 

jiated with any communistic groups, but Mr. Wright is an Ceneenhhe discharged 

of the last war, as well as a man of excellent reputation in all particulars. 

rdingly, Mr. Wright directed communication te the appropriate Army 

in charge of security at Fort Richardson. Pursuant to Mr. Wright’s 

juest, a further investigation was conducted which revealed that our client, 

Vr. David Wright, had been confused with another ‘‘Dave Wright.’’ A photo- 

statie copy of the letter addressed to our client by Capt. Henry R. Meyer, clear- 

nee and control officer, is enclosed herewith. In summary form Captain Meyer 
regrets the error and trusts the matter is now clarified. 

We are gratified that the Army conducted this investigation and clarified its 
files within a month after the dismissal incident. However, our client has suffered 
great humiliation over the whole affair and in addition is out of pocket trans- 
porta tion costs both ways as well as having lost working time upon his return to 
California. We itemize Mr. Wright’s monetary losses as follows: 


Travel time (wages, for 3 days) $75. 00 
Transportation fare, Oakland to Seattle_-___--_- J ceniiacae.. 
lransportation fare, Seattle to Anchorage - - - one ans 120. 00 
Meals en route_ -_- ‘ — . 25. 00 
Hotel, local transportation, miscellaneous__ i j , 00 


Total costs of transportation, Oakland to Alaska_ 


Fare from Alaska to Seattle 

Meals in Seattle__-___- 

Fare, Seattle to Oakland - - - - 

Ant horage (meal, eee 22, , night)... 
Taxi, miscellaneous - _ sisi 


Total costs of transportation, Alaska to Oakland 149. 00 
Loss, working time-before obtaining employment upon return to Oakland, 
$22 per day times 10 days_- aan ; ‘ 220. 00 


. 00 

It was agreed at the time of employment that the employer would pay the 
cost of transportation of Mr. Wright from Oakland to Alaska. The employer 
refuses to reimburse Mr. Wright this sum because, it says, it was no fault of the 
Urban Plumbing & Heating Co. for the dismissal of Mr. Wright and that it is 
obligated to pay for Mr. Wright’s transportation only upon condition Mr. Wright 
fulfilled 3 months’ employment. 

It appears to us that this summary dismissal of Mr. Wright was a most negligent 
affair. It would seem that the least that could be done would be to compare the 
social security numbers of the two men. Yet, apparently, this was not done 
until after Mr. Wright was dismissed and suffered his losses and only after Mr. 
Wright requested the investigation. In short it would seem that the Department 
of the Army is responsible to reimburse Mr. Wright’s monetary losses. 

We, therefore, are writing to you at this time with the request that you consider 
this letter a claim made on behalf of Mr. Wright in the sum of $617. 

Pursuant to title 28, United States Code Annotated, section 2672, the head of 
each said agency, or his designee, may consider and settle any claim for money 
damages of $1,000 or less against the United States. 

Inasmuch as Mr. Wright borrowed funds in order to have sufficient clothing 
and to pay his transportation to Alaska and return we hope that you will take 
as prompt action in adjusting this claim of Mr. Wright. 

Very truly yours, 
ALLAN, MILLER & GROEZINGER, 
By Pavut A. ScHUMANN. 


O 
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CYCSEMENT CO. (ROBERT H., J. C., KENNETH, AND 
MRS. J. R. BOWERS) AND OTHERS 


6. 1954.—Committed to the Committee of the Whole House and ordered 
to be printed 


——— 


BURDICK, from the Committee on the Judiciary, submitted the 


follow ine 


REPORT 


[To accompany H 


The Committee on the Judiciary, to whom was referred the resolu- 
tion (H. Res. 475) for the relief of B. Amusement Co. (Robert H.. 
J.C., Kenneth, and Mrs. J. R. Bowers) and others, having considered 


the same, report favorably thereon without amendment and recom- 
mend that the House resolution do pass. 

This resolution is to merely refer H. R. 8404, a bill for the relief of 
the B. Amusement Co. (Robert H., J. C., Kenneth, and J. R. Bowers) 
and others, to the United States Court of Claims for the findings of 
fact and report its conclusion to the Congress. Your committee is 
of the opinion that it is a case that should be referred to the court 
and, therefore, recommend favorable consideration to the resolution. 


[H. R. 8404, 83d Cong., 2d sess.] 


<a j 


A BILL For the relief of the B Amusement Company (Robert H., J. C., Kenneth, and Mrs. J. R. Bower 


\ Ss) 
and others 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That the Secretary of the Treasury is authorized 
and directed to pay, out of any money in the Treasury not otherwise appropriated, 
to the claimants hereinafter named, the sums hereinafter specified in full satis- 
faction of their respective claims against the United States for compensation for 
property losses or damages su tained by them as the result of a flood of the 
Missouri River, in the vicinity cf Kickapoo Bend, south of Saint Joseph, Missouri, 
in the months of January through March 1949, which flood resulted from an ice 
gorge which was caused by the existence of pile dikes constructed and placed in 
the Missouri River between Kickapoo Bend and Iatan Bend by or under the 
direction of the Corps of Engineers of the United States Army: 
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1) B Amusement Company (Robert H., J. C, Kenneth, and Mrs. J 
Bowers), $1,887.50 , - 
2) Synthia A. Ballev, $6,216 
3) Mrs. J. R. Bowers, $713 I 
1) Ruth FE. Brady, $19,656 rea 
5) Paul and Gertrude Calvert, $1,600 Na 
6) Robert E. and Nora B. Christie, $4,650.50 wb 
7) Jose ph W. and Dorothy St. John Co nor, $3,143.84 
8) John E. and Frances F. Cook, $64,883 
9) Donald Cox $5,240.32: tel 
10) Jack Cummings, $9,258.61; howe 
11) L. E. Daniel and Mahala Daniel, Senior, $1,245 rem 
12) Clarence R, and Virginia M. Drain, $1,704.85 oS 
13) George and Stella Dulean, $1,900; 
14) Elija Embry, $3,515; pul 
15) Alva Fulk, $5,8S0; the & 
16) Ray Greer, $6,541 re 
17) O. T. Harlan, $14,734; on 
18) Orville T. Harlan, Junior, $3,160 s sit 
19) Robert C. and Elsie I. Hoagland, $4,364.85 es 
20) Mr. and Mrs. Roy M. Hood, $1,099.26; nie’ 
21) J. D. Hundley, $2,804 0 
(22) Anna Ingersoll, $1,000; 
(23) L. F. Ingersoll Attraction Lot, $40,075.99: ong 
(24) Mr. and Mrs. Albert Jones, $2,018.24: on 
25 Walter Keir ig, SI 1,156 50 ene! 
26) Francis E. Langston and Eva P. Mansfield, doing business as Camp [La aad 
Shore, $6,897.97; oot 
27) Flossie F. McQueen, $970; — 
28) Millard Overton, $7,587.50; p 
(29) Ralph H. Price, $13,855; ae 
30) Ada A. Rullman, $9,150; hy 
(31) I ake Estates, Incorporated (8. J. Shepherd, president), and 8S. J. Shepher 
$17,089.75; mm 
(32) Mitchell T. and Catherine Thomas, $17,630; and r tl 
(33) Mace Trackwell, $5,040. ol 
REePort ON NAVIGATION IMPROVEMENT ON THE Missourt River ALONG Kans vid 
Missourr BorpERLINE A dt 
1. Scope pre 
This report has been prepared in compliance with the request contained and 
first indorsement, dated February 8, 1952, from the Chief of Engineers to ¢! some 
division engineer on letter dated February 5, 1952, from Representative Alber ture 
M. Cole to the Chief of Engineers requesting a report from the Department . oval 
the effects of navigation improvement work on flooding along the Kansas- Miss thus 
borderline. This report is concerned with the section of the Missouri River fr brok 
St. Joseph, Mo., to Leavenworth, Kans., since this section of river horder Dur 
Doniphan, Atchison, and Leavenworth Counties of Kansas, mentioned in ( tarie 
gressman Cole’s letter and includes the area where an ice jam occurred this year vicit 
2. Ice jams tron 
(a) Historical review.—(1) Ice jams have been recorded on the Missouri River oa 
annuaily since obser, ation of the river had been recorded. They have been, a rom 
continue to be, experienced in both the unimproved river above Sioux City a of t] 
in the partially improved river downstream. The greates; jam of record occurr Rouk 
a’ Yankton in 1881 and produced a river stage 18.5 feet above flood siag bh 
Records are not available to definitely identify early ice jams in the section er 
river from St. Joseph to Leavenworth, however, there are records obtained pr “ ; 
to the construction of channel improvement works that verify the closure of 1 ‘de 
St. Joseph and Leavenworth harbors by ice blocks or jams. Ice conditions xt 
1948-49 resulted in | major and 2 minor ice jams on the Missouri River, a . ni 
several major ice jams on tributary streams in Kansas, Nebraska, and Missou i: 
The major ice jam on the Missouri River occurred in the vicinity of Atchis: on 
Kans., causing flood conditions in chat area. At the same time, ice jams on su whe 
tributaries as the Republican, Big and Little Blue, Nodaway, and Grand River ntl 


were causing flood conditions along these unimproved streams. 
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[ee conditions in 1951-52 resulted in the formation of an ice jam on the 
iri River downstream from Atchison, Kans., which resulted in the flooding 
latively low land. In the later part of December 1951 the Missouri River 
hed a very low stage from Kansas City to Rulo, Nebr., and temperatures at 
as City and St. Joseph, Mo., dropped about 8° to 10° below normal. The 
temperatures»caused the formation of ice on the river and due to low stay es 
veral intermittent ice blocks were formed between about miles 386 and 514, the 
vest block extending from about mile 386 to about mile 425 Following a rise 
emperature, most of these ice blocks broke up and moved out on January 14. 
However, in the vicinity of mile 417 a considerable amount of the old ice still 
nained with a rather narrow strip of open river. On January 20 a rapid fall 
temperature occurred and by January 23 the river was again blocked with 
viv formed ice in the vicinity of mile 417. The ice block continued to build 
intil on January 29 the jam extended upstream to mile 429.0. By Januarv 31 
e gage at Atchison read 22.7; however, on February 2, following rising temy era- 
res, the ice jam began moving out very rapidly, and by February 3 no ice 
wks existed between Kansas City and Rulo, Nebr. The extent of this ice jam 
s shown on enclosed photographs Nos. 1 to 15, inclusive (enclosure 1) and indj- 
vated in red on the enclosed 1-inch-equals-2,000-feet scale map (enclosure § 
ch shows the status of the stabilization structures at the time of the ice jam, 
3) Flooding, due to the 1952 ice jam on the Missouri River, occurred from 
131.5 to mile 426.5 along the right bank and from mile 427.5 to mile 422.0 
slong the left bank as shown on the enclosed 1 inch=2,000-foot seale 1945 
hograph map (enclosure 3) and enclosed photographs Nos. 16 to 20, inelusive 
nelosure 4). The majority of flooding along the right bank occurred over low, 
eavily timbered land and only about 400 acres of protected tillable land was 
flooded due to the floodwaters overtopping local farm levee No. 91B and flanking 
eal farm levee No, 91A along Walnut Creek. On the left bank about 1,490 acres 
f protected tillable land and about 710 acres of pond and marsh area were flooded 
jue to the failure of loeal farm levee No. 90C, which was breached in the vicinity 
f mile 426.4 with about 3 feet of freeboard ; 
bh) Causes of ice jams.—(1) Weather conditions play an important part in the 
yrmation of ice jams. Usually a cold winter following a dry fall is most favorable 
wr the formation of ice jams, since freezing of the river occurs during a prolonged 
ow stage. Furthermore, rapid fluctuation of winter temperatures from normal 
s responsible for the formation of ice jams. Such climatic conditions were in 
evidence before and during the formation of the 1948-49 and 1951-52 ice jams. 
\ dry fall causing low river stages existed before each ice jam formed. With 
temperatures below normal, heavy ice floes occurred at a low discharge and in 
several reaches of the river ice blocks formed. Following a rise in temperature 
and an increase in discharge the ice blocks broke up and moved out except at 
some locations where heavy shore ice remained intact. A rapid fall in tempera- 
ture caused a decrease in discharge and new ice formed in quantities greater than 
could be passed by the heavy shore ice where ice blocks had been in existence, 
thus building up the blocks to ice-jam proportions. Some of these large icefields 
broke up and moved downstream only to lodge on anchored ice forming new jams 
During the 1948—49 ice jam, rains causing heavy runoff and ice floes from tribu- 
taries, along with fluctuating temperatures, created severe flood conditions in the 
vicinity of the ice jam. It may be noted that the section of the Missouri River 
from the mouth of the Platte River, Nebr., to about Leavenworth, Kans., includes 
numerous tributary streams with substantial drainage areas, and large inflows 
from these streams have been experienced during winter months 
(2) Numerous shallow channels, center bars, and sharp bends, characteristic 
of the wild river, form natural barriers creating ice jams during movement of ice 
floes. Also, the degree of ice cover is modified as a result of conditions of the 
channel. Ice floes advancing in sharp river bends are not able, due to their 
inertia, to follow the current as it crosses from one bank to the other and remains 
on the side of approach. ‘Therefore, they are grounded over the shoal or convex 
side of the bend. Accordingly, the ice cover increases suddenly Ice floes coming 
to rest on the points of center bars and islands also increase the ice cover and, due 
to contraction of the channel by the floes, the degree of ice cover is increased until 
an ice block is formed. Narrow shallow channels react in the same manner until 
ice blocks build up in the channels, impounding water and upstream ice floes, to 
where the river cuts a new course around the jam. Such conditions are typical 
in the unimproved sections of the Missouri River 
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(3) Channel improvement such as being accomplished under the present 
gram for development of the Missouri River navigation channel has gy a 
improved conditions conducive to ice block formation as described in paragraph 2 
in the river from St. Joseph to Leavenworth. By concentration of a braided 
nel into a single course the hydraulic efficiency of the channel has been impr 
Sharp bends have been flattened and reduced in number in developing the cha 
Observation of ice conditions in this section of the river indicates that whe; 
good channel exists and the structures are adequately maintained, the ji 
are passed without incident thus reducing the possibility of ice block develop: 
However, ice blocks of recent years in this reach have been frequent at loc: 
where the stabilization structures were severely damaged and unrepaired be 
of restrictions on such work during the war period and the shortage of funds sy 
quent to that time. 

(c) Conclusions relative to ice jams.—It is coneluded that, although it wil 
impossible to completely remove the ice jam threat from the Missouri River. 
jams can be reduced both in frequency and severity; that climatic conditions a4 
a poorly developed reach of river with numerous channels of shallow depths a 
sharp bends are major contributors to the initiation of ice jams. Since geograp 
and climatic conditions are fixed, the only means to minimize ice jams is to pri 
a smoother course for ice floes and reduce the accumulation of ice by developn 
of a better channel. This is in agreement with a technical article Behavior of | 
in Rivers by W. Laszloffy. Completion of the present river stabilization progra 
for navigation will provide a more uniform channel with better alinement wi! 
will mitigate the formation of ice jams. 


3 Flooding 

(a) Objective of channel improvement and nature of improved channel.—(1) | 
provement of the Missouri River from Kansas City to Sioux City by means of t 
open water method of stabilization is authorized and directed by various acts 
Congress to secure a 9-foot navigation channel. This is being accomplished 
contraction of the numerous shallow channels and confinement of flows into o 
fixed channel by the use of dikes for guidance of the stream and revetment fo 
stabilization of the banks to prevent erosion. 

(2) Confinement of the channel by dikes and revetment has reduced the overa 
width of the channel; however, it cannot be concluded that the capacity of 
channel has been reduced in proportion to the decrease in the overall width 
the channel in that confinement of several shallow channels into one perman 
channel results in a deeper, more hydraulically efficient channel. The ma 
difficulty to an accurate comparison of the channel capacity of the stabilix 
river with that of the natural river is that the capacity of any given reach of t 
natural Missouri River is in an almost constant state of change. There are ma: 
reasons for this constantly changing relationship, some of which are (1) the co: 
stantly varying length of the river reach in question, resulting from the lengthen- 
ing of bends and the forming of natural cutoffs; (2?) the loss of carrying capac 
due to sedimentation and increase in growth of vegetation in the channel during 
periods of drought; (3) local effects caused by sandbars and shifting chann 

+) the timing and sequency of failure of levees during floods; and (5) the effects 
of encroachment on the floodway by levees, highways and railroad fills, bridg 
approaches, and other improvements. Besides these factors, others on th 
Missouri River which preclude an accurate analysis, include the meager records 
of actual measurement of flood flows prior to initiation of the river-improvement 
program. Long-range channel modifications are effected by climatic cycles suc 
as the severe drought of the 1930’s, when for a period of 12 years the discharg: 
of the river was about 60 percent less than the discharge experienced before a: 
after the drought period. 

(3) The stabilization program from a_ bank-erosion-control standpoint is 
seldom questioned; however, the method by which it is accomplished has bei 
criticized. The popular criticism is that the channel has been made too narrow 
The width between stabilization structures as adopted for the section of the river 
between St. Joseph and Leavenworth is that width which conditions have demo: 
strated to be most effective in keeping the channel free of middle bar formations 
Furthermore, it is a practicable width found necessary for directing and shaping 
of the channel to pass the flow by the stabilization structures without permitting 
the river to meander within its banks. Excessive meandering of the chann 
results in heavy and direct attack on the stabilization structures causing excessi' 
structure maintenance and replacement costs. This has been demonstrated i 
the early history of river improvement work when local interests in cooperatio! 
with the Government attempted to maintain a channel width approximately 
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twice the width of the present channel. The control works were often destroyed 
beyond repair, or made obsolete by rapid changes in the direction of flow. 

(4) Prior to the construction of the stabilization works the section of the 
Missouri River between St. Joseph and Leavenworth was particularly vulnerable 

erosion and major shifts in the channel as evidenced by the numerous oxbow 
lakes that mark the old course of the river. The area between the river bluffs is 
about 82,900 acres and the river now occupies about 5,300 acres, leaving a land 
area of about 77,600 acres. However, this land area includes about 5,000 acres 
of lake or marsh areas. The course of the river channel and the outline of the 
id oxbow lakes indicate that the river under natural conditions was following a 

eral pattern of movement back and forth over the entire area between bluffs 

fact that erosion was rapid under natural conditions is shown by comparison 

maps made in 1890 and subsequent dates. Between 1890 and the time when the 

bilization works stopped the erosion, the area eroded by the river totaled about 
27,200 acres or nearly one-third of the land in the valley. The process is now 
reversed, for subsequent to construction of the stabilization works an additional 
10,500 acres has been accreted. The foregoing is a measure of the magnitude of 
the benefits derived from the stabilization program. In addition, permanent pro- 
tection of the river banks and stabilization of the channel are mandatory for 
protection of the agricultural levees against erosion. These levees have been 
iithorized, and 14.5 miles of the levees have been completed or are nearly com- 
plete along the Missouri River in this area. 

5) A frequent allegation made by those not entirely familiar with the author- 

d stabilization work is that the St. Joseph-Atchison area was free of floods prior 

aout 1932 or about the time when stabilization works were beginning to be 

fective. The records disprove this contention. A specific height on each gage 

lesignated by the United States Weather Bureau as flood stage. In general, 

is is the stage at which the river begins to overflow its banks. On inclosure 5 are 

tabulations showing the years in which the St. Joseph and Atchison gages exceeded 

flood stage. These tabulations show that the section of river between St. Joseph 
ind Leavenworth has been subject to frequent flooding. 

b) Studies of stage discharge.—A study of stage discharge relationship, as de- 
ermined from the United States Geological Survey stream measurements records, 
for the United States Weather Bureau gage at St. Joseph, Mo., from 1930 to the 
present time, indicates that the relationship between stage and discharge in the 
late 1940’s was comparable to that of the early 1930’s when large-scale construe- 
tion Operations were first initiated in the river channel from Kansas City to Rulo, 
Nebr. However, between 1935 and 1941 a lesser discharge than that prior to and 
ifter this period reached the same stage, indicating a reductior in channel capacity. 
This reduction in channel capacity can be attributed to the low discharges that pre- 
vailed during the drought years. Although the records indicate that the channel 
capacity was somewhat reduced between 1935 and 1941, the records also indicate 
that since 1941 the channel capacity has been increased to that of the early 1930's, 

c) Conclusions as to flooding. It is econeluded that in improving the Missouri 
River for navigation the natural channel in the section of river from St. Joseph to 
Leavenworth has been reduced in width resulting in a more hydraulically efficient 
channel; that substantial benefits are derived from the stabilization program; that 
floods were in existence prior to commencement of the stabilization program; and 
hat stream measurement records indicate that the present capacity of the channel 
at St. Joseph closely approaches the river channel capacity existing in the early 
1930’s when river improvement work was initiated. 


;. Use of Missouri River for navigation 


(a) Statistics of water transportation between Kansas City and Omaha for 
calendar year 1951 are not presently available. However, a comparison of the 
atest freight tonnages with those of 10, 20, and 50 years ago is as follows: 
Tonnage 1950 763, 133 
Tonnage 1940 522, 523 
Tonnage 1930-_ watt . 879, 759 
Tonnage 1900 306 

Tonnage from Sioux City to mouth. Records are not available for the of river from Kansas 

ty to Omaha from 1897 to 1913. 

b) As to the effects of navigation work on the use of the Missouri River for 
transportation purposes, it is pointed out that considerable interest is being shown 
in water transportation along the Missouri River from Kansas City to Omaha, 
and that reliable traffic surveys indicate a large potential tonnage available for 
shipment by water which would, upon advancement of the project, attract addi- 
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tional traffic. The channel can presently be maintained for 6-foot navigat 
with very little dredging (required principally during low-water periods wher 


major construction work is underway), since about 80 percent of this section 
the river has a channel 9 feet deep, 300 feet wide. However, the necessary eo, ( ; 
struction work to shape the channel to provide full project channel depth and x 
width has been delaved due to inadequate allocations of funds. ‘ 
5. Status of project Princi 
The section of river from Kansas City to Omaha was 67 percent complete as o/ AU 
June 30, 1951, and it is scheduled to be completed in fiscal year 1958 if suffici: 
funds are made available 
f Summary and discussion M 
Although it is impossible to completely remove the ice jam threat from t¢} Ls 
Missouri River, the present program for development of the river for navigati: by | 
will reduce the frequency and severity of ice jams. One of the major causes of a rom | 
ice jam is a wide reach of river with numerous channels of shallow depths and Princi 
sharp bends. It is therefore apparent that the river stabilization program, whic! ( 
will provide greater channel depths as well as a more uniform channel, will produ | 
a river more efficient in passing ice floes Additional deterrents to the formati k 
of ice jams will be provided by the upstream and tributary reservoirs which wil h 
deny passage of upstream ice runs to the lower reaches and create more unifor P 
river flows. 
Flooding along the Missouri Piver bet ween St. Joseph and Atchison, is not 
direct result of the improvement works; there are many compensating factors as Auxili 
outlined in paragraph 3a(2). It is clearly established that flooding has occurred Loss ¢ 
in this reach of the river prior to the initiation of channel improvement work | 
The stabilization of the banks and preventicn of erosion as accomplished by th ‘I 
channel improvement work is of special importance and benefit to the adjacent I 


landowners and the interests owning cr controlling installations in the flood plair 2 
Also, stabilization of the riverbanks is nc cessary ia the interest of the agricultura I 
levee program authorized for flood control. Furthermore, indications are that \ 
the channel capacity has not been reduced and that with a regulated flow provided ( 
by operation of upstream reservoirs, the capacity of the improved channel wil I 
incresse, thus lessening flood hazards. | 

Potential tonnage available for shipment by water between Kansas City and ( 
Omaha as indicated by reliable traffic surveys, and the interest being manifested 5 


in water transportation in this section of the Missouri River warrants an early ( 
completion of the navigation project. ( 
y 


1. B Amusement Co. (Robert H., J. C., Kenneth, and Mrs. J. R. Bowers), St. Joseph, 
Mo., R. F. D. 6 


Leasehold.—Concession located on L. F. Ingersoll attraction lot, Lake Contrary 
St. Joseph, Mo., R. F. D. 6 


4. Re 
Principal building loss or damage: Fre 
Paint eg $25. 00 Such 
Repairs after flood -< . 100.00 
haces $125. 00 Loss 
Loss of or damage to equipment: Crop 
10 arcade machines destroyed : ‘ 750, 00 | 
Neon sign broken ; 50. 00 4 
Electric transformer destroyed 50. 00 
—~— 850. 00 
Loss of or damage to merchandise: 
Merchandise lost =" 650. 00 ] rin¢ 
Cleaning merchandise saved after flood __---- sso) a Auxil 


-- 800. 00 
Other loss or damage: 
Truck rental, 7 days sms Pe 50. 00 
25 tons gravel : : 62. 50 
ach! 112. 50 


1, 887. 50 

2. Synthia A. Bally, 3433 South 11th Street, St. Joseph, Mo., R. F. D. 6 
Freehold.— 4.2 acres in the west part of lot 1 of northwest fractional 4, except 
4.48 acres for ditch; and 78.21 acres in lots 2 and 3 of the southwest fractional >; 


and 13.74 acres in lot 1 of the southwest fractional 44, except 1.38 acres for ditch; 
all in see. 3, T. 56 N., R. 36 W., Buchanan County, Mo. 
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ss of or damage to land: Lost use of 76 acres corn land, estimated vield 
6) bushels per acre= 4,560 bushels at $1 per bushel (estimate) ____ $4, 560 
ind produce loss: 
6 acres alfalfa: 4 tons per acre at $24 per ton wag $576 
200 bushels corn (in cribs) at $1.40 per bushel . 280 


pal building loss or damage: Damage to 2 houses and contents 
iary building loss or damage: 1 cave and contents (stores 


J. R. Bowers, St Joseph, Mo., R. F. D. 6 


sehold All of lot 1 in the SE44 of see. 35, T. 57 N., R. 36 W., as shown 
United States Government survey of November 4, 1840, excepting there- 
the S. 64 rods thereof, Lake Contrary, St. Joseph, Mo., R. F. D. 6 


Principal building loss or damage (residence) 
Cleaning out mud 
| broken window 
Kitchen linoleum 
Bathroom 
Painting walls and floors 
Re pair of floors and woodwork 


Auxiliary building loss or damage: Garage damage 
Loss of or damege to buildings’ contents 
Broken dishes 
Table legs 
Lamps and shades 
2 stand ends 
Jedclothes and linens in cedar chest 
Washing machine motor 
Cleaning 2 oil stoves 
Dresser, mirror, and bed 
Broken chairs 
Groceries destroyed 
50 gallons oil lost 
Clock pet 
Carpets and rugs sidan ‘i 
Miscellaneous household goods floated away 


4. Ruth E. Brady, 210 West Indiana Ave nue, St. Joseph, Mo. 
Freehold.—N% of sec. 29, and all of fractional sec. 20, all in T. 57 N. 
Buchanan County, Mo., and all accretions thereto. 


Loss of or damage to land: Holes gouged by flood, cost of filling. ._- 
Crop and produce loss: 
10 acres alfalfa lost _ —- ‘ wen bide . $300 
200 acres wheat, estimated 25 bushels per acre lost...__.__._. 9, 500 
125 acres corn, 40 bushels per acre at $1.25 per bushel lost... 6, 250 
50 ton hay (in barn) lost at $22 per ton______- ; 1, 100 
17, 150 
Principal building loss or damage: 1 house damaged - - - - bs . 1,800 
Auxiliary building loss or damage: 2 barns damaged - : 500 


19, 650 

5. Paul and Gertrude Calvert 
veasehold.— Beginning at a point on the West line of Bear Creek ditch. said 
it being S. 35° W. and 12 chains and 72 links distant from the fractional 
‘ner between secs. 11 and 14, T. 53 N., R. 36 W., and running thence 8, 35 
W. 5 chains and 80 links to the Kansas and Missouri line, thence 8. 80° W. along 
said Kansas and Missouri line to the \ sec. line running North and South through 
tte center of said sec. 14, thenee North through the center of sec. 14 to the original 
meander line of the Missouri River, thence along said meander line to the West 
line of Bear Creek ditch, thence along the West line of said Bear Creek ditch to the 
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beginning, containing 20 acres more or less in Buchanan County, Mo 
accretions thereto of 80 acres more or less. 


Crop and produce loss: 40 acres growing wheat: average estimated 40 
bushels per acre, at $2 per bushel, equals $3,200. Claimant had 4% 
interest therein it erica os haat skeen kar ls : $1, 600 

6. Robert E. and Nora B. Christie, St. Joseph, Mo., R. F. D. 6 (Lake Contra 
Freehold.— All of fractional lot 5, in fractional see. 26, T. 57 N., R. 36 W 

Buchanan County, Mo., containing 16.50 acres, and all accretions thereto 
A tract of land in Buchanan County, Mo., described as follows: Beginni: 

the northwest corner of sec. 35, T. 57 N., R. 36 W., thence E. with said sex 

line 1,353 feet; thence 8. 48°30’ E. 965.5 feet to an iron pipe, thence west para 
to the north line of said section; thence north to the place of beginning; and 
accretions thereto made by the filling of the bed of Lake Contrary; also 

All of lot 6 of the southwest fractional 4 of sec. 27, containing 30.60 aer 

and all of lot 7 of the southwest fractional 44 of sec. 27, containing 56.47 a 

allin T. 57 N., R. 36 W., Buchanan County, Mo., except 5 acres in the nort! 

corner of lot 7 heretofore sold to other parties; also 
30.70-acre accretions to lot 6 of southwest fractional 44 of see. 27, T. 57 
R. 36 W., Buchanan County, Mo. 


Loss of or damage to land: 20 acres permanently inundated $2, O01 
Crop and produce loss: 
30 acres wheat, lost 20 bushels per acre of estimated 30 


bushels per acre yield, at $2 per bushel__-_-_. $1, 200 
10 acres alfalfa lost, estimated 5 tons per acre at $20 per ton. 1, 000 
500 bales hay (in barn) damage; % lost at $0.70 per bale___- 175 
150 bushels corn (in cribs) lost at $1.17 per bushel__-- ~~ 175 
a ee 
Loss of or damage to equipment: Damage to 1930 Chevrolet_- Sears 10 


$f 650 


7. Jose ph W. and Dorothy St. John Conno 


Freehold.—A tract of land being part of lot 3 in the fractional SE% of S. 28 
T. 55 N., R. 37 W., Buchanan County, Mo., des ribed as follows, to wit: bi 
ginning at the northwest corner of the southeast fractional 44 of said sec. 28 
thence east 1,140 feet more or less, thence south 610 feet more or less (sic 
point of beginning, thence westerly 54 feet more or less, thence south 140 fe 
more or less to the west line of the present road, thence easterly 54 feet mor 
less, thence north 140 feet more or less to the point of beginning. Said tract of 
land includes Takuteze cottage and garage located thereon. 


Crop and produce loss: 9 acres winter wheat lost, esti nated 35 bushels 
per acre, at $2 per bushel (north side Sugar Lake) _- $630. 00 
Principal building loss or damage: 
Damage to 3 cabins (per Nixon Lumber Co. state- 


ment) $1, 513. 84 
Damage to 4th cabin, roof, plaster, paper, ete., esti- 
mated 1, 000. 00 
2, 513. 84 
3, 143. 84 


&. John H. and Frances F. Cook, Old Vission Colf Club, Kansas City 3, I 
(1241 We st 62d Stree b Kansas City, Mo.) 

Freehold: N%¥% of sees. 17 and 18 and accretions thereto.in parallel lines to t! 
Missouri River: and the N\% of the 8% of sees. 17 and 18 and all accretions theret 
in parallel lines to the Missouri River, except the NE of the SW of sec. 17 
all in T. 56 N., R. 36 W., Buchanan County, Mo. (As herein referred to, t! 
Missouri River is the east line of the lesser channel of said river, and this descri| 
tion does not include any part of the tract known as the island.) 

Loss of or damage to land: 
Sand and silt deposit, including strip 1% mile by 100 feet by 3 feet, 
estimate by Army engineers . _ $40, 00 
Crop and produce loss: 
Loss of % interest in 340 acres of growing wheat, estimated at 35 
bushels per acre, at $2 per bushel (see O. T, Harlan claim) -- - - - 11, 900 
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Principal building loss or damage: 
Damage to residence: Carpentry, new sills, weatherboard- 
ing; new furnace, light plant, water softener, painting, 
plastering, redecorating, new doors, floors, base, etc- $5, 668 
Damage to residence due to twisting- , 000 


Auxiliary building loss or damage: 
Garage: 
Concrete base_- 


Walk -- 


Fences, 5-foot chain, wire, posts, etc., estimated 
Haybarn lost--- ~~~ 
Less insurance collected 


Hen house lost - 
5, O15 
Other loss or damage: 
300-gallon steel tank (oil storage) - 300 
64, 883 
9. Donald Cox 


Freehold.—Lot 1, Duncan subdivision, a subdivision of sec. 27, T. 55 N., R. 37 
W., Buchanan County, Mo. 


Livestock loss: 2 dogs (1 a thoroughbred cocker spaniel) - _ - $65. 00 
Principal building loss or damage (per Hixon 
Lumber Co. estimate): 
Residence, damage to: 
Oak floors _ - d : ...-. $450. 00 
Plywood (replaced) - 400. 00 
Porch flooring ---- ; , 50. 40 
Painting____ ee brs a : : 120. 60 
Foundation repair - _ - - - “4 ae 50. 00 
——— $1, 071. 00 
Tavern, damage to: 
Painting (repainted) --_--__-- : _ 640. 28 
‘ 150. 48 
. 200. 00 
2 doors, 3- by 7-foot 1%-inch (replaced) 70. 00 
Linoleum.-__ ~~~ oad a«as . ae 'Oo 
Foundation_. ___ ars scene SRS 
Oak flooring (replaced) innacnunia~ ee 
Pine flooring (replaced) -__-- -- - sess CQee 
Linoleum tile _ _ - eit a x ool nel 
2 pieces plate glass, 48 by 54______-_--- 40. 00 
2 pieces plate glass, 30 by 48_----- ; 26. 30 
a_memeneem 2, 240. 06 
Damage to insulation and replacement of weather- 
boarding il tt atical 3 : 500. 00 
Cleaning, cost of, to: 
Grocery store . $12.00 
Tavern 20. 50 
Snooker and storerooms.- --- wit 18. 00 
Howse... ... 21. 00 
3, 886. 56 
Loss of or damage to equipment: 
Cleaning and repairing: 
Tavern cook stove 
Gas heater 
Water pump 
Repairing cash register....................... 
Repairing meat block 
Repairing 2 bottle coolers, motors, etc 
206. 25 


H. Rept. 1474, 83-2 2 
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Loss of or damage to merchandise (itemized) ________ » Sean sfssbabbs $377, 0] 
Other loss or damage: 
Loss of business Jan, 16, 1949—-Mar. 20, 1949_________. $600. 00 
Cost of removal of furniture and merchandise-_---_---_- 30. 00 
Moving out and returning snooker table, estimated --_- 45. 50 
Cost of returning furniture and merchandise. -_____-__- 30. 00 
’ = 705, 50 


5, 240. 32 

10. Jack Cummings 

Freehold.—(1) Lot 2, Duncan’s 2d subdivision, a part of the SW of 8. 27. 
T. 55 N., R. 37 W., Buchanan County, Mo. 

(2) Lot 6, Duncan’s 2d subdivision, a part of the SW of 8. 27, T. 55 N., R 
37 W., Buchanan County, Mo. 

(3) Lot 8, Duncan’s 2d subdivision, a part of the SW of S. 27, T. 55 N.. 
R. 37 W., Buchanan County, Mo. 


Principal building loss or damage: 


(1) Repair foundation____- puaebanen’ $325. 00 
Replace wallboard _ _ - - Lael 250. 00 
Painting interior and e xterior_.____- 375. 00 
Labor for repairs ote eas 125. 00 


———— $1, 075. 00 
(2) Repair foundation, replace and lay 
new floors, install new wallboard, 














repaint interior and exterior~ -_-—-_-_- 1, 056. 85 
Damage to fixtures and shelving _ _-- 375. 00 
—————_ 1, 481. 85 

(3) Cleaning house, cost of... .__- a2 64. 00 
Replace wallboard... -.....------ 100. 00 
PLGIBUlNLS TOM. i... 3. cn noencss 275. 00 
ee a ‘ en Pe 175. 00 
Repair, Seen i... .ccendwanes 265. 00 
Repair, refinish floors___......----- 85. 00 

——— 964. 00 
$3, 470. 85 
Auxiliary building loss or damage: 

BD) FONG GUN inbsdnc cn ccensscesseceses ewe $68. 75 
Repair foundation, garage and laundry - - --_-- 150. 00 
Painting interior of ET calcein > <eries 4 nite 22. 50 

— 241. 25 
Loss of or damage fo buildings’ contents: 

(3) BOATS GO TURING. . coco kw cscncccavtswme 286. 00 

(3) Damage to 2 new stoves__..._._...___. $50. 00 
Repair built-in cabinets..........-.-- 46. 50 

96. 50 
382. 50 
Loss of or damage to equipment: 

(3) Repair washing machine and motor. _.__.--_-- 27. 50 
Repair water system, including pump_-__.----- 145. 65 
Replace hot-water heater. ...........-----.--. 145. 00 

—_———— 318. 15 
Other loss or damage: 
(3) Moving and storage after flood: 

iS SESS ee ee 90. 27 

BE eiietidarainttnnsimisic swine ths 33. 84 
124. 11 

Labor for same: 

Socal te tubacawe as $15. 00 

UN eee eae 52. 75 
67. 75 
Cost of hotel accommodations._...........-.-------- 22. 50 
Cost of renting house in Atchison, Kans.............. 225. 00 
SR ARIEL SE RS oh ara” 90. 00 
OUNNICINNRG. £5 x «oes ca dabciepedotien Meehan cambn 86, 50 
Loss of business due to flood. _............--..------- 480. 00 


1, 095. 86 
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Depreciation in valuation due to location in area now subject to floods: 
( 


1) Lot 2 property $750. 00 
2) Lot 6 property es 1, 000. 00 
3) Let GS ttn io 84 FL cd ‘ 2, 000. 00 
——— $3, 750. 00 
9, 258. 61 
11. Clarence R. and Virginia M. Drain 
Freehold.—That part of lot 5 described as beginning at northwesterly corner of 
said lot 5, thence easterly along northerly line of said lot 62 feet; thence southerly 
parallel with westerly line of said lot 5 58 feet, thence westerly and parallel with 
northerly line of said lot to the westerly line thereof; thence northerly along said 
westerly line to the place of beginning; all in Connor subdivision of part of lot 3, 
in the fractional SE of sec. 28, T. 55 N., R. 37 W., Buchanan County, Mo.; also 
All of lot 6 in Connor subdivision of part of lot 3, in the fractional SE of see. 
98, T. 55 N., R. 37 W., Buchanan County, Mo. 
Crop and produce loss: 
2 squirrel hides destroyed at $3.25 ..-. $6. 50 
12 muskrat hides destroyed at $2.25.._............ 27. 00 
we $33. 50 
2 cords wood lost at $7.50. ......-..------. shea staan ia 3nsSaca 15. 00 
—— $48. 50 
Principal building loss or damage (per Hixon Lumber Co, esti- 
mate): 
Repairing floors - - - - - - ebck .---- $25, 00 
Wallpaper - - - - 40. 00 
Painting : : _... 406. 00 
Repairing foundation si osaae 45000 
921. 00 
Auxiliary building loss or damage: Boat pier destroyed__-_-_- 25. 00 
Loss of or damage to building contents: 
Repair to daybed 
Repair to bed 
Damage to laundry, heating and kitchen stoves 
Dresser destroyed 
Dining table destroyed 


Other damage or loss: 
3 sacks concrete destroyed at $0.95 
Moving 
Rent at $41 per month 
Cleaning, 75 hours at $1 per hour 
——_——— 230. 35 
Depreciation in valuation due to location in area now subject to floods. 400. 00 


1, 704. 85 
12. George and Stella Dulcan, 425 Michigan Avenue, St. Joseph, Mo. 
Freehold.—The east 20 acres of the NE of the SW% and the NW of sec. 28, 
T. 57 N., R. 36 W., including all accretions, as made to the land by the Missouri 
River, except a strip 20 feet wide off of the east side of the first described 20-acre 
tract which is used for road purposes. 


Loss of or damage to land: Damage to approximately 50 acres flooded 
and made unfit for cultivation: grown in willows and will require 
bulldozing and extensive labor to restore, estimated clearing cost_-- $700 
Crop and produce loss: Loss of % of 1949 crop 1, 200 


1, 900 
13. Elija Embry 


Leasehold.—North 80 acres of the E% of the SE% of sec. 29, T. 57 N., R. 36 W., 
Buchanan County, Mo. 
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Loss of or damage to land: Loss of use of 75 acres for 1949 season, esti- 
ee ER ee pee ee ee ers See Tre $2, 100. 00 
Crop and produce loss: 
100 bushels popcorn (in cribs) at $4.50 per cew., lost__. $315. 00 
40 acres wheat, estimated 20 bushels per acre, lost___._ 1, 050. 00 
—— 1, 365. 00 
au 50. 00 


Livestock loss: 50 chickens lost (Rope ink keel cameo 
3, 515 00 
14. Alva Fulk 
Leasehold.—SE¥% sec. 10, T. 53 N., R. 36 W., Buchanan County, Mo. 


Crop and produce loss: 147 acres growing wheat, average estimated 
40 bushels per acre, at $2 per bushel equals $1,760. Claimant had 
% interest therein________. .--- $5, 880. 00 


14 Ray (rreer 


Leasehold.—N% of 8% of sec. 27; and the N% of SW and the NW of SE}, 
of sec. 26, all in T. 56 N., R. 37 W., Buchanan County, Mo. 


Loss of or damage to land: 3 acres pasturage damaged, estimated -_ _ - $100 
Crop and produce loss: 
55 acres wheat, % crop share at 30 bushels per acre: 990 
bushels at $2.40 $2, 376 
10 acres alfalfa, 50 tons per acre at $20 per ton, principally 


to be used for hog pasture 2 1, 000 
5 acres corn, 50 bushels per acre at $1.12 280 
Corn in crib, estimated damage___. 100 
3 756 
Livestock loss: 
6 shoats at $30 ‘ 180 
99 shoats and 32 brood sows necessarily moved to high land 
where they contacted crysiplas from infected soil: Vet- 
erinary cost and subsequent loss, estimated to May 1951. 1, 500 
oe 1, 680 
Auxiliary buildings, loss or damage: 240 rods fencing, including barbed- 
wire cross fence and labor to replace, estimated $2 per rod______-__-_- 480 
Loss of or damage to equipment: Estimated damage to machinery -_--_- 75 
Other loss or damage: Expense of moving self and livestock, estimated _- 450 
Total.... i toatl alll ote ai i A a a ioe ae 6, 541 


16. O. T. Harlan 


(1) Leasehold.—N of secs. 17 and 18 and accretions thereto in parallel lines 
to the Missouri River; and the N% of the 8 of secs. 17 and 18 and all accretions 
thereto in parallel lines to the Missouri River, except the NE of the SW% of 
sec. 17; all in T. 56 N., R. 36 W., Buchanan County, Mo. (as herein referred to, 
the Missouri River is the east line of the lesser channel of said river, and this 
description does not include any part of the tract known as the island). 

(2) Freehold.—70.92 acres in lot 2 of NE fractional \%, sec. 4, T. 56 N, R. 36 W., 
Buchanan County, Mo., except 6.57-acre ditch. 


Crop loss or damage: (1) Loss of % interest in 340 acres growing 
wheat (see Cook claim) estimated 35 bushels per acre at $2 


per bushel__. : ata ie tinal Re Rete alt hentia $11, 900 
Loss or damage to buildings’ contents: 
Loss of 2 barrels tractor oil, 60 gallons at $0.85 per gallon _- $51 
Loss of 250 gallons gasoline in underground tanks at $0.20 
per gallon_- __- be gM site ede CIR 50 - 


Loss of or damage to equipment: 
Loss of Delco light plant and batteries: 


Plant oka sole asc ase ae vette 325 
1G batterios at $10 eneh.... . oo -ssmceccecanaes ee 160 
Repair, replacement, parts and cleanup of farm machinery, 


Pakct Gores iukecdecksnuacerbeeeenkeuele so . 1,000 


1, 485 
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Other loss or damage: Labor for cleanup: 
(1) 3 weeks, 3 people, plus tractor rental at $10 per day, 
estimated sy ; _... $1, 080 
2) $3 per acre- ‘ ae 168 
omnia _ $1, 248 


734 


y, Orville T. Harlan, Jr. 


Leasehold.—Beginning at a point on the east line of sec. 8, T. 56 N., R. 36 W., 
Buchanan County, Mo., 22 chains 72 links north of the southeast corner ot said 
sec. 8, thence east on a line parallel with the south line of sec. 9, in said township 
and range, to the center of the stream known as the discharge from Lake Contrary, 
thence in a southwesterly direction down said discharge along the center of the 
stream to the south line of said sec. 9, thence west along said south line 10 chains 
63 links to the southeast corner of said sec. 8, thence continuing westward along 
the south line of said sec. 8 and the prolongation thereof, westward to the east 
bank of the Missouri River, thence in a northeasterly direction upstream along said 

st bank to a point 22 chains and 72 links distant from the line prolongating the 
south line of said sec. 8, measurement being made at right angles to said line, 
thence east on a line parallel with the south line of said sec. 8 and the westward 
prolongation thereof to the place of beginning on east line of said sec. 8, containing 
200 acres more or less, except that portion used for the construction of dikes. 


f 
] 
i 


Crop loss or damage: Loss of 44 interest in 100 acres growing wheat esti- 

nated 30 bushels per acre at $2 per bushel (see Ada A. Rullman claim). $2, 800 
Other loss or damage: Labor for cleanup after flood, 18 days, 2 persons at 

$10 per day each---_-_----- ; 4 360 


i Aden oit ; 3, 160 


18. Robert C. and Elsie I. Heapiaed 
Freehold.—Sec. 27, T. 57 N., R. 37 W., Buchanan County, Mo. 


Loss of or damage to land: Damage to yard and shrubbery 
Principal building loss or damage: 5-room frame house, 
damage to— 
Floors replaced _-_- ea ait ; $360. 00 
WOM Jocees cc ccdiccs poce ti tz aa. ‘. 142. 00 
Floor coverings--_-_-_ PO kek tliat or 96. 00 
Foundation — ee 90. 00 
Woodwork "ae =e . 95. 00 
Electric system and equipment. ‘ a ‘ 41. 50 
Water sy stem : 47. 00 
Heating system a an s ee 152. 75 
———_——— , 024. 25 
Auxiliary building loss or damage: l-room cabin, items 
stored there: 
oe aa es ; aaa 10. 00 
I are bec a a. anes Et .. 75. 00 
FiIveme se oe as aw Be etter lees : 40. 00 


Other loss or damage: 
Moving and storage after flood___- iM ; 149. 60 
Tourist cabin, 10 weeks at $17.50 per | week ___ 175. 00 
Rented rooms, 9 weeks at $9 per week ______--_---- 81. 00 
nn 405. 60 
Depreciation in valuation due to location in area subject 
to floods: 
5-toom house 
l-room cabin 


2, 575. 00 


364. 85 
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19. Mr. and Mrs. Roy M. Hood 


Freehold.—Lot. 3, ope subdivision, a subdivision of part of lot 3, in the 
fraction SEY of sec. 28, T. 55 N., R. 37 Ww. Buchanan County, Mo. 
Loss of or damage to land: Repair to grounds___-- ‘ais mtg ac ke kia a $25. 00 


Principal building loss or damage: 


Re-laying 3 new pine floors prided eaten --- $227. 50 


Cement porch floor, 6 by 46 feet____- ee 
New wallboard for 1 room : i . Saad 52. 80 
Wallpaper for 3 rooms__-- ~~ --- : De ssid week 30. 00 
Painting inside of house_-__-_---- PE eee 
POUnGNO SONNE ek oe 4 UA eee ca 2 
-_——- 764, 26 
Auxiliary building loss or damage: Repairs to garage____- - - 110. 00 
Loss of or damage to buildings’ contents: ne and repairing 
furniture : Seiizive wees cele Ase 150. 00 
Loss of or damage to equipme nt: Loss of boat. ___ ru See) ; 50. 00 
1, 099, 26 


J. D. Hundley 


wees -8% sec. 28, T6R21, Atchison County, Kans., sec. 34, T6, R21, 
Atchison County, Kans. 


Crop and produce loss: 28 acres wheat destroyed _-_.--.---.------.---- $1, 54 

Livestock loss: 2 head white-faced cows and 4 head white-faced yearling 
steers... -- [ da debe) Side eenns on kde hold mnmnesnee tees 1, 250 
a a a a la ce si 2, 804 


21. Anna Ingersoll, St. Joseph, Mo., R. F. D. 6 


Freehold.— All 20 acres situated in the SW'4 of sec. 36, T. 57 N., R. 36 W, 
beginning at the southwest corner of the aforesaid section, thence east 50 rods 
thence north 64 rods, thence west 59 rods, thence south 64 rods to the place 
beginning, all in Buchanan County, Mo. 


Principal building loss or damage: Teens. painting, and repairing 4 


rooms_.- 1 em ao. eis agile eaten $800 
Auxiliary building loss or r damage: ‘Repair Dcnvcusdeanhes.cinakueen au ; 200 
a a a ae |, a ee 1, 000 


22. L. F. Ingersoll attraction lot, St. Joseph, Mo., R. F. D. 6 


Leasehold becoming freehold shortly after flood.—All of the NW% of the SW 
of sec. 36, T. 57 N., R. 36 W., excepting therefrom a tract of 1 acre more or less 
described as follows: Beginning at the northwest corner of said SW% of said 
sec. 36, thence east along the north line of said \ for a distance of 160 feet, thence 
south and parallel to the west line of said \% for a distance of 323 feet, thenc 
west parallel with the north line of said y, for a distance of 160 feet, thence 
north along the west line of said 4 for a distance of 323 feet to the point e be- 
ginning; also excepting a tract of land i in the NWY of the SW of sec. 36, T. 57 N., 
R. 36 W., described as follows: Beginning at a point 160 feet east of the aacahiwes: 
corner of the SW of sec. 36, T. 57 N., R. 36 W., thence east along the section 
line 1,169.41 feet to the northeast corner of the NW of the SW, thence south 
195.38 feet along the center of the public road, thence in a southwesterly direction 
along the center of the road 1,179.85 feet to a point 160 feet east of the west 
line of said section, thence north 340 feet to the point of beginning, excepting 
therefrom any portion of the public road; also 

All of the north 4 chains of the SW% of the SW of sec. 36, T. 57 N., R. 36 
W.; also 

All of lot 1 in the SE of sec. 35, T. 57 N., R. 36 W., as shown by the United 
States Government survey of November 4, 1840, excepting therefrom the south 
64 rods thereof; also 
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All that part of the SE of sec. 35, T. 57 N., T. 57 N., R. 36 W., excepting the South 
64 rods thereof, lying east of the following-described line. Beginning at 2 point 
on the south line of said SE%4 1,511.5 feet east of the southwest corner thereof 
and 1,127.5 feet west of the southeast corner thereof, thence north 12°58’ east 
1.083.6 feet, thence north 15°37’ west 1,677.4 feet to a point of the north line 
of said SI Yy, 1,236.9 feet west of the northeast corner of said SE}; 

\ll of the foregoing being situated in Buchanan County, Mo. 


; of or damage to land: 
10 loads cinders at $4.50___ $184. 5 
Crushed rock - - - - 60. 


neipal building loss or Can 
Ingersoll residence (per E. C. Riepen Construction 
Co. estimate) : 

Leveling porch and rebuilding piers 

Leveling and raising piers under house - - - 

48 yards linoleum (kitchen-dinette) - 

Painting woodwork and walls- - 

Refinishing floors 

Replace front and rear doors- 

Labor to repair doors, renail base and woodwork - 

Contractor’s profit (10 percent) (including 4 
auxiliary buildings) ._____- Si 

Liability insurance and tax_ - -- 

1, 216. 00 
North house: 

Painting woodwork; walls; back porch kitchen; 
dining, living, bath, and 2 bedrooms 

Linoleum for back porch, kitchen, and .bath- 
it ih si was = axe 

Repair to floors, ‘woodwork, doors 

Leveling of house and piers 

Contractor’s profit (10 percent) 

Liability insurance and tax 


Whip ride: Lumber, nails, paints, and bolts 
Roller coaster, repairs and materials: 
Lumber ae race $112. 00 
Foundation ; ees 400. 00 
Floors ead eee 400. 00 
po ee Selenite ; attacks 24. 00 
- — , 036. 
Old Mill, repairs: 
12 scenes destroyed tee wae ; 1, 500. 00 
Paint and glue ooo S ha alne annie 154. 00 
—_—_-—— , 654. 
Shoot-the-chute, repairs: 
Resurfacing lagoon poe ; ; 700. 00 
Repairs to footings . ; 45. 00 
Repair to incline 7 100. 00 
——-—_— 845. 00 
Arcade: 2 bowling alleys at $300 each______--.----------- 600. 00 
Giant Dipper, repairs: 
Labor and material to footings and incline. __- - - $382. 00 
Cement and sand_-_- -- ae 9 100. 00 
RE ges haere nok eco ees aus 298. 00 
Rubber-coated wire som Sapeh gene au ms = 55. 75 
—— = 835. 75 
Maples Hotel: Plaster, paper, roof, and uprights damaged , 000. 00 
Lunch counter: Cement, 180 square feet, at $0.35_ - 63. CO 
Ice-cream-cone stand: Cement, 420 square feet, at $0.35-- 147. 00 
2-room cottage: Repairs and painting- -- - - 500. 00 
College Inn: Roofs and uprights collapsed, general damage and 
destruction : 2, 500. 00 
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Dance Hall repairs (per E. C. Riepen Construction Co, 
estimate), labor and materials: Ine 
Se, ae cbs SRRe MOON... 4.5565 eek dows nmewcwd $3, 100. 00 P 





POE wes dak ek smn ae ds betes hint dits 35. 00 5 
RT db aetith. be RUA wlan detain 410. 00 
Floor filler_--_--_- SS els Uk eee 285. 00 
1,400 feet, 1 by 8 shiplap DRUID. casa esas 168. 00 I 
7,500 feet. yellow pine floor___- ee p 
Straighten and rebuild back piers aise tari nnk eaten 250. 00 I 
Labor. _- rg uiraeecare Hitt arco aemane 960. 00 
Contractor's profit (10 percent) -_..-.------------ 708. 00 ) 
Liability insurance and tax- - -_-_- sini etait alia 600. 00 2 
—_———— $8, 381. 0 i 
Merry-go-round repairs: 6,950 square feet cement, remove | 
old cement and replace, at 35 cents per square foot__.._....___- 2, 432. 0 
General building repairs and expenses: 
Materials (Wyeth Hardware Co.)_._..._..-------- $652. 98 
Labor throughout park to repair damage_........_ 1, 376. 00 
Materials (Scanler Hardware Co.)_.......--.----- 27. 58 
Labor (Jameson Machine Shop)-----...---.------ 10. 00 
Lumber (Hyde Park Lumber Co.)__---_-_ ~~ cae 25. 48 
Materials (Modern Hardware Co. ) ee 95. 00 
Labor estimate for general labor and repairing build- 
ing damage - - - shin he ae Sake etait ts tances 1, 541. 50 
——___ 3, 728. 54 
Auxiliary building loss or damage: 
Picnic grove, 5 brick ovens destroyed_. - : 250. 00 
4 outbuildings to Ingersoll residence destroyed Sus 175. 00 
a 425. 0 
Loss of or damage to buildings’ contents, 
Ingersoll residence: 
29 by 12. rugs, at $05.................. $190.00 
Dai MNOPONOG. . oo. oe knee 85. 00 
Pt MING a cab ia acen concn 57. 00 
CRIN I oo cc aencmceneccnn 27. 00 
POUOED GOSWOVOG... . «~~ n-ccecssoccrenst 87. 00 
1 Vose concert grand piano damaged___- -- 1, 500. 00 
4 oil paintings destroyed, at $75_._.__..... 300. 00 
7 oil paintings and pictureframesdamaged_ 350. 00 
PE cnc atnaennnme oe oan 35. 00 
1 walnut dining-room suite damaged =sas ‘ar 
1 walnut bedroom suite damaged __-_- -- --- 200. 00 
Pillows, bedding, curtains, and shades 
IN ik 5 Cilia aint while dias Geek 100. 00 
1 mattress destroye ks cso mecca, Conaietme cS 40. 00 
1 chifforobe destroyed_------_--- 65. 00 Los: 
1 Regina music box with 36-inch steel di 
CUED DONNIE 6 oii cebensde wom Kwon 300. 00 Ot! 
— 3, 586. 00 
6 mirrors in dance hall destroyed_- -- ow ; 298. 00 
15 toilets, bowls and plumbing material damaged. - 178. 00 
2 barrels turpentine lost: 110 gallons, at 69 cents. -- 75. 90 I 
1 barrel linseed oil lost: 55 mes at $2.50__ 137. 50 | 
21 barrels dry color destroyed__._....-..---.----- 125. 00 _ 
3 desks (in office) dest roy tr a varia acne 250. 00 Los 
82 gallons paint, at $4.75, destroyed - cic ; 389. 50 Pri 
Liquid furniture soap lost__- . 37. 35 
4 barrels black roofing paint, at $37.75, dest royed _ 143. 00 
8 cases toilet paper destroyed (in shop)___.-------- 96. 00 
Reupholstering furniture (Potter Bros.) __— —- Ibe 54. 00 
Office records destroyed. ____. a dicate cielcalee 100. 00 Aw 
Refreshment building: Los 
100 leather chairs destroyed___ .... $200. 00 
122 tables painted and repaired .. 244. 00 
—_——- 444. 00 
Rope destroyed _ - we 75. 00 
333 wooden chairs damaged, paint ‘and labor____- 333. 00 
78 rocking chairs damaged, paint, repair, and labor_- 156. 00 


9 large lawn chairs damaged, paint, repair, and labor- 18. 00 


6, 496, 25 
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lamage to equipment: 
‘ower lawn mower damaged $41. 04 
cash registers damaged 300. 00 
large cash register damaged 100. 00 
Belt, 13 inches by 31% feet, leather, damaged ___ 200. 00 
Belt, 16 inches by 58 feet 10 inches, leather, endless, 
damaged 200. 00 
Belt, 20 inches by 71 feet 8 inches, web, endless, 
damaged 25. 00 
Metal fences and pickets damaged 250. 00 
200 rolls tickets destroved 2. 00 
i public-address system destroyed 00 
Drying out motors (McAdoo statement) _- 9] 
Roller coaster” repairs and materials: 
Leather upholstery ee $389. 00 
Cowfelt and cotton : icot 20. 00 
Tacks and guimp___ . 10. 00 
Repairs to cars E 105. 00 
“Old Mill,”’ reupholstering boats 
“Shoot-the-Chute,”’ paint and upholstering 
Arcade: 
10 post-card vending machines, at $50, 
dest royed_ s 4 wes SO 
1 automatic coin phonograph de- | 
stroyed 575. 00 
3 candy vending machines, at $10, 
destroyed 30. 00 
3 nut vending machines, at $10, de- 
stroyed EP Sees 30. 00 
8 Mutoscopes, at $50, destroyed 100. 00 
5 pinball machines, at $60, destroyed 300. 00 
1 disk-machine destroyed 125. 00 


| ball-game machine destroyed 175. 00 
2 fortune-telling machines destroyed 20). 00 


Baking and repair of motors: 
1 75-horsepower : : 500. 00 
1 30-horsepower_-_-_-__- ‘ 125. 00 
1 25-horsepower 00 
= 725. 00 
| blower and motor destroyed 100. 00 
2 table saws destroyed ; 120. 00 
tnd $6, 336. 95 
Loss or damage to merchandise: Merchandise for vending machines 
destroyed 265. 00 
Other loss or damage: Moving furniture from and to home 84. 00 


Weis él 40, 075. 99 


Vr. and Mrs. Albert Jones 


Freehold.—Lot 2, Connor subdivision, a subdivision of part of lot 3 in the 
fractional SE}, of sec. 28, T. 55 N., R. 37 W., Buchanan County, Mo. 


Loss of or damage to land, grounds damaged (residence) __-.- - $25. 00 
Principal building loss or damage: 

Foundation : ; 7s “ 

Walls and floors 5 ; _ §00. 00 

Heating plant ‘ 100. 00 

- - 900. 00 

\uxiliary building loss or damage___ ; 75. 00 
Loss of or damage to buildings’ contents: 

Furnishings he $200 

Personal belongings 25 
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Loss of or damage to equipment, automobile damage J i SAO. 0 Principe 
Other loss or damage: Lum! 
Evacuation loss $422. 00 Cot 
Rent during flood, including rent for and care of 84-year- 
old mother 186. 00 
Storage and moving_. 75. 24 
Miscellaneous additional items of loss 50. 00 
a 683. 2 
Total... 2, 018 
3 Ge 


24. Walter Keimig 
Freehold.—See. 21, part of sec. 27, and part of N. % of sec. 28, T. 6, R. 2 
Atchison County, Kans. 


Crop and produce loss, 138 acres wheat destroyed -.-.- $10, 156 
Loss of or damage to equipment, 2 Allis-Chalmers crawler-type 
tractors destroyed by submersion, rust, corrosion, and freezing; al 
model L No. 1443 and model K No. 3641 1, 000. 0 , ne 
Total 11, 156. 5 De 
25. Francis FE. Langston and Eva P. Mansfield, doing business as Camp Lake S} 

Freehold.— Beginning at a point 138.0 feet south of the 4% section corner on t} Loss of 
west side of sec. 27, T. 55 N., R. 35 W., thence east normal to the west lin: W 
said sec. 150.0 feet, thence south 130.8 feet to the water’s edge of Sugar Lak K 
thence south 83°29’ west with said water’s edge 150.8 feet to the section li U's 
thence north with said section line 147.8 feet to the place of beginning; conta K 
0.479 acres; and all of the west 10 feet of lot 1, in Dunean’s 2d subdivision of pai M 
of SW‘4 sec. 27, T. 55 N., R. 37 W., Buchanan County, Mo. R 
Loss of or damage to land, grounds repair: Dirt, gravel, sand hauling Loss 0 

and labor SL5O. Of B 
Principal building loss or damage (per Hixon ; P 

Lumber Co. estimates for cottages 

Cottage No. 1 repairs Other 
Linoleum tile, 1 room $130. 00 \ 
Wallpaper 65. 00 ( 
Asphalt flooring tile 170. 00 I, 
tepair foundation 50. 00 
Paint and labor 133. 38 

$548. 38 
Cottages Nos. 2, 3, and 4 repairs: 
Painting, material, and labor 561. 12 
Wallpaper 180. 00 
Repair floors 25. 00 
Repair foundations 200. 00 6. # 
966. 12 I 

Cottage No. 5 repairs: Coun 
Painting, material, and labor 196. 02 lone 
Wall tile 65. 00 a 
tepair foundatior 75. 00 | 
Repair floors 40. 00 
Wallpaper 60. 00 

436. 02 
Cottage No. 6 repairs: 
Wallpaper 75. 00 Crop 
Painting 160. 56 Rees 
Repair floor 25. 00 Prit 
Sand and refinish floor 48. 00 
Foundation repair 100. 00 
teplace door 2 feet 8 inches by 6 feet 8 
inches 14. 00 Auy 
Replace door 2 feet 0 inches by 6 feet 0 Lone 
inches A eo pee oe 26. 00 fu 
448. 56 Oth 


m 
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Principal building loss or damage—Continued 
Lumber Co. estimates for cottages—Continued 
Cottage No. 7 repairs: 
Foundation repair 
Tile in bathroom 
Painting 
New flooring 
Repair flooring : 
Breakfast nook repair 


General repairs not in Hixon Lumber Co. 
estimate: 
Plumbing and pipes, all cottages 200. 00 
Toilet stool and labor, cottage No. 3 20. 00 
Linoleums 200. 00 


Auxiliary building loss or damage: 
Swimming pool repair (per Hixon Lumber Co 
estimate 
Dock repair, material and labor 
100, OO 
ss of or damage to buildings’ contents: 
Window shades and curtains 
Kitchen chairs 
lables 
Kitchen utensils 
Mattresses and daybeds 
Repairing and refinishing furniture 


ss of or damage to equipment: 
Boat repair (per Hixon Lumber Co. estimate 
Pump and motors, repairs, parts, and labor 
910. 00 
her loss or damage: 
Moving and storage, including labor 
Cleanup of grounds and cottages 
Loss of business: 
On cottages SS60. 00 
On boats 900, 00 


2, 295. 00 
», 897. 97 


Flossie McQueen, Box 602, South St. Joseph, 
Freehold.—The W of the NE of sec. 28, T. 57 N., R. 36 W., Buchana: 
County, Mo. 


Loss of or damage to land: 
Rerocking and grading private road Q 
Purchasing and grading extra dirt for refilling 
Damage to concrete sidewalks, replacement necessary on account 
of sinking i he 
Damage to shrubbery 


S250 


ou 


100 
20 
$420 
Crop and produce loss, 1 hive of bees lost 10 
Livestock loss, poultry: 2 turkey hens, at $7.50; 2 chick hens, at $7.50 30 
Principal building loss or damage: 
Moisture damage to paint 10 
tepainting, replacements, and general cleanup 100 


Auxiliary building loss or damage, damage to fences 

Loss of or damage to building’s contents, water and removal damage to 
furniture and china 

Other _ or damage, moving furniture out and in, plus storage for 2 
months 
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<e 


7. Millard Overton 


Leasehold.—Part of sec. 27 and part of N% of sec. 28, T. 6, R. 21, At 
County, Kans. 


Crop and produce loss: 


105 acres wheat destroyed $5, 827. 50 

20 acres corn destroyed 1, 360. 00 
pee: at, 187 
Livestock loss, 20 head hogs lost by drowning and/or freezing 1(0)() 
‘ ”»s 


8. Ralph H. Price 


Freehold SW, sec 18, 7; z; R.. 22, Atchison County, Kans.; sec. 17, T. 7 
R. 22, Atchison County, Kans. 


Loss of or damage to land: 60 acres tillable land cut off by slough and 
rendered unusable for 1 year > 
Crop and produce loss: 30 acres wheat destroyed os ‘ | 

Livestock loss: 34 head white-faced cattle, age 5 years, lost by drowning 
and/or freezing 1] 


Se 


9. Ada A, Rullman 

Freehold.—Beginning at a point on the east line of sec. 8, T. 56 N., R. 36 \ 
Buchanan County, Mo., 22 chains 72 links north 9f the southeast corner of sa 
sec. 8, thence east, on a line parallel with the south line of sec. 9, in said towns 
and range, to the center ot the stream known as the discharge from Lake Contra: 
thence in a southwesterly direction down said discharge along the center 0 
stream to the south line of said sec. 9, thence west along said south line 10 cha 
63 links to the southeast corner of said sec. 8, thence continuing westward al 
the south line of said sec. 8 and the prolongation thereof, westward to the « 
bank of the Missouri River, thence in a northeasterly direction upstream a 
said east bank to a point 22 chains and 72 links distant from the line prolongat 
the south line of said sec. 8, measurement being made at right angles to said 
thence east on a line parallel with the south line of said sec. 8, and the westwa 
prolongation thereof to the place of beginning on east line of said sec. 8, contai: 
200 acres, more or less, excepting that portion used for the construction of dil 


Loss of or damage to land: 
t acres top soil removed by gouging out and washaway, 75 


percent loss at $100 per acre . $300 
10 acres covered with sand and silt, total loss at $100 per 
acre 1, 000 


Crop loss or damage: 100 acres growing wheat (Harlan farm) 
average estimate 30 bushels per acre; saved 2 bushels per acre, 
net loss 2,800 bushels at $2 per bushel; $5,600. Claimant had 
46 interest therein (see Orville T. Harlan, Jr.) he 2,8 
Principal building loss or damage: 2-story, 6-room frame house 
floated off foundation, crushed by ice floes, and sunk, total 


loss 4, OI 
Auxiliary building loss or damage: 
Cattle barn, destroyed in same manner as house_- aa $625 
Combination shed-garage, destroyed in same manner as 
house 425 
1.0 
9, 15 


30. Lake states, Inc. (S. J. Shepherd, president) and S. J. Shepherd, St. J 0s 
Mo., R. F. D.6 


Loss 


Freehold.—69.71 acres in south part of SE% of SE}, in sec. 32, described as 


follows: 

Beginning at southeast corner of said see. 32, thence west 2,667 feet, then 
north 19° 42’ west 400 feet, thence north 18° 27’ west 460 feet, thence north 2° 3 
east 266.3 feet, thence east parallel to the south line of the above-described secti« 
2,930 feet to the east line thereof, thence south 1,079 feet to the beginning; and 


; Oth 
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ist 30 acres of W444 of E44 of NW4 and 65.54 acres in south part of south- 
tional 44, except 10.27 acre ditch, in sec. 33: and 
sin NW of NW and 20 acres in Ws of SW, of NW in see. 34: and 
res in SE%4 of SW, and 31 acres more or less in the W% of SEM: 
tions in all 96.66 acres, except a tract of land 244.72 feet by 356 feet in 
rd), 
f the foregoing being situated in T. 57 N., R. 36 W., Buchanan Count y, Me 
f or damage to land: 
acres pasture at 
$30 per acre for resceding. 
$10 per acre for labor. 
$48 per acre for rental value 
$388 per acre $3, 520 
10 acres corn land: estimated yield, 60 bushels per 
acre, at $1 per bushel net 2, 400. 
8 acres wheat land: estimated yield, 25 bushels per 
acres, at $1.40 per bushel net 630 
Private roads washed out, cost of repair 250 
800. 00 
and produce loss: 
100 bushels corn (in crib), at $1.40 per bushel 560. 
160 acres alfalfa, 4 tons per acre, at $22 net less 110 
acres saved 100 
) acres fertilizer, at $8 per acre 100 
av (in barn) _. 100 


{ 
H 
760. 00 

nal building loss or damage 
Residence: 

Foundation damage $275. 00 

Bathroom 150. 00 

Sidewalk and steps 120. 00 


|-room tenant house damaged 
t-room tenant house: Replace floors, repair plaster 

and porch, replace wallpaper 

995. 00 
Auxiliary building loss or damage: 

Garage damage 4 200 
Summer house and contents damage _ - 100 
Cellar and contents damage 150 
Chicken house damage 30 
[ruck garage damage 20 
Feed storage building damage : 3 200 
Brooder house foundation damage - - 5 75. 
Machine barn damage_-_ ; 50 


Loss of or damage to buildings’ contents: 
tesidence: 
Furnace 
Water pump 
Hot water heater 
Motors 
Septic tank - 


Loss of or damage to equipment: 
| sawmill damaged _ _ 
Tractor and machinery damaged 
2 miles fence destroved_ 
Cistern_ 
Underground tank and pump (gas) 
4,000 feet assorted new sawed lumber, sycamore and 
elm, at $50 per M (estimated) 200. 
200 fence posts, at 75 cents each (estimated) | 150. 
eee 2, 220. 00 
Other loss or damage, yard fence destroyed - -- - ee 160. 00 


17, 089. 75 
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t 


31. Mitchell T. and Catherine Thomas, Pacific Street, St. Joseph, Mo. 


Freehold.—The SW'4 of sec. 13 and the W's of the SE% of see. 13, ana verte? 
SE of the SE% of sec. 13, and the south 250 feet of the NE of the SE of x of 
13, and all of sec. 24, all in T. 58 N., R. 36 W., Andrew County. Mo.: and Be aes 

That part of the south 250 feet of the NW, of the SW of see. 18, T. 58 Umit 


R. 35 W., Andrew County, Mo.; and 





That part of the south 250 feet of the NW‘, of the SW! of see. 18, T. 58 ) ° 
R. 35 W., lying west of the C. B. & Q. Railroad Co. right-of-way, in And 
County, Mo.: and 
\ tract of land 150 feet in the southwest corner of the NW‘; of the SW 
sec. 18, T. 58 N., R. 35 W. Andrew County, Mo.; together with 
All accretions to all of the foregoing land 
Loss of or damage to land: 
Land lost by inundation | 
Crop and produce loss: Shrubbery lost 
Principal building loss or damage: 
5-room house, including furnace and fireplace mantle $5, 000 
3-room tenant house +, OOO 
 { 
Auxiliary building loss or damage: Barn lost ; 
Loss of or damage to building contents: Furniture in houses lost 1 0) 
Loss of or damage to equipment 
Windcharger system washed into river $200 
16-foot boat lost SO 
Implements 200 
Fencing 100 
8 
17. ( 
IS Vace Trackwell 
Leasehold.—56.4 acres more or less, being the west part of the SW4, of 
10, T. 53 N., R. 36 W., and the west part of the NE}; of see. 15, T. 53 N., R. 36°\\ 
lying north of the Missouri-Kansas agreed line, more particularly described 
follows: Beginning at the northwest corner of the SE}, of see. 10, and rum 
thence east 646 feet, thence south 3,911 feet to a point on the Missouri-Kansa 
agreed line, thence west along said line to a point south of the beginning, ther 
north to the beginning, except a right-of-way easement over and across 
west 30 feet of the SE}, of said sec. 10, Buchanan County, Mo. 
Crop and produce loss: 
16 acres growing wheat: Average estimate 40 bushels per acre at $2 a 
per bushel equals $3,680. Claimant had ' interest therein $1, 84 The 
80 acres growing wheat: Average estimate 40 bushels per acre at $2 7 
per bushel equals $6,400. Claimant had \% interest therein 3, 20 "y 
as div! 
er the 
of t 
DEPARTMENT OF THE ARMY, thr 
Washington 25, D. C., December 9, 1953 la 
Hon. Cuauncey W. Reep, saic 
Chairman, Committee on the Judiciary, hol 
House of Representatives. acc 
Dear Mr. CuarrMan: Reference is made to your request for the views of t! tio 
Department of the Army with respect to H. R. 6749, 83d Congress, Ist sessior cre 
a bill for the relief of certain claimants against the United States who suffer an 
property damage or other loss as a result of the flood of the Missouri River abi 
the vicinity of Kickapoo Bend, south of St. Joseph, Mo., in January—Mareh 1949 
The Department of the Army is opposed to the enactment of the abov as 
mentioned bill ha 
The purpose of this measure is to authorize and direct the Secretary of t Ri 
Treasury to pay, out of any money in the Treasury not otherwise appropriated | 
to the claimants hereinafter named, the sums hereinafter specified in full satisfa (2 
tion of their respective claims against the United States for compensation for ns 
property losses or damages stated in the bill as having been sustained by then in 





as the result of a flood of the Missouri River, in the vicinity of Kickapoo Bend th 
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of St. Joseph, Mo., in the months of January through March 1949, which 
\d, the bill states, resulted from an ice gorge which was caused by the existence 
pile dikes constructed and placed in the Missouri River between Kickapoo 
} and Iatan Bend, by or under the direction of the Corps of Engineers of the 

{ States Army: 

1) B. Amusement Co. (Robert H., J. C., Kenneth, and Mrs. J. R. Bowers). 
$1,887.50; 

(2) Syntbia A. Balley, $6,216; 

3) Mrs. J. R. Bowers, $713; 

(4) Ruth E. Brady, $19,650; 

5) Paul and Gertrude Calvert, $1,600 

(6) Robert E. and Nora B. Christie, $4,650.50 

(7) Joseph W. and Dorothy St. John Connor, $3,143.84 

(8) John E. and Frances F. Cook, $64,883 

(9) Donald Cox, $5,240.32; 

(10) Jack Cummings, $9,258.61; 

(11) Clarence R. and Virginia M. Drain, $1,704.85 

George and Stella Dulean, $1,900; 

Klija Embry, $3,515; 

Alva Fulk, $5,880; 

Ray Greer, $6,541; 

O. T. Harlan, $14,734; 

Orville T. Harlan, Jr., $3,160; 

Robert C. and klsie I. Hoagland, $4,364.85 

Mr. and Mrs. Roy M. Hood, $1,099.26; 

J. D. Hundley, $2,804; 

Anna Ingersoll, $1,000; 

L. F. Ingersoll Attraction Lot, $40,075.99; 

Mr. and Mrs. Albert Jones, $2,018.24; 

Walter Keimig, $11,156.50; 

Francis E. Langston and Eva P. Mansfield, doing business as Camp 
Lake Shore, $6,897.97; 

(26) Flossie F. McQueen, $970; 

(27) Millard Overton, $7,587,;50; 

(28) Ralph H. Price, $13,855; 

(29) Ada A. Rullman, $9,150; 

(30) Lake Estates, Inc. (8. J. Shepherd, president), and 8S. J. Shepherd, 
$17,089.75; 

(31) Mitchell T. and Catherine Thomas, $17,630; 

(32) Mace Trackwell, $5,040. 

The property losses or damages fall into two categories: Farms located in the 
river bottom lands and properties located at two summer resorts (Sugar Lake 
and Lake Contrary) in Buchanan County, Mo., and Atcheson County, Kans 
Che claim of Mitchell T. Thomas and Catherine Thomas, numbered (31) in the 
st of claimants above, involves property located in Andrew County, Mo 

In August: 1948 Mitchell T. Thomas and Catherine Thomas instituted suit in 
the United States District Court for the Western District of Missouri (St. Joseph 
division) seeking daniages in the amount of $17,630 from the Government under 
the Federal Tort Claims Act because of the alleged loss of or damage to certain 
of their property which resulted from the throwing of water upon their property 
through the improper placing of dikes or revetments in the Missouri River. 
Plaintiffs alleged negligence on the part of the Corps of Engineers in placing the 
said structures in the Missouri River. The court dismissed the complaint, 
holding that the details or method of carrying out the plan as submitted to and 
accepted by the Congress for the development of navigable streams for naviga- 
tion or for flood control under the direction of the Chief of Engineers is a ‘‘dis- 
cretionary act’’ within the meaning of the Federal Tort Claims Act exception 
and would not render the Government liable for damages resulting from the 
abuse of that discretion or any error in carrying it out (81 F. Supp. 881 

The Thomas suit for $17,630, filed in August 1948, is made up of the same items 
as the claim for $17,630 in H. R. 6749 for property losses or damages alleged to 
have been sustained by these claimants as a result of the flood of the Missouri 
River in the months of January through March 1949 

The claimants (20) J. D. Hundley, $2,804, (24) Walter Keimig, $11,156.50, 
(27) Millard Overton, $7,587.50, and (28) Ralph H. Price, $13,855, in the bill 
nstituted civil suits in the United States District Court for the District of Kansas 
in January 1951 under the Federal Tort Claims Act. The plaintiffs alleged that 
their farm properties (real and personal) located near Kickapoo Bend, Missouri 


nit 
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River, were lost or damaged due to an ice jam in the bend alleged to hay been 
caused by the negligence of the Corps of Engineers in placing certain structupes 
in the river. The cases were dismissed by the court in May 1951 for lack of 
jurisdiction in the subject matter. The record shows that the complaint j each 
case failed to allege facts upon which relief could be granted by the court, ginoe 
the acts complained of clearly fall within the exception of the Federal Tort ( laims 
Act as discretionary acts performed by an agency of the United States. TI field 
investigation on i R. 6749 indicates that some of the claims involved j these 
suits may be without foundation; that the matter was reported to the United 
States attorney at Topeka, Kans., who handled the cases, and that in view of ¢} 
disposition of the iits the information was not investigated or ve rified. 

Joseph W. Connor (7 L. F. Ingersoll (22) . and Mitche 1] se Thomas dl), 
named in the bill, are deceased 

The ice gorge or jam was not due to structures placed in the Missouri River by 
the Corps of ingineers as stated in H. R. 6749. It was due to unusual weather 
conditions The re has not been a flood due to an ice gorge or jam in the locality 
described in the bill since 1949. There could, however, be a recurrence if similar 
weather conditions again prevail 

The claimants in H. R. 6749 are only a comparatively few of the people who 
sustained property damage due to the flood referred to in the bill. There were 
94 homes, 64 cabins and 5 business places flooded. 

It has }ong been settled law that the Federal Government, its agencies, and in- 
strumentalities, are not liable for consequential damages arising out of the con- 
struction or operation of navigation improvement (Atchley v. Tennessee Valley 
Authority, 69 F. Supp. 952, citing numerous cases 

The enactment of H. R. 6749 would undoubtedly not only result in other claim- 
ants whose property was likewise damaged as a result of the flood in question, 
but would be the forerunner of legislative proposals seeking redress for damages 
to property due to any flood of the Missouri River or of any other navigable stream. 

There is enclosed a copy of Report on Navigation Improvement on the Mis- 
souri Along Kansas-Missouri Borderline, prepared in response to an inquiry 
of Mr. Cole of Missouri, who introduced H. R. 6749. This report discusses the 
cause and history of ice jams and refers specifically to the ice jam which resulted 
in the flood described in the bill . 

There is also enclosed a breakdown of the claims listed in H. R. 6749 which is 
based on information furnished by the attorney representing the claimants. T 
information has not been verified. Information was received from one of the 
claimants to the effect that he has a contract with the attorney representing the 
claimants whereby he would receive 50 percent of any damages recovered from 
the Government. 

The enactment of H. R. 6749 will involve the expenditure of Federal funds it 
the amount of $295,416.68. 

The Bureau of the Budget has advised that there is no objection to the submis- 
sion of this report. 

Sincerely yours, 














L0BERT T. STEVENS, 
Secretary of the Army 
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Aprit 6, 1954.—Committed to the Committee of the Whole House and ordered 
to be printed 


Mr. Lane, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany H. Res. 491] 


The Committee on the Judiciary, to whom was referred the resolu- 
tion (H. Res. 491) for the relief of Tom R. Hickman and Nannie 
Conley, having considered the same, report favorably thereon 
without amendment and recommend that the resolution do pass. 

This resolution is merely to refer H. R. 8063, a bill for the relief of 
Tom R. Hickman and Nannie Conley, to the United States Court of 
Claims for the findings of fact and report its conclusion to the Con- 
ress. Your committee is of the opinion that it is a case that should 
e referred to the court and, therefore, recommend favorable con- 
sideration to the resolution. 


[H. R. 8063, 83d Cong., 2d sess.] 
A BILL For the relief of Tom R. Hickman and Nannie Conley 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That the Secretary of the Treasury be, and he is 
hereby, authorized and directed to pay, out of any money in the Treasury not 
otherwise appropriated, the sum of $60,937.40 to Tom R. Hickman and Nannie 
Conley, of Gainesville, Texas, in full settlement of all claims against the United 
States for gravel excavated and removed by the War Department from Camp 
Howze tract numbered 154, Camp Howze, Texas: Provided, That no part of the 
amount appropriated in this Act in excess of 10 per centum thereof shall be paid 
or aiivered to or received by any agent or attorney on account of services rendered 
in connection with this claim, and the same shall be unlawful, any contract to the 
contrary notwithstanding. Any person violating the provisions of this Act shall 
be deemed guilty of a misdemeanor and upon conviction thereof shall be fined in 
any sum not exceeding $1,000. 
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AFFIDAVIT 
Tue State or Texas, 
County of Cooke: 

Before me, the undersigned authority, this day personally appeared p> m R 
Hickman, to me well known, and who, after being by me duly sworn, did depose 
and say: 

‘The late W. B. Hickman, my father, opened this gravel pit when he was county 
commissioner in 1892, 1893, or 1894. I was 7 or 8 years old at the time. 

“In January, 1904, 10 or 11 years later, my father bought this piece of property 
on account of the gravel being there. Some gravel was sold over the long period 
of years until the Government took it in 1942. The gravel was discussed with the 
different project managers during the process of taking. They kept evading, byt 
finally said that they would see that we were paid for the gravel. On July 1 
1942, I wrote a letter to the War Department, Real Estate Division, calling thei; 
attention to the pit. They never replied. 

“On July 23, 1942, I transferred to my minor children, to my sister’s children 
including minors, and my brother's children including minors, an undivided one- 
third interest to each set of children in and to all oil, gas, and other minerals in and 
under this property (the other minerals meant gravel). TI refused to accept the 
price offered by the Government, and did not accept it until the Federal land- bank 
agents told me that they could not determine who held priority 4 until someor 
had been paid. T therefore accepted payment and bought the land back so as to 
keep from losing the minerals. Judge Bryant issued a directive on the Ist day of 
May 1947, ordering me to deed to the aforementioned three sets of children a 
one-third interest in the minerals to each set as soon as the Government had 
deeded to me. However, the Federal land bank deeded to me and mv wife the 
surface and surface alone, and to the three sets of children the minerals as their 
interests were at the time of the Government’s final declaration of taking, which 
was several days after | made the original mineral deeds to the children. The 
children were not paid anything for their mineral rights. ‘The minerals were 
deeded back to them minus approximately 300,000 yards of gravel. This tract 
No. 154, cost me $4 less per acre than the Covernment gave us for it. Some o 
this gravel was hauled onto other tracts that came back at $30 less, and the present 
owner is now selling gravel that came off my place at 20 cents ayvard. The original 
appraisal sheet written out by Mr. Alton Johnson says, among other things 

‘There is an active gravel pit on this property. I have not reflected the value of 
the gravel in the price of the land.’ Mr. Homer Hamm of Wichita Falls who 
appraised this tract for the Federal land bank told me that he was not giving m 
any consideration for the gravel having been removed; that I would have to file a 
claim against the Government. I have sold gravel out of this pit for 20 cents a 
yard since receiving it back from the Government.”’ 
Tom R. Hickmay. 


Sworn to and subscribed before me this 16th day of March A. D. 1954. 


[SEAL] B. L. LewTer, 
Notary Public in and for Cooke County, Tex 





AFFIDAVIT 
Tue State or Texas, 
County of Cooke: 

Before me, the undersigned authority, this day personally appeared Tom R. 
Hickman, to me well known, and who, after being by me duly sworn, did depose 
and say: 

“The excavation made by the Federal Government’s removal of gravel from 
Camp Howze Tract No. 154 is as follows: 

325 yards long, 150 yards wide, which would be 48,750 square yards; multi- 
plied by the average de pth, which is 5 yards, would give a total cubic yardage of 
D4: 3,750. When gravel is dug up and loaded into ears or trucks it always increases 
one-fourth, which would be 60,937 additional yards, making @ grand total of 
304,687 cubic yards. Figured at the former and present price of 20 cents per 
cubic yard, the total amount is $60,937.40.” 

Tom R. HicKMan. 


Sworn to and subscribed before me this 16th day of March A. D. 195+. 


[SEAL] B. L. LERATER, 
Notary Public in and for Cooke County, Tez. 
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AFFIDAVIT 
Tue STATE OF TEXas, 
County of Cooke: 


Before me, the undersigned authority, this day personally appeared Boyd 
Ware, to me well known, and who, after being by me duly sworn, did depose and 


: I have purchased approximately 1,000 cubic yards of gravel a month from the 
Fish Creek area, at 25 cents per cubic yard. I have used the above amount each 
nonth for the last 2 years.”’ 

Boyrp W ARE. 


Sworn to and subscribed before me this 16th day of March A. D. 1954. 


[sEAL} B. L. Lewrer, 
Notary Public in and for Cooke Co inty, Tex. 


—_-— 


AFFIDAVIT 
Tue Strate oF TExXas, 
County of Cooke: 

Before me, the undersigned authority, this day personally appeared John C 
Simpson, to me well known, and who, after being by me duly sworn, did depose and 
say: 

That in 1951 Harrison Engineering & Construction Co. took 69,420 cubic 
yards of bank-run gravel from the Ira Ward property in the old Camp Howze 
area for use in construction of U.S. Highway No. 77. They paid 10 cents a yard 
for this materiel. The Texas Highway Department has purchased approxi- 
nately 6,000 cubic yards of bank-run gravel for maintenance operations from 
various property owners in the old Camp Howze area during the last 4 years 

“In the near future we plan to secure approximately 40,000 cubic yards of 
gravel from the old Camp Howze area for use in the construction of Farm Highway 
No. 1201 

Jno. C. Srupson, 
Senior Resident Enaineer, 
Texas High way Denartme 


Sworn to and subscribed before me this 16th day of March A. D. 1954 
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[SEAL] B. L. LEwrer, 
Notary Public in and for Cooke County, Ter. 


AFFIDAVIT 
THE State or TEXas, 
County of Cooke: 

Before me, the undersigned authority, this day personally appeared Ira Ward, 
to me well known, and who, after being by me duly sworn, did depose and say: 

“That I have sold from the Fish Creek area in the old Camp Howze Range, in 
the neighborhood of 100,000 yards of road and concrete gravel at an average of 
13 cents per yard.” 

InA WARD. 


Sworn to and subscribed before me this 16th day of March, A. D. 1954. 
[SE AL] 
B. L. Lewrer, 
Notary Public in and for Cooke County, Tez. 


AFFIDAVIT 
Tue Srate or Texas, 
County of Cooke: 

Before me, the undersigned authority, this day personally appeared Claude A, 
Beck, to me well known, and who, after being by me duly sworn, did depose and 
say: 

“That since the different tracts of land composing the area of Camp Howze 
were returned to the original owners and other purchasers in 1947, I have sold off 
my place in and around the cantonment area approximately 6,000 cubic yards of 
good road gravel, at an average of 15 cents per yard. 
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“The above gravel was originally hauled from gravel deposits on other Camp 

° “* ‘ . *? 

Howze tracts in the Fish Creek area and used to build roads on my tract in ¢} 
cantonment and warehouse areas.”’ 


ie 


CuiaupE A, Bi 
Sworn to and subscribed before me this 16th day of March, A. D. 1954. 
[SEAL] 
B. L. Lewrer, 
Notary Public in and for Cooke County, Tex 





AFFIDAVIT 
Tue State or Texas, 
County of Cooke: 

Before me, the undersigned authority, this day personally appeared H 
Perry, to me well known, and who, after being by me duly sworn, did dey 
and say: 

“That since the different tracts of land composing the area of Camp Howze 
were returned to the original owners and other purchasers in 1947, I have sold 
off my place in and around the cantonment area approximately 3,000 cubic 
yards of good road gravel, at an average of 15 cents per yard. 

“The above gravel was originally hauled from gravel deposits on other Camp 
Howze tracts in the Fish Creek area and used to build roads on my tract in the 
cantonment and warehouse areas.” 


ORE 


Hue Perry 
Sworn to and subscribed before me this 16th day of March A. D. 1954. 


[SEAL] B. L. LeuRTER, 
Notary Public in and for Cooke County, Tex 


AFFIDAVIT 
Tue State or Texas, 
County of Cooke: 

Before me, the undersigned authority, this day personally appeared Frank W 
Phillips, to me well known, and who, after being by me duly sworn, did depose 
and say: 

“T have bought from the Fish Creek area in the old Camp Howze Range in 
the neighborhood of 20,000 yards of road and concrete gravel at an average of 
15 cents per yard.” 

FraNK W. PHILLIPs, 

Sworn to and subscribed before me this 16th day of March A. D. 1954. 


[SEAL] B. L. LEurTsER, 
Notary Public in and for Cooke County, Tex 


AFFIDAVIT 
STATE oF TEXAS, 
County of Cooke: 

Before me, the undersigned notary public in and for Cooke County, Tex., 
personally appeared C. E. Marshall, who, being duly sworn, deposes and says: 

“That he is a resident of Cooke County, Gainesville, Tex., and for a number 
of years owned and operated a range portions of which join the lands now owned 
by Tom Hickman, and generally known as the W. B. Hickman estate; 

“That he is familiar with the Hickman lands and especially that portion in the 
Corbett survey as he leased and operated this land in connection with that owned 
by him; 

**That since about 1910 he has had occasion to notice a gravel pit situated in the 
southeastern portion of the Hickman land and that to the best of his knowledge 
this pit had been excavated to a depth of from 2 to 4 feet in securing gravel and 
that at the time the United States took charge of the land for the construction and 
operation of Camp Howze the pit was as described above, that is to the best of 
his knowledge: 

“That since the Government abandoned Camp Howze he has had occasion to 
pass by and again observe the condition of the land and pit, where gravel has 
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been removed from a rather large section of the property. The pit is of irregular 
shape and the depth varies so that without a survey the area or amount of gravel 
removed could not be determined.” 

C. E. MarsHatt. 


Signed and subscribed to before me, a notary public in and for Cooke County, 
Tex., this 10th day of February 1954. 


[sEAL] J. D. Howerna. 


AFFIDAVIT 
STATE OF TEXAS, 
County of Cooke: 
Before me, the undersigned notary public in and for Cooke County, Tex., this 
day personally appeared D. L. Monroe, who, being duly sworn, deposes and says: 
That he is a resident of Gainesville, Tex., and has owned with his brother a 
considerable tract of land to the east and adjoining a tract now owned by Tom 
Hickman and known as the W. B. Hickman estate; 
“That since 1929 he has had occasion to pass along the road between the two 
tracts and has observed a gravel pit in the southeast corner of the Hickman tract; 
That since the United States abandoned the use of Camp Howze he has ob- 
served that considerable gravel has been removed from a large irregular tract at 
various depths. The area and quantity would be hard to estimate without an 
actual survey.” 
D. L. Monroe. 


Signed and subscribed to before me, a notary public in and for Cooke County, 
Tex., this 10th day of February 1954. 
J. D. Howera. 


DEPARTMENT OF THE ARMY, 
Washington, D. C., October 18, 1948. 
Hon. Earn C. MIcHENER, 
Chairman, Committee on the Judiciary, 
House of Representatives. 


Dear Mr. Micuener: The Department of the Army is opposed to the enact- 
ment of H. R. 6540, 80th Congress, a bill for the relief of Tom R. Hickman. 

This bill provides as follows: 

That the Secretary of the Treasury be, and he is hereby, authorized and 
directed to pay, out of any money in the Treasury not otherwise appropriated, 
the sum of $60,937.40, to Tom R. Hickman, of Gainesville, Texas, in full settle- 
ment of all claims against the United States for gravel excavated and removed 
by the War Department from Camp Howze tract numbered 154, Camp Howze, 
Texas”’ 

During 1942 it was necessary for the War Department (now the Department 
of the Army) to acquire considerable land for use as a part of Camp Howze, Tex. 
Included in the area required was a tract of 530.6 acres, designated as tract No. 
154, which was owned by Mr. Tom R. Hickman and a number of other persons. 
The United States took physical possession of the property during May 1942. 
The Government appraiser valued the tract at $12,300. On September 21, 1942, 
the fee simple title to the tract (subject to certain easements which are not here 
relevant) was vested in the United States by virtue of the filing in the District 
Court of the United States, Eastern District of Texas, Sherman Division of a 
declaration of taking and the deposit in the Registry of the Court of the appraised 
value of the property (40 U.S. C. 258a). 

Hearings before commissioners appointed by the court resulted in an award 
fixing the value of the tract at $12,550. On December 13, 1943, a trial was had 
before the court and a jury in order to finally determine the amount to be paid 
to the landowners by the United States for tract No. 154. The Department of 
the Army is advised that at such trial all elements as to the value of the tract, 
including the gravel located thereon, were fully developed. Included in the 
testimony adduced was that of Mr. Tom R. Hickman setting the value of the 
land at $50 per acre, an aggregate of $26,530 for the full tract. None of the 
numerous other witnesses produced by the landowners appraised the property at 
a higher value per acre and most of them specified a figure of $35 per acre. 
Witnesses for the United States valued the land at somewhat over $20 per acre. 
One Government witness testified that there was a supply of gravel on the land, 
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but that there was no market for such gravel except the created market resulting 
from the construction of Camp Howze, and that during the previous 50 year 
only $180 worth of gravel from the tract had been sold. 

At the conclusion of the trial the court specifically charged the jury that | 
arriving at a verdict it should take into consideration all elements of value per 
taining to the land; and the jury thereafter returned a verdict setting $12,469 
as the vaiue of tract No. 154. Judgment in the amount of $12,751.90, whic} 
included interest, was duly entered in the office of the clerk of the court 
December 29, 1943. The distribution of the funds deposited to the credit of ¢} 
action was subsequently made in accordance with an order of the district « 

On February 18, 1946, Camp Howze was declared to be surplus to the 
of the War Department. It was subsequently transterred to the custody 
War Assets Administration and was thereafter sold to the former owners { 
$10,302. A letter concerning this sale from the Regional Supervisor, Surp 
Property Disposal, the Federal Land Bank of Houston, contains the follow 
statement: 

‘The following excerpt, showing the changes in the property since acquirem 
by the United States, is taken from our appraisal report: 

‘* “All fences, well, and pump have been removed. Excavation in a nu 


of places removing soil in the construction of military installations as well as 
excavation of gravel; graveled road constructed across field and part of past 
There are scattered shallow foxholes. About 30 paper shell pecan trees a 


dead from fires. Road on east side has been maintained and improved and w 
be retained by county.’ 

“The specific factors mentioned above were considered in arriving at the ad 
value of $10,302. It is not our policy to allocate specific amounts for dama 
or betterments since the adjusted value represents the value of the property 
whole in its present condition based on the price paid therefor at date of a 
tion by the Government.”’ 

From the foregoing it is apparent that the United States took possession of 
property in May 1942, and took title thereto in September 1942, retaining su 


possession and title until the property was resold to the former owners. ‘| 
amount paid to the owners for the title to the property was determined aft 
lengthy trial and by the verdict of a jury. The value of the gravel located o1 
property was considered by the jury in arriving at its determination - to the vy 
of the property. There is, of course, no liability on the part of the Governm« 


for any gravel removed and used by the United States during the period of 
possession and ownership of the property. Under the circumstances the Depart 
ment of the Army is unable to perceive any basis for an award to Mr. Hickma 
by the United States for any gravel exc avated and removed from tract No. 154 
And especially is it unable to perceive any reason why Mr. Hickman should ty 
paid an amount for the gravel which is in excess of twice as much as he himself 
testified was the value of the entire tract 

The owners of tract No. 154 were fully compensated for the entire value of that 
tract by the judgment of the district court of the United States. The Depart- 
ment of the Army is, therefore, opposed to the enactment of this bill. 

The Bureau of the Budget advises that there is no objection to the submission 
of this report. 

Sincerely yours, 
KENNETH C, ROYALL, 
Secretary of the Army 


O 
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No. 1476 


9] Session 


LAUREN F. TEUTSCH 


\prit 6, 1954.—Committed to the Committee of the Whole House and ordered 
to be printed 


Mr. Burpick, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany H. Res, 493] 


The Committee on the Judiciary to whom was referred the resolu- 
tion (H. Res. 493) for the relief of Lauren F. Teutsch, having con- 
sidered the same, report favorably thereon without amendment and 
recommend that the resolution do pass. 

This resolution is merely to refer H. R. 3965, a bill for the relief of 
Lauren F. Teutsch, to the United States Court of Claims for the 
findings of fact and report its conclusion to the Congress. Your com- 
mittee is of the opinion that it is a case that should be referred to the 
court and, therefore, recommend favorable consideration to the 
resolution. 

H. R. 3965 is as follows: 


[H. R. 3965, 83d Cong., Ist sess.] 
A BILL For the relief of Lauren F. Teutsch 


Be it enacted by the Senate and House cf Representatives of the United States of 
America in Congress assembled, That the Secretary of the Treasury is authorized 
and directed to pay, out of any money in the Treasury not otherwise appropriated, 
to Lauren F. Teutsch, of Ennis, Montana, the sum of $24,908, in full satisfaction of 
his claim against the United States for (1) loss of profit resulting from mining 
lava tale, at the insistence of the United States Government during the period 
May 12, 1943, to September 12, 1945, instead of mining ceramic tale for which 
there was a civilian market, and (2) loss of profit for the three years subsequent 
to 1945 by reason of loss of market in the ceramic tale field resulting from the 
mining of such lava tale: Provided, That no part of the amount appropriated in 
this Act in excess of 10 per centum thereof shall be paid or delivered to or received 
by any agent or attorney on account of services rendered in connection with this 
claim, and the same shall be unlawful. any contract to the contrary notwithstand- 
ing. Any person violating the provisions of this Act shall be deemed guilty of a 
misdemeanor and upon conviction thereof shall be fined in any sum not exceeding 
$1,000. 
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Correspondence from the Department of the Interior is as follows 


UNITED STaTEs DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington 25, D. C., July 29, 1959 
Hon. EMANUEL CELLER, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington 25, D. C. 


My Dear Mr. CELLER: Reference is made to the request of your committe 
dated April 30, 1952, for a report of the facts in the case and the views of this 
Department with respect to H. R. 5643, a bill for the relief of Lauren F., Teutse) 

This Department is opposed to the enactment of this bill. 

This bill, if enacted, authorizes and directs the Secretary of the Treasury to 
pay to Lauren F. Teutsch the sum of $24,908, ‘‘in full satisfaction of his claim 
against the United States for (1) loss of profit resulting from mining lava tale 
at the insistence of the United States Government during the period May 12 
1943, to September 12, 1945, instead of mining ceramic tale for which there was 
a civilian market, and (2) loss of profit for the 3 years subsequent to 1945 b 
reason of loss of market in the ceramic tale field resulting from the mining 
such lava talc.” 

There was never, at any time, any insistence upon the part of the Government 
that Mr. Teutsch mine lava tale instead of ceramic tale. Neither did the Govern- 
ment hamper or interfere in any way with Mr. Teutsch’s efforts to mine or market 
ceramic talc. As a matter of fact, the situation was quite the reverse. Not on 
did the Government encourage him to market ceramic tale, but it rendered 
substantial aid to him in developing his property and in recommending methods 
of operation that would insure the mining of both lava and ceramic grade tak 
at minimum cost. 

Our records indicate that at the request of the Army Signal Corps, the Bureay 
of Mines of this Department, in 1942-43, conducted a war minerals investigation 
of Mr. Teutsch’s tale property, the Johnny Gulch Mine. The Bureau performed 
50 feet of shaft sinking, approximately 185 feet of development. work, and con- 
tributed to the rehabilitation of a campsite, all at Government expense. In 
addition, there was some new road construction under the access road program 
The results of this work indicated that at least 200 tons of block steatite (lava 
tale were present in the partly altered portions of the deposit amenable to surface 
mining, and that profitable operation of the property was dependent on the 
marketing of substantial quantities of ceramic grade talc. 

As shown by the attached copy of a letter from Mr. Teutsch to the War Pro- 
duction Board on March 11, 1944, Mr. Teutsch complained that because the 
project engineer of the Bureau of Mines had poorly advised him regarding th 
mining and sorting of the talc, carload shipments to the Metals Reserve Compan) 
and the American Lava Co. had been rejected on account of high lime content 
The records of the Bureau of Mines indicate that at Mr. Teutsch’s request the 
project engineer had been authorized to advise him regarding mining and timber- 
ing in heavy ground, with which Mr. Teutsch was unfamiliar, but that it had 
been made clear to Mr. Teutsch that he was completely responsible for his own 
operation; that Mr. Teutsch apparently lost interest in the operation; that sorting 
was poorly supervised and the quality of the tale not determined prior to ship- 
ment (see attached letter of District Engineer Newman to Paul T. Allsman, 
April 14, 1944); and that the district engineer later recommended that the mine 
be operated by a competent mining contractor as an open-pit mine (see attached 
letter of District Engineer Newman to §. R. Zimmerley, May 10, 1944). The 
latter recommendation was forwarded to the War Production Board on May 31, 
1944 (see attached letter dated May 31, 1944), but the War Production Board 
apparently did not act on that recommendation. 

he statistics of the Bureau of Mines indicate that domestic consumption of 
tale and pyrophyllite fell from 78,990 short tons in 1941 to 31,932 tons in 1944, 
and then rose yearly to 107,907 tons in 1948. Mr. Teutsch’s mine began pro- 
ducing in 1943 during the tale market recession, and declined with it. In Jan- 
uary 1944 he reported that he was in a position to supply large tonnages of 
ceramic-grade tale; however, he reported no production in that year. Although 
he produced ceramic-grade tale in 1945, 1946, 1947, and 1948, his sales did not 
rise in proportion with the total United States consumption. In 1948, he reported 
that the business was going to the big operators. Although he had a ready 
market for ail the block tale he could produce, he was unable to expand tl 
market for ceramic-grade tale in the period following the 1944 tale depression, 
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d of expanded market and increased prices marked by business recovery 
large established tale companies. 
view of these facts, we see no basis for Mr. Teutsch’s claim against the 
ment and therefore recommend that this bill be not enacted 

Bureau of the Budget has advised that there will be no objection to the 
tation of this report to your committee 

Sincerely yours, 

Mastin G. Wuite, 
Acting Assistant Secretary of the Interior 


Mountain Tatc MINEs, 
Ennis, Mont., March 11, 1944 
Subject: Ceramic-grade tale. 
War Propuction Boarp, 
Washington, D. C. 
(Attention: Mr. J. E. Eagle, Chief, Nonmetals Section, Miscellaneous 
Minerals Division, WPB, Department 7525.) 
Dear Mr. Eaate: In reply to your letter of March 7 regarding the rejection 
e last car to the Metals Reserve Company, and the last car to the American 
Lava Corp., which were unsatisfactory, will say I also have been advised by Mr 
Stevens of the same fact. 

Prior to these poor shipments, I am sure that the American Lava Corp. will 
vouch for the fact that I have always shipped very uniform high-quality ceramic- 
grade tale. The trouble with the poor carloads of tale is not with the tale itself 

it with the refuse thrown in this good tale which pulled the analysis and shrink- 
age below par. 

The responsibility for shipping this poor material rests upon the shoulders of 
Donald B. Hoiekvam, project engineer for the Bureau of Mines, who is now 
finishing the development work for the lava-grade talc. 

When Mr. Hoiekvam first took over this project on November 16, 1943, he 
spent considerable time with me after hours discussing mining. He soon gained 
my confidence when he told me about the wonderful things he has done as a mining 
ngineer and as a professional mill superintendent. He advised me that his 
specialty was to go from one mine to the other taking charge of a mine or mill 
which was in the red and in a few short months show them how to get out of the 
red and be put on a good paying basis. He stressed the fact that he was able to 
extract rich values from ores in which others could not show a profit. He finally 
accused me of throwing $5,000 over the dump at the ceramic operations. 

Time and time again, Mr. Hoiekvam advised me that I was throwing too much 
tale over the dump. He said, “I will show you how to eliminate all this waste.’ 
I then said that I will be glad if he would, and then Mr. Hoiekvam said if he had 
some time he would show me how to do it, and advised me that it would give me 
more time to work on ceramic sales, which would be necessary for the big cheap 
production which he was going to show me how to get. 

Unknown to me Hoiekvam ordered my men to sideswipe the tunnel without 
sufficient timber, which caused from 30 to 50 tons of ceramic tale to cave in at a 
time. Naturally, when ceramie tale caves in it comes in bigger lumps. He wasn’t 
satisfied with the big tonnage in this large body of ceramic tale which at this par- 
ticular place was probably from 20 to 30 feet wide, but ordered the men to shovel 
lumps together with the fines into the ore bins and cars. 

Before I realized it, they had about a carload of tale in the ore bin. One of the 
miners advised me that Hoiekvam had ordered them to shovel up everything. 
He said he did his best to pick out the large pieces of lime and dolomite but he 
couldn’t keep it as clean as when he hand sorted everything. 

I immediately contacted Mr. Hoiekvam and advised him of the specifications 
and the analysis required in the Metal Reserve contract, and that I didn’t believe 
that the tale in the bins would meet specification. 

Hoiekvam became very angry and said, ‘‘Look here, Teutsch, I know what I 
am doing, you have already thrown $5,000 over the dump, do you want to go 
broke? If you want to make some money, you just keep out of the ceramic mine.” 
I then said, “Of course I want to make money, Hoiekvam. I want to increase 
production, but I want to continue to ship good material. If you are absolutely 
sure you can keep the quality up, then under those circumstances you may go 
ahead, but I don’t want any guesswork going on.” 

Mr. Hoiekvam gave me to understand that he knew his business and I then 
went into the mine and told the men to keep the tale as clean as possible 
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As soon as I got to the property the next day, I soon found that Mr. Hoiekvay 
was plenty mad. He accused me of going over to the ceramic mine and talking 
to the men. He said that your talk with the men slowed down production 5 ton. 
yesterday. He said, ‘“Teutsch, you can’t keep anything away from me. Th, 
men tell me everything you tell them, and if you want production keep out of t 
mine.” 

Sometime later I went over to the ceramic mine and caught one of the mer 
boarding shut the screen in the ore shoots which carry the tale from the ore bin + 
the truck. I had these screens installed in the shoots to carry away the lime sea] 
which fell off the lumps of tale, also to eliminate small pieces of rock and lime dys 
which possibly got by with sorting. 

| immediately contacted Hoiekvam and told him that I had installed thos 
screens to eliminate the lime dust and other impurities. Hoiekvam then said tha; 
I was losing 1,000 pounds of fine tale to every truckload (8 tons) and that the sma 
percentage of lime that got by would not increase the lime content even as mu 
as 1 percent. I again advised Mr. Hoiekvam that if he knew what he was doing 
O. K., but if he wasn’t sure to leave the screen just as it was. Hoiekvam a; 
assured me he knew what he was doing. 

Unknown to him, I took 2 sample bags and got a sample of the fines which ha 
gone through the screen in the chute previously and also a sample of the fines ; 
of the ore car, and I sent the 2 samples to Lewis & Walker (assayers), Butt 
Mont., to test for lime. The report came back; the first sample showed 1.6 per. 
cent lime and the second sample 2 percent. 

I then contacted Mr. Hoiekvam and advised him of the analysis and then hy 
ridiculed me and said, ‘‘Why, Teutsech, I thought you knew how to take samples 
Don’t you know that this small amount of lime wouldn’t hardly bring the percent- 
age of lime up when mixed with the rest of the tale?” 

From then on Mr. Hoiekvam frequently bragged of the increased producti: 

It must be remembered that when he started work, he had a tunnel 75 feet lon; 
with tale on both sides of the tunnel. 

He sideswiped both sides of the tunnel without using sufficient timber and t! 
result was that much tale caved in on him and it is estimated that he brought dow 
100 tons of tale with 11 sticks of dynamite, and since he drove the men so hard 
that they couldn’t do any sorting, he should have big production. 

Had Mr. Hoiekvam given ill advice in good faith, I could overlook it. I blam« 
him for ill advising me, at the same time he did not tell the truth when he state 
that he knew what he was talking about and wasn’t guessing. He hasn’t a single 
analysis or a fact to stand on to prove that he did know what he was talking about 

When Mr. Hoiekvam first came to the project, I let him pick my 5 best miners 
which included my foreman, leaving me with an 18-year-old boy, and 51- and 59- 
year-old men, none of whom were first-class miners. He would then brag how 
much work he would get out of his men and belittle my ceramic production, and 
said I fiddled around sorting the tale too much. I might here state, had I used 
my own better judgment in careful and honest sorting, even with these unskilled 
old men and a boy, I would have kept my quality up higher than the specifications 
called for. 

You undoubtedly have reports showing that my prior shipments of both 
ceramic- and lava-grade tale were of the very highest quality and that proved 
one thing, that I knew how to sort talc. 

When I opened my tale mine my chief aim was to ship only good high-quality 
honestly sorted tale so that I would build up a reputation to insure repeated 
business. I want you to know that I fully regret the shipment of these poor 
carloads of talc, but I also want you to know that hereafter I will personally 
supervise the sorting of all tale and it will be just as good as the prior shipments. 

I have 100 tons or better of ceramic tale in the bin and warehouse, and all that 
is necessary to put this talc in first-class shape is to run it over a grizzly to remove 
the fines. 

Should there be any doubt as to the quality, I might say that on March 2, I 
shipped 50 tons of this tale after I ran it over a grizzly, to replace the rejected car 
No. 10, and it will not be so very long before you will get a report on this replace- 
ment car. 

The American Lava Corp. found it necessary to order a car of my tale from the 
Metals Reserve Company. 

Many samples of this ceramic tale have been sent to various ceramic manu- 
facturers and am receiving favorable reports and some indication that they may 
buy. I bring this up to show that this new crystalline tale is very desirable for 
ceramic manufacture, and the Metals Reserve Company will not have any trouble 
disposing of their lot. 
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| have encountered many obstacles in developing and putting this tale on the 
market for the war effort, and this last deal with Mr. Hoiekvam is costing me 
ynsiderable money, and I feel that I could be reimbursed without hurting any- 
body by receiving a second 500-ton contract from the Metals Reserve Company. 
[his would enable me to pay off my loan and regain my own investment and 
enable me to put forth greater effort in the production and exploration of lava- 
grade tale. 
{waiting with interest vour valued advice, 
Sincerely yours, 
Mountain Tatc MINEs, 
L. F. Teurscu 


P.S. Mr. E. W. Newman, district engineer, Bureau of Mines, Helena, Mont., 
and Mr. John Munzenrider, his assistant, have done much to assist me on the 
tale project, and they are not responsible for the poor shipments which were made. 


Aprit 14, 1944. 
Mr. Paut T. ALLSMAN, 
Bureau of Mines, Salt Lake City, Utah. 


Dear Mr. ALusMAN: Reference is made to your letter of April 11 and attached 

rrespondence concerning Teutsch’s accusation that Hoiekvam was responsible 

r the poor grade of ceramic tale recently shipped from Ennis. 

| vas already acquaint d with most of the facts, but just to be sure nothing had 

een overlooked, I recentiy made a trip to Ennis, and interviewed Mr. Teutsch 

d also the miners. It boils down to this: 

Shortly after we started the Johnny Gulch tale project, Mr. Teutsch came to 
)ffice and said he was having trouble mining the ceramic tale because of heavy 
nd which he did not know how to timber. He had asked Hoiekvam to help 

mand Hoiekvam had referred him to me. He, therefore, asked me as a special 
favor to permit Hoiekvam to advise him on blasting and timbering so he could 

et the deadline on the shipments he had orders for. He said it was imperative 
at these orders be filled on time in order that he might have funds to continue 
vorking the lava. 

| informed Mr. Teutsch that I had no objection to having Hoiekvam help him 
as long as it did not interfere with our work on the lava tale, but made it very 

ear to him at the time that we were not taking over this operation and that 
Mr. Teutsch was completely responsible for sorting and shipping the ceramic mate- 

after it was blasted. 

Hoiekvam, thereupon, showed Teutsch how to handle the bad ground and even 
put in several sets of timber to get him started off properly. He did this as a favor 
to Teutsch, without any thought of recompense. 

Since there was dolomite showing in the face, and the lense was 20 feet wide, 
t was decided to sideswipe rather than drift to get the tonnage needed. This is 
in accordance with good mining practice. As soon as things were going smoothly, 
Mr. Teutsch seemed to lose interest in the operation and sometimes would fail 
to appear at the mine for several days. The sorting operation was therefore 
poorly supervised, and this undoubtedly had a bearing on the grade. Hoiekvam 
advised Teutsch to take shovel samples, and the miners did sample the car that 
was later rejected by the Metals Reserve Company, but Teutsch decided it was 
too much work to buck the sample down, and loaded the ear without knowing 
anything about the lime content. Thereafter, no samples were taken. 

In addition to the possibility of improper sorting, there may have been other 
factors which influenced the grade. For one thing, Teutsch did not inspect or 
clean out the cars in which the tale was shipped. Also, from a letter Teutsch 
recently received, there is a possibility that the mill was not cleaned out properly 
where the tale was ground. This is supported by the fact that the assay from 
the sample mill showed barium, which is practically unknown in this deposit. 
Even the samples we took recently of the fines showed only a trace of this mineral 

I am convinced that Hoiekvam is clear on this matter and is just being used as 
a tool for buckpassing. It is probably a ruse of Teutsch’s to get another 500-ton 
contract for ceramic tale from the Metals Reserve Company, as is suggested in 
the last paragraph of his letter to Mr. Eagle. 

Hoiekvam has done what I consider to be an excellent job on the lava talc. 
He sank a good shaft at low cost and is well liked by all of the men who have 
worked for him. They all take his part. However, as a matter of policy, I have 
transferred Hoiekvam from the Johnny Gulch tale project to the Cartwright 
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calcite project and have put Wilder Brinton in charge at Johnny Gulch. [ hay 
given Brinton definite instructions not to have anything to do with the ceran 
operations, under any circumstances 
Very truly yours, 
EK. W. Newman, 
District Engineer 


May 10, 1944 
te Johnny Gulch tale deposit 
Mr. S. R. ZImMERLEY, 
Regional Engineer, Bureau of Mines, 
Salt Lake City, Utah. 

Dear Mr. Zimmertey: I just returned from a trip to the Johnny Gulch ta 
deposit near Ennis, Mont., which was made with O. C. Ralston from the Wash. 
ington office. After studying the situation, both Mr. Ralston and myself ar 
agreement that if the block tale in this deposit is to get into the war industries 
time to be of any value, there will have to be a complete change in the present pla 
of operation. 

The exploration we have completed up to date definitely indicates that the blo 
tale is a superficial deposit which does not go down more than 50 feet below 
surface. It is my belief, therefore, that the deposit can be mined to advantag 
by an open-pit method, using a power shovel to expose the tale lenses and to g¢ 
rid of the waste accumulating during the mining operation. With the lenses 
covered, the tale can be pick mined by a relatively few men. In other words 
now seems more logical to follow the lenses by actual mining from the surface tha 
by doing further underground exploration work. 

In the vicinity where most of the work has been done there is now 40 to 50 tons 
of good block tale indicated. However, the whole mineralized tale zone in whic! 
occasional stringers of tale can be seen is more than 200 feet long and 100 feet 
wide, and it is reasonable to suppose that, if this whole area was excavated, that 
at least 200 tons of block tale might be produced. There is, therefore, a fair 
chance that the operation might be self-supporting, if handled properly. After 
getting the pit started, most of the excavating could be done with very litt 
blasting, as most of the mineralized tale zone is fairly soft and broken up. 

The main advantage of mining in an open pit would be that by this method a 
of the tale in the mineralized area could be recovered, whereas, by an undergrou 
method, many of the tale lenses would be missed, since the thin seams leading t 
the lenses are not in themselves worth following. Working the deposit from th 
surface would also greatly speed up the operation. 

In view of the above, it is proposed that arrangements be made to have this 
deposit mined from the surface, and that the decision be made this month, s 
that the tale can be all mined out and shipped before winter comes. The exact 
details of the operation would, of course, have to be worked out between the 
War Production Board, the Bureau of Mines, the Metals Reserve Company, and 
the Reconstruction Finance Corporation. I understand the latter agency has 
loaned Mr. Teutsch $7,000, which has now been spent. 

There are several available mining contractors in Helena who have the organ- 
ization and experience to handle an operation of this kind, if supervised by one 
of our mining engineers who has been working with the tale. I might mention 
specifically the following contractors: Porter Bros., Winston Bros., and Norman 
Rogers. Mr. Rogers has a three-fourth cubic-yard diesel shovel which is 
good condition and would be well fitted for the job. He is willing to take over 
the operation himself or rent the shovel to whatever agency is selected, at a rat: 
of $8 per hour, which includes repairs and an operator. He also has trucks, 
bulldozers, and any other equipment which might be needed. 

In summing up, since the deposit is shallow, it is recommended that instead 
of using any more funds for underground exploration, arrangements be made to 
have a competent operator mine the lenses from the surface. In this way all of 
the tale in the hill would be recovered and would reach the processors in time to 
be of value in the war. It is further recommended that in order to take advan 
tage of the good weather and get the mining done before winter sets in, that the 
decision be made very soon, 

Very truly yours, 





E. W. Newman, District Engineer. 
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WASHINGTON 25. D. C May 31, 1944. 
Mr. R. J. Lun, 
Viscellaneous Minerals Division, 
War Production Board, Washington 25, D. C. 
Dear Mr. Lunpb: Attached are three copies of a recommendation relative to the 
y Gulch tale deposit, near Ennis, Mont., which was prepared by Mr. E. W. 
an, district engineer for Montana, under date of May 10, after consultation 
uur Mr. O. C. Ralston of the Washington staff and with the local representa- 
of the War Production Board and the Reconstruction Finance Corporation. 
here is reasonable assurance that in the shallow deposits there should be 200 
ns of material that can be mined by hand picking in the open pits followed by 
yval of debris by power shovel. The hillside terrain will permit starting at 
lower edge of an area 200 feet by 100 feet and disposing of waste pulled down 
from a face by shoveling downhill. The shovel can also remove barren zones 
xpeditiously during mining and can mine up to a face containing lumps of block 
Some ceramic grade tale will also be encountered during the mining and can 
separately disposed of. 
If immediate action can be arranged, it will be possible to move the whole body 


next Thanksgiving, by which time snow conditions will probably stop 
An early 


tal 


pen-pit mining. Contractors with suitable equipment are available. 
nference is desirable for which our Mr. O. C. Ralston will be available. 


Very truly yours, 
LowBE.u B. Moon, 


Acting Assistant Director 
(For R. 8. Dean, Assistant Director) 
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3p Congress ( HOUSE OF REPRESENTATIVES REPortT 


l Session { No. 1477 


GUY H. DAVANT 


6, 1954 Committed to the Committee of the Whole House an: 


be printed 


\r. Lane, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany H. I 


The Committee on the Judiciary, to whom was referred the bill 
H. R. 1370) for the relief of Guy H. Davant, having considered the 


same, report favorably thereon without amendment and recommend 
that the bill do pass. 

The purpose of the proposed legislation is to pay to Guy H. Davant, 
of 1014 East Fortification Street, Jackson, Miss., the sum of $156.55, 
n full settlement of his claims against the United States for the amount 
of his return transportation ticket to the Panama Canal Zone for 
which he paid prior to the cancellation of his employment there by 
the Bureau of Publie Roads. 


STATEMENT OF FACTS 


Report from the Secretary of Commerce dated February 25, 1954, 
and affidavit signed by Mr. Davant gives in detail the history of this 
proposed legislation. 

After careful consideration, the committee recommends favorable 
consideration of this proposed legislation. 


THE SECRETARY OF COMMERCI 
Washington 25, D. C., February 24, 1954 
Hon. Cuauncey W. Resp, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D. ( 

Dear Mr. CuarrMan: This letter is in reply to vour request of February 2 
1953, for the views of this Department with respect to H. R. 1370, a bill for the 
relief of Guy H. Davant. 

This bill would afford private relief in the sum of $156.55 in favor of Guy H 
Davant, 1014 Fast Fortification Street, Jackson, Miss. The bill recites that said 


12007 








2 GUY H. DAVANT 


sum is “the amount of his return transportation ticket to the Panama Canal 

lines 8, 9, and 10, p. 1). It is apparent that the bill is in error and the 
quoted language was intended to read ‘“‘the amount of his return transpor 
ticket from the Panama Canal Zone.”’ 

The records show that Mr. Davant was granted an excepted appointment 
schedule A on January 4, 1941, by the Bureau of Public Roads, as a | 
superintendent, at Jackson, Miss., for assignment to duty for an indefinite per 
in the Canal Zone and Panama. Under the terms of this assignment, and 
suant to the authority of section 15 of the Federal Highway Act of 1940, appr 
September 5, 1940 (54 Stat. 867), the Government was to furnish his trar 
tion to the Canal Zone and, upon completion of the assignment, his return tra 
portation to the point of hire. In August 1948, and prior to the complet “ 
his assignment, he requested and was granted annual leave in order to ret 
the United States for reasons personal to him This trip to the United s 
was made by air under a ticket procured by him on a Government transpor 
request. Since such travel at Government expense was not authoriz« 
reimbursed the Government for the fare of such trip, in the amount of $1 

Mr. Davant was in annual-leave status from August 6 to December 21, [48 
and in a leave-without-pay status from December 22, 1948, to December 2 
1949. During this period of time in which he remained in the United Stat: 
work on the project in Panama to which he had been assigned tapered off and 
it was determined that his services were no longer needed there his appoint 
was terminated on December 21, 1949 

Subsequently, Mr. Davant submitted a claim on Standard Form 1012 Vo 
in the amount of $156.55, representing the fare of his trip in August 1948, 
the Canal Zone to Jackson, Miss., which claim was transmitted to the Genera 
Accounting Office for settlement by letter dated September 5, 1950, from 
Bureau of Public Roads: The General Accounting Office disallowed the clain 
(Claim No. Z-508259) as shown by settlement certificate dated October 25, 1950 
copy of which is attached. 

The Department is advised that at the time Mr. Davant took annual leave a 
made the trip from the Canal Zone to the United States in August 1948, his as 
ment in Panama was not then completed, that the termination of his services j 
such assignment was not then contemplated by the Bureau of Public Roads, and that 
said trip was made for his own convenience and had no bearing upon the subs 
quent termination of his appointment other than that during his absence of a 
16 months in the United States the work to which he had been assigned in Pana 
diminished to such point that his services were no longer needed. While Mr 
Davant’s fare from the Canal Zone to the United States would have been pa 
the Government had he remained in Panama until the completion of his as 
ment and then made the trip, it does not appear that he has been done an inex 
or that there are any circumstances of facts not already developed and consid 
by the General Accounting Office that would serve to warrant further considera 
of his claim. 

In view of the foregoing the Department does not recommend enactment « 
pending bill. 

We have been advised by the Bureau of the Budget that it would interpo 
objection to the submission of this letter. 

If we can be of further assistance in this matter, please call on us. 

Sincerely yours, 
SincLain Wereks, Secretary of Comme 


. Guy H. Davant’s ConTrRact 


To Whom It May Concern 

\s paving superintendent with United States Public Roads Administrat 
salary $4,600, $4,800, and $5,600 base pay and transportation furnished 
ways to the Canal Zone, I worked continuously from January 11, 1941, to Dece! 
ber 1948, including my annual leave, but the 90-day sick leave I lost as I wa 
sick a single day during my work in the Canal Zone or after I came to the Sta 
during my leave time 

At the time I was ordered to take my accumulated annual leave, I ask« 
should I take this leave in the States, would I return to the Canal Zone to conti: 
my work, and I was told positively that I would be returned, so I purchased 
round trip ticket, in fact the United States Public Roads Administration p 
chased this ticket for me, deducting from my salary after I had gone to the Sta 





GUY H. DAVANT 


released, I would have gotten my full 
August 6, 1948, demanding my accumulated 
I surely would not have pur- 


ad been told that I was going to be 
at the time I left for the States, 
leave pay and my transportation home 
{a round trip ticket knowing that the Government was responsible 


yr 


ransportation. 
+} 


tend, and rightfully so, that as I paid this transportation 


United States Public Roads Administration was obligat 
on should | 


Dack 


_ which the 
claim that the $156.55 paid by me for this transporta 


to me, 


tfully subraitted and hereby sworn to. 
Guy H. Davant 


to and subscribed before me this the 10th day of March 1954 
ELLEN ANbERSON, Nolary P 


ymmission expires December 5, 1955 
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s3p CONGRESS |} HOUSE OF REPRESENTATIVES Report 


ad Nession ( No. 1478 


~~“CARL PIOWATY AND W. J. PIOWATY 


, ) t ‘ 
LAR Y 


\prit 6, 1954.—Committed to the Committee of the Whole House and ordered 
to be printed 


\ir. Forrester, from the Committee on the Judiciary, submitted the 
following 


REPORT 
[To accompany H. R. 1665] 


The Committee on the Judiciary, to whom was referred the bill 
(H. R. 1665) for the relief of Carl Piowaty and W. J. Piowaty, having 
considered the same, report favorably thereon with amendments and 
recommend that the bill as amended do pass. 

The amendment is as follows: 

Strike out everything after the enacting clause and substitute the 

following: 
That the Secretary of the Treasury be, and he is hereby, authorized and directed 
to pay, out of any money in the Treasury not otherwise appropriated, to Carl 
Piowaty and W. J. Piowaty, of Princeton, Florida, the sum of $4,450, in full 
settlement of all claims of said Carl Piowaty and W. J. Piowaty against the 
United States, for war-crop advances made to them by the Regional Agricultural 
Corporation prior to April 16, 1943, when their bean crop (on which such advances 
were made) was largely destroyed by frost. Said claimants have refunded such 
sum to the United States: Provided, That no part of the amount appropriated 
in this Act in excess of 10 per centum thereof shall be paid or delivered to or 
received by any agent or attorney on account of services rendered in connection 
with this claim, and the same shall be unlawful, any contract to the contrary 
notwithstanding. Any person violating the provisions of this Act shall be 
deemed guilty of a misdemeanor and upon conviction thereof shall be fined in 
any sum not exceeding $1,000. 

The purpose of the proposed legislation is to pay the sum of $4,450 
to Carl Piowaty and W. J. Piowaty, of Princeton, Fla., in full settle 
ment of their claim for that amount which they repaid the United 
States Government which had advanced them that amount as war- 
crop advances and which they had to repay despite the fact that 
their bean crop was largely destroyed by frost. 
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STATEMENT OF FACTS 


This case has a long history. In 1948, a bill was introduced in thp 
Senate under the terms of which the said Piowatys were asking {o 
complete relief from the judgments of the courts against them and 
this bill was favorably reported but no action was had in the Hous, 
In 1949, a similar bill was introduced in the Senate and favorab)y 
approved but was not acted on in the House. Later, Congressman 
Smathers introduced a bill providing complete relief against said 
judgments, and this bill was referred to the House Judiciary and was 
unfavorably reported. In 1951, Congressman Lantaff introduce 
in the House a bill providing for complete relief, and this was un. 
favorably reported because of its previous rejection by the Judician 
H. R. 1665 is different from the other bills above referred to in tha; 
H. R. 1665 does not seek complete relief, but asked that the Piowatys 
be not required to pay the war-crop advances made them prior to 
April 16, 1943, and that they be relieved from paying any interest 
on the judgments against them. 

The facts as gleaned from the records are as follows: The two 
Piowatys, and a third person unnamed, planted 300 acres of beans 
in 1942 and 1943. This bean crop being one of the specified crops 
which had been designated by the Food Productign Administra tio: 
as being most urgently needed in increased quantities for the wa 
effort and crop advances to finance the production of such crops wer 
being made by the Regional Agricultural Credit Corporation unde 
provisions containing stipulations that no one person should plant 
over 100 acres, thereby, making it necessary that at least 3 persons 
must plant the 300 acres, and that fact might account for the unnamed 
third person in this transaction. The terms on these advances wer 
exceedingly liberal and were 5 in number as shown by the report of 
the Department of Agriculture, which is a part of this record. lt 
was provided that if persons planting these crops exercised good hus- 
bandry and applied the proceeds derived from the crops to the ad- 
vances, and they were unable to pay the indebtedness in full, that the 
remaining indebtedness would be canceled. It appears from this 
record that the Piowatys obtained loans amounting to $4,450 prior 
to April 16, 1943, and this sum was used for the planting and cultiva- 
tion of the bean crop on the 300 acres of land. If further appears 
that, over 50 other persons in the same county planted beans and 
obtained advances in a similar manner. On April 16, 1943, ther 
was a very bad frost in that area, which practically destroyed 
the bean crops. It further appears that the entire number of farmers 
obtaining loans in their county, applied to the county board for 
certificate relieving them from the lability to the Regional Agricul- 
tural Credit Corporation, under the terms of the notes and that thes: 
certificates relieving them from liability were granted to all of th 
farmers applying for the same, with the sole exception of the Piowatys 
It appears that the Piowatys were nonresidents of that county, and 
while this subcommittee does not so judge, it is hard to escape the 
opinion that these nonresidents were not given the same considera- 
tion as the local farmers received. 

The Piowatys did not abandon the idea to obtain a bean crop and 
they invested their own money, ordered mcre beans and planted a 
second crop. Had the Piowatys stopped at the time of the frost, 
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it cannot be doubted that they would have successfully defeated in 
the courts any suit filed against them by the Regional Agricultural 
Credit Corporation, by showing that their crops had been destroyed 
by an act of God, and accordingly, under the terms of the notes 
providing there would be no liability. 

Some 2 weeks prior to the time the second crop of beans were 
harvested, the Government advanced them another $3,998.54. It 
appears that hard luck continued. The season turned excessively hot, 
and this second bean crop was greatly damaged by an infectious disease 
“thrip,”’ occasioned by the hot weather. Some beans, however, were 
harvested and sold and all of the money they received from the beans 
sold were applied as payment on the advances made to them. The 
Piowatys applied to the county board asking for relief, but they were 
completely denied. It appears in the record, that 2 weeks before the 
second crop was harvested, the county agent inspected the crop and 
found that they were employing good husbandry and the advance was 
made to them on account of that inspection. 

The Regional Agricultural Credit Corporation sued the Piowatys on 
these notes in the courts and a judgment against the Piowatys was 
obtained, the on appeal to the Florida Supreme Court that judgment 
affirmed by a 4 to 3 decision. The minority opinion in that decision 
states: 

It is conclusively shown that in the case now before us, the respective farmers 
complied with every part of the contract. 


The author of the present bill testified before this subcommittee to 
the effect that he would not ask this subcommittee to upset a final 
decision, backed up by a jury, and a decision of the supreme court of 
their State and accordingly, he had prepared the present bill so as 


not to conflict with that decision, that his bill did not seek to relieve 
the Piowatys from money advanced on the second crop but only sought 
relief from advances on the first crop, which crop was destroyed by 
an act of God and which was not in dispute, plus, providing that the 
said Piowatys should be relieved from paying interest on said judg- 
ments, because the many bills, heretofore recited, were pending in the 
Congress and because final disposition had not been made thereon. 

It is the opinion of the subcommittee, that under the terms set out 
in the notes representing advances, that the Piowatys were entitled 
to relief and cancellation of their indebtedness of $4,450, obtained 
prior to April 16, 1943, because those crops were destroyed by an act 
of God, just as the other farmers’ crops were destroyed, and that the 
Piowatys were entitled to the same treatment the local farmers re- 
ceived. It is the opinion of this subcommittee that the author of the 
present bill is correct in his testimony that the Piowatys should not 
be relieved of the amounts borrowed to make the second crop, for the 
reason that they presented their defense in the courts in which they 
lost their case, and that the judgment of the courts was that they did 
not exercise good husbandry. ‘This subcommittee does not share the 
views of the author of this bill that the Piowatys should be entitled 
to relief of the payment of interest, but does agree that they should 
be relieved of interest which accumulated on the loan of $4,450 which 
was obtained prior to April 16, 1943. 

A complication has arisen in this matter and it positively appears 
from the record that these judgments have been paid and settled. 
Consequently, it would appear that te relieve the Piowatys of liability 
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in any amouut would be futile under the circumstances, and that saiq 
bill should be amended by striking out everything except the enacting 
clause, and provision be made that the Piowatys be refunded the sum 
of $4,450, which was the sum advanced them for the making of th, 
first crop without interest. And when so amended, this bill be reported 
favorably. 
Miami 33, Fua., February 15, 1954 
Hon, Bruu Lanta rr, 
Member of Congress, House of Representatives, 
Washington, D .C. 

Dear Biti: Replying to your letter of the 12th addressed to Dick. 

I am a little puzzled as to your question, and I don’t think you understand tha 
we have paid the bonding company in full. They paid the Government. \; 
didn’t pay the Government. However, we are out this money, and we are asking 
for redress. The bonding company no longer enters into the matter, because w 
have paid them. 

I hope this wil explain and enable you to go ahead with this matter. 

With kindest regards, I remain 

Very truly yours, 
Cart Piowaty 
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FRANK L. PEYTON 


\prit 6, 1954.—Committed to the Committee of the Whole House and ordered 
to be printed 


Mr. Lane, from the Committee on the Judiciary submitted the 
following 


REPORT 


[To accompany H. R. 2024] 


The Committee on the Judiciary, to whom was referred the bill 
(H. R. 2024) for the relief of Frank L. Peyton, having considered the 
same, reports favorably thereon without amendment and recommends 
that the bill do pass. 

The purpose of the proposed legislation is to pay Frank L. Peyton, 
care of Judge Advocate Section, United States Forces in Austria, 
APO 168, care of Postmaster, New York, N. Y., the sum of $1,467.61, 
in full settlements of all claims against the United States for services 
rendered to the United States Forces in Austria between December 18, 
1950, and February 19, 1951. 


STATEMENT OF FACTS 


The report of the Department of the Army and an affidavit signed 
by Mr. Peyton dated October 28, 1952, give in detail the history of this 
proposed legislation. The Department of the Army in its report 
opposes this legislation, stating that Mr. Peyton did not act in good 
faith in connection with his employment. , 

This committee unanimously disagrees with such statement and 
believes the record is clear that Mr. Peyton did act in good faith 
relative to his employment with the United States Forces in Austria 
during the period in question, and such action was recognized at that 
time by his commanding officer. 

Therefore, after careful consideration, the committee is of the 
opinion that Mr. Peyton should be paid for the period for which he 
———e compensated, and recommends favorable consideration 
of the bill. 


42007 
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STATEMENT 


The following statement is submitted by Frank L. Peyton, Department of ¢}, 
Army civilian employee, in connection with a claim for payment for services 
rendered to the United States Forces in Austria between December 18, 1950, anq 
February 19, 1951: 

On Se a 25, KY said Frank L. Peyton was employed in the position of 
legal officer, Grade P—6, by the United States Forces in Austria, and remained 
continuously employed by that Army command until November 25, 1950, wh, 
employment was terminated by reason of reduction in force. At the dat 
termination of services, I had a rating of GS-12, with a salary of $7,200 per annun 
and a station quarters allowance of $830.70 per annum, for quarters used and 
occupied. 

From November 25, 1950, to December 18, 1950, I was unemployed and living 
in Austria. In early December 1950 I conferred with Col. Richard F. Searboro 
staff judge advocate, and Lt. Col. Thomas H. he ick, executive officer of the 
judge advocate office, United States Forces i Austria, relative to my possibl 
employment. I was informed that there e aoe a position ope ning for a Depart- 
ment of the Army civilian employee lawyer with a GS-12 rating in that office, and 
on December 13, 1950, I advised the staff judge advocate I would acce pt the posi- 
tion, and was told to report to work on December 18, 1950. No instructions wer 
given me to execute any employment contracts. I reported to work on December 
18, 1959, and continued to work until February 19, 1951, on which latter date | 
executed an employment agreement dated February 19, 1951, as of December 1§, 
1950, which agreement (contract) was accepted and is the one under which I an 
presently employed. At the time of executing this agreement, I submitted a 
statement from the office of the staff judge advocate showing I had been employed 
from December 18, 1950. Subsequently Lt. Col. Thomas H. Wick, executiy 
officer of the staff judge advocat> submitted a time and attendance report showin, g 
my full employment for the period mentioned. 

The civilian personnel office, United States Forces in Austria, which is charg: 
with the responsibility, by regulations, of approving all payroll payments to 
Department of the Army civilian enployees, declined to approve pay’ ent 
me of any compensation for services rendered the Government from December 
18, 1950, to February 19, 1951, on the grounds no formal written contract exist 
between the Government and myself for the period mentioned, that any subse- 
quent contract could not be made retroactive in date, and that therefore my 
services were of a voluntary nature, and the Government owed me nothing for 
these services. From }bebruary 19, 1951, to date I have been continuously en 
ployed, in the position previously occupied, with a GS-13 rating, and have been 
regularly paid for these services and have also been paid a station quarters allow- 
ance for quarters used and occupied by me. 

After the civilian personnel office had taken this position and declined to retract 
t, I submitted the question as to whether or not I was entitled to the pay™ents 
here clairned to the Comptroller United States Forces in Austria. The Com 
troller held that if services were rendered in good daith, where a position vaca 
existed as in this instance, and a contract was presupposed to exist by the general 
circumstances, such a contract did actually exist and the Government was obli- 
gated to pay for the services rendered; however, as the civilian personnel offic: 
declined to authorize payment, a formal claim should be submitted. 

Having in good faith performed the services for the Govern'rent between 
December 18, 1950, and February 19, 1951, for which I was employed, and whic! 
services are covered by the contract dated February 19, 1951 as of December 18, 
1950, and not having been paid for these services, but payment therefor having 
been refused, claim is here submitted for the payment of $1,323.83 covering 45 
workdays (as shown by time and attendance report) of work performed by me 
for the Government between December 18, 1950, and February 19, 1951, and for 
reimbursevent of $143.78 for station quarters allowance, for quarters used and 
occupied by me during the period of time above mentioned, which sum was 
personally paid out by me. The claim for payment of salary here submitted is 
based on a GS-12 rating with a salary of $7,200 per annu™, and a station quarte! 
allowance of $830.70 per year for quarters actually used and occupied during g 
prior employment up to November 25, 1950, which quarters allowance was 
regularly paid me by the Government under existing regulations, prior to Novem- 
ber 25, 1950 and subsequent to February 19, 1951. The total sum of the claim, 
including the two items mentioned, is $1,467.61. ' 

Copies of correspondence and supporting documents substantiating this claim 
are hereto attached. 
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FRANK L. PEYTON 


WASHINGTON, 
District of Columbia: 

Before me the undersigned authority on this day personally appeared Frank L. 
Peyton, who being by me duly sworn acknowledged that he executed the above 
and foregoing instrument and that the facts and things therein set forth are true 
and correet.to the best of his knowledge and belief. 

Witness my hand and seal at Washington, D. C., this the 28th day of October 
1952. 

[sEAL} Truman Warp, Notary Public. 

My commission expires January 14, 1956. 


CERTIFICATE 


This is to certify that I, Richard F. Scarborough, Judge Advocate General’s 
Corps, United States Army, now stationed in Washington, D. C., was the staff 
judge advocate for the United States Forces in Austria during the months of 
December 1950, and January and February 1951. On December 18, 1950, 
Mr. Frank L, Peyton went to work in the office of the staff judge advocate, 
United States Forces in Austria after a position had been approved for his employ- 
ment by the adjutant general of the command. Mr. Peyton worked continuously 
in the office of the staff judge advocate from December 18, 1950, to February 19, 
1951, as shown by the time and attendance report for that period, certified to by 
Lt. Col. Thomas H. Wick, my executive officer. Mr. Peyton rendered good and 
efficient service for the period mentioned and thereafter during the period of time 
I remained staff judge advocate of that command. 

RicHarp F, ScarsorouGaH, 
Colonel, J AGC, United States Army. 
OcTOBER 27, 1952. 


HEADQUARTERS, UniTeD States Forces ry Austria, 
OFFICE OF THE JUDGE ADVOCATE, 
APO 174, United States Army, March 30, 1951. 


Subject: Peyton, Frank L.—D/A Civ, 
To: AG, Civilian personnel, APO 168, United States Army. 
(Attention: Payroll Unit.) 

1. Some weeks before Mr. Frank L. Peyton, D/A civilian employee of the 
Judge Advocate Section, commenced work in this office on December 18, 1950, a 
job analyst, Mrs. Frances L. B. Hart, called to discuss the classification of the 
job to be filled by Mr. Peyton. It was known to Mr. Frank Reberger, civilian 
personnel, that Mr. Peyton was the proposed incumbent for the position, for he 
telephoned Miss Rockwood of the judge sdvocate office a couple weeks after 
Mrs. Hart’s call to inquire when he might cut a form WD-50 on Mr. Peyton’s 
accession. The information was given him that as soon as Mr. Peyton’s job 
classification was settled, the authorize tion to cut the above-mentioned form would 
be immediately forthcoming. The judge advocate office was in great need of 
Mr. Peyton’s services; because of other factors which entered the picture, no 
agreement could be reached on Mr. Peyton’s rating during a period which ran 
into some weeks; and as a result Mr. Peyton agreed to report daily (for the full 
8-hour period each day) to the judge advocate’s office, commencing December 18, 
1950, to perform duties in connection with the USFA Board of Contract Appeals, 
pending the placing of a rating on his job. Since it was not known at the time of 
his commencing his duties which of two ratings would be given the job, it was not 
possible to carry bim on the time and attendance report, for the WD-50 form 
could not be cut until such decision was reached. 

2. However, Mr. Reberger was aware of Mr. Peyton’s duty attendance in the 
judge advoeate’s office, for he mentioned so in a telephone conversation to 
Lieutenant Colonel Wick shortly after December 18, 1950. He again mentioned 
this subject on an occasion when Miss Rockwood was in the Salzburg office of 
civilian personnel during the month of January. He stated that the civilian 
personnel office had been informed that Mr. Peyton had been working in the 
office of the judge advocate for some weeks, and inquired why he was not being 
carried on the time and attendance report. Miss Rockwood replied at that time 
that this was not being done as a decision on Mr. Peyton’s rating was still pending; 
consequently, the issuing of a WD-—50 form was being held up on that account. 
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3. Since it is Miss Rockwood’s duty as keeper of the time and attenda: 
report to see that each person carried on the report is in actual attendance bef 
that fact is entered on the report, she can state as a matter of personal knowledg; 
that Mr. Peyton was actually present during the period commencing December 
18, 1950, covered by supplemental time and attendance reports certified to } 
Lieutenant Colonel Wick. 

Vivian C. Rockwoop, 
D/A Civilian GS-5, Timekeeper (Standard Form 1136 

Headquarters (United States Forces in Austria), APO 174, United States Army 
(care of Postmaster, New York, N. Y.). 

This 30th day of March, 1951, personally appeared before me, an officer of t 
Judge Advocate General’s Corps, United States Army, Miss Vivian C. Rockwood 
who after being first duly cautioned and sworn, did depose and say that she read 
the foregoing statement and signed the same, and tnat the facts therein related 
are true. 

Tuomas H. Wick, 
Lieutenant Colonel, JAGC, United States Army 





HEADQUARTERS, UNITED StTaTEs Forces IN AUSTRIA, 
OFFICE OF THE JUDGE ADVOCATE, 
APO 174, United States Army, February 15, 1951 
To: AG, Civilian Personnel, USAF, APO 168, United States Army. 

Mr. Frank L. Peyton has been working for the staff judge advocate, at Wels 
since December 18, 1950, to date. A routine time and attendance report for the 
past 2 weeks of employment (that is, for tne period ending February 17, 1951 
is being submitted. Time and attendance reports on Mr. Peyton for the previous 
period of employment will be submitted if desired. 

Tuomas H. Wick, 
Lieutenant Colonel, JAGC Executive Officer 
(For the Staff Judge Advocate 


Time and attendance report, Frank L. Peyton 


{Agency, Headquarters USFA, reporting unit; Judge Advocate Section; tour of duty, Monday to Friday 
0800/1700 (40)] 


ist week 


Sunday | Monday | Tuesday |Wednesday|Thursday| Friday | Saturda 


Pay period, No. 1-51, block, | | | 





Dec. 10-Dec. 23, 1950 8 g | 8 8 g 
Pay period, No. 2-51, block, | | | 
Dee. 24—Jan. 6, 1951 H 8 8 8 8 
Pay period, No. 3-51, Jan. 7 | 

Jan. 20, 1951 | g 8 8 8 8 
Pay period, No. 4-51, Jan. 21 

Feb. 3, 1951 8A | 8 8 8 8 
Pay period, No. 5-51, Feb. 4 | 

Feb. 17, 1951 8 ~ 8 ~ 8 


| 2d week 


| Sunday | Monday | Tuesday |Wednesday|Thursday| Friday | Saturday 


Pay period, No. 1-51, block, | | 
Dec. 10-Dec. 23, 1950 ‘ ba bs 

Pay period, No. 2-51, block, | | | 
Dec. 24-Jan. 6, 1951 . H 8 | 8 8 8 

Pay period, No. 3-51, Jan, 7- | | 


Jan. 20, 1951 s 8 8 8 | x 
Pay period, No. 4-51, Jan. 21- | | | | | 

Feb. 3, 1951__- | 8 8 | s 8 | 8 | 
Pay period, No. 5-51, Feb. 4- | | | | 

Feb. 17, 1951_.. | | 8 8 | S s 8 


Certified correct: 


Tuomas H. Wick, 
Lieutenant Colonel, J AGC, Executive Officer, SJ A, USF A. 
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Mempuis, TENN., November 19, 1958. 
Cuauncey W. REeEp, 
Chairman, Committee of the Judiciary, 
House of Representatives, Washington, D. C. 

Dear CONGRESSMAN REED: Reference is made to the letter of the Secretary 
{the Army of November 6, 1953, addressed to you, relative to H. R. 2024, 83d 
“neress, Which is a bill for relief of Frank L. Peyton (the writer). 

[ think it unnecessary at this date to go into a detailed dispute of the facts, 
though it is apparent from the Secretary’s letter thut in some major respects he 
as been misinformed as to these. There are in the committee file supporting 
jocuments to my claim. However, there are 1 or 2 items of fact which I do 
believe are of such importance, that thev require a further statement by me. 

The Secretary’s letter states that it is interesting to note that prior to my 
appointment on February 19, 1951, no time and attendance reports had been 
submitted on me, which report was submitted subsequent to that date. This is 
the first time this point has been raised, and due to a lapse of nearly 3 years since 
he occurrence now in dispute, I cannot say that I recall accurately what trans- 
pired as to time and attendance repcrts on me between December 18, 1950, and 
February 19, 1951. However, Miss Rockwood, who kept such reports has made 
a sworn statement, which is in the committee file, and this may throw some light 
on the question. My notes do reflect that when I reported to the civilian per- 
sonnel office on February 19, 1951, and prior to the signing the agreement of em- 
ployment with the Government, I presented to the civilian personnel section a 
letter from the office of the staff judge advocate dated February 15, 1951, which 
had as an enclosure a full time and attendance report covering the previous interim 
period of 2 months and showing I had worked continuously during this period. 
This is a true recitation of the facts and contrary in part to the Secretary’s state- 
meant. 

I'he Secretary mentions several purported conversations between the civilian 
personnel office and the staff judge advocate, the staff judge advocate’s executive 
officer and the writer, relative to my employment, and said to have occurred 
between December 18, 1950, and February 19, 1951. While what was said in 
these conversations, and their exact dates may be in dispute, there is one un- 
controvertible fact, and that is the civilian personnel office was fully advised 
luring this period that I was working for the staff judge advocate. The civilian 
personnel office, during the time in question was a subsection of the office of the 
adjutant general of the United States Forces in Austria. It had no official status 
as a command authority. At that time it could only speak officially through the 
adjutant general of the command, who in turn could speak for the commanding 
general. At no time is it alleged an official communication was made, by those 
authorized to speak for the command, advising the staff judge advocate or anyone 
else that I could not be paid for services rendered. If there had been a dereliction 
in duty or a violation of regulations on the part of the staff judge advocate, 
anyone employed in his office or myself, it was the incumbent duty of the civilian 
personnel subsection to bring this to the attention of the Adjutant General, in 
order that he might take appropriate action. The record reflects this was never 
done. 

The Secretary in his concluding remarks states: ‘‘There arises a substantial 
question concerning the good faith of Mr. Peyton in rendering his services from 
December 18, 1950, until February 19, 1951 * * *.” 

Black’s Law Dictionary, 3d edition, states: ‘‘good faith consists in an honest 
intention to abstain from taking an unconscientious advantage of another, even 
through the forms or technicalities of law, together with an absence of all infor- 
mation, notice, or belief of facts which would render the transactions uncon- 
scientious.” 

It is my belief on the facts, either as recited by the Secretary or as produced by 
myself, it cannot be said any of the acts relating to my employment can honestly 
be said to go without the above definition. In my opinion the very facts belie 
any such assumption. I was working for 2 months, within the knowledge of 
numerous persons. The staff judge advocate, who is presumed to be skilled in 
the law and of the highest integrity saw fit not only to employ me but keep me 
continuously at work during the 2-month period in question What was to be 
gained by myself in working this period of time, which would be to the disadvan- 
tage of the Government? This has never been pointed out. But to the contrary 
there is a certificate in the committee file, executed by Col. Richard F. Scarbrough, 
the staff judge advocate of the command for a period of 3% years, that “Mr 
Peyton rendered good and efficient service for the period mentioned * * *.” 
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If my working for the Government for this 2-month period, without the Signing 
of proper documents by me, is to be assumed an act not in good faith, then thi 
charge must be also laid against the staff judge advocate, Col. Scarborough ap, 
his executive officer, Lt. Col. Thomas H. Wick, for they were the officers respon. 
sible for my continuous employment in the disputed period; were personally 
cognizant of all that transpired in this period, and as the undisputed record shows 
were the officials with whom the civilian personnel office communicated. Thos 
two gentlemen are men well versed in the law and of the highest integrity. Th, 
each today hold high and responsible positions in the United States Army. It js 
beyond the comprehension of anyone knowing these men to believe either of ther 
would do a disservice to the Government, or would for one moment knowing|; 
violate any Government law or Army regulation. If these lawyers of recognized 
standing in the Army believed my employment in their office was proper, it follows 
I would only naturally be of the same opinion. 

At the time I took employment, in the office of the staff judge advocate, I knew 
practically nothing of the law pertaining to Government contracts, although I was 
well versed in private contract law. I presumed Government contract law would 
correspond to the general law, where an official in charge of an office says ‘‘report 
to the office and start to work on next Monday,” whereby a contract is completed 
between the parties, irrespective of formal documents which may be executed in 
the future. Since this unhappy incident, I have learned that this general law on 
contracts does not apply where the Government is concerned. I have learned by 
sad experience that when it comes to the Government formal documents must be 
signed before the Government recognizes a legal obligation. 

This claim therefore resolves itself into one of equities, and where equitable 
relief can only be afforded by an act of Congress. It therefore evolves on Congress 
to decide whether or not it wishes to pay me for services rendered and value 
received. 

Respectfully, 
Frank L. Peyton 


DEPARTMENT OF THE ARMY, 


Washington, D. C., November 6, 1953. 
Hon. Cuauncey W. ReEep, 


Chairman, Committee on the Judiciary, 
House of Representatives, 


Dear Mr. Reep: Reference is made to your letter enclosing a copy of H. R 
2024, 83d Congress, a bill for the relief of Frank L. Peyton, and requesting a 
report on the merits of the bill. 

This bill provides as follows: 

“That the Secretary of the Treasury be, and he is hereby, authorized and 
directed to pay, out of any money in the Treasury not otherwise appropriated, 
to Frank L. Peyton, care of Judge Advocate Section, United States Forces i: 
Austria, Army Post Office 168, care of Postmaster, New York, N. Y., the sum 
of $1,467.61, in full settlement of all claims against the United States for services 
rendered to the United States Forces in Austria between December 18, 1950, and 
February 19, 1951.” 

The records of the Department of the Army show that Frank L. Peyton was 
born on March 14, 1896. Mr. Peyton was given a civil service excepted appoint- 
ment, effective September 25, 1946, in grade GS-12, for service with the United 
States Forces in Austria. At the time of his appointment, he executed the 
appropriate employment agreement, oath of office, and affidavits. While he 
continued in such employment, personnel matters pertaining to him were admin- 
istered by the civilian personnel office, Headquarters, United States Forces in 
Austria. On November 3, 1950, inasmuch as Mr. Peyton had received a 30-day 
notice of the termination of his employment as judge, USACA (United States 
Allied Commission, Austria) criminal court, because of a reduction in foree, the 
Judge Advocate Section, Headquarters, United States Forces in Austria, requested 
that the civilian personnel office appoint Mr. Peyton to an existing unfilled 
position in the said Section as an attorney in grade GS-12. In the early part of 
December 1950, Mr. Peyton reported to the civilian personnel office, and upon 
his arrival there found that the said office had not formally separated him from 
his employment as judge, USACA criminal court, but was carrying him on its 
records as being in an annual-leave status. He thereupon stated that he wanted 
his separation effected immediately, and did not want to accept the new positio1 
at that time, inasmuch as he was then engaged in employment that would not 
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permit his employment by the United States. His separation from employment 
was accomplished, effective November 25, 1950. 

Thereafter, on December 18, 1950, having been advised informally by the 
staff judge advocate that his appointment to the position in the Judge Advocate 
Section was desired, Mr. Peyton reported for duty to the Judge Advocate Section: 
Prior to his reporting for duty, no further effort was made either by Mr. Peyton 
or the Judge Advocate Section to have Mr. Peyton properly appointed to any 
position by the appropriate official of the civilian personnel office. It appears 
that the staff judge advocate advised Mr. Peyton a few days after he reported 
for duty that e would recommend the reclassification of the said position with 
the view of raising the grade of the position from GS-12 to GS-13. Mr. Peyton 
continued working in the Judge Advocate Section without receiving an appoint- 
ment to any position. 

On January 4, 1951, the Judge Advocate Section requested that the civilian 
personnel office reclassify the said position and rise the grade authorized for the 
position to GS-13. Shortly thereafter, on or about January 6, 1951, a representa- 
tive of the civilian personnel office was sent to the Judge Advocate Section for the 
purpose of surveying, redescribing and reclassifying the said position. Upon 
the arrival of that representative at the Judge Advocate Section, it was found 
that Mr. Peyton was performing the work of the position. In a telephone con- 
versation on or about January 10, 1951, a representative of the Civilian personnel 
office informed the staff judge advocate, the executive officer of the section, 
and Mr. Peyton that inasmuch as Mr. Peyton had not been properly appointed 
to the position in that Section, his employment was not authorized. Mr. Peyton 
was further advised that if he was to be placed on the payroll, he would have to 
come to the Civilian Personnel Office for the necessary processing and execution 
of the oath of office. Mr. Peyton refused to do this, apparently because he he- 
lieved his acceptance of the GS-12 position would result in unfavorable action 
on the request that the grade of the position be raised to GS-13. It appears that 
subsequent conversations were had between representatives of the civilian per- 
sonnel office and Mr. Peyton, and that Mr. Peyton was again advised that his 
employment was not authorized inasmuch as he had not been properly appointed 
to any position in the Judge Advocate Section. 

Thereafter, on February 16, 1951, the said position was established by the 
civilian personnel office as that of attorney adviser (general), grade GS-13, and 
Mr. Peyton was so advised. On February 19, 1951, Mr. Peyton reported to the 
civilian personnel office so that his appointment to the newly established position 
could be effected. Such appointment, in grade GS-13, was effected on that date, 
It appears that Mr. Peyton then contended that the said appointment should be 
made retroactive to December 18, 1950, the date when he first began working 
in the Judge Advocate Section. 

It is interesting to note that prior to his appointment on February 19, 1951, 
no time and attendance reports on Mr. Peyton were submitted by the Judge 
Advocate Section to the civilian personnel office, although such reports on the 
other civilian employees of the Section were submitted for each 2-week pay 
period in accordance with the established procedure. It is further noted that 
Mr. Peyton received no salary payments for the period beginning December 18, 
1950, and ending February 18, 1951, although the established procedure provided 
for the payment of civilian employees at the end of each 2-week period. Prior 
to February 19, 1951, Mr. Peyton made no protest that he was not receiving any 
pay. 

Subsequent to February 19, 1951, there was submitted by the Judge Advocate 
Section to the civilian personnel office, time and attendance reports on Mr. 
Peyton showing that he had worked in the Judge Advocate Section for the period 
of time beginning December 18, 1950, and ending February 18, 1951. Mr. Peyton 
was advised by the civilian personnel office that there was no authority for the 
payment of any salary to him for that period of time. Thereafter, on June 14, 
1951, Mr. Peyton submitted to the Genera] Accounting Office his claim, in the 
amount of $1,323.83 for salary and $143.78 for quarters allowance for the period 
December 18, 1950, through February 16, 1951. After the filing of said claim, 
there was submitted to the General Accounting Office a report of investigation 
of the facts and circumstances concerning Mr. Peyton’s employment in the 
Judge Advocate Section, together with sworn statements of the persons involved. 
On March 18, 1952, after a careful consideration of all the facts and cireumstances 
of this ease, the General Accounting Office advised Mr. Peyton as follows: 

“The record discloses that effective November 25, 1950, you were separated 
(RIF) from your position with the Legal Division, United States Forces in Austria; 
that prior to February 19, 1951, you held no authorized appointment to any posi- 
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tion in the United States Forces in Austria; and that effective February 19, 195) 
you were properly appointed by the civilian personnel officer to the positio, 
attorney adviser (general) 892, GS-13, $7,600 per annum, Judge Advocate Sectio, 
United States Forces in Austria, which position was classified and established 
February 19, 1951. It appears that prior to your appointment, you performed 
services in the Judge Advocate Section, United States Forces in Austria. from 
December 18, 1950, through February 18, 1951, with full and complete actual a; 
constructive notice that payment from appropriated funds was prohibited in th, 
absence of an official appointment, and that for personal reasons you refrained 
from accepting an appointment to the position in which you performed services 
until the higher classification of that position was established. 

“Accordingly, during the period December 18, 1950, to February 18, 1951, your 
status may not be considered to be other than that of a ‘de facto’ or volunteer 
employee without basis for asserting claim for monetary consideration from appro- 
priated funds. Furthermore, it is a well-established rule that compensation ma 
not be paid to an employee prior to the effective date of his appointment and that 
an appointment may not be made retroactively effective to cover services rendered 

“T therefore certify that no balance is found due you from the United States,” 

From the aforesaid facts, there arises a substantial question concerning th 
good faith of Mr. Peyton in rendering his services from December 18, 1950, until 
February 18, 1951, while refusing to accept an appointment to the only existing 
position available. There are no facts in connection with this case that reasonably 
could have led a person who had several years experience as a civil service em- 
ployee and as an attorney, to believe that Mr. Peyton would receive compensation 
for his services rendered prior to his appointment by the proper authority. — It is 
the view of the Department of the Army that there is no legal or equitable basis 
for the enactment of this bill. The Department, accordingly, recommends that 
this bill be not favorably considered by the Congress. 

The Bureau of the Budget advises that there is no objection to the submissior 
of this report. 

Sincerely yours, 
Rosert T. STEvENs, 
Secretary of the Army, 





DISPOSITION FORM 
To: The Comptroller. 
From: Frank L. Peyton, D/A civilian, APO 174. 
Subject: Retroactive salary, Mr. Frank L. Peyton. 
Attention: Colonel Pauley, APO 174. 
Comment No. 4 
F. L. Peyton/Wels/2572 
May 11, 1951. 
There is herewith submitted to you for opinion and comment the questior 
as 3 entitlement to pay by the undersigned D/A civilian, for a period of work 
performed for USFA for which no compensation has been received. 

2. Comment No. | briefly states the proposition. Comment No. 2 is a reply 
thereto by the Civilian Personnel Section, which attempts to refute the request 
for payment made in Comment No. 

3. Comment No. 2 misstates a number of facts, for instance that Lieutenant 
Colonel Wick and Mr. Peyton were each advised about January 10 and February 
7 that salary payments could not be made retroactively; and also that the position 
of attorney adviser (general), job 892, GS-13, was not established until February 
16, 1951; like wise, suggestion was made by civilian personnel about January 10 
and February 7; i 951, that appointment to position of trial attorney, GS-12 
job 758, be effected pending resurvey of the position by salary and wage; and 
that Mr. Peyton was offered the GS-12 vacancy (trial attorney) in the Judg 
Advocate Section which he declined. 

4. A review of the actual facts in the case are as follows: 

(a) In early December 1950, Mr. Peyton, the undersigned, had an interview 
with the staff judge advocate, Colonel Scarborough, and the executive officer 
Lieutenant Colonel Wick, relative to possible employ ment by the Judge Advocate 
Section. Mr. Peyton, at this interview, was informed there was a position open- 
ing for a D/AC with a GS-12 rating in the Judge Advocate Section. Mr. Peyto 
stated at that time he would later advise the judge advocate if he would accept 
the position. On December 13, 1950, Mr. Peyton advised the judge advocat 
he would accept the position and commence work on December 18, 1950, in th 
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GS-12 position. It is understood civilian personnel was at about this time in- 
formed Mr. Peyton was commencing work with the Judge Advocate Section on 
i December 18, 1950, and the Judge Advocate Section was not advised to have 
Mr. Peyton report to the Civilian Personnel Section prior to commencing work. 
}Qn December 18, 1950, Mr. Peyton commenced work with the Judge Advocate 
Section (see tab A). 

b) Immediately after the undersigned commenced work with the Judge 
Advocate Section, it was determined the work, duties, and responsibilities of the 

osition would be materially enlarged and a resurvey of the job was made in the 
Section. On January 6, 1951, a new job description with recommendation the 
nosition be regraded from a GS—12 to a GS-13 was made to the Civilian Personnel 
Section by the judge advocate. On January 24, 1951, the new job description 
with a GS-13 rating was approved by civilian personnel (see tab B) 

c) Between January 6 and February 16, 1951, several inquiries were made of 
civilian personnel by the Judge Advocate Section as to when the new job descrip- 

on would be approved. On the latter date, Colonel Scarborough, the judge 
advocate, was informed by civilian personnel the job description had that day 
been approved and Mr. Peyton was to report on the following Monday, February 
19, 1951, for execution of a contract. On this latter date Mr. Peyton signed a 
contract, Which stated under his signature: Date: February 19, 1951, as of De- 
cember 18, 1950. In a questionnaire also executed at this time, to the question, 
Date commenced work, Mr. Peyton wrote the answer: December 18, 1950. 
Following execution of the contract, Mr. Bledsoe, Chief of the Civilian Personnel 
Section verbally informed Mr. Peyton that employment could not go back to 
December 18, 1950, the date of commencing work. However, no change has 
been made in the contract executed with the Government by Mr. Peyton and 
the contract has been confirmed by payments of salary from February 19, 1951, 
to date. 

5. Summarized, the facts are: 

a) Mr. Peyton, the undersigned, commenced work on December 18, 1950, 
with the Judge Advocate Section (see tab A). No written contract was at that 
time signed. 

(6) The position then existing and occupied was that of trial attorney with a 
GS-12 rating. 

A new job description with a GS-13 rating was recommended by the judge 
advocate, for the position occupied by Mr. Peyton, on January 6, 1951, and was 
approved on January 24, 1951, by civilian personnel. 

(7d) On February 19, 1951, Mr. Peyton executed a contract with the Govern- 
ment, dated that day, but as of December 18, 1950, which contract is now in force 
and effect. 

6. Based on all of the data here submitted, your opinion and comment is 
requested on the following: 

a) Question 1: Was the subject individual an employee of the United States 
Government from December 18, 1950, to February 18, 1951, both dates inclusive? 

(b) Question 2: If your answer to question 1 is in the affirmative, then— 

(1) What rating shall be applied to such employment from: 

(a) December 18, 1950, to January 6, 1951? 

b) January 6, 1951, to January 24, 1951? 

(c) January 24, 1951, to February 19, 1951? 

(c) Question 3: If your answer to question 1 is in the affirmative, then is 
salary due the employee as fixed by the ratings you have suggested as proper in 
your answer to question 2? 

(d) Question 4: If your answer to question 1 is in the negative, then what status 
did the undersigned hold while working for the Government between December 
18, 1950, and February 19, 1951? 

FRANK L. Peyton, 
D/A Civilian. 


To: The Comptroller. 
From: JA, APO 174. Comment No. 5. 
(Attention: Colonel Pauley APO 174.) May 11, 1951. 


Forwarded for comment. 
Tomas H, Wick, 
Lieutenant Colonel, J AGC, Executive Officer 
(For the Staff Judge Advocate). 
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DISPOSITION FORM 
To: Judge Advocate Office. 
From: AG civilian personnel. 
Subject: Retroactive salary, Mr. Frank L. Peyton. 
(Attention: Mr. Frank L. Peyton, APO 174, United States Army.) 
Comment No 3 
Reberger/543) 
APRIL 2, 1951. 
1. Reference is made to memorandum dated March 22, 1951, with supplement, 


time and attendance reports attached covering period December 18, 1950, t) { 


February 17, 1951, both dates inclusive, for Mr. Frank L. Peyton. 

2. Colonel Wicks and Mr. Peyton were advised about January 10, 1951, ang 
February 7, 1951, by telephone that salary payments could not be made retop. 
actively. This information was also given to Mr. Peyton verbally when he wa; 
processed on February 18, 1951. 

3. Following Department of the Army regulations apply in this particular eas, 

(a) CPR A7.1—6: Except as provided below, before the services of any person 
may be obtained or used, he or she must be properly appointed to an established 
position: 

(1) ‘Voluntary service” is that which is rendered by any person on his ow 
initiative without formal request from, or agreement with, the United States 
through an authorized appointment officer. Section 3679, Revised Statutes, as 
amended by the act of March 3, 1905 and the act of February 27, 1906 (33 Stat 
1257; 34 Stat. 48; 31 U. S. C. 665) provides in pertinent part as follows: 

“Nor sball any department or any officer of the Government accept voluntary 
service for the Government or employ personnel service in excess of that authorized 
by law, except in cases of sudden emergency involving the loss of human life or 
the destruction of property.” 

The emergency must be sudden and unforeseen and must constitute an imni- 
nent threat to life and property. Services rendered under such emergencies maj 
be compensated only by means of a claim processed in accordance with CPR P22 
The circumstances of the emergency should be fully explained and the clain 
approved by the appointing officer of the installation with which the endangered 
employers or property are associated. The measure of value of such services 
should be by the individual concerned or by the appointing officer based on the 
risk involved, the value of the property, the loss sustained by the individual, and 
other pertinent matters. Form 50 will not be issued in such cases. 

(2) “Gratuitous service’’ is that which is rendered for the Government in an 
official capacity under regular appointment to a position the salary of which is 
not fixed by statute and such services are offered and accepted without compen- 
sation. Such services may be accepted only from consultants in accordance with 
section 5. 

(3) No person may be employed in a position, the salary of which is fixed by 
statute, with the understanding that he may waive all or a part of his salary 
Such waivers are completely void. Waivers of salary and wages which are not 
fixed by statute, are contrary to the policy of the Department and will not be 
recognized except in the case of consultants. 

(b) CPR A7.1—7: Form 50, evidencing an appointment, must be executed on 
or before the date of entrance on duty, that is, the date of preparation of the 
Form 50 (item 4) must not be later than the effective date of appointment (item 6) 
The appointment is not effective until approved by the individual to whom 
appointing authority has been delegated. (Copy of Standard Form 50 attached 

(1) With the exception of consultants and experts, an appointment may not be 
made until an available position has been. established and properly classified in 
accordance with CPR P2. 

With reference to the above regulation, CPR A7.1-—7 (1) the position of attorney 
adviser (general) job 892, GS-13, was not established in accordance with CPR P2 
until February 16, 1951. Judge advocate’s office was immediately contacted and 
Mr. Peyton was requested to report to the civilian personnel office at Salzburg to 
be properly processed. This was accomplished on February 18, 1951. If your 
office will recall, in the telephone conversations on about January 10, 1951, and 
February 7, 1951, suggestion was made that the appointment be effected immedi- 
ately to the position of trial attorney, GS-12, job 758, which was established in 
accordance with CPR P2, pending resurvey of the position by salary and wage 
However, Mr. Peyton did not wish to do this, stating that he would wait until 
job 758 had been resurveyed, even after he was informed that regulations would 
prohibit payment of salary, unless the incumbent had been properly processed. 


’ 
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[he following points are made in summarizing this case 

Farly in December 1950, Mr. Peyton was offered the GS-12 vacancy 

atto rey) in the Judge Advocates Section. He declined. 

Mr. Peyton went to work for judge advocate without being properly 

nted under current regulations to any position. This office informed officials 
he Judge Advocate Section several times that Department of the Army regu- 
ns were being violated and requested that Mr. Peyton not be permitted to 

; until properly and officially appointed and officially placed on the payroll. 

(c) When the GS-12 position was recla ussified to GS-13, Mr. Peyton then came 

this office, February 18, 1951, to be appointed and placed on the payroll 

ficially. 

Mr. Peyton may be right when he says that he should be paid for services 
rendered. The point is, who should pay for such services? Since retroactive 
ap re intments are not permitted in the Federal service, it may follow that someone 
it : Judge Advocate Section may be held liable. 

“The payrolls of this command undergo an off-site audit by the General 
habit Office in the zone of interior and there is no way to circumvent such a 
rank violation of regulations, if this office attempted to make Mr. Peyton’s 
appointment retroactive. 

6. If Mr. Peyton feels he has a legitimate salary claim against the United States 
Government, then it is suggested that he follow the proper procedure of submitting 
his claim to the General Accounting Office for decision. 

{AYMOND L. BLepsor, 
Civilian Personnel Officer. 


Comment No. 1 
F. L. Pevton/Wels/2572 
Marcu 22, 1951. 
To: Commanding General USFA. 
(Attention: AC/S-G 1, APO 168, United States Army.) 
From: Frank L. Peyton, DA civilian, Judge Advocate Section. 
Subject: Payment of : salary due. 

1. Attached is supplemental time and attendance report executed by the 
Judge Advocate Section of this command, showing hours of work performed by 
the undersigned Frank L. Peyton, DA civilian, in the Judge Advocate Section from 
December 18, 1950, through February 17, 1951. 

2. The undersigned executed an employment contract with the United States 
Government on February 19, 1951, as of December 18, 1950. 

3. A job allocation for employment of a DA civilian had been given to the 
Judge Advocate Section prior to December 18, 1950, and the civilian personnel 
office had been verbally advised prior to that date of the intention of the judge 
advocate to employ the undersigned. Contract between the undersigned and the 
Government was delayed due to time taken by the Civilian Personnel Section in 
drafting and approving a proper job description and giving said description a 
rating. 

1. The Civilian Personnel Section has rendered verbal decision that the Govern- 
ment cannot compensate the undersigned for the services rendered by him between 
December 18, 1950, and February 17, 1951, both dates inclusive, on the grounds 
no written contract existed between the undersigned and the Government during 
this period. The Civilian Personnel Section has not submitted this question to 
the Judge Advocate Section for a legal opinion. 

5. According to United States Statutes the Government cannot accept the 
services of a person without paying compensation for the services rendered. 

6. It is requested the Civilian Personnel Section be directed to pay the under- 
signed for the work performed for the Government over the period stated. 

Frans L. Peyton, 
DA Civilian, JA Section. 


To: AC/S-Gl1. Comment 2 
From: JA, USAF. Lieutenant Colonel Wick/ Wels 26514 
Marcu 22, 1951. 
Forwarded. 
Tuomas H. Wic 
Lieutenant Colonel, J AGC, Executive Officer. 
(For the Staff Judge Advocate). 
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WOJG Sauerman/Linz 23598 
May 16, 1951. Comment No: 5 
To: Mr. Frank L. Peyton, JAG See Hq USFA, APO 174, United States Army. 
From: Comptroller, USFA. ; 
150 FIN 
Subject: Retroactive salary, Mr. Frank L. Peyton. 

1. The facts indicate that you were in fact an employee of the United States 
Government, Department of the Army, for the period December 18, 1950, to 
February 18, 1951, inclusive, and entitled to salary reimbursement as follows: 

(a) December 18, 1950—January 23, 1951, inclusive, as GS-12. 

(b) January 24, 1951—February 18, 1951, inclusive, as GS-13. 

2. When the United States Government enters into a contract with any of its 
citizens, it stands on substantially the same footing as an individual and is, there. 
fore, subject to the same obligations and invested with the same rights as exist 
against, or in favor of any citizens. It is evident that your services were desired 
and were accepted by the JA for the position already in existence, with a rating 
of GS-12, thus creating an express contract. It is immaterial whether the con- 
tract be verbal or in writing, to create an express contract. 

3. It appears cognizance was not taken that authority to hire civilian em- 
ployees is vested solely in the civilian personnel officer and that prior to com- 
mencing work the acceptance of an applicant for a position must be consumated 
by such officer and necessary papers processed. This should not act to create a 
hardship on the employee who rendered his services in good faith. 

4. In the absence of fraud, collusion, misrepresentation, or such gross error as 
to imply bad faith, there appears to be no reason for questioning your right to 
receive payment for such services. However, in view of the regulations cited in 
comment No. 3 settlement may not be made in USFA. 

5. The only action deemed feasible is submission of a formal claim over your 
written signature in accordance with section 4, CPR P22, December 50, through 
the fiscal officer, this office, to the Army Finance Center, Adjustment Division, 
St. Louis 20, Mo. 

R. W. Luke, 


Lieutenant Colonel, FC, Chief, Budget, Fiscal and Finance Division, 
(For the Comptroller). 
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Aprit 6, 1954.—Committed to the Committee of the Whole House and ordered 
to be printed 


a 


Mr. Burpicx, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany H. R. 3951] 


The Committee on the Judiciary, to whom was referred the bill 
(H. R. 3951) for the relief of Frank G. Koch, having considered the 
same, report favorably thereon without amendment and recommend 
that the bill do pass. 

The purpose of the proposed legislation is to authorize the Sec . tary 
of the Treasury to pay, to Frank G. Koch of West Orange, N. J., the 
sum of $2,580.83, in full settlement of his claims for re seaicona of 
the medical, surgical, and hospital expenses which he incurred during 
the period beginning October 1, 1951, and ending January 31, 1952 
in connection with an emergency operation performed at the George 
Washington University Hospital in the District of Columbia on 
October 3, 1951, to remove shrapnel from his lung. 


STATEMENT OF FACTS 


On May 28, 1944, the claimant was wounded at the Anzio Beach- 
head in Italy. He was operated on at the field hospital at Anzio 
Beachhead, and portions of shrapnel were removed. He was then 
transferred to Naples, Italy, where other operations were performed 
and more shrapnel removed. He was then sent to the United States 
for further treatment, and next found himself at Walter Reed Hospital 
in the city of Washington. At this hospital he underwent two more 
operations. After over 20 months of hospitalization there he was 
discharged from the hospital and from the Army as private, first class, 
on February 6, 1946. His chest was still draining when he left 
Walter Reed. 

He went to work for the Prudential Insurance Co. at Newark, N. J. 
He was occasionally bothered with eruptions from the wound and was 
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attended by Dr. Bodkin and Dr. Halprin, specialists on chest wounds 
and who were consultants of the Veterans’ Administration. [p, 
Bodkin removed stitches from the wound. He still continued to spi; 
up blood, but the regular doctors of the Veterans’ Administration did 
not think that serious. The Veterans’ Administration continued 
sending him to these specialists. Dr. Bodkin advised an immediate 
operation, but Dr. Halprin said to take it slow. Finally, the claiman; 
went to see Dr. Blades, professor of surgery at George Washington 
University, Washington, D. C., who had been a consultant to the 
Surgeon General of the Army, and who had operated on him at Walter 
Reed Hsopital. He was hospitalized at George Washington while 
Dr. Blades was making a careful diagnosis, and was discharged from 
that hospital so he could make arrangements to have the Veterans’ 
Administration take care of him. As he left George Washington 
Hospital, Dr. Blades told him not to leave the city or its vicinity as 
he might have a hemorrhage at any time and would need quick 
medical attention. 

Shortly after, and before he had made any arrangements with the 
Veterans’ Administration, on October 1, 1951, he suddenly had 
hemorrhage and was rushed back to George Washington Hospital 
where Dr. Blades performed a hurried operation. He was kept there 
and was operated upon twice more. 

While in the hospital, after this emergency operation, the claimant 
got in touch with the Veterans’ Administration and inquired how to 
make an application for Veterans’ Administration hospitalization, but 
never heard further. He was discharged by Dr. Blades on January 
31, 1952. 

The vouchers for the expense involved seem to be in order, and 
the expenses not exorbitant. 

The question involved is: Why didn’t the claimant go to the 
Veterans’ Administration for his operations instead of to a private 
hospital? He went to the doctors who had attended him before, 
who were consultants of the Veterans’ Administration, and as far 
as the claimant knew, he was in the right place. All of the doctors 
who had attended him in private hospitals had been and were con- 
sultants of the Administration on chest injuries. The last operation 
was an emergency one where there was no time to consult the Admin- 
istration, and the doctor who attended him was a consultant of the 
United States Army. 

While no formal application had been made to the Veterans’ Admin- 
istration and accepted by them, it is a foregone conclusion that this 
acceptance would have been forthcoming in this case, as the doctors 
who knew most, or all, about his case were the same doctors to whom 
the Veterans’ Administration had sent him. 

Therefore, in this case we feel that the red tape of getting into a 
veterans’ hospital by a veteran who had undergone the many, many 
serious operations this man had, should be waived. The committee 
recommends the passage of this bill. 


Ma 


Mc 
the 


194 


cel 








FRANK G. KOCH 


AFFIDAVIT 


I, Frank Grevatt Koch, of 7 Aspen Road, West Orange, N. J., was born on 
March 25, 1912, in Glen Ridge, N. J., and made my residence there with my par- 
ents until September 1940 when I moved with my bride, the former Muriel Adele 
Morris, of West Orange, N. J., to a small apartment in Orange, N. J. We lived 
there happily together and were blessed with a son, Donald Frank, on May 18, 
1943. 

I was inducted into service on September 2, 1943, and was sent to the reception 
center in Fort Dix on September 23. Then, after basic infantry training at Camp 
Wheeler, Ga., I was sent to Fort Meade, Md., for reassignment and was given 
the temporary rank of corporal during our trip overseas, arriving in Italy on 
March 19, 1944. 

After a few days of refresher training at an advanced infantry replacement 
depot I was assigned to Company E of the 133d Infantry, 34th Division, on the 
\nzio Beachhead in Italy. This outfit had been the personal bodyguard of Gen- 
eral Eisenhower in Africa and contained a fine group of men. I served in combat 
with them for about 8 weeks, spending much of the time at that point on the 
beachhead closest to Rome, a place we called Hell’s Corner, because it was such 
an active location and there were Germans on three sides of us. Finally, after 
many narrow escapes, I was wounded on May 28, 1944, in the attack out of the 
Anzio Beachhead. I had gone forward under fire to notify my buddies that the 
troops on both sides of them had been forced to retire because of enemy action. 
Since they were exposed and had no walkie-talkie, it was necessary to go out to 
them so they would know they should pull back. After delivering my message 
I was hit and was unable to move, blacking out from time to time. -Finally, after 
the sun had set, my sergeant and two stretcher bearers came out to look for me 
and some others who were not as fortunate as myself. From then on I was given 
the best of medical attention and was thankful that so many competent doctors 
were available to take care of me. 

When I was picked up on the field I was under shock and thought I had been 
there for 2 days and 1 night, but I had in fact only been there for the best part of 
aday. I could only take one or two swallows in the underground first aid station 
and was rushed right through to the evacuation hospital on the Anzio Beach- 
head. The surgeons there had been operating day and night and were dead 
tired. I was bleeding internally and still remember one of them saying to the 
other, ‘Do you think you can do another one and give this fellow a chance?”’ 
The answer was, ‘‘Let’s get to it.””’ The operation was a success and after about 
a week I was transferred to the 23d General Hospital near Naples for further care. 
There I had three more chest operations and was then sent back to the States. 
I am attaching a copy of a letter I sent to my father-in-law from this hospital 
as it was written when those occurrences were more fresh in my mind and I think 
presents a pretty clear picture of my case. I remember feeling pretty awful, 
though, before one operation and that it was 3 days afterward before I could see 
thingsaroundme. Everything wasablur. For many weeks | lacked the strength 
to write home but the Red Cross worker would help me and I usually was able to 
dictate to her. I am enclosing a picture of myself taken in the hospital overseas 
after I was somewhat improved. I had been down to less than 100 pounds in 
weight at one time but had gained some back before this picture was taken. 

I left Naples on September 14, 1944, on the hospital ship, St. Mihiel and 
arrived in Charleston, 8S. C., on September 30, 1944, being transferred to the 
Walter Reed Hospital in Washington for further surgery and care. There I 
underwent 2 more chest operations and a nerve operation on my left arm where a 
piece of shrapnel had severed and damaged the nerves, being finally discharged 
from the hospital and from the Army as a private, first class, on February 6, 1946, 
after having been hospitalized for over 20 months. 

As soon as possible after my discharge from the Army I returned to my job 
with the Prudential Insurance Co. of America, in Newark, N. J., but only on 
short hours. Because of my poor physical condition and lack of stamina I 
reported late and left early. After a period of time I was made law librarian and 
to this day am permitted to work short hours when necessary 

My chest wall was still draining a little when I was discharged from Walter 
Reed Hospital but it soon closed permanently. Three times after that, in differ- 
ent places, it appeared to open up but on each occasion it developed that an old 
stitch was working its way out. The first and third time, Dr. Brodkin probed and 
removed the stitch and the second time Dr. Halprin followed the same procedure. 
Dr. Halprin was a Veteran’s*Administration*fee-basis specialist who I was seeing 
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almost every week during a considerable period because of my chest condition, 
and Dr. Brodkin was a Veterans’ Administration consultant on chest surge ry. 

From time to time I was bringing up blood from my lung and Dr. Prodkiy 
and Dr. Halprin recognized where it came from, but the regular Veterans’ Admin. 
istration doctors for long did not recognize the cause and seriousness of this 
condition. After the Veterans’ Administration had discontinued sending me to 
Dr. Halprin, I was told on one occasion that my stomach had bled and I should 
stay in bed for the best part of a week. You see, I had a stomach ulcer and g 
lot of other disabilities and diagn>sis was difficult. Pesides my chest conditio: 
which was rated 40 percent disabling, and the disability of my left arm and } hand’ 
which was rated 50 percent disabling, my left shoulder was rated 20 percent dis. 
abling, my stomach, 10 percent disabling, and my head and hearing, 10 percent 
disabling, giving me a disability rating of 80 percent. I have had shrapnel 
removed from my left lung, my left arm, and my left thigh and still have shrapnel 
in my left lung and chest wall, my left shoulder, and my head near my left ear 

The shrapnel in my head originally could be felt near the surface but now is 
very deep and cannot be removed by surgery, even though at times it pains me 
considerably. I also have had a ringing in my head since being wounded. 

I regularly went to the Veterans’ Administration regione! office in Newark for 
treatment at least once a month and sometimes considerably more often. Finally 
Dr. Brodkin, the Veterans’ Administration chest consultant in Newark, N. J 
examined me and told me that I needed to be operated on. I have a high regard 
for Dr. Brodkin and planned to have him perform the surgery, but both he, when 
I first saw bim, and Dr. Halprin had advised me to go slow about having chest 
surgery performed as in a case like mine there might be serious complications. 
Acccrdingly'I thought it best first to consult Dr. Prian Plades (Colonel Plades) 
professor of surgery at George Washington University and former consultant on 
thoracic surgery to the Surgeon General of the Army, since he had operated on 
me at Walter Reed Hospital and knew my insides. I went down to Washington 
for a consultation with Dr. Blades and not to have him operate on me. Dr, 
Blades had me hospitalized for tests and advised me that chest surgery was 
necessary. However, I wanted the Veterans’ Administration to take care of me 
and so was discharged from the George Washington University Hospital in order 
that arrangments could be made with the Veterans’ Administration for my 
hospitalization and surgery. 

Dr. Blades told me that because of the danger of a severe hemorrhage I should 
not leave Washington but remain near the hospital so that I could be taken care 
of promptly in the event of a serious hemorrhage before Veterans’ Administration 
hospitalization. He was a Veterans’ Administration consultant and I was mis- 
takenly under the impression that in view of this he would make the necessary 
arrangements with the Veterans’ Administration. However, he had not done so 
before I had suffered a serious hemorrhage on October 1, 1951. Because of my 
condition I had not contacted the Veterans’ Administration myself and my wife 
had stayed with me at all times. She was very concerned about my health because 
of my previous difficulties. When I was in the hospital overseas she had received 
a letter from the Adjutant General every few days saying I was not recovering 
and suffered a nervous collapse herself. She wanted to be with me and did not 
want to leave me alone in a strange city. When I hemorrhaged it was impossible 
to search for a bed in a Government hospital and I was admitted to the George 
Washington University Hospital as an emergency case. I was operated on as 
soon as possible, on October 3, 1951, in the morning, and suffered serious 
complications. 

After this severe hemorrhage, my wife was beside herself and gave no thought 
to contacting the Veterans’ Administration, and still is under a doctor’s care for 
nervous tension. Her father, however, did notify them of my emergency hos- 
pitalization the next day and inquired how to obtain Veterans’ Administration 
authorization for my operation. 

I was finally discharged from the hospital after 2 more operations on January 31, 
1952. 

During all this period my wife remained in Washington with me, living in a 
hotel, except for 2 or 3 short trips home to see our son. The total of all my medical 
bills, my wife’s living expenses, keeping up payments on the mortgage on our 
home, previous operations on my wife and son, and other expenses was extremely 
high and it was necessary to borrow to pay what I owed. 
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Since leaving the hospital this last time I have, from time to time, coughed up 
a little blood and fear that eventually I may again have to undergo surgery. It 
js not necessary now, 

FranK Grevatt Koc# 

Jury 6, 1953. 

Subscribed and sworn to before me this 6th day of July 1953. 

[seat] DANIEL ZIMANY, 

Notary Public of New Jersey. 

My commission expires June 8, 1958. 


AFFIDAVIT 


Mr. Frank Koch was admitted to the George Washington University Hospital 
as an emergency on October 1, 1951, at 1:15 p.m. He was admitted to the medical 
floor because of the state of emergency and later transferred to the surgical section. 
His admission symptoms were hemoptysis, pain in left lower chest, and exertional 
dyspnea, 

On October 3, 1951, a wedge resection of the foreign body of the portion of the 
left lower lobe was performed. 

On January 4, a thoracaplasty and a closure of the empyemic cavity was per- 
formed by Dr. Brian Blades. 

The patient was discharged January 31, 1952. 

MADELINE L. Brown, 
R. R. L., Medical Records Librarian. 
WituraM M. JENKINs, 
Assistant Comptroller. 

JuNE 11, 9153. 

Sworn. to and subseribed before me this the 11th of June 1953. 

[sEAL] Tommie J. Bo.ron, 

Notary Public. 


AFFIDAVIT 


I, Muriel M. Koch, was with my husband, Frank G. Koch, on October 1, 1951, 
when he suffered a severe hemorrhage in front of the Prince Karl Hotel in Wash- 
ington, D. C. He collapsed and had to be rushed to the George Washington 
University Hospital where he was admitted immediately as an emergency case. 

I might add that my husband lay in the hospital in critical condition for a long 
period of time and I was forced to remain nearby. I had hoped to return home 
to our little boy but was advised not to because of my husband’s condition. 

May I add that his suffering is not over and never will be. 

Morrie. M. Kocu. 

JUNE 19, 1953. 

Subscribed and sworn to before me this 19th day of June 1953. 

SaMuEL B. LEssER, 
A master of the Superior Court of New Jersey. 


AFFIDAVIT 


On October 1, 1951, Frank G. Koch, of 7 Aspen Road, West Orange, N. J., 
was in need of immediate medical attention when he came to the George Washing- 
ton University Hospital. His operation and subsequent complications were of 
an extremely serious nature. 

Following the removal of a shell fragment from the left lung, he developed a 
necrotizing empyema with a culture of pure Freedlander’s bacilli. Virulent 
bacteria were undoubtedly released when the fragment was removed. Other 
bacteria had been wiped out by the prolonged antibiotic therapy he had received 
in the past. His condition was critical and required drainage and later a plastic 
operation to close the bronchopleural fistula. 

BriAN Buiapes, M. D. 


June 15, 1953. 

Sworn to and subscribed before me the 15 June 1953. 

[SEAL] Tommie J. Bouton, 
Notary Public. 
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AFFIDAVIT 


I, the undersigned, was requested in September 1951, by Mr. and Mrs. Frank G. 
Koch, of 7 Aspen Road, West Orange, to care for their young son, Donald Koch. 
for 1 night. 

Mr. Koch, accompanied by his wife, explained to me that he was to make a trip 
to Washington, D. C., to consult Dr. Blades concerning an internal conditio; 
connected with his service in the Armed Forces. He had planned to return the 
following day. 

Sytvra M. Ontver, 
14 Oak Crest Road, West Orange, N. J. 

JuNE 20, 1953. 

Subscribed and sworn to before me this 20 day of June 1953. 


FRANK Jay Morris, Jr., 
Attorney at Law of New Jersey. 


West Orancg, N. J., July 2, 1958. 
Mr. FrANK G. Kocu, 
West Orange, N. J. 

Dear FRANK: In accordance with your request, I will detail some of the action 
I took in your behalf, while you were seriously ill, 2 years ago, in my efforts to 
obtain Veterans’ Administration authorization for your hospitalization. 

On or about October 2, 1951, I telephoned Mr. Joseph O’Hearn, manager of 
the Newark Veterans’ Administration regional office, and notified him of your 
emergency hospitalization in Washington, and asked him how to proceed. He 
advised me to obtain further facts and to contact him again. I also contacted 
Congressman Addonizio’s suburban secretary, Ovid C. Colalillo, in the Con- 
gressman’s Orange, N. J., office. 

Within a week I visited Congressman Addonizio, and also spoke to Mr. O’ Hearn 
and Mr. Oscar Wexler, of the Veterans’ Administration regional office in Newark. 
I had been to Washington while you were undergoing surgery and gave them a 
complete report of the overall picture. 

My purpose in making the above statement is to make clear that the Veterans’ 
Administration was notified promptly after your hospitalization and informed 
of the emergency requiring immediate hospitalization in the George Washington 
University Hospital. 

Sincerely, 
FRANK Jay Morris 


Subscribed and sworn to before me this 2d day of July 1953. 


FRANK Jay Morris, Jr., 
Altorney at Law of New Jersey. 


To Monroe J. Romansxy, M. D., Dr. 
GEORGE WASHINGTON UNIVERSITY SCHOOL OF MEDICINE, UNIVERSITY HOSPITAI 


WasuinatTon, D. C., March 7, 1953. 
Mr. FRANK Kocu, 
West Orange, N. J. 

For professional services, $50. 

Dates seen in 1951: October 24, 25, 26, 29; November 7, 10, 21; December 
16, 26, 28. Seen in consultation at the request of Dr. Brian Blades, in regard to 
therapy and followup. 

Payment received in full, March 4, 1953. 

M. J. Romansky. 
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Brian Buiapes, M. D. 
THE GEORGE WASHINGTON UNIVERSITY HOSPITAL 


Wasaineton, D.C. March 3, 1953. 
Mr. Frank G. Kocn, 
West Orange, N. J. 


For professional services 


Bronchoscopy 

Pie rc re oa seh diaee ts wire ea ad re 

Removal of foreign body 

Drainage of empyema 

Plastic closure of bronchopleural fistula and thoracoplasty 

Received payment in full Mur. 3, 1953. 

Brian BLapDEs. 
H. 


Statement of medical expenses incurred by Frank G. Koch in the George Washington 
University Hospital, between Oct. 1, 1961, and Jan. oF, 1952 





| 


| 
| Charges Paid by 


Paid by me 


incurred insurance 


Dr. Brian Blades ieikeiee | 650. 00 225. 00 | 425. 00 
Dr. Monroe J. Romansky bak in od Sintctinie : 50. 00 | 20. 00 


| 

| 

| 

} 
George Washington University apie... be ddddetin ven 1 $2, 434. 58 $630. 00 $1, 804. ! 
Private nurses. 7 331. 25 


3, 465. 83 885.00 | 2, 580. 83 





1 These charges do not include those for telephone calls. 7 4 
Frank G. Kocu, 
June 18, 1953. 


Subscribed and sworn to before me this 18th day of June 1953. 


[SEAL] DANIEL ZIMANY, 
Notary Public of New Jersey. 
My commission expires June 8, 1958. 


THe GEORGE WASHINGTON UNIVERSITY HospPITAL 


Wasuineton, D. C., March 18, 1968. 
Mr, Frank Kocn, 
Newark, N. J. 
To hospital room and care from Oct. 1, 1951, to Jan. 31, 1952, 122 
days, at $12.50 per day ; .. $1, 525. 00 
Operating room aot pease ay tena 142. 50 
Anaesthetic. _ __ : tie ef 115. 00 
Special medicines__ - Jue 254. 35 
Special surgical dressings - - - - - _--_- Lehi: si sia Meeks : 98. 73 
X-ray a ; a ae tea eS 35. 00 
Laboratory examinations... __- dda , ; 169. 00 
Telephone - - : a4 . ee: 19. 65 
Oxygen F sth aia ed ; 90. 00 
Therapy 5. 00 
Total charges $e ...-. 2,454.23 
Insurance paid . 630. 00 


1, 824, 23 
1, 824, 23 
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VETERANS’ ADMINISTRATION, 
Washington, D. C., June 2, 1953 
Hon. Cuauncey W. REEp, 
Chairman, Committee on the Judiciary, 
House of Representatives, 
Washington, D. C. 


Dear Mr. Reep: This has further reference to your request for a report by 
the Veterans’ Administration on H. R. 3951, 83d Congress, a bill for the relies 
of Frank G. Koch, which provides as follows: 

“That the Secretary of the Treasury is authorized and directed to pay, out of 
any money in the Treasury not otherwise appropriated, to Frank G. Koch 
(Veterans’ Administration claim numbered C-—3808833), West Orange, Ney 
Jersey, the sum of $2,580.83. The payment of such sum shall be in full settlement 
of all claims of the said Frank G. Koch against the United States for reimburse- 
ment of the medical, surgical, and hospital expenses which he incurred during 
the period beginning October 1, 1951, and ending January 31, 1952, in connection 
with an emergency operation which was performed at the George Washington 
University Hospital in the District of Columbia on October 3, 1951, to remoy 
shrapnel from his lung: Provided, That no part of the amount appropriated jp 
this Act in excess of 10 per centum thereof shall be paid or delivered to or received 
by any agent or attorney on account of services rendered in connection with this 
claim, and the same shall be unlawful, any contract to the contrary notwithstand- 
ing. Any person violating the provisions of this Act shall be deemed guilty of a 
misdemeanor and upon conviction thereof shall be fined in any sum not ex- 
ceeding $1,000.” 

Evidence of record discloses that Frank G. Koch entered upon active service 
with the United States Army September 23, 1943, and was honorably discharged 
on February 6, 1946, on a certificate of discharge for disability by reason of re- 
tained metallic foreign bodies, left lung and diaphragm, secondary to penetrating 
wound of left chest. 

Upon application, Mr. Koch was granted disability compensation by the 
Veterans’ Administration commencing the day following the date of his discharge 
from service by reason of the disabilities incurred in service in World War I! 
At the present time Mr. Koch is receiving compensation at the rate of $166 per 
month, which rate includes additional compensation for a wife and minor child. 

The records disclose that following examinations made in July and August 
1951, it was determined by the Veterans’ Administration that a bronchoscopic 
examination should be conducted. The proposed examination was scheduled, 
but by letter of August 28, 1951, the veteran requested postponement. The 
examination was rescheduled. However, by letter of September 15, 1951, the 
veteran again requested postponement and asked that the examination not be 
rescheduled until he contacted the Veterans’ Administration. He further stated 
in that letter that he would be out of town most of the coming week. The vet- 
eran made no further attempt to have the examination rescheduled. 

A claim for reimbursement of the cost of unauthorized medical expenses in the 
amount of $3,471.53, dated February 13, 1952, was filed with the Veterans’ 
Administration by Mr. Koch. This amount appears to represent cost of medical 
care and hospitalization for an operation performed upon the veteran by Dr. 
Brian Blades at the George Washington University Hospital, Washington, 
D. C., on October 3, 1951. Evidence discloses that Mr. Koch was hospitalized 
at that hospital for observation on September 19, 1951, and was discharged Sep 
tember 26, 1951. He was readmitted on October 1, 1951, and following surgery 
and satisfactory convalescence, was discharged on January 31, 1952. After 
consideration of all the evidence, the Veterans’ Administration found that Gov 
ernment facilities were feasibly available both in the area of the veteran’s home 
(West Orange, N. J.) and in Washington, D. C., the veteran’s condition was not 
so emergent as to preclude the otaining of the necessary care or treatment through 
the Veterans’ Administration had application been made, and the veteran's 
action indicates preference for treatment through private sources to that avail- 
able through Government facilities. Accordingly, Mr. Koch’s claim for reim- 
bursement was disallowed. Mr. Koch was notified of this finding in a letter 
dated February 19, 1952, and advised of his right to appeal to the Administrator 
of Veterans’ Affairs. 

The veteran appealed and the Board of Veterans’ Appeals in decision dated 
October 30, 1952, and supplemented by decision of February 13, 1953, noted that 
the evidence disclosed the unauthorized services were rendered at a private hos- 
pital in Washington, D. C., without any attempt being made to utilize available 





(ove 


can 
med 
soul 
nas 
tho 
of t 

R 
dee 
mer! 
whi 
scrl 
mer 
whe 
stal 

4 
sici 
tor 
SCC 
Ow! 
sou 
COO 
req 
he 
apy 
pay 
7 
the 
me 
cas 
pro 
110) 
eng 
ult 
wh 


of 





FRANK G. KOCH 9 


vernment facilities. Moreover, the private physician who treated the veteran 

nilitary service was selected by the veteran in preference to available Govern- 
ment physicians inasmuch as he felt this physician was more familiar with his 

a The hospitalization in question was begun after the veteran had been 

served for a period of 7 days and had undergone tests which were previously 

juled by the Veterans’ Administration. From a study of the entire record, 

e Board found that aside from the question of the veteran’s preference for hos- 
nitalization and medical treatment of his own choosing, it was not shown that an 

‘gency existed in which delay in securing treatment through available Govern- 
ment facilities would have been hazardous to the veteran’s life or health. Accord- 
ingly, since the coexistence of all the prerequisites for entitlement was not estab- 
lished, there was no authority under governing regulations to approve 1eimburse- 
ment or payment of the unauthorized medical expenses, and the appeal was 
denied 

All eligible veterans suffering from service-connected disabilities have a right 
to be afforded necessary medical care and treatment by the Veterans’ Adminis- 
tration, including outpatient treatment, and if beds are not available in Veterans” 

\dministration hospitals or other Federal hospitals which have agreed to accept 
veterans, arrangement may be made to place them in suitable State, county, 
municipal, or private hospitals at Governnent expense. Supplementing this 
broad medical program is authority for payment or reimbursement of medical 
expenses for medical treatment, including the necessary traveling incidental 
thereto, obtained without prior authorization from the Veterans’ Administration, 
under the following conditions: 

1) It must be shown by decision of an adjudicative agency of the Veterans’ 
\dministration that the disability from the disease or injury for which treatment 
had been rendered was service-connected, or determined by medical officers of the 
Veterans’ Administration as aggravating a service-connected disability. 

2) The treatment must have been rendered in a medical emergency. 

(3) Government facilities must have been not feasibly available. 

(4) Delay would have been hazardous. 

\ll these elements must have existed and if any was lacking, reimbursement 
cannot be authorized. Moreover, no reimbursement or payment of unauthorized 
medical treatment will be made when procured by a claimant through private 
sources in preference to available Government facilities. In the present case, 
inasmuch as Mr. Koch did not meet the requirements for the payment of unau- 
thorized medical expenses Outlined above, there is no authority for the payment 
of the claims presented. 

tegarding the sum $2,580.83, which is proposed to be paid by the bill, it is 
deemed pertinent to state that had the requirements for entitlement to reimburse- 
ment of and payment for unauthorized medical expenses been met in this case, 
which they were not, payment would have been made in accordance with pre- 
scribed standards. Since there is no basis under existing regulations for the pay- 
ment of this claim, the Veterans’ Administration has not undertaken to determine 
whether the amount claimed would have been payable under such prescribed 
standards, 

\ veteran is, of course, privileged to secure medical treatment from the phy- 
sician Of his choice. The Veterans’ Administration, however, is not authorized 
to reimburse those veterans, who, in the absence of the conditions outlined above, 
secure their admission to private hospitals for treatment by physicians of their 
own selection. As noted earlier in this report, the Veterans’ Administration 
sought to arrange a number of physical examinations for Mr. Koch. Had he 
cooperated by reporting for examination by the Veterans’ Administration as 
requested, his condition could have been diagnosed and treated. It appears that 
he preferred other than Veterans’ Administration medical care and it is not 
apparent under the circumstances why the Government should be required to 
pay therefor as proposed by H. R. 3951. 

The enactment of H. R. 3951 would be discriminatory in that it would remove 
the claim of Mr. Koch from the provisions under which payment for reimburse- 
ment of cost of unauthorized medical expenses has been or would be denied in 
cases similarly circumstanced. It would constitute a precedent for similar 
proposals in behalf of other claimants. Furthermore, it appears that the adop- 
tion of the principle of this bill might, in effect, be an incentive to veterans to 
engage the services of private physicians and hospitals, with the Government 
ultimately paying the costs thereof, and to disregard medical care and treatment 
which the Government affords through the Veterans’ Administration, the quality 
of which ranks with the best and most modern available. 








10 FRANK G. KOCH 


The Veterans’ Administration does not believe that private bills of this naty, 
should receive favorable consideration. 
Advice has been received from the Bureau of the Budget that there would ly, 
no objection to the submission of this report to the Committee. 
Sincerely yours, 
H. V. Hier 


Car. R. Gray, Jr, 
(for the Administrator 


O 
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CONFERRING JURISDICTION UPON THE UNITED STATES COURT 
CLAIMS TO HEAR, DETERMINE, AND RENDER JUDGMENT 
UPON THE CLAIM OF SPENCER C. CLARK 


6, 1954.—Committed to the Committee of the Whole House and ordered 
to be printed 


Burpick, from the Committee on the Judiciary, submitted the 
following 


REPORT 
[To accompany H. R. 4259] 


Committee on the Judiciary, to whom was referred the bill 
R. 4259) for the relief of Spencer C. Clark, having considered thi 
reports favorably thereon with amendments and recommends 
the bill do pass. 
‘amendments are as follows: 
rike out all after the enacting clause, and insert the followin 
jurisdiction is hereby conferred upon the United States Court of Claims 
standing the lapse of time or any provision of law to the contrary, to 
letermine, and render judgment upon the claim of Spencer C. Clark, of 
tle, Washington for compensation under section 5 of the Act of February 13, 
as amended (19 U.S. C. 261 and 267), for Sundays, holidays, and overtime 
s performed by him during the period from January 1, 1938 to 1942, inelu- 
vhile serving as an employee of the Bureau of Customs. Suit must be filed 
one vear of the enactment of this Act 
\mend the title so as to read: 
\ bill conferring jurisdiction upon the United States Court of Claims to hear, 
termine, and render judgment upon the claim of Spencer C. Clark 
The purpose of the proposed legislation is to confer jurisdiction upon 
the United States Court of Claims to hear, determine, and render judg- 
ent upon the claim of Spencer C. Clark for extra compensation for 
Sunday, holiday and overtime services performed between 1938 and 
42, while he was acting as a custons inspector at Blaine and Seattle, 
Wash. The bill provides further that suit must be filed within 1 year 
after its enactment, notwithstanding any statute of limitation or lapse 
of time or any provision of law to the contrary, under section 5 of the 
ict of February 13, 1911. 


42007 








2 CLAIM OF SPENCER C. CLARK 


STATEMENT OF FACTS 


During all the time Mr. Clark performed the Sunday, holiday gy 
overtime services in connection with his duties as customs inspecto, 
at Blaine and Seattle, he was unaware that it was possible to obtaj 
payment for such overtime services. In fact, he did not know tha; 
any payment had been made, or was being made, to others in like situa. 
tion until he was so informed by Mr. Oscar W. Dam on Octobe: 
1952, as evidenced by the affidavit in the file. Mr. Dam acted in th 
capacity of Acting Assistant Collector of Customs for the State 
Washington from June 1937 to October 1948. 

A letter from the Comptroller General of the United States, und 
date of December 24, 1953, states that a request by Mr. Clark fo 
necessary forms to permit the filing of a claim for inspectional servic; 
for the Customs Service during the period from 1932 to 1943 was 
received in that office on that date. It further states that “in add 
tion to other information, Mr. Clark was furnished a copy of the bar 
ring act of October 9, 1940, 54 Stat. 1061”, which limits the allowab 
time to file suit in the Court of Claims to 6 years from the comme: 
ment of the action, and in the case of claims filed with the Gen 
Accounting Office, the allowable time is 10 years (U.S. C. 71a, 237 

Under the decision of the United States Supreme Court in the casi 
of United States v. Howard C. Myers (Jan. 3, 1944) (820 U.S. 5¢ 
321 U.S. 750) recovery was allowed to those inspectors who had bei 
assigned to regular tours of duty which included Sundays and holid; 
without extra compensation. Mr. Justice Reed, in delivering t| 
opinion of the Court, said: 


The legislative history of the various acts makes clear the intention of Co 
to allow extra compensation only when there are overtime services in thi 
of work hours in addition to the regular daily tour ef duty without regard 


period within the 24 hours when the regular daily tour is performed. 

Subsequently recovery was allowed in other similar cases, in eac! 
of which the period covered by the suit or claim extended bac! 
cover the time allowable under the applicable period of limitations 

However, inasmuch as Mr. Clark was not aware, and was 
informed by anyone until October 1, 1952, that it was possible to fil 
a suit or claim for the overtime work he performed as a customs 
inspector (although the data on the overtime he worked in Blain 
was prepared under Customs directive in 1934), and that upon obtain 
ing such knowledge he immediately took action to file such claim 
accordance with the prescribed procedure, it would seem that 
this case equity demands that the Statute of Limitations be waived 
to the extent that Mr. Clark be allowed to recover for the overtin« 
work he performed from 1938 to 1942, in conformance with Com- 
mittee Rule No. 9. 

We, therefore, recommend that rule 9 be suspended and the bill 
be amended to provide payment from 1938 to 1942, and that wher 
so amended that it be passed without other change. 























CLAIM OF SPENCER ©, CLARK 


TREASURY DEPARTMENT 
Washington, Vay 22, 1958. 
HAUNCEY W. REeEEbD, 
hairman, Committee on the Judiciary, 
House of Representatives, Washington, D. C 


> 


Dear Mr. CuarrMan: Reference is made to your letter of April 23. 1953 
ig a statement of this Department’s views on H. R. 4259, a bill ‘““Con- 
jurisdiction upon the United States Court of Claims to hear, determine, 
der judgment upon the claim of Spencer C. Clark for extra compensation 
lay, holiday, and overtime services performed between 1929 and 1942.’ 
ill would authorize the institution of a suit in the Court of Claims within | 

ifter its enactment, notwithstanding any statute of limitations or lapse of 

1 any provision of law to the contrary, to recover extra compensation 
ection 5 of the act of February 13, 1911, as amended (19 U.S. C. 261 and 
* Sunday, holiday, and overtime services performed by Mr. Clark as an 
ee of the Customs Service, presumably in the Seattle customs district 
the period from 1929 to 1942, inclusive 
information contained in the bill is not sufficient to enable the Departme: 
tify with certainty the basis upon which Mr. Clark may claim he would be 
| to recover in the event suit were instituted under the bill, if enacted 
er, it appears that Mr. Clark served as a customs inspector in that district 
during a part of the period from 1929 to 1942. 
up of customs inspectors, as early as 1937 brought suit in the Court « 
to recover extra compensation for services at night, and on Sundays anc 
s under the provisions of the customs overtime laws, section 5 of the act o 

ruary 13, 1911, as amended, and section 451 of the Tariff Act of 1930 (19 

S. C. 261, 267, 1451), which services were performed in connection with certain 

| facilities at Detroit. In decisions in the case of United States v. Howard ( 

and related cases ((1944) 320 U. 8. 561; 321 U. 8. 750), recovery was 

ed to those inspectors who had been assigned to regular tours of duty which 

led Sundays and holidays without extra compensation. Additional customs 
spectors subsequently brought suit in the Court of Claims to recover extra 
mpensation for services performed under circumstances similar to those involved 
he Myers case, except that the services were performed at highway border 
ngs and free bridges between the United States and Canada. Recovery 

as subsequently allowed for certain of the services performed by a decision of 
the Court of Claims in the case of O’Rourke v. United States and related cases 

1947) 109 Ct. Cl. 33). 

Several hundred customs inspectors who had performed services similar to those 
hich recovery was allowed in these cases filed suit in the Court of Claims or 
| claims with the General Accounting Office. In each case the period covered 
the suit or claim extended back to cover the time allowable under the applicabl 

1 of limitations which, in the case of suits in the Court of Claims is 6 years 

he commencement of the action and in the case of claims filed with the 

eneral Accounting Office, is the 10-year period of limitations prescribed in sectior 
la of title 31, United States Code. 

Presumably, Mr. Clark’s claim is of the same type as those above mentioned 
he circumstances, the Department believes it would be discriminatory to enact 

islation to authorize recovery by one employee or former employee without 

gards to periods of limitations when all other inspectors were allowed recovery 
ly within the period of the applicable limitation provisions 

For the reasons stated, the Department would not favor the enactment of this 

proposed legislation. 

Che Department has been advised by the Bureau of the Budget that ther 
bjection to the submission of this report to vour committee 

Very truly yours, 


f 
| 


H. CHarMan Ross, 
Acling Secretary of the Treasury 


SEATTLE, Wasu., November 13, 1952. 


Your affiant, Spencer C. Clark, who appeared before me this 13th day ot 
November 1952, states that he signed the statements attached hereto, and that 
the information contained therein is true and correct to the best of his knowledge 
and belief. 

SPENCER C. CLARK. 


Subscribed and sworn to before me this 13th day of November 1952. 
V. H. Evers, 
Notary Public in and for the State of Washington residing at Seattle. 








4 CLAIM OF SPENCER C. CLARK 


SEATTLE, Wasu., November 13 


GENBRAL ACCOUNTING Orricr, CLAIMs DIvIsIion, 


Attention: G. W. Vail, chief of section 


Dear Sir: Reference is made to my claim for compensation for ser 
formed at Port of Seattle from November 15, 1939, until my transfer to a 
agency November 14, 1942 

1. I do not have a record of my assignments for this period 

2. I am informed by the Marine Division, Moneys and Accounts and O 
Divisions of the Customs at Seattle, that this record is not available 





3. During this period assignments to certain groups of inspectors were 
t basis of fairness and equality 

} lor the reasons set forth above I base my claim for this period on the a 
arned by averaging the earning for the following inspectors during this | 
George Solomon, C. E. Studebaker, Wesley Ogden, P. M. Chapman, Ce¢ 
Y Copesticl Jud Wood 


Resp tfullv sul itted 


~ 


EATTLE. Wasu.. November 1 


({ENERAL Accot ING Orrick, CLAIMS DIVISION 


Attention: G. W. Vail. chief of section 

DnAR Str: Herewith attached data compiled showing hours and dat 

which compensation is clait ed for period Julv 31, 1932. to October 31, 193 
the Port of Blaine, Was! 

I note that I transferred from the Customs to another agenev on Nov 





14, 1942: T am therefore submitting this part of my claim by airmail so it 
timely ! am advised bv the United States district attorney that my 10 
limitation for filing would not be up until November 15, 1952, since my clai 

not accrue until November 14, 1942 It is my intention to file a claim co 

the perio i from October 31, 1939, to November 14, 1942, while stationed at S 

as soon as I ean obtain necessary data I had no knowledge of filing, or cas 
lecisions in repayment of compensation until Oetober 2, 1952 I have 
retired, disabilitv, since Juiv 1949 In the event my claim cannot be enterta 
vill vou please re irn the data. as a special bill will be introdueed in Cor 

to cover the same 


Very resp fully ibmitted 
SPENCER ©, Chat 


Date: November 12, 1952 
District: Washingtor 


Name of employee: Clark, Spencer C., inspector of customs 


Data regarding customs inspectional services performed on Sundays and ho 
between Aug. 31, 19381,and Oct. 29, 1989, both dates inclusive Comput 
accordance with B. C. L. No. 2439, sup. No. 4, table 2. 





. AY I 
Port or st nm Rate of — Sunday | Amount) comput 
where services eriod or fiseal year aes : holiday this official 
where ; om : I Lor ve es lary holidays = ear a a 9d 
ae — worked ; Saat 
- é } ) 6 
Bl e, Wash July 31, 1932~Mar. 31, 1933 $2, 100 24 $11.66 | $279.84 Offic 
Do Apr. 1-June 30, 1933 1, 785 7 9. 92 69. 44 Dy 
Do July 1, 1933-Jan. 31, 1934 1, 785 31 9. 92 307. 52 Do 
Do Feb. 1-June 30, 1934 1, 890 21 10. 50 221). 50 Dy 
Do July 1, 1934-Mar. 31, 1935 1, 995 40) 11. 08 443. 20 D> 
1« Apr. 1-June 30, 1935 2 100 13 11, 66 151. 58 Do 
Do July 1, 1935-June 30, 1936 2, 100 36 11. 66 422. 68 D 
Do July 1, 1936—June 30, 1937 2, 100 is 11. 66 562. 60 Do 
Do July 1, 1937-June 30, 19388 2, 100 45 11.66 | 524.70 Do 
Do July 1, 1938-June 30, 1939 2, 100 46 11. 66 542. 20 Do - 
Do July 1-Oct. 31, 1939 2, 200 14 11. 66 171. O08 Do 
Potal 6, 695, 34 P 
NOTE Total of amounts shown under column No. 6 amounts from official records, $3,695.34; at 


estimated, $0, 








CLAIM OF SPENCER C. CLARK 


Port oF BLAINE WASHINGTON 


Sunday and holiday services Bil jo, SUPPLE ment 
f June 38, 1944 (all highway and a inspectiona 


or of customs 


m. to5p.m 
{p.m. to 12 p.m 
12m.tos8 p.m 

m. to 5p. m 
m,. tola.m 
to l p.m. and 
m.to5p.m 
i.m.to4p.m 
do 
12m.tolp.m 
ga.m.to5p.m 
4t012p.m 
ga. m.to5p,m 
do 
do 
do 
4tol2Zp.u 
9a. m. to 5 
do 
4to12p.m 
do 
Sa. m,to4p.m 
7 do 
Sunday 12 m, tol p. m. and 5 to 12 p. m 


0 


Holiday _.| 12m, tol p.m.and9tola I 
Sunday 1to9a. m 
I 


» 
0 
) 


do 4to12p,m 

do 8a,m,to4p.m 

do 2m,tolp,m.and 5to12p ; $1,800 per ant 

do a.m, to4p.,m 5 5 Do 

do 2m. tol p, m. and 5 to 12p 5 Dx 
Holiday 8a.m,to4 p.m 5. 25 ) Do 
Sunday do 10.2 Do 

do , 12m. tol a.m. and 5to12p.m ) Do 

do 9a.m.to5p.m 5 6 Do 

do la. m, to9a.m ). 25 10. 5 Do 

do 9a.m. to 5p. m 5. 25 10.5 De 


5 percent reduction—war 
rt of reduction restored 
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Record of Sunday and holiday services. 
Law of June 


inspector of customs 


Date 


1934 


Apr. 


May 


June 


Feb 


Mar 


\pr 


May 


June 


July 


Aug 


8 
15 
99 
29 
h 
20 
30 
3 
10 


17 


24 





20 | 


9 
16 
23 
30 


il 
18 


25 





Day 


Sunday 
do 
do 
do 
do 
do 

Holiday 

Sunday 
do 
do 
do 
do 

Holiday 

Sunday 
do 
do 


1 
do 


do 
do 
do 
do 
Holiday 
Sunday 
do 
do 
do 
do 
do 
do 
do 
do 


Sunday (‘ 


Sunday 

Holiday 

Sunday 
do 
do 
do 
do 


Holiday 
Sunday 
do 
do 
do 
do 
Holiday 
Sunday 
do 
do 
do 
do 
do 
do 
do 
do 
do 
do 
do 
do 
Holiday 
Sunday 
do 
do 
do 
do 
do 
do 
do 
do 
do 
do 


do 


CLAIM OF SPENCER C. 





CLARK 


1944 (all highway and all inspectional) 


Continued 


Hours 


Sa.m.to4p.m 

12m, tol p. m. and 5to 12 p. m 

9a.m.to5p.m 

2m.to8 p.m 

p.m. to12 p.m 

a.m.to4p.m 
do 

1 to9a.m 

1. m.to5 p.m 

4.m, to3 p.m 

to 12 p.m 
m.to5p.m 


1 
4 
s 


9a.m, to5 p.m 
1 to9p. m 
10 a.m. to6 p.m 
Ssa.m.to4p.m 
Lto9a.m 
9a.m.to5p.m 
ttol2pm 


do 
Sa.m.to4p.m 
Sa.m,to2p.m,and4to6p.m 
t{to 12 p.m 
9a.m,to5p.m 
12m. tol p. m. and 5to12p. m 
do 
lto9a.m 
Ya.m.to5p.m 
12m. tol p. m. and 5to12p. m 
4to12p.m - 
12 m. tol p. m. and 5 to 12 p. m 
do 
9a.m.to5p.m 
do 
12m. tol p.m. and 5to12 p.m 
lto9a.m 


do 
Ya.m,. to5 p.m 
do 
12m, tol p. m, and 5 to 12 p. m 
Sa.m,.to4 p.m 
Ya.m,to5p.m 
to 9 p. m 
a.m,to4p.m 
2m. tolp. m, and 5to 12 p.m 
to9 p.m 
to 9 a.m 
5to12p.m 
12m. tol p.m. and 5 to 12 p.m 
Ya.m.to5p.m 
do 
do 
lto9a.m 
Sa.m,.to4p.m 
9a.m.to5p.m 
12m. tol p.m. and 5to12 p.m 
l to 9 a.m 
lto9 p.m 
9a.m.to5p.m 
4to 12 p.m 
Sa.m.to4p.m 
Ya.m.to5p.m 
4to 12 p.m 
9a.m. to5p.m 
do 
lto9a,m 
9a. m,. to5p.m 
8a.m, to4p.m 
12m. to 1 p. m. and 5 to 12 p.m 
4to12p.m 


l 
8 
l 
l 
l 


2 Part of reduction restored. 


Reduction restored. 











A mot 


B/L 2439, supplement No. 2 ¢ 


Spencer 


nt 


50 
5O 
5D 
50 
5O 
50 
50 
50 


OS 
OS 
OS 
OR 
OS 
OS 
O8 
OS 
Os 
OS 
OS 
OS 
OS 
OS 
OS 
OS 
OS 
OS 
OS 
OS 
OS 
OS 


08 


OS 
O8 
OS 
OS 
O8 


. O08 


OS 
OS 


.O8 


O8 
O8 
O8 
O8 
O8 
OS 
Os 
OS 
OS 
fi6 
66 
66 
66 
06 
06 
06 
66 


. 06 


66 
06 
66 
66 
66 
66 
66 
66 
66 


. 66 


66 
66 


$1,890 7 
Do 
Do 
Do 
Do 
Do 
Do 
Do 
Do 
Do 
Do 

$1,995 
Do 
Do 
Do 
Do 
Do 
Do 
Do 
Do 
Do 
Do 
Do 
Do 
Do 
Do 
Do 
Do 
Do 
Do 
Do 
Do 
Do 
Do 
Do 
Do 
Do 
Do 
Do 


Do 
Do 
Do 
Do 
Do 
Do 


W? 
( 


er 


Do. 


Do 
Do 
Do 
Do 


Do. 


Do 
3 $2, LOC 


) per a 


Do. 


Do 
Do 
Do 
Do 
Do 
Do 
Do 
Do 
Do 
Do 
Do 
Do 
Do 
Do 
Do 


Do. 
Do. 


Do 
Do 

















CLAIM OF SPENCER C. CLARK 7 


Record of Sunday and holiday services. B/L 2439, supplement No, 2 and Public 
Law of June 8, 1944 (all highway and all inspectional)—Spencer C. Clark, 
pector of customs—Continued 


Day Hours tA Amount Salary 


Sunday... 1 to9a.m $5 66 | $2,100 per annum, 
do 9a.m.to5p.m 5. 83 66 Do 
do 4to 12 p.m 3. 66 Do 
do_. do 5. 83 I } Do 
do do 5. 83 l Do 
Holiday do 5. 8 Do 
Sunday 9a.m, to5p.m . 83 D 
do 5 to 12 p.m 5. Re f Do 
Holiday 1 to9a.m 5.83 Do 
Sunday do 5. 82 l } Do 


do. 12m. tol p. 
do 4to 12 p.m 
Holiday 5 to12 p.m 
Sunday 12 tola.m.and1to9p.n 
do 12m, tol p.m. and 5to12p 
do .| lto9a.m 
do 9a.m.to5p.m 
do 12m. tol p.m. and 5to12p 
do lto9p.m 
do 12m, tol p.m. and 5to 12p 
do 9a.m.to5p.m 
do 8 a.m. to4p.m 
do 4tol2 p.m 
Holiday 1to9a,m 
Sunday do 
do 8a.m.to4p.m 
do 9a.m.to5p.m 
do 12m. tol p.m. and! 
Holiday 9a.m.to5 p.m 
Sunday do 
do do 
do do 
do lto9a,m 
do 9a.m, te 5 p.m 
do 7a.m.to3 p.m 
do .-| 9a.m.to5p.m 
do... .| 12m, tol p. m. and 5to 12p.n 
do 9a.m.to5p.m 
Holiday do 
Sunday 12 to la, m, and 9a. m, to5 p.m 
do 12m. tol p.m. and 5 to 12 p. m 
do 9a.m.to5p.m 
do lto9a.m 
do . 8a.m.to4p.m 
do 12m, to& p.m 
do 5 12m. tol p.m. and 5to12 p.m 
do do 
do .., 9a,.m.to5p.m 
do .| 12m, tol p. m. and 5 to 12 p. m 
do .-./ 9a.m.toi5p.m 
Holiday ......| 6to 10 p.m 
Sunday .-| 9a.m,to5p,m 
do ..| lto9a,m 
Holiday......| 8 a.m, to4 p.m 
Sunday ‘ do. 


Holiday 5 to 12 p.m 
Sunday 12 m. to 1 p. m. and 5 to 12 p. m 
.do ahd .do 
.do_. .do 
.do 9a.m.to5p.m 
Holiday .do..... 
Sunday - - 1 to9a.m 
.do 9a.m,.to5p.m 
.do sORiares 
.do 4to12p.m 
.do 1 to 9a, m 
.do ..| 9a.m.to5p.m ‘4 
sentiias ..| 12m, tol p. m. and 5 to 12 p. m 
ace 1 to9a.m 
.do 9a.m.to5p.m ‘ 
.do 1 to?p.m-___. 
.do .-| 12m. tol p. m. and 5 to 12 p. m 
.do 8 a.m. to4p.m 
.do 12m. to8 p.m 
.do | 8a.m.to4p.m 


wm wr oe 
— PASH Iw 


= B 





ba 4 


Record of Sunday and holiday services. 
Law of June 8, 


inspector of customs 


Date Day 
9 7 
May 31! Holiday 
J 18 | Sunday 
2 do 
Aug I do 
& do 
15 do 
99 do 
”") do 
Sept do 
6 | Holiday 
, eunday 
Oct 3 do 
10 do 
7 do 
24 d 
31 do 
dc 
2 do 
28 ny 
De do 
Q ce 
2t ac 
j I Holiday 
2) Sunda 
) lo 
2 do 
$( ck 
r¢ 10 
x do 
2 Holiday 
2 Sunda 
do 
; de 
20 do 
Apr ; do 
l do 
24 do 
May 1 do 
l do 
9 do 
29 do 
40 do 
June 12 do 
19 do 
* do 
Jul 3 do 
Holiday 
17 | Sunday 
24 do 
31 do 
\ 26 do 
Sept t do 


Holiday 
11 Sunday 


Is do 
25 do 
Oct 2 do 
9 do 
23 do 
30 do . 
Nov. 6 do 


11 Holiday. 


13 | Sunday_. -.. 


20 do 
24 | Holiday 
27 «Sunday 
Dex 1 do . 
11 do 
18 do 





CLAIM 


1944 (all 


OF SPENCER C. 


B/L 


Continued 


Hours 
$to ll p.m 
2to Op 
lto9&.m 
7 1 to4p n 
y m,to5p.m 
to 12 p. m 
I2m.tolp ind 5to 12 p.m 
8a.m.to4y] 1 
lto9a.m 
de 
ind 5to i2p 
I 
m 
m 
n. and 5 to 12 m 
n 
12m. tol p.m. and 5 to 12 p. m 
lo 
1to9a.m 
12m. tol p.m. and 5p. m,to12 p.m 
12 to& p,m 


' 
to 5} 





12m. to 1 p, m. and 5 to 12 p. m 


9a.m.to5p.m 
12m. tol p. m. ane to l2p. nu 
Ga.m.toS5p.n 
12m. to8 p.m 
9a.m.to5p.m 


do 
12m.tolp.n 
8a.m.to4p 
1to9a.m 
Sa.m,.to4p 


1,and §to12 p,m 
m 


12m. toS p,m 


9a.m,todp 
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CLAIM OF SPENCER C, CLARK 


Sunday and holiday services B/L 2439 pplem 
of June 3, 1944 (all highway and a nspectiona 
nepector of customs Continued 


,ct From LEetrrerR oF COMMISSIONER 
SoutTH CAROLINA, CHAIRMAN, SENATI 
vit Service, DareEp NOVEMBER 7 


| decisions by the courts Un ( je 520 
0: O' Rourke v. United States. 109 Ct 3: was held that 
re entitled to extra compensation under tl istoms overt 
1451) for certain overtime, Sunday and holiday service 
been paid under administrative regulations in effect at 
performed. Some of the custom employees concerned has ! 
United States Court of Claims for payment of such extra compe 
ers filed claims with the General Accounting Offic 
When requested to do so by the Department of Justice or the 
x Office, this Bureau has investigated the facts and furnished 
ertifications showing services performed by such claimants for 
aims 
hese computations covered only the periods of » which v t barred 
by the statutes of limitations (28 U. 8. C. 262, ¢ S. a, 237 Th 
statutes, with certain exceptions, limit the period for which extra compensatio1 
av be claimed to 6 vears from the date the claim first accrued, in the case of suits 
brought in the United States Court of Claims, and to 10 vears for claims filed with 
e General Accounting Office Several hundred of such suits and claims have 
been settled by judgments in the Court of Claims or by certificate of settlement of 
he General Accounting Office and the claimants have been paid the amounts 
found to be due. Since the decision in the Myers case supra, several proposed 
bills have been presented to the Congress seeking to authorize payment of extra 
compensation to all customs employees who performed includes services, as 
onsidered in that case and the O’Rourke case, since the earliest date covered 
by the Myers case, September 1931, and irrespective of whether or not the em- 








10 CLAIM OF SPENCER C. CLARK 


plovees concerned had previously brought suit or filed claims The proc 
provided in these proposed bills have varied from the esblishing of committ 
pass upon the individual claims, to the authorizing determination by the ( 
of Claims, with provision for the waiving of the bar of the statute of limita 
on such suits by customs employees. 8S. 2070 and H. R. 1009 of the 82d Cor 
and $. 260 and H. R. 3714, of the 8ist Congress, Ist session, are suggested a 
trative of the proposal made So far, the Congress has not enacted any suc 
posed legislation to provide extra compensation for past services on Sund 
holidays of customs inspectional employees otherwise barred by the sta 
limitations 
FRAN* Dow, 
Commissioner of ( si 


AFFIDAVIT 


STATE OF WASHINGTON, 
County of King, 88s 

[, Oscar W. Dam, Post Office Box 344, Seattle 11, Wash., being duly swor 
depose and say 

Chat at 4 p.m. on Wednesday, October 1, 1952, while en route from Aberd 
Wash., to Seattle, Wash., by auto, with Spencer C. Clark of 9219 40th Av 
Northeast, Seattle, Wash., | mentioned the fact that customs inspectors on 
border and at Seattle were receiving payment, or had received payment, of o 
time ineurred by reason or work performed overtime, during periods, wl 
compensation had not been granted at the time. 

That the said Spencer C. Clark stated to me that he had worked as a cust: 
inspector during the unpaid periods for overtime for certain services, at Bk: 
and Seattle, and that this was the first that he had heard of the matter. 

Further that the said Spencer C. Clark mentioned that upon bis transfer fr 
Blaine to Seattle, Wash., I had officially signed the transfer orders as acting as 
ant collector of customs, for the district No. 30 embracing the State of Washingt: 
exclusive of the north bank of the Columbia River which forms the border of | 
State of Washington on that portion of the river west of 118° west longitude 
acted in the capacity of acting assistant collector of customs from June 1937 
October 1948 


Oscar W. Dam 


Subscribed and sworn to before me this 5th day of December 1952, at Seattl 
Wash. 
[SEAL] Atec M. Bryce, Jr., 
Notary Public 
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83p CONGRESS HOUSE OF REPRESENTATIVES § Report 
a] Session 


( No. 1482 
EES el or Went se ’ 


»\7 


SIN 


‘REDERICK JOSEPH BUTTACCIO AND OTHERS 


Apri. 6, 1954.—Committed to the Committee of the Whole House and ordered 
to be printed 


Mr. Jonas of Illinois, from the Committee on the Judiciary, submitted 
the following 


REPORT 
[To accompany H. R. 4474] 


The Committee on the Judiciary, to whom was referred the bill 
(H. R. 4474) for the relief of Frederick Joseph Buttaccio and others, 
having considered the same, report favorably thereon without amend- 
ment and recommend that the bill do pass 

The purpose of the proposed legislation is to authorize and direct 
the Secretary of the Treasury to pay to the followimg-named students 
of St. John Fisher College, Rochester, N. Y., the sum of $921.80 each: 
Frederick Joseph Buttaccio, Robert E. Casey, Donald A. Coffey, 
Donald W. Falconio, James F. Gleason, George J. Held, George R. 
Hogan, John E. Lovely, Robert J. O’Brien, Bernard W. Pragel, 
Richard F. Smith, George C. Van Epps, Donnald F. Vetter, and James 
F. Voelkl; and the sum of $275 to Gerald E. Flaherty. Such sums 
represent payment for courses to the said veterans eligible for training 
under the provisions of Public Law 550, 82d Congress, which has been 
denied under certain regulations promulgated by the Veterans’ 
Administration. 

STATEMENT OF FACTS 


During the months of August and September 1952, the above- 
named veterans, all of whom served honorably in the Armed Forces 
of the United States, submitted applications for education and traming 
benefits under title II of the Veterans’ Readjustment Assistance Act 
of 1952 (Public Law 550, 82d Cong.), for various courses of education 
and training at St. John Fisher College, Rochester, N. Y. The 
subject veterans then enrolled as students at this college under the 
impression that their applications would be approved in due course. 
In late December, after the work of the semester was well underway, 
each of the veterans, except Mr. Coffey, was notified by letter to the 


42007 
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effect that by reason of the requirement set forth in section 227 of the 
Veterans’ Readjustment Assistance Act of 1952 (66 Stat. 667: 3° 
U. S. C. 932), the New York State Education Department had 
notified St. John Fisher College that it could not be approved fo, 
education and training of veterans under that act. (Mr. Coffey 
who had previously indicated by letter dated October 30, 1952, that 
he had been apprised of the status of the school, was informed }y 
Veterans’ Administration letter dated January 8, 1953, to the effec 
that St. John Fisher College would not be approved for purposes of 
the mentioned act.) 

Subject veterans continued in attendance at St. John Fisher Colle 
after notification of the disapproval of their applications mainly. 
according to their individual statements, to prevent loss of credit in 
transferring from one school to another and because transferring at 
that time would have brought about greater financial obligations 
Many of the veterans were living at their homes in or near Rochester 
N. Y., and felt that they were unable to assume the financial burde: 
of attending school in other areas. 

The amount, $921.80, which the proposed bill authorizes and directs 
the Secretary of the Treasury to pay to each of the veterans, except 
Mr. Flaherty, represents the sum which would have been due for th 
school year which began in September 1952, and ended June 1, 1955 
had their applications been approved. Since Mr. Flaherty withdrew 
December 3, 1952, the amount which would have been due him is 
$275. In no case was there excessive absence on the part of any of 
the veterans, so that no deductions for that reason are indicated 

Section 227 of the Veterans’ Readjustment Assistance Act of 1952 
and its implementing Veterans’ Administration regulation provid 
that, with certain exceptions not pertinent here, the Administrator 
shall not approve the enrollment of an eligible veteran in any cours 
offered by an educational institution when such course has been in 
operation for less than 2 years. Section 242 (a) of the act (66 Stat 
671; 38 U.S. C. 952) provides that such course must also be approved 
by the State-approving agency for the State where such educational 
institution is located, or by the Administrator, in accordance with the 
provisions of title Il. St. John Fisher College had been in operation 
for less than 2 years at the time of the submission of applications by 
the beneficiaries of this proposed bill, and, therefore, no course at that 
institution could be approved under strict interpretation of the 
mentioned act. 

However, with reference to the wording of Public Law 550, it is 
believed that it was never the intent of Congress to deny participation 
in this program to accredited schools of higher learning simply because 
they had been in existence for less than 2 years. The language in the 
law was a result of efforts to correct certain defects in the original 
GI bill which enabled hundreds of profit schools to mushroom into 
existence overnight for the sole purpose of taking advantage of the 
liberal tuition allowances under the law. St. John Fisher College 
has now been approved for participation in the program. 

It should be pointed out further that Public Law 550, 82d Congress, 
was enacted July 16, 1952, about 2 months prior to the beginning of 
the school year in question. At the time of the submission of applica- 
tions by the subject veterans, there was a great deal of confusion 
among those whose duty it was to carry out the provisions of the act 
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At that time none of the schools in New York State had received the 
approval of the New York State Education Department or the 
Administrator of Veterans’ Affairs. 

As stated above, all of the veterans named in H. R. 4474 have con- 
tended that in their discussions with representatives of the Veterans’ 
Administration, they were given the definite impression that St. 
John Fisher College would be approved. Typical of the remarks 
regarding statements made to them by these representatives are: 
“He (the Veterans’ Administration representative) definitely told me 
that | would receive benefits under Public Law 550.” “TI asked the 
representative if the college would be accepted. He told me that 
approval would go through.’”’ ‘He told me that the college was not 
approved at that time, but to go ahead and start school because the 
college would be approved.” “The Veterans’ Administration repre- 
sentative told me that he was under the impression that St. John 
Fisher College would be approved. He said that it was run by an 
established organization—that it was not a fly-by-night institution, 
such as the law intended to exclude. He said there might be a delay 
but that the college would be approved.” “I was told that at the 
time no New York State college had been approved but that un- 
doubtedly St. John Fisher College would be approved with the rest.” 

Several of the veterans mention having been told that ‘‘no school in 
New York State had been approved yet’’ and having been assured 
that “St. John Fisher College would be approved when other schools 
in the State were.”’ One veteran states that the Veterans’ Adminis- 
tration representative told him it was simply a matter of detail to get 
around to the approval, and this representative then referred to the 
University of Rochester as another school which had not yet been 
approved at that time. These representations were undoubtedly 


made in good faith by the Veterans’ Administration and no contention 
otherwise is made by the claimants, but it remains a fact that the 
claimants, in reliance on those representations, took steps to enroll in 
St. John Fisher College and have expended funds or incurred obliga- 
tions for which they should, in justice and fairness, be reimbursed or 
indemnified. Favorable consideration of the bill is recommended. 


Str. Joun FisHeR COLLEGE, 
Rochester 18, N. Y., February 24, 1954. 

The following is a statement of Frederick J. Buttaccio supporting action on 
H. R. 4474. It represents this veteran’s statement (1) of the time at which he 
applied for Public Law 550 educational benefits during the summer of 1952; 
(2) the representative that he contacted; (3) pertinent statements of the repre- 
sentative; (4) the date of notification of nonapproval of St. John Fisher College; 
and (5) his reasons for not transferring to another school. 

(1) I do not remember exactly. 

(2) I would probably recognize him if I saw him. 

(3) He definitely told me that I would receive benefits under Public Law 550. 

(4) I was notified just before Christmas 1952, by letter. 

(5) I did not transfer because transferring would be so difficult and my work 
seemed to be coming fine. I thought it would be foolish on my part to leave. 
Besides, St. John Fisher College became my home. 

FREDERICK Jos. Burtracctio. 
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St. JoHn FisHer Couieat 
Rochester 18, N. Y., February 2/ 195) 
The following is a statement of Donald A. Coffey supporting action on H, R 
4474 It represents this veteran’s statement (1) of the time at which he a 


for Public Law 550 educational benefits during the summer of 1952: (2) the rh 

representative that he contacted; (3) pertinent statements of the representative 4474 

(4) the date of notification of nonapproval of St. John Fisher College; and (5 rP 

his reasons for not transferring to another school. senta 
1) I applied around July 1952. 


(2) I was interviewed by Mr. Valenti in Rochester and also contacted a n 


Suffalo whose name I do not recall. 
(3) There was no discussion as to St. John Fisher College being ineligible under ) 
the law. 


(4) I was notified by letter in the fall, 1952, from Buffalo that the colleg: 


as 
not vet approved. 1 
5) Having begun training at St. John Fisher College I desired to continy 
there at least until the end of the school year foreseeing many difficulties in a pra 
attempt to transfer to another institution. 
DonaLp A. Corrry 
St. Joun Fisher Co.ece, 
Rochester, N. Y., February 24, 1954 
The following is a statement of Donald W. Faleonio supporting action on 147 
H. R. 4474. It represents this veteran’s statement (1) of the time at which he ir 
applied for Public Law 550 educational benefits during the summer of 1952 sent 
(2) the representative that he contacted; (3) pertinent statements of the repre- lat 
sentative; (4) the date of notification of nonapproval of St. John Fisher College: for 
(5) and his reasons for not transferring to another school. 
(1) I applied for Public Law 550 about September 1, 1952. 
2) I do not remember the Veterans’ Administration representative with whon 
I spoke. I was at the office on several occasions and do not recall the names 


the men whom I contacted. 

(3) I asked the representative if the college would be accepted. He told m« 
that approval would go through. 

(4) 1 received notification that the college was not approved just befor 
Christmas. 

(5) I did not transfer to another school because the financial provisions under 
Public Law 550 are not enough to allow a student to go out of town. I had been 
away for 4 years and wanted to stay home a while. Besides I like the school. Du! 


DonaLp W. Fatconio 


Str. JoHn FisHer Couuecer, 
Rochester, N. Y., February 24, 1954 


The following is : stement of Gereld KE. Fleherty supporting action 
H. R. 4474 It represents this veteren’s statement (1) of the time at which h H 
applied for Publie Law 550 educational benefits during the summer of 1952 | 
(2) the representative that he contacted; (3) pertinent statements of the repr 2 
sentative; (4) the date of notification of nonapproval of St. John Fisher College; 


and (5) his reasons for ot transferrir g to another school. 
(1) It was sometime during August 1952, 














(2) 1 do not remember the name of the Veterans’ Administration representative R 
that I contacted. IT think I would recognize him for he was elderly and bald. 
I have been in the Veterans’ Administration office recently and have not seen r 
the man so that possi>ly he does not work there now. 
(3) He told me the school wss not approved st thet time, but to go aheed and 
start school bec:,use the college would be spproved. b 
. .e notified of 1 pprovs,| during Dee»mber 1952. I 
5) Bv thot time 1 1 gott 0 fr to the school verr to change to the \ 
str y courses of ot] ~ ‘hool even if such h d been Dp ssible 
GERALD FE, FLAHERTY 
( 
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St. JoHn FisHer Couiece, 
Rochester, N. Y., February 24, 1954. 

following is a statement of James F. Gleason supporting action of H. R 
It represents this veteran’s statement (1) of the time at which he applied 

Public Law 550 educational benefits during the summer of 1952; (2) the rey 

tative that he contacted; (3) pertine if statements r the representative 

late of notification of nonapproval of St. John Fi 

; for not transferring to another school. 

[ applied to the Veterans’ Administration about Aug 

I would know the man if I saw him 

He said that while he had not receiv 

e it would be approved. 

I was notified just before Christmas, 

I continued on at St. John Fisher 


ft ; 
ier 


\ 


‘al, for financial reasons, to trans 


following is a statement of George 
74. It represents this veteran’s statement 
Public Law 550 educational benefits during >» summer 
tative that he contacted; (3) pertinent statements of the 
of notification of nonapproval of St. John Fisher Colle 
ot transferring to another school. 
After my discharge, I arrived home August 20. It mi 
last week in August that I contacted the Veterans’ Administration 
2) Ido not remember the name of the Veterans’ Administration represen 
3) The Veterans’ Administration representative told me that 
impression that St. John Fisher College would be approved 
vas run by an established organization—that it was not a fly-by 
such as the law intended to exclude He said there might | 
hat the college would be approved 
t) It was around Christmas that I was notified of nonappro 
5) I did not transfer because I was in my homet 
board at home, and the problems of transferring, suc 
rchase of other books, the making up of courses, made it impract 
CE 


St. JOHN FrsHer 
Rochester. N. ¥Y.. Feb 


The following is 2, statement of George Robert Hogen support 


H. R. 4474. It represents this veteren’s statement (1) of the 


pplied for Public Lew 550 educations. benefits 
2) the representative that he contacted; (3) pertine 
4 the de,te of notifies tion of no ap} rove of St 
5) his reesons for not trensferring to pnother school 
I first visited the Veterans’ iministretion, Septem! 
Rochester office. 
2) I do not remember exectly the neme of the Veter 
representetive since I contacted the Veterans’ Administretior 
terviewed by more then one men. 
3) I was told thet at the time no New York Stete college 
but that undoubtedly St. John Fisher College would be approved 
| was told that I probe,bly won’t receive my first check until late 
November. 
1) I was notified denial of benefit by letter from the Buffalo offic 
5) After being informed that I was ineligible for GI benefits at St 
College under Publie Lew 550, I did not seek a transfer to 2 , 
was approved because such transfer was impracticel, financl 
vould suffer credit loss for courses already pursued. 
GerorGE Rorert Ho 
Signature of veteran. 
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Sr. Joun Fisuer Couiece, 
Rochester, N. Y., February 24, 1954 
The following is a statement of John E. Lovely supporting action on H,. R 
4474. It represents this veteran’s statement (1) of the time at which he applied 
for Public Law 550 educational benefits during the summer of 1952; (2) the repre- 
sentative that he contacted; (3) pertinent statements of the representatiy; 
(4) the date of notification of nonapproval of St. John Fisher College; and 
his reasons for not transferring to another school. 
(1) I applied at the Veterans’ Administration during the first week in August 
1952. 
(2) I do not remember the name of the representative at the Veterans’ Ad 
ministration. 
(3) He said that at the present time this school is not approved, but it has a 
good chance of being approved. 
(4) I was notified of nonapproval during the first part of December. 
(5) I did not transfer as it was cheaper at home, and I have gone along o1 
assumption that the college would be approved. 
Joun E. Lovety 


— 


Sr. JoHn FisHer Couuece, 
Rochester, N. Y., February 24, 195 
The following is a statement of Robert J. O’Brien supporting action on HH. R 
4474. It represents this veteran’s statement (1) of the time at which he applied 
for Public Law 550 educational benefits during the summer of 1952; (2) th: 
representative that he contacted; (3) pertinent statements of the representative 
(4) the date of notification of nonapproval of St. John Fisher College; and (5) his 
reasons for not transferring to another school. 
(1) I do not remember when I applied to the Veterans’ Administration. It was 
approximately September 24. 
(2) I do not remember the name of the representative. 
(3) He told me that there was a fair chance of St. John Fisher College’s being 
approved. 
(4) Nostatement. 
(5) I continued at St. John Fisher College after being notified of nonapproval 
because it was too difficult and impractical to think of transferring at that time 
Rosert J. O’Brien. 
Signature of Veteran 


St. JoHn FisHer Co.uece, 
Rochester, N. Y., February 24, 1954 

The following is a statement of Bernard W. Pragel supporting action on H. R 
4474. It represents this veteran’s statement (1) of the time at which he applied 
for Public Law 550 educational benefits during the summer of 1952; (2) the 
representative that he contacted; (3) pertinent statements of the representative; 
(4) the date of notification of nonapproval of St. John Fisher College; and (5 
his reasons for not transferring to another school. 

(1) I was discharged from the Army, August 1952. I applied to the Veterans 
Administration sometime between then and the opening of school. 

(2) I do not remember the name of the representative, but I would recogniz 
him. 

(3) I was told the school was not approved but there was no question but that 
it would be approved in the near future because no schools were approved in 
New York State. 

(4) I was notified of nonapprovs! around December 

(5) I did not transfer because of marital problems and the fact that the school 
was better than the one to which I might have transferred. 


BERNARD W. PRAGEL. 
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St. Joun FisHer Couueact 
Rochest vs N ) . F bruary 24, 1 WwW s 
The following is a siatemeui of Richard I’. Smith supporting action on H. R. 
1474. It represents this veteran’s statement (1) of the time at which he applied 
r Publie Law 550 educational benefits during the summer of 1952; (2) the repre- 
ntative that he contacted; (3) pertinent statements of the representative; (4) 
e date of notification of nonapproval of St. John Fisher College; and (5) his 
is for not transferring to another school. 
1) I applied to the Veterans’ Administration just before entering school in 
September 1952. Again in November 1952, I was at the Veterans’ Administration. 
2) At the Veterans’ Administration I saw Mr. Valenti. 
3) I was assured that I would receive my allowance under Public Law 550 
n a few months. 
{round Christmas, 1952, I was informed that I would not receive any 
lowance, 
)) I didn’t go to another school because I would have lost some of my cre 
ie University of Rochester, and I couldn’t afford to go out of town 


RicHarp F,. SMmiru. 


Str. JOHN FisHER CoLueGce, 
Rochester, N. Y., February 24, 1954 
rhe following is a statement of George C. Van Epps supporting action on 
R. 4474. It represents this veteran’s statement (1) of the time at which he 
plied for Public Law 550 educational benefits during the summer of 1952; (2) 
e representative that he contacted; (3) pertinent statements of the representa- 
(4) the date of notification of nonapproval of St. John Fisher College; and 
his reasons for not transferring to another school. 
1) | eontacted the Veterans’ Administration in August 1952——-sometime 
ibout the middle of the month. 
2) I do not remember the name of the representative whom I contacted, but 
| would probably recognize him for he had light gray receding hair. 
3) When the subject of the approval of the college came up, he named some 
the other big schools, for example, the University of Rochester mostly as a 
iatter of reference had not been approved. He said it was simply a matter of 
letail to get around to the approval—that no school had been approved yet. 


He gave strong evidence that Fisher College would be in one of these approved. 
t) IT am vague since it has been so long as to when I received notice that I 
ould not receive my benefits. It was well after the school year began, and I 
id committed myself financially. 
5) I like the college—tuition rates have a lot to do with it. It was impractical 
der the circumstances. 


GrorGcE C. VAN Epps. 


St. JoHn FisHeR COLLEGE, 
Rochester, N. Y., February 24, 1954 

The following is a statement of Donald F. Vetter supporting action on H. R. 
1474. It represents this veteran’s statement (1) of the time at which he applied 
for Publie Law 550 educational benefits during the summer of 1952; (2) the repre- 
sentative that he contacted; (3) pertinent statements of the representative; 
1) the date of notification of nonapproval of St. John Fisher College; and (5) his 
reasons for not transferring to another school. 

1) Ido not remember exactly when I applied to the Veterans’ Administration. 
| think it was approximately around August 15. 

2) Ido not remember the name of the Veterans’ Administration representative. 

3) The Veterans’ Administration representative did not give any definite 
reference to approval or disapproval of the school. 

1) I received notification that the school would not be approved just before 
Christmas, on or about December 15. 

(5) It was too late in the school year to transfer. I had already paid my tuition 
and fees and felt that a change was impractical. 


DonaLp F. VETTER. 
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Sr. JoHN FisHer Couueas, 
Rochester, N. Y., February 24, 19 
The following is a statement of . James F. Voelkl supporting action on H. Rp 
1474. It represents this veteran’s statement (1) of the time at which he apy 
for Public Law 550 educational benefits during the summer of 1952: (2) the r 
sentative that he contacted; (3) pertinent statements of the representative; 
date of notification of nonapproval of St. John Fisher College; and (5) his reasoy 
for not transferring to another school. 
(1) I do not remember the date on which I applied. 


(2) Ido not remember the name of the Veterans’ Administration representa 
(3) This man assured me that St. John Fisher College would be recogniz« 





(4) I was advised that the college was ineligible for benefits just before ( 
mas, 1952, 
(5) To transfer from St. John Fisher College to another college at that 
vould have been hard due to the fact that tuition had been paid, and I felt t} 
paying for another college tuition for that semester was too much. 


JamMEs F. Vor 





VETERANS’ ADMINISTRATION, 
Washington, D. C., July 2, 19 
Hon. Cuauncry W. REeEp. 
Chairman, Committee on the Judiciary, 
House of Re presentatives, Washington, D. C. 

Dear Mr. Reep: This has further reference to your request for a report 
the Veterans’ Administration on H. R. 4474, 83d Congress, a bill for the r 

f Frederick Joseph Buttaccio and others, which provides as follows: 

“That the Secretary of the Treasury be, and he is hereby, authorized a 
directed to pay, out of any oney in the Treasurv not otherwise appropriat 
the following-named students of St. Joh Fisher College, Rochester, N. Y f 
sum of $921.80 each: Frederick Joseph Buttaccio, Robert E. Casey, Donald A 
Coffey, Donald W. Falconio, James F. Gleason, George J. Held, George R. Ho 
John FE. Lovely, Robert J. O’Brien, ~ernard W. Pragel, Richard F. Smith, Georg: 
C. VanEpps, Donald F. Vetter, and James F. Voelki; and the sum of $275 t 
Gerald FE, ial erty. Suchsums represent payment for courses to the said veterat 
eligible for training under the provisions of Public Law 550, 82d Congress, w1 
has been denier under certain regulations promulgated by the Veterans’ 
ministration: Provided, That no part of the amount appropriated in this act 
excess of 10 percent thereof shall be paid or delivered to or received by a 
agent or attorney on account of services rendered in connection with this clai 
and the same shall be unlawful, any contract to the contrary notwithstandi 
Any person violating the provisions of this act shall be deemed guilty of a mis- 
demeanor and upon conviction thereof shall be fined in any sum not exceedi! 
$1,000.”’ 

Veterans’ Administration records indicate that during the months of Augu 
and September 1952, the above-named veterans of honorable service in the 
Armed Forces of the United States submitted applications for education and 
training benefits under title II of the Veterans’ Readjustment Assistance Act of 
ae (Public Law 550, 82d Cong.), for various courses of education and training at 

John Fisher College, Rochester, N. Y. Upon receipt of the applications a 
caileae of the veterans were informed to the effect that no action could be take 
on their applications since the records of the Veterans’ Administration did not show 
that the State approving agency had approved St. John Fisher College for their 
respective courses of education or training under the mentioned act, and that 
upon receipt by the Veterans’ Administration of information regarding approval 
of the school further action would be taken on their applications. Copies of 
these letters were furnished to the St. John Fisher College. 

By letter dated December 23, or December 24, 1952, each of the 15 veterar 
named in the bill, except Mr. Coffey, was informed to the effect that by reason 
of the requirement set forth in section 227 of the Veterans’ Readjustment Assist 
ance Act of 1952 (66 Stat. 667; 38 U. S. 932), the New York State Education 
Department had notified St. John Fisher College that it could not be approved for 
education and training of veterans under that act. At the same time, each of such 
veterans were further informed that if he wished to continue education or training 
at St. John Fisher College, he must do so at his own expense and no allowan 
would be pavable from the Veterans’ Administration. Mr. Coffey, who had 
previously indicated by letter dated October 30, 1952, that he had been apprised 
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status of the school, was informed by Veterans’ Administration letter 
ated January 8, 1953, to the effect that St. John Fisher College would not be 
pproved for purposes of the mentioned act. His representative had previously 
nformed of that fact by letter dated December 11, 1952 
Section 227 of the Veterans’ Readjustment Assistance Act of 1952 and its im- 
nting Veterans’ Administration regulation provide that, with certain excep- 
ns not here pertinent, the Administrator shall not approve the enrollment of an 
sible veteran in any course offered by an educational institution when such 
rse has been in operation for less than 2 years. Section 242 (a) of the act 
66 Stat. 671; 38 U.S. C. 952) provides in pertinent part, that an eligible veteran 
all receive the benefits of title II of the act while enrolled in a course of education 
training offered by an educational institution or training establishment only if 
ourse is approved by the State approving agency for the State where such 
jucational institution or training establishment is situated, or by the Adminis- 
rator, and that approval of courses by State approving agencies shall be in accord- 
ith the provisions of title II and such other regulations and policies as the 
State approving agency may adopt. It appears that Saint John Fisher College 
id been in operation for less than 2 years, and in view of the mandatory provi- 
the statute, no course at that institution could be approved for purposes 
he Veterans’ Readjustment Assistance Act of 1952, by either the New York 
tate Education Department or the Administrator of Veterans’ Affairs. Under 
circumstances it was necessary for the Veterans’ Administration to deny the 
terans’ applications for benefits under the act. 
bill proposes to pay certain sums to the veterans concerned which purport 
present payments “denied under certain regulations promulgated by the 
rans’ Administration.”” As previously indicated, the denial of benefits in 
ese cases was based on the explicit provisions of section 227 of the Veterans’ 
Readjustment Assistance Act of 1952 
Further, it is deemed pertinent to state concerning those sums that had the stat- 
tory requirements for entitlement to education and training allowances under 
he mentioned act been met, which they were not, payment would have been 
ade in accordance with the standards prescribed in the statute. Since there is 
asis under the law for any payments in the cases in questioa, the Veterans’ 
lministration has not undertaken to ascertain whether the ; ‘counts stated in 
ill would have been payable under the prescribed standards. 
circumstances of these cases have been carefully considered and no reason 
parent why they should be singled out for special legislative treatment by the 
ent of amounts representing education and training allowances under con- 
us specifically prohibited by the general law. To grant legislative relief in 
cases would be discriminatory against other veterans whose applications 
lucation and training allowances have been denied under the same or similar 
reumstances, and might form a precedent for similar relief in other eases 
lhe Veterans’ Administration does not believe that private hills of this nature 
hould receive favorable consideration 
\dvice has been received from the Bureau of the Budget that there would be 
no objection to the submission of this report to the committee. 
Sincerely vours, 
H. V. Strruinea, 


icting Administrator 


Feprvary 24, 1954 
Hon. Kenneru B. Keatine, 
Congress of the United States, 
House of Representatives, Washington, D. C. 

Dear Mr. Keattnec: Thank you very much for your letter of February 17, 
1954, in which you outline the results of your appearance before the Subcommittee 
on Claims of the House Committee on the Judiciary in support of H. R. 447 
Once again your generous, enlightened interest in this matter makes it a matter 
of necessity that we repeat our expressions of gratitude. Also, as you report back 
the responsible inquiries of your fellow legislators, one appreciates in an even 
deeper way the privileges of our citizenship in seeing these men ready to give 
fair hearing to any man’s cause yet keeping in mind their responsibilities to protect 
the common weal. 

One point, I think, should be kept clear in all this following discussion, namely, 
that the bill, H. R. 4474 is for the relief of the veterans named not the college. 
It was the veterans who suffered, having paid their tuition and fees. 
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The college’s only role is as a frien’ of these men, presenting the background 


of 
circumstances which led to their difficulties. The untold hours of administratiy; 
time that we have expended has been solely with a view to helping these men j; 


their personal difficulties as we try to do with every other registered student 

I would now like to take up in order each of the points which the honorah\ 
gentlemen of the committee raised. 

1. It is stated that the gentlemen of the committee “feel that the only basis 
upon which they could approve the bill would be if it were conclusively esta} 
lished that each student was misled by the Veterans’ Administration into pursu- 
ing his course at St. John Fisher College and, also, that the college itself was 
misled through representations made by representatives of the Veterans 
Administration.”’ 

Answer: Perhaps I attach too much significance to the word ‘‘misled”’ as used 
here. At any rate, the thought farthest from our mind is to say that anybod) 
from the Veterans’ Administration deceived anyone. To say such would be 
repugnant to us. That there were misunderstandings and uncertainties 
inevitable and thoroughly understandable from a human point of view, becaus: 
of the virtually emergency conditions under which this huge program had to by 
implemented—we do say. 

While pleading the cause of the young men mentioned in the bill it is with rea 
regret that we have to mention any office. At this college we have always found 
the local and regional offices of the Veterans’ Administration courteous, efficient 
helpful. In my personal contacts, other educators of the region have express: 
the same sentiments and I have heard a representative from our own State 
department of education speak likewise. It is our understanding and our per- 
sonal experience confirms this that Veterans’ Administration affairs are conducted 
on a very high level in this region. 

However, we are concerned here with a “unique,”’ an ‘‘emergeney”’ situatio 
It was not a routine matter. What was obscure in the fall semester of 1952 wher 
this situation developed would be routine in the fall semester of 1953. 

It is true that Veterans’ Administration people in this region thought during 
the summer of 1952 that this college would be approved for veterans’ training 
under Public Law 550. Why should this be so? Because they were derelict 
their duty? Because they lacked understanding of their business? Not at all 

A special set of circumstances faced everybody connected with Public Law 55/ 
in the summer of 1952. 

Accordingly, to show that the misunderstanding mentioned above did exist | 
here incorporate a letter from Mr. O. W. Price, chief, vocational rehabilitatio 
and education division, regional office, Buffalo, N. Y. To assume that the pres- 
entation of this letter reflects in any way on the man is, [ think, unfair. T! 
office and its able chief are in good repute. 

The letter follows 


“VETERANS’ ADMINISTRATION REGIONAL OFFICE, 
‘“‘Buffalo, N. Y., September 19, 1952 
“Very Rev. Jonn P. O'Meara, 
“Dean, St. John Fisher College, 
“‘Rochester 18, N. Y. 

“Dear Fatuer O'Meara: This refers to our telephone conversation in regard 
to approval of your school under Public Law 550. 

“While the wording of the law appeared clear, it was my feeling thai th 
lawmakers did not intend to deny accredited schools of higher learning fron 
participating in the program because they had been in existence less than 2 years 
It was my feeling that this provision of the law was to correct certain defects in the 
original GI bill whereby many hundreds of profit schools mushroomed up over- 
night for the sole purpose of taking advantage of the liberal tuition provisions of 
the law, and that the framers of the new Korean GI bill did not intend to see this 
happen again. 

“Tt was for this reason that I desired to secure a ruling from our central offic 
in regard to VA Regulation 12036. I asked the question as to whether this 
regulation would bar a parochial school of higher learning offering degrees i! 
arts and science which had not been in operation for 2 years, and at the same timé 
authorize approval of a parochial high school which had been in operation less 
than 2 years. 

“T also inquired as to whether the ‘public school’ system referred to in VA 
Regulation 12036 (A) (2) meant public schools below college level or whet ier it 
included State colleges 
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We are in receipt of a reply to our inquiry as follows: 

‘RETWX September 11, 1952. Provisions of VAR 12036 (A) (2) apply to 
stitutions which offer elementary or secondary education. Therefore, in the 
ise of a recently established institution of higher learning which is not a public- 
r tax-supported institution, 24 months of continuous operation is required before 

the enrollment of Public Law 550 veterans may be approved in the courses offered 
y such institution.’ 

In view of this decision, the State education department was correct in denying 
approval, and we would be barred from approving any enrollments under Public 
Law 550 

On September 29, 1952, I am scheduled to attend a conference in Washington, 
D. C., of VA, United States Office of Education, and State education department 

representatives, at which time the subject will be discussed 
‘Tf there are any changes in this decision, I will promptly inform you 
\ copy of this communication is being forwarded to Dr. Nyquist for his in- 
formation 
“Very truly yours, 
“O. W. Price, 
“Chief, Vocational Rehabilitation and Education Division.” 


It is clear then that up to a point after which a change was impractical it was 
expected that St. John Fisher College would be approved. 

a) The law was passed late in the session of Congress. 

There was no list of approved schools immediately available. No school, 
not one in this State had been approved by the State education department as 
late as September 5, 1952. Again does this mean that somebody was delinquent? 
Not at all. 

The “emergency,” the ‘‘unique’”’ problem of implementing Public Law 550 
rested heavily on the State department, too, which by terms of the law had to 
reapprove even schools which had trained veterans under Public Law 346. The 
State department of education in this State won the acclaim of educators of this 
area in its efforts to implement this law, in its sacrifices and generosity that vet- 
erans attending school under the law be hurt as little as possible during those 
early difficult days. At a joint meeting of Veterans’ Administration people and 
representatives of institutions of higher learning in this area this fall past, a repre- 
sentative from the Rochester Institute of Technology moved a vote of praise and 


thanks for the work of the State department to which vote we earnestly subscribed. 
Under this peculiar ‘‘pressure’’ situation Veterans’ Administration regula- 
tions which outline daily procedure appeared under date August 8, 1952. Patently 
not much time for consideration was available. 
/) Furthermore, these regulations contained the following: 


Period of operation for approval. 

\) General.—The enrollment of an eligible veteran will not be approved in any 
course Offered by an educational institution, when such a course has been in 
operation for less than 2 years immediatley prior to the date of enrollment, 
except that this provision does not apply: 

(1) 

(2) To courses pursued in institutions which may be considered parochial 
or religious in character, whose credits are acceptable without condition in 
the public-school system in fulfillment of requirements for graduation 

The above is from Veterans’ Administration Regulations: V. R. and E 
Transmittal Sheet 110. 

Little wonder then that it was reasonably construed that this college was 
considered to be covered by the excepting clause. 

(e) This college had already been approved for training veterans under Public 
Law 346 and had in fact a small group of the same under training. 

f) It was established beyond doubt that the college could train under Public 
Law 346 and Public Law 16. Actually, during the 1 vear 1952-53 during which 
veterans under Public Law 550 were not eligible one veteran was trained since 
he qualified under Public Law 16 even though he would have been ineligible 
under Publie Law 550. 

g) I think that it can be fairly said that it was a cause of regret in our State 
department of education that the college was not approved. This is demon- 
strated by the alacrity with which the people of that department moved for our 
approval almost the very moment that the statutory limit expired. At present 
the college does train veterans under Public Law 550, the approval having been 
secured June 11, 1953. 
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The letter of approval follows: 


Tue UNIVERSITY OF THE State OF New York, 
OFFICE OF THE ASSISTANT COMMISSIONER FOR HIGHER EpvUCcATION, 
Tue Strate Epucation DEPARTMENT, 
Albany 1, June 11, 195 
The Very Reverend Joun F. Murpuy, 
President, St. John Fisher College, 
Rochester, N.¥ 


Dear Fatuer Murpuy: You are hereby notified that, effective as of Ju i} 
1953, the courses described on pages 25-70 of your latest catalog, submitted ; 
your application for approval to train veterans under Public Law 550, 82 
Congress, are approved. 

This approval is conditioned upon the continued operation of the colles 
the giving of instruction in conformity with applicable provisions of Pul 
Law 550, 82d Congress, the education law of New York State, and the r 
tions of the commissioner of education 





Faithfully vours, | 
MarGarer KELty, 
Assistant in Higher Educa 0 E . 
(kh) Is it little wonder, then, that Veterans’ Administration people told us at nei 
the college and our students on applying that approval would be forthcoming gral 
especia!ly since it was generally understood that the intent of the provision of activ’ 
law in question was to exclude the so-called fly-by-night institution and not bona ag 
fide institutions of education. We point no accusing finger. We simply suggest 
that wisdom made her home in the grassroots ial 
2. Information relative to the fact that the 15 young men when it was found appr 
that St. John Fisher College did not qualify under the law for the 1 school vear 
(1952-53) did not transfer to another school. O 
(a) It is difficult and frequently disadvantageous for a young person, afte ra 
starting his college work in one institution, to switch to another. Changing col- aros 
leges is not like changing hotels It is not even like changing high schools 
b) The selection of a college in itself calls for some consideration. Pr 
tically all, of not all, colleges and universities in this country require a fair the 


elaborate application procedure and a screening by a committee on admissi 
before a final, formal acceptance is granted. 

(c) Differences in courses as they are set up by various schools often res 
loss of credit when a student transfers in the middle of a program. 

(d) The point might be raised as to where they would have transferred. A 
of these young men were residents of the area. The financial provisior 
Public Law 550 do not give the veteran the same latitude in selecting an out 


town college. For all practical purposes there was only one alternative 
locally, the University of Rochester. This admittedly is one of the finest institu- tat 
tions in the land. However, its well-screened day sessions with only a few days 


of grace left did not offer any practical solution under the circumstances 

(e) Even a transfer at the middle of the vear carries some difficulties. Our 
program, as is not unusual, is set up on a year’s basis. It is only the oceasiona ; 
student who can transfer with satisfaction into it at the middle of the year 
The technical difficulties of mark transfer, the various ending and beginning dates 


of first and second semesters, the relative shortness of college semesters, and th See! 
heavy load of work to be carried in these semesters, ete., all virtually make si met 
transfers practically impossible. Generally speaking, we do not encourage them, 


recommending rather that a student enter the following September. 
f) At any rate, as suggested above, these students had selected this colle: 
They discussed such possibilities of transfer but always, it developed, with a view ord 


to returning to this college the following fall when in fact it became eligible under | 
Public Law 550. That was to compound the difficulties of transferring. 

3. Information relative to the feeling seemingly evidenced by the questioning laid 
of the honorable members of the committee that the college should have terminated gro 
veterans’ tenure or made positive arrangements with them or their parents wher \ 
information was received that they would not be permitted to have the benefits ! 
of Publie Law 550. a 


j 


(a) Relative to this point I think that the college in this connection behaved 
in a manner above reproach. It must be remembered that this is not a bill to 
relieve the college but rather to relieve the 15 veterans. Under Public Law 550 
no direct payments are made to an institution. A ‘training allowance’’ is paid 
to the veteran. In his financial dealings with the college he is in the same positio! 


as every other student. These men paid their tuition and fees expecting to be 
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d. This extra and unexpected financial 
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formation relative to the Veteran Administrat 
While appreciating the viewpoint of an admini 
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Instruction from Veterans’ Admini 
January 1, 1953, was regarded as a 
is had to be faced and reasonably so 
ittal Sheet 92—January 22, 1953 
2054 (A). In recognition of the fact that the larg 
re d by the State ¢ pprovy ing agencies immediately 
550, 82d Congress, made it impossible to com 
authorization of benefits to eligible 
prior to the date of approval actior 
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veterans who commenced 


the Administrator ai 


so as not to denv benefits to veterans during 


nistrative delay. The emergeney period has now ended a 


1, 1953, this change establishes the accepted criteria for 


val.” 

One cannot but agree that undesirable precedents should not be established 
must. be equally insistent that this bill is not an undesirable precedent but 
er an equitable adjustment of a thoroughly tandable difficulty which 
in the midst of a spec ial, emerger uncertain an¢ nrecurring situation for: 


light of 
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In all events the main intent of 


veteran without compromise to principl 
Mr. Stirling’s report indicates that each 
the date of notification of nonapproval 
honorable gentlemen of the comm f 
This measure is well ‘‘titled’’ for 
to which every citizen gives consideration 
iis will remedy in part their problem. The bill 
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is not a special financial award. It is simply the 
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Your fellow legislators, I am sure, will 


Ready at any time to lend a helping 
y and generously championed I wo 
rself and the honorable gentlemen o 


Sincerely, 





<3 CONGRESS t HOUSE OF REPRESENTATIVES Report 
+d Session No. 1483 


DAVID W. WALLACE 


6, 1954.—Committed to the Committee of the Whole House and ordered 
to be printed 


\lr. Lang, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany H. R. 4638] 


The Committee on the Judiciary, to whom was referred the bi!] 
H. R. 4638) for the relief of David W. Wallace, having considered 
the same, report favorably thereon without amendment and recom- 
mend that the bill do pass. 


The purpose of the proposed legislation is to pay David W. Wallace, 
of Merion Manor, Merion, Pa., the sum of $4,419, in settlement of 
his claim for income taxes erroneously collected. 


STATEMENT OF FACTS 


The report of the Treasury Department dated September 25, 1953, 
gives in detail the history of this proposed legislation. However, the 
Treasury Department opposes enactment of the bill on the grounds 
of the statute of limitations only. In view of the fact that the trial 
court entered judgment in favor of Mr. Wallace, and the Court of 
Appeals dismissed the case on procedural grounds merely, it is the 
opinion of this committee that Mr. Wallace should be reimbursed by 
this amount of overpayment. 

Therefore, favorable consideration of the bill is recommended. 


TREASURY DEPARTMENT 
Washington, Se ple mber 25, 1953 
Hon. Coauncrey W. Reep, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D. C. 

My Dear Mr. CnrarrMan: Reference is made to your request for the views of 

Department with respect to H. R. 4638, a bill for the relief of David W. 
llace, which would authorize and direct the Secretary of the Treasury to pay 


42007 
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David W. Wallace a sum of $4,419 in full settlement of all claims of David Wa} 
for income taxes erroneously collected 

It is not apparent from the bill to which taxable year or years it pertains 
the basis for the claim that taxes were erroneously collected. However, it wo 
appear that this bill is similar in intent to 8S. 2516 (80th Cong.) which would } 
provided relief for one David Wallace for overpayment of income tax for th 
able vear 1929 

With respect to the claim of Mr. Wallace for overpayment of tax for that y 
the records of the Department indicate that Mr. Wallace filed suit in 1933 i 
district court of the western district of New York to recover $4,419.30 plus int 
because of an alleged overpayment for the year 1929. This suit was dismissed 
by the district court in an order entered May 13, 1938, after Mr. Wallace had 
failed to appear for a call of the trial calendar on November 7, 1937. Notic« 
this order was served on Mr. Wallace’s attorney and the entry thereof 
matter of public record. However, no further action was taken by Mr. Wa 
with regard to such dismissal order until November 4, 1940, 25 vears later 
his counsel moved to restore the case to the trial calendar. On February 14, 194 
pursuant to this motion, the district court vacated the dismissal order of May 13 
1938. Trial on the merits of the case was therefore had and judgment was ente1 
for David Wallace. See Wallace v. U. S., 50 F. Supp. 178 (1943) 

The Government appealed this judgment on the procedural grounds that t 
reinstatement order of February 14, 1941, was entered by the court in violatior 
of rule 60 (b) which at that time provided that motions for relief from orders 
taken through excusable neglect must be made within a reasonable time but j 
no event exceeding 6 months after such order was taken. On oral argumy 
before the cireuit court it was conceded that unless the February 1941 order was 
valid the taxpayer’s claim was barred by the statute of limitations. The cir 
court found (Wallace v. U. S., 142 F. 2d 240 (CCA-2 1944)) that the 1941 ord 
entering the case to the calendar was in violation of rule 66 (b) because it was 
not made within 6 monihs of the order of dismissal of 1938 

While it seems reasonably clear from the decision of the district court and t} 
opinion of the circuit court that Mr. Wallace did in fact overpay his tax for 
year 1929, it would not seem clear that Mr. Wallace is entitled to private relief 
As pointed out above, it was fully possible under the rules of procedure for Mr 
Wallace to have reinstituted his case on the trial calendar at any time wit 
6 months after the original order of dismissal. No good reason is evident for 
the delay of 2 more years before the attempt to reinstitute proceedings was 
taken, other than an indication in the circuit court decision referred to abov 
that it was excusable neglect on the part of Mr. Wallace’s attorney becaus« 
the press of his duties as State senator. 

It might be noted at this point that the earlier bill referred to, 8. 2516 (80t! 
Cong.), contained, an allegation that Mr. Wallace failed to prosecute his 
properly because he relied upon Government counsel’s consent to defer trial 
pending determination of another suit brought by one Trost, a partner of M1 
Wallace, involving similar issues, which was decided in 1942. However, a 
examination of the transcript of the record filed in the circuit court reveals 
affidavit by one William B. Mahoney, attorney for Mr. Wallace, alleging that 
the agreement was to defer both the action with respect to Mr. Wallace and that 
with respect to Mr. Trost until a decision had been reached by the Board of 
Tax Appeals in a case before that body involving Mr. Trost. This decision was 
promulgated March 9, 1936, long prior to the dismissal of Mr. Wallace’s actior 
and thus would appear to afford no reason for failure to act on the dismissal. 

The decision in Mr. Wallace’s case was reached on procedural grounds which 
were equally applicable to all persons; no reason appears why the adverse decision 
in his case warrants private relief any more than the cases of numerous other 
persons similarly situated. Thus, enactment of the legislation would appear to 
be discriminatory 

Therefore if, in fact, H. R. 4638 refers to Mr. Wallace’s tax liability for the year 
1929, special relief for him under provisions of law not applicable to other persons 
would not appear to be justified. If, on the other hand, H. R. 4638 is concerned 
with taxable years other than 1929, the Department is not aware of any incom 
taxes erroneously collected 

Accordingly, this Department does not favor enactment of H. R. 4638. 

The Director, Bureau of the Budget, has advised the Treasury Department that 
there is no objection to the presentation of this report. 

Very truly yours, 


a 


a 


M. B. Fo.som, 
Acting Secretary of the Treasury 
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STATEMENT OF Davip W. WALLACE 
Ocrosper 3, 1952 
DAVID W. WALLACE v. UNITED STATES 


During the period 1925 through 1937 I was engaged in a copartnership with 
Edward E. Trost. We were engaged in the business of buying and selling and 
trading investment securities, both for our own account and for others, in the 
Liberty Bank Building in Buffalo, N. Y. During 1930 I made a trip to Washing- 
ton to the Internal Revenue Department with my attorney anent our pending 
929 ecopartnership return. I was pleasantly received and given the desired 
formation and came away from the Department enthusiastic about the service 
| had received. In 1931, or thereabouts, an assessment was made on both my 
partner, E. E. Trost, and myself for the sum of $4,400 each, wherein the Depart- 
ment disallowed capital gains return on identical items in each return, the Depart- 
ment contending that we were trading in the securities rather than as we contended 

ng a capital gains. Shortly after we were notified, an agent of the De- 
partment called on us, asked to see me personally, and suggested that he could 
elp us in the matter, with an implication that he should be paid. With con- 
siderable profanity I ushered him out of the office to the elevator. I then in- 
structed the cashier to pay the overassessment in both cases, which he did, stating 
that I had no fear that if we were overassessed we could substantiate it and 1 recover 
ir money. In a few months my cashier was approached by an accountant, 
vhose name was withheld from me for some time, stating that he could help us 
ecover the money if we would let him handle the case on a contingency-fee basis. 
This I was averse to for quite some time, but finally was persuaded by my partner 
and cashier to assent to. Within a short time we were informed that the ac- 
countant’s attorney, Mr. William B. Mahoney, would handle the case for him 
nasmuch as he had exhausted every effort he could. Consultation with Mr. 
Mahoney was had by my partner and my cashier. I had never discussed the 
case with him until 1937, after the partnership had been discontinued. 

Financial embarrassinent came to me with the affliction of three of my children 
with infantile paralysis in the latter part of 1937. It was at this time that I 
rst discussed the case with Mr. Mahoney. He called me on the phone and asked 
me if I would be willing to accept the principal amount in. the settlement of the 
laim and waive the interest. At his suggestion, I rejected the proposal. Some 
time in 1942 it was announced in the local papers that my partner, E. I. Trost, 
iad recovered the amount due him plus interest. Shortly thereafter Mr. Mahoney 
called me and asked me to appear in court the following week in order to testify 

my own behalf in my tax ease. I was rendered a verdict in the district court. 
Later I was informed that the Government had appealed my case. 

| heard nothing further in the matter until I read an editorial which is accom- 
panied by this article in the Buffalo Courier Express, also printed in the Wall 
Street Journal. This was the first time that I had had any inkling of the fact 
that Mr. Mahoney had missed two calendar calls and had had trial of the case 

instated on the grounds of ‘“‘excusable neglect.’’” Mr. Mahoney’s explanation 
of the missing of two calendar calls was that he was in agreement with the Federal 
attorneys that the decision in the Trost case would be abided by and that they 
vould recognize my claim as being identical. The suggestion by the judge in 
case of the enactment of a bill in my favor by Congress brought on con- 
siderable solicitation on the part of attorneys to assist me in presenting the bill 
| decided against this and being completely discouraged in the matter decided 

at my best course was to deduct the principal amount as a loss from my 1944 
income-tax return, which I did. 

I heard nothing further in the matter until late in the summer of 1947 when 
the Department notified me they were disallowing this claim and asked me to 
come to Washington to discuss it. I came to Washington and discussed the 

atter with a lady attorney, whose name escapes me now. She informed me 
that the alleged overassessment was being disallowed and that my recourse was 
to Mr. Mahoney. She then referred me to a Government attorney by the name 
of Mr. Pethick, who substantiated her opinion and asked me to sign a waiver 
extending the 3-year period pending the introduction of a bill in Congress. Mr. 
Pethick advised me at the time that it would be necessary to secure the approval 
of the Collector of Internal Revenue to have the bill passed. Accordingly, I had 
a bill prepared by Mr. Guy Woodward, legislative assistant to Senator Moore, 
of Oklahoma. The bill got up to committee. Mr. Woodward told me to go to 
see Mr. Schoeneman for his approval. Expecting no difficulty, I called on Mr. 


I 
l 
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Schoeneman and was treated very discourteously and he refused to approve ¢| 
bill with no reason. Pending this I also was informed Mr. Peyton Ford hag 
had the bill ealled to his attention. The bill was allowed to die with the expirati 
of Congress. 

After expiration of Congress in 1948, I asked to have the case transferred to th, 
Philadelphia district, where I was employed, in order to avoid traveling to Wash- 
ington. I discussed the case with a Mr. Orpah, suggesting to him that as a prac- 
tical matter if the Department allowed my deduction and I did not press a pil 
the matter could easily be disposed of, and pointed out also that if I did press the 
bill and recovered the money the Government would receive the amount dix 
on the 1944 return. He stated that he was inclined to agree with me but that 
he would have to discuss it with his superiors. Shortly thereafter I received g 
communication from Mr. Charles F. Johnson, whom I believe was in charge of 
the Department in Philadelphia at that time. He told me that he did not agre 
with my suggestions. In conversation with him on the telephone I asked for 
the right to inspect the record of the case and he very discourteously said I co) 
“see the record in court.”’ 

Anticipating the possibility of looking to redress from Mr. Mahoney, on my 
next visit to Buffalo in the early part of 1948, I called him and asked him if ly 
would accept service in the matter At this time he had become Democrati 
county chairman. He informed me that he would. So, I called a friendly lawyer 
and asked him if he would serve Mr. Mahoney with summons in order to prevent 
the tolling of the statute. He agreed, but informed me on my return to Phila- 
delphia that Mr. Mahoney told him he would not accept service. After the 1948 
election I called on Mr. Mahoney in Buffalo and asked him if he would arrang 
to have a bill presented in Congress in order to have the money restored to me and 
he agreed to do it. I waited for reports from him through the entire session of 
Congress until the latter part of 1949 when I tried to get some kind of a report 
of progress from him without any avail. I then demanded some action from hi: 
to avoid the tolling of the statutes, and he wrote me a letter to the effect that he 
would not plead the statute of limitations. 

Being pressed again by the Department in 1950, I employed the firm of Whité 
Williams & Scott to represent me in an appeal from the decision of the Department 
to the Tax Court. In the meanwhile I cast around for an attorney to represent 


me in my suit against Mahoney without success. As many as four attorneys 
refused to take the case. During July 1952, the Tax Court handed down the 
decision rejecting my appeal on the grounds that I had not proven the allegations 
(Note: The judge who heard the case on appeal having died, the opinion was 
rendered by another judge.) After receiving notice of the decision of the Tax 
Court, I called on Senator Ed Martin’s legislative assistant, Mrs. Catherin¢ 
Guyon. Irehearsed my attempts to have the bill put through Congress, and when 
I told her that I called on Mr. Schoeneman she seemed shocked and told me that 
I never should have done that. I wondered then if I had made an improper 
approach unwittingly. 

In an attempt to get Mr. Mahoney to shoulder his share of the responsibility 
I called him on the telephone and told him of what I had learned from Mrs 
Guyon and wondered if that was the reason that he was unable to get anywhere 
with the bill that he was trying to present. He replied, ‘‘They don’t like you i 
the Commissioner’s office,’’ which immediately aroused my suspicions again as 
to what kind of a record | must have with the Department. 

I am therefore asking that the Department of Justice ascertain, if they car 
whether or not I have been reported to the Department unfavorably, and if t 
led to the character of treatment that I have received or not. ! cannot but 
feel that I have been victimized by somebody, and I believe that the Departm« 
of Justice is the place to ascertain this. 

I am rather anxious to come to a conclusion in the matter as quickly as pos 
inasmuch as | lose my right of appeal after October 14. IL understand that 
order to appeal I shall have to put up a bond in the amount of over $3,000, whic! 
is quite embarrassing at this time, and feel that I should invest no more mone\ 
this cause unless there is turpitude 


Davin W. WALLACE 
(Care of Henry B. Warner & Co 
PHILADELPHIA, Pa, 


The above statement dated October 3, 1952, was made to Charles Lyon, As- 
sistant Attorney General of the United States, and is true and correct according 
to my knowledge and belief. 


Davip W. WaLuace 
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CoMMONWEALTH OF PENNSYLVANIA, 
County of Philadelphia, ss 
On this Ist day of May A. D. 1953, before me, the undersigned, a notary public 
and for said county and State personally appeared David W. Wallace and 
wledged to me that the above statement is true and correct to the best 
knowledge and belief 
AL] FREDERICK C 


\lvy commission expires January 6, 1957 


Unirep Sratres Distrricr Court, WrstTerN District or NEw YorK 
Law 1320—A 
David Wallace, Plaintiff V Un ted States of Ame ca, D f 


earances: William B, Mahoney; for plaintiff. George 
Attorney; Robert M. Hitchcock, Assistant United States 
‘-k, Jr., Assistant Attorney General; Andrew D. Sharp a 
D \ssistant to Attorney General; for Defendant 
Kniaut, District Judge. 
Suit is brought to recover $4,419.35 and interest on account 
ent of plaintiff's federal income tax for 1929 
lwo questions are presented for consideration These will be considered in 
they are stated. 1) Whether the court was empowered to restore the cas¢ 
the calendar upon motion of the plaintiff; and (2) whether certain profits 
lerived by the plaintiff from the sale of certain corporate stock was taxable as 
apital net gain or as ordinary income.’’ In the instant case the Commissioner 
taxed such gains as ordinary income. 
On the question of jurisdiction, the defendant overlooks the fact that this case 
vas on the November 1937 calendar of this court, upon notice filed by the plaintiff 
The dismissal then granted on the motion of the District Attorney was 
authorized. It is true that the plaintiff did not ur 
re the case to the calendar. The lapse of time does not affect the plaintiff’s 


ht 


til two years later move to 


On the hearing before this court on the motion to restore, it was my definite 


inderstanding that the District Attorney consented to the restoration on the 
condition that the case be submitted to the court on a stipulation of facts. This 
inderstanding is supported by letters in evidence from the District Attorney to 
laintiff’s attorney. The motion to restore was based both upon affidavit pur- 
porting to show “excusable neglect,’ and upon all the proceedings in the action 

his suit was commenced in 1933, but concededly it was held at least until 
1937 with the consent of counse! for both parties pending the determination of 
a suit in this court brought by one Trost, a partner of this plaintiff, involving 
the questions presented in this case. When the motion to restore was made, the 
Trost case was pending, and, as indicated by the District Attorney’s letter, 
was the view of the court that the stipulation of facts should also be made in the 
Trost case in order that both cases might be considered together Che Trost 
case was not settled until 1942. While it is also true that the order entered on 
the motion to restore recites the opposition of the District Attorney, this recital 
doubtless was made because the stipulation of facts had not been finally agreed 
iIpon 

The stipulation of facts was made and agreed upon the next month after the 
entry of this order. Under the express limitation of Rule 60 (b) of the Federal 
Rules of Civil Procedure, the court had the power to grant the motion to restore 
Vide: Preveden v. Hahn (36 F. Supp. 952 Cavallo v. Aqwillnes, Inc 159 D. J 
Bulletin, 59): Moore’s Federal Practice, vol. 3, sec. 60.01 et seq.; Rule 6 (b) and 
Rule 69 (b) of the Federal Rules of Civil Procedure 

It also appears that both the suit was brought and the order of dismissal granted 
prior to the adoption of the new Federal Rules of Civil Procedure Prior to such 
adoption the court in its diseretion could grant the motion to restore It is not 
seen that New England Furniture & Carpet Co. \ United States (2 F. 8 ipp 648 
has any application. 

We are concerned next with the question of whether profits from the sale of 
certain Marine Midland and Community National Bank stocks held by the 
plaintiff for more than two vears are taxable as capital assets within the meaning 
of section 101 (c) (8) Revenue Act of 1928 or whether they come within the excep- 
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tion in that section which includes ‘‘stock in trade of the taxpayer * * * held }y 
the taxpayer primarily for sale in the course of his trade or business.” Plaintiz 
and Trost were stockbrokers. They dealt considerably with banking institutioy 
Plaintiff testified on his trial that these stocks were purchased and held to shoy 
an interest in these particular banking institutions with which the firm was doing 
business. The plaintiff reported the profits in question as “ordinary gains.” 
The Commissioner has taxed the profits from these stocks as ordin: ary gain 
His decision raises a presumption which must be overcome (Welch v. Helvering 
290 U.S. 111). The exemption provisions in on statute are to be strictly Cor 
strued against the taxpayer (New Colonial Co. v. Helvering, 292 U. 8. 435; Whit 
v. United States, 305 U.S. 281; Deputy v. DuPont, 308 U.S. 488). The languag, 
of the statute granting exemptions is to be strictly construed (Helvering v. Ohio 
Leather Co., decided Noy. 8, 1942; Helvering v. Northwest Steel Mills, 311 U.S. 46 

ana has been defined by the Supreme Court in Flint - Stone Tracy C 

(220 U. S. 107, 171), quoting from Bouvier’s Law Dict. vol. 1, p. 273, as ‘That 
which occupies the time, attention and labor of men for the ee of a liveli- 
hood or profit. ” The word “business” has a wide application (Black’s Lay 
Dict. 158). The question whether the plaintiff was primarily engaged in trac 
or business depends on various factors. Material considerations are the etent 
of the transactions, the variety, continuity, whether substantial or otherwise 
and the time required in attention to it (Kales v. Coreen 101 F. (2d) 35: 
Commissioner v. Boeing, 106 F (2d) 305; cert. denied 308 U. S. 619; Miller y, 
Commissioner, 102 F (2d) 476, and cases there cited). 

It does appear that in each of the years 1927, 1928, and 1929 the plaintiff pur- 
chased and sold numerous stocks of various corporations, and, while the aggregate 
amount of the stocks purchased and sold was large, and while there was consicder- 
able variety, it does not seem that there was such a continuity of purchases or 
that such time could have been expended in connection with these transactions 
as brings such transactions within the meaning of stock held by the taxpayer 
primarily for sale in the course of his trade or business. 

Comparable questions have been considered by the courts and the Board of 
Tax Appeals. Vide: Trost v. Commissioner (34 B. 1. A. 24); Weld v. Commis- 
sioner (31 B. T. A. 600); Raiss v. Commissioner (21 B. T. A. 593); Gilbert \ 
Commissioner (20 B. T. A. 765); and Taylor v. Commissioner (76 F. (2d) 904 
Each of these cases held that the profits from the stocks under consideration were 
not assessable as “capital assets.” It a ee appear that Commissioner \ 
Boeing (106 F. (2d) 305, cert. denied 308 U. S. 619 (cited by the government 
is a holding to the contrary. In that case as in Miller v. Commissioner (102 F 
(2d) 476), and Kales v. Commissioner (101 F. (2d) 35), the facts necessary to 
create status of one engaged in trade or business were stated but it seems thiat 
the instant case and the cases above cited come within the inclusion of facts as 
therein stated. 

The plaintiff is entitled to judgment in the amount of $4,419.35 and interest 

The report of a revenue agent who investigated plaintiff’s transactions was 
received in evidence. It was so received subject to be later considered. It is 
now held that the report is improperly received. It is not binding upon thi 
Commissioner. 

Let Findings be submitted accordingly. 

Joun KNIGHT, 
United States District Judg: 
Aprit 19, 1948. 


Unirep States Circuit Court or APPEALS FOR THE SECOND CIRCUIT 


No. 219—October Term, 1943. 
(Argued February 3, 1944. Decided February 17, 1944.) 


David M. Wallace, Plaintiff-Respondent, v. The United States of America, 
Defendant- Appellant. 


Before: L. Hann, Auaustus N. Hanp and Frank, Circuit Judges. 

Appeal by the United States from a judgment against it entered by the District 
Court for the Western District of York. Reversed. 

WituraM B. Manonry (Buffalo, New York), for plaintiff- respondent. 

SamvureL O. Ciark, JR., Assistant Attorney General, Séewall Key, J. Louis 
Monarch and Paul R. Russell, Special Assistants to the Attorney General (George 
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L. Grobe, United States Attorney and R. Norman Kirchgraber, Assistant United 
States Attorney, of couusel) for defendant-appeliant. 

In 1933 the plaintiff, Wallace, a citizen of the United States, brought this suit 
in the district court to recover $4,419.35 which he alleged had been paid by him to 
the United States under duress, pursuant to an illegal overassessment of income 
tax for the year 1929. 

His counsel noticed the case for trial from 1934 to November 1937. On the call 
of the trial calendar on November 9, 1937, his counsel did not appear, and the trial 
court granted a motion made by the defendant, the United States dismissing the 
suit for want of prosecution; no formal order to that effect, however, was entered 
until May 19, 1988. On November 4, 1940, Wallace’s counsel moved for an order 
restoring the case to the trial calendar, supporting that motion by his affidavit 
which stated that the dismissal had occurred due to his inadvertence because of the 
press of his duties as a State Senator. On February 14, 1941, pursuant to that 
motion, the trial court entered an order, reciting the opposition of government 
counsel, which vacated and set aside the order of May 19, 1938. On August 5, 
1941, the government’s counsel moved to vacate the February 14, 1941 order on 
the ground that it had been entered in violation of F. R. C. P. 60 (b). In opposi- 
tion, Wallace’s counsel filed an affidavit, stating that the government’s counsel 
had consented to the entry of the February 14, 1941 order on condition that 
Wallace would stipulate the facts so that the case could be tried on the merits, 
Wallace would stipulate the facts so that the case could soon be tried on the merits, 
and that, in April 1941, such a stipulation had been made. On September 22, 
1941, the trial court entered an order denying the government’s motion. When 
the case came on for trial on December 16, 1942, the government moved for 
dismissal, on the ground that the trial court lacked jurisdiction, because its order 
of February 14, 1941 (vacating its earlier dismissal order) has been invalid. The 
trial coirt denied this motion, stating, inter alia, in an opinion that the govern- 
ment’s counsel had consented to the order of February 14, 1941; that that order 
recited the opposition of the government’s counsel; but that the recital had been 
made because the stipulation of facts (the condition of the consent) had not yet 
been finally agreed upon; and that that stipulation had been agreed upon and made 
in March 1941. 

The case was then tried, on the merits, without a jury. It terminated in a 
judgment against the United States for $4,419.35, which the trial court found had 
not been lawfully due from Wallace and which he had paid under duress pursuant 
to an erroneous assessment. The case is here on the government’s appeal. The 
government does not here assert that, on the merits, Wallace was not entitled to 
be repaid the amount of the judgment, but bases its appeal solely on the ground of 
the trial court’s alleged lack of power to enter any judgment because of the al- 
leged invalidity of the order of February 14, 1941, vacating the earlier dismissal 
order. On the oral argument here, Wallace conceded that, unless the February 
1941 order was valid, his claim against the United States was passed by the statute 
of limitations, 


FRANK, Circuit Judge: 


This suit, as begun, was within the jurisdiction of the trial court for the United 
States, by the Tucker Act, has given its consent to be sued in the district court for 
such a refund of taxes in an amount not to exceed $10,000. The United States 
in effect concedes that it owed Wallace the amount of the judgment for moneys 
it had obtained from him by duress, and that it would be obliged to repay him 
that sum but for the dismissal of his suit, through the excusable negiect of his 
lawyer, after the statute of limitations had run against the claim. 

There seems to be no dispute that (for reasons we need not discuss) the dismissal 
order was improper under the local rules of the trial court. Even so, that order 
was not void and, if not validly vacated, it terminated the action so that the claim 
could no longer be asserted. The isue, then, is as to the validity of the order of 
February 14, 1941, reinstating the suit. 

1. We are satisfied that the record shows that the trial court entered that order 
on the consent of government’s counsel. If the defendant were a private person, 
that consent would conclude the matter and Wallace’s judgment would be un- 
assailable. But, assuming for the moment that, absent such consent by defen- 
dant’s counsel, the trial court could not properly enter the vacating order (an 
issue we shall consider later), the question arises whether a government counsel 
has implied authority (there being no express authority) by such a consent to 
eliminate the defense of the statute of limitations. We are constrained to answer 
in the negative. The Supreme Court has held inapplicable to suits against the 
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ic 
United States the well-established rule that a defendant, either expressly or | sal 
failure to assert it, may waive that defense. Finn v. United States, 123 U. § 9 7 
227; Munro v. United States, 303 U. 8. 36, 41.1 The rationale of those cases 1940, | 
that statutes by which the United States yields its immunity from suit must }y part 
literally and narrowly construed—has frequently, and recently, been reiterat; tel 

Our own recent experience in a related case, Hammond-Knowlton v. [ 9 

States, 121 F. (2d) 192 (C. C. A. 2) serves to warn us that the Supreme Court with 
no inclination to adopt a more generous attitude.? We there suggested t} fter, 
although taxes notoriously induce grumbling, the reflective citizen pays ther Moor 
cheerfully enough, when they have been lawfully assessed, because he recogn e pl 
such exactions as part of the necessary cost of maintaining a social organizati f the 
without which he could not exist, but that, when the government improper acti 
collects a sum under the guise of a tax and its repayment is concededly a matt ert 
both of justice and legal right, then to block that repayment by a statutory co; m 
struction of an unusually strict character is to provoke criticisms of our gover e | 
ment that are neither desirable nor easy to answer. Our opinion in that cas could 
expressed our distaste for the basic doctrine that a citizen of the United Stat 
cannot assert a claim in any court against his government, without its permissio: proc 
for acts on its part injurious to him and for which, if done by a private person, t to th 
courts would award damages teferring to the history of the immunity of for 
sovereigns from suits to which they do not consent, we agreed with the statem 1 
of Mr. Justice Wilson in Chisholm v. Georgia, 2 Dall. 419, 471-472, that sue! at 
immunity is repugnant to the fundamental conception of a democracy,’ and y pl 


said that we thought that a democratic government ought not to be able to 1 
tain that it has the attributes and prerogatives of a king who “ean do no wro: 





We said further that we felt that, certainly when once the United States has, | and 
statute, given its consent to be sued, that consent should not, through refi: Tl 
distinctions, be so stingily interpreted as to bar a citizen’s just claim.® We cit since 
Supreme Court decisions, however, that precluded our deciding the case tl the 1 
aloes us in favor of the affected citizen, cases which we, as an inferior court Ri 
could not disregard. And the Supreme Court denied review of our decision.’ \ 

Consequently we must here, once more, follow the niggardly rule and deny toa A 
citizen a right to recover money which his government wrongfully obtained fror § 
him and which unjustly enriches it.* — 

2. Since, for the reasons noted, we are obliged to hold that the consent of t! 


government’s counsel to the vacating order was inefficacious, that order cam 
be supported unless it was authorized by F. R. C. P. 60 (b).2 However, th: 
Rule (except as provided in its last sentence, which we shall discuss later) do 
not justify the entry of such an order, unless it be based upon a motion made withi 
six months after the entry of the order which the motion seeks to have the court 
vacate; and here Wallace’s motion of November 4, 1940, was made more than tw 
vears after the dismissal order. Wallace argues that Rule 6 (b) permits 
court, for cause shown to extend that six months’ period ;” he urges that, as that Rutl 
explicitly excepts from its scope only Rule 59 and the period for taking an appea 
it must apply to motions made pursuant to Rule 60 (b). We cannot acre 
Interpretative devices such as erpressio unius exclusio alterius have diminish 
importance today; they must vield to more obvious indications of intentic 
The terms of Rule 60 (b)—‘“‘but in no case exceeding six months’’—are so em- 
See also cases cited in Munro vy. U. S., 89 F. (2d) 614, 616-617 (C, C. A. 2); United States v. Garbut 0 
302 U. S. 528, 534; Tucker v ilerander, 275 U. S. 228, 231-232; United States v. Michel,282 U. 58. 65 
vetzer v. Wood, 109 U.S. 185, was a suit against a Collector, not against the United States 

> See, e.g., Minnesota v. United States, 305 U. S. 382, 388; United States v. Sherwood, 312 U. 8. 584, 58 
590-592; United States v. Nunally Investment Co., 316 U. 8S. 258; United States v. Shaw, 309 U. S. 495, 50 
United States vy. United States Fidelity Co., 309 U. 8. 506, 514; Eastern Transportation Co. v. United Stat 
272 U. 8. 675, 682 

The generous attitude voiced in Moore Ice Cream Co. v. Rose, 289 U. S. 373, turned out to be spasmod 
as appears from the subsequent cases cited in the preceding footnote. 

4 See, e.g., Borchard, Covernment Responsibility ina Tort, 34 Yale L. J. 1, 129, 229; 36 Yale L. J. 1, 757, 
Holdsworth, History of English Law, 11 (3d ed. 1923) 252-256; ITI (3d ed., 1923) 464-466; [LX (1926) 4-6; X (1 
651-654 

5 Cf. Langford vy. United States, 101 U.S. 341, 343; ef. United States v. Lee, 106 U. §. 96, 220. 

6 We remarked that, as “Congress is the legislative branch of a democratic government which doe 
claim to be the equivalent of a desnotic monarch who can do no wrong, its intention * * * might be int 
preted as other than excessively stingy.’ 

7 302 U.S. 707. 

In United States v. Nunally Investment Co., 316 U. 8S. 258, the court, in effect, reaffirmed the doctrine w 
had deplored 

§ We earnestly recommend that Congress amend the statute so that our government will not be exce 
tionally and unfairly favored. 

* The new rules became effective September 16, 1938, and applied to the mothion of November 4, 1% 
pursuant to which the vacating order was entered. 
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tic as to preclude the importation of an exception via Rule 6 (b We reach 
same conclusion as to the effect of Rule 6 
[he issue, then, narrows down to this: Was Wallace’s motion of November 4 
covered by the last sentence of Rule 60 (b), i 
artv from” an ‘“‘order’’? 


(¢ 


e., Was it ‘an action to relieve 
We are in accord with the interpretation of that 
nee in Professor Moore’s admirably clear discussion in his Federal Practice, 
155-3276. Obviously it cannot have been intended that what may be done 
six months, pursuant to the body of Rule 60 (b), may also be done there- 
r, under the exception contained in its last sentence That exception, as 
ore shows from its history, was designed to preserve proceedings which, before 
e promulgation of the new rules, could have been initiated after the ¢ xpiration 
f the term, the new rules having abolished fixed terms If, however, the word 
ction” in the exception refers only to such proceedings as, before the new rules, 
ndependent suits, then the exception includes merely a proceeding to relieve 

m an order procured by ‘extrinsic’ fraud. But 


we agree with Moore that 
Rule’s history indicates that ‘‘action”’ 


was intended also to cover v 
| have been done by a writ of error coram nobis or coram vobis rs ill of 
ew, or a bill in the nature of a bill of review, d 


lespite the fact that any such 
roceeding was, before the new rules, not an independent “‘actior 
he main suit. 


natever 


Mary 


rhe consequence of that interpretation is that pursuant to a motion made or 
yn begun after six months, no relief can be granted under Rule 60 (b) except 
at which would previously have been proper, after the expiration of the term, 
proceedings by way of such ancillary writs or bills or in an independent suit to 
t aside an order for ‘“‘extrinsic’’ fraud.'* The kind of relief Wallace sought here 
ld not, before the Rules, have been accorded him in such ancillary proceedings 
ind he made no charge of fraud. 
The vacating order of February 4, 1941, was therefore wholly 


since it lacked validity, the trial court had nothing before it, and its Ju 


unau orized: 


he merits Was erroneous. 

Reversed. 

\. N. Hanp, C. J., coneurs in result. 
\ true copy, 
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s3p Congress ( HOUSE OF REPRESENTATIVES § REpoRT 
ad Session j ' No. 1484 


KLYCE MOTORS, INC. 


Aprit 6, 1954.—Committed to the Committee of the Whole House and ordered 
to be printed 


—_——S.s 


Mr. Lane, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany H. R. 5185] 


The Committee on the Judiciary, to whom was referred the bill 
(H. R. 5185) for the relief of Klyce Motors, Inc., having considered 
the same, report favorably thereon with amendment and recommend 


that the bill do pass. 

The amendment is as follows: 

Page 1, line 5, strike out the figures ‘‘$116,982.76’’, and insert in 
lieu thereof ‘$38,960”’ 

This proposed legislation was referred to this committee for con- 
sideration, and after hearings and careful study the committee was of 
the opinion that as a matter of equity and justice favorable considera- 
tion is recommended. 

The purpose of the proposed legislation is to compensate Klyce 
Motors, Inc., for financial losses sustained as a result of misrepresen- 
tation of a number of surplus property trucks purchased from the 
War Assets Administration of the United States. General Services 
Administration recommends the enactment of this bill. 

Background of this claim: At approximately the end of or shortly 
after the termination of World War II, the War Assets Administra- 
tion, pursuant, to its regularly established procedures, offered for sale 
in 1945 a total of 160 motor trucks manufactured by the Four-Wheel 
Drive Auto Co. of Madisonville, Wis. These trucks had become 
surplus to the United States and were to be disposed of to an indi- 
vidual bidder or bidders. They were in the literature and brochures 
published by the War Assets Administration re ee nted as “new— 
disassembled and packed for foreign shipment.” A sample FWD 
truck had been assembled and was displayed to prospective pur- 
chasers at the Lordstown Ordnance Depot, Lordstown, Ohio. Ac- 
cording to specifications and representations by the WAA, the remain- 
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ing number were packed in moisture-sealed paper containers and the 
cabs, wheels and certain other accessories were removed pending 
shipment overseas for use during World War II, Of four-wheel 
construction, these vehicles were designed for oversize tires to permit 
the traction of weapons and other accoutrements of war across desert 
sands and other soft terrain. They were generally unsuitable for the 
American market in that they had right-hand drive and an abnormally 
high center of gravity. 

On the basis of the model demonstrated at the Lordstown Depot 
and the written representations of the WAA, the claimant, Klyce 
Motors, of Memphis, Tenn., entered into a contract for the purchase of 
109 of the subject vehicles and deposited with the WAA its initia! 
part payment of $96,800. After obligating themselves for the pur- 
chase of the subject 109 vehicles, the officers of Klyce Motors, prior 
to uncrating and inspection of them, commenced negotiations looking 
toward their disposal on a foreign market. A sale was tentatively 
arranged with a firm in the Republic of Mexico which ordered the 
trucks shipped by rail to Mexico City. The purchase price agreed 
upon between Klyce Motors and its potential customer was the then 
legally permissible cost price plus 5 percent margin of profit at that 
time permitted by the rules and regulations of the Office of Price 
Administration. 

Unfortunately for the claimant, however, an embargo placed on 
the movement of railroad cars from the United States to the Republic 
of Mexico by the Association of American Railroads prevented the 
transshipment of the subject vehicles into Mexico. The prospective 
vendees thereupon ordered the trucks assembled and driven from the 
point of assembly to Mexico City. Agents of Klyce Motors thereupon 
journeyed to Lordstown Ordnance Depot and attempted assembly of 
the trucks. It was at this time that the damage to them was dis- 
covered by the claimant. Presumably as a result of defective packing, 
storing, or other factors, the vehicles suffered considerable and exten- 
sive damage from moisture. The rust of delicate parts and polished 
surfaces necessitated the complete rebuilding in many instances of 
engines, transmissions, and other parts. Similarly, batteries and other 
components had deteriorated as a result of long storage, requiring 
the purchase of new equipment at additional considerable cost to the 
claimant. Had the vehicles been, as represented, in ‘“new’’ condition, 
none of this expense would have been incurred by the claimant. 

Upon learning the actual condition of the trucks, the Mexican pur- 
chaser canceled its order. Claimant thereupon entered into negotia- 
tions with the WAA looking toward the cancellation of the sale be- 
tween WAA and Klyce Motors and the return of the latter’s partial 
payment of $98,800. The WAA refused to rescind the sale and instead 
insisted upon full payment and execution of the contract according to 
its original terms. Shortly thereafter the claimant made an additional 
payment of $207,500 to the WAA for the balance due on the first 109 
trucks at the agreed price of $3,800 each. Several months later claim- 
ant obtained a loan from the Reconstruction Finance Corporation and 
used the funds received therefrom to pay off the balance due on the 
remaining 51 trucks. After complaint by the claimant as to the con- 
dition of the trucks, Government inspectors were dispatched to the 
Lordstown Depot to determine on behalf of the Government the extent 
of the damage represented by claimant. On the basis of their findings, 
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the WAA reduced the price for the remaining 51 trucks from $3,800 to 
$2,374 each, or a reduction of approximately 37% percent. It may be 
noted in passing that had the WAA applied this reduced figure to the 
initial group of 109 trucks, the claimant would have received back from 
the United States the sum of $155,435, or $38,452.24 more than the 
compensation provided in the instant bill. 

After refusal of the WAA to rescind its original contract with the 
claimant then entered into negotiations with the agency in order to 
effect a price adjustment on the initial purchase. In response to 
claimant’s request, WAA proposed an adjustment of 5 percent of the 
purchase price paid presumably on the basis of the 5 percent profit 
limitation figure imposed by OPA regulations. On this basis a refund 
of $20,710 was made to claimant although it was recognized by all 
parties that this amount was a small part of the known and anticipated 
osses suffered by claimant. At this time claimant was not represented 
by counsel and has subsequently shown that the so-called surplus 
property scandals much in the public press during the 1946-47 period 
served to deter claimant from engaging legal counsel that might 
through their conduct prejudice claimant’s interest before the WAA. 
Urged through correspondence and telephone calls, claimant accepted 
the $20,710 payment from WAA, particularly in the light of the 
agency’s representations that should the statute of limitations be 
evoked, claimant would receive nothing in compensation for its losses 
sustained. At the time of acceptance of this payment and acknowl- 
edgment of release, Klyce Motors had not commenced the inspection 
or reconditioning of the remaining 48 trucks and therefore was in no 
position, bad its rights and interests been fully protected, to accept a 
settlement on the basis of the then-known damage. 

‘That such a purported settlement of Klyce Motors’ losses was ex- 
tremely favorable, to say the least, to the Government is indicated 
in a statement of the General Services Administrator directed to the 
chairman in a letter dated November 24, 1953: 

* * * subsequent developments indicate that the amount of the settlement 

was far less than claimant’s actual damages. 
Claimant, pursuant to the request of WAA, submitted to that agency 
photostatic copies of all receipts, invoices and other data establishing 
its losses in specific and most detailed amounts. Originals of these 
sheets were made available for the committee staff’s inspection. 
Despite some evidence of additional losses, the claimant has agreed in 
concert with appropriate Government accounting agencies that its 
losses amounted to the sum of $116,982.76, and accordingly the subject 
bill compensates the claimant in that amount. Messrs. Arnold Klyce 
and Byron Hyde, officers of the claimant company, Klyce Motors, 
have submitted a joint affidavit setting forth in general the facts 
attendant upon the company’s transactions giving rise to this bill. 
A more detailed affidavit by Mr. Hyde, the prime contractor for the 
company, was also submitted. Copies of these affidavits are included 
hereinafter. 

A report was solicited by the committee from the General Services 
Administration together with an opinion upon the merits of H. R. 
5185. The GSA is not opposed to the enactment of this bill and the 
agency has reported to the committee that the equities of the matter 
are in favor of the claimant. The report also states that ‘the record 
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clearly shows that there was a breach of warranty by the Government 
in the transaction ’ In a letter dated October 12, 1953, to the 
Director of the Bureau of the Budget, the Honorable Lindsay ( 

Warren, Comptroller General of the U nited States, took the view that 
there was no way in which the claimant could collect the amount 
claimed by legal action because of the purported release executed by 
the claimant. He also stated that his office had no information as to 
the basis of the additional claim presented. Obviously claimant's 
supporting receipts, invoices and other documents were not trans- 
mitted to the Office of the Comptroller General who relied entirely on 
the legal determination. In a similar communication dated October 
30, 1953, Robert W. Minor, Acting Deputy Attorney General, reported 
to the Director of the Bureau of the Budget that as a matter of law 
claimant was estopped from claiming further damages in view of the 
execution of the purported general release. Mr. Minor stated further 
that: 

The General Accounting Office which subsequently considered the claim, deter- 
mined that there was no basis on which it could authorize payment of any further 
amount in view of the complete release executed by claimant. 

Mr. Minor goes on to state that the General Services Administration 
report discloses that: 

Disregarding the legal position it is a fact that the Government has received 
from the claimant far more than the actual value of the trucks in their true 
condition, 

Although the Assistant Attorney General and the Comptroller 
General recommended against the enactment of H. R. 5185, the GSA, 
having full knowledge of their recommendations and reports saw fit 
to recommend to the committee that the GSA was not opposed to the 
enactment of the subject bill. The fact that GSA, having the benefit 
of information and recommendations from other Government agencies, 
could not agree with their position, is of great significance to the com- 
mittee. As primary recipient and custodian of all of the basic evi- 
dence relating to this matter, including appropriate bills of sale, re- 
ceipted bills, exhibits and all other pertinent data available to the 
Government, the General Services Administration is in a far better 
position to recognize the equities involved and make recommenda- 
tions as to rectification of an error perpetrated upon a private individ- 
ual by an agency of the United States. The committee finds no 
scintilla of evidence showing that the claimant was in any form at 
fault regarding the conceded misrepresentation on the part of the 
WAA. Nor had claimant any means of knowing that the goods 
represented as ‘“‘new”’ by the WAA were in fact in the condition now 
admitted by the Government. The legal technicality of claimant's 
having, under some degree of stress and coercion, signed a purported 
release to the Government should not be used by an agency of the 
United States as a peg upon which to hang a hat of inequity. The 
purpose of private legislation of this type is to rectify inequities 
otherwise beyond the purview of legal remedy. Accordingly, the 
committee after much discussion reduced the amount to one-third 
of the original amount as set forth in the bill, and recommend the 
enactment as amended. 
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GENERAL Services ADMINISTRATION, 
Washington, November 24. 1958. 


Hon. CHauncEy W. REED, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington 25, D. C. 

Dear Mr. Reep: This refers to your letter of May 15, 1953, which requested 
that this Administration furnish a report together with an opinion upon the merits 
of I 

1 


{. R. 5185, a bill for the relief of Klyce Motors, Ine. 

‘his proposed legislation would provide for the Secretary of the Treasury to 
pay, out of any money in the Treasury not otherwise appropriated, the sum of 
$116,982.76 to Klyce Motors, Inc., of Memphis, Tenn., in full settlement of all 
claims against the United States for losses sustained under War Assets Adminis- 
tration sales document No. 262845 in connection with the purchase of 109 trucks, 
lated May 25, 1946. 

The proposed bill further provides that no part of the amount appropriated 
in excess of 10 percentum hereof shall be paid or delivered to or received by any 
agent or attorney on account of services rendered in connection with this claim, 
and the same shall be unlawful, any contract to the contrary notwithstanding 
and imposes a penalty of $1,000 upon any person violating its provisions 

Under the terms of the sales document, Klyce Motors, Inc., agreed to purchase 
109 FWD trucks located at Lordstown Ordnance Depot, Warren, Ohio, at the 
price of $3,800 each, or a total of $414,200. This amount was paid in full, but 
jue to the deteriorated condition of the trucks, which had been described as new, 
Klvyece Motors, Inc., requested a 5 percent adjustment of the purchase price by 
War Assets Administration. 

Since the description of the property was warranted and inspectors of the War 
Assets Administration determined that the actual condition of the trucks did not 
conform to the warranty, War Assets Administration refunded the sum of $20,710, 
which amount was accepted by Klyce Motors, Inc., in full and final settlement 
of any and all claims arising out of the transaction. 

Klvyee Motors, Inc., executed a complete release in favor of the United States 
in connection with the transaction. The General Accounting Office subsequently 
considered the claim which is the subject of the proposed bill and determined 
there was no basis on which that office could authorize payment of any further 
amount in view of the complete release executed by the claimant. However 
the General Accounting Office did not go into the merits of the claim. 

\s a matter of law it is apparent that the claimant, through execution of the 
general release, is estopped from claiming further damages as a result of the 
transaction. 

Nevertheless, the record clearly shows that there was a breach of warranty by 
the Government in the transaction and that the $20,710 price adjustment accepted 
by the claimant in settlement of damages for such breach was an extremely 
reasonable settlement from the Government’s viewpoint While there is evidence 
to indicate that said amount approximated claimant’s best estimate of the amount 
of his damages at the time the settlement was made, subsequent developments 
indicate that the amount of the settlement was far less than claimant’s actual 
damages. 

Except for the claimant’s injudicious action in executing a final release it 
appears that the equities of the matter are in its favor. Disregarding the legal 
position it is a fact that the Government has received from the claimant far more 
than the actual value of the trucks in their true condition 

The General Services Administration, therefore, is not opposed to the enactment 
of H. R. 5185. 

There is enclosed herewith copies of letters addressed to the Bureau of the 
Budget, one dated October 12, 1953 from the Comptroller General of the United 
States, and one dated October 30, 1953 from the Acting Deputy Attorney General, 
concerning H. R. 5185. 

The Bureau of the Budget has advised us that although there is no objection 
to our presentation of the foregoing report, the Bureau of the Budget concurs in 
the views of the Comptroller General and the Department of Justice as expressed 
in their letters of October 12 and 30, copies attached, that this bill should not be 
enacted for the reasons indicated therein. 

Sincerely yours, 
EpmMunD F. MANSsURE, 
Administrator. 
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COMPTROLLER GENERAL OF THE UNITED STATEs, 
Washington 25, October 12, 1953 
Tue Director, BurREAU OF THE BUDGET. 

My Dear Mr. Donce: Reference is made to a communication dated Septembe, 
11, 1953, with enclosure, from the Assistant Director, Legislative Reference. of 
your Bureau, requesting an expression of my views on H. R. 5185, 83d Congress 
entitled ‘A bill for the relief of Klyce Motors, Inc.” The bill ree ids in pertinent 
part,fas follows: 

“* * * That the Secretary of the Treasury be, and he is hereby, authorized 
and directed to pay, out of any money in the Treasury not otherwise appropriated 
the sum of $116,982.76, to Klyce Motors, Incorporated, of Memphis, Tennesse, 
in full settlement of all claims against the United States for losses sustained under 
War Assets Administration sales document numbered 262845 in connection with 
the purchase of one hundred and nine trucks, dated May 25, 1946: * * *” 

Under War Assets Administration Sales Document No. 262845, dated May 25 
1946, Klyce Motors, Inec., purchased 109 F. W. D. trucks, represented to be 
new, disassembled, and boxed for export, and therefor could not be inspected 
When the trucks were uncrated for assembly it was discovered that certain part 
were damaged due to rust necessitating repainting or replacement. That fact 
was confirmed by inspection personnel of the disposal agency at which time t 
purchaser notified the administrative office of its intention to later file a claim for 
the additional costs incurred because of the damaged condition of some of thy 
truck parts. 

Thereafter, by letter of April 17, 1947, Klyce Motors, Inc., advised the War 
Assets Administration that a refund of 5 percent of the purchase price, or $20,71( 
would be eminently fair and that such adjustment would be accepted as sat 
factory. Upon examination of the claimant’s costs records, after the assemblies 
were completed, the War Assets Administration concluded that the requested 
adjustment in the contract price was fair and reasonable, and by refund voucher 
dated August 8, 1947, the sum of $20,710 was repaid to Klyce Motors, Ine., and 
a release executed by the corporation absolved the Government from any futur 
claims arising out of the transaction. 

More than 4 years later there was received by the General Accounting Office a 
letter dated January 23, 1952, from the law firm of Roberts & MelInnis, Wasb- 
ington, D. C., presenting a claim for the additional sum of $156,917.59, alleged 
to be due its client, Klyce Motors, Inc. By Claims Division settlement of this 
Office dated February 4, 1953, the claim was disallowed on the basis of the re- 
ferred-to unconditional release previously executed by the purchaser upon settle- 
ment of its original claim. No appeal from such action has been filed here by tix 
corporation or its attorneys. 

The attorney’s letter of January 23, 1952, alleges that at the time the 5 percen 
adjustment was made the purchaser had not been able to make adequate tests to 
establish the exact condition of the lot, and that it was pressed into an unsatis- 
factory settlement by the War Assets: Administration. It is difficult to reconcile 
that allegs ation with the known facts in the case since the record establishes that 
the prior adjustment was predicated solely upon an amount fixed by the claima: 
in its negotiation with the disposal officers of the administration and which was 
later accepted by the parties as fair and reasonable. In the last paragraph of the 
letter of April 17, 1947, the corporation stated: 

“By sticking with our original contention for 5 percent, we will make a re- 
covery satisfactory to ourselves, * * *. 

This Office has no information as to the basis of the additional claim for 
$156,917.59 presented here, nor the sum of $116,982.76, stipulated in the proposed 
relief bill, except the attorney’s statement that numerous breakdowns were 
experienced after the trucks were driven away from Lordstown Ordnance Depot 
necessitating further repairs and resulting in additional delivery costs. It is 
suggested that such difficulties arose as a result of defective parts; however, it is 
not unreasonable to assume that some or a substantial part of the breakdowns 
were due to improper assembly or other causes not chargeable to the Government. 

Clearly, in view of the final release executed by the corporation, there is no 
legal liability on the part of the Government to pay any part of the amount 
claimed. Furthermore, because of the substantial doubt existing as to the 
responsibility for the reported mechanical failures of the trucks, and the uncer- 
tainty of the costs involved, it is not believed that Klyce Motors, Inc., is entitled 
to any legislative relief. 

Accordingly, I strongly recommend against enactment of the bill. 

Sincerely yours, 


Linpsay C. WARREN, 
Comptroller General of the United States. 
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OcToBER 30, 1953. 
Hon. JospepH M. Dopap, 
Director, Bureau of the Budget, 
Washington, D. C. 


Dear Mr. Donae: This is in response to your request for the views of the 
Department of Justice concerning the report proposed to be submitted by the 
General Services Administration relative to the bill (H. R. 5185) for the relief 
of Klyee Metors, Inc. 

The bill would provide for payment of the sum of $116,982.76 to Klyce Motors, 
Inc., Memphis, Tenn., in full settlement of all claims against the United States 
for losses Sustained in connection with the purchase from the War Assets Admin- 
istration of 109 trucks, 

From the proposed report of the General Services Administration, it appears that 
claimant purchased 109 trucks at a price of $3,800 each or a total of $414,200. 
This amount was paid in full, but because of the deteriorated condition of the 
trucks, which had been described as new, claimant requested a 5 percent adjust- 

of the purchase price by War Assets Administration. As the description 

e property was warranted and inspectors of the War Assets Administration 

termined that the actual condition of the trucks did not conform with the war- 

, that agency refunded the sum of $20,710, which amount was accepted by 

mant in full and final settlement of any and all claims arising out of the 
saction. 

It further appears that claimant executed a complete release in favor of the 

ed States in connection with the transaction, and the General Accounting 
Office which subsequently considered the claim, determined that there was no 
basis on which it could authorize payment of any further amount in view of the 
eomplete release executed by claimant. The General Services Administration 
report concedes that as a matter of law claimant is estopped from claiming further 
ages in view of the execution of the general release. It states, however, that 
egarding the legal position, it is a fact that the Government has received from 
the claimant far more than the actual value of the trucks in their true condition. 
The General Services Administration states, therefore, that it is not opposed to 
enactment of the bill. 

rhe settlement in the case was, it appears from the proposed report of the 
General Services Administration, freely made in good faith by both parties with 

taint of misrepresentation or duress of any kind whatsoever. It is obvious, 

f course, that many settlements represent an acceptance by at least one of the 
parties of a result less favorable to him than that to which he believed he was 
entitled. The allowance of claims of the kind here presented, after a solemn 
settlement of the controversy, would result in vitiating agreements with the 
Government generally. Furthermore, it would establish a precedent for the 
granting of numerous claims, despite settlements previously made, and the paying 
of enormous sums by the United States because of the mistakes made by the 
claimants. 

\ccordingly, the Department of Justice recommends that the enactment of 
the bill be opposed. 

Sincerely, 


} 
ligy 


RoBERT W. MINOR, 
Acting Deputy Attorney General. 


AFFIDAVIT OF ARNOLD Kiyce AND Byron Hype 


District oF COLUMBIA, 88: 


Personally appeared before me, Vera B. Hopkins, a notary public in and for 
the District of Columbia, Arnold Klyce and Byron Hyde, of full age and majority, 
who after being duly sworn, did depose and say: 

That subsequent to World War II they did engage and enter into a joint venture 
for the purchase of surplus property from the War Assets Administration of the 
United States. In pursuit of this venture they agreed to purchase and did in fact 
purchase and pay for 109 FWD trucks from the War Assets Administration; 
and subsequently 51 additional FWD trucks. That the said trucks were located 
at the Lordstown Ordnance Depot and were represented as new, disassembled, 
and boxed for export by the War Assets Administration; that these trucks were in 
fact severely damaged and that affiants were required to set forth substantial 
sums of money in order to repair and place them in serviceable and saleable con- 
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dition. That as a result of the substantial misrepresentation of the said trucks 
by the War Assets Administration, affiants lost and were damaged to the extent 
of $137,692.76, which loss has not been repaid nor recouped otherwise exeept as 
hereinafter stated. Had the said trucks been as represented, affiants would not 
have suffered the loss aforenoted. 

That the regional office of the War Assets Administration in Cincinnati, Ohio, 
adjusted the purchase price by 5 percent or $20,710 which affiants aver represents 
an arbitrary reduction not related to the full damage sustained by them as 
result of these transactions; and that although a release was executed by affiants. 
subsequent inspection revealed additional damage which was acknowledged by 
major price reductions on identical units; that without avail affiants hay. 
attempted to pursue their remedies against the United States before various 
agencies and departments which have refused to approve the claim because of the 
technical release executed on incomplete representation and adjustment of 
warranty, and accordingly a special private bill before the Congress is at this tim 
the most effective method of affiants being made whole. 

That affiants are informed and believe that the General Services Administration 
of the United States has concluded that the description of the property, i. e. the 
said trucks, was warranted and inspectors of the War Assets Administratio; 
determined that the actual condition of the trucks did not conform to the war 
ranty; and that the record clearly shows there was a breach of warranty by the 
Government. That the General Services Administration is not objecting to the 
specific private bill designed to compensate affiants for the losses sustained in this 
transaction. That the affiants are informed and believe that neither the De- 
partment of Justice nor the Comptroller General of the United States has inter- 
posed any equitable objection to the payment of just and proper relief to them 
on adequate showing of losses sustained 

That as aforementioned, according to their accounting affiants have suffered 
injury to the extent of $137,692.76 which loss is reflected in repair parts and labor 
costs and loss of sales of unsalable equipment, all shown by documents of proof 
of loss filed with the War Assets Administration, and that the sum of $116,982.76 
has been taken cognizance of by appropriate accountants for the United States as 
direct costs and losses remaining unpaid. We, Arnold Klyce and Byron Hyde do 
solemnly swear this 9th day of January 1954, that the foregoing is a true and 
correct statement. 

ARNOLD Ktyci 
Byron H. Hyp: 


Sworn and subscribed before me this 9th day of January 1954. 


[SEAL] Vera B. Hopkins, 


Notary Public. 
My commission expires October 14, 1956. 


STATE OF GEORGIA, 
County of Muscogee, ss 


AFFIDAVIT OF Byron Hype 


The purpose of this affidavit is to furnish additional information for the use 
of the House Committee on the Judiciary and any other congressional committees 
concerning specific details, generally in chronological order, relating to the pur- 
chase by affiant and his partner, Arnold Klyce, doing business as Klyce Motors 
of 160 war surplus trucks acquired from the War Assets Administration of the 
United States shortly after the termination of World War II. Affiant was the 
prime negotiator on behalf of Klyce Motors, and accordingly is in the possession 
of more detailed and specified information than any other person or persons 
concerned, and is in better position to assist the Congress in furnishing data 
relating to the subject transactions and H. R. 5185, a bill for the relief of Klyce 
Motors. Affiant states that the relief set forth in the bill is solely in compensation 
of losses sustained by Klyce Motors as a result of misrepresentation on the part 
of the War Assets Administration. 

The War Assets Administration offered for sale in 1945 a total of 160 motor 
trucks manufactured by the Four-Wheel Drive Auto Co. of Madisonville, Wis. 
These vehicles were listed in WAA advertisements and brochures as ‘“‘New 
Packed for Export,’”’ and were manufactured to British specifications, having 
been intended primarily for the towing of military weapons in desert areas. 
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had characteristics and features which made them generally unsuitable for 
the American market, including right-hand drive and an extremely high 
er of gravity. These were four-wheel trucks on which were mounted greatly 
rsize tires in order to facilitate movement of the vehicle through sand. Exhibit 
\ attached hereto is a photograph of one of the FWD trucks after reconditioning, 
iinting and the replacement of defective parts by Klyce Motors, at considerable 
nse and subsequent loss. 
\ffiant had achieved a degree of familiarity with the use and operation of 
FWD trucks of this type, inasmuch as he was operations officer, United States 
\rmy, Headquarters Alaska Highway, during the year 1943, and 250 identical 
FWD trucks were under his operational control and filling an urgent demand 
for such vehicles on the Alaska Highway; affiant thereot shows that he is well 
acquainted with the capabilities and at the same time the limitations of the 
FWD trucks. 

Chis knowledge and experience served to induce affiant to consider purchase 
of the entire lot of trucks offered by War Assets Administration, although more 
experienced automobile and truck brokers and dealers declined to purchase them. 

The War Assets Administration assembled at some time previous to the offer 
of sale one FWD truck which was demonstrated prior to the sale at a building in 
he Lordstown Ordnance Depot, Lordstown, Ohio. On the basis of his inspee- 

n of the assembled sample and the official written representation of the WAA 
at the remaining trucks were ‘‘New—Packed for Export,” affiant engaged to 
irchase them from the United States. 

\ffiant commenced negotiations relating to the same and disposal of these 
trucks for his purchase price plus the legally authorized 5 percent wholesale 
profit margin permitted at that time by the Office of Price Administration. 
Mutually satisfactory negotiations were tentatively concluded with a firm in the 
Republie of Mexico which ordered the trucks shipped by rail to Mexico D. F, 

\ffiant was, however, unable to comply with the shipping instructions of the 
prospective vendee as a result of an embargo placed on the movement of railroad 
cars from the United States to the Republic of Mexico by the Association of 
\merican Railroads. The prospective Mexican vendees then ordered the trucks 
assembled and driven from the point of assembly to Mexico. As a result of an 
attempt to assemble the vehicles, the damage to them was first discovered. Asa 
result of defective packing, storage or other factors unknown to and without 
the control of affiant, the FWD trucks purchased by him were in considerably 
deteriorated condition. Engines, transmissions, batteries and other essential 
elements were damaged beyond repair and necessitated replacement at consider- 
able expense, or abandonment of the vehicles. 

When the damage was discovered, the Mexican purchaser canceled its order 
and affiant accordingly requested the War Assets Administration for a cancella- 
tion of the sale to affiant including the refund of his partial payment to WAA of 
$98,800. In making such requests for recision of the sales contract with WAA, 
affiant traveled to the Cincinnati regional office of the War Assets Administration 
and, in a personal appearance, requested such relief. The WAA declined to 
cancel the sale or refund the partial payment 

\ffiant then requested an adjustment of the sales price to which WAA gave 

lication of agreement. Official Government inspectors were assigned to observe 
the assembly of the subject trucks within the Lordstown Ordnance Depot by 
personnel employed and paid by affiant (see exhibits B, C, and D 

With reference to exhibit C, affiant shows that the oral discussions referred to 
therein relate to the arbitrary establishment by WAA of a fixed 5 percent of the 
purchase price as the maximum amount of adjustment that would be entertained. 
\ffiant, who was not at that time represented by counsel, avers that to his knowl- 
edge and belief this figure is in some manner related to the maximum OPA whole- 
sale profit figure of 5 percent, although affiant has no knowledge of the direct 
relationship between the two. As further shown in exhibit E, affiant was required 
to submit exact invoices for labor and materials for each truck by serial number 
Such invoices were duly submitted by photostatic copies to the War Assets 
Administration; additional copies are presently on hand and available for the 
committee’s inspection should it so desire. 

Prior to completion and assembly of the initial purchase of 109 trucks by affiant, 
which number had been sold to the Mexican firm, affiant made an additional 
payment of $207,500 on October 6, 1946. This completed payment according to 
the coatract with WAA of the 109 trucks at the agreed price of $3,800 each. In 
February 1947, a loan was obtained from the Reconstruction Finance Corporation 
and the remaining 51 trucks were paid for. However, as a result of the informa- 
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tion as to the condition of the trucks obtained by Government insp ctors obs 
the assembly of 83 of the previously purchased vehicles, the WAA reduced ¢] 
price of the remaining 51 trucks from $3,800 to $2,374 each, or an adjustment of 


approximately 374 percent, despite the fact that WAA had arbitrarily fixed 
limit of 5 percent adjustment on the 109 trucks prior to their detailed inspectio: 
by Government officials. Affiant shows that had this adjustment been applied 
equitably to the initial purchase of 109 trucks, he would have been entitled ¢ 
a refund of $155,434 on the basis of 109 vehicles. The present bill, H. R. 5185 
represents a saving to the United States of $38,452.24. 

Affiant was reluctant to submit a claim based on an arbitrary recovery limitatio 
as represented by the WAA of only $20,710, knowing full well that this an 
was only a fractlon of the known and anticipated losses suffered by affiant 
However, as a result of the urging through letters and telephone calls from th 
WAA and the implied loss of any recovery through a tolling of the statute of 
limitations, affiant did in fact submit his claim April 16, 1947 (see exhibits D, ] 
F, and G relating thereto). 

It should be noted from exhibit G, the letter of transmittal accompanying t 
claimed documents, that invoices for repairs exceeded the amount of the clain 
Affiant also shows that 48 of the trucks had not been reconditioned at that tin 
and that final costs could therefore not have been known either by the Govern- 
ment or by affiant. One of the conditions for consideration of a claim established 
by WAA required the submission of invoices for each repair showing serial number 
of the truck repaired (see exhibit E). Such document supports affiant’s showing 
that the injury suffered by him was not at that time completed and that had h 
been advised by counsel and not hastened by WAA, he should not have filed any 
claim until all costs had been adequately determined. 

In a desperate effort to recover any amount from the Government as a result of 
his losses prior to the tolling of the statute of limitations, affiant submitted his 
claim and in a four-page communication (exhibit H) conceded that a settlement at 
the figure arbitrarily established by WAA was eminently satisfactory from t] 
Government’s position. That such a settlement was of tremendous advantag 
to the Government is further substantiated by the letter of the Administrator of 
General Services Administration directed to the Honorable Chauncey W. Reed 
Chairman of the House Committee on the Judiciary, November 24, 1953, 
which affiant finds the statement: 

“* * * subsequent developments indicate that the amount of the settlement 
was far less than claimant’s actual damages.”’ 

\ffiant is now fully cognizant of his own dereliction in failing to employ couns« 
in his negotiations with the War Assets Administration. During the period 
1946-47, however, considerable unfavorable publicity in connection with 1 
representation of clients before the WAA induced affiant to pursue a policy 
direct dealings with WAA in order to avoid any possible consequences of acts 
which might be subject to censure and later prejudice affiant’s representations 
and negotiations with the agency. In this connection, affiant shows he received 
a call November 27, 1946, from one Col. G. W. Lester of the Office of the Inspector 
General in Washington asking for detailed information regarding any possibl 
representation affiant might have emploved in his dealings with WAA. Further 
on September 26, 1947, affiant received a ‘‘Personal and Confidential” letter from 
the Appliance and Enforcement Division of the WAA in Washington requesting 
that affiant reply as to whether or not he had employed counsel in the handling 
of the subject claim (see exhibits I and J). 

Affiant shows further that as a result at that time of his lack of knowledge of 
claim procedure before the WAA, he suffered a loss as a result of the purchase of 
three trucks pursuant to sales document No. 257421, although a competitor of 
affiant recovered the sum of $800 for an identical loss suffered through the pur- 
chase of one similar truck. Affiant was precluded from any recovery by the 
tolling of the statute of limitations, an element of legalistic information which 
affiant and his partner, who are not lawyers, had no knowledge (see exchibits K 
to Q exclusive). 

Having totaled his losses as a result of the aforementioned transactions involving 
the FWD trucks, affiant submitted a claim for $156,917.59, which claim did in 
fact include a loss of anticipated profits to the affiant. Such claim was denied 
on the basis of either a lack of statutory authority by appropriate agencies to 
compensate affiant for his losses, or through the legalistic theory that affiant had 
unknowingly signed away through acceptance of the Twenty Thousand Seven 
Hundred Dollar ($20,700) sum any further rights that he might have to compensate 
for his losses. 
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lingly, affiant shows that the most speedy and effective relief to be ac- 
d to him is through a private bill passed by the Congress. Such a bill is 
tly before the Congress, and this affidavit, as aforementioned, is submitted 
ipport of the passage thereof. Certain costs incurred by affiant in connection 
the reconditioning and subsequent disposal of the subject FWD trucks have 
een included within the perview of H. R. 5185, whose total figure is 
$116,982.76. Affiant shows in conclusion that all the aforementioned losses sus- 
tained by him resulted solely from the misrepresentation by the War Assets 
\dministration as to the condition of the subject trucks, including the demonstra- 
nm of one assembled and properly functioning model and the material repre- 
ntation that the balance thereof were ‘‘New—Packed for Export’’; and further 
that any and all losses sustained by affiant, Arnold Klyce and/or Klyce Motors, 
resulted in no way from the misconduct or lack of judgment on the part of any 
f them. 
By RON H YDE 


Personally came and appeared before me Elizabeth L. Holt, a notary public 

and for the County of Muscogee, State of Georgia, Byron Hyde, of full age 
majority, who after being sworn deposes and says that the foregoing statement 

nsisting of six pages is his statement and is true and correct. 

SEAL] EvizaBetu L. Ho ut, 

Notary Public. 

My commission expires March 31, 1957. 


War Assets CorporaTION, ATLANTA, GA. 
NATIONWIDE PrRoGRAM—Heavy Duty Trucks 


CE TO FEDERAL AGENCIES, STATE AND LOCAL GOVERNMENTS, VETERANS 
CERTIFIED BY THE SMALLER WAR PLANTS CORPORATION AND DEALERS 


Sale of 2,768 new heavy duty trucks consisting of 5- and 6-ton prime movers 
| 10-ton cargoes. See reverse side for detailed description, and location. 
Inspection: Monday through Friday 10 a. m. to 3 p. m., beginning February 11 
ind ending March 1, 1946. One truck of each model at each location has been 

rated and assembled for inspection. 

Orders should be submitted to the Motor Vehicles Section, Consumer Goods 
Division, War Assets Corporation, 699 Ponce de Leon Avenue NE, Atlanta, Ga. 

| orders must be postmarked not later than midnight March 22, 1946. Orders 

ould be submitted as soon as possible as preference may be given according to 
the date received. The orders will be transmitted to the central office for alloca- 
tion. Buyers will be notified by the regional office upon receipt of information 
from the central office. 

\ll sales are subject to sales conditions, War Assets Corporation, Consumer 
Goods Division, qualified to the extent that sales are f. 0. b. point of shipment. 
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STATEMENT OF Loss, 109 FWD Trucks PurRCcHAsSED rrom WAA At 
4 
Cost of trucks, WAA $414, 200. 09 
Cost of parts, FWD Co., Madisonville, Wis 6, O65. 0 
Medford & Smith, Warren, Ohio, parts and assembly 32, 672. 0 
Galion Steel Products Co., Galion, Ohio, parts and assembly - - 11, 389, 29 
Youngstown White Co., Youngstown, Ohio, parts and assembly--_- 4, 870 
Klyce Motors, Memphis, Tenn., parts and assembly 5, 096 
Storage, White Motor Co., Warren, Ohio 6, 200. on 
Administrative, sales and travelling expenses 125, 000. 0 
Transportation of trucks to Laredo, Tex 10, 200. 00 
Cost of goods sold 515, 692. 76 
50 trucks sold to Argentina at $4,200 210, 000. 0 Re 
4 trucks sold to Memphis Stone & Gravel at $4,400 17. 600. 00 
1 truck sold to C. P. Myers, Detroit, Mich 4, 500. 00 K\ 
1 truck sold to Harford Bros., Youngstown, Ohio 4, 500. 00 
53 trucks sold to Bola de Nieve, Mexico City, D. R.: 
20 at $3,800.00 ; 76, 000. 00 ( 
31 at $2,109.67 65, 400. 0 
a Wi 
Received for goods sold i 378, 000. 0 let 
Claim paid by War Assets Administration ; 20, 710. 0 
Total received___-_ . ae 398, 710. 0 
Net loss ee Meee 116, 982.7 
! This item is considered extremely modest. One of the partners, whose remuneration averaged $ 
annually, devoted 75 percent of his time for 18 months to this transaction. 
Note.—Losses consisting of interest on the investment (not on the amount claimed as loss), the 
expected profit, and other miscellaneous losses, have not been considered in this statement This i 
be construed as a statement that they are not amounts which are justly due to be recovered. 
. R 
Exuisit B ; 
‘ 
CINCINNATI, Onto, September 9, 1948. 
Ciaim DEPARTMENT, WAR AssETsS ADMINISTRATION, 
794 Race Street, Cincinnati, Ohio. ( 
GENTLEMEN: On May 25, 1946, we purchased from your Cincinnati office ‘ 
109 FWD 5—6-ton trucks for $414,200, on document No. 262845. 
At this date 26 of these trucks have been assembled and 83 remain in the Lords- } 
town Ordnance Depot. We have found in uncrating these trucks that damag 
has occurred to all of them. This damage was caused by the elements and was 7 


due, in our opinion, to improper crating. 
It is our intention to make a claim against you for the expense we have incurred 
and for the expense we anticipate on the remainder of these trucks. 
It is our desire that you make the necessary inspection with a view to deter 
mining the proper amount we can recover on our claim. 
Yours very truly, 
Kiyce Morors 
By Byron G. Hyp! 


kixuipir C 


War Assets ADMINISTRATION, 
REGIONAL OrFice IV, 
Cincinnati 1, Ohio, September 10, 1946. 
Re: Disposal Document No. 262845 


Kuiyce Morors, INc., 
17 South Cleveland Street, 
Memphis 4, Tenn, 

GENTLEMEN: We have your letter of September 9, 1946, making claim on th« 
trucks covered by the subject disposal document. As agreed in our oral dis 
cussion of this claim, this office will do everything possible to ex} edite an equitabl: 
adjustment, upon submission of the ultimate charges, properly supported. 


: 
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Any further communications on this matter should be addressed to the attention 
f the Claims Section. 
Very truly yours, 
C. H. McGann, 
(For) RowLanp D. ScuHetu, 
Regional Director, Region IV. 


Exuisir D 


War Assets ADMINISTRATION, 
REGIONAL Orrice IV, 
Cincinnati 1, Ohio, November 5, 1946. 
Re: Disposal Document No. 262845 


yce Morors, INc., 
1? South Cleveland Street, 
Memphis 4, Tenn. 
GENTLEMAN: We presume you received our letter of September 10, 1946, in 
nection with your claim on the trucks covered by the above disposal document. 
We are interested to know as to what action has been taken subsequent to our 
r. In other words, will you please give us the present status of this situation? 
Very truly yours, 
C. C, Erickson, 
(For) Rownianp D. ScuHett, 
Regional Director, Region IV. 


ExniBit EF 


War Assets ADMINISTRATION, 
REGIONAL Orrice IV, 
Cincinnati 1, Ohio, January 15, 1947 


Re: Disposal Document No. 262845 


Kiyce Morors, INc., 
17 South Cleveland Street, Memphis 4, Tenn. 

GENTLEMEN: In connection with your purchase of 109 FWD trucks under 
disposal document No. 262845 we presume by this time you have compiled your 
cost covering labor and material for the work done on 83 trucks at Lordstown. 

We have received our inspection reports and would like to have you furnish 
your bills for labor and material separately. 

In presenting your statement for labor please show the serial number of the 
truck and the amount of labor opposite each. These items for labor should be 
broken down by the class of labor employed and bearing a certification that the 
labor charge is within prevailing wage ceilings established by law. 

The cost of material should be supported by certified copies, or photostatic 
copies of the invoices received by you from the vendors. Again, we should have 
the cost of material placed on each truck; the sum of these items would equal 
the total of the vendors’ invoices. 

Upon receipt of this information we can proceed with the processing of your 
ciaim. 

Please address your reply for the attention of the Claims Division. 

Very truly yours, 
C. H. McGann, 
(For) Row.Lanp D. ScHELL, 
Regional Director, Region av. 
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Exnarsir F 


Wark Assets ADMINISTRATION, 
REGIONAL OFfFice IV, 
Cincinnati 1, Ohie, April 
Re: Disposal Document No. 262845 


Kuiyce Morors, INnc., 
Memphis, Tenn. 
Attention: Mr. Jack Klyce. 
GENTLEMEN: In connection with your letter of February 10, 1947, concer 
your pending claim on the FWD’s, have you since been able to compile yx 
to support your claim? 
We would like to go ahead with this as soon as you are ready. 
Very truly yours, 
C. H. McGann 
Chief, Claims Division 





Exuipit G 


Memputs, TENN., April 16, 19 
War Assets ADMINISTRATION, 
Cincinnati, Ohio. 
(Attention: Claims Department.) 

GENTLEMEN: Herewith our claim in the amount of $20,710 for loss incur 
in the purchase of 109 FWD trucks. 

This claim is supported by invoices in excess of the amount claimed. A clos 
study of our labor costs indicates that the cost of assembly of 108 trucks (1 truck 
was assembled when purchased) would have been $7,236, if the trucks had be: 
free from damage. 

There still remain in our possession 48 of these trucks on which final costs of 
reconditioning have not been determined. 

The amount cf this claim is considered to be an equitable portion of expense 
incurred in making the trucks serviceable. Further proof of equity of the amount 
is the allowance made by Cleveland, Ohio, Office of War Assets Administrati 
on our purchase of the remaining 51 trucks of our original order for 160 trucks 
This allowance was made as a result of inspection made by War Assets Adminis- 
tration of 83 trucks during our assembly operations at Lordstown Ordnance 
Depot. 

Upon payment of this claim of $20,710 which is 5 percent of the total purchase 
price of $414,200, Klyce Motors, Inc., agrees to release War Assets Administra- 
tion from any further responsibility for any loss whatsoever resulting from this 
transaction. 

Yours truly, 
Kriyce Morors, INc., 
Byron G. Hype, 
Manager, Truck Departmer 





Exuisirt H 


Mempuis, TENN., April 17, 1947 
War Assets ADMINISTRATION, 
704 Race Street, Cincinnati, Ohio. 
Attention Mr. MeGann, Claim Department. 


GENTLEMEN: We are writing this letter in support of and to more fully explai 
items in our claim for $20,710, resulting from our purchase of 109 FWD trucks 

We first became interested in these trucks in December 1945, when we took a 
prospect from Mexico to the Lordstown Depot to inspect the sample truck o1 
display there. In May 1946, we placed an order with your office, through Mr 
West, then in charge of automotive sales, for the entire lot of FWD trucks. The 
selling price as $3,800 each, and due to OPA restrictions in effect at the time, our 
mark-up was 5 percent, making our selling price $3,990. 

Your office advised us that only 109 of these trucks remained for sale at tha 
time, and you consequently billed us for the 109, The trucks were not equipped 
with tires, and difficulty was experienced in supplying tires for the lot, You 
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agreed to let us pay for the one truck which was assembled, and furnished four 
tires from Columbus, Ohio and four tubes from Canton, Ohio. We took de:ivery 
of this truck, and about a month later you advised us that 100 more tires and tubes 
had been shipped to Lordstown. We then paid for 25 more trucks and com- 
enced assembly of this lot. 

We found that these trucks in the boxes were rusty and in unusable condition, 
apparently due to the fact that the trucks had been boxed without ventilating 
oles, and condensation of moisture had caused accumulations of rust on metal 


: We had employed a drive-away company to deliver these trucks to our Mexican 

stomer. In spite of our best efforts to remove the rust and place the trucks in 
good condition during the assembly operations, breakdowns and road failures 
beset the drivers and caused this company to cancel the driving contract. 

When we were notified that the remainder of the tires and tubes had been 
delivered to the depot, we paid for the remaining 83 trucks. At this time we 
took up with your office the poor condition of the trucks, and notified you of our 
intention to make a claim, since the trucks were sold to us in new condition. We 
had bought several hundred crated trucks of other makes from WAA and had 
never found a single truck in unsatisfactory condition. 

The probability of a claim being justified was recognized, and inspectors were 

ned at Lordstown Depot to observe the condition of the remaining 83 trucks 

g our assembly operations at the depot. 

the time we paid for the remaining 83 trucks, we stated that our experience 
vith the previous trucks indicated that our cost of reconditioning would be approx- 
nately 5 percent or $190. This estimate was too low, as we have already spent 

e average more than this amount, and we will have other costs on 48 trucks 
hat still remain in our possession. 

When we went into the depot to take delivery of the first 26 trucks, we dis- 
covered that there were about 160 trucks in the depot, instead of 109 which were 
sold to us. We were informed that a buyer in Alilene, Tex. had bought 50 of this 
lot. We went to Abilene to try to purchase these trucks, as it was the desire of 
our customer to possess all of this unusual model which might come into Mexico. 
The Abilene buyer was not located by us for 3 months, and informed us that he 
did not intend to complete his purchase of the 50 trucks. By this time the region 
had been split and Lordstown inventory was held by Cleveland WAA. We 
were finally able to buy the remaining trucks from Cleveland in February 1947 on 
the basis of our original order to Cincinnati. 

The Cleveland office was cognizant of the poor conditions of the trucks, having 
furnished an inspector during our assembly operations. Consequently the pur- 
chase price of the remaining 51 trucks was reduced by an amount greater than 
the 5 percent we are claiming. 

Before we could remove the trucks from the Lordstown Depot, it was necessary 
for us to buy some $6,000 worth of parts from the FWD factory. Invoices cover- 
ing these purchases are a part of our claim. We found that our actual cost of 
assembly amounted to $67, while labor costs at Lordstown alone amounted to 
$149 average per truck. 

In our claim we are not making any attempt to recover such items as adminis- 
trative expense occasioned by the excessive time we have been compelled to keep 
these trucks before they could be made salable. 

Extra interest on the amount of the purchase price alone has amounted to more 
than $10,000. We would have saved this amount had we been able to deliver the 
trucks promptly. 

In spite of our best efforts during assembly at Lordstown, it was impossible for 
us to remedy all of the evils of the trucks. Therefore, after driving the trucks 
away, we have found it necessary to take corrective action on practically every 
truck. This is particularly true with respect to oil retainers and air and hydraulic 
lines. In many cases these parts showed no defects, but promptly failed when put 
to operating tests 

Our experience with surplus trucks shows us that these evils are peculiar only to 
this particular lot of trucks. We employed the Canfield Drive-a-way Co., Cleve- 
land, Ohio, to move 46 trucks from Lordstown, Ohio, to Galion, Ohio—a distance 
of 130 miles. In spite of the fact that these trucks had been in running condition 
2 days before, the Canfield drivers worried with 5 of them for 2 days, and after 
moving them only 5 miles from the depot, returned them to the starting point 
and gave up any further efforts to drive them. 

By bringing our own mechanics from Memphis, we were able to move these 
trucks to Galion for installation of dump bodies. When we got them to Galion, 
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we were able torun them throughashop. Only the part of the expenses at Galj 
which we believe to be recoverable by this claim are included. 

Items described in our claim which we believe are incontrovertibly related ay 
summarized briefly as follows: 


Parts from FWD factory : ‘ $6, 022. 3¢ 
Bad batteries 2,314 

Labor for installation and repair ‘ - 8, 856. 0 
tepainting 8, 100. 0 
Miscellaneous 4, 900. 


Total 


This does not include our expense of $67 per truck, which our costs study indi. 
cates would have been the cost of assembly for the trucks in normal conditio; 

We do not make claim for the above amount, nor for the greater amount whic! 
we will later be able to show as necessary expenses to make these trucks usable 
We are only seeking recovery of the eminently fair amount of 5 percent (to thy 
Government) of the purchase price of $414,200, which amount has been referred 
to by WAA observers as modest in the extreme. 

By sticking with our original contention for 5 percent, we will make a recovery 
satisfactory to ourselves, and will not be put in the position of being accused of 
trying to gouge our Government, for which we have a sentimental attachment 

Very truly yours, 


wits . Tee 30, 192. 3¢ 


Ktiyce Morors, Ini 
Byron G. Hype 





ExuiBiT | 


War Assets ADMINISTRATION, 
Washington 25, D. C., September 26, 194 
Personal and Confidential 
KLYCE Morors, Ine ° 
17 South Cleveland Street, Memphis, Tenn. 

GENTLEMEN: This Division is conducting an inquiry into certain practices of a 
few attorneys who were previously employed by War Assets Administration, and 
who are now engaged in private practice. 

It has come to our attention that some of these attorneys, upon resignatior 
from WAA, have communicated with individuals and firms who have filed claims 
with WAA for reimbursement on surplus property purchased. 

It is observed that you filed a claim with WAA which was received in Washing 
ton in May 1947. As a matter of cooperation with this Division in this official 
investigation, it would be appreciated if you will advise me whether any attorneys 
who have previously been employed by WAA, have communicated with you, 
either by business card announcement or other means of communication, indicating 
that they will represent you in connection with your claim filed with WAA. 

This inquiry has nothing to do with the merits or demerits of your claim. It is 
solely a check with respect to possible practices by attorneys formerly employed 
by this Administration. 

For your convenience, I am enclosing a franked, addressed envelope and will 
certainly appreciate an early reply. 

Very truly yours, 


Cart H. KING, 
Director, Compliance Enforcement Division 
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Exurpit J 


Mempuis, TENN., September 29, 194? 
Mr. Cart H. Kina, 
Director, Compliance Enforcement Division, 


314. () , . 
War Assets Administration, Washington 24, D. C. 


sob (\ 
OO. 0 Dear Mr. Kina: We acknowledge receipt of your letter of September 26, a 
yyy of which is enclosed herewith, concerning claim filed by us with War Assets 
{dministration. 

You are informed that this claim was initiated by us without the assistance or 
udvice of any attorneys whatsoever. This claim was prosecuted to its successful 
conclusion by our Mr. Hyde, who prepared all of the papers necessary to submit 
the claim. 

We have not been approached by any former attorneys for War Assets Admin- 
istration with reference to any of our deals. 


tH) iy 


Yours very truly, 
Kiyce Morors, Inc 
ARNOLD Ktyce, President. 


Exuisit K 


Mempuis, TENN., August 21, 1947. 
In re: File 15476 
Sale No. 4-S—10836 
War Assets ADMINISTRATION, 
704 Race Street, Cincinnati 1, Ohio. 
Attention: Claim Department. 


GENTLEMEN: Please refer to your file No. 15476, sale No. S-10836 dated 


{ 
April 25, 1946, covering the sale to Klyce Motors of 1 1945 GMC small tool 
repair shop, serial No. 4226301. 
This vehicle was purchased by us at a spot sale in Columbus, Ohio. During 
the course of the sale reference was made by the sales officer to the condition of 
these trucks. The sale of these units was suspended for about 2 hours and when 


they were reoffered for bids it was clearly stated by the announcer that the trucks 
were new as advertised in the sales announcement. 

We purchased one of these trucks with the understanding that it was new. 
When our driver went to Columbus to get the truck he found that it was used and 
calied me on the telephone. I told him to go ahead and take delivery and in 
the meantime I asked the sales officer at Columbus to send me a wire verifying 
the condition of the 3 trucks we had purchased at that sale. 

We enclose that telegram together with the sales document. We have been 
told by another purchaser that he recovered $800 as a result of a similar trans- 
action, 

We believe that this is a clear case of misrepresentation and that we are entitled 
to recover $800 which would seem to be an equitable amount for the 11,533 miles 
shown on the speedometer of this truck which was represented as new. 

Very truly yours, 
Kryce Morors, Ine. 
B. G. Hype. 


Exaipit L 


[Copy of wire] 
Co.tumBus, Onto. 
B. G. Hype, 
Klyce Motors, 17 South Cleveland, Ave., Memphis, Tenn. 
4473561, New, Electric Repair, 437 miles. 4704793-F, New Electric Repair, 

13 miles. 4226301, Used, small tool repair with metal cab, 11533 miles. 

F. W. (Jack) ANGLE, 

War Assets Administration. 
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Exuisit M 


War Assets ADMINISTRATION, 
REGIONAL OFFice IV, 
Cincinnati 1, Ohio, August 28, 19/ 

Re: Claim No. 2644 

Sales Document No. 257421 

Sales No. 4—S-10836 
Kiyce Morors, 

17 South Cleveland Street, Memphis, Tennessee. 

Attention: Mr. B.G. Hyde. 

GENTLEMEN: This will acknowledge receipt of your letter dated August 21, 1947 | 
relative to a 244-ton GMC truck, serial No. 4226301, purchased under the aboy, Re 
sales document. KLY¢ 

In checking into the details of this sale, we note that the sales docuny 
dated April 25, 1946, and shipment of this truck was made on June 6, 1946 


Your claim letter is dated August 21, 1947, which is well beyond the time specified Gu 
in our sales condition in which a claim must be filed. We would like to have valid as 

compelling reasons for the delay which would warrant the Claims Division elap: 
process your allegations asaclaim. Until such reasons are received for considera- init 


tion by the approving officer, no further action can be taken on the claim. 
Please address your reply to the attention of the Claims Division. 
Very truly yours, 
C. H. McGann, Chief, Claims Di 





Exuisir N 


War Assets ADMINISTRATION, 
REGIONAL OFFice IV, 


Cincinnati 1, Ohio, September 10, 1947. WA 
Re: Claim No. 2644 
Sales Document No. 257421 
Sales No. 4—S-—10836 ( 
Kiyce Morors, abt 
17 South Cleveland Street, Memphis, Tenn. I 


Attention: Mr. B. G. Hyde. 

GENTLEMEN: Please refer to our letter dated August 28, 1947, copy of which is 
attached, relative to a 24-ton GMC truck, serial No. 4226301, purchased under 
the above sales document. 

To date our records indicate no reply has been received to this letter and we 
would appreciate your prompt reply. 

Please address your reply to the attention of the Claims Division. 

Very truly yours, 





C. H. McGann, 
Chief, Claims Division 





Exursit O 


Mempnis, TENN., September 13, 1947 
In re: RCI-FCL-FLICK 
War Assets ADMINISTRATION, 
704 Race Street, Cincinnati 1, Ohio 
Attention: Mr. C. H. MeGann, Claims Division 

GENTLEMEN: We acknowledge receipt of your letter of September 10, 1947 
and August 28, 1947, in regards claim No. 2644, RCI-FCL-FLICK. 

At the time we took delivery of the truck in question in 1946 we needed the job 
so badly that we concluded it would be better to go ahead and take delivery and 
reduce the price to our customer than to undertake to have the sale canceled 

Just recently in talking to the Memphis Equipment Co. we learned that they 
had a similar transaction and that they recovered something like $800 on account 
of the misrepresentation. 

Until that time we did not presume that we had the basis for a claim to recover 
any part of the purchase price. But in view of the transaction with Memphis 
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ipment Co. we believe we are entitled to the same recovery that they obtained 
ough we did not file our claim at the same time they did. 
Yours very truly, 
Kuyce Morors, Inc., 
B. G. Hype. 


ExuiBit P 


Wark Assets ADMINISTRATION, 
REGIONAL Orrice IV, 
Cincinnati 1, Ohio, September 29, 1947 
Re: Claim No. 4-2644, sales document No. 257421, sale No. 4-S—10836. 
KtyceE Motors, 
17% South Cleveland Avenue, 
Memphis, Tenn. 

GENTLEMEN: Subject claim in the amount of $800, after thorough consideration, 
as been denied. Your failure to make a claim before more than a year had 
lapsed prevented the Government from verifying the exact condition of this 

t and prevented repossession for possible resale to one of several other bidders 

e offers were within a few dollars of your own. 
Very truly yours, 


C. H. McGann, 
Chief, Claims Division. 


ExuiBit Q 


Mempuis, TENN., October 1, 1947. 
Claim No. 4-2644, sales document No. 257421, sale No. 4—S—10836. 
AssETs ADMINISTRATION, 
Regional Office IV, 704 Race Street Cincinnati 1, Ohio. 
Attention: Mr. C. H. MeGann, Chief, Claims Division. 
GENTLEMEN: Acknowledge receipt of your letter of September 29 denying the 
above mentioned claim. 
Request you return the documents filed with this claim. 
Very truly yours, 
Kiyce Morors, Inc. 
t. G Hype. 
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Id Session No. 1485 


HAROLD E. WAHLBERG 


A 72% 
har J 


Apri, 6, 1954.—Committed to the Committee of the Whole House and ordered 
to be printed 


Mr. Burpick, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany H. R. 5986] 


The Committee on the Judiciary, to whom was referred the bill 
(H. R. 5986) for the relief of Harold E. Wahlberg, having considered 


the same, report favorably thereon without amendment and recom- 
mend that the bill do pass. 

The purpose of the proposed legislation is to authorize and direct the 
Civil Service Commission to pay, out of the civil-service retirement 
fund, to Harold E. Wahlberg, of Santa Ana, Calif., the total amount 
of deductions and deposits credited to his individual account, pursuant 
to the Civil Service Retirement Act of May 29, 1930, as amended, 
together with interest thereon as provided in such act, to the date of 
the enactment of such act. The said Harold E. Wahlberg, under 
the bill, shall not thereafter be entitled to any right or benefit under 
the Civil Service Retirement Act of May 29, 1930, as amended. 


STATEMENT OF FACTS 


The facts are that the claimant is a member of the California retire- 
ment system, and has been since January 1932; that he has contributed 
to that fund the sum of $7,586.06 up to the date of his retirement on 
June 30, 1953. He has been in civil service for 35 years, in the Agri- 
cultural Extension Service. He has contributed to the civil-service 
fund since July 1, 1949, and to April 1, 1953, the sum of $3,675.40. 

Under California law the claimant cannot collect an annuity from 
both funds. Since his accumulations in the California fund are much 
more than what he has accumulated in the civil-service fund, he seeks 
to withdraw from the Federal fund and accept an annuity under the 
California law. 
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While the civil-service law, as drawn, provides for the future pro- 
tection of the contributing member, the Civil Service Commission has 
no power, under present law, to refund this money, or in any way 
interfere with the civil-service protection; and unless this bill is passed 
the claimant will be forced to give up his payments under the Cali. 
fornia law. 

Under the circumstances which exist in this very isolated case 
substantial justice to the claimant cannot be obtained unless either the 
California fund or the Federal fund is paid back to the claimant. 
Inasmuch as the annual annuity under the California system wil! be 
greater in dollars than that accruing to him from the Federal fund, it 
appears that the Federal fund must be returned. This bill provides 
for this isolated case, and substantial justice will be done in granting 
this authority and direction to the Civil Service Commission. 

No money is asked, except the money that claimant has himself 
paid in. The Government is out nothing in surrendering this money, 
neither will it affect other members of the Federal fund. Therefore 
your committee recommends enactment of the bill. 

STATE OF CALIFORNIA, 
BOARD OF ADMINISTRATION, 
Strate Emp.Loyees’ RETIREMENT System, 
Sacramento, November 28, 19 
Mr. Haro._p FE. WAHLBERG, 
Santa Ana, Calif. 


Dear Mr. WanLBERG: This system has taken no action upon your request 
for a retirement allowance effective July 1, 1953. This delay in the approval! of 
your application for benefits was because of the provisions of section 20332 of thi 
California State employees’ retirement law, which provides in part as follow 

‘20332. Persons who are members of any other retirement or pension sys 
supported wholly or in part by funds of the United States Government, any 
State government or political subdivision thereof and who are receiving credit in 
such other system for service are, as to such service, excluded from this systen 

Upon receipt of satisfactory evidence that credit for your service as an employe 
of the University of California is not prohibited by the provisions of the Stat 
employees’ retiremént law, your application for retirement benefits will be favor- 
ably acted upon. 

Yours truly, 
Lauren C. Harcnr, 
Assistant Actua? 











ArFrIDAviT OF HarRoLp E. WAHLBERG 


Re H. R. 5986, introduced by Congressman James B. Utt, referred to Committ 
on Judiciary. 
Hon Cuauncty W. REED, 
Chairman, Committee on the Judiciary, 
House of Representatives. 

I have been a member of the California retirement system since January 1932 
and have contributed thereto the amount of $7,586.06 up to the date of my retir 
ment June 30, 1953. 

While I have been in civilian service for 35 years in the Agricultural Extension 
Service, I have contributed to the Federal retirement system only since July 1, 
1949, and to April 1, 1953, which includes a lump-sum payment of $1,970 made i! 
Mareh 1951. My total contribution is $3,675.40. 

The California State authorities have informed me that unlike most other States 
the California law does not allow retirement payments where another Government 
system is involved. 

Since my accumulated contributions in the California State system are over 
twice that in the Federal system and the benefits from the former will be $411 
per month against the $270 per month (estimated), I herewith petition the Judic 
ary Committee to recommend my withdrawal from the Federal system in orde! 
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that I may not jeopardize my earlier membership and potential benefits in the 
California State retirement system. 
= University of California, Extension Service, of which I have been a staff 
mber for 35 years, estimates that the Federal share of my salary over the years 
as been approximately 10 percent, while the share provided by the State of 
California is almost 90 percent. This would justify the State in assuming the 
payments of my retirement benefits and, relieving the Federal system of such 
iden. In my opinion is does not constitute a mere shifting of responsibility 
from one governmental body to another. 
[ will forfeit.any.interest that may have accrued from my accumulated funds 
the date of my retirement, or the date of my last contribution, April 1, 1953. 
» California State Retirement Commission has informed me as per attached 
letter - that as soon as my case has been cleared by House bill No. 5986 introduced 
by our Congressman, Hon. James B. Utt of California, payments will be made 
to me in due order. 
| understand that this petition is in line with the expressed intent of the present 
Congress to reduce expenditures wherever possible. 
Witness my signature this 29th day of November 1953 at Santa Ana, Calif. 


Haroutp E. WAHLBERG, 
Agriculturist Emeritus, University of California. 
STATE OF CALIFORNIA, 
County of Orange, ss; 
Mr. Harold E. Wahlberg signer of the foregoing statement personally appeared 
before me and made oath that the same is true and factual. 
Subseribed and sworn to before me, November 30, 1953. 


SEAL] B. J. Smita, County Clerk. 
H. M. Heap, Deputy. 


Housr or REPRESENTATIVES, 
Washington, D. C., June 30, 19538 
R. 5986 
JUDICIARY COMMITTEE, 
House of Representatives, Washington, D. C. 
(Attention of Mr. Walter R. Lee.) 

Dear Mr. Lee: Confirming our telephone conversation of this date regard- 

g the above-entitled House resolution, I would like to suggest that the State 

California is one of the few exceptions which does not permit an employee to 

iw from two sources of retirement systems. In view of the fact tha: M1. Wahl- 

erg has nearly double the accumulations in the California system it is imperative 
that he withdraw from the public retirement system of the Federal Government 
where he has some $3,500 in accumulation. 

I would greatly appreciate anything that you can do to expedite this matter 
so that if possible we can get it through both Houses before we adjourn. With 
kindest personal regards, I am 

Cordially yours, 
James B. Urt, 
Member of Congress. 


House or REPRESENTATIVES, 
Washington, D. C., February 27, 1954 
Hon. Usner L. Burpick, 
House of Representatives, Washington 25, D. C. 

DEAR REPRESENTATIVE Burpick: I have been advised by the chairmen of 
vour committee that the consideration of H. R. 5986, copy of which is attached, 
has been turned over to you for examination 9nd report. 

I would appreciate meeting with you at the earliest date convenient for the 
consideretion of this resolution in view of the fe,ct thet Mr. Wehlberg is ung,ble to 

his State retirement ellotment until he hes withdrawn from the Federel 
retirement system. Under Celifornia lew, one cannot receive retirement from 
the State system and the Federal system both. This resolution simply provides 
that Mr. Wehlberg shall receive beck deductions and deposits credited to his 
account, and that he shall not be entitled to any benefit from the Federal Civil 
Service Retirement Act. 
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I assume that the Judiciary Committee hes delivered you the complete file j, 
the me,tter. 
Kindest personel regards. 
Cordially yours, 


) 


JaMEs B. Urrt, 
Member of Congress 





Unitrep Srates Civit Service Commission, 
Washington 25, D. C., August 13, 1953 
Hon. Cuauncey W. Resp, 
Chairman, Committee on the Judiciary, 
House of Representatives, House Office Building. 


Dear Mr. Reep: Further reference is made to your letter of June 30, 1953. 
requesting the Commission’s comments on H. R. 5986, a bill for the relief of 
Harold E. Wahlberg. 

Record submitted here by the Department of Agriculture shows that Mr 
Wahlberg was appointed under the Extension Service effective September 1, 1918, 
and served continuously until June 30, 1953, when he was separated by reason of 
optional retirement. Having attained age 63 and rendered almost 35 years 
service, he is eligible for immediate annuity under section 1 (a) of the Retirement 
Act. 

By the specific terms of the act, refund of retirement deductions is payable to 
an employee only if he is separated before completing 20 years of civilian service 
and before becoming eligible for annuity under section 1 (a). Both these condi- 
tions must be met for title to refund, while Mr. Wahlberg meets neither of them 
The act further provides that, when refund is payable, interest on the contri- 
butions terminates with the employee’s last day in service. 

‘Lhe bill would allow Mr. Wahlberg to draw a refund of his deductions (with 
interest) in lieu of the annuity. It also proposes that interest on the deductions 
run until its date of enactment. 

A tentative computation indicates that annuity is due in this case from July 1, 
1953, at the rate of $270 a month. This allowance would be subject to recovery 
of $129 representing deductions mandatorily due the retirement fund for the last 
3 months of Mr. Wahlberg’s service, for which period he failed to make retire- 
ment contributions. In other words, he could receive the difference for July 
($141) on August 1 and a monthly check for $270 the first of each subsequent 
month during the remainder of his life. The sum credited to his retirement 
account is $3,675.40, which, with interest, would be subject to collection by him 
should the bill be enacted into law. 

The retirement law does not contemplate that an employee eligible for sub- 
stantial annuity benefits shall be permitted to nullify the protection granted him 
in favor of a lump-sum refund. It would seem useless for the Government to 
set up administrative machinery to collect a premium to guarantee against want 
in old age and then return the premium upon the employee’s election. We 
understand that Mr. Wahlberg’s desires in the matter are influenced by the fact 
that he can receive old-age benefits from the State of California if no Federal 
annuity is payable. This would constitute a mere shifting of responsibility for 
the former employee from one governmental body to another and no reason 
appears why he should be singled out for such special privilege. 

Adverse action on the bill is accordingly recommended 

The Bureau of the Budget advises that there would be no objection to thy 
submission of this report to your committee. 

By direction of the Commission: 

Sincerely yours, 


Puitie Youna, Chairman. 
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No. 1486 


ROBERT A. DUVAL 


Apri. 6, 1954.—Committed to the Committee of the Whole House and ordered 
to be printed. 


Mr. Lang, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany H. R. 7140] 


The Committee on the Judiciary, to whom was referred the bill 
(H. R. 7140) for the relief of Robert A. Duval, having considered the 
same, report favorably thereon with amendment and recommend 
that the bill do pass. 

At the end of bill add 
Provided, That no benefits except medical expenses shall accrue prior to the 
enactment of this Act. 

The purpose of the proposed legislation is to waive sections 15 to 
20, inclusive, of the Employees Compensation Act, so as to permit 
Robert A. Duval of Philadelphia, Pa., to file his claim with the Bureau 
and have it considered on its merits. Mr. Duval claims disability 
allegedly caused by his employment at the Naval Aircraft Factory 
in Philadelphia in 1938. 


STATEMENT OF FACTS 


This bill is to merely waive sections 15 to 20 inclusive of the Em- 
ployees Compensation Act and to permit Mr. Duval to file his claim 
with the Bureau of Employees Compensation. 

The bill is not an unusual one and your committee recommends 
favorable consideration thereof, so that Mr. Duval may have an op- 
portunity to file his claim and have it considered on its merits. 
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UNITED StatTEsS DEPARTMENT OF LABOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., February 17. 195 
Hon. Cuauncey W. ReeEp, , ’ 7 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington 25, D. C. 


Dear ConGRissMAN Reep: This is in further response to your request for my 
comments on H. R. 7140, a bill for the relief of Robert A. Duval. 

This bill proposes to waive in favor or Robert A. Duval the time limita; 
of the Federal Employees’ Compensation Act (39 Stat. 742, as amended) and to 
authorize and direct consideration under other provisions of that act of any clai; 
for compensation duly filed by him within 6 months after enactment of t! | 
based on disability allegedly caused by his employment at the Naval Aircraft 
Factory, United States Naval Shipvard, Philadelphia, Pa., in February 1938. 

The files ot the Bureau of Emplovees’ Compensation of the Department contai 
a claim filed by Mr. Duval on January 29, 1944, in which he alleged disahilit, 
due to an occupational disease beginning about January 12, 1938. He had hee; 
employed as a sandblaster at the Naval Aircraft actory for several years p 
to February 28, 1938, the date on which he was reassigned to lower paying wor 
as a general helper after medical examinations disclosed he was suffering fror 
pneumoconiosis attributed to his occupation. Although the employee and 
Officials at his place of employment had knowledge at that time of the disa! 
and of its probable occupational origin, no official report of the facts was filed by 
such Government agency officials until after the time for filing a claim had expired 
and no claim for compensation was filed until about 6 years later. 

The amendment of July 28, 1945 (59 Stet. 503) permitting the acceptance of 
clsims within 5 years efter the disability under certain conditions despite the gen- 
eral statutory period of 1 year, is not applicable in this case both because it is 
limited to injuries occurring on or after December 7, 1940, and because the filing 
wes delayed 6 years. The claim was accordingly rejected by the Bureau without 
investigs.tion of its merits. 

No informe.tion has been furnished to the Department in this case which wer- 
rants its receiving consideration different from cisims of other employees whic! 
might be compensable under the Compensation Act except for its time limitations. 
If, however, the Congress finds the existence of extenuating cireumstences which 
justify a weiver of the time limitations in fe.vor of Mr. Duval, I would hav: 
objection to an enactment having thet effect provided the bill is amended 
exclude retroective benefits other then reimbursable medical expenses. Thi 
preclusion of retroactive monetary benefits 2ccords with the principle generslly 
followed by the Congress in measures authorizing time limitation waivers under the 
Compensation Act. 

The Bureau of the Budget advises that it has no objection to the submission of 
this report. 

Yours very truly, 
JAMES P. MitTcHeE tt, 
Secretary of Labor 


Unitep States DEPARTMENT OF LABOR, EMPLOYEES’ COMPENSATION APPEALS 
BoaRD 


APPLICATION FOR REVIEW 


1. Name of person filing appeal: Robert A. Duvel 

2. Address: 2016 Dickinson Street, Philadelphia 46, Pa. 

3. Namé of injured or deceased employee: Robert A. Duval (same as (1)). 

4. Employing establishment: Nevel Aircraft Factory, Navel Air Materia! 
Center. 

5. Dete of injury: Approximately January 12, 1938. 

6. Place of injury: Nevel Aireraft Factory, Nevill Bese, Philsdelphis, 12, Pa 

7. Number of the case file in Bureau of Employees’ Compensstion: 1109663. 

8. Date of decision you sre appealing: January 3, 1953. 

9. Request is hereby made for review of the aforesaid decision issued by the 


Buree.u of Employees’ Compensation, under the Federe Employees’ Co 

pensstion Act of September 7, 1916, ss amended, upon the following ground 
or grounds (state the specific ressons for the sppesl in secordsnce wit! 
peragraph 1 of the geners| instructions sttached hereto): Appesl is b:sed 
upon erroneous finding of fect by the Director. My claim for compense- 
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tion benefits wes not dele,ved bevond the statutory limit stions es tl result 
f mv own actions, but wes due entirely to officisls of the Nevel Airereft 
Factory. This statement cen be verified by reference to the Buregu case 


file. Lt. Jack G. Kuhrts, USNR, who wis formerly atte.ched to the Neve 
\ircraft Factory, directed 2, letter to the Buree.u of I mplovees Compense- 


mon May 12, 1944, edmitting the fault did not lev with me [ wes never 
edvised of my stetutoryv riaghts to meke ecleim for benefits until the vear 
1944. It is requested thet the Board determine my rights upon the record 


without a hearing and that I be advised of your decisio: 

10. You are hereby 2edvised thet Mrs. Gertrude Duvel (my wife) of 2016 Dickin- 
son Street, is my duly authorized representative for the purpose of this 
appeal. 


DECEMBER 20, 1952 
Re BEC Files Nos. 237606 and 1109663 
BoreaAvu OF EMPLOYEES’ COMPENSATION, 
nited States Department of Labor, 
Washington 25, D. C. 

GENTLEMEN: Please find enclosed a letter from the Employees’ Compensation 
5) ils Board of July 7, 1952, which returned Naval Air Material Center letter of 
June 18, 1952, my husband’s letter of June 13, 1952, and Dr. J. Zellis’ statement 

Paragraph 3 of the Appeals Board letter suggests that the enclosed material be 

itted to the Bureau of Employees’ Compensation with a request for further 
nsideration of the case, pursuant to section 37 of the Federal Employees’ Com- 
tion Act. 

I believe that a review of the enclosed correspondence, plus the reports vou have 
on file, will be sufficient information for favorable adjudication of my husband’s 
ciaim 
Accordingly, I am making claim for compensation benefits for my husband 
Mr. Robert A. Duval, as it became necessary to admit him to the Philadelphia 
General Hospital on December 18, 1952, with the diagnosis of ‘car pulmonale.” 

As vou Can appreciate, our financial status has become even more desperate 
since Mr. Duval has been hospitalized. It would be greatly appreciated, therefore, 
if you would expedite a decision on this claim. 

Very truly yours, 
(Mrs.) GERTRUDE DUVAL, 
2016 Dickinson Street, Philadelphia, 16 Pa. 


June 18, 1952. 
BurgAU OF EMPLOYEES’ COMPENSATION, 
U.S. DepARTMENT OF LaABor, 
Washington 25, D. C. 

GENTLEMEN: Please find enclosed a letter from Mr. Robert A. Duval, a former 
employee of the Naval Aircraft Factory, Naval Air Material Center, who was 
separated because of disability on November 15, 1944. 

Records of this activity indicate that the delay in the reporting of the condition 
of silicosis was not the fault of Mr. Duval, any delay in the reporting of same was 
due entirely to the office of the Naval Aircraft Factory which handled compensa- 
tion correspondence and reports. 

Also enclosed is a letter from Dr. J. Zellis, 1921 Morris Street, Philadelphia, 
Pa., who describes Mr. Duval’s present physical condition. 

It is requested that the attached information be forwarded to the Employees’ 
Compensation Appeals Board. 

Very truly yours, 
F. C. Bowes, Jr. 
Commander, United States Navy Industrial Relations Officer, by direction 
of the Commander, 
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: JUNE 13, 1952 
EMPLOYEES’ COMPENSATION APPEALS Boarp, 
UniTeD States DEPAREMENT OF LABOR, 
Washington 25, D. C. 

GENTLEMEN: This letter is to advise you that I am appealing the deci 
the Bureau of Employees’ Compensation regarding permanent injuries 
occurred to me as a result of my employment at the Naval Aircraft Fa 
Navy Yard, Philadelphia, Pa., your claim No. ACT. 237606 1109663. 

As a result of my employment as a sandblaster at the Naval Aircraft | 
[ incurred the occupational disease of silicosis. I was examined monthly b 
medical officer of the Philadelphia Navy Yard and this condition was disc 
as a result of these examinations and my official superior was advised accord 
\ list of the dates of examinations, with the results of the examinatio1 
submitted to the Bureau of Employees’ Compensation along with forms 
and CA-—2 on January 28, 1944. My general condition became so bad that 
considered to my best interest to be removed from sandblasting operations I 
was therefore transferred and rerated to the duties of helper, general, 
kept me away from the silica exposure. 

\s | mentioned above, the Bureau of Employees’ Compensation was prompt 
notified of my condition. However, in a letter of March 11, 1944, the B 
stated that “Sinee no written claim for compensation was filed within 1 ye 
required by sections 18-20 of the Compensation Act’’ they were not authori 
to approve my claim. 

I again state that the official claims, properly endorsed, were submitted t 
Bureau of Employees’ Compensation on January 31, 1944 and were signi 
Lt. Jack G. Kuhrts, USNR, who was then assigned the duties of safety o : 
at the Naval Aircraft Factory. Before the date that the proper claims were 
submitted to the Bureau, I was not advised of my rights to make claim so t 
any blame or fault which might disallow the approval of my claim was not mine 
but was due to a clerical oversight on the part of management of the 
Aircraft Factory. 

My condition steadily grew worse until on November 15, 1944, I was separated 
from employment at the Naval Aircraft Factory because of inability to perform 
gainful employment. Inasmuch as the Bureau of Employees’ Compensation had 
disallowed my claim for compensation benefits, I applied for benefits from the 
United States Civil Service Commission under the provisions of disability retire 
ment. My claim with the United States Civil Service Commission was approv 
under claim No. CSA—146541 and [ am now receiving an annuity of $755.04 pe 
annum. As you can appreciate, this is an insufficient amount of money to sub 
my wife and mvself. In addition, | am under the professional care of Dr. J. 
Zellis, 1921 Morris Street, Pniladelphia 45, Pa. The medical treatment that 
am receiving froni Dr. Zellis cost approximately $20 per month; in additior 
medicine prescribed by De. Zellis is paid for by myself. 

As you can appreciate, if my claim for compensation under the Federal | 
ployees’ Injury Compensation Act had been approved, I would be receiving a 
great deal more money than I am receiving under the civil service pension. In 
addition, I would receive, without charge, medical treatments and medications 
necessary to relieve the pain and discomforts which I am constantly experiencing 

I have asked Dr. Zellis to forward to the safety superintendent of the Naval 
Air Material Center, of which the Naval Aircraft Factory is a part, a statement 
as to my present disabilitv. The safety superintendent has assured me that he 
will forward to you Dr. Zellis’ statement along with my letter for your considera- 
tion. 

At the time 1 was separated from the Naval Aircraft Factory I was earning 
$6.912 per diem. 

Inasmuch as my present disability is directly traceable to my employment at 
the Naval Aircraft Factery and inasmuch as any delay in reporting my disability 
to the Bureau of Employees’ Compensation was not my fault, I feel that my claim 
should be reconsidered and that it should be approved. 

It is requested that the Board determine my rights upon the record without a 
hearing and that I be advised of your decisions. 

Very truly yours, 


- 


Ropert A. Duvat, 
2016 Dickinson Street, Philadelphia 46, Pa. 








ROBERT A. DUVAL 


or 


12 Dr. J. ZELuIs 
: 1921 Morris Street, Philadelphia 45, Pa. 
Mr. Sturrine: Mr. R. A. Duval has been under my care since January 1951. 
Dut that time I have been treating him for the following: Chronic bronchial 
bronchiectasis, silicosis, and car pulmonale. His condition has shown 
mprovement during this time. 
The prognosis of this patient is poor as to cure but fair as to longevity 
Respectfully. 


Dr. J. ZEuuIs 


Unirtep States DEPARTMENT OF LABOR EMPLOYEES’ COMPENSATION 
APPEALS BoaRD 


(Docket No. 53-326) 
DECISION AND ORDER 


Matter of Robert A. Duval, Appellant, and Department of the Navy, United 
States Navy Yard, Philadelphia, Pa., Employing Establishment 


Submitted on case record without oral argument; decided July 22, 1953 
By the Boarp: 
rhe sole issue in this case is whether appellant’s claim for compensation benefits 
0 is barred by the time limitation provisions of the Federal Employees’ Compensa- 
er tion Act. The Director, Bureau of Employees’ C ompensation, by order dated 
re February 3, 1953, denied modification of a prior decision which rejected appellant’s 
t claim for the reason that it was not filed within 1 year as required by sections 18 
to 20 of the act. Appellant has filed a formal appeal alleging in effect that the 
lelay in filing his claim was due entirely to officials of the employing establishment 
and not to any fault of his own. 


ed The record shows that appellant had been employed for some years as a sand- 
_ blaster at the Naval Aircraft Factory and as early as November 1934 was found 
ud to be troubled with pneumoconiosis resulting from employment conditions. It 


later became necessary on February 28, 1938, for him to be removed from this 
” fork and rerated to a lower paying position because of silicosis, also a result of 
ployment conditions. Although it is readily apparent thé ut the employing 
tablishment had full knowledge of his el itional disease and its progress, no 
ritten notice or claim was filed prior to January of 1944, nearly 6 years after he 
ws became aware of his disease and its relationship to his employment. The question 
: presented here has been before this Board many times and it has been consistently 
eld that where an employee fails to give notice and relies upon actual knowledge 
of the employer as in this case, he must present a written claim within the statu- 
; tory period allowed, or forfeit his rights to benefits under the act. Notice without 
a words of claim cannot, by any permissible construction, toll the running of the 
statutory period for filing claim. The language of the statute is too explicit.? 
While section 20 (5 U. S. C. 770) of the act now provides that the Director 
> may, under certain conditions, waive the l-year limitation, the waiver provision 
ul was not enacted until July 28, 1945, and was made retroactive only to injuries 
wi ich occurred on or after December 7, 1940. Since the injury occurred prior 
) December 7, 1940, when the 1-year limitation upon filing claim was an absolute 
_ limitation, it is barred by the mandatory provisions of the statute and neither 
the Bureau of Employees’ Compensation or this Board may extend the limitations 
imposed by the act in order to consider the merits of appellant’s claim. Such 
relief may only be granted by acts of Congress. 





JS 


ORDER 


Upon the findings of the Board and the entire case record filed by the Bureau 
‘ of Employees’ Compensation in accordance with section 501.3 (a), and pursuant 





U. 8. C. 768-770. 
‘In the matter of Eugene W. Broadway, Docket No. 51-154. 








6 ROBERT A. DUVAL 


to section 501.4 of the regulations governing appeals (20 CFR pts. 501, 502), th, 
Employees’ Compensation Appeals Board hereby orders that: 
The compensation order issued by the Director, Bureau of Employees’ Com. 
pensation, on February 3, 1953, be and it hereby is affirmed. 
It is further ordered that the case record be returned to the Bureau. 
Dated, Washington, D. C, 
July 22, 1953. 
Joun E. Lawyer, 
Chairm 
Grace McGeErr, 


Memt 
Wiuuarp H. SHAFFER, 
Meml 
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Aprit 6, 1954.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 


Mr. Beamer, from the Committee on Interstate and Foreign Com- 
merce, submitted the following 


PROGRESS REPORT 


Fue, INVESTIGATION—PETROLEUM INDUSTRY IN VENEZUELA, SouTH 
AMERICA 


The study of strategic materials — most specifically of petroleum 
products has been a continuing one by the Committee on Interstate 
and Foreign Commerce. Report No. 2470, dated December 31, 1948, 
presents a thorough and informative study of Mexican petroleum. 
Report No. 1527, of March 17, 1952, entitled “Commerce with Latin 
America” devoted approximately one-third of its space to a report 
of the petroleum situation in those South American countries that the 
committee had time to study at that time. 

However, time did not permit a visit to Venezuela during the 
original survey and thus the present report is a continuation of the 
studies that have been conducted in neighboring countries in the past. 
The constantly increased demand for petroleum products and the 
rapidly improved production, conversion, and distribution methods 
employed by the oil companies prescribes a continuing study of this 
important natural resource. Venezuela has several important factors 
that not only justify but also command attention. 

Of immediate interest is the fact that in a comparatively short time 
Venezuela has been able to increase its production of oil to such an 
extent that today its oil wells are producing 15 percent of the world’s 
production of oil. The geographic location of Venezuela is another 
determination and factor that brings that country closer to the United 
States. In fact, its land area would total approximate ly that of the 
three States of Texas, Louisiana, and Mississippi. ‘To a great degree, 
Venezuela is unexplored and undeveloped. Seventy percent of its 
population presently live in 12 percent of the total area of the country. 
This area is primarily the coastal region in which the high-grade 
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petroleum and oil is found. Another 8 percent of the population liye. 
in the 35 percent of the area which is more or less the plain county 
and which is now being utilized to greater degree for livestock, aie. 
cially cattle production. Approximately 3 percent of the population 
lives in 45 percent of the area which is in the highlands. In tha; 
specific area are abundant undiscovered and unexplored minerals of 
various types. Diamonds are being mined in certain areas and more 
recently a very high-grade iron ore has been produced and is being 
shipped to this country by two of the larger United States steel com. 
panies—Bethlehem Steel and United States Steel. In fact, the first 
iron-ore shipments left Venezuela for the United States in March 195) 
This deposit is one of the richest iron-ore veins that has been dis. 
covered in the world and is comparable to the Mesabi Range jp 
Minnesota in its early days. From that modest beginning, exports 
run to nearly 2 million tons in 1952 and by the end of 1954 they are 
expected to reach a steady 10 million tons per annum. The known 
deposits of high iron percentage exceed 1% billion tons. This new 
wealth is developing a very large area in Venezuela and the 2 United 
States companies have title to 52,000 acres in the region at the present 
time. 

A further reason for the continued study of our neighbors to the 
south is the fact that approximately 45 percent of our strategi: 
materials are secured from those countries. At the same time, a very 
minimum amount has been sent to those countries for foreign aid 

A further function of the committee was to study the results of the 
effects of the Venezuelan policy of giving encouragement to the 
development of the resources of that country by means of private 
capital, 


Vv 


ITINERARY AND PROJECTS VISITED 


The committee, composed of Representatives John V. Beamer, 
Joseph L. Carrigg, J. Arthur Younger, Peter F. Mack, Jr., and Louis B. 
Heller was accompanied by Elton J. Layton, clerk, and Maj. Edward 
J. Hyland of the United States Air Force. 

The first stop was at Maracaibo, where meetings were held with 
officials of the Venezuelan Government, officials of the several oil com- 
panies operating in that area, newsmen and other business groups 
representing both the Venezuelan and United States businessmen. 
Additional assistance was given by Mr. Robert Rutherford, petroleum 
attaché, United States Embassy, Caracas; Dr. Gustavo Thery 
Fomboma, of the Venezuelan Ministry of Mines and Hydrocarbons of 
Caracas, and three of his associates; and Mr. J. Woodrow Wilson, 
United States consul at Maracaibo. 

Further discussion was conducted by Messrs. H. W. Haight, 
O. K. Knight, J. H. MeCutchan, and H. E. Winter. 

Actual visits and inspections were made of the Maracaibo Lake oil 
operations, known as the Bolivar Coastal Basin. Shell, Mene Grande, 
and Creole companies account for most of the oil production in this 
area. ‘Thousands of wells have been dug and are in operation in 
different parts of the lake. The natural marine operations of drilling, 
pumping, flow stations, pipeline-laying barges, pile driving, gas- 
repressuring and tanker loading were visted and explained. Three 
land oil fields, Juana, Logunillas, and Ule, were visited. The La 
Salina repair yards, operation and stock storage were further evidences 
of the immense size of the operation in these areas. 
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Finally, the committee flew over some of refineries operations en 
route to Caracas. In the capital city, United States Ambassador, 
Mr. Fletcher Warren, assisted in further contacts with United States 
and Venezuelan business groups. 


VENEZUELAN NATIONAL POLICY ON DEVELOPMENT OF OIL RESOURCES 


The Government of Venezuela encourages the development of her 
natural resources by foreign capital, but on a protective basis for the 
purposes: of conservation. Oil concessions are opened for bidding from 
time to time. Sealed bids are received on each concession, which con- 
sists of 500 hectares of land, or about 1,250 acres. The successful 
bidder must pay an annual tax on each concession, which increases 
with the second year. 

Oil royalties at 16% percent of oil produced may be used to partially 
pay for the tax on concessions not in production. The purpose of 
this is to force exploration and drilling on concessions. <A conces- 
sion once owned may be abandoned by the owner at any time. For 
example, the Creole Co. at one time owned all the concessions in 
Lake Maracaibo. It is a lake approximately 100 miles long and om 
miles wide at the widest point, and approximately 125 feet deep 1 
the deepest place. They abandoned many of the concessions | 
it was doubtful if production could be had at such depth. Later 
these concessions were reopened for bid, after production was known 
to be possible, and the Shell Co. overbid Creole. 

The development company must employ 75 percent Venezuelan 
labor; must furnish free schools up to the sixth grade, which corre- 
sponds in curriculum to our eighth grade; must furnish satisfactory 
housing at an annual rental not to exceed 4 percent of the cost of 
the house at the time of construction; must furnish hospital facilities 
and doctors for the workers and their families; must furnish commis- 
sary facilities at regulated prices. The developing companies also 
pay an income tax on their profits. 

The charges by the Government are so arranged by income tax law 
to equal 50 percent of the developing company’s profit. If at the end 
of the year, the developing company’s payments to the Government do 
not equal 50 percent of the company’s profits then the company is 
requested to make up the difference by a lump-sum payment. The 
Venezuelan Government may take its 16% percent of oil production 
in kind or money, the equivalent based on the price of crude oil in 
the gulf ports of the United States. They have operated under both 
methods, depending on the advantages to the Government in the 
world market for crude oil. The Venezuelan Ministry of Mines and 
Hydrocarbons keeps a close supervision over the development of all 
the oil concessions. 

There have been no new concessions opened for bidding since 1945. 
At the present time there are 13 foreign companies holding oil conces- 
sions in the country. All the major United States oil companies are 
on this list. The Venezuelan law prohibits any company owned by a 
Government from holding an oil concession. In the Bolivar Coastal 
Basin, which we visited, “there are three concessions: the C ompania 
Shell de Venezuela, Ltd., own the concession on the land area of the 
basin, except a narrow strip 1 kilometer wide at the lake edge, owned by 
the Mene Grande Oil Co., and the Creole Co. owns the concession 
in the lake. 


ecause 
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ECONOMY OF THE COUNTRY 


The economy of the country is tied to oil at the present time. 

In 1953 income from oil production was $745 million. Some 49 
percent of Government income from oil is spent in creating productive 
enterprises to furnish employment and income when oil ceases to be 
the mainstay for the economy. For instance, the country is now about 
self-sufficient in cement and is gradus uly fostering other industries. 

While only 3 percent of the country’s labor force, or 60,000, is di- 
rectly employed in the oil industry, yet the income spent for goods 
and services, as well as the oil income spent by the Government and 
oil companies in their contracts and purchases, supports the whole 
economy. The average per diem worker in the oil fields receives a 
take-home pay of $14 per day, or approximately $4,300 per year. 
To this must be added fringe be nefits, including a profit-sharing plan, 
which means an additional 2 months’ pay, ‘all of which together 
amounts to an annual sum of $2,100. This scale of pay in the basic 
product makes the cost of all production high. 

All the oil companies have approximately $3.2 billion invested 
Venezuela. 

The total oil production now is somewhat near 600 million barrels 
per year, which is second to the United States production. Eighty 
percent of this production is heavy-gravity crude, most suitable for 
fuel oil. Last year Venezuela produc tion was cut 3.8 percent, while 
United States production was increased 5.87 percent. 

Venezue 4 exported 659,000 barrels of crude oil per day in 1952, 
of which 337,000 barrels came to the United States. They are eX- 
porting 6: 2.000 barrels of fuel oil per day now, of which 337,000 comes 
to the United States. These oil exports are essential to the present 
economy of Venezula and make possible imports of $750 million, of 
which $500 million come from the United States. Venezuela has 
strong European commercial ties, but during both world wars they 
were cut off from European trade and learned to depend upon the 
United States trade. Now European goods are in competition with 
United States goods. 

There are $254 million of foreign capital invested in Venezuela 
other than in oil, and the present Government encourages such 
investments. However, the Venezuelans do not wish to export their 
labor. For instance, the oil companies are supposed to refine 10 
percent of their production in the country. Another example, there 
is © heavy duty on finished cars, but no duty on parts, so as to en- 
courage the assembly of cars in that country. This represents a 
national policy. 

The population of the country is concentrated, as 8 pere ent of the 
territory has 90 percent of the population. This ratio is aa 
changed by the construction of highways which open up new aret 
The iron ore production by United States and Bethlehem Steel C ond 
will furnish an increasing source of income to the Government, as 
well as to the population. United States Steel has spent over $100 
million in development work before taking out a ton of ore. 
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PROBLEMS AND RECOMMENDATIONS 


The social and economic problems in Venezuela are very grave 
yecause it is a@ One-economy country and at the present time there 
seem to be very few places to relocate in other industries. For ex- 
umple, since petroleum production represents practically all of the 
monetary income in the country, if the sale of their petroleum drops, 
timmediately affects the entire social, economic, and even the political 
structure. This fact was reemphasized by the American Chamber of 
Commerce of Venezuela in their letter of December 10, 1953. 

There were many examples of the effects of tariffs and trade agree- 
ments upon the economy of Venezuela. For example, in the case of 
milk it is possible for every can of condensed or powdered milk that 
3 consumed locally, Venezuela can purchase six cans without tariff. 
[his tariff is fixed and the production of milk is increasing but, even so, 
powdered milk is imported more cheaply than local milk is produced. 
It is for this reason that the American businessman in Venezuela, as 
vell as the native businessman, is working to develop other industries. 
The Government, likewise, has been attempting to give every possible 
ncentive to the exploration and development of new natural resources, 
and also encourage the establishment of new manufacturing and 
processing plants. 

The Government has contributed very materially in the encourage- 
ment of cattle raising, development of refrigeration, meat packing and 
processing, and other establishments that would make the nation a 
more nearly self-sufficient food-producing country. For example, a 
high protective tariff is placed upon tomato products since they pro- 
duce a very high grade tomato and have some canning factories that 
can the produce for resale in their own country. 

The financial status of the country is one that deserves credit and 
more than passing mention. Venezuela has no foreign debt and very 
little indebtedness. The oil companies supply approximately three- 
quarters of the money coming into the country. The gold and dollar 
reserves are the largest of any of the South American countries, and 
at the present time is reported to be the eighth largest in the world. 
The American businessmen reported that its money is sound and the 
tax program is designed to give the greatest possible encouragement 
to the development of the country. 

The income from the petroleum industry has made it possible for 
the Federal Government by direct outlay and assistance to the states 
to carry on many public-works projects. These include improved 
roads, air bases, schools, hospitals, community centers, airports, water 
supply works, electrification programs, etc. The amounts invested 
represent approximately one-third of the annual budget. About half 
of the total amount spent by the Federal Government was invested 
in the Federal district and the remainder was shared among the other 
states and territories. 

One of the outstanding accomplishments was the stupendous 
eastern highway, Autopista del Este, which was dedicated on Decem- 
ber 1. It was constructed at a cost of 13 million bolivares. It is 
a freeway 70 feet wide, stretching along the south side of the city in 
an east-west direction for 3% miles. It eventually will join the 
Caracas-La Guaira superhighway and the Pan American Highway, 
which leaves from the west side of the city. 
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This new superhighway that joins Caracas to the seashore js 
marvel of modern road carving, and it climbs to 3,000 feet above sey 
level. For a distance of 11 miles, it cuts through mountains With 
tunnels, and over bridges. It was built in a period of 4 years at 9 
cost of $6% million per mile. It has reduced the time of travel froy 
the capital and mountain-bound city of Caracas to the airport an 
La Guaira seaport from more than 1 hour traveling time to approyi- 
mately 15 minutes. 

This impressive accomplishment is one more reminder of the growing 
importance of the Venezuelan economy in the world today. Mor 
than 40 percent of all United States private investments abroad ar 
in Latin America and, among the Latin America countries, Venezuels 
has the largest share. In fact, North American investments groy 
from $232 million in 1929 to $993 million by the end of 1952. Th 
continued increased production of petroleum and also the developmen: 
of iron ore and other products bids well to make Venezuela look lil 
a land of great promise. 

Despite this prosperity, and the judicious use of Federal revenues 
the businessmen in Venezuela are concerned in the event that. pro- 
tective measures might be passed, especially by the United States 
which in turn, would militate against the import of Venezuelan resid- 
ual and other fuel oils into the United States. For example, mar 
questions were asked about the Simpson bill. The Venezuelan Goy- 
ernment has expressed concern that was felt by all Venezuelan sector 
before H. R. 5894 was acted upon and finally rejected by the House. 

Ambassador Dr. Cesar Gonzalez, was reported to have made thi 
following remarks: 

Should Congress pass these restrictions, Venezuela, which buys over a ha 
billion dollars worth of American goods every year, could not continue to do so 
the future and would be compelled to seek other sources of supply. America 
capital investments in Venezuela would be seriously hurt because of the cor- 
responding curtailment in their development activities. 

This brings up the fact that in 1952 Venezuela bought $500 millio 
worth of United States products. These were distributed roughly as 
follows: 


Machinery ted: 7 
Automobiles and trucks { 
Foodstuffs t 
Textiles : 38 
Chemicals J ' 3t 
Dairy products 
Wood and paper products } ’ ; : 
Minerals _ _ _ _- bil : ‘ 14 
Various other products ; 123 


A quick study of the States which are benefited directly from th: 
large Venezuelan purchases will indicate that 40 of the 48 States in 
the United States of America are beneficiaries of Venezuelan imports 
from this country. 

Further, Venezuela has displayed a very friendly and cooperative 
attitude toward the United States over a long period of years. 
Through the encouragement of the Federal and State governments 
and more especially, by the encouragement of the American industries 
approximately seven thousand boys and girls from Venezuela now are 
studying in high schools and colleges in the United States. We met 
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some of these graduates and each expressed a great admiration for 
the college training that they had received, for the courtesies shown to 
them, and the friendships that they made while they were students in 
United States schools. 

Another very pertinent and important observation is the fact that 
these friends in Venezuela join other South and Central American 
countries in saying that friendship must be earned and cannot be 
bought. They appreciate technical assistance, whether it comes 
from the point 4 aid program or from the assistance given by the vari- 
ous American enterprises that operate in their country. 

Recommendations were made to the subcommittee that close atten- 
tion should be given to the trade and tariff arrangements between 
their country and the United States and certain aid might be given 
to importers in order that more American products could find their 
way into general use among the Venezuelans. Furthermore, sugges- 
tion Was made that consideration be given to more generous credit 
terms that could be used by the Venezuelaa importers. In fact, it 
seems that some other countries have been giving credit extensions 
up to as much as 4 or 5 years. The American exporter still seems 
to find it necessary to ask for cash in advance or very limited credit 
extension. 

OBSERVATIONS BY THE SUBCOMMITTEE 


A fine relationship exists between the foreign companies and the 
Venezuelan Government, as well as the people. 

The oil companies have done an excellent job in integrating the 
natives into their organizations, even in top positions. The traiming 
program for the development of the skilled labor supply from the 
native population is excellent. 

The people and the official Government are friendly to the United 
States and have broken relations with the U. 8S. 8S. R. In fact, they 
have no trade with any of the lron Curtain countries. 

Oil exports are essential to the maintenance of the present economy 
of the country. Much of the money received from oil exports is 
spent in payment of imports from the United States. 





kxuipit No. 1 
MARACAIBO, December 8, 1953 


MEMORANDUM SUBMITTED BY THE ECONOMIC ORGANIZATIONS OF THE STATE O} 
ZuLia, VENEZUELA, TO THE Group OF HONORABLE AMERICAN CONGRESSMEN 
Durtnec THeir Visit TO MARACAIBO AT THE INVITATION OF CREOLE PerroLeUM 
Corp. 


At the present time commercial relations between our two countries are excellent 
and the volume of reciprocal trade between them is constantly increasing, to their 
mutual economic benefit. These relations are summarized in the commercial 
treaty entered into between Venezuela and the United States in 1952, which 
provides for Venezuela (1) adequate customs treatment for certain kinds of our 


oil and the elimination of import quotas for same; and (2) customs protection for 
certain industrial activities, in order to permit diversification of national produc- 
tion, utilize oil income more constructively and create other econor structures 
that will allow us to pass the stage of being essentially a country dependent on oil. 

As to the United States, the treaty assures for it the large and excellent con- 
sumption market which is Venezuela, for a great number of United Stat oods 


and products. 


H. Rept. 1487, 83-2 2 
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Che treaty veing in the nature of a compromise agreement, destined to conci 
economic interests equally important, it did not give Venezuela all the advanta 
we desired and, furthermore, activities so basic, as milk production, were not 
properly protected from foreign competition. Therefore some criticism has bee; 
forthcoming from some sections of our economic interests in this respect and, no 
doubt, on the United States side some of the sections affected by the treaty ha 
likewise criticized it . 

However, we are convinced that international harmony and commercial rela 
tions between two countries are maintained not by proclamations and emphat 
declarations, but by mutual sacrifices, advantages, and concessions. 

The excellence of the commercial relations between our two countries and 
growing volume of mutual trade, are graphicaJlvy demonstrated when we call t 
mind that Venezuela receives annually approximately $300 million for the oil jt 
sells in the United States and the United States, on the other hand, receives 
$500 million for the products and goods it sells in Venezuela, plus the large amount 
received by American investors in Venezuela on account of dividends. That 
we, unlike other countries who sell oil in the United States market, do not lin 
ourselves to purchasing machinery and materials necessary for our oil industr 
in that market, but purchase a multitude of other goods not used in said industr 
and for an amount verv approximate to double the sum we receive for our exports 

\s regards Venezuela, whose economic foundation is oil, those commercia 
relations and the volume of mutual trade depend entirely on its oil maintaining 
in the American market the position the United States guaranteed for it in tl 
treaty, that is, on the nonimposement of limitations on quantity or customs 
barriers against its importation. Hence, movements or measures tending t 
establish either of these restrictions, such as the proposals of Congressman Simp- 
son, supported by the coal producers and by the independent oi! producers in t! 
United States, would dislocate and very substantially reduce such mutual trad 
with serious economic prejudice to both countries, but very principally to ours 
Because, although the proposed restrictions on the one hand would appreciably 
affect American industry and export business and, on the other hand, the indus- 
tries, concerns, and persons who consume oil, who would then be subject to pric 
increases determined not be free competition but bv the results of the eliminatior 
of such competition, for Venezuela the aforementioned restrictions would shak 
its entire economic and social organization. 

The effects of the Simpson bill would be particularly serious as regards th 
economy of this region (state of Zulia), for it is the heart of the Venezuelan oi 
industry, and its main source of sustenance consists in the investments made by 
the oil companies in the region, comprising payments to their employees and 
workmen, consumption of materials acquired for their projects, payments to 
construction companies and other concerns for construction or service contracts, 
consumption of supplies, etc. 

The proposed restrictions would be much more serious and onerous, as their 
effects would not be limited to stopping or moderating an expansion of our oi 
industry, but would reduce, to a considerable extent, the normal tempo of oi 
operations that have been stabilized now for some time; and would decrease ever 
the investments involved in the mere maintenance of oil activity in the country 
in addition to causing the elimination of those corresponding to expansion or 
extension. 

When we state that measures such as those proposed by Congressman Simpson 
would shake the entire economic and social organization of our country, we are 
not exaggerating but analyzing just what would happen to Venezuela, like an) 
other single-production country, if the one and only motor of its economy were 
to fail: Drastic reduction of its fiscal income in a budget of which 60 percent is 
derived from oil income; serious deficit of foreign exchange, and in consequence, 
serious reduction of our purchases abroad; considerable decrease in all publi 
works and construction plans of the Government; substantial and dangerous re- 
trenchment in all our internal economy, by which we mean that not only would 
our oil industry be affected, but also our agriculture, livestock, all our other 
industrial activities and all our commerce; and that not only would there be un- 
employment and depression in the oil industry, but also in all fields of production 
and commerce and in the Government services. 

We wish to emphasize this important matter of unemployment and depression 
in all sections of our economy, because apparently the supporters of the Simpson 
bill in the United States disregard such a delicate and explosive aspect of the 
problem and lack a sense of proportion, as they propose to sacrifice all the working 
class of a friendly and loyal country in order to give employment, within the 
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i owertul, colossal, superdeveloped and superdiversified | nited states economy, 
a handful of workmen coming from some, not all, the coal concerns, and who 

4 lost employment not so much due to the importation of our oil, but on 

bee) sccount of the dynamic progress of mankind, which is turning away more and 
nore from coal as an element of power and heat in favor of better sources of their 

ha apply. They are proposing to sacrifice the well-being of a whole nation as well 
is that of important sections of United States industry and export trade, for the 

ela sake of part of a particular and not the most important segment of the great 
lat \merican economy. Or what is the same, they aim to sacrifice what to us is 


rganie and total in favor of what to our neighbors of the North is nothing more 
han epidermie and partial. 
The thousands of coal workers can be easily absorbed by other activities of the 








dil it owerful industrial machinery of the United States and its great resources, whilst 
ives Venezuela’s situation does not permit it to do the same with the tens of thousands 
f workers of the oil industry, of the other production activities, of commerce, 
it is und of the public services, who would be laid off \ dislocation of this nature 
lin ould certainly cause a tremendous social upheaval in Venezuela, which would 
istr sow the seeds of revolt and anti-American propaganda. The United States 
Ist should be as concerned with the social question of this country as with its own 
orts social question, and should seek that every worker of the American hemisphere, 
rcla ) matter where he works, be a guardian of western civilization In case of need 
ning e to War and it be necessary to intensify production or maintain it, it must 
th sunt on the human material which works in same, on its adhesion and voluntary 
OmMs support. 
Bt Therefore faced with the prospects of such a national collapse, we of the Vene- 
Hn p- ielan economic organizations, are resolved to entirely support the measures 
t! hat the Government of our country may adopt, in order to seek and find, in any 
acl part of the world, the market for our oil that is indispensable for us to survive 
urs The Venezuelan people have been greatly impressed and worried by the fact 
ably that in the United States, which possesses in free competition the cornerstone of 
dus- its amazing economic development and its great prosperity, legislative measures 
rie fa permanent character which openly conflict with the principles of unfettered 
tor 1utual-trade relations, may get as far as Congress, in order to decide simple 
Lake transitory details of its economic structure. 
rhis is all the more so, because in the concrete case of oil, the law of offer and 
the lemand and the well-known fact that almost the whole of the oil which is ex 
10 orted to the United States is in the hands of capital of that country, are factors 
e by vhich have corrected at the opportune moment and to the extent necessary, 
and very time that they have arisen, the small and transitory dislocations for which 
3 WO at the present time extreme and permanent measures are requested, and they 
ucts reduce the alleged danger of the American market being flooded with foreign oil 
to the category of something illusory and unreal. This is accentuated by the 
heir fact that the independent oil producers of the United States cannot deny that 
r ol the production of oil in their country has continued to increase notwithstanding 
oi its market open to foreign oil. 
ve Venezuela, which can be pointed out as one of the most loyal and efficient 
try ollaborators of America, in war as in peace, has contributed in the past and is 
1 OF contributing at the present time, with a voluntary reduction in its production 
and in its oil exports, to adjust the small and passing dislocations in the world 
801 market of this mineral. And if the voluntary collaboration of our country, as 
are well as the factors mentioned in the preceding paragraph, have proven to be 
any sufficient to solve the problem, the proposition of extreme measures, such as 
vere those contained in the Simpson bill, which would profoundly and unnecessarily 
it Is lamage the economy of a friendly and loyal country, is looked upon very badly 
nce, The majority of the United States congressional committee which voted in 
bli favor of the discussion of the Simpson bill, have pointed out, in order to justify 
re- | their position, the protective measures adopted by Venezuela to increment cer- 
uid tain activities of its production, and which, in any event, are much less restric- 
her | % tive and protective than those adopted by the United States in the past, in a 
un- | phase of its economy now overcome, to diversify its production and build the 
L101 astonishing industrial emporium it possesses at the present time 
With such argument, an attempt is made to liken the Venezuelan protective 
3100 measures with those contemplated in the Simpson bill ' 
son However, two observations suffice to demonstrate the weakness or such argu- 
the ment: The first is that Venezuela is a backward and single-producing country, 
ing which needs to develop, and diversity its production, whilst the United States is 
th a country which is reaching the peak of its prodigious development and ver} 
i 
> 
4 





10 FUEL INVESTIGATION—VENEZUELAN PETROLEUM 


diversified industiy. The Venezuelan protective measures can hardly have, t}, 
the same significance, the same scope and identical meaning, as the restrictio, 
of the kind contained in the Simpson bill. 

‘nd the second is that the Venezuelan protective measures have been adopted 
in accordance with and inside of the commercial treaties we have made, respectiy 
the undertakings we have covenanted by virtue of such documents, fulfilling th, 
letter and the spirit of the provisions contained therein, without affecting o; 
dislocating the economy of any country, and maintaining invulnerable bv cy 
actions the principles of international harmony and solidarity of the hemispt er 
On the other hand, the United States, in order to put into effect proposals such 
the Simpson bill, would have to tear up and render null and void its recent com. 
mercial agreement with our country, cause the economic collapse of same, chang 
the bases of its traditional economic policy, and leave ineffective the principles 
international harmony and solidarity of the hemisphere above mentioned. 





Exuisir No. 2 


[Copy] 
Caracas, December 10, 1953. 
Hon. Joun V. BEAMER, 
House of Repr-sertatives, 
Acting Chairman, House Interstate and Foreign Commerce Committe: 
Maracaibo, Venezuela, 


Dear Str: The American Chamber of Commerce of Venezuela extends cordia 
greetings to you and your committee and is gratified that you are visiting Vene- 
zu2zla—a proven friend and ally, one of our best customers, a country dedicated 
to free enterprise, where American capital is welcome and where America: 
citizens and American business receive hospitable treatment. 

Some 200 American firms established here represent an investment of approri- 
mately $3 billion of private American capital in Venezuela. This money is invested 
in the oil and iron-ore industries, and in a wide variety of manufacturing, import- 
ing, distributing, engineering, construction, and service enterprises—the number 
and scope of which is steadily increasing. These activities provide livelihood 
for some 25,000 Americans resident in Venezuela. 

Ven2zuela is proud of its traditional policy of free enterprise and unrestricted 
opportunities for foreign investment. It is one of the very few countries in the 
world today which does not impose restrictions on the movement of trade 
capital, or the remittance of profits and dividends. 

With a population of about 5 million, Venezuela is importing United States 
merchandise al the rate of some $500 million annually. It is now our second largest 
export market in Latin America, and fifth in the world. In addition to this $500 
million of American prodvcts purchased by Venezuela, the unrestricted remit- 
tances of profits and dividends and ft nds resulting from associated services such 
as banking, insurance, shipping, etc., amounted to some $400 million last year 
in other words a total of approximately $1 billion of income to the United States 
resulting from trade with V2nezuela, 

The Venezuelan Government and people wish to continue the present mutually 
advantageous trading relationships with the United States but in order for them 
to do so, we must continue to purchase Venezuela’s products, mainly petroleum. 

A principal concern today of the Government and the people of this country 
is the renewed threat of restrictions upon the importation of petroleum products 
into the United States from Venezuela. However, our Venezuelan friends have 
great faith in the American people and their way of life, and it is therefore incon- 
ceivable to them that the United States would arbitrarily cancel the existing trade 
agreement between the two countries or modify her trading relationship with 
Venezuela in such a way as to turn our backs on a proven and trusted friend 
They are therefore confident that our Congress will reject any measures to re- 
strict the flowfof trade between the two countries. 

Any legislation impeding the flow of Venezuelan products into the United 
States would obviously result in serious economic, social, and political problems 
in Venezuela because of the preponderant dependence of the country on the pe- 
troleum industry. The political and economic consequences of such restrictions 
would be disastrous to the Venezuelan and American interests and would seriousl) 
impair, if not irrepsrably damage, the bipartisan inter-American policy of our 
country. The Communists would surely make capital of such a development to 
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the detriment not only of the Venezuelan Government and people but also the 
American interests in this country and throughout Latin America. 

[he American business community and citizens who have the privilege of living 
here, sincerely believe their opposition to restrictive legislation affecting petroleum 
imports is not only in the best interest of Venezuela, but also the present and 
future welfare of the United States and its relations with the rest of the world, 
particularly the other American Republics which look upon Venezuela as an 
outstanding example of the advantages of free enterprise and close economic 
ties with our country. 

We and our Venezuelan friends, therefore, look to your committee and your 
colleagues in Congress for your continued cooperation in preventing the enact- 
ment of legislation which would in anyway interfere with the present sound 
relations between our two countries. 

We have intentionally refrained from including detailed statistical data other 
than that contained in the attached illustrated material to graphically demonstrate 
he present mutually beneficial relations between the United States and Venezuela. 

We thank you for this opportunity to express our views and recommendations 
and attach a list of the members of our Chamber for your convenience 

Very truly yours, 
THe AMERICAN CHAMBER OF COMMERCE OF VENEZUELA, 
J. W. Foss (for the committee 


ExuiBir No. 3 
ComMMENT BY O. K. KNIGHT, OF THE CREOLE OIL Co 


THE PETROLEUM INDUSTRY IN VENEZUEI 


+7 


In reviewing the petroleum industry in Venezuela this afternoon I shall present 
a general overall framework of the industry, and touch berifly on some of its 
problems. First, as general background information, I shall describe briefly 
some of Venezuela’s salient geographic and physiographic feature 

Venezuela, the sixth largest country in South America, covers an area of 
352,144 square miles, equivalent to about the combined area of Texas, Louisiana, 
and Arkansas. The present population is about 5.3 million, or 151 persons per 

iare mile 

The country is divided into four physiographic provinces 1) the mountains 

the west and north, (2) the coastal zone, (3) the llanos or plains area, and (4 
the Guayana hinterland 

The mountain area includes the Andes and their coast-range extension and 
covers about 12 percent of the area of Venezuela. Because of its more favorable 
climate this province contains 70 percent of the population. Extensive agri- 
culture is carried on in the mountain valleys and on the gentler slopes 

The coastal zone, including the lowland surrounding Lake Maracaibo and the 
Orinoco River Delta, covers 8 percent of the area and contains about 9 percent 
of the population. In this zone the oilfields located in and around Lake Mara- 
caibo are the most important in Venezuela, both from the viewpoint of production 
and reserves. 

The great plains or llanos which lie between the mountains and tl 
River for the most part are flat grasslands with some intervening forest areas 
They cover 35 percent of the area and contain about 18 percent of the population. 
The oilfields of eastern Venezuela are located in this provinee and aside from 
cattle raising, petroleum is the only activity of economic importance 

The Guayana hinterland, located between the Orinoco River and Brazil and 
British Guiana, is the largest, least developed, and most sparsely populated 
province in Venezuela. It contains 45 percent of the area and less than 3 percent 
of the population. Along the northern rim of this province, just south of the 
Orinoco River, oecur the large deposits of rich iron ore which are being developed 
by the Bethlehem and United States Steel Co. Both gold and diamonds are 
found in the Guayana area. This province offers no prospects for petroleum 
development. 

Petroleum as well as other minerals deposits in Venezuela are the property 
of the nation. Concessions to develop these deposits are granted to private 
interests under specific contracts with the Government. 

Petroleum is by far the most important industry in Venezuela, furnishing 
two-thirds of the total Government revenue and 95 percent of Venezuela’s exports. 


1e Orinoco 
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As mentioned previously, the petroleum resources of Venezuela are located 
two major basin areas: the Lake Maracaibo Basin and the Orinoco Basin wt 
coincides with the eastern part of the great plains area. There are indicat 
that important oil deposits may be found in the western portion of the 


Lick 


: : ains 
area, in the so-called Apure Basin. 

By far the most important petroleum deposits found to date in Venezuela oeeyr 
in the Maracaibo Basin. The first oil discovery of commercial importance was 


made in this basin in 1914 in the Mene Grande field. This was followed in 1915 
by the completion of a small commercial! well in the Bolivar coastal field. Fayor- 
able legislation, attractive prospects, and the high demand for oil following Wo; 
War I gave impetus to the ene of Venezuelan petroleum. By 1929 
many as 75 companies, small and large, had participated in the search for oj 
Most of these have withdrawn, following unsuccessful efforts, and a few newcomers 
have entered the picture. Today 26 companies or interests hold petroleum eon- 
cessions, 13 companies carry on producing operations, and 5 additional companies 
have producing interest, 6 companies operate refineries and 2 companies market 
petroleum products in Venezuela 

The Bolivar coastal field, which not only is by far the largest field in Venezuela 
but also the largest in the Western Hemisphere, is located along the easte) 
shore of Lake Maracaibo. Because of its importance, it will be described 
more detail in later presentations. Its present proved area covers 268,000 
acres, or 418 square miles. Its proved remaining reserves total nearly 6.5 billir 
barrels, or 68 percent of Venezuela’s remaining proved reserves. In October j 
produced about 330,000 barrels per day, or 52 percent of the total. productio: 
Venezuela Although first discovered in 1315, the final limits of the field 
not been delineated 

Including other fields the total October production from western Venezuela 
amounted to 1,208,000 barrels per day, or 68 percent of the country’s total 
The proved remaining reserves in the basin total 7.9 billion barrels, or 84 percent 
of the total 

In eastern Venezuela the first commercial discovery was made in 1928 when 
one of Creole predecessor companies, after many years of costly exploratory 
efforts, completed the first commercial well in the Qviriquire field, which has 
proven to be the largest field in this area. Since then 110 individual fields have 
been discovered in eastern Venezuela. The remaining reserves in this area total 
1.5 billion barrels—16 percent of the country’s total and current production 
averages 571,000 barrels per day, or 32 percent of the total 

The review of these bare facts gives no insight into the difficulties and costs 
involved in the discovery and development of petroleum in Venezuela. Geo- 
logical and geophysical exploration and wildeat-drilling operations were carried 
out in completely undeveloped jungle and swamp areas. Wharves, roads 
camps, hospitals, shops, ete., had to be built and maintained. Many wildcat 
drilling ventures were unsuccessful and only those companies which were fortuned 
with early discoveries, or those which had sufficient financial backing to carry 
on expensive operations over many years, were successful. For example, one of 
Creole’s predecessor companies spent over $45 million before selling its first 
barrel of oil. 

Oil is moved from the producing areas to refineries and deep-sea terminals by 
either pipeline or shallow-draft tankers. There are two major pipeline systems 
in western Venezuela: one extending from Ulé in the Bolivar coastal fields to the 
refinery and shipping terminal at Amuay, and the second extends from Palmarejo 
to the Card6n refinery and terminal and to the Las Piedras terminal. 

In eastern Venezuela oil is moved from producing fields to deep-sea terminals 
at Puerto La Cruz and Caripito by 4 major pipeline systems: 1 extending from 
central Anzoategui to Puerto La Cruz; 1 from northern Gudrico to Puerto La 
Cruz; 1 from northern Monagas to Puerto La Cruz; and 1 from Jusepfn and Quiri- 
quire in northern Monagas to Caripito. Production from the Temblador, Tucu- 
pita, and Pedernales fields, located on or near the Orinoco Delta, is moved 
shallow-draft tankers either to Caripito for transshipment or to Trinidad. 

Refineries in Venezuela, most of which have been constructed since World 
War II, have total rated capacities of about 450,000 barrels per day. The largest 
and most complete refinery is the Shell plant at Punta Cardon, located on the 
Paraguana Peninsula which has a capacity of 170,000 barrels per day. Shell 
also operates a refinery at San Lorenzo, with a capacity of 40,000 barrels per day. 

Creole operates two refineries: 1 at Amuay on the Paraguana Peninsula, having 
a capacity of 75,000 barrels per day; and 1 at Caripito, with a rated capacity of 
61,000 barrels per day. Equipment now being installed at Amuay will double 
the capacity of this plant 


} 
a 


as 








Mi 


p 


of 


RC 


W 





FUEL INVESTIGATION—VENEZUELAN PETROLEUM 13 


Venezuelan Gulf Refining Co. and the Sinclair Oil & Refining Co. each 
refineries at Puerto La Cruz, having capacities of 55,000 and 35,000 
arrels per day, respectively. The Texas Co. operates a 10,000 barrel per day 
jant at Tucupita on the Orinoco Delta, which primarily converts low-gravity 
onde to fuel oil. Phillips operates a 2,000 barrel per day refinery located at San 
ie, Which is used primarily for wax recovery. 
[he growth of Venezuela’s production is shown on this chart which shows daily 
erage producing rates by years from 1918 to 1952, and for the first 9 months of 
This chart shows the steady growth of production interrupted by onlv 
minor reversals of relatively short duration. For many years Vene 
ween the second largest producing country in the world Next to t 
it is by far the most important source of crude oil in the West 
The rapid growth of production in Venezuela over the past de 
isioned. first by the demands of World War II when virtually all of Venezuela’s 
juction Was used directly as fuel for the Navies, Armies, and Air Forces of the 
d States and her allies and, second, by the unprecedente: mand which 
rred in the postwar years. More recently Venezuela was ce n to fill 
cal gaps between supply and demand for petroleum product ceasioned by 
Korean War and by the loss of production from Iran As you will note the 
ak producing rate 1,805,000 barrels per day was reached in 1952 When world 
‘rude-oil production reached levels exceeding demand early in 1953, Venezuelan 
yroduction Was shut back. In fact over the first 9 months of 1953 Venezuela 
produced 3.8 percent less oil than during the same period ia 1952, while all other 
jor producing areas in the world increased productior 


leca 


Crude-oil production, January to Se pte mber 


{Thousands of barrels daily average 


1ela 
States of America 


rotal, free world 


An important factor in the petroleum of Venezuela is the gravity distribution 
of its production and reserves. With but few minor exceptions oil produced in 

e United States in the area east of the Rockies is light gravity crude above 30° 
API gravity. Refining this light-gravity crude provides high percentage vields 
of gasoline and middle distillate products and low yields of heavy fuel oi In 
general, gasoline and middle distillate products sell at prices which are higher 
than the value of the crude processed, while heavy fuel oil usually is sold at prices 
below the cost. of the crude oil. Therefore, refineries in the States have reduced 
heavy fuel from 21.6 percent in 1946 to 15.6 percent in 1952 and the trend is 
still downward. 

In Venezuela we have a different situation. Only 20 percent of the industry’s 
crude oil reserves are 30° API gravity or over. About 36 percent of the total 
reserves ranges between 22° and 30° API and is called medium crude, and 44 
percent of the reserves are heavy crude below 22° API, large quantities of which 
are in the 12°-14° API gravity range. These heavy- and medium-gravity crudes 
vield much higher percentages of heavy fuel oil than do the light crudes. In 
fact the lower-gravity crudes of 12°-14° gravity require the addition of middle 
distillates in order to produce heavy fuels of marketable quality. These heavy 
and medium crudes have a lower market value and are more suitable for the 
production of heavy fuel oil than the light gravity crudes 

Heavy fuel oils provide an efficient source of energy for industrial uses, for 
ocean shipping, space heating, and power generation. In times of war this fuel 
source is of vital importance. Today’s output of heavy fuel in the United States 
is not adequate to meet the demand and the United States domestic output 
would fall far below the large increase in demand whic! uld accompany an 
emergency. Therefore, the heavy fuel oil available fr ‘nezuelan crudes is 
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essential to the security of the United States and also is needed to meet peacet, 
requirements, particularly along the Eastern Seaboard. . 

In 1952 Venezuela produced 6.8 percent of its proved crude-oil reserves, Dyri, 
the same year the United States produced 8.2 percent of its proved crude resery. 
It is obvious therefore that the industry in Venezuela cannot be accused of pro. 
ducing its fields at excessive rates. 

I believe you may be interested in some information regarding investments 
costs of the petroleum industry in Venezuela. According to information as 
sembled by the Venezuelan Ministry of Mines and Hydrocarbons, the companies 
now operating in Venezuela have gross investments totaling $3.2 billion. 


and 


Invest- I 

ment ( 
Millions 
Lands and concessions $354. 2 
Producing | 1, 818.7 
Transportation | 276.0 
Refining 395. 5 
Marketing 24.3 
Other 358.0 
Total aca 3, 236. 7 


Operating costs in Venezuela by no means are cheap. Oilfields usually 
found in isolated unihabited areas. Since there were no established commu: 
in these areas, the companies have had to build and maintain housing, hospit 
schools, commissaries, powerplants, sewage and water plants, shops, warehous 
churches, ete. About 17 percent of Creole’s total investments are in such fa 
which are seldom required to be furnished by the petroleum industry i 
United States. After seeing the extent of such installations during your V 
am sure you will be convinced that they do not make for cheap oil. 

Imported materials and equipment most of which come from the United Stat 
are an important item in operating costs. The oil companies in Venezuela m 
maintain large stocks of material, equipment, and spare parts which the United 
States producer can obtain on short notice from outside suppliers. The invest- 
ment in these items is large and the cost of materials delivered in Venezuela 
including freight, handling, and warehousing, are a good deal higher than in th 
United States. The magnitude of this item is indicated by the value of Creole’s 
warehouse stocks which at present total $50 million. 

Labor costs in Venezuela are substantial. Creole’s daily payroll workmen now 
receive an average take-home pay of $14.60 per working day, equivalent to $4,039 
per year. In addition, they receive many benefits paid by the company, such as 
free medical attention, including hospitalization and surgery for workmen and 
members of their families, schooling for their children, recreational facilities, and 
subsidies on housing and commissaries. Also, many companies have thrift and 
retirement plans to which they contribute. The additional cost to Creole of thes 
benefits for daily workmen averages about $2,100 per year. 

Venezuela’s crude oil and products derived therefrom are sold throughout most 
of the free world. In 1952 over 97 percent of the total production was exported 
or sold as international bunkers. Of this amount about 800,000 barrels per day 
went to the Netherlands West Indies, where it was processed in large refineries 01 
the islands of Aruba and Curacao. Products from these refineries were exporte | 
to world markets. 

The United States is Venezuela’s largest and best customer. In 1952 United 
States imports of crude oil and refined products, from Venezuela and theNether 
lands West Indies, averaged 689,000 barrels per day, comprising about 39 percent 
of Venezuela’s total exports. Of this amount, 326,000 barrels per day were im- 
ported as crude oil and 363,000 barrels per day as products, principally heavy fuel 
oil. In 1952 Venezuela supplied 57 percent of the United States’ crude-oil im- 
ports and including the Netherlands West Indies 95 percent of the product 
imports (principally fuel oil). 

Over the first 6 months of 1953 the volume of United States imports from 
Venezuela averaged about 707,000 barrels per day but percentagewise United 
States crude-oil imports from Venezueal dropped from 57 percent in 1952 to 49 
percent in 1953 and product imports dropped from 95 percent in 1952 to 92 per- 
cent in 1953. 

A table and map showing the ultimate destinations of crude oil and products 
exported from Venezuela and the NWI are included in your booklets. The data 
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ased on information reported by the Venezuelan Ministry of M 
arbons and the United States Eureau of Mines. 


troleum in Venezuela is strategically located. By ocean routes it is closer 


lines and 


ific and European ports than is the United States gulf coast and it 
sea from United States eastern seaboard ports is about the 
{f coast. 
vital importance of the United States market to the Venezuelan econo! 
e petroleum indstry in Venezuela cannot be overstressed should r i 
be imposed on United States petroleum imports such as those included in 
pson bill, which was introduced in the last session of Congress, it would 
cessary to curtail production in Venezuela over 20 percent and the Venezu- 
Government’s direct income from the petroleum industry would be reduced 
20 percent. In addition any such reduction would have a snowballing 
on the entire Venezuelan economy. As you can well imagine, 
h magnitude would be a severe blow to Venezuela. 


as trom 


restrictions 


ExurBit No. 4 
DATA ON PETROLEUM AND Economy OF VENEZUELA, DECEMBER 1] 
Venezuelan crude-oil production, since ini 


{Thousands of barrels per day] 


Venezuela! Percent Venezuela’ Percent 
crude-oil | of world crude-oil | of world 
produe- | produc- produc produc- 


tion tion tion tion 


1938 
1939 
1940 
1941 
1942 
1943 


Venezuelan petroleum exploration .activity, ye 


Activity 


ition wells (including stepouts 
cal field parties (party months) 
physical field parties (party months) 


s drilled in Venezuela (a ypes) since inception, by 


Mate Accumu- 
Potal lated 
total 


Total 


year year 


1927 
1928 
1929 
1930 
1931 
1932 
1933 
193 
1935 
1936 
1937 
115 1938 
180 1939 
358 1940 
706 1941] 
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Total refineries in Venezuela, years 1949 to 1st 9 months 1953 


{Barrels of 42 United States gallons per day} 




















Runs 
Location Ownership 1953 pe t 
1949 | 1950 1951 1952 (Ist 9 
months 
Caripito Creole 58, 599 59, 468 764 
Amuay do 68, 200 66, 919 74, 816 ~ 
La Salina do 
Oficina Meneg 334 385 279 % 
Cabimas do 691 
Punta Card6én Shell 76, 025 94, 267 
San Lorenzo do 44, 003 44,918 ‘i 
Casigua do 432 537 575 
Puerto La Cruz Veneref 39, 864 48, 627 55, 158 
El Chaure Sinclair 15, E77 18, 322 17, 449 Vy 
Tucupita lexas 9, 821 9, 519 7, 344 
San Roque Phillips 895 1, 583 
Small plants with less 
than 400 barrels per day 
capacity 
Total 145, 046 313, 546 343, 829 397, 732 x 
! Dismantled in February 1952 
Ultimate destinations of Venezuela/ Netherlands West Indies petroleum export 
\ / } 
109 
[Figures in thousand barrels per day] 192 
192 
199 
1949 1950 1951 ( 
A. Crude oil exports (excludes crude oil to Netherlands West Indies 199 
lo: United States 277 292 296 ; 
Other North America 91 S4 124 } 
Caribbean and Central America 20 28 39 { 19 
South America 21 29 31 10 
Europe and adjacent areas 70 77 80 19 
All others l 19 
Total 420 510 570 19 
1¥. 
B. Fuel oil exports 
lo: United States 190 308 293 
Other North America 9 7 
Caribbean and Central America 39 2 1s 
South America 72 74 85 
Europe and adjacent areas 98 72 10 
All others 29 30 79 
Total 428 618 632 
C, Other product exports 
To: United States 7 14 | 14 l 
Other North America 4 13 | 14 
Caribbean and Central America 16 22 25 1 
South America 53 60 | 76 1 
Europe and adjacent areas 179 191 | 199 , 
All other 18 19 3. 66 
Total ween 277 319 363 | 3 
| 


1 Based on Venezuelan Ministry of Mines and Hydrocarbons, and Bureau of Mines Data. 
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Petroleum imports into the United States? 


[Figures in thousand barr 


k Venezuela/Netherlands West Indies 
ide oil 278 iy 9 ¢ 
} oil 199 1 343 
Other products 7) 
lotal 48 619 689 
nited States imports 
Crude of} 421 487 49 573 
Fuel oil 206 9 ' 54 
Other products 1s 4 3 
ta 64 SAL S44 10) 
Based on Bureau of Mines and American Petroleum Institute data 
Value of Venezuelan exports 
{Millions bolivars] 
Oil per-| Coffee Oil per- Coffee 
Year Total Oil centof;) and Iron Year Tot Oil cent of i Iron 
total cacao tot cacao 
19 170.6 3.3 1.9 | 100.7 1937 871.9 770.0 RR 4 
192 133. 6 11.8 8.8 84.7 1938 RS S28 ) . 
137.8 15.7 11.4 94.4 1939 953. 3 ROA 3 0.9 
156. 7 28.7 18.3 92.8 1940 860.9 ROO. 0 04. { 4 
213. 5 65.5 30.6 LIS. 8 1941 1. 061.6 1. 000.6 4 wO 
192 330. 0 137.5 41.6 | 155.2 1942 710 635. 7 89. 4 4 
1 92 395.4 246.6 62.4 118. 0 1943 862. 1 786. 2 1.2 44.7 
1927 280.8 63.2 | 130.7 1944 1,121.4 | 1,056.9 4.4 55. 2 
y28 466.9 76.6 110. 5 1945 1. 107.9 1. 025.0 92.5 47.8 
1929 593.6 76.2 | 158.0 1946 1, 449. 1 1, 330. 7 11.8 RR. 4 
1934 634. 1 83. 1 85. 2 1947 2, 168 2, 053. 6 04.7 | 88.7 
1931 547.8 84.0 80. 4 1948 3 484.4 3 340.4 05.9 120.5 
1932 531.6 84.6 70.4 1949 § 360. 5 }, 259. 0 yg 7 
19 617.5 553. 2 89.6 43.0 1950 892.2 | 3,760.5 Of 92.0 
1934 671.9 608. 5 90. 6 9.1 1951 4,533.7 4 il 6.4 101.1 l 7 
193. 711.7 649. 3 91.2 7.7 1952 4,858.4 4,615.6 95. 151.4 49.2 
1936 768.5 684. 2 89.0 51.1 
"alue of " nezuetan ~mporis 
Val if | l } 
[Millions bolivars] 
Year Imports Year Imports Year I Ol Year Import 
315, 2 1929 452. 9 1938 311.9 | 1946 987.2 
95 1930 363.9 1939 S28. 104 1,872.2 
100.8 || 1931 210.8 || 1940 311.2 | 1948 800, 8 
1923 152.7 1832 153 1941 237.38 1049 2, 398. 0 
24 215.9 1933 143. 6 1942 21 ly 1, 798. 4 
192 303. 7 1934 159.7 1943 222. 1 2,1 3 
1$26 412.4 1935 229. 2 1044 44.2 1952 2, 42 / 
1927 363. 6 1936 211. ¢ 104 804.9 | 1953 2 2 
1$28 416. 6 1937 394. 6 


1 lst 8 months 


estimated), annual rate. 
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Venezuelan oil production and government finances 


Oil pro- Government) Government Yea Oil pro- |Government ¢ 
ears 


duction ncon expenditure duction income 

















Th d ds 

( 7 M VM els 

] da oliwars bolivars 1y 
1920 I 104.4 104, 1 1937 09 
19 4 64.8 93.7 L¥38 516 
1922 6 81.6 8? 0 1939 563 
1923 12 RRR 62.5 1940 OY 
1924 25 111.6 101.2 141 625 
19 " 147.6 139.3 1942 +) 
1926 100 178.8 170.9 1043 492 
1927 172 74.0 166.8 1044 702 
1928 287 204. 3 224.9 1945 RAG 
1929 56. 4 209. 2 1946 1, 065 
1930 75 243.7 324.9 1947 a A 
1931 320 188.9 172. 4 1948 1, 33 
1932 318 175.4 168, 1 1949 1, 321 
1933 324 169. 6 158. 1 1950 1, 498 
1934 374 178.7 167.7 1951 1, 705 
1935 407 16. 4 190. 7 1952 1, 805 
1936 42. 0.8 257.4 1953 ! 1, 759 


1 Estimated, 


O 
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83p Concress |} HOUSE OF REPRESENTATIVES f REPORT 


i No. 1488 


2d Session 


LAKE OF THE WOODS 


Aprit 6, 1954.—Committed to the Committee of the Whole House 
of the Union and ordered to be printed 


Mr. Burpick, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany H. R. 2098] 


The Committee on the Judiciary, to whom was referred the bill 
(H. R. 2098) to provide for determining the compensation of certain 
persons whose lands have been flooded and damaged by reason of 
fluctuations in the water level of the Lake of the Woods, Minn., having 
considered the same, report favorably thereon without amendment 
and recommend that the bill do pass. 

The purpose of the proposed legislation is to authorize the Secretary 
of the Army to investigate all claims filed within 6 months from the 
date of enactment of this bill for losses caused after August 26, 1937, 
to inhabitants of the United States by fluctuations in the water level 
of the Lake of the Woods due to artificial obstructions placed in the 
outlets of the lake pursuant to the convention signed February 24, 
1925, between the Governments of the United States and Great Bri- 
tain, providing for the regulation of the lake level. 

H. R. 1098 provides for damages arising from the fluctuations of 
the water level of Lake of the Woods by reason of obstructions placed 
there in accordance with the convention between the Governments of 
the United States and Great Britain, which convention provided for 
the regulation of the water level, and was signed at Washington, D. C., 
on February 24, 1925. 

By reason of these artificial barriers the water level fluctuates 
and a great number of property owners have been flooded and their 
property destroyed. 

Under the terms of this bill the Secretary of the Army is authorized 
and directed to investigate all claims for damages to the various 
injured parties which are filed within 6 months from the date of 
enactment of this bill, for losses and damages caused after August 
26, 1937. The Secretary of the Army shall, upon due notice to the 
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claimants, conduct a hearing or hearings, and report the results 
of the same to Congress, including all facts pertaining thereto. 

A stage of elevation 1,064 feet in the lake level has been reached 
only once since the flowage easements were acquired, that in July 
1950. The number of claims that would be filed and investigated js 
not definitely known, but it is estimated that the cost of the investi- 
gation would be from $20,000 to $60,000. 

Therefore, your committee recommended favorable consideration 
to the bill as introduced. 


FEBRUARY 8, 1954. 
Hon. Cuauncey W. ReEeEp, 
Chairman, Committee on the Judiciary, 
House of Re prese ntlatives. 

Dear Mr. CHarrRMan: Reference is made to your request for the views of 1 
Department of the Army with respect to H. R. 2098, 83d Congress, a bill to p: 
vide for the compensation of certain persons whose lands have been flooded a 
damaged by reason of fluctuations in the water level of the Lake of the Woods 

The Department of the Army has considered the above-mentioned bill. The 
purpose of this measure is to authorize the Secretary of the Army to investigat 
all claims filed within 6 months from the date of the enactment of the bill for losses 
caused after August 26, 1937, to inhabitants of the United States by fluctuations 
in the water level of the Lake of the Woods due to artificial obstructions plac 
in the outlets of the lake pursuant to the convention signed February 24, 1925 
between the Governments of the United States and Great Britain providing f 
the regulation of the lake level. The bill provides that the Secretary of the Arn 
shall ascertain the amounts of the damage that may have been sustained by the 
claimants and shall report the amounts to the Congress, together with the facts 
in each case. The bill also proy ides that the amounts found to be due the respec 
tive claimants may be based upon any flooding exceeding elevation 1,064 sea-lev: 
datum, and upon any flooding between elevations 1,062.5 and 1,064 unaffected 
winds, as provided in the convention signed at Washington on February 24, 1925 

The above-mentioned treaty of 1925 permitted a flowage easement up 
elevation 1,064 feet over all lands bordering on the Lake of the Woods in 
United States, and by the terms of the treaty the United States assumed al 


) 


liabilitv to the owners of affected lands for the cost of the easement. The act of 
Mav 22, 1926 (44 Stat. 617), as amended by the act of \pril 18, 1928 (45 Sta 


131), authorized the acquisition of flowage easements up to the specified elevati 


and acquisition of aH necessary easements was completed. By the act of August 
26, 1937 (50 Stat. 843), the Congress authorized payment for damages whic! 


occurred prior to the easement acquisitions, and these payments were completé 
The water of the lake rose to a level of approximately elevation 1,064 feet 
July 1950, this being the only time since flowage easements were acquired to 
elevation 1,064 that a stage of this height has been reached. 

In view of the fact that the right to flood all lands to elevation 1,064 feet ha 
been acquired under a comprehensive flowage easement, and the further fac 
that the lake level has never exceeded this elevation, it would appear that there 


would be no damages for which the United States should be held liable. Howeve1 
since it is possible that the high lake level in 1950 may have damaged some lands 
above elevation 1,064 feet which are not covered bv flowage easements, this 


Department has no objection to the enactment of H. R. 2098 provided it i 
amended, for the reasons set forth above, so as to remove from the contemplatior 
of the bill anv basis for claims on account of flooding between elevations 1,062.5 
and 1,064 
he fiseal effect of this bill is difficult to estimate since it depends in great part 
on the number of claims which would be filed and investigated. The cost of the 
investigation with the bill amended as recommended has been estimated to 
range from $20,000 to 860,000 

The Bureau of the Budget advised that there was no objection to the submissior 
of an identical report on S$, 215, 838d Congress, an identical bill. 

Sincerely yours, 





toBERT T. STEVENS, 
Secretary of the Army. 
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The Committee on Rules, having had under consideration House 
Resolution 503, report the same to the House with the reeommenda- 


tion that the resolution do pass 
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ApRIL 7, 1954.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 










Mr. Gross, from the Committee on Post Office and Civil Service, 
submitted the following 






REPORT 






[To accompany 8. 2773] 







The Committee on Post Office and Civil Service, to whom was 
referred the bill (S. 2773) to amend the act entitled “An Act to 
provide for the transportation and distribution of mails on motor- 
vehicle routes,” approved July 11, 1940 (54 Stat. 756), having con- 
sidered the same, report favorably thereon without amendment and 
recommend that the bill do pass. 









STATEMENT 





The purpose of this legislation is to grant the Postmaster General 
greater latitude in selecting the most economical and efficient method 
for surface transportation of mails. 

Under existing law, the Postmaster General is authorized to con- 
tract for carrying the mails and railway postal clerks only wherever 
it is found that adequate railroad facilities are not available. In 
effect, this legislation will authorize the Postmaster General to use 
Government-owned motor vehicles, or contract for carrying the mails 
and for transportation of postal transportation clerks who distribute 
mail en route between points, regardless of whether adequate rail 
facilities are ‘available in that particular area. The Postmaster 
General would thus be permitted to make the decision based on 
economy of transportation, and would not be required to channel 
the mails through any particular phase of our transportation system. 

The Post Office Department, which has requested this legislation, 
feels that the limitation imposed by existing law has prevented the 
effecting of economies in the operation of the postal service. Expe- 
rience of the Department has indicated that, in a great many instances, 
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2 REMOVE LIMITATION ON HIGHWAY POST OFFICE SERVICE 
the mails can be transported by highway post offices much m 
economically than by railway postal cars rl 

In approving this legislation, it is not the intention of the com. 4c 
mittee that contract servicing, repair, and maintenance of vehic| 
shall be used as a substitute for servicing in Government garage 
It is understood that the Department intends to make full us 
far as practicable, of existing Government garage facilities, and t} 
contracting procedures will be used only where Government se1 
are not reasonably available 

Correspondence from the Post Office Department requesting this 
legislation follows 

OrricE OF THE POSTMASTER GENERAL 
Washington 25, D. C., January 11, 
Hon. Joseph W. Martin 
Speaker of the House of Representatives 

Dear Mr. Speaker: There is transmitted herewith, for consideratior 

Congress, proposed legislation to remove the limitation on the establishn 





highway post office service 

The provisions of law embodied in 39 U. 8. C. 505 provide, among other 1 
that highway post office service may be established only ‘“‘wherever it is found 
adequate railroad facilities are not available.’’ This limitation has prevent 
effecting of economies in the operation of the postal service in the past, and 
probable that it will do so in the future. 

For example, highway post offices under contract cost an average of ab DS 
cents per mile, and Government-owned highway post offices cost an avera 
about 33 cents per mile. <A 30-foot railway post office car, on the other 
which is comparable to a 30-foot highway post office, costs an average of 48 « 
per mile. The operation of highway post offices clearly is more economical t 
the use of railway post office cars. It is believed that the present law should | 
amended to permit the establishment of highway post office service in instar 
in which such service is found to be more economical. 

The enactment of legislation to accomplish the purposes desired would | 
another step in the program of this Department to achieve economy of operatio 
wherever possible, and still to provide the public with efficient mail service. 

It is believed that the enactment of this proposal would result in a reductior 
in expenditures by this Department, but there is not available sufficient inforn 
tion upon which to base an estimate as to the amount of such reduction in ex- 


\ 


penditures. 
The attached legislation is designed to accomplish the purposes desired, and its 
early enactment is recommended. 
The Bureau of the Budget has advised that there would be no objection to thi 
submission of this legislative proposal to Congress. 
Sincerely yours, 
CuarR.Les R. Hook, Jr., 
Acting Postmaster General 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as 
passed the Senate, are shown as follows (existing law proposed to be 
omitted is enclosed in black brackets, new matter is printed in italics, 
existing law in which no change is proposed is shown in roman): 


AN ACT To provide for the transportation and distribution of mails on motor-vehicle routes 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, [That wherever it is found that adequate railroad 
facilities are nor available, the] the Postmaster General is authorized to use Gov- 
ernment-owned motor vehicles er contract for carrying the mails and [railwa 
postal clerks] postal transportation clerks on routes between points where, in 
judgment, [the] conditions justify the operation of such service in motor vehicles 
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ially designed and equipped for the distribution of mail en route: Provided, 
such vehicles shall be constructed, fitted up, maintained, and operated in 
dance with such specifications, rules, and regulations as he may prescribe 
led further, That the Postmaster General is authorized, within his discretion, 
ansport and provide for the distribution of mails in Government-owned 
vehicles on such routes between points where in his judgment the condi- 
justify the operation of such service: Provided further, 1 


Lé 


That all laws and 
itions governing Star Route Service, not in conflict wi this Act, 
able to contracts made under the authority cf this Act: 

no contract shall be awarded for a period of less th: 

r years, and that payment for such service shall be 

land transportation by star routes 
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Apri 7, 1954 Committed to the Committee of the Whole House on the State 





of the Union and ordered to be printed 
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\ir. Corser, from the Committee on Post Office and Civil Service 





submitted the following 







REPORT 







{To accompany H. R. 5913) 





The Committee on Post Office and Civil Service, to whom was 
referred the bill (H. R. 5913) to simplify the handling of postage on 
newspapers and periodicals, having considered the same, report favor- 
ably thereon with an amendment and recommend that the bill as 
amended, do pass. 

The amendment is as follows: 

Strike out lines 8 and 9 and insert in lieu thereof the following: 









Sec. 2. This Act shall take effect thirty days after enactment 









PURPOSE OF AMENDMENT 









The amendment is a technical one to adjust for the passage of time 
since the bill has been introduced. As introduced, the effective date 
of the bill was October 1, 1953. As amended, the effective date will be 
30 davs after enactment. 






STATEMENT 











The purpose of this legislation is to simplify the handling of certain 
newspapers and periodicals of the second class by eliminating the 
requirement for manual affixing of postage stamps on such matter 
Existing law (39 U. S. C. 286) requires that postage be prepaid on 
newspapers and other publications of the second class, mailed in the 
county of publication and at free-delivery offices, “by stamps affixed.”’ 
In effect, this bill will eliminate the requirement that stamps be 
manually attached to such publications by striking the words, “by 
stamps affixed.”’ 
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2 SIMPLIFY HANDLING OF POSTAGE ON CERTAIN SECOND-CLASS MAIL § 


The Post Office Department, which has recommended the passage its ¢ 
of this legislation, feels that the existing requirement for manual - 
affixing of stamps is obsolete, and not only serves no useful purpose yer 
but causes unnecessary work and expense to both the postal service 
and the publishers. Bente 

Under other legislative authority the Postmaster General may lim 
accept for transmission in the mails, without postage stamps affixed. — 
quantities of not less than 300 identical pieces of second-class matter ' 
Publishers who wish to avail themselves of this alternative may mail shal 
by bulk weight, without manual affixing of stamps, by purchasing a ent 
permit for $10. The required permit is permanent, and does not 
need to be renewed. Nearly all publishers have already purchased 
such permits, and revenue received from this source is negligib| 
Thus, the major portion of such matter is now accepted on a bulk 
weight, and it is only the occasional small publisher who mails less than 
300 identical pieces that must comply with this obsolete requirement 

The Bureau of the Budget has no objection to this legislation, which 
will result in no additional cost to the Government. 

The favorable report of the Post Office Department follows: 

OFFICE OF THE POSTMASTER GENERAL, 
Washington, D. C., September 29, 19 
Hon. Epwarp H. Regs, 
Chairman, Committee on Post Office and Civil Service, 
House of Representatives. 


Dear Mr. CuarrMan: Reference is made to your request for a report on H. R 
5913, a bill to simplify the handling of postage on newspapers and periodicals 

The purpose of this legislation is to repeal the requirement of law for the manua 
affixing of postage stamps on newspapers and other publications of the second 
class mailed in the county of publication and free-delivery offices. This require- 
ment in 39 United States Code 286 is obsolete, and not only serves no useful pur 
pose but causes unnecessary work and expense to both the postal service and the 
publishers. 

Newspapers and other periodical publications admitted to the mails as second- 
class mail are required to show a notice of entry as second-class mail. The major 
portion of such mailings is accepted on a bulk weight. 

This Department favors the enactment of this measure. The enactment 
the measure will not result in any additional cost to this Department. 

The Bureau of the Budget has advised that there would be no objection to thy 
submission of this report to the committee 

Sincerely yours, 
CuHar.ues R. Hook, Jr., 
Acting Postmaster General 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as intro- 
duced, are shown as follows (existing law proposed to be omitted is 
enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 


Section 25 or THE Act or Marcu 3, 1879 


Sec. 25. That publications of the second class, one copy to each actual sub- 
scriber residing in the county where the same are printed, in whole or in part, and 
published, shall go free through the mails; but the same shall not be delivered at 
letter-carrier offices, or distributed by carriers, unless postage is paid thereon at 
the rate prescribed in section thirteen of this Act: Provided, That the rate of post- 
age on newspapers, excepting weeklies, and periodicals not exceeding two ounces 
in weight, when the same are deposited in a letter-carrier office for delivery by 
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its carriers, Shall be uniform at 1 cent each; periodicals weighing more than two 
inces shall be subject, when delivered by such carriers, to a postage of 2 cents 
each, and these rates shall be prepaid [by stamps affixed]. Copies of a publi- 
cation, other than a weekly, hereafter admitted to the second class of mail matter, 
hen mailed by the publisher or registered news agent at a post office where it is 
ntered, for delivery by letter carriers at a different post office within the delivery 
limits of which the headquarters or general business offices of the publisher are 
located, shall be chargeable with postage at the rate that would be applicable if 
e copies were mailed at the latter office, unless the postage chargeable at the 
nound rates from the office of mailing is higher, in which case such higher rates 
all apply, but this provision shall not be applicable to publications already 
entered as second-class matter which retain their entry at the post office where 


now entered. 
CY 


} 








[m 


th 


Sal 








s3p Coneress ({ HOUSE OF REPRESENTATIVES { REporr 
21 Session j tl No. 1492 


CIRIACO CATINO 


Apri, 7, 1954.—Committed to the Committee cf the Whole House and ordered 
to be printed 


Mr. Grawam, from the Committee on the Judiciary, submitted the 
following 


REPORT 
[To accompany H. R. 868] 


The Committee on the Judiciary, to whom was referred the bill 
H. R. 868), for the relief of Ciriaco Catino, having considered the 
same, reports favorably thereon with amendments and recommend 
that the bill do pass. 

The amendments are as follows: 

On page 1, lines 3 and 4, strike out “‘immigration and naturalization 
laws” and substitute “Immigration and Nationality Act’’. 

Ov page 1, line 7, after the words “‘visa fee” strike out “and head 
aA 


PURPOSE OF THE BILL 


The purpose of the bill, as amended, is to grant the status of per- 
manent residence in the United States to Ciriaco Catino, a native and 
citizen of Italy. The bill also provides for the payment of the required 
visa fee and for the appropriate quota deduction. 

The bill has been amended to conform with the language of the 
Immigration and Nationality Act. 


GENERAL INFORMATION 
The pertinent facts in this case are contained in a letter, dated 
July 6, 1953, to the chairman of the Committee on the Judiciary from 


the Commissioner, Immigration and Naturalization Service. The 
said letter, and accompanying memorandum, reads as follows: 
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DEPARTMENT OF JUSTICE, 
IMMIGRATION AND NATURALIZATION SERVICE, 
July 6, 195 
Hon. Cuauncey W. REeEp, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D. C. 

Dear Mr. CHatrMan: In response to your request of the Department 
Justice for a report relative to the bill (H. R. 868) for the relief of Ciriaco Cat 
there is annexed a memorandum of information from the Immigratio: 
Naturalization Service files concerning the beneficiary. 

The bill would grant the alien permanent residence in the United State 
payment of the required visa fee and head tax. It would also direct that 
number be deducted from the appropriate immigration quota. It should 
noted, however, that the Immigration and Nationality Act does not require ¢ 
payment of a head tax. 

The alien is chargeable to the quota of Italy, which is oversubscribed. 

Sincerely, 
ArGyLe R. Mackey, 
Commissione 


MEMORANDUM OF INFORMATION FROM IMMIGRATION AND NATURALIZ\1 
Service Fires Re Crriaco Catino, Benericrary or H. R. 868 


Ciriaco Catino, a native and citizen of Italy, was born on October 17, 1922 
He entered the United States at the port of New York on February 20, 1947, a: 
was admitted for permanent residence as a nonquota immigrant under sect 
4 (a) of the Immigration Act of 1924, 

The alien is a son of Teodor Catino who was naturalized as a citizen of t! 
United States on December 1, 1939. In 1940, the father petitioned for t! 
issuance of an immigration visa to his son. This petition was approved on Ji 
15, 1940, and the Department of State was informed that the son was entit| 
to nonquota status in the issuance of an immigration visa as the unmarried mi! 
child of an American citizen. Ciriaco Catino was then 17 years of age. 

Hostilities during World War II made travel between the United States a: 
Italy impracticable. In 1946, in accordance with regulations of the Department 
of State in effect at the time, the American Foreign Service at Naples, Ital 
decided to entertain an application for a nonquota immigration visa from Ciriac 
Catino even though he was then 24 years of age. The formal application was 
executed on December 19, 1946, and was supported by documents showing that 
he was born on October 17, 1922, and was unmarried. The visa was issued or 
December 19, 1946, but Ciriaco Catino did not leave Italy until February 1947 
In the period between the issuance of the visa and his departure from Italy, | 
was married on January 30, 1947, to one Isabelle Ada Uva, a citizen of Ital 
At the time of his arrival in the United State, he did not disclose the fact that ! 
was married and he recalls only that he presented his immigration visa in which | 
was described as single. There is no evidence that the alien or any person acting 
in his behalf was guilty of any fraud in connection with his admission to t! 
United States. 

About October 1947, Ciriaco Catino made application for a declaration of 
intention to become a citizen of the United States. He then disclosed the fact 
of his marriage. As a result of this disclosure, deportation proceedings wer 
instituted in which he was found to be deportable from the United States on t! 
ground that he was not a nonquota immigrant as specified in his visa. It was 
further decided that the privilege of voluntary departure was the only form oi 
administrative relief available to him. Mr. Catino, however, did not depart 
from the United States. 

The alien works for Pitney-Bowes, Inc., Stamford, Conn., and earns about 
$76 a week. He has savings of $3,414.18. 

Mr. Catino lives with an aunt in Stamford, Conn., and pays for room‘and board 
His wife lives with her parents in Italy. Mr. Catino stated that his father left 
the United States for Italy on July 30, 1947, and has resided there since that tim 


Mr. Morano, the author of this bill, appeared before a subcom- 
mittee of the Committee on the Judiciary and recommended thi 
enactment of his measure, submitting the following letters in its 
support: 








set 


x 


3 





CIRIACO CATINO 


Pitney-Bowes, INc., 
Stamford, Conn., January 19, 1958 


Honorable ALBERT P. Morano, 
House of Representatives, Washington, D. C. 


DeaR CONGRESSMAN MorRANo: I am enclosing a copy of a rather lengthy letter 
e just written to Senator Purtell, concerning the case of Mr. Catino. | 
e referred the matter to him, because I understand Senator Benton turned 
ver the files on this case to him. 
| know you have already helped a good deal on this matter, and I personally 
vrateful as I am sure evervone else interested in the matter at Pitnev-Bowes 
oo. And I would appreciate it if you could check with Senator Purtell to 
what might be done in order to assure Mr. Catino’s staying in this country 
With kind regards, 
Sincerely, 


W. H. WHEELIE 


JANUARY 19, 1953 
Honorable Witu1aAmM A. PURTELL, 
United States Senator, Senate Office Building, 
Washington, D. C. 

Dear Bini: I am writing you about one of our employees, Ciriaco Catino, who 

ause of a technicality of the immigration law faces deportation some time this 
spring, unless a private bill in his behalf can be introduced and eventually passed. 

The case is an old one, and I understand from Senator Benton’s office that the 
records on it are being turned overto you. Briefly, this is the situation: 

Mr. Catino was admitted to the United States in 1947 on a nonquota visa, 
issued to the children of naturalized citizens who are not married. Being ignorant 
of the fact that marriage would change his status, he married the day before he 
left Italy. He has lived and worked in this country ever since, and it was only 
when he began to see what he could do about getting his wife over here that the 
mistake was discovered by the immigration authorities. 

Thus, he now finds himself in the position of having entered the country on a 
wrong visa, and evidently he must be deported unless something is done for him 

[ don’t know Mr. Catino too well personally, but those whose judgment I trust, 

cluding our personnel director, tell me he is a satisfactory worker and a very 
good man. It does seem to me that he should be allowed to stay in this country 

The late Senator McMahon introduced a private bill (S. 1601) in the 82d 
Congress, which would have permitted Mr. Catino to stay. The bill was post- 
poned indefinitely by the Senate Committee on the Judiciary last spring, and Mr. 
Catino was instructed by Mr. D. T. Longo, the officer in charge of the Hartford 
Immigration Office, that he should prepare to depart from the United States at 
his own expense on or before last June 1. This deportation order was later ex- 
tended to July 1, and meanwhile Senators McMahon and Benton managed to 
get the Senate Judiciary Committee to reconsider the bill 

On July 7, Mr. Longo informed us that be had heard from Congressman Morano, 
ind that the latter had “received assurances from the McCarran committee that 
due to the extenuating circumstances in your (Catino’s) case, the private bill 
which was introduced in Congress on your behalf is to be reconsidered. In the 

ght of this, you will be granted a further extension to September 10, 1952, within 
which to affect your voluntary departure from the United States without the 
ssuance of a warrant of deportation.’ 

Meanwhile, Senator McMahon died, and the files he had were turned over to 
Senator Benton. As the September deadline neared, and the extended date 
once again come up, we asked Congressman Morano if he would again get an 
extension, considering the fact the bill wes still up for recondiseration with the 
Judiciary ‘Committee. This he was kind enough to d », and he received assurances, 
later confirmed by the Immigration Office in Washington, that no ac + would 
be take to enforce Mr. Catino’s de yparture from the United States until March 1, 
1953. 

Once again, of course, the date is approaching. I know you have a great many 
more pressing and important matters to consider, but I would appreciate it if 
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you could give some attention to this case, and perhaps confer with Senator 
Bush and Congressman Morano to see what can be done. 
Kind personal regards. 
Sincerely, 
W. H. WHEELER, Jr 


Upon consideration of all the facts in this case, the committee is of 
the opinion that H. R. 868, as amended, should be enacted and 
accordingly recommends that the bill do pass. 
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to be printed 


Miss Tuompson of Michigan, from the Committee on the Judiciary, 
submitted the following 


REPORT 


(To accompany H. R. 733] 


The Committee on the Judiciary, to whom was referred the bill 
(H. R. 733) for the relief of Hildegard H. Nelson, having considered the 
same, reports favorably thereon with amendment and recommends 
that the bill do pass. 

The amendment is as follows: 

On page 1, line 7, after the words “‘visa fee.’’, strike out the remain- 
der of the bill. 

PURPOSE OF THE BILL 


The purpose of this bill is to grant the status of permanent residence 
in the United States to Hildegard H. Nelson, the wife of a United 
States citizen serviceman. 

The bill has been amended to delete the quota charge, since the wife 
of a United States citizen enjoys nonquota status. 


GENERAL INFORMATION 


The pertinent facts in this case are contained in a letter, dated 
July 7, 1953, from the Commissioner, Immigration and Naturalization 
Service, to the chairman of the Committee on the Judiciary. The 
said letter, and accompanying memorandum, reads as follows: 

Juty 7, 1953. 
Hon. Coauncey W. REeExEp, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D. C. 


Dear Mr. CHarrMAN: In response to your request of the Department of 
Justice for a report relative to the bill (H. R. 733) for the relief of Hildegard H. 
Nelson, there is annexed a memorandum of information from the Immigration 
and Naturalization Service files concerning the beneficiary. 
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HILDEGARD H. NELSON 


The bill would grant the alien permanent residence in the United States 
payment of the required visa fee. It would also direct that one number }, 
deducted from the appropriate immigration quota. As the wife of a citizen of +) 
United States, the alien is entitled to nonquota status in the issuance of 
immigrant visa. 

The alien is subject to deportation on various grounds. If the commi 
determines to recommend the granting of permanent residence in the Unit, 
States to the alien, it is suggested that the bill be amended by deleting the seco 
sentence and substituting the following: 

“Upon the granting of permanent residence to such alien as provided in thjs 
Act, the Attorney General shall cancel any outstanding order or warrant for her 
deportation as well as the deportation proceeding heretofore instituted agains 
her. The said Hildegard H. Nelson shall not hereafter be subject to exclusion or 
deportation from the United States by reason of any facts known to the Di part- 
ment of Justice before the date of the enactment of this Act.” 

Sincerely, 


a 


ARGYLE R. Mackey, 
Commission: 


MEMORANDUM OF INFORMATION FROM IMMIGRATION AND NATURALIZATIO® 
SerRVICE FILES RE HitpeEGARD H. NELSON, BENEFICIARY OF H. R. 733 

Hildegard H. Nelson, a native and citizen of Germany, was born on November 
24, 1919. She entered the United States surreptitiously near Houlton, Main 
on November 20, 1951, aided by her husband, Richard Verne Nelson, a citize 
of the United States and a member of the United States Armed Forces. 

According to the record, the alien was arrested in Coblenz, Germany, during 
1939, on the charge of stealing a coat having an alleged value of about $8. Shy 
was convicted of theft and served a sentence of 10 days imprisonment. 

Richard V. Nelson was born on February 7, 1928, in Grand Rapids, Mict 
He and the alien were married in Germany on August 28, 1949. A petition for 
issuance of a nonquota immigration visa executed by him in behalf of his wif 
was approved by the Service on December 14, 1949. Because of the convictior 
against her, however, she was unable to obtain a visa from the American cons 
It appears that she entered Canada, and thereafter entered the United States as 
first above mentioned. On January 23, 1952, she was apprehended in Grand 
Rapids, Mich., where she was residing with her husband’s parents. Deportat 
proceedings were instituted on the grounds that she had entered the United Stat 
by land at a place otber than a designated port of entry, and that she was nm 
possession of the required immigration visa and passport at the time of entry 
These proceedings bave not been concluded. 

Since March 1, 1952, the alien has been residing in Battle Creek, Mich., 
her husband, who is stationed at Fort Custer, Mich., and who has permissio1 
live off the post. She is employed in the X-ray department of the Leila Post 
Hospital, Battle Creek, where she receives $130 a month. She has no relatives 
in the United States other than her husband. Her mother, 6 brothers, and 2 
sisters are residing in Germany. 

Representative Ford, the author of this bill, appeared before a 


subcommittee of the Committee on the Judiciary and recommended 

the enactment of his measure, submitting the following additional 

information: 

GRAND Raptips, Micu., January 10, 1952 

In re: Mrs. Hildegard H. Nelson. 

Congressman GeraALp R. Forp, Jr., 

House of Representatives, 

Washington, D. C. 


Dear Jerry: I wanted to keep you advised as to the status of affairs as they 
might progress on this end. The immigration agent, Mr. Alfred Peth, of Flint, 
came back yesterday for further work in this locality and brought with him the 
warrant that we had more or less expected for Mrs. Nelson’s arrest. Originally 
he had told me he would recommend that if a warrant would be issued, that sh¢ 
be left in either her father-in-law’s custody or in my custody without cash bail 
His home office, however, ruled otherwise and asked for bail of $500, and he is 
going to give us a couple weeks (until he returns again to Grand Rapids) within 
which to raise this bail for her. Sometime after that there will be a hearing be- 
fore another agent. From everything that I can see, he seems to be sympathetic 
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er. If Mr. Nelson hadn’t been quite so emotional, probably things could 
rked out more easily. 








f the hearing agent should hold against us, which I should expect him to do 
cause of his limited powers, then, as I understand, we should appeal to the 
ration Appeal Board at Washingtor That will hold up the machinery 
that office, I understand, there are some discretionary wel Mean- 

| think it would be in order and best for all concerned that the special bill 





ntroduced by you. Mr. Peth advises me that if such bill were introduced 
1, its pendeney would hold up the proceedings so far as any final order is 
rned. In other words, he is of the opinion that she would not be removed 





though we should lose on the administrative side, until the private bill was 

ined in Congress. As discussed with you here in Grand Rapids, we would 
happy to have you reintroduce this bill at this time 

mav further interest you. When Mr. Nelson was last my office he 

two interesting incidents in connection with her life As you | ‘ he 

vhat is known as an assistant to a chemist, or a lab technicia n Germany, 

{t one time in the early part of the war she was engaged to marry a German 

t and officer, who was not a Nazi. He was wounded over England and later 


] 


Her home was in Bavaria, and through her fiance she had obtained a posi 
Berlin as a lab technician in a chemical laboratory. She was! a Nazi 

self and refused to join the organization. Because of her refusal to join and 
me a Nazi, she was not in the favor of such organization and the Gov ment 

ne day the Gestapo came to her place and arrested her, sinee she 





vas not a Nazi she had no right to work as a lab technician, an y gave her 
opportunity of accepting some menial work under the direction of the Gestapo 
to go to jail. She refused to bow to their command. As a result she was 

rown 1n jail for 6 months. When she was released she returned to work as a 
technician. Sometime later again the Gestapo picked her up and told 

she had no business working as a lab technician, and again gave her 
hance to do menial work. She refused to accept the dictates of the Nazi organ- 
ation and again she was thrown in jail for 6 months. Still she insisted on her 
right to work where she wanted to work. 

She was working in Berlin when the Russians laid siege 
stayed in an apartment house. When the Russian soldiers came she feared for 
er safety, and in order to protect herself from the ravages of the Russian soldiers 
for 4 days she hid in the furnace of the apartment house, living on water and bread. 
She was there alone and did not leave the furnace during that time. When she 

ight they had calmed down she came out into the open. ' 

* She had certain ideals that she had thought through and was willing, 
seemingly, to stand by them through thick and thin. I think she would make a 
good citizen of Grand Rapids or wherever she might live in the true American 
stvle. 

! also learned another personal thing about this situation that you should know 
about. Following the fall of Berlin and occupation by the Russian and Allied 
soldiers, Mrs. Nelson went through the Russian lines into the Allied Zone and 
back to her old hometown, not far from the Czechoslovakian border. There 
she was given the position of a German Red Cross messenger or agent, and as 
such she was one of the few people having a perpetual pass to go through the 
\llied and Russian lines. She was permitted to go from Bavaria into Czecho- 
slovakia for drugs, medicines or chemicals used by the German Red Cross, 
Young Nelson, with other soldiers, patroled in that vicinity in jeeps. One day 
he and three other men, while patroling the line, got lost in the Russian Zone and 
was back in there about 2 miles, as Nelson told me. They were on a side road, 
when they saw a woman coming down the road, who turned out to be Mrs. Nelson. 
They asked her how to get back into the Allied Zone, and she said she was going 
that way and she would show them the way. It was through her directions that 
the four men got back. Her hometown happened to be on the road they were 
to take. It was on this occasion that Nelson first met her and later became 
better acquainted with her and married her. They were engaged for 1 year 
before they were married, which would indicate that it was not one of these over- 
night affairs, and is a marriage of previous planning and one of permanency. 

We all know that what Nelson did to get her to the United States was wrong. 
However, we also know that the United States Army had no questions about this 


} 
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to that city She 


girl, and did nothing to prohibit the marriage. They were married by the Army 
chaplain. She has done nothing wrong. She entrusted herself solely to Nelson, 


he American citizen. As a soldier he is taught initiative, and that if he is not 


given a way to accomplish things in the field of battle or elsewhere, that he then 
should find a way to accomplish his motives and objective in the Army. The 


















































4 HILDEGARD H. NELSON 


files indicate that at one time the Immigration Department O. K.’d a visa { 
woman, and then changed its mind for a very picayunishreason. Meanw 
has been married and his emotions are all stirred by the fact that the same G 


ment that O. K.’d his marriage was going to deny the right to him to ha ” l 
wife returned to his country His actions in getting her here may not be ju 

but they are explainable, as a human being. No jury under the sun would 

convict him, even thought he should have been accused rather than picking « S14 
The immigration officers would admit that. - 


If she should be denied the right to remain in the United States, then v. 
going to make of him, as I see it, not a proud citizen, but one who will always 
that the Government he swore to protect doublecrossed him, and he will 
happy for the rest of his life. Personally, and not as his attorney, I think 
blooded man would be otherwise. Personally, I think that if the facts of th 
can only be gotten across, there will be no opposition to the bill. I wish N 
could have been just not so emotional and so impulsive that it caused him { 
too quickly However, I know, as you know, that when he came into the | 
States from Canada, and with her, willing to wade through the water and \ 
up to their hips, in cold weather such that her own feet became frozen and 1 
so that they rubbed her feet with snow to keep them from becoming perma: 
injured, it was more than ordinary emotions that drove him to do that whi 
precipitated the present situation. 

[ know you are going to do everything you can for these people because you 
been interested in them before I was brought in. I also know that you fee 
need of congressional relief because of statutory and administrative harsh 
If my presence in Washington before a committee or otherwise should be need 
or deemed advisable, and you so recommend it, I will take the time to cor 
Washington to present these people’s case. I know that you people can di I 
excellent job of it, but I just offer my services for whatever I can do for thi c 
They would be willing that I take this trip. However, you know the local gr 
there, and I will abide by your good judgment. 

Jerry, this letter has been long, and I know you are a busy man, but like you | 
am moved by the facts and I will do all I can to move earthly things to keep t! 
two young people united on American soil. 

Sincerely yours, 





Louis GRETTENBERGER, 
Altorney at la 





io 
HEADQUARTERS, Fort CAMPBELL, pe 
OrrIcE OF THE Srarr JuDGE ADVOCATE, se 
Fort Campbell, Ky., September 27, 195 
BuREAU OF IMMIGRATION AND NATURALIZATION, 
Washington, D. C. 
GENTLEMEN: I respectfully request your consideration and assistance in grat 
ing a nonquota visa to Mrs. Hildegard Herrmann Nelson, the wife of a soldi 
tichard Verne Nelson, presently assigned to this command. 
The soldier was lawfully married to his present wife on August 28, 1949 
Coburg, Germany, by a United States Army chaplain and a copy of this marrias 
certificate is before me at the present time. 
There is evidence in the letter attached as enclosure 1 that the consul at Muni 
was prepared to issue this visa in 1949 and was prepared to give favorable co | 


sideration to Mrs. Nelson’s application with the knowledge that she was co 
victed of a theft, since the theft involved was of a petty nature and committ 
during the applicant’s minority. 

Subsequent to this the soldier hes experienced great difficulty in his efforts 1 I 
obtain a visa for his wife, the present consul general making an apparently unfavo! f 
able administrative ruling in this case. 

The soldier was advised before leaving Germany at the office of the consu ( 
general at Munich that a visa would be issued if someone in Washington would | 
indicate approval. 

There is no question that a long separation of this soldier from his wife 
causing hardship both financial and otherwise to both the soldier and his wife. 

There appears to be nothing in the way of the issuance of this visa other tha 
an administrative determination in your office or in the appropriate office of th: 

State Department. 
Any assistance you can render in this case will be greatly appreciated. 
Sincerely yours, 


Martin R. Haske.t, 
Captain, J AGC, Legal Assistance Officer 





HILDEGARD H. NELSON 


DEPARTMENT OF STATE, 
Washington, October 26, 1950. 
apt. Martin R. HASKELL, 
Headquarters, Fort Campbell, 
Office of the Staff Judge Advocate, 
Fort Campbell, Ky. 


Sin: Reference is made to your letter of September 27, 1950, with enclosures, 

neerning the case of Mrs. Hildegard H. Nelson, the wife of Pvt. Richard Verne 
Nelson, whom the latter desires to bring to this country from Germany. 

[he files of the Department disclose that Mrs. Nelson is the beneficiary of 
petition No. VP 421743 which was transmitted by this Department to the Ameri- 
ean consulate general at Munich on December 14, 1949, with authorization to 
grant her nonquota status in the issuance of an immigration visa. Before such a 
visa could be issued to Mrs. Nelson it was necessary for her to establish to the 
gatisfaction of the examining consular officer that she is admissible into the 
United States under the immigration laws and regulations. 

With reference to the statement in the letter from the consulate general dated 

14, 1949, a copy of which was enclosed with your letter under acknowledg- 
the consular officer based his statements on the belief that the offense of 
Mrs. Nelson was convicted was a minor one and that she was convicted 

, juvenile court. At that time there was a possibility that the case had been 

ird before a children’s court and that it might be held that the crime did not 

ve moral turpitude. However, it was later established that Mrs. Nelson 

; convicted by the district court at Koblenz of theft and received a prison 

tence. In a communication dated July 5, 1950, from the consulate general it 

stated that Private Nelson had known for several months that the letter of 
14, 1949, was incorrect. 

Section 3 of the Immigration Act of February 5, 1917, as amended, excludes 

admission into the United States persons who have been convicted of, or 

» admit having committed, a felony or other crime or misdemeanor involving 

ral turpitude. As theft has been held to constitute an offense involving moral 

yitude the responsible consular officer at Munich was obliged to withhold an 
igration visa from Mrs. Nelson. 

On June 21, 1950, Private Nelson called at the Visa Division of the Department 

connection with his wife’s case and at that time he was informed in detail of 
the excluding provisions of the law which pertained to Mrs. Nelson’s case. He 
asked if anything could be done to effect his wife’s entry into this country and he 
was told that the only way in which her admission into the United States could be 
effected would be through the enactment of special legislation on her behalf by 
t Congress. 

Very truly yours, 
H. J. L’Hevcrevx, 


Chief, \isa Division. 


DEPARTMENT OF JUSTICE, 
IMMIGRATION AND NATURALIZATION SERVICE, 
Washington, D. C., December 14, 1949. 


Visa petition No. V P—421743 
i PXU 


VP and PX 
Pfe. RicHARD VERNE NELSON, 
“D” Tp. 15th Const. Sq., APO 114-1, care of Postmaster, New York, N. Y. 

Dear Str: Your petition for issuance of immigration visa has been approved 
by this Service and forwarded to the Department of State for transmission to the 
appropriate American consul. The actual issuance of visas is a function of 
(merican consular officers who serve under the Visa Division of the Department 
of State. It is suggested that the prospective immigrant or immigrants com- 

unicate with the American consul to whom application(s) for visa will be made 
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for the purpose of ascertaining what further action will be necessary and { 
approximate period of time which will elapse before a visa may be issued. 
Birth and marriage certificates are returned. 
Sincerelx yours, 


Assistant Commissioner, Adjudications Divisior 
A certified true copy: 
Martin R. HaskeEL.t, 
Captain, J AG( 


Upon consideration of all the facts in this case, the committee is of 
the opinion that H. R. 733, as amended, should be enacted and 
accordingly recommends that the bill do pass. 
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“MR. AND MRS. ZYGMUNT SOWINSKI 
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A a 


7, 1954.—Committed to the Committee of the Whole House a 


to be printed 


GRAHAM, from the Committee on the Judiciary, submitted the 
following 


REPORT 
accompany H. R. 944 


The Committee on the Judiciary, to whom was referred the bill 
H. R. 944) for the relief of Mr. and Mrs. Lyguim Sowinski, having 
considered the same, report favorably thereon with amendments and 
ecommend that the bill do pass. 

The amendments are as follows: 

On page 1, lines 3 and 4, strike out the words “immigration and 
naturalization laws’? and substitute “Immigration and Nationality 
Act”’. 

On page 1, line 4, strike out the name “Lyguim”’ and substitute 
‘Zvemunt’’. 

On page 1, line 8, strike out the words ‘‘and head taxes’’. 

On pages 1 and 2, beginning on page 1, line 11, after the words ‘“‘two 
numbers from the”’ strike out the remainder of the bill and substitute 
the words “appropriate quota for the first year that such quota is 
ivailable.”’ 

(mend the title so as to read: 


\ bill for the relief of Mr. and Mrs. Zygmunt Sowi 
PURPOSE OF THE BILL 


The purpose of this bill, as amended, is to grant the status of ver- 
manent residence in the United States to Mr. Lyguim Sowinski and 
his wife, Mrs. Irene Sowinski, who are natives of Poland. The bill 
also provides for the payment of the required visa fees and for the 
appropriate quota deductions. 

The bill has been amended to conform with the language of the 
Immigration and Nationality Act. 
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GENERAL INFORMATION 


The pertinent facts in this case are contained in a letter, dat 
September 1, 1953, from the Commissioner, Immigration and Nat 
ralization Service, to the chairman, Committee on the Judik 
The said letter, and accompanying memorandum, reads as follows 


DEPARTMENT OF JUSTICI 
IMMIGRATION AND NATURALIZATION SERVICi 
Ny pte mabe / 
Hon. Cuauncry W. Reep 
Chairmar Committee on the Judiciar 


House of Representatives, Washington >. € 


Dear Mr. CuarrmMan: In response to your request of the Departin 
Justice for a report relative to the bill (H. R. 944) for the relief of Mr. | 
Sowinski and Mrs. [rene Sowinski, there is annexed a memorandum of informa 
from the Immigration and Naturalization Service files concerning the benefi 

The bill would grant the beneficiaries permanent residence in the United § 
upon the payment of the required visa fees and head taxes. It would also dire: 
two numbers be deducted from the number of displaced persons who shall 
granted the status of permanent residence pursuant to section 4 of the Displa 
Persons Act, as amended. It should be noted that the Immigration and Nat 
ality Act does not require the payment of a head tax 

Mr. and Mrs. Sowinski are chargeable to the quota of Poland, which is « 
subscribed for nonpreference applicants. However, they may be able to qua 
for preferences under section 203 (a) (1) of the Immigration and Nationality A 
by reason of Mr. Sowinski’s specialized experience or exceptional ability as a 
painter of miniature pictures. 

Sincerely, 


A. R. Mackey, Commissio 


\IEMORANDUM OF INFORMATION FROM IMMIGRATION AND NATURALIZAT! 
Service Fires RE Mr. Lycuim Sowinskt AND Mrs. IRENE Sowtnskyi, Bt 
FICIARIES or H. R. 944 


The male beneficiary testified that his correct name is Zygmunt Sowa Sow 


He is known professionally as Zygmunt Sowa. He and his wife, Irene Sowins 
are natives and citizens of Poland Mr. Sowinski was born on July 27, 1908 


and his wife, on September 1, 1919. They were married in Poland in April 1942 
Arriving at the port of New York, N. Y., from Brazil, in which country they had 
previously resided as immigrants, they were admitted to the United States 
March 22, 1948, as visitors until September 21,1948. They subsequently receive 
an extension of stay until January 9, 1949 

In November 1948 they submitted applications for adjustment of their imn 
‘ration status under the Displaced Persons Act of 1948. These applicatior 
were denied on August 24, 1951, for the reason that no showing was made that 
they were unable to return to Brazil, the country of their last residence. De 
portation proceedings were subsequently instituted and their deportation was 
ordered on the ground that, after admission as visitors, they had remained longer 
than permitted. On February 25, 1953, the Board of Immigration Appeals 
granted them the privilege of departing voluntarily from the United States | 
they have not availed themselves of this privilege 

Mr. Sowinski is reputed to be a skilled painter of miniatures. He and Mrs 
Sowinski have resided in New York City since their arrival in the United States 
but they have traveled to other cities in eonnection with Mr. Sowinski’s activities 
as a miniaturist 

Mr. Sowinski lived in Poland from the time of his birth until December 1944 
He received a high school education and then spent 5 vears attending academies of 
art. He was a lieutenant in the Polish Army when it was demobilized after th 
Germans occupied Poland during World War II. He claimed that he was activ: 
in the Polish underground movement and was of assistance to a large number of 
persons through his ability to counterfeit passports and visas. When the German 
Army withdrew from Poland, Mr. and Mrs. Sowinski were removed to Austria 
by an officer who desired to have his portrait painted. Subsequently thev lived i: 
France and Spain until November 1946, when they departed for Brazil in posses- 
sion of immigration visas entitling them to establish permanent residence in that 
country. Mr. Sowinski’s parents are deceased. He has a married sister residir 
in Poland. 
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Sowinski left Poland for France during 
ountry until 1937 when she returned to Pol 
h-school education in France ked 
to Mr. Sowinski in 1942 

deceased and she has no near relatives residing in 

beneficiaries have no near rel: ni 

{ approximately $10,000 in 1952. His wife recently ob 
retarv and earns $40 a week. They have $5,000 in a 


swproximately the same amount invest« dis tocks ; 


ear 


She 


Thereafter she accompanied 


Ss are 
itives in the I 


\lr. Sieminski, the author of this bill. appeared before a subcon 
mittee of the Committee on the Judiciary and testified in support of 
ius measure. 

In addition, Mr. Sieminski submitted the following letters in support 


if this bill: 


NcEY W. REED 
man, Committee on the Ju 
Tlouse of Re prese ntatives 
Dear Mr. CHAIRMAN: I wish to acquaint you wit LV persona 
he subject of H. R. 944 (for the relief of Mr. Zyg Sowinski 
e Sowinski), that I introduced on January 3, 1953, an ferr 
mittee on the Judiciary. 
ir. Zvgmunt Sowinski was born at Lodz, Poland, on July 27, 1908 
e Sowinski was born at Sielce, Poland, on September 1, 1919 
When Poland was attacked by Germany, Mr. Sowinski entered active 
e in Poland After Poland was overrun, he returned to Warsaw ar 
active member of the Polish underground movement With the assistance 
the American troops, he and his wife were able to escape into France and 
ere finally made their way to Brazil 
On March 27, 1948, they arrived in New York on the steamship 
vere admitted as temporary visitors for a period of 6 months Shortl 
ufter, Congress passed the Displaced Persons Act and they applied for relief ther 
ler. The case then was left pending in New York and their file number 
1300-258435 (Mr. Liguim Sowinski) and 0300—-256944 (Mrs. Helen Sow 
They had their hearing and, as I understand the picture now, their applicatior 
r relief under the Displaced Persons Act was denied because 
der the act, inasmuch as they had been granted permission to liv: 
Mr. Sowinski is a miniature portrait painter of European renow1 
work are contained in vour file. I am sure you will join with m« 
lging the talent of Mr. Sowinski In addition, Mr. and Mrs. Sowi 
ely couple, typical of those European peoples that America has alws 
I am enclosing for vour information a lteter I received from Rev 
Wvyecislo, who is the assistant executive director of the war relief servic 
National Catholic Welfare Conference, that is self-explanator 
I am pleased to learn that the committee is acting upon H. R. 944 
ope this bill will be reported favorably. May I inform you that 
sitancy in saying that these are morally responsible people of a hi 
vill make their contribution for a stronger America I ear 
m to vou for your most favorable consideration 
\ssurances of my high esteem and my warmest persona 
Cordialls 


thev wer 


\LFRED 


War RELIEF SERVICES—NATIONAL CATHOLIC WELFARE CONFEREN 
Ne Yo 1,N. Y., Ma 
Hon. A. D. SreMINSsKI, 
House of Representatives, Washingtor pt 

My Drar CONGRESSMAN SIEeMINSKI!: I tried to get you on the tele] 
regard to the case of Mr. Zygmunt (Sowa) Sowinski, in order to be sur 
vas proceeding in the right direction because of our sincere desire to help t! 
His Eminence, Cardinal Spellman, is personally interested in the case. 
attached, a copy of our letter to the Board of Special Avpeals 
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May we add our own request to you, Congressman, since I know that you y 
want to do what you can to help this very deserving couple. If there is anything 
that we should do to assist you, please do not hesitate to call upon us. In any 
case, if you wish to have someone at hand in Washington to work with, Mr 
Bruce M. Mohler, Director of our NCWC bureau of immigration, 1312 Massa. 
chusetts Avenue NW, is familiar with the case. 

With kind regards and every best wish, Iam 

Sincerely yours, 
Atoysivus J. Wycis.o, 
Assistant Executive Director 


Upon consideration of all the facts in this case, the committee is of 
the opinion that H. R. 944, as amended, should be enacted and 
accordingly recommends that the bill do pass. 
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830 Coneress (| HOUSE OF REPRESENTATIVES ReportT 
Id Session \ ] No. 1495 


MRS. SUHULA ADATA 


V7 


WLIBRAR’ 


Aprit 7, 1954.— Committed to the Committee of the Whole House and ordered 
to be printed 


Mr. Granam, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany H, R, 1115] 


The Committee on the Judiciary, to whom was referred the bill 
(H. R. 1115) for the relief of Mrs. Suhula Adata, having considered 
the same, report favorably thereon with amendments and recommend 
that the bill do pass. 

The amendments are as follows: 

On page 1, lines 3 and 4, strike out “immigration and naturaliza- 
tion laws” and substitute “Immigration and Nationality Act”’. 

On page 1, line 5, strike out the last word “lawful’’ and substitute 
“permanent”. 

On page 1, line 7, strike out the words “and head tax’’. 


PURPOSE OF THE BILL 


The purpose of this bill, as amended, is to grant the status of per- 
manent residence in the United States to Mrs. Suhula Adata. The 
bill also provides for the payment of the required visa fee and for 
the appropriate quota deduction. 

The bill has been amended to conform with the language of the 
Immigration and Nationality Act. 


GENERAL INFORMATION 


The pertinent facts in this case are contained in a letter dated 
July 13, 1953, from the Commissioner, Immigration and Naturaliza- 
tion Service, to the chairman, Committee on the Judiciary. The 
said letter, and accompanying memorandum, reads as follows: 
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DEPARTMENT OF JUSTICE, 
IMMIGRATION AND NATURALIZATION SERVICE, 
July 13, 195 
Hon. Cuauncey W. ReEeEp, ; 
Chairman, Committee on the Judiciary, File 
House of Representatives, Washington, D. C. 


Dear Mr, CuatrMaN: In response to your request of the Department of Justice 
for a report relative to the bill (H. R. 1115) for the relief of Mrs. Suhula Ad ita DEA 
there is annexed a memorandum of information from the Immigration and Natta] entert 
ization Service files concerning the beneficiary. According to the records of th, that 
Service, the correct spelling of the alien’s surname is Adato. 

The bill is apparently intended to grant the alien permanent residence ii 


United States upon payment of the required visa fee and head tax. It would also lid ne 
direct that one number be deducted from the appropriate immigration quota the U1 
rhe Immigration and Nationality Act does not require the payment of a head You 


tax. It should be noted that the last word on line 5 of the bill is “lawful’’ al- the 
though the word ‘‘permanent’’ was undoubtedly intended. 
The alien is chargeable to the quota for Turkey, which is oversubscribed 
Sincerely, 
AreyLe R. Mackey, 
Commissioner 


MEMORANDUM OF INFORMATION FROM IMMIGRATION AND NATURALIZATION 1 a 
Servicet Fires Re Mrs. Sunvuta ApaTA (ADATO), BENEFICIARY OF H. R. 1115 49 


Suhula Adato, a native and citizen of Turkey, was born on June 18, 1889 
She entered the United States at the port of New York on October 11, 1946, and 
was admitted as a visitor for 6 months. Her purpose in coming to the United 
States was to accompany her daughter, Matilda Adato (now Matilda Furmar 
who was admitted for treatment for paralysis of both legs. Extensions 
temporary stay were granted until May 1, 1952. 

In 1949 Mrs. Adato made application to adjust her immigration status under 
the provisions of section 4 of the Displaced Persons Act of 1948. However, t! 
application was denied because she failed to establish that she would be subjected 
to persecution upon her return to Turkey. 

Mrs. Adato is a widow. She has two sons in Turkey, and stated that since thi 
death of her husband in 1940, her older son has supported her. Her assets i: Re D 
the United States consist of a $3,000 joint account with her daughter Matilda, C 
a $500 Government bond, clothing valued at $200, and jewelry worth $200 
Matilda Furman was admitted tor permanent residence at Rouses Point, N. Y., 

01 April 26, 1953. 


Dy 
Mr. Fine, the author of this bill, recommended the enactment of ase | 
his measure and submitted the following documents in its support: o* 
New York 32, N. Y., March 17, 1954. Th 
Dear CoNGRESSMAN Fine: Enclosed you will find a copy of a letter my mother this 
(Mrs. Suhula Adato) received from the Department of Justice. Her time to stay her i 
in the States will run out August 31, 1954. It 
We thought it might be helpful for you to know this fact. Perhaps something with 
ean be done to expedite the hearing on the private bill which you introduced for 
her. 
It might also be of interest to. you to know that I am expecting a baby in 
October, when mother’s assistance in my handicapped situation will be imperative 
to me, 
Thank you again for all your valuable help. 
Most sincerely yours, To | 
MatitpaA FuRMAN. 1 
) 
of p: 
her s 
as & 
peer 
treal 
T 


assis 





MRS. SUHULA ADATA 


Unitrep States DEPARTMENT OF JUSTICE, 
IMMIGRATION AND NATURALIZATION SERVICE, 
Ellis Island, New York Harbor, N. Y., March 9, 1954. 
{6-434 822 T DDPB. 
, Apato BEHMOYRAN, 
Bronz, N. Y. 


.R Mapam: You have been previously informed that an order had been 
1 in your case directing that an order of deportation be not entered but 
ou be required to depart from the United States without expense to the 
i States Government within such period of time and under such conditions 
office deemed appropriate. It was further ordered, that in the event you 
t avail yourself of the privilege thus extended, that you be deported from 
nited States forthwith, pursuant the law. 
1 were also advised that as a result of a private bill having been introduced 
Congress in your behalf, the execution of the outstanding order in your 
ad been deferred, pending the outcome of the bill , 

.s now been directed that the period within which you mey volunterily 

without a warrent of deportation being issued eageinst you, hes been 
led to August 31, 1954. This period is subject to change if pdverse ection 
en by the Congress on the private legisletion which is now pending in your 

Furthermore, this authorizetion is subject to cencellation on 30 devs’ 

» if such action appears to be werranted. 

re requested to inform this office by telephone, Worth 4—1121, extension 
t least 5 days in edvence the dete, port, and manner in which you intend 
ve the United Stz,tes so that your departure may be witnessed by an officer 
s Service 2nd your egse closed. 

Very truly yours, 

Epw. J. SHAUGHNESSY, 
District Director, New York District. 
By A. J. SALTURELLI, 
Acting Chief, Deportation and Parole Section 


WiLuiAM BENHAM Snow, M. D., 
New York 32, N. Y., March 30, 1954 
Re Dr. Mathilda Adato Furman 
Congressman Sipney A. FINe, 
Judiciary Committee, House of Representatives, 
Washington, D. C. 
Dear Str: Dr. Adato has been under my care for rehabilitation from a severe 
ise of paraplegia with paralysis of the lower extremities. This has necessitated 
a series of surgical operations and a considerable amount of therapy with which 
has greatly improved. 
Though she is able to walk and carry out some medical duties, the burden of 
is work plus housekeeping is more than she can do alone. The presence of 
her mother has made it possible for her to have a more useful life 
It would be very desirable if possible that her mother be permitted to remain 
th her as long as possible. 
Sincerely yours, 


WiLuiAmM BENHAM Snow, M. D. 


LEo MAYER ORTHOPAEDIC GROUP, 
New York 23, N. a March 30, 1954. 
To Whom It May Concern: 
Dr. Matilda Adato has been under our care since December 13, 1946, because 
of paralysis and anesthesia of both lower extremities following an operation on 
er spinal cord at the age of 12. She has had multiple operative procedures and, 
as a result, is now able to walk limited distances with the aid of canes. She has 
been treated by us regularly up to the present time and wili continue to receive 
treatment, 
The patient is stiil severely disabled and her mother has been of tremendous 
assistance in enabling ber to carry out even the simplest necessary tasks. It is 
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strongly urged that nothing be done to remove the patient’s mother fron 
side since, if this occurred, the patient would be greatly handicapped. S3D 


WALLACE GREEN, M. [| 

Upon consideration of all the facts in this case, the committee js 

the opinion that H. R. 1115, as amended, should be enacted a, 
accordingly recommends that the bill do pass. 
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§3p Congress ({ HOUSE OF REPRESENTATIVES { REporrT 
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JAMES I. SMITH 


Aprit 7, 1954.—Committed to the Committee of the Whole House and ordered 
to be printed 


Miss THompson of Michigan, from the Committee on the Judiciary, 
submitted the following 


REPORT 
{To accompany H. R. 1673] 


The Committee on the Judiciary, to whom was referred the bill 
(H. R. 1673) for the relief of James I. Smith, having considered the 
same, report favorably thereon without amendment and recommend 
that the bill do pass. 

PURPOSE OF THE BILL 


The purpose of this bill is to waive one exclusion clause of our 
immigration laws, concerning the commission of a crime involving 
moral turpitude, in behalf of the husband of a citizen of the United 
States. 

GENERAL INFORMATION 


The pertinent facts in this case are contained in a letter dated July 
30, 1953, from the Acting Commissioner, Immigration and Naturaliza- 
tion Service, to the chairman of the Committee on the Judiciary. 
The said letter, and accompanying memorandum, reads as follows: 


DEPARTMENT OF JuUSTI 
\ 


IMMIGRATION AND NATURALIZATION SERV 
Jul 
Hon. CHauncey W. REeEp, 
Chairman, Committee on the Judiciary, 
House of Rep ese ntalives, Washingtor ; D C 

Dear Mr. CuairMaAN: In response to your request of the Department of Jus- 
tice for a, report relz,tive to the bill (H. R. 1673) for the relief of Jzmes 1. Smith, 
there is pnnexed 2, memore,ndum of informstion from the Immigre.tion and Naturel- 
iz tion Service files concerning the beneficiz.ry. 

The bill would exempt the elien from the provisions of section 212 (2 9) of 
the Immigrsttion and Netionslity Act, which exclude from edmission to the 
United Stzs.tes aliens who heve been convicted of crimes involving more turpitude. 

Sincerely, 
; B. G. HaBBEerTon, 
Actir J C'ommissioner 
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2 JAMES I. SMITH 


MEMORANDUM oF INFORMATION FROM IMMIGRATION AND NATURALIZATIOx 
SERVICE Fires Re James I, Smiru, Benericiary or H. R. 1673 


James Irvin Smith, a citizen of Canada, was born in Greenwood, British 
Columbia, Canada, on December 10, 1925. He last entered the United States 
at Port Huron, Mich., about June 18, 1951, when he was admitted as a visitor 
upon his exhibiting a pass from the Canadian Air Force. Information was sy}. 
sequently received from the Canadian authorities that he had absented himself 
without leave from his post of duty on that date. The alien was apprehended 
in Dearborn, Mich., on March 21, 1952, and, on March 26, 1952, was granted the 
privilege of departing voluntarily to Canada. He has since resided in Canada 

The alien testified that he had previously resided in the United States from 
1938 to 1940, and also that he had frequently visited this country while he was 4 
resident of Canada. On August 24, 1951, he was married in Dearborn, Mich. 
to Gloria Lynch, a native-born citizen of the United States. A son was born of 
this marriage on February 25, 1953, at Detroit, Mich. 

Mrs. Smith was a licensed airplane pilot and served as a flight instructor with 
the Civil Air Patrol at Detroit, Mich., from 1943 to 1946. On August 28, 1949. 
while engaged in an airshow at Flint, Mich., she was seriously injured in an air- 
plane crash. Her left leg was amputated below the knee and her right leg is 
injured above the ankle, so that she is unable to get around except on crutches, 
She stated that she is entirely dependent on her husband for her support and that 
of her child. 

The alien has been employed at the Gotfredson Co., Ltd., Windsor, Canada, 
since November 28, 1952. He is employed as an assembler at wages of $1.55 an 
hour. He rents a cottage on the outskirts of Windsor where his wife visits him 
on weekends. 

Certified copies of court records have been received showing that the alien was 
convicted in British Columbia, Canada, as follows: 

August 31, 1946, sentenced to imprisonment for 3 months for the theft of 2 
suitcases and their contents. 

May 10, 1947, sentenced to imprisonment for the period that he had already 
been in custody and to pay a fine of $25, or to serve an additional period of 30 
days, for unlawfully retaining in his possession stolen goods of the value of over 
$25, knowing same to have been stolen. 

October 27, 1947, sentenced to imprisonment for 1 month for the theft of 1 pair 
of chaps, under the value of $25. 

November 8, 1948, sentenced to imprisonment for 6 months for the theft of a 
saddle valued in excess of $25. 





Mr. Lesinski, the author of this bill, appeared before a subcom- 
mittee of the Committee on the Judiciary and recommended the 
enactment of this measure, submitting the following letters in support 


of the bill: 


LITTLEFIELD BOULEVARD UNITED PResBYTERIAN CHURCH, 
Dearborn, Mich., February 13, 1958. 
Hon. JoHn LesInkI, 
House of Representatives Office Building, 
Washington, D. C. 

DeaR CoNnGRESSMAN LeEsINSKI: It has come to my attention that a bill has 
been presented in Congress which would permit James Smith to enter the United 
States from Canada. 

I am very familiar with this situation. In fact I married Mr. and Mrs. Smith 
I feel that the circumstances are extraordinary on account of the health of Mrs 
Smith. It is quite important that she be near her family and near the physician 
who has cared for her since a very serious plane accident some years ago. 

I have every reason to believe that Mr. Smith is sincere in his desire to be a 
good husband and provider and that if permitted to enter the United States 
would be a good citizen. 

Anything you can do to help Mr. Smith will be much appreciated. 

Very truly yours, 


SamvueE.t C. Wetr, Minister. 
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JAMES I. SMITH 











Detroit, MIcu., 





February 12, 1953. 
Hon. JoHN LESINSKI, 
House Office Building, 
Washington, D. C. 

Dear Srr: I em writing you in reg-rd to Jemes I: Smith, » Cenedie.n boy who 
is trving to gsin edmittrnce to the United Sts.tes in order to be with his wife. 
The letter, Glories, Lynch Smith, is expecting a bs.by within the next 2 weeks. 
| hyve known her since her birth ss I ws Glorie,’s mother’s obstetricie.n. 

Glorig, wes 2, well-known »,vis.trix who lost one leg end severely demeged the 
other in en eirplsne secident in August 1949. I do not know the boy, but the 
Lynch femily is honest, industrious g.nd sincere. Their persons investigs.tion of 
Jemes Smith m:,kes them feel ths,t in spite of ». misstep he is very willing to make 
nds end hes proved himself worthy of their confidence 
4 hope thet something es.n be done fevors.bly in this cxse. 

Very respectfully yours, 





Howarp C. Watser, M. D. 





CurcaGo, ILu., February 20, 1958. 
Hon. JouN LesrINnskI, 
House of Representatives, Washington, D. C. 

HONORABLE SiR: This letter isin reference to Jimmy Smith, a formeremployee, 
whom we understand you are kindly assisting in getting permission for his return 
to the United States. 

The young man worked for us for approximately a year. He is honest, indus- 
trious, and dependable, and has all of the qualifications for the highest type of 
citizenship. We regretted losing him as an employee and would be more than 
happy to reemploy him upon his return to this country. 

Thanking you for all of your efforts in his behalf, we remain, 

Very truly yours, 
HaMuerR Inpusrtrries, INc., 
E. B. McGurre, President. 











Detroit, Micu., February 19, 1953. 
tepresentative Jonn Lestnsk1, 
House Office, Congress, Washington 25, D. C. 

Dear Str: I am writing in behalf of James Smith, husband of Gloria Lynch 
Smith of 916 North York Avenue, Dearborn, Mich. Mr. Smith, a Canadian 
citizen, desires to be admitted to the United States to join bis wife and establish 
a normal home and to enjoy normal homelife in the United States. Mrs. Gloria 
Lynch Smith, who was severely injured in an airplane accident 3 years ago, finds 
it necessary to remain in this area for treatment by bone specialists who are 
conversant with her case. She is still undergoing rehabilitation as a result of 
the accident and subsequent amputation. 

Mr. Smith is known as a willing and ambitious worker, a good husband, and 
a potentially desirable citizen. My personal interest in this case originates in 
my close association with Mrs. Smith and her family during her aviation career, 

[ shall personally appreciate any assistance you may be able to render this young 
couple who are soon to become parents, 

Respectfully yours, 
E. T. Peasopy, Director, Air Transport Section, 


The committee files also contain the following letter in support of 

this bill: 
DEARBORN, MiIcu. 
Hon. Francis E. Water, 
House of Representatives, 
Washington, D. C. 

Dear Mr. Wa rer: A private bill, H. R. 1673, has been introduced in behalf 
of my husband. This bill was introduced in the last session of Congress but the 
final report was not completed until after Congress had adjourned. Congressman 
John Lesinski, 16th District in Michigan, has reintroduced the bill in this session 
and he has informed me that all of the reports and investigations are now in the 
hands of your committee. 

Congressman Lesinski is unable to assure me when the committee will act on 
this bill or if any action will be taken at all this session of Congress. ‘The Attor- 
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ney General’s Office saw fit to issue a border crossing permit to my husband on ¢ Q3n 
same evidence that your committee is now in possession of. 1 will not go jnti I] 
detail in this letter concerning my husband’s case as I have been assured that ' 
have all the necessary information, 

Rev. S. C. Weir, who officiated at our wedding, informed us that on his reece; 
visit to Washington for the opening ceremonies of Congress, that he had talked 
with you concerning Jim’s case and he seemed certain that early action would be 
taken on the bill. 

All I went is sn enswer—if the committee is swrmped with work and 1 
husbe,nd’s bill must weit its turn snd you find it impossible to sect on sym adi 
this session of Congress plesse let me know. It is r.ther sn s,wkw..rd situ ,t 
for mvself end our son s,s we sre both Americesn citizens nd mv husband, who 
a Cene.dipn, is not ellowed to reside with us in the United St tes As you 
prob: bly know, | 2m till under ; do tor’s e.re £! d will he for quite some tir 
to come end thet meskes it very difficult es I hsve to keep postponing pl | 
stert weering en ertificis. limb. APR 

I hope you will keep in mind the following fects when considering my | 
cese. Hed the crimes for which he w:.s convicted h:ppened in the United St 
a perdon would be quite es.sily obtsined from any sheriff or h:.d the crime occu 
before his 16th birthds.v he would be eligible for sdmission uvder the MeC:,rr 
Welter Immigrs.tion Act ss more then 5 yeors he.ve el ,psed since the time of 
conviction, Under British l.w ¢, ps.rdon is impossible to obt:.in snd th:.t is why Mr 
we are pinning sll our hopes on the decision of your committee 

Our whole future is in your honds ¢.nd we sincerely hope you will do your 
to help us. Our question ¢,t this moment is will the United St tes gin « usef 
citizen end 2, future hsppy f:.mily or will my son end I[ he,ve to surrender our n 
cherished possesslo! our American citizenship. 

Very sincerely, I rems.in, 


Guorta PaTRicia SMITH 
Mrs. Jevnes I. Smith 


Upon consideration of all the facts in this case, the committee is 
of the opinion that H. R. 1673 should be enacted and accordingly H 
recommends that the bill do pass. saul 
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SUGAKO NAKAT 


(prin 7, 1954.—Committed to the Committee ‘of the}]WholeJHouse and ordered 
to be printed 


Mr. Watter, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany H. R. 1762] 


The Committee on the Judiciary, to whom was referred the bill 
H. R. 1762) for the relief of Sugako Nakai, having considered the 
same, report favorably thereon with amendment and recommend 
that the bill as amended do pass. 

The amendment is as follows: 

On page 2, line 5, strike out ‘241 and 242” and substitute “242 
and 243”’, 


PURPOSE OF THE BILL 


The purpose of this bill, as amended, is to facilitate the admission 
nto the United States of Sugako Nakai, the Japanese fiance of an 
honorably discharged United States citizen veteran 

The bill has been amended to correct an error in drafting. 


GENERAL INFORMATION 


The pertinent facts in this case are contained in a letter from the 
Acting Commissioner, Immigration and Naturalization Service, dated 
August 25, 1953, to the chairman of the Committee on the Judiciary. 
The said letter and accompanying memorandum reads as follows: 


DEPARTMENT OF JUSTICE, 
IMMIGRATION AND NATURALIZATION SERVICE, 
Auqust 25, 1953 
Hon. Caoauncey W. Resp, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D. C. 

Dear Mr. Cuarrman: In response to your request of the Deps.rtment of Justice 
for e, report relative to the bill (H. R. 1762) for the relief of Sugr.ko Ne.k2i, there is 
nnexed g, memorendum of informetion from the Immigre.tion end Neturelizetion 
Service files concerning the beneficiary. 
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Tl bill would provide for the admission of the beneficiary to the United Stat 
28 a visitor for a period of 3 months for the purpose of marriage to her Unite; 
States citizen hance If the contempl; ted marriage te.kes pl: ce and peavment 
made of the required visa fee, the beneficiary would be granted permanent res 
dence in the United States In the event the marriage does not occur, the 
would require her departure or deportation from the United States 

~ erTreLy 7 


B. G. HARRERTON 


Acting Commiss 


MEMORANDUM OF INFORMATION FROM IMMIGRATION AND NATURALIZATION 
SERVICE Fines Re Sucako Nakar, BeNeEFIcriARY oF H. R. 1762 


Information concerning the beneficiary of the bill was received from her fia 








George Lofton O'Neill, who resides at route 2, Gilroy, Calif. 

Sugako Nakai, a native and citizen of Japan, was born on February 24, 1930 
She always resided in Japan 

rhe alien was graduated from high school in Japan. She lives with her pa 
and is emploved by her father lis oe upation was not stated. The alien has 


never been married 

George Lofton O’ Neill was born in Brownwood, Tex., on June 6, 1927. He 
enlisted in the United States Army on November 22, 1949, and was a sergeant 
at the time of his discharge on December 9, 1952. He served in Korea from 
\ugust 11, 1950, to September 6, 1950, and was hospitalized in Japan thereafter 
until November 25, 1950. He continued to be stationed in Japan until 
return to the United States in November 1952. 
He is « mpl »ved by the Gilroy Storage Co, in Gilroy, Calif., at wages of $1.75 an 
hour. He has no savings 





Mr. Gubser, the author of this bill, appeared before a subcommittee 
of the Committee on the Judiciary and testified in support of his 
measure as follows 


STATEMENT OF REPRESENTATIVE CHARLES 8S. GUBSER BEFORE THE SUBCOMMITTEE 
ON IMMIGRATION AND NATURALIZATION 


During 1951 my constituent, Mr. George Lofton O’ Neill, was in the service of 
the United States Army in Japan. On December 10, 1951, he married Miss 
Sugako Nakai at Osaka, Japan, in a church ceremony performed by the minister, 
Samada Sakai. This marriage was not recognized by the Japanese authorities 
or the Army authorities 

Before leaving Japan Mr. O'Neill attempted to obtain papers to legalize 
marriage. He applied for the papers on August 6, 1952. The Central Intelligences 
Division papers were received about August 23, 1952, and the Japanese polic« 
report was received about the same date. Miss Nakai’s hospital physical was 
applied for September 2, 1952, and returned November 16, 1952. In the mean- 
time on November 15, 1952, O’Neill had received orders to ship back to the 
United States He requested deferment of these return orders through the 
Inspector General on November 15, 1952, but his request was denied. If his 
stay could have been extended for approximately 15 days, a legal marriage could 
ive been performed 
I have received letters directly from Miss Nakai indicating to me that she is a 
sincere person and truly wishes to rejoin her husband here in the United States 

In view of the foregoing circumstances, I introduced H. R. 1762 for the relief 
of Miss Nakai. It is my sincere hope that the committee will find it possible to 
consider this bill favorably 





CHARLES 8S. GUBSER, 
Member of Congress 


Upon consideration of all the facts in this case, the committee is of 
the opinion that H. R. 1762, as amended, should be enacted and 
accordingly recommends that the bill do pass. 
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CLAIREJLOUISE CAREY AND VINCENT f 


Mr. Hypr, from the Committee on 


following 


REPORT 


R. 1768 


The Committee on the Judiciary, to whom was referred the bill 
(H. R. 1768) for the relief of Claire Louise Carey and Vincent F. Carey, 
having considered the same, report favorably thereon without amend- 


ment and recommend that the bill do pass. 
PURPOSE OF THE BILI 


The purpose of this bill is to grant the status of permanent resi- 
dence in the United States to Claire Louise Carey and Vincent F 
Carey, natives and citizens of Australia. The bill also provides for 
the payment of the required visa fees and for the appropriate quota 
deductions, as well as tor the posting of a suitable bond to insure that 
the beneficiaries of this bill will not become public charges 


GENERAL INFORMATION 


Certain pertinent facts in this case are contained in the following 
letter from the Commissioner, Immigration, and Naturalization 
Service, to the chairman of the Committee on the Judiciary: 


DEPARTMENT OF JUSTICE, 
IMMIGRATION AND NATURALIZATION SERVICE, 


Hon. CHauncey W. REEp, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D. ( 

Dear Mr. CHArRMAN: In response to vour request of the Department of Justice 
for a report relative to the bill (H. R. 1768) for the relief of Claire Louise Carey 
and Vincent F. Carey, there is annexed a memorandum of information from the 
Immigration and Naturalization Service files concerning the beneficiaries. 


42007 
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The bill would grant the alien children permanent residence in the United State 
upon payment of the required visa fees, and would provide that two numbers | 
deducted from the appropriate immigration quota. It would also provide tha 
a bond be deposited as prescribed by section 213 of the Immigration and Na 
tionality Act, to guarantee that the aliens will not become public charges 

The quota for Australia, to which the aliens are chargeable, is oversubscri}y 

Sincerely, 
ARGYLE R. Mackey 


Commissi: 


MEMORANDUM OF INFORMATION FROM IMMIGRATION AND NATURALIZz 
Service Fires Re Criarre Louise CAREY AND VINCENT F. Carey, BEN} 
ARIES OF H. R. 1768 


The aliens are natives and citizens of Australia. The girl was born on Apri! |+ 
1945, and the boy on August 8, 1946. They were adopted in the Supreme ( 
of New South Wales, Austrialia, by Vincent Francis Carey, a native and citi 
Australia, by Dorothy Hamilton Carey, a native-born citizen of the United st 
The adoptive parents were married in Australia in 1945. The children ar 
related to each other except by adoption. The girl, born Leean June Clark: 
adopted on August 3, 1945, and the boy, born Allan Rex Keelan, was adopt 
September 27, 1946. The children were brought to the United States by eir 
adoptive mother, and were admitted at the port of New York on March 14, 1947 
as visitors to remain for 1 year. It was expected that their adoptive father \ 
immediately follow the family to the United States. Mrs. Carey stated, how: 
that from the time he left them at the port of embarkation she had heard not 
from him, and that her letters to him had been returned. 

On May 17, 1948, Mrs. Carey executed applications for extensions of sta 
behalf of the children, requesting that they be permitted to remain perman 
in this country, inasmuch as she did not intend to return to Australia. She 
advised to make application for suspension of deportation in their behalf 

During November 1949, the children were taken away from Mrs. Carey by) 
Madera County authorities, because of her excessive drinking and conse« 
ill treatment of the children. She was arrested and fined on numerous occas 
in and near Fresno, Calif., for drunkenness, driving while drunk, and distur 
the peace. Mr. Carey was incarcerated in Australia about the time Mrs. C 
and the children departed from that country. The alien children are now ward 
of the Madera County probation officer. Deportation proceedings have be 
instituted on the charge that after admission as visitors the aliens have remai 
in the United States for a longer time than permitted. The children have | 
placed in a State-licensed home for children near Raymond, Calif., and are pr 
vided for through State aid to needy children. They spend an occasional weeke: 
in the homes of two families in Madera, and it is the hope of these families event 
ally to adopt the children 


Mr. Hunter, the author of this bill, appeared before a subcommitt « 
of the Committee on the Judiciary and recommended the enactment 
of his measure, submitting the following affidavits which attest to th: 
fact that the beneficiaries of this bill will be adopted by United Stat 
citizens upon the enactment of this legislation: 


Arripavit oF Wavurer L. CHANDLER AND Marcaret V. CHanpier, Huspa 
AND Wire RE CuarRe-Louise FeperRicKkA CAREY 


STATE OF CALIFORNIA, 
County of Madera, ss: 

Walter L. Chandler and Margaret V. Chandler, each for himself and herself 
being first duly sworn, depose and say: 

That Claire-Louise Fredericka Carey is a minor child of the age of 8 years 
and has been in the care and custody of your affiants sinee the 7th day of Jun 
1953; that the child was placed in the custody of your affiants by the probatio: 
officer of the County of Madera, State of California; that your affiants have paid 
all expenses for the care and maintenance of said child since the said 7th day of 
June, 1953; that your affiants hereby declare that they will adopt, pursuant to 
the laws of the State of California, said minor caild upon the passage of bill No 
H. R. 1768 allowing said minor child to remain in the United States; that your 
affiants are financially able and capable of caring for and maintaining said Claire 
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Fredericka Carey and will care for and maintain said Claire-Louise 
ricka Carey; that your affiants hereby promise and declare that said Claire- 
Fredericka Carey will not at any time become a public charge upon any 
agency of the State of California, any other State, or Federal Government. 
herefore your affiants urge the committee to recommend the passage of bill 
H. R. 1768 and hereby declare their willingness to adopt, pursuant to the 
of the State of California, said Claire-Louise Fredericka Carey and that the 
ild shall not become a public charge upon any governmental agency of the 
of California, any other State, or the United States 
Dated this 17th day of March 1954. 
Watrer L. CHANDLER. 
MarGaret V. CHANDLER. 


Subscribed and sworn to before me this 17th day of March 1954. 


iL] LEsTER J. GENDRON, 
Notary Public in and for the County of Madera, State of California. 


vit OF RospertT 8S. ALLRED AND EstHer M. ALLRED, HusBANp ANp WIFE, 
RE VINCENT FRANCIS JOSEPH CAREY 


& OF CALIFORNIA, 
County of Madera, ss: 
Robert S. Allred and Esther M. Allred, each for himself and herself, being first 
sworn, depose and say: 
it Vincent Francis Joseph Carey is a minor child of the age of 7 years and 
een in the care and custody of your affiants since the 7th day of June 1953 
he child was placed in the custody of your affiants by the probation officer 
County of Madera, State of California; that vour affiants have paid all 
ses in the care and maintenance of said child since the child was placed in 
affiants’ custody; that your affiants hereby declare that they will adop 
iant to the laws of the State of California, said minor child upon the passag: 
No. H. R. 1768, allowing said minor child to remain in the United States 
our affiants are financially able and capable of caring for and mai 
Vincent Francis Joseph Carey and will care for and maintain said 
is Joseph Carey; that your affiants hereby promise and declar 
nt Francis Joseph Carey will not at any time | ib] 
welfare agency of the State of California, any other State, or Federal Gov 


become a public charge 


Wherefore your affiants urge the committee to recommend the passage of | 
No. H. R. 1768 and hereby declare their willingness to adopt, pursuant 
s of the State of California, said Vincent Francis Josepb Carey and tha 
d shall not become a public charge upon any governmental agency of tl 
California, any other State, or the United States 
Dated this 17th day of March, 1954. 
Rospert 8. Au 
EstHer M. ALLRED 


Subseribed and sworn to before me this 17th day of March 1954 
BAL] Guoria M. Pavey, 


Notary Public in and for the County of Madera, State of Califor 


IDAVIT OF THE PROBATION OFFICER OF THE CouNTY OF Mapera, STATE OF 
CALIFORNIA RE CLArR-LOUISE FREDERICKA CAREY AND VINCENT FRANCIS 
JosepH Carey, Minor CHILDREN 


STATE OF CALIFORNIA, 
County of Madera, ss. 

Virginia Weber, being first duly sworn, deposes and says: Tnat she is now and 
ever since has been since the 15th day of November 1947, the probation officer 
if the County of Madera, State of California; that on the 18th day of November 
1949, the juvenile court of the County of Medera, State of California, declared 
Claire-Lovise Fredericka Carey and Vincent Francis Joseph Carey, minor children, 
wards of the court and placed said minor children in your affiant’s care, custody 
and control as probation officer; 
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That every since said 18th day of November 1949, said children have |} 
under the control and management of your affiant and your affiant has pla 
said Claire-Louise Fredericka Carey, one of said minor children, in the hon, 
Walter L. Chandler and Margaret V. Chandler, husband and wife; that \, 
Chandler is now the District Attorney of the County of Madera, State of ( 
fornia and has a good and adequate home to care for and maintain said 
that said Walter L. Chandler is financially able to care for said Claire-] 
Fredericka Carey and has paid all expenses for the care and maintenance of 
child since said 7th day of June 1953, on which date your affiant placed sg 
Claire-Louise Fredericka Carey in the home of said Mr. and Mrs. Chandle1 

That proceedings are now pending in preparation for the adoption of said 
that Mr. and Mrs. Chandler have assured your affiant and vour affiant 
vineed that said child will be adopted, pursuant to the laws of the State of ( 
fornia, if said child is permitted to remain in the United States; that your aff 
has investigated the home of Mr. and Mrs. Chandler; and that your affia 
investigated their financial condition and has considered the welfare of said ( 
Louise Fredericka Carey; that said child has been financially cared for and j 
vour affiant’s opinion that said child will be financially cared for by Mr. and M 
Chandler; that there will be no burden upon any political subdivision 
State of California, any other State, or the Federal Government for the fi 
care or maintenance of said minor child in the future if said minor child j 
mitted to remain in the United States; that it will be for the best interest o 
child to have said child remain in the care, custody, and control and to be, i 
future adopted, pursuant to the laws of the State of California, by Mr. and M 
Chandler 

That your affiant has placed said Vincent Francis Joseph Carey in the ca 
custody of Robert S. Allred and Esther M. Allred, husband and wife; that 
Allred is a rancher and beekeeper in the county of Madera, State of Calif 
and a member of an old established family in this community; that your affia 
has investigated the home of Mr. and Mrs. Allred and has also investigated t 
financial condition of Mr. and Mrs. Allred; that the home of Mr. and Mrs. Allr 
is 2 good and sufficient home for the care and maintenance of said Vincent Fra 
Joseph Carey; that said Mr. and Mrs. Allred are financially able and capable t 
care for said minor child; that said Mr. and Mrs. Allred have paid all expense 
the care and maintenance of said child since the said child was placed in t! 
custody; that Mr. and Mrs. Allred have paid for medical expenses involved j 
having the child’s arm operated on which was injured prior to the time the sai 
minor child came under the care and management of your affiant; that you 
affiant has been assured by Mr. and Mrs. Allred and your affiant is convinced that 
Mr. and Mrs. Allred will financially care for said minor child if said child is per 
mitted to remain in the United States. 

That Mr. and Mrs. Allred have commenced proceedings in preparation for 
adoption of said minor child and will become legally obligated to care for and 
maintain said minor child if said child is permitted to remain in the United States 
that it is the opinion of your affiant that it will be for the best interest of sa 
minor child to be adopted by said Mr. and Mrs. Allred and that no financial! loss 
will be suffered by any political subdivision of the State of California, any other 
States, or the Federal Government if said child is permitted to remain in the United 
States and reside with Mr. and Mrs. Allred. 

Wherefore your affiant urges the committee to recommend the passage of b 
No. H. R. 1768 because said minor children, Claire-Louise Fredericka Carey a 
Vincent Francis Joseph Carey, will be eared for by Mr. and Mrs. Walter | 
Chandler and Mr. and Mrs. Robert S. Allred; and that in the opinion of your 
affiant, they will not become a public charge in any manner upon any governmenta 
agency. 

Dated this 17th day of March, 1954. 

VIRGINIA WEBER 


Subscribed and sworn to before me this 17th day of March 1954. 


[SEAL] Lester J. GENDRON, 
Notary Public in and for the County of Madera, State of California 


Upon consideration of all the facts in this case, the committee is 
of the opinion that H. R. 1768 should be enacted, and accordingly 
recommend that the bill do pass. 
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WANDA LUCERI, ALSO KNOWN AS SISTER CECILIA; MARIA DE 
PADOVA, ALSO KNOWN AS SISTER ROSANNA; ANNA SANTORO, 
ALSO KNOWN AS SISTER NATALINA; VALENTINA RUFFONIT, ALSO 
KNOWN AS SISTER SEVERINA; COSIMA RUSSO, ALSO KNOWN AS 
SISTER CARMELINA 


7, 1954.— Committed to the Committee of the Whole House and ordered 
to be printed 


Mr. Hypg, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany H. R. 1788] 


The Committee on the Judiciary, to whom was referred the bill 
H. R. 1788) for the relief of Wanda Luceri, also known as Sister 
Cecilia; Maria De Padova, also known as Sister Rosanna; Anna 
Santoro, also known as Sister Natalina; Valentina Ruffoni, also known 
as Sister Severina: Cosima Russo, also known as Sister Carmelina, 
having considered the same, report favorably thereon without amend- 
ment and recommend that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of this bill is to grant the status of permanent residence 
in the United States to five Roman Catholic nuns, members of the 
Order of Daughters of Our Lady of Leuca. The bill also provides for 
the payment of the required visa fees and for appropriate quota 
deductions. 


GENERAL INFORMATION 


The pertinent facts in this case are contained in a letter, dated 
November 13, 1953, from the Commissioner, Immigration and 
Naturalization Service, to the chairman of the Committee on the 
Judiciary. The said letter, and accompanying memorandum, reads 
as follows: 
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DEPARTMENT OF JUSTICE, 
IMMIGRATION AND NATURALIZATION SERVICE, 
November 13, | 
V-—1412394, V—1412704, V—1412703, V—14123)5, V—1412720 H 
Hon. Cuoauncey W. REED, 
Chairman, Committee on the Judiciary, , 
House of Re presentatives, Washington, D. ¢ LY 


Dear Mr. CuHairMan: In response to your request of the Departm: 
Justice relative to the bill (H. R. 1788) for the relief of Wanda Luceri, also | 
as Sister Cecilia; Maria De Padova, also known as Sister Rosanna; Anna Sant 
also known as Sister Natalina; Valentina Ruffoni, also known as Sister Severing 
Cosima Russo, also known as Sister Carmelina, there is annexed a memorand 
of information from the Immigration and Naturalization Service files cone: 
the beneficiaries 
The bill would grant the aliens permanent residence in the United States 
payment of the required visa fees, and would also direct that the required num} 
be deducted from the appropriate immigration quota 
The aliens are chargeable to the quota of Italy 
Sincerely, . 
A. R. Mackey, Commissio 2 


MEMORANDUM OF INFORMATION FROM IMMIGRATION AND NATURALIZ 
Service Fines Re Wanpa Lucert, Maria vE Papova, ANNA Santor 
VALENTINA RUFFONI, AND Cosima Russo, BENEFICIARIES OF H. R. 1788 


The aliens, who are Roman Catholic nuns, are natives and citizens of Italy 
Wanda Luceri was born on August 21, 1926, in Milan, Italy; Maria De Padova Lt 
on March 2, 1928, in Monte S. Angelo, Italy; Anna Santoro on June 30, 1931 r 
Monte 8. Angelo, Italy; Valentina Ruffoni on September 17, 1923, in Cerola Alt 
Sondrio, Italy; and Cosima Russo on March 11, 1932, in Corsano, Italy. T 
entered the United States at Boston on July 10, 1951, and were admitted for ( 
months destined to the Oblate Seminary, Ipswich, Mass. All were grant 
extensions of stay to July 9, 1952 

All of the aliens are members of the order of Daughters of Our Lady of Leuca 
Following their arrival in the United States they were assigned to the Immaculat 
Conception Rectory, at Lowell, Mass., with the exception of Valentina Ruffoni, 
who remained at the Oblate Seminary They are engaged in domestie and reli- 


gious duties, and are dependent upon their order for support Hor 
Mrs. Rogers of Massachusetts, the author of this bill, recommended 
the enactment of this measure, and submitted the following letters \ 
in its support: Sta 
OBLATE FATHERS, F 
IMMACULATE CONCEPTION ReEcToRY, kno 
Lowell, Mass., March 16, 195 ord 
Mrs. Evita Nourse Roaers, ut 
Congress of the United States, fiel 
House of Representatives, Washington, D. C : 
My Dear Mrs. Rogers: In reply to your request of yesterday I interviewed § tow 
the Sisters mentioned in H. R. 1788 for information on their motives for seeking ota 
permanent residence in the United States. cle’ 
The Sisters told me that they came to the United States at the direction of 2 
their Mother General in Italy on a temporary assignment for religious work at In 
the Immaculate Conception Church in Lowell Mass. During the period of thei! cul 
visit in the United States the Sisters became acquainted with several groups of an 
Italian people and their interest was awakened to the religious and social welfaré agi 
of the poor Italian people. It was then that the Sisters sought and obtained ng 
permission from their Mother General in Rome to seek permanent residence it an 
the United States in order to devote themselves to the religious and social needs of 
of these people. go 
I wish to thank you again for vour kind efforts in behalf of the Sisters and | th 
hope that the above information is satisfactory. 5 On 
Sincerely yours, ms 
Rev. Cuartes F. Berastrom, 0. M. I., Pastor ; I 
. 6a 
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OBLATER FATHERS, 
IMMACULATE CONCEPTION RECTORY, 
Lowe ’ Vass.. Varch 1. 196 
Eprira Nourse RoGers, 
Vember of Congress, 
House of Representatives, Washington, D. C. 


\iy Dear Mrs. Rocesrs: I am very pleased to give my hearty endorsement t« 
petition of the five Sisters mentioned in H. R. 1788 for permanent residence 
United States. 
During the past 3 years I have closely observed the conduct and work of these 
rs and I have the highest regard for their goodness and the sincerity of their 
to train themselves for social work among the Italian people in the United 
Their holiness, their simplicity of life, and their ability to influence 
ple has made a profound impression and has awakened a deep respect and 
ion among the people of this community. 
um convinced that they possess the qualities of character and will soon have 
iecessary qualifications for their social mission among the Italian people. 
are now well advanced in the knowledge of the English language and are 
the American customs and standards of sanitary and he: ful ing 
f supplementing their training in child care and social service through 
iid and assistance of the Sisters of Charity at St. John’s Hospital in Lowell 
vould say wivhout hesitation that their permanent residence in the United 
would be a definite asset for our countr They are wel ualified for 
‘social mission and I am certain that their devotion, their exampl 
rifices will do much to make better citizens among the Italian p 
d States. 
[ thank you for your kind interest in the Sisters and any efforts you may make to 
er theiryrequest will be greatly appreciated by all in Lowell, who hay 
now and love the good Sisters. 


Sincerely yours, 


Ing 
are 


Rey. CHar.es F. Bercstrom, O. M 


DAUGHTERS OF St. Mary or Leve 
OFFICE OF THE SUPI 
Lowell, Mass., Ma 
Epira Nourse RoaeErs, 
Viember of Congress, House of Re presentatives, 
Washington, 2: ¢. 


My DreaR Mrs. Rocers: In reply to your request to Father Bergstrom 

riting to explain the need and benefit for permanent residence 
States for the five Sisters mentioned in H. R. 1788 

Firstly, the religious order, to which the Sisters have dedicaied 

own as the Daughters of St. Mary of Leuca. The primary purpos 

rder is the care of the aged and the poor and orphaned Italian children through- 

the world. In the United States we find among the Italian people a fertile 
field for the social and charitable endeavors of the Sisters. 

Secondly, the Sisters are capable of offering a good example and inspiration 
toward a better American life among the more recent immigrants to the United 
States. The Sisters have contact with many Italian-American groups and so- 

eties and they can be a tremendous power for good by their example and teach- 

g. They can break down prejudices and build up love for God and country 

their social mission for care ef children and orphans they can do much toward 

irbing juvenile delinquency and they can train them in the respect for authority 
and the rights of their fellow citizens. In performing home services among the 
aged and the afflicted they can build up a better and stronger knowledge of thy 
right wav of living and they can bring comfort and consolation to the suffering 
and the dving. This will have an immediate effect on the morals and the habits 
of the Italian-American people and will be salutary and beneficial in making them 
good citizens of the United States. To a great extent this good influence among 
these people would be lacking unless the Sisters supplied it. The Sisters are their 
link between their old country and this new country. 

Thirdly, the Sisters will never be a financial burden to the people of this country. 
The Oblate Fathers in Lowell, Mass., are giving us a home now and they are 
caring for our small financial needs. The Sisters themselves are repaying them 
by doing extensive work in the church and rectory, all the time bettering them- 


their 
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selves in the domestic arts of cooking, sewing, and caring for the task of a home anq 
an institution. In addition, the Sisters are initiating plans now that they are 
more conversant with the English language of some extra training in pediatrics, 
first-aid work, and general hospital services. 

For these reasons I feel that the Sisters mentioned in H. R. 1788 are offering 
something good and valuable to thé United States and I humbly request your 
kind assistance in obtaining permanent residence for them. For this we s| 
always be deeply grateful and may God’s blessing be always upon you. 

Sincerely yours, 


All 


Sister Marta CoNCETTA 
Supe or. 
Upon consideration of all the facts in this case, the committce is 
of the opinion that H. R. 1788, should be enacted and accordingly 
recommends that the bill do pass. 


cr 
has 
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HAYIK (JIRAIR) VARTIYAN, ANNEMARIE VARTIYAN, 
AND SUSANIG ARMENUHI VARTIYAN 


1954 Committed to the Committee of the hole House and ordered to 


pe printe i 


\Mr. Granam, from the Committee on the Judiciary, submitted the 
following 


REPORT 


> 


[To accompany H. R. 1912 


The Committee on the Judiciary, to whom was referred the bill 
H. R. 1912) for the relief of Hayik (Jirair) Vartivan and Annemarie 
Vartivan, having considered the same, report favorably thereon with 
amendments and recommend that the bill do pass. 

The amendments are as follows: 

On page 1, line 4, after the name “Hayik (Jirair) Vartiyan’’, strike 
out the word “‘and”’ and substitute in lieu thereof a comma. 

On page 1, line 4, after the name ‘Annemarie Vartiyan’’, insert 

and Susanig Armenuhi Vartivan”’. 

Amend the title so as to read: 


bill for the relief of Hayik (Jirair) Vartiyar nnemarie Vartiyan, 


and 
g Armenuhi Vartiyan. 


PURPOSE OF THE BILL 


The purpose of this bill, as amended, is to grant the status of per- 
manent residence in the United States to Mr. Hayik (Jirair) Vartivan, 
his wife and daughter, natives of Turkey, Czechoslovakia, and Austria, 
respectively. The bill also provides for the payment of the required 
visa fees and head taxes and for the appropriate quota deductions. 

The bill has been amended to include the name of the daughter of 
the main beneficiary of this bill. 


GENERAL INFORMATION 


The pertinent facts in this case are contained in a letter dated June 
24, 1953, from the Commissioner, Immigration and Naturalization 
42007 
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_ 


Service, to the chairman of the Committee on the Judiciary. T} 
letter, and accompanying memorandum, reads as follows: 


DEPARTMENT OF JUSTICI 
IMMIGRATION AND NATURALIZATION SERVIC! 
June 2 4 
Hon. CHauncey W. REeEp, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D. C. 


Drar Mr. CuHarrMan: In response to your request of the Depart 
Justice for a report relative to the bill (H. R. 1912) for the relief of Hayik 
Vartivan and Annemarie Vartivan, there is annexed a memorandum of 
tion from the Immigration and Naturalization Service files concer: 
beneficiaries. 

The bill would grant the aliens permanent residence in the United Stat 
payment of the required visa fees. It would also direct that two nun 
deducted from the appropriate immigration quotas. It is noted that 
does not include the alien’s 11-year-old daughter who entered the Unite 
with her parents. 

The aliens are chargeable to oversubscribed quotas. 

Sincerely, 


A. R. Mackey, Comn 


MEMORANDUM OF INFORMATION FROM IMMIGRATION AND NATURA 
) 


Service Fires Re Hayre (JrrarrR) VARTIYAN AND ANNEMARIE \ 
3ENEFICIARIES OF H. R. 1912 


Hayik (Jirair) Vartiyan, also known as Vartian, a native and citizen of 1 
of the Armenian race, was born on May 31, 1910. His wife, Annemarie \ 
nee Schowanek, a citizen of Turkey by marriage, was born in Czechoslova 
May 28, 1920. Mr. and Mrs. Vartiyan have a daughter, Susanig Ar 
Vartiyan, also known as Lillian Vartiyan, who was born on March 23, 1942 
Vienna, Austria 
Coming from Switzerland, Mr. and Mrs. Vartiyan and their daughter « 
the United States at the port of New York on December 8, 1947, when t! 
admitted as visitors for a period to expire on May 8, 1948. They were g1 
an extension of their temporary stay until November 8, 1948. On Novel 
1951, the aliens’ applications for adjustment of their immigration status 
section 4 of the Displaced Persons Act of 1948, as amended, were denied 
September 24, 1952, deportation proceedings were instituted against them « 
ing that, after admission to the United States as temporary visitors, the 
remained for a longer time than permitted by law. 

Mr. Vartiyan owns and operates a rug and carpet business in Ridgewood 
valued at $50,000. He stated that his income from this business is approxi 
$150 per week. Mrs. Vartiyan assists him in the business. The aliens | 
$7,000 equity in their home, own personal property valued at approxin 
$8,000, and have $4,000 on deposit in a bank. Their daughter attends 
school 

Mr. Vartiyan attended schools in Turkey, France, and Vienna, Austria 
has had four semesters in a medical university. He was engaged in the import 
export business prior to coming to this country. Mrs. Vartiyan studied scul} 
in Vienna, Austria, where she met her husband and where they were mar 
1941. Mr. Vartiyan has three brothers in Vienna and Mrs. Vartiyan 
brother in Germany. They claim that they left Austria 4 hours before the ‘ 
munist government took over and that they assisted Mrs. Vartiyan’s br 
wife, and child to escape. The aliens fled to Germany and then to Switzer 
where they resided for 1 month before coming to this country. 

Mr. Widnall, the author of this bill, appeared before u subeomm: 
of the Committee on the Judiciary and testified in support of his 
measure as follows: 

Mr. Chairman, on May 6, 1952, I introduced private b‘ll H. R. 7744 for 
relief of Hayik (Jirair) Vartiyan and Annemarie Vartiyan, and no action having 
been taken, I reintroduced H. R: 1912 for their relief, and I would like to p 


out that the bill should be amended to include the name of Susanig Arm 
Vartiyan, the daughter of Mr. and Mrs. Hayik Vartiyan. 
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people came to the United States on December 8, 1947, for the purpose 
1ating a business deal It is mv understanding that the immigration 
es told them that they were entitled to DP status and they were given 
er to permit them to make application to change their status. Later on 
in the DP law adversely affected them 
Vartivan is an Armenian traveling on a Turkish passport Mrs. Vartiyan 
1 born of German parents 
Vartivyan was a noted sculptress in Czechoslovakia and the couple now 
r own store in Ridgewood, N. J., where they employ several people. 
ire hard working and should make excellent citizens of the United States 
ly had a business employing 3,500 persons taken away from them by the 
s and they had nothing when they were able to get out 
er Commissioner Watson B. Miller called this case to my attention and 
1 that he believed the couple would make fine residents. He stated to 
at during his term as Commissioner of Immigration and Naturalization, he 
d their record and could recall nothing but good things in it 
iew of the fact that this bill was originally introduced in 1952, I do hope 
orable consideration can be obtained during this session of the Congress 


pon consideration of all the facts in this case, the committee is of 
ypinion that H. R. 1912, as amended, should be enacted and 
rdingly recommends that the bill do pass 
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i 


\ir. Granam, from the Committee on the Judiciary, submitted 


the following 


REPORT 
lo accompany H. R. 2028] 


The Committee on the Judiciary, to whom was referred the bill 
H. R. 2028) for the relief of Mrs. Antonietta Palmieri, having con 
sidered the same, report favorably thereon with amendments and 
recommend that the bill as amended do pass 

The amendment is as follows: 


Strike out all after the enactnig clause and insert in leu thereof the 


owing: 
twithstanding the provision of section 212 9) of the Immigration a 
nality Aet, Mrs Antonietta Palmieri may be a t 1 to tl United State 
permanent residence if sl s found to be otherw adm ble under tl 
ns of that Act: Provided, That this exemption shall apply only to a gr 1 
ision of which the Department of State or the Department of Ju Lee 


| ledge prior to the enactment of this Act 


PURPOSE OF THE BIl 


lhe purpose of this bill, as amended, is to waive 


tuse 


one exclusion 
, concerning the commission of a crime involving moral turpitude 
behalf of the wife of a citizen of the United States. The bill has 


en amended to conform with the lanvuage of the Immigration and 
tionality Act. 
GENERAL INFORMATION 


lhe pertinent facts in this case are contained in a letter from 
\ ting Commissioner, Immigration and Naturalization Service, dated 


December 7, 1953. to the chairman of the Committee on the Jud 
Th 


the 


ielary. 


e said letter, and accompanving memorandum, read as follows 
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Unirep Srates DEPARTMENT OF JUSTICI 
IMMIGRATION AND NATURALIZATION SERVIC! 
Wasi ngton 24 dD or December 
Hon. Cuauncey W. REED, 
} man. Committee on the Jud ry. 

House of Representatives. Washington. D. C 

Dear Mr. CHarrMAn: In response to your request of the Depart 
Justice for a report relative to the bill (H. R. 2028) for the relief of Ant 
Palmieri, there is annexed a memorandum of information from the Imn 
and Naturalization Service files concerning the beneficiary. 

The bill as written would authorize the alien’s admission for permanent r 


notwithstanding the provision of section 3 of the Immigration Act of 
amended, provided she is otherwise admissible [t shouid be noted that tl 
gration Act of 1917 was repealed by the enactment of the Immigratior 


f 


ile section of which is section 212 (a 9g It 
bill does not limit the exemption to the know: 
ittee may, therefore, wish to amend the bill as 





provisions of section 212 (a )) of the Imn 
\ntonietta Palmieri may be admitted to the 
ence if she is found otherwise admissible under 


| yn shall apply only to a ground for exclusior 
the Department of State or the Departm« nt of Justice has knowledge prior 
enactment of this Act.’’ 
Sincerel 
B. G. HABBERTON 
Acting Con Muss 


I ORANDI Oo} NFORMATION FROM IMMIGRATIO aND NATURAI 
MEMORANDUN I RMATI FY IMMI ION np NaAtTut 


‘ 
{ 
SERVICE Fires Re ANTONIETTE PALMIERI, BENEFICIARY OF H. R. 2028 


The information concerning this case was obtained from Pasquale Pa 
the sponsor of the bill, and husband of the beneficiary, who was born in the | 
States and who now resides at 18 North Oxford Street, Brooklyn, N. Y. 

The beneficiary is a native and citizen of Italy who was born on Januar 
1927, in Ariola, Italy, and presently resides there with her parents work 
their farm. She has had 7 years of schooling. She was married to the 5} 
on August 10, 1950, in Italy while he was there on a visit. She was refused 
by the American consul in Naples, Italy, because she had been convi 
stealing about 25 cents worth of kindling wood for which she was fined 1,00 
and placed on probation for 1 year. 

Mr. Palmieri was born on October 26, 1909, in New Orleans, La. He w 
viously married in 1942 and divorced in 1949. He was the successful pa 
the divorce action. The one child of that marriage is in the custody 
grandmother. He occasionally contributes to her support. 

Mr. Palmieri met the beneficiary when he visited Italy in 1947, and n 
her when he returned there in 1950. He last visited her in 1952. He was ar 
in 1946 for unlawfully engaging in the plumbing business and fined $75 
sponsor is a plumber and steamfitter by occupation. His assets consist of $ 
in cash; a lot in Virginia valued at $500; a one-third interest in property in |] 


valued at $2,000; and personal effects valued at $1,000. 


Mr. Heller, the author of this bill, submitted the following docu: 
in support of his bill 


[Translation from Italian 


Extract from the original on file in the Chancery of the Court of Appeals, » 
No, 856/52 


Court or AppEALS OF NAPLES—PENAL SESSION 
REPUBLIC OF ITALY 


In the name of the Italian people on the 4th day of the month of Octob« 
at Naples 


Council’s chamber of the 7th session of the Court of Appeals of Naple 
prised of the following gentlemen: 
(1) Dr. Saverio Celentano, president 


(2) Dr. Ettore Pastore, counselor 
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3) Dr. Pietro Giordano, counselor 
1) Dr. Antonio Cataldo Tullio 
»)) Dr. Salvatore Gesue’ 
has been read the appeal presented by Antonetta DeSilvo, daughter of 
requesting rehabilitation from the legal consequences of the recorded 
shown by the certificate issued by the record office on August 21, 1952. 
iccusation of the public prosecutor was read. 
report of the appointed counsel, Dr. Gesue’, was heard 
was shown by the documents produced that the petitioner has fulfilled 
tions connected with the conviction, and has given constant proof of 
luct; 
of articles 179 Penal Code and 597 and following e. p. p.; 
Antonetta DeSilvo, daughter of Antonio, rehabilitated from the legal 
‘es of the following conviction: 
1, 1947, magistrate of Airola, theft and forest infringement, 15 days’ 
ment, 1,000-lire fine, and 900-lire damage. 
gnatures follow. 


d the 4th of October 1952, the chancellor [s] Vitelli 
sent copy conforms to the original is given at the request of the interested 
tta DiSilvo, daughter of Antonio, with previous Presidential authorization 
October 8, 1952 
Tut CHANCELLOR 
certify that the above is an exact translation of the attached Italian 


SaRAH WEADICK 


Assistant Director, N. C. W. C. Bureau of Immiaration 


Upon consideration of all the facts in this case, the committee is of 
opinion that H. R. 2028, as amended, should be enacted and 
rdingly recommends that the bill do pass. 
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7~ 1954.—Committed to the Committee of the Whole House and ordered 


\r. Grauam, from the Committee on the Judiciary, submitted the 
following 


REPORT 
[To accompany H. R. 2181 


The Committee on the Judiciary, to whom was referred the bill 
H. R. 2181) for the relief of Richard Karl Hoffman, having considered 
the same, report favorably thereon without amendment and recom- 
mend that the bill do pass. 


PURPOSE OF THE BILL 


he purpose of this bill is to grant the status of permanent residence 

the United States to Richard Karl Hoffman, a native of Austria 
and a citizen of New Zealand. The bill also provides for the payment 
{ the required visa fee and for an appropriate quota deduction 


GENERAL INFORMATION 


The pertinent facts in this case are contained in a letter, dated 
December 4, 1953, from the Acting Commissioner, Immigration and 
Naturalization Service, to the chairman of the Committee on the 
Judiciary. The said letter, and accompanying memorandum, read 
as follows: 


IMMIGRATION AND NATURALIZATION SERVICE, 
December 4, 1953 
Hon. CHauncrey W. REEp, 
Chairman, Committee on the Judiciary, 
House of Re presentatives, Washington, iE es 

Dear Mr. CuarrMan: In response to your request of the Department of Justice 

1 report relative to the bil) (H. R. 2181) for the relief of Richard Karl Hoffman, 

re is annexed a memorandum of information from the Immigration and Na- 
iralization Service files concerning the beneficiary 
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The bill would grant the alien permanent residence in the United Stat 
payment of the required visa fee. It would also direct that one number 
ducted from the appropriate immigration quota. 

The alien is chargeable to the quota of Austria. 

sincerely, 
B. G. HABBERTOD 
Acting Com? 


MEMORANDUM OF INFORMATION FROM IMMIGRATION AND NATURALI 
SERVICE Fives Re RicHarp KARL HOFFMANN, BENEFICIARY OF H. R 


The alien, Richard Karl Hoffmann, a native of Austria and citizer 


Zealand, was born on April 20, 1925 He presently resides at 1321 Sout! 
Drive, Los Angeles, Calif His only entry into the United State wa 
York on September 11, 1947, as a temporary visitor until March 8, 1948 


extension of stay was granted His application for adjustment of statu 


the Displaced Persons Act of 1948 was denied on August 18, 1949 Dene 


proceedil were instituted against him on October 5, 1949 On October 2 
the B f Immigratior (ppeals orde red that he be permitte 1 to depart 
an deportation within 60 davs Having failed to comply wit! 





deportation was issued on January 12, 1953 
The beneficiary ~ ngle and has no dependents in the United States 


of his parents reside in New Zealand. In 1945, he graduated from the | 
of New Zealand He is a graduate student and teacher of music at the | 
of California where he is studying for a Ph. D. degree in musicology H 
from the University is $1,800 per year and he also earns about $20 mor 


teaching at the university extension evening classes. He also receives fr 


to $400 yearly from his parents 
Mr. Jackson, the author of this bill, appeared before a subcomn 
of the Committee on the Judiciary and recommended the enact 
of his bill, submitting the following letters in its support of his 
HUNTINGTON HartTroRD FOUNDATION 


Pacific Palisades, Calif., February 1 / 


Hon DONALD JACKSON 


Cong ? 0 ( nia, 
Congress of the United States, Washington, D. C 
DeaR Mr. Jac oO» 1 am writing to you on behslf of Mr. Richsrd H 
whose css well known to you It is mv understsnding thet yu | 
pendir Cong bearing upon Mr. Hoffme,n’s citizenship difficult 
[ have known Richsrd Hoffmen for severs] yeou My s.cqusints W 
when he wes 2, student in my elssses st the University of Crlifornis, st Los A 
He wes at thet time also eg, student of Arnold Schoe nberg end s.eted for | 
kind of secretsry Later Mr. Hoffmen wes e junior member of the f 
the musi dep riment 
During sll my scqueintance with Mr. Hoffmen, I he.ve considered him : 
| or, With good o! re.cter and serious intent He hs high music 
performer on the violin g.nd gs e,composer. His bs.ckground snd fund: 
tre. I Ss @ composer is extre,ordingrily thorough Ll h:.ve e, high opini 





.bility as a teacher end heve excellent reports of his work from his sti 
ire thet he will have no difficulty megking 2 livelihood withi hi 


prot ) 

As director of the Huntingtor Hertford Foundestion it wes necesss7 to? 
ll tl t y 1 judge his p.ecomplishment ss : composer The music 
SO ( S roup of li inguished men including Thor Johnsor , CO 
of the Cineinnsti Symphony, Dr. Reymond Kendell, denn of the school of 
at { Ss end M: rio Castel uovo-Ted sco, composer, Dow residing lt Lo \ 


I 
and the decision to grant Mr. Hoffmen e, fellowship wes unenimous 
Both as ga, member of the feculty of the Musie Dep rtment ¢.t UCLA 
director of the foundetion, I commend Richs,rd Hoffm: n to you es AB 
worthy of American citizenship and endorse your ection introducing es, bill « 
behalf . 


Sincerely yours 


Dr. JoHn Vincent. Dire 


] 


i 


) 
( 
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Los ANGELES, Cauir., February 13, 195 


\NALD JACKSON, 
se of Re presentatives, 
Washington, D. C. 
Srr: As I understand it, a bill concerning the naturalization of Mr 


Hoffman, of Los Angeles, is pending in Congress 1 am requested to 





a statement regarding his professional abilities and reputation I gladly 
as follows: 


iN 


‘J 


hard Hoffman is known to me as a serious musician of high professional 
is and as a young man of remarkable integrity. His reputation is excellent 
espectfully yours, 
] RNST KRENEK, Compose 


THe LIBRARY OF CONGRESS, 
REFERENCE DEPARTMENT, Music Division, 
W as/ naoton 25. D. ¢ Fel ary 16, 1 5 








'scK WASSERMAN, 
ner Builaing, Washington 4, D. ¢ 
Mr. WASSERMAN: This letter is written at the request of Mr. Richard 
4 who has informed us that you are his attorney in the complications 
from his immigration to the United States 
ave never met Mr. Hoffman personally and can offer no offi pport 
ntrv into this country However, we have been in correspond with 
loffmann for nearly 3 years and have engaged him to perform a particular 
ch we understand is not yet completed 
Hoffmann is a member of the family of Arnold Schoenberg, world-famous 
composer who died in California on July 13, 1951 sefore his death 
Schoenberg presented to the Library of Congress his personal papers, and it 
inged that Mr. Hoffmann should put these in order (necessary inventory, 
x, and preparation for shipment to Washington When Mr. Schoenberg 
work was unavoidably delayed and has not yet been completed. You 
rstand, I am sure, how advantageous is Mr. Hoffmann’s familiarity with 
Schoenberg papers and how his continued work upon them will expedite their 
il (in orderly organization) at the Library of Congress. The consummation 
Schoenberg’s notable gift to the Library might well be seriously delayed 
Hoffmann is prevented from returning to the United States 
Sincerely yours, 
HAROLD SPIVACKE, 
Chief, Music Dit or 
THe Lrerary or (¢ RES 
R EREN( DEPARTMENT \I it D [SION 
i hi ’ ibd. ¢ V 1,19 
Or LD I JACI ON 
led States Hi e of Representative 
Wasi tor FE). ¢ 
R Mr. Jacxson: This letter is written at the requ f Richard He 
as informed us of your interest in his application for immigration stat 
nited States We had the pleasure of meeting \ Hoffman in Los Ang 
ner and found him to be a charming and intelligent persor Ve 
e be l! correspD¢ ide ce with Vi Hoff il ) ver > ( ivi c 
i him at one time to perform a specific isk for us V he did very ce 
Ir. Hoffman is a member of the family of Arnold Schoenberg, world-famous 
composer who died in California on July 13, 1951 Before { 
Schoenberg presented to the Library of Congress his personal papers, and 


wranged that Mr. Hoffman should put these in order (necessary 


ging, and preparation for shipment to Washington Wher 


this work was unavoidably delayed and has not yet been completed Y 
inderstand, I am sure, how advantageous is Mr. Hoffman’s f t 
Schoenberg papers and how his continued work upon them will expedite their 
al (in orderly organization) at the Library of Congress The econsummatior 
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of Mr. Schoenberg’s notable gift to the Library might well be seriously delayed if 
Mr. Hoffman is prevented from remaining in the United States. 
Sincerely yours 
HAROLD SPIVACK! 
Chief, Music Division, 


Upon consideration of all the facts in this case, the committee is of 
the opinion that H. R. 2181 should be enacted and accordingly 
recommends that the bill do pass. , 








mccoraing 
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Apri 7, 1954.—Committed to the Committee of the Whole House and ordered 


to pe brinted 


Mr. Warrer, from the Committee on the Judiciary, submitted the 
following 


REPORT 
[To accompany H. R. 2403] 


The Committee on the Judiciary, to whom was referred the bill 
(H. R. 2403) to adjust the status of a displaced person in the United 
States who does not meet all the requirements of section 4 of the 
Displaced Persons Act, having considered the same, report favorably 
thereon with amendments and recommend that the bill do pass. 

The amendments are as follows: 

On page 1, lines 3 and 4, strike out “immigration and naturalization 
laws” and substitute in lieu thereof ‘Immigration and Nationality 
Act.” 

On page 1, line after the name “Laszlo Varga” insert the following: 
“and Nike Varga’’. 

On page 1, line 7, strike out the words ‘‘visa fee and head tax”’ and 
substitute in lieu thereof “visa fees’. 

On page 1, line 8, strike out the word “alien” and substitute the 
word “aliens’’. 

Beginning on page kb, line 10, after the word “deduct”, strike out 
the remainder of page 1 and all of page 2, and substitute in lieu thereof 
the following: “two numbers from the appropriate quota for the first 

; year such quota is available.” 
Amend the title so as to read: 
\ bill for the relief of Laszlo Varga and Nike Varga. 


PURPOSE OF THE BILL 
The purpose of this bill, as amended, is to grant the status of per- 


manent residence in the United States to Laszlo Varga and his wife, 
Nike Varga, natives of Hungary who are now stateless. The bill 
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also provides for the payment of the required visa fees and for th 
appropriate quota deductions. 

The bill has been amended to include the name of Mrs. Nike Va; 
who is the beneficiary of another private bill, H. R. 4192. The }j 
has also been amended to conform with the language of the Immigra. 
tion and Nationality Act. 


GENERAL INFORMATION 


The pertinent facts in this case are contained in 2 letters, dat 
September 2, 1953, from the Commissioner, Immigration and Natur 
zation Service, to the chairman of the Committee on the Judiciary 
The said letters, and accompanying memorandums, read as follows 


DEPARTMENT OF JUSTICE, 
IMMIGRATION AND NATURALIZATION SERVIC! 
Se ple mber 
Hon. Cuauncey W. REEp, 
Cha an, Committee or the Judici wry 
Tlouse o} Re presentatlives, Washington, D. C 


Dear Mr. CHarrMan: In response to your request of the Depart: 
Justice for a report relative to the bill (H. R. 2403) for the relief of Laszlo Varga 
there is annexed a memorandum of information from the Immigration and Na- 
turalization Service files concerning the beneficiary. 

The bill would grant the alien permanent residence in the United Stat 
payment of the required visa fee and head tax. It also would direct t} 
number be deducted from the number of displaced persons who shall be gra 
the status of permanent residence pursuant to section 4 of the Displaced P 
Act, as arnended. It should be noted, however, that the Immigration and Na- 
tionality Act does not require the paymnet of a head tax 

The alien is chargeable to the quota of Hungary, which is oversubscribed for 
nonpreference applicants. However, he may be able to qualify for a prefi 
under section 203 (a) (1) (A) of the Immigration and Nationality Act on 
basis of his training or experience 

Sincerely, 
A. R. M ACKEY, Commissio 


MEMORANDUM OF INFORMATION FROM IMMIGRATION AND NATURALIZ 
SERVICE Fires Re Laszito VarGa, BENEFICIARY OF H. R. 2403 


The alien, a native of Hungary, now stateless, was born on December 18, 19! 
Coming from Switzerland, he last arrived in the United States at the p 
New York on March 8, 1950, and was admitted as a visitor until September 8 
1950. He was in possession of a Swiss travel document valid to January 20, 195 
Mr. Varga was accompanied by his wife, Nike Varga, who was also admitted as 
a visitor for 6 months and who is the beneficiary of H. R. 4192, 83d Cor 
The alien was granted extensions of his temporary stay, the last of which ex} 
on May 20, 1951. Subsequently, his application for a further extension of stay 
was denied but he was informed that his departure from the United States on or 
before November 20, 1951, would be satisfactory. 

Deportation proceedings were instituted against Mr. Varga on September 15 
1952, on the ground that, after admission as a visitor, he had remained in t 
United States for a longer time than permitted. He was subsequently gra 
the privilege of departing from the United States voluntarily in lieu of deporta- 
tion but he has not availed himself of this privilege. 

Mr. Varga stated that while in Europe, he belonged to the Christian Democrati 
Popular Party and that he was en opposition member of the Hungarian Parlia 
from 1947 until 1948. From December 5, 1944, until December 15, 1944, he was 
a political prisoner of the Nazi regime in Budapest, Hungary, accused of 
spiracy against the Nazi government. Because of bis opposition to communis 
he was forced to leave Hungary in April 1949. He then went to Switzerland 
where he resided until his departure for the United States in 1950. 

Mr. Varga is residing with his wife in New York City. They were married to 
each other in Hungary on December 28, 1946. Each of them was once previousl) 
married. Mr. Varga’s first marriage was terminated by the death of his spouse, 
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while Mrs. Varga’s former marriage was terminated by divorce. They have no 


since March 1950 Mr. Varga has been employed in New York City by the 
National Committee for Free Europe, research and information center, as a 
political analyst at a salary of $5,000 a year. 


DEPARTMENT OF JUSTICE, 
IMMIGRATION AND NATURALIZATION SERVICE, 
Septe mber 2, 19538. 
H Cuauncey W. ReEep, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D. ¢ 
Deak Mr. CHartRMAN: In response to your request of the Department of 
Justice for a report relative to the bill (H. R. 4192) for the relief of Mrs. Nike 
Varga, there is annexed &@ memorandum of information from the Immigration 
and Naturalization Service files concerning the beneficiary. 
The bill would grant the alien permanent residence in the United States upon 
payment of the required visa fee. It also would direct that one number be de- 
d from the appropriate immigration quota. 
The alien is chargea>le to the quota of Hungary, which is oversubscribed for 
nonpreference applicants. However, she may be able to qualify for a preference 
ler section 203 (a) (1) (B) of the Immigration and Nationality Act by reason 
of her husband’s training or experience. 
Sincerely, 
A. R. Mackey, Commissioner. 


MEMORANDUM OF INFORMATION FROM IMMIGRATION AND NATURALIZATION SERV- 
icE Fires Re Mrs. Nike VarGA, BENEFICIARY OF H. R. 4192 

rhe alien, a native of Hungary, now stateless, was born on April 9, 1919. 
Coming from Switze srland, she last arrived in the United States at the port of 
New York on March 8, 1950, and was admitted as a visitor for 6 months. She 
was in possession of a Swiss passport valid to January 20, 1951. The beneficiary 
Was acc ccompanied by her husband, Laszlo Varga, who was also admitted as a visitor 
for 6 months and who is the benefici ary of H. R. 2403, 83d Congress. Mrs. Varga 
was grante d extensions of her temporary stay, the last of which expired on May 
20, 1951. Subsequently, her application for a further extension was denied but 

as ‘informed that her departure from the United States on or before Novem- 
ber 20, 1951, would be satisfactory. 

Deportation proceedings were instituted against Mrs. Varga on Septe — r 15, 
1952, on the ground that, after admission as a visitor, she had remained i the 
United States for a longer time than permitted. Subsequently, she was granted 
the privilege of departing from the United States voluntarily in lieu of deportation 
but she has not availed herself of this privilege. 

Mrs. Varga resides with her husband in New York City where she is employed 
as a secretary and stenographer by the National Committee for Free Europe, 

search and information center. 

Mrs. Varga and her husband were married to each other in Hungary on Decem- 
ber 28, 1946. Each of them was once previously married. Mrs. Varga’s former 
marriage was terminated by divorce, while Mr. Varga’s first marriage was termi- 
nated by the death of his spouse. The beneficiaries have no children. 

Mr. Morano, the author of this bill, appeared before a subcommittee 
of the Committee on the Judiciary and recommended the enactment 
of H. R. 2403, as amended, submitting the following letter in support 
of his measure: 

NATIONAL CoMMITTEE FOR A FREE Europe, INc., 
New York, May 29, 1953 
The Honorable ALBERT P. Morano, 
Old House Office Building, Washington, D. C. 

DearR Mr. Morano: You were kind enough to introduce a private bill on 
behalf of Dr. L&s7l6 Varga (H. R. 2403) who is employed in the Hungarian 
research section of the National Committee for a Free Europe, Inc. (headed by 
me), and on behalf of his wife, Mrs. Nike Varga (H. R. 4192) who is a secretary 
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with the Hungarian radio desk of the same organization. I should like to ask 
vour kind intervention in the case of the above-mentioned Dr. and Mrs. Varga, 

This is already the second bill you presented to the Congress for the relief of 
the Vargas. The first bill has never been discussed and Dr. Varga fears that this 
second would have a similar fate. His request is that you, Mr. Morano, be go 
good and urge a report from the immigration office and obtain for them a personal 
hearing by the Judiciary Committee 

When supporting Dr. Varga’s request, I would like to give you some informa- 
tion about his and his wife’s background They both work for the NCFE 4 
private company which has at its aim to fight Bolshevik ideology. They both 
have been employed by this company for the past 3 years, and they both valuably 
contributed to the committee’s work. 

Dr. Ldszl6 Varga, who is 43 years old, was since his early youth an active 
member of the Christian Youth Movement in Hungary. Later on, he had qa 
prominent role in fighting nazism and communism. He was arrested during 
World War II because of his anti-Nazi behavior. After the war, Dr. Varga 
was one of the founders of the Christian Party, a strong opponent of communism, 
Dr. Varga, then a deputy, fought the Reds in speeches and writings. He belongs 
to the few and, maybe he is the only one in the present Hungarian emigration, 
who had the honor to deliver a speech together with Cardinal Mindszenty, the 
already historical personality of Hungary, in May 1947. Dr. Varga spoke to the 
audience of several ten thousands, defending Christian culture and the rights of 
the individual, protesting against the oppression of the Hungarian people. He 
endangered his and his wife’s life with this courageous attitude, and it became 
necessary that both of them escape. 

In the United States they proved, once again, their ability to fight totalitarian 
ideas and gave evidence of their extraordinary moral values. 

I would be most grateful if you could settle the immigrational case of these two 
worthy people. 

Very sincerely yours 
STEPHEN ReEvay, 
Head of the Hungarian Research. and Publications Service. 


Upon consideration of all the facts in this case, the committee is 
of the opinion that H. R. 2403, as amended, should be enacted and 
accordingly recommends that the bill do pass. 
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. Mr. Hype, from the Committee on the Judiciary, submitted the 
as following 


9 REPORT 


wo 
[To 2ccompany H. R. 2627] 
The Committee on the Judiciary, to whom was referred the bill 
is H. R. 2627) for the relief of Cecilia Lucy Boyack, having considered 
nd the same, report favorably thereon without amendment, and recom- 


mend that the bill do pass. 
PURPOSE OF THE BILL 


The purpose of this bill is to grant the status of permanent residence 
in the United States to Cecilia Lucy Boyack, a native of China and a 
subject of Great Britain. The bill also provides for the payment of 
the required visa fee and for an appropriate quota deduction. 


GENERAL INFORMATION 


The pertinent facts in this case are contained in a letter, dated 
November 23, 1953, from the Commissioner, Immigration and 
Naturalization Service, to the chairman of the Committee on the 
Judiciary. The said letter, and accompanying memorandum, reads 
as follows: 


Unirep STaTeEs DEPARTMENT OF JUSTICE, 
IMMIGRATION AND NATURALIZATION SERVICE 
Washington 25, D. C., November 23, 1953 
Hon. Coauncey W. Reep, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D. C 
Deak Mr. Cuarrman: In response to your request of the Department of 
Justice for a report relative to the bill (H. R. 2627) for the relief of Cecilia Lucy 
Boyack, there is annexed a memorandum of information from the Immigration 
and Naturalization Service files concerning the beneficiary 
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CECILIA LUCY BOYACK 


The bill would grant the alien permanent residence in the United Stat: 
payment of the required visa fee. It would also direct that one number }y ( 
deducted from the appropriate quota. 
The alien is chargeable to the quota of China. 
Sincerely, 
A. Re MACKEY, Commi 


MEMORANDUM OF INFORMATION FROM IMMIGRATION AND NATURALIZATION 
FILES RE CECILIA LUCY BOYACK, BENEFICIARY OF H. R. 2627 


The alien, Cecilia Lucy Boyack, a single female, was born in China on 
1906. Sheisa British subject. On March 11, 1949, she entered the Unii« 
at the port of San Francisco, Calif., when she was admitted as a visit 
months. On August 23, 1951, her application for adjustment of stat 
section 4 of the Displaced Persons Act of 1948 was denied by this Servi 
vate bill H. R. 4340, introduced in the 82d Congress for her relief, failed of 
Deportation proceedings were initiated on September 16, 1952, on the grou 
she was a visitor who had remained in the United States longer than pet 

The alien has the equivalent of a high- chool education. She was at o1 

employed as a salesgirl in Shanghai, China. Her father is dead. Her : 
a semi-invalid, resides in Hong Kong, China. She also has a sister, | 
Hefilley, residing in Switzerland. Miss Bovack lives with a married si 
her brother-in-law, Mr. and Mrs. Frank Bell, San Jose, Calif. They sup; 
and will continue to do so until her status is adjusted. 

Mr. Gubser, the author of this bill, appeared before a subcomn 
of the Committee on the Judiciary and recommended the enactm 
of his bill, and submitted the following letters and statement in its 
support: 

SAN JosE, Cauir., February 15, 
Hon. CHARLES 8. GUBSER, 


Congressman, House of Representatives, 
Washington, D,. C. 
Dear Mr. Gupser: In reference to Miss Cecelia Boyack, who is set 
remain in this country, and has been following your counsel: 
Miss Boyack has been our friend for many years and is indeed a second 


to our five children. She has taken care of them in numerous instance | 
either of us was incapacitated by illness or were out of town. 
Since she has no close relatives or friends outside the States, and as you } \ ( 


a genteel and retiring person it would be a real hardship for her to have to lea 
Anything you can do in her behalf will be appreciated and remembered | 
tespectfully, 
Mr. and Mrs. Josepu V. Bet! 





San Josn, 27, Cauir., February 14, 19 
Hon. CHar.es 8S. GuBseEr, 
Congressman, House of Representatives, 
Washington, D. C. 

DEAR CONGRESSMAN GuBsER: I am writing to you in behalf of Cecilia Boyack 
for whom you introduced bill H. R. 2627. 

Having known Miss Boyack over a period of 5 years, through being a clos ’ 
friend of her brother-in-law and sister, Mr. and Mrs. Frank Bell, with whom sh 
resides, I know personally the hardships that would fall not only upon Miss 


Boyack but upon her sister and family and her many devoted friends for whot 
she is always lending a helping hand when a new baby is born or sickness occurs 
Her being forced to leave the only home she knows since her mother’s deat ‘ 
over a year ago, would benefit no one and only hurt many. For these and | 
more worthy reasons, I honestly urge you to do all in your power to further passage ‘ 
of your bill, before any action can be taken regarding deportation. 
I also wish to thank you for all your kind efforts in Miss Boyack’s behalf and t i 
say I think you are doing a splendid job in Congress as Representative of thus 
district. If ‘here is anything further that I or her many friends can do to advance ( 
her cause, we will do it gladly and promptly. 
Sincerely yours, 


Howarp W. Banta. 


CECILIA LUCY BOYACK 3 


San Jose, Cauir., December 12, 1953 
Congressman CHARLES S. GuUBSER, 
Room 201, Bank of America Building, San Jose, Calif. 
Dear CoNGRESSMAN GuBsER: The other day your secretary, Miss Gordon, 


1oned to me requesting information relative to my case. She gave me to 
rstand that the information of my mother’s death was incomplete. I hurry 
to inform you that my mother, Mary Boyack, died at St. Paul’s Hospital in 


song on December 30, 1951, at the age of 72. 

If in your opinion, testimonials from local people attesting to my morals would 
benefit, I shall be happy to obtain and forward them to you. 

iking you again for your kind interest, I remain, 

Gratefully yours, 





Cecitia Lucy Boyack 


San Jose, Caurr., January 19, 1953 
man CHARLES GUBSER, 
House of Re prese nlatives, 
Washington, D. C 


Dear CONGRESSMAN GUBSER: Permit me to appeal to you for your valued 
ance, 
\iy name is Cecilia Lucy Boyack, spinster, 45 years old, born in Shanghai 
( 1, of British parents. 
[v father and both or my brothers died during the late war, and I was interned 


tt ey by the Japanese in Chapei Civil Assembly Center, located on the outskirts of 
shangnal 
en \fter the war I visited my sister, Mrs. Agnes Bell, who is married to Mr. 
1 ils rancis R. Bell, a United States citizen and a resident of San Jose. 
{t the time I arrived in the United States, my mother was alive but passed 
away quite recently and I am now totally dependent on my sister and her husband. 


I entered this country with the status of visitor and my application for 
ion of visa was disallowed, I now face the prospect of deportation. 
I appealed to ex-Congressman Anderson, your predecessor for help, and he 
lv introduced a private bill, H. R. 4340, in Congress to adjust my position 
g I 1 permanent resident status. Unfortunately Congress closed before this bill 
suld be passed. 
‘he Immigration Service inspector notified me that they have been requested 
by Congress to make a report about my desirability as a resident. They assured 
ai their report had been favorable and that such report is available to 
rw Government officials such as you. 
ea Please request that report and if you think I am a deserving person, then please 
roduce a bill in my behalf or do what you can 
Thanking you, I remain, 
LI Yours faithfully, 
Cremra Lucy Boyack 


H. R. 2627 for the relief of Cecilia Lucy Boyack. 

Age 47, unmarried, born July 29, 1906, at Shanghai, China. 

Subject of United Kingdom of Britain. 

During World War II captured by Japanese and interned in Chapei Civil 


yack, Assembly Center located on outskirts of Shanghai. 
Entered United States at port of San Francisco on March 11, 1949, on visitor’s 

close visa. Further extension of stay denied August 11, 1950. 
n she Subject applied for voluntary departure which was granted. 
Miss August 23, 1951, applied for adjust ment of status under section 4 of Displaced 
hom Persons Act of 1948. Denied. 
curs Private bill H. R. 4340 introduced by Mr. Anderson during 82d Congress not 
leat acted upon. 
1any Father is dead and although memorandum of information from Immigration 
ssage and Naturalization Service indicates that mother is still living, Miss Boyack has 

informed me that her mother passed away on December 30, 1951, at St. Paul’s 
1 to Hospital in Hongkong at the age of 72. 
- this Shanghai, the place of Miss Boyack’s residence, is not open to her as it is oc- 
‘ance cupied by Communists. 


England, the country of her nationality, is a strange land and there are no 
relatives there. 
TA. 





CECILIA LUCY BOYACK 


Hongkong is in danger and Miss Boyack fears further internment should she 
return ther 

Miss Boyack resides with her sister and husband, Mr. and Mrs. Frank Bel] 
at 544 South 14th Street, San Jose, Calif. They are prepared to provide for her. 

Miss Boyack is a person of good moral character. She has no friends or rela. 
tives outside the United States and would encounter extreme hardship if she were 
compelled to leave the home her sister and brother-in-law have made for her jn 
California 


Upon consideration of all the facts in this case, the committee is of 
the opinion that H. R. 2627, should be enacted and accordingly 
recommends that the bill do pass. 
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House or REPRESENTATIVES, 
Washington, im C.. April 7, 1954 
Hon. JosepH W. Martin, Ir., 
Speaker of the House of Re prese ntatives, 
Washington, dD. c. 

Dear Mr. Speaker: By direction of the Committee on Govern- 
ment Operations, I submit herewith the 13th intermediate report 
of the committee. 

Cruare E. Horrman, Chairman. 
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\ FISCAL ANALYSIS OF THE INTERNATIONAL OPERA- 
TIONS OF THE UNITED STATES FOR THE FISCAL YEARS 
953, 1954, AND 1955 


{pri 7, 1954.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 


\ir. Horrman of Michigan, from the Committee on Government 
Operations, submitted the following 


THIRTEENTH INTERMEDIATE REPORT 


SUBMITTED BY THE SUBCOMMITTEE ON INTERNATIONAL 
OPERATIONS 


On April 7, 1954, the Committee on Government Operations had 
efore it for consideration the report of its Subcommittee on Inter- 
national Operations on a fiscal analysis of the international operations 
of the United States for the fiscal years 1953, 1954, and 1955. 

fter full consideration of the report as submitted by the subcom- 
ttee, upon motion made and seconded, the report was unanimously 
approved and adopted as the report of the full committee. The 
chairman was directed to transmit a copy to the Speaker of the House, 


INTRODUCTION 


This report presents the principal international operations of the 
United States for the fiscal years 1953, 1954, and 1955 in terms of the 
mounts of money involved and the agencies of the United States 
Government which have fiscal responsibilities for them, The source 
s the Presidential budget for fiscal year 1955 as submitted to the 
Congress on January 21, 1954. The report lists foreign military and 
conomic aid programs but does not include the cost of American 

litary forces in foreign countries. 

This listing is intended to give a general idea of the scope and rela- 

e importance of these programs. The methods of financing these 
rograms are not uniform and are quite complex. This report should 
be considered in the light of the following qualifying factors: 











2 FISCAL ANALYSIS OF INTERNATIONAL OPERATIONS 


1. This listing consists primarily of those programs which involy 
activities of the United States Government in foreign countries a; 
other programs which are largely concerned with our internation, 
problems. Selection of such programs must be somewhat arbitra 
since almost everything the Government does is affected by or | 
volves some aspects of our international responsibilities. There ar 
number of borderline entries which might be included or exelud, 
with almost equal justification, There are also several prograi 
included which are associated closely with our foreign policies, | 
whic h do not involve American operations in foreign countries. 

The listings in this report show the size of programs in terms 
money involved for fiscal years 1953, 1954, and 1955, except that 
detail is available for the mutual security economic and _ techni 
cooperation program and the mutual military program pending form 
transmission of the President’s recommendation to the Cone 
It should also be understood that figures given for the fiscal vs 
ending June 30, 1954, represent estimates. 

3. In 1953 and prior years certain foreign currency receipts wi 
available for use without appropriation. Beginning with 1954 | 
receipts were avi ailable only through appropriations made b 
Congress. For purposes of compar: ability the foreign currencies us: 
in ie have been included in the tables. 

The listing does not reflect the time lag or slippage bet 
initis al financing and actual implementation of fore’ ign programs no 
does it give indication of appropriation balances not obligated und 
the relatively minor expenditure programs. 

The significance of our foreign program from a dollar standpoi 
cannot be indicated uniformly nor completely by citing a sing 
figure. Administrative expenses, payrolls, etc., can usually }y 
expressed reasonably well in terms of obligations but obligations o 
annual appropriations do not indicate fiscal importance of many oth 
programs such as foreign loan activities, various trust fund arrang 
ments and revolving funds. Since different criteria are used 
indicated in the listing, it is not feasible to make direct comparisons 
of totals. Any attempt to express the fiscal importance of foreig 
programs by single figures oversimplifies the problem. Hence this 
listing is useful only as a general index of the scope of the program 


DEFINITION AND EXPLANATION OF TERMS AND HeEApinas UseEp IN 
Report 


Obligations.—-Consists of orders placed, contracts awarded, services 
rendered, and other transactions occurring in a fiscal year for whi 
payment must be made. Some tables are headed “Direct obligations 
In such instances the obligations reported are only those directl 
attributable to activities financed by the particular appropriatior 
being reported on; thus, it excludes obligations incurred under rein 
bursements received by that particular account. Where the heading 
“Obligations” is used, reimbursements are either insignificant 
amount or are nonexistent in the appropriations being reported on 

E-rpenditures.—Represents disbursements of cash in payment f 
obligations incurred. Expenditures rather than obligations are us 
in some tables in this report as a measure of activity in order to provid 
comparability with last year’s report. 


> ee ie ae ee 
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Funds applied, not obligations.—This is used in those imstances 
where activities are carried on through a revolving fund, that is, 
where receipts from operations are automatically available without 
further appropriation for carrying on a cycle of operations as in con- 
ducting a business. The accounts of the agencies are not kept on an 
obligation basis but rather on the basis of funds applied to operations 
and funds provided by operations. The “Funds applied’’ to opera- 
tions provide a measure of the level of operations under a revolving 
fund just as do obligations in the case of nonrevolving funds, 


Funps APPROPRIATED TO THE PRESIDENT 


Funds required for the prosecution of foreign economic and mutual 
defense assistance programs have been appropriated by the Congress 
under “Funds appropriated to the President.’ The appropriation 
has been administered by the Director of Foreign Operations, who has 
allocated funds to the Foreign Operations Administration for mutual 
economic and technical cooperation activities and to the Department 
of Defense for mutual military program activities. These agencies 
have, in turn, suballocated funds to other cooperating Federal 
agencies. The budget for fiscal year 1955 does not request new 
authorizations, but proposes $3,510,000,000 for later transmission. 
broken down as follows: 


Mutual security economic and technical cooperation program 1 $875. 000. 000 
Mutual military program 2 2. 500, 000, 000 
Contributions to voluntary international programs > 135, 000, 000 


tem continues in the Funds Appropriated to the President chapter of the budget 

rtion of the mutual security prograin is shown in the Department of Defense, Military Functions 
the budget. 

¢ 1955 estimate appears in the Department of State chapter, proposed for later transmission. 






MUTUAL SECURITY ECONOMIC AND TECHNICAL COOPERATION PROGRAM 


Following is a breakdown of obligations under allocations of mutual 
economic and technical cooperation funds to various agencies. (All 
available funds were obligated except for estimated savings of 
$5,822,454 in fiscal year 1953 and $100,000 in fiscal year 1954.) 


Direct obligations 


1953 actual 1954 estimate 1955 estimate 


Allocation to Foreign Operations Administration $1, 828, 545, 219 $992, 096, 123 
Allocation to Department of Agriculture. 1, 600, 000 








Allocation to Department of Commerce 379 591, 617 
Allocation to Department of Defense 031 73, 585 
Allocation to Defense Production Administration 13, 600 
Allocation to Department of Health, Education and 
Welfare 380, 7 400, 000 
Allocation to Department of the Interior_- 500, 000 
Allocation to Department of Labor 145, 305 200, 000 
Allocation to Department of State 5, 371, 191 129, 367, 641 
Reserved for future allocation - 281, 691, 000 
rotal mutual security, economic, and technical 
cooperation programs 1, 924, 972, 839 1, 406, 519, 96¢ 











































j 
Europe: | 
Country aid SE dene 
5 Technical assistance. ......--.------------------- 
United State 4s contribution to EP G. a 
i Austrian dollar diversion recovered and returned 


—) ll, pdinictnanqetaet 
Total Europe.........-.. — béakdasecanauns | 


Near East and Africa 
Bilateral technical cooperation.-..................-... | 
Special economic assistance . ...........-- —— 
Dependent overseas territories.....................- | 







Total Near East and Africa_. 


Asia and Pacific 
Bilateral technical cooperation 
‘ Special economic assistance 
P| Economic and technical assistance 
Special projects . “i 


Total Asia and Pacific lpia sdnsa tahoe 


American Republic 
Bilateral technical cooperation 
Special economic assistance 


Total 


Nonregional programs 
Movement of migrants si 
Ocean freight, voluntary relief shipments 
Escapees.... — > seal thd lives tthe 
Control act expenses 
Basic materials development 
Surplus agricultural commodities 
International materials conference 
Administration 
Special food program 
Contributions to 
NATO civilian headquarters ‘ 
United Nations Re lief and Works Agency 
Palestine refug ee 
Multilateral technic val cooperation 
International] children’s welfare work 
United Nations Korean Reconstruction Agency 
Special projects 








Total nonregional programs 


rotal mutual security, economic, and tech- 


al cox peration programs 


Department of Defens : 
Allocation to Foreign Operations Administration 





Total mutual military program 

















1 This portion 
tions Chapter of the 1955 Budget 
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MUTUAL MILITARY 


1¢ Mutual Security Program is shown in t 


FISCAL ANALYSIS OF INTERNATIONAL 


1953 actual 


| $1, 319, 


1, 


346, 





58, 
70, 
44, 


7) 


67, 
30, 
123, 
1, 


16, 


16, 





Direct obligat 


| 


704, 808 


150, 910 


856, 368 


257, 256 | 
228, 000 | 
037, 400 


522, 656 


070, 146 
000, 000 
629, 141 | 
998, 939 |__ 





953, 825 


953, 825 


8, 190, 000 
2, 191, 078 


3, 


26, 


51, 


i, 


16, 
Q 
6, 


40), 


165, 


1, 924, 


PROGRAM 


186, 590 
718, 77 
597, 455 
13, 600 
080, 661 
375, 609 
000, 000 
171, 333 
666, 667 


750, 000 


941, 764 


972, 839 


1 


Direct ob] 


iigations 


$201, 721, 187 | 
16, 541, 980 | 





1954 estimate 








3, 792, 500 


155, 000, 000 
12, 000, 000 


200, 


29 


121, 


50, 


281, 


792, 


32, 100, 
5, 000, 
821, 


, 921 


, 500, 
25, 000 


3 


, 000, 
, O78, 
, 000, 
, 000, 


551, 
, 500, 


, 169, 
, 063, 


500, 
, 814, 


700, 


000, 


2, 500 


000 
000 
596 


, 596 


2,000 
, 000 


, YOO 


000 


000 
000 
000 
000 


120 
000 


000 


250 
000 
333 
000 
000 


640, 200, 703 


1, 406, 


519, 


066 


ions 


OPERATIONS 


Following is a breakdown of these obligations by activity: 








Following is a breakdown of obligations incurred by the Departm: 
of Defense and Foreign Operations. Administration in carrying out “3 
mutual military program: (all funds available in fiscal year 1953 0 
gated, but unobligated balance of $681,448, : 


391 in fiscal year 1954 { to 
be continued available under proposed legislation) 


1953 actual | 1954 estimate | 1955 esti 


$2, 609, 
60, ‘ 


2, 669, 


he 


587, 889 | $3, 801, 651, 000 
750, 000, 000 





9, 000 


826, 889 


4, 551, 651, 000 


De spartme nt of Defense, Military 





FISCAL ANALYSIS OF INTERNATIONAL OPERATIONS by 


Following is a breakdown of these obligations by activity: 


Direct obligations 





1953 actual 1954 estimate 1955 estimate 
Defense activities: Materiel acquisition: 
Aircraft - . $870, 099, 473 $793, 840, 000 
nd harbor craft -. aa | 25 , 243 262, 085, 000 


, 964 456, 






t vehicles. 


an 
: 2, 000 | 
wrt vehicles_. ‘ a cia 
r 






» 735 | 199, 767, 000 
y , 865 201, 000, 000 
al . , 819 70, 000, 000 
A tion , 964 | 785, 568, 000 
F ronics 5, 116 293, 802, 000 
ijuction equipment and facilities. - - : | , 735 33, 415, 000 
struction, railroad and materiel handling equip- | 
ent 15, 327, 816 40, 827, 000 | 
r major procurement - ‘ 45, 561, 443 71, 096, 000 
- roleum, oi] and lubricants | 7, 201, 879 47, 000, 000 | 
\ al equipment and supplies | 1, 416, 667 5, 000, 000 | 
snizational equipment and supplies 28, 291, 450 33, 004, 000 
tal materiel acquisition __._. . 2, 116, 227, 561 | 3, 292, 876, 000 


="|—= = ——=_E _ SS 


Expenses of supplying and delivering materiel: 
ansportation . . ..- | 105, 027, 107 99, 015, 000 


Packing, handling, and crating costs 81, 775, 116 75, 000, 000 
} rand rehabilitation of excess stocks 10, 705, 020 19, 311, 000 
)ffshore procurement office expenses_. | 1, 449, 179 | 3, 289, 000 
tal expenses of supplying and delivering mate- 
el : ‘ 198, 956, 422 196, 615, 000 
tions to— 
ATO international military headquarters 9, 326, 659 8, 077, 000 
( ruction of facilities in foreign countries for 
ollective defense.................- em 139, 758, 287 166, 000, 000 
: a 4 Se . 
tal contributioms.............. : 149, 084, 946 | 174, 077, 000 }_- 
rraining int iiiatdadsebwke Susana 119, 986, 313 116, 949, 000 | 
\ istration... sate eats aaa rae 23, 714, 398 21, 134, 000 | 
Construction.........- eiriatepnabieahs wnteneg dihictiinel 1, 618, 249 
Total defense activities... ..- 2, 609, 587, 889 3, 801, 651, 000 |_. 
fense support activities: 
Mutual special weapons. ......................... ine 50, 000, 000 
Manufacturing in France Gianni ; 85, 000, 000 
fanufacturing in United Kingdom-- “ 85, 000, 000 
pport of forces in the Associated States of Cam- 
odia, Laos, and Vietnam... ‘ 7 500, 000, 000 
mon-use programs.......... sidcemacatiiaes 60, 239, 000 30, 000, 000 
Total, defense support activities. ...- = 60, 239, 00K 750, 000, 000 
tal, mutual military programs-... ‘ 2, 669, 826, 889 4, 551, 651, 000 


Other active international programs financed from funds appropri- 


ted to the President as follows (all available funds obligated): 














he 
Direct obligations 

)li- . : 

to ~ | “ om 

1953 actual 1954 estimate | 1955 estimate 
relief ate in Rata ; a $3, 000, 000 $9, 025, 000 
and rehabilitation in Korea ! : Bias 200, 000, 000 

Total....... \ Ear ; 203, 000, 000 9, 025, 000 
4 funds made available by transfer from “Maintenance and operations, Army,” “Ordnance and 
les, Navy,” and “Ships and facilities, Navy,’’ pursuant to 67 Stat. 42 Funds to continue activity 
i ire included in proposed for later transmission under ‘Mutual security economic and technical 


ition. 
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Following is a listing of inactive international programs under fun; 
appropriated to the President where expenditures occur as a resy 
of obligations incurred in prior years: 





UNITED STATES 


INFORMATION 


1953 actual 


$180 

360, 688 
21,071, 251 
1, 791, 498 
206, 228 


28, 429, 854 


5, 630 


AGENCY 


Funds are appropriated directly to the United States Informat 


Agency to carry out international information activities authoriz 
by Reorganization Plan No. 8 of 1953. 


program have been obligated as follows: 


tes Information Agency 


expense United St 


DEPARTMENT 


Obligations under direct 
of State are as follows: 


Salarie ind expenses 
Representation allowances 
Emergencies in diplomatic and ce 
Government in occupied areas 
Contributions to international org 
down as follows 
United Nations orgat 
United Nations 
United Nat Educational, 
Cultural Organization 
International Civil Aviation Or 
World Health Organi 
Food and Agriculture Organization 
International Labor Organizatior 
International Telecommunication Union 
World Meteorological Organizatior 
Inter-A nizations 
American International Institute 
of Childhood 


Inter-American Indian | 


msular services 


inizations (broken 


ions Scientific, and 
nization 


erican org 


for Protectiot 


titute 


Inter-American Instit f Agricultural Science 
Pan American Institute of Geography and His- 
Pan American Railway Congress Association 
Organization of American Stat 


1953 actual 


$126, 424, 953 


126, 424, 953 


STATE 


195: 


actual 


, 345, 948 
650, 000 
, 042, 736 


26, 354, 031 


15, 440, 860 


2 855, 609 





All funds available to 


Direct obligatior 


1954 est 19 
$90, 617, 732 $01 
90, 617, 732 " 


Direct ob] 


gations 


1954 estimate 19 
$66, 375, 000 Sh4 
500, O00 ay 


1, 000, 000 
18, 551, 000 


15, 167, 040 


2, 845, 900 


1, 457, 750 1, 55¢ 
2, 993, 400 2, US 
1, 554, 000 
$21, 209 
138, 200 
$6, 253 
10, 000 
4, 800 


160, 000 


10, 000 
5, 000 
) O85, 561 2, OR 


1, 320, 000 


t} 


appropriations made to the Department 


my 
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— ternational organ 
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tion of International Arbitra 
e Spartel and Tangier Light 
itional Bureau of the Pert 









































} ted States ¢ UNES( 
this stes rel stive t 
lation Organizatior 
mn group of the Inter] 
erican Railway Congress 
I ted States representative to Int 
Juridical Commis 
{ «i States representative to ¢ 
ization of A can St s 
| contingencik 
Amer ections, international con 
tional Boundary C ie { 
\ k nd Canad itlo 
mn United States 4 
mal sheries ( i I 
il Pacifie Halibut mn 
Salmon Fisheries Commis 
1 Tuna Commission, Int 
r Northwest Atlantic Fis 
| Whaling Commission 
nent ernational educational exchange act 
nal Claims Commission 
Acquisition of buildings abroad 
‘ mal Boundary and Water 
{ i States and Mexico 
s es and expenses 
Construction 
Operation and maintenance 
Rio Grande emergency flood protect 
M ou 
itional aid for ¢ nd Kort 
. United for 
areas urnishing of pern headquar 
: York City 
— Payments of claims, lt ted 
athe Philippine rehabilitation: Reappropr 
Restoration of salmon runs, Fraser Riv 
International Pacific Salmon Fisheri 
sion 
Revolving fund, operation of 
¥ upporting 





INTERNATIONAI 








”y 


OPERATIONS 


- Kn 


RO. OOK 


3, SK 
AM 


NK 


38, 000 


O06, OOK 


500, OOK 
463, 183 
900, 000 
oO. 014 


475, 600 


~ 


$ WX 
% 7% 
89 
s 3 
798 
>, 650 
? t 
S20, OOK 
“ 
RO, OO 
5, MK 
uM 
34, OO4 
000, OOK 
is, OOM 
25, OOK 
100, OO 
$4,950 
wil ” 
480, 000 
26, 264 
OM an 
100, OOF 
200, OOK 
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\ppropriations are made directly to a number of other departm, 
for international activities, as follows: 


DEPARTMENT OF AGRICULTURE 


Eradication of foot-and-mouth disease 


Foreign Agriculture Service 


Commodity Credit Corporation 


Purchases ! 


Other program expenses ! 
International Wheat Agreement costs !. _- 
Emergency assistance to Pakistan: Wheat ! 


! Funds applied, not obligations. 


Bureau of Foreign Commerce 
Salaries and expenses 


Export control 
Bureau of Public Roads 
Inter 


Civil functions 


Civilian relief in Korea 


American Highway 
Rama Road, Nicaragua 
Inter-American Highway 


DEPARTMENT 


(Costa Rica 


DEPARTMENT 


Government relief in occupied areas 


Canal Zone Government 
Operating expenses 
Capital outlay 


a 


Maintenance and operations 


Memorial to Maj 


St. Lawrence 


Seaway 
(proposed legislation 


Gen, George W. Goethals 
Development 


1953 actual 


$3, 982, 116 
855, 508 


101, 126, 088 | 


453, 215 





OF 


1953 actual 


$1, 690, 451 


5, 614, 766 | 


1, 971, 431 
33, 839 


OF DEFENSE 


1953 actual 


$93, 402, 349 
21, 988, 651 


16, 406, 180 


169 
89, 713 


Corporation 


Obligations 
1954 estimate 
$2, 825, 204 
948, 500 
79, 861, 655 


84, 481, 612 
79, 799, 000 


COMMERCE 


Obligations 


| 1954 estimate 


| $1, 511, 900 
4, 100, 000 


1, 905, 135 


1, 000, 000 
1, 533 


Expenditures 


1954 estimate 


$80, 000, 000 
4, 000, 000 


17, 100, 000 


“I 
a 


1955 
$ 
R9 
1955 est 
| 
| 
| 
| 
} 
$2, 800, ON 
00, 006 
RS OO 
1, 000. 0% 


1955 estimate 





Canal Zone Government 
Postal service 


Panama Canal Company 


DEPARTMENT 


1953 actual 


$1, 517, 268 
106, 207, 793 





OF JUSTICE 


1953 actual 


$40, 958, 529 


Funds applied 


1954 estimate 


$192, 375 


102, 049, 342 


Obligations 
1954 estimate 


$42, 170, 000 


$40, OK 
4 . 
13, 800, 00e 
yf ‘ 
=) UL 
= 
| RR 
| 1955 est 
$09 





1955 ¢€ 





S40) 
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DEPARTMENT OF LABOR 





Obligations 
1953 actual] 1954 estimate 1955 estimate 
ternational Labor Affairs. --..---- - $109, 779 $105, 040 $114, 040 
Mi rican farm labor program jae om 2, 497, 522 1, 250, 000 1, 746, 000 
Bur ‘au of Labor Statistics: Foreign labor conditions 86, 861 71, 760 72, 979 


TREASURY DEPARTMENT 


RFC activities—The Treasury Department is engaged in the 
liquidation of the Reconstruction Finance Corporation, which had 
outstanding loans to the Philippine Government of $51 million as 
of June 30, 19538. 


MISCELLANEOUS AGENCIES AND PROGRAMS 


A number of programs falling within the broad definition of inter- 
national activities as expressed in this document are carried on by 
various agencies as follows: 


Obligations 








1953 actual 1954 estimate 1955 estimate 








American Battle Monuments Commission: 


ilaries and expenses ‘ . $710, 331 $747, 200 $775, 000 
Construction of memorials and cemeteries- - - ...-- 3, 930, 149 6, 980, 524 7,000, 000 
Dedication of World War II memorials_-_-__-._- : 18, 945 ‘ i 

Displaced Persons Commission - | 518, 901 





Phi ne War Damage Commission (expenditures) . 5, 962 me 
Vet Administration: Grants to Republic of | 
Philippines. ..-- epee -_ oe 1, 976, 884 11, 700, 000 1, 564, 000 
Civil Service Commission: Investigation of United 
States citizens for employment by international | 
organizations. _.....--..-. eae F 998, 999 1, 200, 000 | 900, 000 
Commission on Foreign Economic Policy a 300, 000 7 
Tariff Commission--.-..-...-- aon 1, 275, 521 1, 297, 375 1, 333, 600 
Public Health Service: 
Foreign Quarantine Service ---. bal 3, 048, 467 2, 902, 100 | 2, 900, 000 
Gorgas Memorial Laboratory idle 117, 600 143, 000 | 131, 000 


EXPORT-IMPORT BANK 


The Export-Import Bank now has total authority of $4.5 billion, 
of which $2.5 billion was in form of outstanding loans on July 1, 
1953. Loans outstanding for June 30, 1955, estimated to be $2.7 
billion. Administrative expenses are now limited to $1 million. 


TRUST FUNDS 


Trust funds are those funds which are established to account for 
receipts which are held in trust by the Government for use in carrying 
out specific purposes and programs in accordance with a trust agree- 
ment orastatute. ‘Transactions affecting these funds are a part of the 
financial program of the Government, but the trust funds are not 
owned by the Government and are usually financed from other than 
Government revenue sources. 











10 FISCAL ANALYSIS OF INTERNATIONAL OPERATIONS 


An example is “Advances, Mutual Security Act, executive,” whi 
was established to record transactions under a program to prox 
American-produced military supplies with funds advanced by friend|; 
foreign rovernments. 

Another example is the Foreign Service retirement and disabilit 
fund, which is used for the payment of annuities to retired Foreign 
Service officers. The funds is maintained through (1) deduction of 5 
percent of the basic annual salaries from the pay of all Foreign Service 
officers, (2) interest on investments. and, infrequently, (3) appropria- 
tions by the Congress. 


Expenditures 














1953 actual 1954 estimate 1955 estimat 
Funds appropr : Presiden 
Ady : ) assistance, Foreign Opera- 
tions A istration $2, 360,010 $41, 581 
Advances fr Greece and Turkey for assistance, 
Executive Office of the President 74 1, 746 
Advances, Mutual Security Act, executive 125, 189, 262 198, 251, 489 $171, 500. % 
Philippine assistance, Foreign Operations Admin 
stration 2, 168, 714 2,012, 898 
lech il assistance, United States dollars ad- 
vanced from foreign governments, Foreign Opera 
tior Admini atio 345, 464 25, 000 2 
Department of State 
Education of Iranian students in the Ur ate 31 ), 744 
Foreign Service retirement and disability i 1, 830, 528 1, 940, 000 2 
Independent offices 
American Battle Monuments Commission 942 1,517 
General Accounting Office: Proceeds from estates of 
American citizens who died abroad 140, 117 5. 000 9 
War Claims Commission 42, 208, 458 67, 583, 999 18, 196.7 





Smithsonian Institution: Canal Zone biological area 
fund 10, 817 9, 688 ) 
Department of Commer 
Civil Aeronautics Administration: Expenses of 
foreign students 18, 229 2, 351 
Bureau of Public Roads 
Equipment, supplies, etc., for cooperating 











countrie 1, 138, 557 900, 5O. 
echnical assistance, United States dollars ad- 
vanced from foreign governments -. 3, 055, 269 2, 622, 961 1, 500. 0M 
Department of Defense, military functions 
Department of Army 
Advances for Korea from UNESCO 109, 000 
Advances for supplies and expenses, UNKRA 30, 327 3, 635, 000 3. ON 
Expenses, IRO 2, 829 7, 243 
Transportation, IRO 1,192 11,155 
Department of Navy 
Naval reservation, Olongapo civic fund 240, 418 241, 712 324 
Transport ,IRO 2, 797 51 
Department of De se, civil functions 
Department of Army: Proceeds of remittances to 
and exports from occupied territories 30, 102 229, 444 
Department of Justice: Alien Property Custodian 
Alien property fund, World War I 54, 959 18, 034 2 
Alien property fund, World War II 8, 965, 762 69, 261, 345 7, 798 
Alien property fund, Philippines, World War II 602 136, 047 168 
Department of Treasury 
Mexican claims fund 2, 518, 797 2, 500, 000 2.5 
Panama claims fund 226, 900 
Payment of ds of the Government of 
Philippines 8, 157, 520 188, 355 2 x 


Yugoslav claims fund. 62, 433 1, 000, 000 15, 93 





~at 
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GERMAN CONSULATE-AMERICA HOUSE PROGRAM 
(Part 2) 


1954.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed, with an illustration 


Mr. Horrman of Michigan, from the Committee on Government 
Operations, submitted the following 


FOURTEENTH INTERMEDIATE REPORT 


SUBMITTED BY THE SUBCOMITTEE ON 
INTERNATIONAL OPERATIONS 


On April 7, 1954, the Committee on Government Operations had 


before it for consideration the report of its Subcommittee on Inter- 
national Operations on the German Consulate-America House Pro- 
gram (pt. 2). 

After full consideration of the report as submitted by the sub- 
committee, upon motion made and seconded, the report was unani- 
mously approved and adopted as the report of the full committee. 
The chairman was directed to transmit a copy to the Speaker of the 
House. 

INTRODUCTION 


On March 17, 1953, the Committee on Government Operations 
approved and adopted as a report of the full committee the report of 
ts Special Subcommittee Investigating the German Consulate- 
America House Program. The report was printed as the First Inter- 
mediate Report of the Committee on Government Operations, House 
Report No. 168. 

Detailed information concerning the proposed construction program 
is set forth in that report. In brief, however, the original estimates of 
the Department of State called for the expenditure of the dollar 
equivalent in deutschemarks of $19 million. It had been planned to 

erect throughout Germany 7 office buildings at a total cost of the 
| deutschemark equivalent to $5, “a 1,000, 275 apartment units at a total 
cost equivalent to $9,526,000, 8 ptincipal officer residences at a total 
cost equivalent to $1, 188,000, and 6 America Houses (information 

nters) at a total cost equivalent to $3,115,000. The program was to 

e been financed from the surplus in a prisoner-of-war fund orig- 

wih held by the United States Army to pay the claims of former 
German prisoners of war held by the United States during World 


1 





2 GERMAN CONSULATE-AMERICA HOUSE PROGRAM 
War II which eame into the possession and control of the United 
States High Commissioner for Germany when he assumed the occupa- 
tion responsibilities of the Army. 

The subcommittee requested that the Department of State clear th, 
program with the Bureau of the Budget. Further, it indicated tha: 
the Department of the Army should carefully review the studies mad; 
by the Department of State to determine if a surplus actually existed 
in the prisoner-of-war fund and if so whether that surplus would 
adequate for the proposed building program. 

On March 11, 1953, the Under Secretary of State for Administ 
tion, Mr. Donald B. Lourie, notified the chairman of the special sub. 
committee, Congressman William E. Miller, of New York, that 
Department of State had approved a reduction of $2,477,240 in ¢] 
budget for the program and would request the Bureau of the Budge 
to approve the reduced program. Since the special subcommitt 
went out of existence on March 17, 1953, the International Opera 
tions Subcommittee, which was currently investigating anoth 
building program of the Department of State in the Bonn-Ba 
Godesberg area in Germany, took over further consideration of this 
project. Congressmen Charles B. Brownson, of Indiana, Bill Lant 
of Florida, and Thomas J. Dodd, of Connecticut, members of 
International Operations Subcommittee, had also served as memly 
of the special subcommittee. In the course of its hearings on th 
Bonn-Bad Godesberg construction, the International Operations 
Subcommitiee made it abundantly clear that it regarded the scale of 
the construction in Germany as entirely too expansive and expensiv: 

By letter, dated May 26, 1953, Congressman Brownson, chairma 
of the International Operations Subcommittee, was advised by 
Edward B. Wilber, budget officer of the Department of State, tha 
the Bureau of the Budget had approved a modified German consulat 
America house-building program which reduced the originally est 
mated expenditure of the deutschemark equivalent of $19 million to a 
permissible expenditure of the deutschemark equivalent of $7,655,000 
Mr. Wilber indicated that it would be helpful if the Department cou 
convey to the Appropriations Committee of the House that the Inte 
national Operations Subcommittee concurred in the importance « 
proceeding with the program in accordance with its modified scope an 
cost. 

THE REDUCED CONSTRUCTION PROGRAM 


The International Operations Subcommittee held a hearing con- 
cerning the reduced German consulate-America house constructio! 
program on June 2, 1953. Testimony was received from Mr. Wilber 
Leland W. King, Director,’ and Edward J. Kerrigan, Deputy Directo 
Foreign Buildings Operations, Department of State, and Frank Kk 
Hefner, Executive Director, Bureau of German Affairs, Department 
of State. In addition to the regular members of the Internation 
Operations Subcommittee the hearing was attended by Congressn.a! 
Richard H. Poff, of Virginia, in response to an invitation extended t 
all members of the special committee which examined the origina 
program. 

The subcommittee was furnished the following table which shows 
the various budget revisions undertaken by the Department of Stat 

! See H. Rept. No. 1387, the 11th intermediate report of the Committee on Government Operat 


of Nonapnvropriated Funds by Executive Agencies (Bonn-Bad Godesberg Area Construction Pr 
r. King has resigned from the Department of State since the hearing was held. 
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Tabulation of number, units by cities 





Staff housing Consnier office | Principal officers’ America houses 














buildings residences 
Cities . a = —- L a 
| i 

Original; Final Original | Final || orieina Final | Original Final 

rs ds 
a cicccnnisneimebiieiiiante 0 0 0 0| 2 | 2 | 1 | 
DR nit ic ceteninienbnnesl 30 17 1 | 1 | 1 1 |} 0 
Frankfurt...--.----- esas 0 0 1 | 1 | 1 | 1 | 1| 
i S aa 139 | 69 1} 1 1 1 1 | 
4 25 1 |} 1 | 1 | 1 |} 1 | 
Dusseldorf... .-.- SS TY 38 21 1 | 1 | 1 | 1 | 0 
Bremerhaven.........-- 0 0 1 1 | 0} 0 |} 0 
Cologne. .. a ok 0 0 0 0 0 0 | 1 | 
Hamburg. .....- ae eeeacdl 34 25 1 1 1 1 | 1 
a ee 275 157 71 7 ~ 8 | 6 | 


Mr. Joseph M. Dodge, Director of the Bureau of the Budget, in his 
letter of May 25, 1953, to the Secretary of State approving the reduced 


. 


program of $7,655,000 said in part: 


After a careful analysis of the data submitted and information presented by 
Department of State representatives, it has been determined that a total program 
of not to exceed the magnitude of $7,655,000 seems justifiable. Therefor 
addition to the foreign credits State will use in fiscal year 1953 estimated at 
2,307,000 dollar equivalent, there is hereby approved not to exceed $5,348,000 
for 1954, which shall be used exclusively to purchase foreign credits owed to or 
owned by the United States. This amount would be provided as an additiona 
amount under the Government in occupied areas appropriation for transfer to 
the ‘‘ Acquisition of buildings abroad”’ appropriation. 

The subcommittee carefully reviewed the individual reductions and 
particularly their effect upon the operations of the Department of 
State in Germany. 

As the table on budget revisions indicates, the construction of new 
America houses was completely eliminated. This appeared to be a 
realistic move in view of certain studies which are presently being made 
by the executive branch covering the overall United States information 
programs and the fact that on June 1, 1953, the President transmitted 
to the Congress for approval, Reorganization Plan No. 8, providing for 
the reorganization of the foreign information program. The subcom- 
mittee concurred in the wisdom of delaying any construc tion of new 
information centers until clarification of the Government’s overall 
plans in this important field could be obtained. 

The item for the construction of principal officers houses was =~ 
completely eliminated. Witnesses from the De partment testified 1 
this woul 1 not materially affect the Department’s operations and that 
it was believed dwellings could be procured on a rental basis for those 
officers having represe tational responsibilities who could not be ade- 
quately housed in the apartments to be built under this program. 
The subcommittee agreed. 

The office building construction was reduced from an original « at 
mate of $5,171,000 to $4 million approved by the Bureau of | 
Budget. The number of buildings originally planned remained con- 
stant atseven. ‘There will be no fundamental change in the nature of 
the construction but less space will be provided. The subcommitte 
was advised that this reduction was made on the basis of an expected 
decrease in personnel. Testimony was received that this expected 
decrease had been scheduled as follows: 
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1953 fiscal year: 


i 


I ad, sae mtn ale ee eee oie ee ee ee 629 
ee ee ch bitte is eclahen a eran dude mabe eo lc al 5, 047 
ON i a Pe ee, et ee 5, 676 

1954 fiseal year: 
a ssi ies mean eae insta i ight aa ahem dns seed 559 
Locals paca soe eo ~< eetanaeces — » ne ee 7 a a 4, 438 
Total_- i inden a tsa ais a ss 7 : _ 4,997 

1957 fiscal year: 
Americans- - \iteas : a ee nti lama di 447 
TIN sis ate ocketoe a an lla Teas es 5 ; om Op OON 
Totes Joue ee Lh ht aS See al eee _ 3,998 


On the representation of the Department of State that the modified 
construction program would be adequate for the conduct of its affairs 
it appeared to the subcommittee that the program was sound. 

The greatest cut in the entire program was in the reduction of staff 
housing, i. e., apartment units. Originally it was planned to erect 275 
units at an estimated cost of $9,526,000. The Department of State 
reduced the number of units to 157 at an estimated cost of $3,733,115. 
The Bureau of the Budget accepted the reduced unit figure but lowered 
the permissible expenditure to $3,285,000. 

The subcommittee was advised that the reduced number of units 
was based primarily upon the smaller staff expected to be required in 
1957. Further, an occupancy requirement figure of only 75 percent 
of the projected 1957 complement was taken. This occupancy figure 
is intended to adjust for the normal incidence of personnel turnover, 
home leave, and other similar factors. 

In addition the construction will follow generally the low-cost, 
multiple-housing plan worked out at the direction of the Bureau of 
the Budget for Federal personnel. Types of construction recom- 
mended under this plan, it is understood, will be considerably less 
expensive. Further, there will be a reduction in the floorspace allow- 
ance per apartment below that originally planned. Mr. King testified 
that the average apartment size in the United States for 1-, 2-, and 
3-bedroom units is approximately 810 square feet. The Bureau of the 
Budget allowed an average of approximately 908 square feet. The 
additional square footage was allowed in recognition of the need in 
Germany for larger personal property and fuel storage facilities and 
for maids’ living quarters. The subcommittee was informed that 
maids are an economic essential in Germany and are customarily 
provided with living space. It is expected that each maids’ quarters 
will house two maids. 

These apartments in the United States would cost approximately 
$12,600 per unit. In arriving at its estimates the Bureau of the 
Budget reduced this figure by 25 percent in view of the lower construc- 
tion costs in Germany so that it is expected the unit cost will average 
$9,450. 

in addition to allowances for construction as such, necessary pro- 
vision has been made in the revised program for the costs of such 
items as landscaping, power connections, and construction of off- 
street parking areas as required by zoning regulations. 
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The furniture of the apartments will be financed by deutschemark 
available to the United States. If the furniture is purchased in Ger. | 
many, this should assist the German economy and result in event 
savings to the United States Government by obviating the necessit 
of transporting the furniture of personnel to Germany and back to ¢] 
United States at Government expense. 

Further there should be additional savings in that it will not 
necessary for the United States to pay the rental allowances nort 
provided for Government employees overseas which will in 
help to amortize the original cost of the apartments 

As indicated previously the subcommittee was advised tha 
Department of State felt the staff housing as rescheduled wou 
adequate for the needs of most of its personnel except thos 
ranking officers having representational responsibilities. In 
cases, rentals will have to be effected as the need arises 

{s will be noted on the chart above, entitled “Budget Revisio: 
the total estimate permitted by the Bureau of the Budget ini 
one item of $370,000 for sites and fees on projects eliminated. TT 
amount covers projects already in progress before they were halt 
for review by the Department of State. The subcommitte 
informed, however, that it is possible that the land of these sites 
be resold at a profit and that the only real losses expected will 
relatively minor sums in technical fees and miscellaneous expens 
incurred in the High Commissioner’s Office in Bonn. 


CONCLUSIONS AND RECOMMENDATIONS 


At the conclusion of the open hearing the subcommittee met 
executive session and later issued the following statement: 


Che International Operations Subcommittee of the Committee on Governn 
Operations, meeting in open and executive session today, a quorum being pres 
received testimony concerning the revised German consulate-America house 
struction program of the Department of State and concurred in the foll 
conclusions and recommendations: 


CONCLUSIONS 


1. The Bureau of the Budget and the Department of State reduced the per 
sible expenditures for the program to a maximum of the deutschemark equi 
of $7,655,000 for the fiscal years 1953 and 1954 as compared with the orig 
ae ited expenditure of $19 million programed by the Department of Stat 

result of hearings of the Miller and Brownson subcommittees of the H 
C ommittee on Government Operations. 

2. The effect of this reduction is to eliminate all programing for the constru 
of houses for principal officers and of America houses (information centers 
to sharply reduce permissible spending for staff housing and office buildings 

3. The reduced housing and office-building program is consistent wit! 
present plans of the Department of State to decrease its consular and informat 
service personnel complement each vear until fiscal year 1957 when it is exp 
the number of personnel will have been relatively stabilized. The eliminati 
the America-house program for the present is justified in view of the fact that t 
whole information program of the Department of State is now under revie 
the executive branch. 


RECOMMENDATIONS 





1. The subcommittee feels that the reduced program is realistic and sound 
is prepared to recommend to the Congress that the Department of State appr 
priation for “‘Government in occupied areas”’ for fiscal year 1954 be appropriat 
worded so that the Department can proceed without delay with the progra 
accordance with its modified scope and cost. 
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29. The subcommittee further recommends that the Department of State con- 


tinuously review the program in the light of changing conditions in Germany to 
the end that such modifications may be made in the program as necessary to 
provide sufficient housing and office space for concerned personnel with the least 
drain on available United States resources 


The chairman of the subcommittee, by letter, brought the subcom- 
mittee’s conclusions and recommendations to the attention of Con- 
cressman John Taber, chairman of the House Committee on Appro- 
priations, for the information of that committee in its consideration 
of La appropriation for ““Government in occupied areas.”’ 

_ R. 6290, a bill of the Committee on Appropriations making 
jon mental appropriations for the fiscal year ending June 30, 1954, 
and for other purposes accepted the request of the Department of 
State in the appropriation for ‘“Government in occupied areas’’ in 
the following language: 

Provided further, That there may be transferred from this appropriation to the 
appropriation ‘‘Acquisition of buildings abroad”’ not to exceed $5,348,000, which 

emain available until expended for purchase of foreign credits (including 

ies) owed to or owned by the United States for acquisition of sites and 
hase or construction of buildings necessary for consular activities in Germany) 
iding design and technical services and procurement of furniture and equip- 

or such buildings, at a total cost (including all amounts obligated for sucl 
purposes in fiscal years 1952 and 1953) not in excess of $7,655,000. 

This language later be came a part of Public Law 207, 83d Congress, 
approved August 7, 1953, making supplemental appropriations for the 
fiscal year ending June 30, 1954, and for other purposes. 

After its experience in reviewing the lavish building program of the 
Department of State in the Bonn Bad-Godesberg area which was fait 
accompli by the time it came to the subcommittee’s attention, it was 
refreshing to find the Department taking inventory of its changing 
needs and available resources in the German consulate-America house 
program. The subcommittee fully understands that the building 
situation and housing needs in foreign countries vary in many respects 
from those in the United States. It feels, however, that some sense 
of proportion is needed in all such construction to balance those needs 
against the overall need for governmental economy, the desires of 
American taxpayers, and reactions among foreign peoples. 

Since the hearing the Bureau of the Budget issued its construction 
criteria referred to in this report. They are compiled in a booklet 

ntitled ‘Design Standards for Construction of Permanent Family 
Housing for Federal Personnel.’”’ The standards were prepared by 
the Housing and Home Finance Agency. The standards according 
to this document were prepared in ‘“‘an attempt to outline certain 
minimum and maximum basic planning principles below which per- 
manent housing should not be constructed and above which Federal 
funds need not be invested to provide adequate housing.” It further 
indicates that although intended for family housing within the con- 
tinental United States the standards should also be applied whenever 
practicable to construction outside the United States. 

The new set of standards can supply an important element in the 
development by executive agencies of a proper sense of proportion for 
both domestic and overseas construction. 

In answer to the inquiry concerning the status of the prisoner-of- 
war fund originally intended to be used to finance this program raised 
in the first intermediate report on this subject it was determined that 
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by letter, dated July 6, 1953, the Under Secretary of the Army, Ear] 
D. Johnson, advised the Assistant Secretary of State, Edward T. 
Wailes, that an analysis of this account by the Department of the 
Army indicated there was a surplus of sufficient magnitude available 
which could be so used. The subcommittee received testimony to 
the effect, however, that it was probable other sources of deutsche- 
marks would actually be used for the program. 


ADDENDUM 


Subsequent to the approval by Congress of the use of the deutsche. 
mark equivalent of $7,655,000 for the purposes set forth in this report 
the Department of State has entered into an arrangement which wil] 
make a further reduction of substantial proportions in this construc- 
tion program. This reduction was made possible as an outgrowt)h) of 
a determination by the Department of State that there would be apart- 
ment units available in the recently completed United States building 
project at Bonn-Bad Godesberg in excess of the present and foreseeable 
needs of American personnel in that area, while for the housing needs of 
the Federal Republic of Germany in the same area there exists a 
shortage. Consequently, an arrangement has been worked out with 
the German Government whereby the United States, in lieu of building 
staff housing at Hamburg, Dusseldorf, and Stuttgart will receive from 
the Federal Republic of Germany a number of dwelling units at these 
three locations in exchange for an equivalent number of apartment 
units in the United States project at Bonn. The dwelling units to 
be supplied by the Federal Government of Germany may be either 
new or existing structures, but in either case their cost will be borne 
by the German Government. (Separate negotiations are now in prog- 
ress looking forward to the construction by the Federal Republic of 
Germany of houses in Munich, using occupation cost funds not other- 
wise drawn down by the United States. If agreement is reached in 
this regard it is contemplated that an arrangement will be made 
whereby the United States will be given the priority right to rent 
these dwellings, although they would be owned, of course, by the 
German Government. The United States project for staff housing at 
Bremen, on which construction is nearly completed, is not affected 
by these agreements. ) 

The agreement concerning the exchange of dwellings, which was 
signed by the United States and the German Government on Decem- 
ber 31, 1953, is printed as an appendix to this report. According to 
its terms the exchange will be on a dwelling-unit-for-dwelling-unit 
basis. Ownership of the dwellings will remain in the parties providing 
the respective units who will continue to be responsible for their 
operation and maintenance. Twenty-five units will be exchanged 
within 30 days after the date of the agreement. Twenty-five will be 
exchanged as soon as possible thereafter and the balance of 50 units 
will be exchanged on or before January 1, 1955. Units offered must 
receive the approval of the receiving party. 

The agreement is not rigid and provides that the total number of 
dwelling units will be equated as of January 1, 1955, in the event either 
party finds it impossible to make available to the other the intended 
100 units by that date. Further, it insures that apartment units will 
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be made available to the German Government only as they are 
vacated by American personnel. 

The agreement runs for a term of 5 years beginning January 1, 
1954, and ending December 31, 1958, and is renewable for a further 
period to be agreed on if the parties agree in writing to such a renewal 
prior to its expiration. It is also agreed that in the event of the 
removal of the capital of Germany from Bonn or in the event that 
the United States decides to dispose of the Bonn apartment project 
either party may terminate the agreement upon giving notice to the 
other at least 6 months in advance. 

The subcommittee has not had the opportunity to study this 
contract exhaustively. However, on the basis of information pres- 
ently available this exchange of housing appears to be in the best 
interests of the United States. 

It is estimated by the Department of State that a net saving of the 
deutschemark equivalent of more than $1 million will result. More- 
over the safeguards which are to be employed in its implementation 
by the close supervision and control to be exercised by the Foreign 
Buildings Operations is an advance over earlier United States practice 
in Germany. (See the 11th Intermediate Report of the Government 
Operations Committee, Use of Nonappropriated Funds by Executive 
Agencies (Bonn-Bad Godesberg Construction Program), 83d Cong., 
2d sess., H. Rept. No. 1387.) 

In this connection it is gratifying to note that the Department of 
State has taken positive steps to obtain the comment of the General 
Accounting Office and of appropriate committees of the Congress 
regarding certaim aspects in which congressional interest and responsi- 
bility for control are involved. 

The gains which as a result of this exchange seem likely to accrue 
from the mingling of German and American personnel in the Bonn 
project have been alluded to in this subcommittee’s report on that 
project. (See H. Rept. 1387, 83d Cong., 2d sess., mentioned above.) 


roy 


APPENDIX 





ADMINISTRATIVE AGREEMENT 
between 


lhe Government of the United States of America, represented by the Secre- 
tary of State of the United States of America, acting by Hervé J. L’Heureux, 
Executive Director for the U. 8. High Commissioner for Germany, hereinafter 
called the United States Government, 


and 


lhe Government of the Federal Republic of Germany, represented by the 
Federal Minister for Housing Construction, acting by Staatssékretaer Dr. Her- 
mann Wandersleb, hereinafter called the Bund: 

Whereas the United States Government owns an apartment housing project 
in Plittersdorf, Bad Godesberg, Germany, in which are apartment dwelling 
units in excess of the immediate housing needs of American personnel in that 
area; and 

Whereas such excess apartment dwelling units may as excess foreign property 
be disposed of by exchange for other property; and 

Whereas the United States Government has need of dwelling units in other 
areas of Germany for housing American personnel, which dwelling units must 
otherwise be built or rented; and 
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Whereas the Bund is able and willing to make available to the United States 
Government-dwelling units in various other parts of the Federal- Repub 
house American personnel: 

Now, THEREFORE, in order to meet the respective housing needs of the parties 
to this agreement, it is agreed between the parties hereto that an exchange of th, 
use of apartment dwelling units owned by the United States Government 
Plittersdorf-Bad Godesberg area for the use of comparable dwelling units « 
or controlled by the Bund in other areas of Germany will be effected as fo Ws: 


I, BASIC ESSENTIALS FOR EXCHANGE 


A. In the Bonn area, the United States Government will provide for Bund ys 
apartment dwelling units in the United States Government apartment housing 
project in Plittersdorf 

B. The Bund will in turn provide for United States Government use dwe 
units in other parts of the Federal Republic 

C. The exchange will be on a dwelling unit for dwelling unit basis. 

D. All operating and maintenance costs of the dwelling units provided by the 
parties to this agreement will be borne by the party providing the respect 
dwelling units, as set forth hereinafter in part IV, and in the Annex to tl 
agreement, 

E. Assignment of tenants to the respective dwelling units provided will be 
made by the party at whose disposal the dwelling units have been placed. 


ulhg 


II. DESIGNATION OF DWELLING UNITS TO BE PROVIDED 


A. By the United States Government 


Up to one hundred (J00) Plittersdorf apartment dwelling units will be mad 
available to the Bund at the following rate: 

1. Twenty-five (25) apartment dwelling units within 30 days after this agree- 
ment has been signed by both parties; 

2. Twenty-five (25) apartment dwelling units as soon as possible thereafter; 

3. The balance of fifty (50) apartment dwelling units on or before January 1, 
1955, provided, however, that 

a. Such apartment dwelling units shall be made available to the Bund only 
as they are vacated by U.S. personnel; i. e., it shall not be required that 
U.S. personnel vacate these apartment dwelling units in order to make roon 
for the Bund in accordance with the terms of this agreement; 

b. The number of these apartment dwelling units which are made avail- 
able to the Bund will be coordinated with the number of dwelling units which 
are made available by the Bund to the United States Government, in accord 
ance with part II. B. of this agreement, so that progressively the number of 
apartment dwelling units made available will equal the total number of units 
made available by the Bund, and so that the total number of dwelling units 
made available by each party to the other will be the same as of January 
1955. 

The Plittersdorf apartment dwelling units will normally consist of two and 
three bedroom apartments, each with built-in kitchen, stove, refrigerator, certa 
other built-in furniture, and such other furniture as the United States Govern- 
ment may deem appropriate, insofar as this other furniture is acceptable to the 
tenants. Apartment dwelling units made available to the Bund will be located 
in various parts of the Plittersdorf apartment housing project so that there w 
be no ‘‘German Section” in the project. Each apartment dwelling unit offered 
shall require the approval of the Bund Liaison Office. 

Specific designation of the apartment dweiling units to be made availabl 
the Bund will be by listings sent through the Liaison Offices designated in part \ 
of this agreement. 


B. By the Fund 


Up to one hundred (100) dwelling units in various parts of the Federal Repu! 
will be made available to the United States Government, about 25 to be availa! 
within 30 days after this agreement has been signed by both parties, and another 
25 as soon as possible thereafter; the balance to be made available on or befor 
January 1, 1955, provided, however, that the total number of dwelling units 
provided by each party shall be equated as of January 1, 1955, in accordance wit! 
the provisions of part IT.A.3.b. of this agreement, in the event that it is impossil 
for either party to make available to the other the intended total of one hundred 
(100) dwelling units by January 1, 1955. 
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Fach dwelling unit offered by the Bund shall require the specific approval and 
. ptance of the United States Government, acting through the Liaison Office 
nated in part V of this agreement. 

, dwelling units offered by the Bund shall be unfurnished, provided, however, 
ene in any newly begun construction of dwelling units initially to be offered by 
‘he Bund to the United States Government in achovdunes with the terms of this 
agret ment, built-in kitchens, stoves, and electric refrigerators shall be provided, 
ulated in part B.5. of the Annex to this agreement. 

So far as possible, the dwelling units offered by the Bund in any given com- 
shall be located in various parts of that community, so as to avoid segrega- 
American personnel. 


esiz 


III. ASSIGNMENT OF DWELLING UNITS PROVIDED 


As stated in part I. E. of this agreement, the assignment of tenants to the respec- 
ive dwelling units provided will be made by the party at whose disposal the 
iwelling units have been placed. 


4A. Assignment of tenants by the Bund to the Plittersdorf apartment dwelling units 


It shall be the intent of the Bund to select primarily German tenants. Prior to 
yecupancy of quarters, the Bund will provide the United States Government with 
appropriate information as to the names of the principal tenant, the names of all 
persons who will be occupying the quarters with the principal tenant, and the ages 
of all children who will be occupying said quarters. 





B. Assignment of tenants by the United States Government 


It shall be the intent of the United States Government to assign as tenants for 
the dwelling units offered by the Bund and accepted by the United States Govern- 
ment, persons Whom the United States Government deems itself obligated to house. 
Prior to occupancy of quarters, the United States Government will provide the 
Bund with appropriate information as to the names of the principal tenant, the 
names of all persons who will be occupying the quarters with the principal tenant, 
and the ages of all children who will be occupying said quarters. 


IV. OPERATION OF DWELLING UNITS PROVIDED 


A. By the United States Government 


The United States Government assumes the entire cost of operating and main- 
taining the apartment dwelling units made available to the Bund. Pertinent 
HICOG or U. 8. Mission Administrative Instructions, re gulations, etc., will be 
applicable. Persons assigned to apartment dwelling units in the project by the 
Bund will be subject to all the rules, regulations, and instructions affecting residence 

“Plittersdorf Community.” There will be attached to this agreement an 
Arnex outlining certain details with respect to the operation and maintenance 
-— e apartment dwelling units made available by the United States Government, 
to the Bund, and setting forth the gist of the rules, regulations, and instructions 
which will be applicable to persons assigned to these apartment dwelling units. 


B. By the Bund 


The Bund assumes the entire cost of operating and maintaining the dwelling 
inits made available to the United States Government. There will be attached 
to this agreement an Annex outlining pertinent details with respect to the opera- 

and maintenance of the dwelling units made available by the Bund to the 
United States Government and setting forth the gist of the rules, regulations, and 
instructions which will be applicable to persons assigned to these dwelling units. 


Vv. LIAISON 


Liaison offices shall be established or designated by the Bund and the United 
ates Government respectively. The Bund Liaison Office shall make the 
assignment of Bund tenants to those Plittersdorf apartment dwelling units 
lesignated for their use, and the United States Government Liaison Office shall 
make the assignment of the United States Government tenants to the dwelling 
nits made available to the United States Government by the Bund. Such 
assignments shall be in accordance with part IIT of this agreement 

(ny problems arising with respect to the occupancy, operation, and maintenance 
f the dwelling units provided in accordance with this agreement, and any ques- 
tions arising as to the application or interpretation of the terms, conditions, and 


- 


provisions of this agreement, and its Annex, shall be referred to the appropriate 
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Liaison Office for action. In the event the designated Bund and United Statps 
Government Liaison officers are unable to agree as to the action to be taken jp 
the case of such problems or questions so referred to them, they shall prey are g 
joint report (or two separate reports, if a joint report is not feasible), ref rring 
their disagreement to a Committee of two for decision, the committee to consist 
of a Bund representative, to be selected by the Federal Minister for Houysj ing 
Construction, and a U nited States Government re presentative, to be selected by 
the U, 8. Chief of Mission in Germany. 


VI. TERMINATION 


This agreement shall be valid for a term of five years, beginning on January | 
1954, and ending with December 31, 1958, and shall be renewable under the same 
terms and conditions for a further period then to be agreed upon, provided the 
parties hereto agree in writing to such a renewal prior to the expiration of thi 
agreement. 

It is understood and agreed between the parties hereto that effective December 
31, 1955, in the event of the removal of the capital of Germany from Bonn, or ip 
the event that the United States Government decides to dispose of the Plitters. 
dorf apartment housing project, either party shail be at liberty to terminate this 
agreement upon giving notice to the other at least six months in advance, and 
each party will thereupon be obliged to vacate the premises occupied under the 
terms of this agreement and to assure the removal of their respective tenants 
and their possessions prior to the date of termination. 

Kither party may terminate the occupancy of specific dwelling units made 
available to the other party by 

|. giving notice of intent to terminate such occupancy at least three 
months in advance; and 

2. providing alternate quarters in the same general area, which are accepted 
and approved by the appropriate Liaison Office. 

The direct costs of moving tenants to such alternate quarters shall be assumed 
by the party terminating the prior occupancy of such tenants in accordance with 
the terms of this paragraph. In agreement with the American Liaison Office, 
the Bund, within the limits of this Administrative Agreement, will make available 
dwelling units which have been heretofore requisitioned and over which the Bund 
has no direct right of assignment. Should the leases for such dwelling units be 
terminated or canceled, despite the efforts of the Bund to continue or prolong 
said lease contracts, the Bund will be responsible neither for the provision of 
alternate quarters nor for the costs of moving tenants. If the Bund is unable 
to provide alternate quarters, however, the United States Government has the 
right to reduce accordingly the number of apartment dwelling units made available 
to the Bund. 

Should the occupant of a dwelling unit conduct himself in an intolerable 
manner, he shall be removed from the dwelling unit at the earliest possible 
moment, upon request of the party providing the dwelling unit. 

In the event that either party is unable on a permanent basis fully to occupy 
dwelling units made available within the limits of the one hundred (100) or 
units provided for in this agreement, such party may give notice of its desir 
return the unoccupied units, whereupon the other party shall endeavor to ad 
its requirements downwards so as to make equal the number of units occupied by 
each party; should such an equation be impracticable, the parties shall undertake 
to agree on a rate of reimbursement to be paid by the party occupying the excess 
units (after the return of the unoccupied units) to the party providing same 

IN WITNESS WHEREOF, the parties have hereunto set their hands and seals, 
this 3lst day of December, A. D. 1953. 


The Government of the United States The Government of the Federal 
of America, represented by the Secretary Republic of Germany, represented by 
of State, acting by 


/ 


s/ Hervé J. L’Hevrevx. s/ Dr. HerMANN WANDERSLEB, 
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AUTHORIZING THE COLLECTION OF INDEBTEDNESS OF 
MILITARY AND CIVILIAN PERSONNEL RESULTING 
FROM ERRONEOUS PAYMENTS 


1954 Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 
Mir. Horrman of Michigan, from the Committee on Government 


Operations, submitted the following 


REPORT 


| To accompa \ H R 


The Committee on Government Operations, to whom was referred 
the bill (H. R. 7477) to authorize the collection of indebtedness of 
military and civilian personnel resulting from erroneous payments, 
and for other purposes, having considered the same, report favorably 
thereon, with an amendment, and recommend that the bill, as 
um nded, do pass. 

The amendment is as follows: 

Page 2, lines 22 and 23, strike out the words ‘“‘Secretary of the 
lreasury”’ and insert the words ‘Director of the Bureau of the 


PURPOSE 


The purpose of the bill, as amended, is to permit the checkage of 
pay of any employee of the Government, or of any member of the 
Armed Forces or their Reserve components, upon determination by 
the Secretary of the department or the head of the agency or inde- 
pendent establishment concerned, or their designees, that the employee 
or member of the Armed Forces is indebted to the United States as 
the result of an erroneous payment to or on behalf of such person. 
lhe amount of the indebtedness would be collected in monthly install- 
ments by deductions of reasonable amounts from the current pay 
account of such persons. 


GENERAL STATEMENT 


No general authority exists for withholding, in part or in whole, 
pay of a Government employee or of a member of the Armed Forces 
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prior to action by the General Accounting Office even in those 
where it is obvious that an erroneous payment has been made 

The act of May 26, 1936 (49 Stat. 1374), as amended (5 U.S. ¢ 
46b), authorizes the withholding, in part or in whole, of compensatio, 
otherwise due any person in the executive branch of the Governmer 
if the General Accounting Office takes an exception to a payment 
to the employee by a disbursing or certifying officer of the [ 
States. The act of May 22, 1928 (45 Stat. 698), as amende 
U.S. C. 875a), within certain limitations prescribed therein, auth 
withholding of the pay of enlisted men of the Army when it has | 
administratively ascertained that they are indebted to the | 
States. The Navy does not have comparable authority. 

The proposed legislation would permit the checkage of pa 
to disallowance by the General Accounting Office in those cases 
the head of the department or agency concerned, or his desi 
determines that an indebtedness exists. The administrative d 
mination that the payment received was erroneous would mn 
final or conclusive on either the individual concerned or the Go 
ment. If the administrative determination was incorrect or disput: 
the individual concerned would not be without a remedy to redress a 
wrong as he could assert a claim against the Government on account 
of the erroneous deduction either in the General Accounting ( 
or in the Court of Claims. 

Enactment of this proposal would make possible the prompt 
expeditious collection of erroneous payments and would tend 
eliminate or reduce time-consuming and expensive collection pr 
ceedings which often are ineffectual. 

The proposed legislation would also extend to all departments ar 
agencies of the Government authority similar to that which t| 
Department of the Navy now has to make adjustments of approp: 
tions at the end of each fiscal year for unpaid balances in the pa 
accounts of Navy and Marine Corps personnel, and would repeal! th 
Navy’s authority now contained in the act of February 9, 194! 
(60 Stat. 3; 31 U.S. C. 634a). 

The proposed legislation also provides that nothing contain 
therein shall affect the Army’s authority, contained in the act 
May 22, 1928 (10 U.S. C. 875a), to make deductions from pay 
enlisted personnel for debts to the United States. 

Enactment of this proposed legislation would involve no additiona 
cost to the Government. 

The Senate Committee on Post Office and Civil Service favorably 
reported S. 2728, on February 15, 1954, Senate Report No. 9 
That bill is identical with H. R. 7477 prior to its amendment by 
committee. 

SECTIONAL ANALYSIS 


Section 1 would permit the checkage of pay of any employee of th 
United States or any member of the Armed Forces, or a Reserv 
component thereof, where the Secretary of the department or head of 
the agency or establishment concerned determines that such perso! 
is indebted to the United States as a result of an erroneous payme! 
made by the department, agency, or establishment. The checkag 
would be accomplished by the collection of installments from t! 
current pay account of the individual. 
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Lion 2 
Secretary or head of an agency or establishment. Such regula- 
shall be approved by the Director of the Bureau of the Budget. 
tion 3 authorizes the adjustment of the appropriation of the 
ment or agency concerned at the end of the fiscal vear so as to 
any net underpayments in individual pay accounts against 
ppropriation for the next fiscal year. The act of February 9, 
10 Stat. 3;31 U.S. C. 634a), which now permits the Department 
Navy to make similar adjustments, would be repealed 
ion 4 insures that this legislation would have no effect upon 
of May 22, 1928 (45 Stat. 698; 10 U. S.C. 875a), relating to 


ons from the pay of Army enlisted personnel for debts due the 


2 provides for the issuance of departmental reculations by 


States 
AGENCY COMMENTS 


e Bureau of the Budget indicated that the purpose of the bill 
sents a desirable objective, and it therefore recommended 


able consideration 
Treasury Department indicated that it believed that the pro- 
legislation is desirable, and recommended its enactment 
Civil Service Commission indicated that the legislation does not 
ve personnel administration and management, but that it is of 
interest to the fiscal office rs of the Government The (‘om- 
n indicated that it would not be opposed to enactment of the 


tion, inasmuch as the desirability of authorizing the collection 
oneous payments from current pay accounts of civilian and 
ary personnel is a question of legislative policy outside the scope 


activities. 
Department of the Navy, acting on behalf of the Department 
Defense, recommended the enactment of this legislation, indicating 
the proposed legislation is a part of the Department of Defense’s 
lative program for 1954. 

Navy Department indicated that the following procedures are 
ntly followed by the military services for recovery of erroneous 
ents to military and civilian personnel under existing statutes, 
that the proposed legislation would establish uniformity: 


MILITARY PERSONNE! 


The procedure followed | the Arm Na Air Force 
the cases of officers is the same with minor exceptions 
ers are afforded the opportunity of refunding an « rrol eous payment 
In the Army and Air Force they are permitted to liquidate amount 
of S50 by monthly installments In the Navv and Marine Corps 
us payment approximates | month’s pay or more the indebted 
lated by monthly installments; if less than | month’s pay the in 
be paid in full. 
all of the services if an officer declines to make the refund voluntarily and 
rroneous payment has been disallowed by the General Accounting Office in 
bursing officer’s accounts, the amount is entered for collection on the officer’s 
tary pav record without his consent, as authorized by the act of May 26, 1936, 
ended (5 U.S. C. 46b). If there is no disallowance in the disbursing officer’s 
nts, the amount is entered as a suspense item on the officer’s military pay 
d for collection from his final pay In the event that the officer declines to 
orize collection from his final pay, the disbursing officer does not effect pay- 
t of final pay but forwards the military pay record, via appropriate command, 
e General Accounting Office for further collection proceedings 
isted The procedure for enlisted personnel is different in the 
Force from that in the Navy and Marine Corps because of the 
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COLLECT INDEBTEDNESS RESULTING FROM ERRONEOUS PAYMENTS 


May 





debtedne 


The General Accounting Office, in its comments on the bill, indica 
that it has been consistently held that the withholding of the curt 
salary of an employee of the Government without his consen 
satisfy a debt to the Government, is unauthorized in the absence 
specific statutory authority. At the present time, such authority ts 
extremely limited 
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\LLECT INDEBTEDNESS RESULTING FROM ERRONEOUS PAYMENTS 5 
er existing legislation the current compensation of civil account 
flicers may be withheld to cover any sums outstanding for which 
re accountable (5 U.S. C. 82 \lso, the current compensation 

Government employees in the executive brancl 
ll to recover sums paid to such employees for which credit has 


1. generally may be 


sallowed, or a charge raised, in the accounts of anv disbursi 


or certifying officer upon the statement of his account by th 


( \ccounting Office (5 U.S.C. 46b lhe pay of officers of the 
rvices mas be withheld on account of a indebtedness to 
ted States when the indebtedness is admitted or show bh 
; oment of a court or is the subject of a special order issu by 
tarv in his discretion (10 U.S. C. 877 The pay of enl 
the Armv mav be withheld. within certain preseribed limita 
when it has been administratively determined that they 
» the United States (10 U.S. C. 875: 
s under the referred-to existing legislation the withholding of 
compensation can prese ntlv be effec ed mn the case ot account 
ers of the Government for sums for which they are account 
the cases of Government emplovees generally for erroneous 
ts made to them, but only after aud action bv the General 
ne Office: in the cases of officers of the Armv for anv indebted 
ie United States where the indebtedness is admitted or shown 
dgment of a court or is the s ibject of a special order issued 
secretary of the Army ‘and in the cases of enlisted men of the 
W thin certain prescribed limitation or any indebtedn 3s to 
ted States based upon an administrative determination of th 
aness 
H. R. 7477 extends only to erroneous payments and will provide 
treatment for the collection thereof from all emplovees of the 
{ ment and members of the armed services and their Reser 


monents It will vest m the head of the cae partment or agency 


ithority to determine that an erroneous payment has been made 
» take prompt a il effective steps to require the repayment 
eof, without the necessarv attendant aeiay ol settlement action 
thie General Ac ‘counting Offices Such administrative determina- 
vould not be final or conclusive on either the Government or tl 
lual If the administrative determination is disputed, the ind 
could promptly assert a claim agvamst the Gover ment either 
General Accounting Office or in the courts 
s the view of the General Accounting Office that the pro 


ty 


on will make ble the more pt and lit 
LK POSSIDIe¢ 1? more prompt ana exper tious col 


n of erroneous payments made by the Government and will tend 
ce or eliminate time-consuming, expens! and often ineffe 

ollection proceedings Further, since the bill would extend only 

roneous payments made to individuals—generally speaking, ov 


nents made as a result of administrative error in some form it 


ild seem improbable that in the rreat majority of cases tl 
d be any dispute as to the particular item involved. For thes« 


ons, and since it is belie ved that no ¢ mploy ee of the (governn nt 


14 

ould be allowed to retain for extended periods amounts paid to him 
ror and to which he is not entitled, and in fact would not have 

n paid were it not for some administrative error, the General 


ounting Office recommends that favorable consideration be give 
bill 
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COMMITTEE ACTION 


In the committee’s opinion, the rights of individual meml 
disputed eases are safecuarded under this legislation by the foll 
The determination of the indebtedness must be made 
secretary or agency, head cones rned, or his designees; 

2) The amount of such indebtedness, once determined, mia 
collected in monthly installments in reasonable amounts; and 

The right of the individual to appeal a deduction to the General 
Accounting Office and to sue in the Court of Claims to recover pay 
which he considers errome ously deducted Is unaffected. ; 

The committee amended the bill to give authority to the D ‘CLOF 
of the Bureau of the Budget to approve regulations prescribed by the 
heads of the departments or agencies for the purpose of carrying out 
this act, rather than leave this authority of approval in the Secretary 
of the Treasury, as originally provided for in the bill. The amend. 
ment was believed desirable, as only the Director of the Bureau of the 
Budget has general supervisory control over the various agencies in 
the executive, legislative, and judicial branches of the Government, 
which would be affected by the provisions of this bill 


CHANGES IN EXISTING LAW 


In compliance with paragraph 3 of rule XIII of the Rules of 
House of Representatives, changes in existing law made by the 
as reported, are shown as follows (existing law proposed to be omniiied 
is enclosed in black brackets 


AN ACT To pr le for adjustment between the proper appropriations, of unpaid balances 
account ival personnel on the last day of each fiscal year, and for other purposes (60 Sta 


CR f icles th Senate ar l House of Re presentatives of the United State 3 of 
Lmerve embled, That upon certification to the Comptroller General 
and the } ‘etary of the Treasury by the Bureau of Supplies and Accounts on 
transfer and counter-warrants of the net amount of the unpaid and overpaid 
balances occurring in the individual pay accounts of naval personnel on the last 
day of any fiscal year, such net amount shall be charged against the appropriation 
for the fiscal vear I ich balances occurred, and from which such amount 
was paval 1 shall ‘redited to and payable from the corresponding appro- 
priation fo Y icceeding fiscal year. ] 


fo 


() 











Congress | ILOUSE OF REPRESENTATIVES { REPORT 
) Session j 





VIDING ADDITIONAL FUNDS FOR THE EXPENSES OF THE 
VESTIGATION AND STUDY AUTHORIZED BY HOUSE RESOLU- 
IN 346, AS AMENDED BY HOUSE RESOLUTION 438 


\prIL 8, 1954.—Ordered to be printed 


r. LeCompte, from the Committee on House Administration, 
submitted the following 


REPORT 


{To accompany H. Res. 467] 


Committee on House Administration, to whom was referred 
se Resolution 467 having considered the same, report favorably 
eon with an amendment and recommend that the resolution as 
ended do pass. 

‘he amendment is as follows: Line 5, strike out ‘‘$200,000” and 
sert ‘$150,000’. 
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AW -rORIZING THE APPROPRIATION OF FUNDS TO PRO- 
VIDE FOR THE PROSECUTION OF PROJECTS IN THE 
COLUMBIA RIVER BASIN FOR FLOOD CONTROL 


\ & 1954 Committed to the Committee of the Whole House on the State 


of the Union and ordered to be printed 


\ir. DonpERO, from the Committee on Public Works, submitted the 


follow ing 


REPORT 


é?@ 


lo accompany H. R. 83 


The Committee on Public Works, to whom was referred the bill 
H. R. 8377) authorizing the appropriation of funds to provide for 
prosecution of projects in the Columbia River Basin for flood 
ontrol and other purposes, having considered the same, report 
favorably thereon without amendment and recommend that the bill 
do pass 

The Columbia River, with its tributaries, drains an area of 259,000 
square miles on the Pacific slope of the North American Continent, 
mostly between the Rocky Mountains and the Cascade Range 
The river has its source in Columbia Lake in the Rocky Mountains of 
Canada and flows a distance of 462 miles in British Columbia, Canada 
before crossing the international boundary into the northeast corne: 
of the State of Washington. In the United States the river flows 
generally south through the central part of Washington to a junction 
vith the Snake River, then turns and flows westerly and northwesterly 
to the Pacifie Ocean, a total distance of 1,207 miles from its source in 
Columbia Lake. 

The Columbia River Basin contains a wealth of natural resources 
as yet relatively untouched, among the most important of which are 
the water resources, the potentialities of which far exceed those of 
any other basin in the Nation. Projects that have resulted from 
Nederal investigations have materially assisted in the economic 
development of the Pacific Northwest. The recent large industrial 
growth and the resulting population increase clearly reveal the pros- 
pect of a continued upward trend in the future. It is therefore evident 
that the water resources of the basin must be developed and controlled 
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if expansion is not to be retarded. The need for further flood contro] 
both regional and local, extension of navigation, additional hydro. 
electric power, and expansion of irrigation and other water uses has 
already been established. 

In order to provide for the control of floods and to develop the wate 
resources of the Willamette River Valley, Congress in the Flood (Cop. 
trol Act of 1938, authorized a comprehensive plan of improvement fo; 
the basin as recommended by the Chief of Engineers in House Docu. 
ment No. 544, 75th Congress. The plan as modified by subsequent 
acts of Congress, provides for a system of reservoirs and bank protec. 
tion projects. The projects have been designed to provide for th 
maximum development of the water resources of the basin. Congress 
in the Flood Control Act of 1950, authorized the construction of addi. 
tional reservoirs and local protection projects in the Columbia Rive 
Basin, including the Willamette River Basin, in accordance with th 
recommendations of the Chief of Engineers in House Document 
No. 531, 81st Congress. 

The Congress, in approving the comprehensive plan for the Columbia 
River Basin, as in the case of many other basins throughout the Nation 
authorized only enough money to initiate the more important projects 
Subsequent acts of Congress included additional money authorizations 
for the continuation of the approved comprehensive plan. The present 
total estimated cost of the projects included within the authorized 
Columbia River Basin program of the Corps of Engineers subject t 
a monetary limitation, exclusive of a number of projects authorized 
separately without monetary limitation to their authorization, is 
$1,905,766,775, of which $533,940,800 is for projects completed o 
under way, and the balance for projects not yet started. Monetarn 
authorization in the amount of $267,300,000 has been made availabl 
by the Congress to date. Funds totaling $232,991,600 have been 
appropriated through fiscal year 1954, leaving a balance of available 
authorization of $34,308,400. The approved budget estimate for 
fiscal year 1955 was $38,711,000, allocated to the following projects 
Lookout Point Reservoir, Oreg ; a : $4, 000, 001 
Willamette River bank protection, Oregon stats oye 300. 001 
The Dalles Reservoir, Oreg____-_-_- is aif 34, 100, 000 
Planning - - - : ; ; ; 311. 00 


Total... de ee 38, 711, 00 


A tabulation showing the status of authorization with relation to 
appropriations and approved budget estimate is given below: 


Total basin authorization__ $267, 300, 000 


Total appropriations through fiscal year 1954 232, 991, 600 


Balance available for appropriation _____- 34, 308, 400 
Approved budget allowance, fiscal year 1955__ _- -wasae 38, 711, 00 


Deficiency of authorization. _____________ . , — 4, 402, 600 


The Committee on Appropriations in its report on the civil func- 
tions, Department of the Army, appropriation bill, fiscal year 1955, 
stated that funds requested in the President’s budget were greatly 
in excess of the remaining authorization of $34,308,400. The Appro- 
priations Committee indicated that rather than arbitrarily reduce 
the funds for the various projects to keep the total within the author- 
ized amount, the committee has limited the funds available for th 
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Dalles project to an amount sufficient to place basinwide appropria- 
tions within the present statutory limit. 
The amounts allowed by the Appropriations Committee and passed 
by the House are as follows: 
it Point Reservoir, Oreg $3, 000, 000 
amette River bank protection, Oregon 300, 000 
Dalles Reservoir, Oreg -_ - 29, 000, 000 
264, 000 


Total 32, 564, 000 


The approved budget estimate, as stated previously, was 
$38,711,000. The amount allowed by the House was $32,564,000 as 
given in the preceding paragraph. The cut made by the House with 
respect to the approved budget estimate, was, therefore, $6,147,000. 
This cut was somewhat in excess of the amount required to keep the 
appropriations within the monetary ceiling since a balance of mone- 
tary ceiling available, as shown previously, $34,308,400. The 
actual balance e of monetary authorization w hich would be available, 
if the amount allowed by the House were appropriated, would be the 
difference between $34,308,400 and $32,564,000 or $1,744,400. 

The $16 million increase in monetary authorization herein proposed, 
when added to the remaining authorization balance of $1,744,400, 
would make a total monetary authorization remaining of $17,744,400. 
This monetary authorization would then be sufficient to take care of 
a restoration of $6,147,000, which was the cut by the House in the 
budget estimate, and would permit an additional $11 million to be 
appropriated to keep the Dalles project on its origmal construction 
schedule if this should be the desire of Congress. 

If a full restoration were made of the House cut, and the $11 million 
additional for The Dalles also appropriated, the authorization re- 
maining out of the $17,744,400 would then be $597,400. If the 
restoration in the House cut were confined to the amount reduced on 
the Dalles project of $5,100,000 and did not include a $1 million res- 
toration for Lookout Point Dam and a $47,000 restoration in planning 
funds, then the remaining authorization would be correspondingly 
increased by these amounts. 

The committee notes the power will be on the line 1 year earlier if 
- House cut is restored on the Dalles project and if an additional 

11 million is made available. The committee notes that the actual 
revenue from the sale of power during this 1-year period will amount to 
more than $11 million. In view of this savings to the Federal Govern- 
ment, the committee has assumed that funds for the Dalles Reservoir 
contained in the civil functions, Department of the Army, appropria- 
tion bill, fiseal year 1955, may be increased, and recommends that 
authorization sufficient to this end be provided. 

The committee was informed, and understands that no part of 
the additional funds authorized herein will be applied toward any 
new starts. 

With respect to appropriations for the fiscal vear 1955 which are 
contained in the pending civil functions appropriations bill, the 
committee was advised by the Chief of Engineers, in response to an 
inquiry by the chairman, that the Columbia River Basin is the only 
project in which there is a deficit in monetary authorization with 
respect to the appropriations contemplated in the approved budget 
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estimate. The chairman’s letter of inquiry and the reply of 
Chief of Engineers are set forth below 
APRIL 5 154 
Maj. Gen. Samuet D. Strurais H 
Chief of Engines Depa iment of the Army, 
Washington 25, D. ¢ 
DeaR GENERAL Srurais: On March 23, 1954, the Subcommittee on River C10 


and Harbors held hearings on H. R. 8377 and H. R. 8390, to increase the a . n 


zation for the Columbia River Basin by $16 million in order to mainta 
orderly progress in construction 
The Committee on Public Works has on its agenda for future hearings iner: 


authorizations and modifications for central and southern Florida, White Ri 
Basin, upper Mississippi, Missouri River Basin, Kaweah and Tule River Ba , 
San Joaquin River Basin, Sacramento River Basin, Los Angeles River Bas ba 
Santa Ana River Basin, and Russian River Basin. 

It is my information that the Committee on Appropriations did not allow wt 


amount for the Columbia River Basin equal to that proposed by the budget 
because the total amount would exceed existing authorizations and that adoptio acc 
of either of the above bills is needed prior to action by the Senate Committee dat 
on Appropriations Dil 
Please advise me at once whether the same legislative situation prevails ogi 
respect to any of the basins mentioned in the second paragraph gee 
Sincerely yours, pri 
GEORGE A. DONDERO, i 
Member of Congress, Chairman, Committee on Public Wo lor 
al 


DEPARTMENT OF THE ARMY, 
OFFICE OF THE CHIEF OF ENGINEERS, 
Washington, April 5, 195 
Hon. Grorare A. DonpeEro, 
Chairman, Committee on Public Works, 
House of Representatives, Washington, D. C. 


Dear Mr. CHaArRMAN: Reference is made to your letter of April 5, 1954, r 
ring to increased monet: a authorization for the Columbia River Basin as 
templated in H. R. 8377 and H. R. 8390. You state that the Public Work 
Committee has on its hennde for future hearings increased authorizations and 
modifications for the following comprehensive basin plans: Central and souther 
Florida, White River Basin, upper Mississippi, Missouri River Basin, Kawea 
and Tule River Basin, San Joaquin River Basin, Sacramento River Basin, Los 
Angeles River Basin, Santa Ana River Basin, and Russian River Basin. Y« 
point out that the Committee on Appropriations did not allow an amount for 
the Columbia River Basin equal to that proposed by the Bureau of the Budget 
because the total amount would exceed existing authorizations and that pron 
of either of the foregoing bills is needed pricr to action by the Senate Commit 
on Appropriations. You asked to be advised whether the same legislative situa- 
tion prevails with respect to any of the other basins mentioned in your letter 

With respect to appropriations for the fiscal year 1955 which are contained 
the pending Army civil functions bill, the Columbia River Basin is the o1 
one in which there is a deficit in monetary authorization with respect to 
appropriations contemplated in the approved budget estimate. The other basins 
to which you refer all have sufficient monetary authorization to cover the amounts 
included in the approved budget estimate and as contained in the civil functions 
bill passed by the House. These basins. however, will have deficits in monetar) 
authorizations in the fiscal years following the fiscal year 1955, starting ret 
Missouri River Basin in the fiscal year 1956, if appropriations are made at : 
designed to permit orderly prosecution of the work. 

It would appear advisable, therefore, to consider the Columbia River Basi! 
increased authorization in a separate bill immediately, so as to permit the appro- 
priation contemplated in the approved budget estimate to be made in the arn 
civil functions bill. The other basins referred to in your letter could be inclu 
in an Omnibus bill since the ap propriations for the fiscal year 1955 are 
dependent upon increased authorizations in these basins. 

Sincerely yours, 
S. D. Srurais, Jr., 
Major General, Chief of Engine: 
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CHANGES IN EXISTING LAW 


4 In compliance with paragraph 3 of rule XIII of the rules of the 
House of Representatives, changes in existing iow proposed by the 
bill are shown as follows (existing law proposed to be omitted is en- 
losed in black brackets, new matter is printed in italics, existing law 
n which no change is proposed is shown in roman): 


If, SecTION 204, oF THE RIVER AND HARBOR AND FLoop Contrro.t Act 
May 17, 1950, as AMENDED 


[hat portion of section 204 appearing under the caption ‘Columbia River 
Basit : : 
* (b) * * * In addition to previous authorizations and authorizations 


herein, the projects listed below for flood control and other purposes in the Co- 
i bia River Basin (including the Willamette River Basin) substantially in 
e accordance with the plans recommended in the report of the a of Engineers 
i++ dated June 28, 1949, and approved in the letter dated February 1, 1950, from the 


Director of the Bureau of the Budget for construction by Z 'c orps of Engi- 
neers, both contained in House Document Numbered 531, Eighty yey Congress, 
second session, are hereby approved, and.there is hereby authorized to be appro- 
priated the sum of [$150,000,000] $166,000,000 for the ps artial accomplishment 
ff those projects and for the continuéd prosecution of the comprehensive plan 
for the Willamette River Basin approved in the Act of June 28, 1938, as amended 
oalk: 8 elena anted by subsequent Acts of Congress: * * * 
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IPARTMENT OF AGRICULTURE APPROPRIATION 
BILL, 1955 


1954.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 


Mr. H. Cant ANprERsEN, from the Committee on Appropriations, 
submitted the following 


REPORT 
[To accompany H. R. 8779] 


(he Committee on Appropriations submits the following report in 
explanation of the accompanying bill making appropriations for the 
epartment of Agriculture for the fiscal year 1955. The bill covers 
all estimates contained in the 1955 Budget, pages 177 through 188 
and 322 through 419, and amendments submitted in House Documents 
Nos. 352 and 357. 

The bill ineludes direct annual appropriations for regular activities 
of $698,410,313, loan authorizations for the Rural Electrification 
Administration and the Farmers Home Administration of $320,500,000, 
un administrative expense authorization for the Commodity Credit 
Corporation of $18,000,000, an appropriation of $331,500 for special 
activities, and administrative expense limitations for the Farm Credit 
Administration of $6,250,000. The amount recommended for the 
rgular activities of the Department is $36,282,126 below funds 
available for 1954 and loan authorizations proposed are $64,000,000 
below authorizations for 1954. a administrative expense limita- 
hon proposed for the Commodity Credit Corporation is $1,100,000 
below fiscal year 1954 and the administrative expense funds recom- 
mended for the Farm Credit Administration are $89,500 over 1954 
buthorizations. 

Che following summary sets forth the committee action with respect 
lo the various items in the bill: 
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AGRICULTURAL APPROPRIATIONS, 1955 


Bill compared ¢ 


1954 approved!19 


Regular activities $734, 692,439 | $698, 410,313 | $698, 410,313 | —$36, 282, 126 
Loan authorizations 384. 500, 000 275, 500, 000 320, 500, 000 —614, 000, 000 
Commodity Credit Corporatior 19, 100, 000 18, 000, 000 | 18, 000, 000 —1, 100, 000 
F 


il activiti 130, 439, 500 331, SOL 331, 500 | —130, 108, 000 
arm Credit Administration 6, 160, 500 6, 305, 000 | 6, 250, 000 +89, 500 


RESEARCH AND EDUCATION VERSUS ACTION PROGRAMS 


The committee had presented to it a Budget which sharply curtaile 
the so-called ‘‘action” programs of the Department and placed str 
emphasis on its research and extension activities. Increases total. 
ing $18,182,000 were included for research and extension programs 
while decreases of $29,327,634 were proposed for the Forest Servic, 
Soil Conservation Service, Federal Crop Insurance Corporation, Rural 
Electrification Administration, Farmers Home Administration and 
the School Lunch Program. In addition, decreases of $3,440.20 
were proposed for disease and pest control, and inspection, grading 
classing, and standardization of agricultural commodities. 

The committee has a long record of support for research and educa- 
tional programs of the Department of Agriculture. It agrees that 
these programs must be kept strong and effective to develop new and 
improved methods of meeting agricultural problems and to encourag: 
wider use of research results on the farms of the nation. A few years 
ago the committee made a determined and successful effort to increas 
the funds for the Extension Service by several million dollars. TT! 
committee initiated the action which resulted in the adoption 
legislation last June removing the appropriation ceiling for the Exten- 
sion Service. Further, the committee was successful last year in 
adding $1,700,000 to the research appropriations of the Department 

In the accompanying bill, the committee has gone along wit! 
increases for research and extension as far as possible within budgetary 
limitations. Approximately 30 percent of the increase proposed 
the Budget for the State Experiment Stations is included in the b 
Over 45 percent of the increased appropriations recommended for 
the Extension Service has been approved. 

The committee does not agree however with recommendations 
contained in the 1955 Budget substantially reducing the Feder 
“action’’ programs, and has restored some of these cuts. It believes 
that the Department must continue a level of operation for su 
programs which will “hold the line’ until the additional researc! 
and education has provided better answers to the nation’s mat! 
problems on the farm. The severity of problems resulting from pro- 
longed drought and loss of farm income make it imperative that 
administrative funds for the Farmers Home Administration be mait- 
tained somewhere near existing levels. Due to the need for somé 
central authority to coordinate insect control programs and provid 
uniform quarantine regulations, the committee believes it inadvisal 
to sharply curtail these programs. Neither does it agree with t! 
proposed elimination of funds for indemnity payments for the cont: 
of tuberculosis and brucellosis of cattle. It is to be noted that ! 
agreements or other arrangements have been made for the States | 





AGRICULTURAL APPROPRIATIONS, 1955 


‘ake over these insect and disease control programs, even if they could 
handle them. 

Due to the fact that some 40 percent of the crop land of the country 
has been severely damaged or lost entirely, and an additional 20 
opcent is at present undergoing severe erosion, the committee does 
+ avree With the cuts proposed in the soil conservation and flood 
coyention activities of the Department. It also questions the ad- 
hilitv of curtailing programs of the Forest Service having to do 


t ° . . . . 
ith the protection and reforestation of the national forests, and 


isagrees With the efforts to eliminate the cooperative programs for 
ost tree plantiag and management on State and private lands. 


BASIS FOR BUDGET REDUCTIONS 


The total appropriations included in the bill for the regular activities 
tthe Department are the same as the amount recommended in the 
1955 Budget. This is an overall reduction of $36,282,126 below the 
iovel of appropriations for the current fiscal year, a cut of nearly 5 
nereent. The committee has gone along with this reduction, in view 
of the urgent need to curtail Federal expenditures wherever possible. 
It believes, however, that this is a rather substantial cut in view of the 
‘act that the appropriations of the Department have been carefully 
held down through the years. Since 1940, the regular funds of the 
Department have been reduced by 32 percent, while appropriations 
for the balance of the Federal civilian departments and agencies have 
nereased 110 percent 

In arriving at final decisions on amounts recommended in the ac- 
companying bill, the committee has taken into consideration testimony 
from Department of Agriculture witnesses to the effect that many of 
the reductions proposed in the 1955 Budget were made on an arbitrary 
and unrealistic basis. Under cross examination, many of these 
witnesses frankly admitted that they were not in accord with the 
reductions they were asked to support, since such reductions were the 
result of the imposition of arbitrary ceilings, rather than the elimina- 
tion of unessential activities or other administrative savings. 


FREEZING OF APPROPRIATIONS 


Another development deplored by the committee was the arbitrary 
ction taken last fall to freeze the funds of many of the “action” 
vencies. This action was taken only a few months after the Depart- 
ment had presented testimony to the committee strongly supporting 

| mounts even in excess of the funds finally approved by Congress for 
the current fiscal year. Reference is made particularly to the freezing 
f over $1 million of the funds of the Farmers Home Administration 
it the expense of essential field activities, which money was eventually 
turned over to the Extension Service to meet penalty mail costs. 

The committee believes that such action is a breach of faith with the 
Congress and seriously damages confidence and working relationships. 
tis of the opinion that transfers of funds between agencies should be 
restricted to the limits allowed by law in the future, unless prior 
clearance is obtained from appropriate Congressional committees. 
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The committee would like to impress on the Department tha 
the authority and responsibility of the C‘ongress to determine the 
of the various programs within the Department The com 
welcomes legitimate savings, put does not agree with impound 
funds where it destroys the intent of Congress as to the size and na 
of the programs of such agencies as the Soil Conservation Servic 
Farmers Home Administration, the Rural Electrification Admi 
tion, the Forest Service, and the pest and disease control activit 


AGRICULTURAL RESEARCH SERVICI 


\ ‘ |< S7Q 7 a 
| : 1O5 Qk OF he 
Re ! ended, 1955 82 0 
Co i 
1954 appropriatiol 3. 324 7 
1955 estimates 1, 20 


The Agricultural Research Service conducts all of the producti 
and utilization research of the Department (except forestry researcl 
and the Inspection disease and pest control, and eradication we 
associated with this research. The Administrator of this Servic 
responsible for the coordination of all research of the Department 

Research.—The committee recommends a total of $33,1 
1955. a reduction from the Budget of $2,198,635 and an increase 
$252,000 over appropriations for 1954. This increase provides $50.0) 
for research on Nematodes, $150,000 for research on irrigation in at 
and humid areas, $75,000 for research on cotton utilization 
$15.000 for research on cheese mites. These increases are offset 
a reduction of $38,000 for the National Arboretum. While the con 
mittee recognizes the importance of the various other items for wh 
increases have been requested in the budget, it believes that su 
work should be undertaken within funds presently available. 

Plant and animal disease and pest control.—The committee recor 
mends a total of $17,461,380 for 1955, a decrease of $459,270 belo 
the 1954 appropriation and an inerease of $2 461.380 over the Suda 
The decrease includes the following reductions: Citrus blackfly 
Mexican fruitfly control, $29,500; Hall seale eradication, $35,201 
grasshopper and Mormon cricket control, $19,100; detection a 
advisory service, $87,600; emergency outbreaks of insects and pla 
diseases, $200,000; Insecticide, Fungicide, and Rodenticide Ac 
$76,763; plant quarantine, $86,400; eradicating scabies, $18,547 
eradicating cattle ticks, $58,552; control of virus, serums, toxins, et 
$41,808; and administration of the Process Butter Act, $5,800. 

Offsetting these decreases, the bill provides an increase of $200,001 
for the payment of indemnities under the tuberculosis and brucellosis 
eradication programs. In view of the seriousness of the threat to tl 
health of the people of the country from these two animal diseases 
committee feels that at least $1,000,000 should be set aside to mal 
certain that adequate funds are available for such indemnity pa 
ments next vear. It is expected that, because of lower income 
dairy farmers, considerable culling of dairy herds should result 
This in turn will increase the need for a larger indemnity fund tha 
in previous vears because of the probable slaughter of many mot 
reactors than has occurred in the past. This action is not intend 
to increase the level of payments under the program. 
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committee urges the Department to get together with the 
States at the earliest possible date and work out a satisfactory long- 
policy with regard to these control programs. It feels that, if 

ie work is needed and there is definitely a national interest, there 
hould not be any withdrawal of existing Federal support, unless the 
ram ean best be carried on by the States It also feels that 
factory arrangements must be worked out well in advance with 
states, if it is finally decided to withdraw Feds ral support and 
ssional approval should be secured prior to adoption of any 


plans. 
\feat inspection.—The committee recommends $14,190,000 for this 
rogram for 1955, a continuation of the level of operation for 1954. 
his 1s a decrease of $135,000 from the Budget Latest statistics 


able to the committee indicate a oradual decrease in volume of 


ally inspected meat instead of an increase as indicated in Depart- 
testimony. 
Payments to States, Hawaii, Alaska, and Puerto Rico The com- 
recommends a total of $15.453.708 for grants to the State 
Experiment Stations for 1955. This is a reduction of $4,000,000 
low the Budget and an increase over 1954 of $1,732,000. The 
rease will provide an additional $1,500,000 for production research 
and $232,000 additional for research on marketing problems 
tand mouth and other contagious diseases of animals and poultry. 
\ budget estimate of $2,134,000 was received on March 26 (H. Doe. 
No. 357) to permit the Department to initiate research on foot-and- 
outh disease in the laboratory on Plum Island, New York. The 
Chemical Corps of the Department of the Army contemplates trans- 
ring all facilities under its control on Plum Island to the Depart- 
ient of Agriculture on July 1, 1954 for such research work. The 
ommittee recommends an appropriation for 1955 of $1,800,000 for 
lis purpose. 


EXTENSION SERVICII 


ropriations, 1954 _. $35, 294, 564 
ites, 1955 13, 600, 000 
me nded, 1955 38, 876, 514 

parison: 

1954 appropriation 3, 581, 950 

1955 estimates t 723. 486 


The function of the Extension Service is to take research results and 
program facts of the Department of Agriculture and State Agricul- 
tural Colleges and Experiment Stations to rural people in a manner 
that effectively meets the farm and family needs. The Cooperative 
Extension Service is financed from Federal, State, county and local 
sources. The funds are used within the States for the employment of 
ounty agents, home demonstration agents, 4-H Club agents, state 
specialists and others who conduct among rural people the jeint 
educational programs of the Department. 

Payments to States, Hawaii, Alaska, and Puerto Rico.—The sum of 
$35,610,279 is recommended for 1955 for payments to State Land- 
(rant Colleges for extension activities. This is a decrease of 
$4,064,721 below the budget estimate but an increase of $3,361,950 
over funds available for the current fiscal year. The increase provides 
an additional $3,000,000 for cooperative agricultural extension work 
and $395,000 for payments to states under the Agricultural Marketing 
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Act of 1946, offset by a reduction of $33,050 due to absorbing f 
housing activities within regular activities. 

Federal Extension Service —The committee recommends $3,266.29: 
for 1955, an increase of $220,000 over funds available for 1954 and , 
j decrease of $658,765 in the Budget. The increase provides an adq). 
tional $200,000 to meet penalty mail costs and $20,000 for 
employment of two field representatives to represent the Fede 
Extension Service in relations with Presidents, Deans, and Directo 
in the Land-Grant Colleges and Universities. 


FARMER COOPERATIVE SERVICE 


Appropriations, 1954 pipidaess 0 e2 $408. 00 
pproy 

Estimates, 1955 : 108 0) 
Recommended, 1955 108. 0 


The Farmer Cooperative Service, formerly the Cooperative Resear 
and Service Division of the Farm Credit Administration, was trans. 
ferred to the Department of Agriculture by the Farm Credit Act , 
1953. The Service performs research in connection with and render 
technical assistance to associations of producers of agriculturs 
products and federations and subsidiaries thereof engaged in 
cooperative marketing of agricultural products. 

The committee recommends a continuation of the program of this 
Service at the 1954 level. 

FOREST SERVICE 


Appropriations, 1954 $78, 117 
Estimates, 1955 71, 601 
tecommended, 1955 72, 284, 95 
Comparison: 
1954 appropriations aol 5, 832, 45 
1955 estimates__...--- j yas: 1-683 


The Forest Service is charged with the responsibility for promoting 
the conservation and wise use of the country’s forest and relat; 
watershed lands, which comprise one-third of the total land area 
the United States. It engages in four main lines of work: (1) man- 
agement, protection, and development of the National Forests, (2 
cooperation with States and private forest landowners in connectio! 
with fire protection, forest tree planting, and forest management 
(3) forest and range research, and (4) control of forest pests. 

Salaries and erpenses.—A total of $47,103,264 is recommended f 
1955, including $30,132,700 for protection and management of the 
National Forests, $6,000,000 for fighting forest fires, $4,800,000 f 
control of forest pests, and $6,170,564 for forest research. This 

















over the Budget. 

Of the reductions of $2,026,700 proposed in the Budget for protec: 
tion and management activities, the committee has agreed to cuts 
totaling $829,000. This includes reductions for the following items 
maintenance of improvements, $150,000; personnel reductions ar 
consolidations of certain National Forests and ranger district 
$212,300; development of land utilization projects, $513,000; refor- 
estation, $20,000; range revegetation, $65,000; and acceleration 
flood prevention measures, $88,400. 

Offsetting these reductions, the committee has inserted an addi- 
tional $219,700 to meet the urgent need for increased timber sales 
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The committee feels that these funds should be used partially to 
engthen the timber sales staff by bringing in persons with back- 
nd in the promotion of timber sales and the handling of the 


bus ness aspects of such sales. It is the committee’s opinion that the 
Federal Government is not getting as good prices for its timber as it 


could with a stronger sales staff. 

Decreases totaling $486,354 are recommended for control of forest 

pests as follows: L eade ‘rship, coordination, and technical direction of 

-pine blister rust control, $60,000; white-pine blister rust control 
on National Forests, $176,354, and on Interior Department lands, 
s100,000; and forest pest control, $150,000. 

The increase of $57,900 recommended for research includes an 
additional $100,000 for forest genetics investigations, an additional 
520,000 for research to improve methods of marketing farm forest 
products, offset by a decrease of $62,100 for research on forest insects 

The elimination of anguage restricting research outside the United 
States has been approved as recommended in the Budget. The 
committee wishes to be consulted in advance, however, relative to 
proposals to engage in such work in any foreign country other than 
Canada 

Forest roads and trails —The 1954 appropriation of $14,498,000 is 
recommended for 1955. This is a decrease of $1,502,000 below the 
Budget. The amount recommended includes $7,500,000 for bridge 
replacement and construction of roads and trails in Washington and 
Oregon and other areas where there is an urgent need to salvage 
timber due to serious insect epidemics. While these funds were justi- 
fied primarily for the W auhiiapeaebein area, it is not the intention 
of the committee to restrict their use to this region, where serious 
epidemics in other areas warrant the use of a portion of the funds. 

Acquisition of lands for national forests—The committee recom- 
mends the restoration of the full appropriation of $75,000 for acquisi- 
tion of lands under the Weeks Act, together with restoration of 
$10,000 for acquisition of lands from National Forests receipts in the 
Cache National Forest in Utah. 

State and private forestry cooperation—An appropriation of $10,- 
608,690 is recommended for 1955, a decrease of $75,000 below the 
appropriation for 1954 and an increase of $1,485,690 above the 
Budget. This amount will permit full restoration of the proposed 
cuts for forest tree planting and forest management and processing, 
and will restore all but $75,000 of the budget reduction for forest fire 
control. 

Cooperative range improvements —The budget estimate of $281,000 
is recommended for 1955, a decrease of $250,000 below 1954. This 
item represents the appropriation of a portion - the grazing fees 
from the National Forests received during 1953, for the purpose of 
protecting and improving the productivity of the ranges. The funds 
are used primarily for construction and maintenance of fences, stock- 
watering facilities, bridges, corrals, and driveways. 


SOIL CONSERVATION SERVICE 
es watndahe 71, 486, 279 


eee pint “66, 117, 000 
eeecnmand nenany,, ens 


Appropriations, 1954 
Estimates, 1955 
Recommended, 1955 
Comparison: 
1954 appropriations ; 8S ~858, 608 
1955 estimates ; g23 ' saususus ea ORRGti 








ate 


AGRICULTURAL APPROPRIATIONS, 1955 


The Soil Conservation Service assists soil conservation distric 
other cooperators in providing technical aid to farmers and ranch 
in bringing about physical adjustments in land use that will conse; 
soil and water resources, provide economic production on a sust 


basis, and reduce damages by floods and sedimentation. The S¢ | 
also developes and earries out special drainage, irrigation. be 
prevention, and watershed protection programs in cooperation 
soil conservation districts, watershed groups, and other Federal and 
Stato omaraiag ha-i-~ re “ SBt3sa° 
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Flood prevention.—The committee recommends $6,982,000 for 1955, 
the full appropriation authorized for 1954. This amount will permit 
the continuation of works of improvement at slightly in excess of the 
1954 level, in view of the decrease proposed in survey work. The 
committee agrees with the budget increase included for general basin 
investigations work in the Arkansas-White-Red and New England- 
New York areas. 

The flood prevention work in the eleven authorized watersheds 
consists of the installation of measures primarily for flood prevention 
financed from this appropriation, together with acceleration of th 
application of complementary conservation land treatement and 
forestry measures contributing to flood prevention financed from other 
appropriations of the Department, principally from the Conservation 
Operations appropriation of the Soil Conservation Service. The latter 
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is are available for such adc litional technical assistance to soil 

conservation districts, landowners and operators, and related mate- 

rials and land treatment work as is necessary for maximum flood 
tion progress in these watersheds. 

Water conservation and utilization projects —The budget estimate of 

489,000 is recommended for 1955, a reduction of $205,000 below the 

appropgdation for 1954. This reduction is made possible by the com- 

ind nletion 


he two Buffalo Rapids proiects in Montana and the Buford- 
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39, progr: im designed to remove acreage from crop production and plac 

nit f these acres in a soil conserving reserve status. This will not only be 
he n effective means of reducing further accumulations of commodity 
he : rpluses, but will also contribute to a balanced program of farming 
si ed to assure a productive agriculture which, in the near futur 
\d- vill be called upon to meet the increased food requirements of a 
pulation growing at the rate of 2.6 million each year. 

‘ds The committee realizes the importance of establishing good soil 
on nserving practices on land taken out of production under such 
he verted acreage program, and believes that special attention should 
hd given to these problems under the Agricultural Conservation 

: I g 

Ler rogram. It feels strongly that, in the interests of economy and good 
on soll conservation, the sum of $55 million is entirely inadequate to do 
ter the job. It has included no more than this amount—the budget 


H. Rept. 1510, 83—2-———-2 
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The Soil Conservation Service assists soil conservation oe 
other cooperators in providing technical aid to farmers and ranches, 
in bringing about physical adjustments in land use that will consery, 
soil and water resources, provide economic production on a sustain 
basis, and reduce damages by floods and sedimentation. The Servic, 
also developes and carries out special drainage, irrigation, floo 
prevention, and watershed protection programs in cooperation \ 
soil conservation districts, watershed groups, and other Federal 
State agencies having related responsibilities. 

Conservation operations.—The committee recommends an appr 
priation of $58,165,671 for 1955, a reduction of $653,608 below 
1954 appropriation but an increase of $3,267,671 in the budget est 
mate. The committee does not agree with the proposed reductio 
in the number of area field offices and has restored $1,077,671 to pro. 
vide for continuation of the present offices. In addition, it has ada 
$2,190,000 to permit staffing of the 76 new districts which are by 
established in the fiscal year 1954 and the 67 districts which are « 
pected to come into existence during the 1955 fiscal year. The co 
mittee expects the Secretary to follow the action of Congress in this 
recommendation. 

In accordance with the plan adopted last year for a substantial 
duction in the soil conservation nursery program, the Departn 
will have turned over to States or local agencies all but nine of its 
original 24 nurseries by the end of the current fiscal year. Of the nin 
nurseries which are being retained under Federal control to serve as 
permanent experimental stations in the various areas of the country 
five will be operated by non-Federal cooperating agencies where satis- 
factory working agreements have been worked out. The remaining 
four will continue to be operated as research and observational facilities 
by the Department. 

Funds for necessary information service at the national level a 
in the field to assist State offices shall be available from this appro 
priation. 

Watershed protection.—The budget estimate of $5,000,000 is recom- 
mended again for 1955 to permit the continuation of this “pilot plant 
program initiated last year. The present program includes some 65 
small upstream watersheds in nearly every State in the Union. Th 
total estimated cost at time of completion is $28,706,000. Th 
unanimous approval by the Congress this year of further legislatior 
on this subject indicates the wide-spread support for this essentia 
work. 

Flood prevention.—The committee recommends $6,982,000 for 1955 
the full appropriation authorized for 1954. This amount will permit 
the continuation of works of improvement at slightly in excess of t 
1954 level, in view of the decrease proposed in survey work. The 
committee agrees with the budget increase included for general basi 
investigations work in the Arkansas-White-Red and New England: 
New York areas. 

The flood prevention work in the eleven authorized watersheds 
consists of the installation of measures primarily for flood prevention 
financed from this appropriation, together with acceleration of the 
application of complementary conservation land treatement and 
forestry measures contributing to flood prevention financed from other 
appropriations of the Department, principally from the Conservation 
Operations appropriation of the Soil Conservation Service. The latter 
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funds are available for such additional technical assistance to soil 
conservation districts, landowners and operators, and related mate- 
rials and land treatment work as is necessary for maximum flood 


prevention progress in these watersheds. 
Water conservation and utilization projects —The budget estimate of 
eet) 000 is recommended for 1955, a reduction of $205,000 below the 


ypriation for 1954. This reduction is made possible by the com- 
nietion of the two Buffalo Rapids projects in Montana and the Buford- 
Trenton project in North Dakota, and by a reduction in level of opera- 
ns on the Angostura project in South Dakota and the Eden Valley 
project in Wyoming. It is estimated that this entire program will 
he completed by the end of the fiscal year 1957. 


AGRICULTURAL CONSERVATION PROGRAM SERVICE 


Appropriation, 1954__ ; ; , .. $211, 982, 000 
_ 1955- , . sates 195, 000, 000 
ided, 1955____- . ; ah = : : 191, 700, 000 

on: 
| appropriation Ss 7 a js — 20, 282, 000 
54 estimate. ......<..+...- mee Bde — 3, 300, 000 
The purpose of this program is to (1) restore and improve soil 
fertility, (2) reduce erosion caused by wind and water, and (3) con- 
serve water on land. To effectuate these purposes, the Agricultural 


Conservation Program offers cost-sharing assistance to individual 
farmers and ranchers in all of the 48 states, Alaska, Hawaii, Puerto 
Rico, and the Virgin Islands for carrying out approved soil-building 
| soil and water conserving practices on their farms. 
The committee recommends the sum of $191,700,000 for 1955, 
hich is $20,282,000 below 1954 and $3,300,000 below the budget 
estimate. This reduction, which is based on testimony indicating 
that there will be an unobligated balance of 3.3 million dollars at the 
f the program year, will have no effect on the ability of the 
Department to meet its commitments made in connection with the 
ram announced for the 1954 crop year. 
in advance authorization of $2 50,000,000 for the 1955 crop year 
s approved, as recommended in the budget estimate submitted in 
House Document No. 352. The language in the accompanying bill 
provides that $55,000,000 of this amount shall be placed in reserve 
til the ¢ ‘ongress has adopted a program relative to the use of lands 
verted from production. 
The committee recognizes the urgent need for the adoption of a 
gram designed to remove acreage from crop production and place 
ese acres in a soil conserving reserve status. This will not only be 
effective means of reducing further accumulations of commodity 
irpluses, but will also contribute to a balanced program of farming 
led to assure a productive agriculture which, in the near future, 
| be called upon to meet the increased food req juirements of a 
population growing at the rate of 2.6 million each year. 
The committee realizes the ae ince of establishing good soil 
nserving practices on land taken out of production under such a 
verted acreage program, and believes that special attention should 
given to these problems under the Agricultural Conservation 
gram. It feels strongly that, in the interests of economy and good 
soil conservation, the sum of $55 million is entirely inadequate to do 
the job. It has included no more than this amount—the budget 
H. Rept. 1510, 83—-2-———2 
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estimate—sinece a program must be finally determined bef 
amount of funds needed for the diverted acreage program \ 
ascertained. When the final program is developed, the amour 
vided, $55 million, will have to be supplemented. 


AGRICULTURE MARKETING SERVICE 
Appropriations, 1954 $105, 049 
Estimates, 1955 90 8N0 
Recommended, 1955 O8 
Comparison: 
1954 appropriation 6 9 
1955 estimate 7, 790 


The Agricultural Marketing Service is organized to aid in adva 
the orderly and efficient marketing and the effective distributio 
products from the Nation’s farms. The marketing and distrib 
functions of the Department, which are centered in this Servic 
clude research and development of agricultural marketing and 
tribution; analyses relating to farm prices, income and populat 
and demand for farm products; crop and livestock estimates 
related statistical and economic research; market news 
standardization, inspection, grading and classing of farm prod 
freight rate assistance; marketing and regulatory acts (inelu 
marketing agreements and orders); cooperative programs in m 
ing; the National School Lunch program; surplus removal prog 
under section 32 of the Agricultural Adjustment Act; food 
activities; and other assigned responsibilities related to agrict 


marketing and distribution. 


Marketing research and service. A total of $20.564.300 is re 
mended for 1955, an increase of $99,047 over 1954 and a decreas 
$894,200 below the Budget. The increase of $398,600 recomme) 


for marketing research and agricultural estimates includes $223 
for development of new markets, $75,000 for development of esti 
of farm production expenditures and net farm income, and $100 
for crop and livestock estimates. The reduction of $299,553 for 
keting services includes all decreases recommended in the B 
with the exception of $220,000 for inspection services for fresh 
and vegetables, which has been reinstated. This is a voluntarm 
spection service to stimulate good shipping and marketing pra 
and the committee does not feel that the appropriation cut and in 
in inspection fees is warranted. 

In view of the wide variation in percentage of inspection costs 
covered from fees for the various agricultural commodities, the ¢ 
mittee strongly urges the House Committee on Agriculture to co 
recommending new legislation designed to develop a more ul 
policy as to assessing fees for such inspection service. 

Payments to States, Te r? itor Le S. and POSSESSIONS, The 1954 ay 
priation of $573,000 is recommended for 1955. The reduct 
$327,000 below the budget estimate is proposed because of tl 
creases allowed elsewhere io the bill for marketing research. 

Repayment to Commodity Credit Corporation.—TVhe budget est 
of $441,655. a reduction of $326,850 below the current vear’s ay 
priation, is provided to reimburse the Commodity Credit Corpora 
for costs incurred for inspecting and grading tobacco unde! 
Tobacco Inspection Act of 1935 and for classing cotton unde! 
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C Doxey Act of 1937. This reimbursable arrangement was 
shed several years ago when it became apparent that it was less 

O finance these services through ( ommodity Credit Corpora- 

ids than to establish full-time, year-round offices under regular 
vriations. The amount recommended represents a reimburse- 
for costs incurred during the fiscal year 1953. 

budget for the USDA for tobacco erading and related demon- 
yn activities, which are of substantial assistance to farmers in 
or their tobacco for market, would eliminate practically all 


tion work in fiscal year 1955 as well as continue current per 


Lices which force tobacco inspectors LO cover their own liv Ine 
cases where they are away from their official stations more 
60 days. The committee feels that adequate demonstration 
s should be continued and that some correction should be 
the per diem practices 1n the interest of n aintaining the ¢rad- 

: which is so important to the marketir r of all tobacco as well 


lministration of the tobaeco price-support program. 


“ the section on “\Marketing Services’’ in the \ppropriation \et 
Public Law 135, SId ¢ onge’., Lue 5, 195 authorizes supple- 
advances from the Commodity Credit Corporation to meet 
rading costs, a change in the appropriation bill is not neces- 

) ide the additional fund eded for tl act tj ndiecat ] 
rovide the additional tunds needed tor the activities indicated 

hich are an integral part of the grading work, and which the 


ee expects will be covered by the authorized advances 
5 ) lunch program The committee recommends a total appro- 
in of $77,011,416, an increase of $9,011,416 over the budget and 
ise of $6,224,781 below the 1954 appropriation. 

Budget recommends the elimination of funds for the purchase 
and distribution of commodities pursuant to section 6 of the National 
School Lunch Act, for which $15,000,000 was appropriated in 1954. 
The committee disagrees with the Budget and recommends the 

toration of $9,011,416 for this purpose in 1955, the maximum 
nt possible within the overall budget total. 

purchase of foods under section 6 has helped schools meet 
nutritional requirements and provide a balanced diet. While there 
has been an increase in the amount of surplus commodities acquired 
for school-lunch programs with section 32 funds, a great many such 
commodities are not identical in kind or in nutritional characteristics 
with those purchased under section 6. In order to meet nutritional 
requirements and provide a balanced diet there is still a vital need 
for section 6 purchases, particularly fruits and vegetables. 

Furthermore, section 6 purchases have been comprised for the 
most part of commodities which have sought to solve their production 
problems without the aid of Federal price support programs. 


n 


FOREIGN AGRICULTURAL SERVICE 


\ppropriation, 1954____- a i a i Rh aa ar me a i 5a lari $840, 900 
Estimate, 1955_ ae 965, 000 
Recommended, 1955- _- 965, 000 


Comparison: 1954 appropriation ch oon eee este hires. < vecacece- $124, 100 

The Foreign Agricultural Service administers the foreign agricul- 
tural programs of the Department and develops plans and policies 
related to the administration of the foreign affairs and interests of 
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United States Agriculture. The primary objectives of the Sery 
to develop foreign markets and encourage foreign trade, 
munister import controls on designated agricultural commoditi 
Under the present domestic situation in which American agi 
finds itself, the committee has looked with favor on the oby 
cent on all phases of marketing in the Department’s budget 
the poundaries which the present debt lin if imposes, it has 
allow amounts that have been programed and budgeted in that 
tion [It is recognized that foods, fibers, and forage in stora 
and those to be produced this vear must be moved Ch 
nsumed either here at home, or abroad. 
connection with the latter alternative the committee re 
mphasis on foreign trade for Agriculture that 


y| the Denartment has provided and, there tore 


full budget estimate for 1955. Moreover, the 
“section or? funds should De utilize oO the max 
re} val ly j ] . 1d t} ited PER. ae 
removat i s irpius SLOCKS Ane the reevaimin and maintenanc 
torical foreign markets at this time 
-bori Foreign Agric iltural Servi ‘is to thrive and 
| ‘mn to present plannin for tha 


new men for an effectiy 


COMMODITY XCHANGI L\UTHORITY 


The major objectives of this organization are to prevent com 
price manipulation and corners; prevent dissemination of fa 
misleading crop and market information affecting commodity 
protect hedgers and other users of the commodity futures 1 
acainst ‘he 


ating, fraud, and manipulative practices; insure thi 
of membership privileges on contract markets to cooperativ 
tions or producers; insure trust-fund treatment of margin mon 
equities of hedgers and other traders and prevent the misuse of 
funds by brokers; and provide information to the public 
trading operations and contract markets. 

The decrease recommended in the bill for 1955 will be absorbed 
deferring the institution of certain special reports and by not | 
into effect certain controls previously proposed. 


COMMODITY STABILIZATION SERVICE 


Appropriations, 1954 $1038. 920. 2 


Estimates, 1955 102. 100, ( 
Recommended, 1955 99. 600 
Comparison: 


1954 avpropriations 4 1. 321 


1955 estimates ; ; 2 500, 00 
The Commodity Stabilization Service has responsibility for th 
Commodity Credit Corporation, acreage allotments and marketing 
quotas, the Sugar Act, the International Wheat Agreement, the AS‘ 
State and county offices, procurement of commodities under section 32 
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Avricultural Adjustment Act and section 6 of the National 

e.hool Lunch Act, and various related activities 
ral adjustment programs.—The committee recommends 
{ 1 000 for 1955, which 1s $4,312,000 below the 1954 appropriation 


s2 500,000 below the budget estimate. In view of indications 
farmers will participate in the acreage-control programs 
the committee feels that the funds proy ided are ade ‘quate. 
cet proposal to eliminate lancuage relating to providing 
assistance to selective service authorities has been agreed 


suld be clearly understood, however, that this action in no 


the authority of National, State, and county committee 
» pe riorm this service whe rever necessary. 


Aet The | Du deo ret. estimate of S590 GOO 000 1s recommended 
5 These funds, which are expended under the Sugar Act of 
‘§ are used to establish consumption requirements, administer 


nd make payments to domestic producers of cane and beet 
or this purpose 
ised entirely on projected production estimates. From _ the 
tion of the program in 1938 through the fiscal year 1953, collec- 


io meet specified conditions. Funds pro\ ided { 


s of excise and import taxes under this program have exceeded 
ditures by $269,173 ,947. 


FEDERAL CROP INSURANCE CORPORATION 


1954 $7. 450. 000 
” 955 5. 700. 000 
5 5. 700. 000 
on: 1954 appropriation 1, 750, 000 


led, 195 


Federal Crop Insurance Corporation was created to furnish 
tion for the farmer’s investment in producing crops against 
from unavoidable causes. The program provides farmers with a 
of financial security against production risks which cause 
ible loss from such causes as drought, flood, hail, wind, frost, 
kill, lightning, fire, excessive rain, snow, wildlife, hurricane, 

lo, insect infestation, and plant disease. 
budget estimate of $5,700,000 is recommended 
ction of $1,750,000 below the funds provided for the current fiseal 
This budget reduction has been proposed on the basis of two 
ors: (1) no additional counties will be added to the program in 
55, and (2) the cost of crop inspections and loss adjustments will 
ng transferred to premium income during the fiscal year 1955 for the 

st time 

view of the fact that the program has not pen a as fully as 
ected, there is some possibility that the increase in premiums due 
. this change in policy will reduce coverage and furthe ‘r hurt chances 
‘success of the program. The committee is agreeing to the proposed 
000 hange for 1955 in order to give officials of the Department an oppor- 
‘unity to operate on the new basis. However, it will watch develop- 
nts closely before agreeing to such a change on a permanent basis. 
The committee has not agreed to the proposal to charge a portion 
the the cost of contract sales to premium income. It feels that all 
1 ieid employees of the Department should help in the promotion of 
tis program and in the writing of insurance contracts in connection 


f ° ee 
for 1955, a 


i 





32 with their regular duties. 








et ene 
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RURAL ELECTRIFICATION ADMINISTRATION 


Loan authorizations 
Auth 1954 q I 
] 1 ) l 
Re 1955 1 
( 
t S - 
S , y 
A ' 1954 
| Ina 1955 
R ) 
Ci 


The Rural Electrification Administration conducts t 


lending programs 1) The rural electrification program t 

electric service to farms and other rural establishments; ani 
rural tel phone program to furnish and improve tel lephor ( 
rural areas Loans for construction of electric and telephon 
are self-liquidating within a period not to exceed 35 


inter st at 2 percent 
The committee recommends $100,000,000 for electrificatior 
for 1955. a dec rease of $35.000.000 below the current yea 


increase of $45,000,000 over the Budget. This amount 
with an estimated carryover of $45,000,000, probable rec] 
$5,000,000, and a contingency fund of $35.000.000. will make a 


of $185.000,000 available for electrification loans during the 
yeal 

The budget estimate of $75,000,000, an increase of $7,500,00 
1954, is rec omme ‘nded for the telephone program for 1955. Thi 
increase in telephone applications being received yenenes addit 
funds over the current level, if this program is not to be 
restricted. 

The committee feels that adequate funds should be made availa 
‘ach year to meet bona fide applications. These amounts are pro 
in the form of authorizations to borrow from the Treasury, 
than as direct appropriations, and therefore are merely ceilings 
amounts which may be drawn from the Treasury at such time as loans 
are approved. Since unused loan authority has no effect on 
national debt, and since amounts borrowed are eventually repaid | 


the Treasury with interest, it is believed to be wise policy to pro’ du 
borrowing ceilings which are high enough to meet all legitimate | lo 
needs. an 
For salaries and expenses, the committee recommends $7,285,00 N 
an meena of $200,000 in the budget estimate and a decrease of gt 
$269,250 below 1954. The additional funds are provided to handle tu 
the recommended increase for loan authorization relative to the be 

electrification program, and to expedite the handling of the large back- 
log of loan applications on hand. 0 
"The « -ommittee has had reported to it many instances where private ne 
power sources are placing more and more restrictions on the activities ti 
of REA cooperatives as a condition to negotiating contracts to supply I 
Y f 


the necessary power. Many times contracts offered by the private 
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‘companies are on a year-to-year basis. In the opinion of the 
iittee, REA cooperatives are entitled to a firm source of power at 
nable rates and on a dependable basis, with the full right to 
on a basis which will render maximum service to eligible 
mers. The committee feels that the administrator’s authority 
vide loans for power generation should be fully utilized, if 
iry, in order to assure adequate power to REA cooperatives on 
nable basis. 


FARMERS HOME ADMINIST!I 


Loan aut 
$182, 000, OOO 
145, 500, 000 
: 1955 145, 500, 000 
54 authorizations 36, 500, 000 


n, 1954 : }. 737. 000 
250, 000 

, 1955 23 50, 000 

t appropriation ; 2, 987, 000 
5 estimate : + 1, 500, 000 

The Farmers Home Administration performs the following activi- 
tes: 1) It makes direct farm ownership loans to farm tenants, farm 
laborers, sharecroppers, and other individuals, for the purchase, 

nlargement or development of family size farms; (2) It insures 
\)-vear farmer ownership loans made by private lenders up to 90 

reent of the normal value of the farm and necessary improvements; 

}. It makes production and subsistence loans to farmers and stoc k- 

n for farm operating expenses and other farm needs, including the 

nancing of indebtedness and family subsistence; (4) It makes loans 
for the construction, repair, or improvement of water facilities in the 

rid or semi-arid of the 17 Western States; and (5) It makes emergency 

ns to farmers and stockmen in designated areas where a disaster 
has caused a need for agricultural credit not readily available from 
mmercial banks, cooperative lending agencies, or other responsible 
sources. 

The loan authorization recommended for 1954 includes $19,000,000 
for farm ownership loans, $120,000,000 for production and subsistence 
loans, and $6,500,000 for water facilities loans. This is a decrease of 
$36,500,000 below funds available for 1954, $16,500,000 of which is 
for farm housing loans for which basic legislation expires June 30, 1954, 
und $20,000,000 of which is a special fund for production and subsist- 
ence loan funds made available last year in connection with the emer- 
gency drought relief authorization included in Public Law 175. If 
further needs for these two programs develop at a later date, it will 
be necessary to handle them as supplemental requirements. 

The increase of $1,500,000 for salaries and expenses has been added 
to assure adequate personnel in State and county offices to provide 
needed assistance to the borrowers and to maintain adequate protec- 
tion of the Government’s investment of around $750 million in this 
program. The committee has been impressed with the record of the 
Farmers Home Administration in assisting needy farm families to be- 
come established in enterprises that are economic and sound, and feels 
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that its success is due to the fact that it has actively supervised 
loans it has made The making of loans to properly safecua 
borrower S interest and the security of the Government deman 
food judgment and a complete understanding ot 


‘ 


ful scrutiny, 
and home management. 

The Congress has over the vears approved the supervised 
nd the committee feels that adeq 


pro a 
sonnel « five tate and county tevel coneerned with the 
ograms must be maintained he « 


ft / 
rie 


employment ol personne | with 
farm and home practices 
sts of the Government, lead t 
better farm family living 
f declining farm prices and sn 
ltural producer. 


Testi received during committee hearings indicates th 


proposed to utilize the home demonstration agents of the FE) 
b 


Service to periorm the functions which have been provided I 
super\ sors of FHA The committee feels that this Is not a p! 
prope sal, SInce the typ ol people served by the Kxtension Se] 


not the same as those which utilize the facilities of the Farmers | 


and the training and background of the personnel of the two a 

is not the same. The committee also feels that an adequate nu 
of appraisers must be maintained to make certain that the prog 
operated on a sound basis. In this connection it should be poir 
out that a loan program of this type, which has such an outstan 
repayment record, is far more desirable and less costly to the taxp 
that an outright relief program which would be the only alternatis 


OFFICE OF THE SOLICITOR 
Appropriation, 1954 
Estimate, 1955 
Recommended, 1955 
Comparison: 
1954 appropriation 


1O55 estimat 
Loo t aU 


The Solicitor’s Office is the official law office of the Department of 
Agriculture and, as such, performs all of the legal work arisin: 
the activities of the Department. 

The reductions recommended for this office can be accomplished by 
the utilization of lower grade personnel for more of the routine wi 
This should enable the Office to operate with fewer but better } 
lawyers. 

OFFICE OF THE SECRETARY 
Appropriation, 1954 ‘ a 
Estimate, 1955 
Recommended, 1955 
Comparison : 
1954 appropriation. 
1955 estimate — 
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- appropriation includes funds for the immediate office of the 

ecretary, the Office of Personnel, the Office of Budget and Finance, 
ns “Office of Plant and Operations, and the Office of Hearing Ex- 
aminers. 

The committee feels that further administrative savings in all of 
the various Offices included in this appropriation item will make pos- 
sible the reductions recommended. 

OFFICE OF INFORMATION 
riation, 1954 ; $1, 251, 000 
_ 1955 968, OOO 
led, 1955 1. 180, 400 


+ Al propriat 600 


| tiol 70 
jo estimate 212. 400 


lhe Office of Information has general direction and supervision over 
publications and other information policies and activities of the 
Jepartment, including the editorial work, illustrating, printing, and 
stribution of publications, clearance and release of press, radio, 
nagazine materials, and the preparation and distribution of ex- 

its and motion pictures 
The increase over the Budget results from the reinstatement of 
s228,000 for the Yearbook of Agriculture and the denial of the pro- 
sed increase of $15,600 for additional work on prepar ition and dis- 
ition of agricultural information by television. The committee 
ls that the continuation of the Agriculture Yearbook is equally as 
ortant as placing increased aun on research and educational 
tivities of the Department. The Agricultural Yearbook is one of 
principal means of making the findings of the research programs 

lable to agricultural producers. 

he committee understands that the proposed Yearbook for 1955 
deal with the subject “Soil and Water Management.” In view 
he urgent need for more intensive soil conservation and watershed 
tection work throughout the Nation, a publication on this subject 
ould make a very valuable contribution to the future prosperity 

wr welfare of the country. 


| 


LIBRARY 


\ppropriation, 1954 S681. 800 
timate, 1955 659, 950 
mmended, 1955 659, 950 
mparison: 1954 appropriatior 21, 850 
The Library of the Department of Agriculture procures and pre- 
serves all printed information concerning agriculture. By law and by 
cooperative agreement with the Library of Congress, this library 
serves as the National Agricultural Library of the country. 

The reduction proposed for this activity will be met by reductions 
in the number of publications procured, the number of volumes to be 
hound, the lending and reference service, and the administrative 
services function. 
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COMMODITY CREDIT CORPORATION 

Authorization, 1954 
Estimate, 1955 
Recommended, 1955 
Comparison: 1954 authorization | 

The regular bill for 1954 provided $17,100,000 for this pri 
This was increased to $19,100,000 in the Third Supplement 
1954, because of the large increase in volume of loans for ; 
chases of wheat, cotton, corn, and dairy products durin 
months. It is expected that this volume will decrease sor 
during the coming year, although the committee recog: 
difficulty in predicting a year in advance the workload volum: 
determines the amount of funds required for this activity. 


RESEARCH ON STRATEGI( AND CRITICAL AGRICULTURAL MA 


Appropriation, 
Estimat 1955 
Recomr 


Comparis : 1954 appropriation 


The Strategic | Critical Materials Stockpiling Act 
authorizes and directs the Secretary of Agriculture to make si 
ter hnologic and economic in\ estigations of the feasibility of « 


ing domestic sources of agricultural material or substitutes 


materials determined to be strategic and critical. This approy 
is to enable the Department to carry out its responsibilitic S und 


act. 

The decrease recommended results from the elimination 
research on domestic production of guayale and other natural 1 
The research programs on vegetable tannins, vegetable fats and 
and fiber plants will continue in 1955 at the 1954 level. 

FARM CREDIT ADMINISTRATION 
Authorizati 
Estimates, 
Recommend: 
Comparison: 
1954 authorizations 
1955 estimates 

The Farm Credit Administration provides supervision, examinatio 
facilities and services to a coordinated system of Farm Credit banks 
and corporations which make loans to farmers and their cooperatives 
The Administration was established as an independent agency 
the direction of a Federal Farm Credit Board on December 4, 195 
by the Farm Credit Act of 1953. At that time the Cooperative 
Research and Service Division was transferred to the Department of 
Agriculture and reestablished as the Farmer Cooperative Service 

Funds recommended for operation of the Administration and 
member institutions total $6,250,000. This includes $2.320.000 for 
the parent organization, the Farm Credit Administration, $650,000 
for the Federal Farm Mortgage Corporation, $1,740,000 for the Fed- 
eral intermediate credit banks, and $1,540,000 for the Production 
credit corporations. The amount recommended is an increase of 
$89,500 over 1954 and a decrease of $55,000 below the budget esti 
mate. 

Of the increase, $64,500 is provided to meet expenses of the new 
Board and to cover additional expenses resulting from the separation 
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Farm Credit Administration from the Department of Agricul- 


The increases of $50,000 for the Federal intermediate credit 


) ; and $75,000 for the Production credit corporations are recom- 
a to assure more thorough screening of loans to assure sound 
stable agricultural credit during the present period of declining 
m incomes. The three increases are offset by a reduction of 
<100,000 for the Federal Farm Mortgage Corporation 
is GENERAL PROVISIONS 
Qt 
lhe general provisions contained in the accompanying bill are sub- 
5 ally the same as those which have been included for the past 
several years. The minor change in section 506, which establishes a 
nimum amount for research contracts, and the addition of section 
) which provides for the payment of advisory committees for re- 
h and service work, result from a change in appropriation struc- 
ecently adopted by the Department 
LIMITATIONS AND LEGISLATIVE PROVISIONS 
The following limitations and legislative provisions not heretofore 
d in any appropriation act are included in the bill: 
On page 3, line 2, in connection with the Agricultural Research 
not to exceed $20,000 shall be available for the cons tion of an office and 
tory buelding at the Southeastern Tide Field Station, Fleming, Georgia 
On page 7, line 14, in connection with the Extension Servic 
, That funds hereby appropriated p ant to sectior of the ict of 
1953 (Public Law 88) shall not be paid to any State, Ff j 1. Oo 
Rico prior to availability of an equal ” ) ron-l f purces 10 
On page 22, line 14, in connection with the Agricultural Conserva- 
Program: 
this tmount not more than 8195.000 W) may he ed ni l , rod } 
opte l relative to th ise ¢ wreagd liverted iro prod 4 
() page 24. line l, in connection with the Acricult iral Conse rva- 
Program: 
further, That in carrying out the 19545 proqra the S fary l give T= 
msideration to the conservation pro wren ) 
g wreage-allotment programs 
S On page 28, line 7, in connection with the Sugar Act Program: 
$77,000 shall be placed in reserve to be apportioned pu ‘ to tior } 
I ed Statutes, as amended, for se ma } >? rhe y " ying 
e e propo tionate shares on the 1955 heet crop 
I 4 . = . : 1 
On page 34, line 17, in connection with Federal Crop Insurance 
Corporation: 
1. That the direct costs of loss adjusters for crop inspectior , lo idjust- 
) ay be considered as nonadministrative or nonope 
- On page 41, line 15, in connection with General Provisions: 
n S 909. Appropriations of the Department availabl ) é h and se ( 
f tuthorized by the Act of Auaqust 14, 1946 (7 I s. ¢ nie vo If [—]f , 
vilable for expenses of any advisory con ttee estal } as provided in 
III of said Act to assist in effectuating the rese ind ( pork of t 
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33) Congress (| HOUSE OF REPRESENTATIVES f REPoRT 
] Session j { No. 1511 


CONSIDERATION OF H. R. 8779 


L 9, 1954. teferred to the House Calendar and ordered to be printed 


\fr. Brown of Ohio, from the Committee on Rules, submitted the 
following 


REPORT 
(To accompany H. Res. 506] 


The Committee on Rules, having had under consideration House 
Resolution 506, report the same to the House with the recommenda- 
tion that the resolution do pass. 


Y 
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93n CONGRESS 
9] Session 


HOUSE OF REPRESENTATIVES { Report 
lt No. 1512 


CONSIDERATION OF H. R. 8377 
Apriz 9," 1954.— Referred to the House Calendar and ordered to be printed 


Mr. Brown of, Ohio, from the Committee on Rules, submitted the 
following 


REPORT 
(To accompany H. Res. 507] 


The Committee on Rules, having had under consideration House 
Resolution 507, report the same to the House with the recommenda- 
tion that the resolution do pass. 


O 
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) HOUSE OF REPRESENTATIVES 5 Report 
No. 1513 


( ONGRESS 


on \ 


LICENSING OF CERTAIN PROPERTY IN HONOLULU 
TO LEAHI HOSPITAL 


APRIL 12, 1954 Ordered to be printed 


\ir. SHAFER, from the committee of conference, submitted the 


following 


CONFERENCE REPORT 


{To accompany H. R. 6025] 


he committee of conference on the disagreeing votes of the two 
son the amendment of the Senate to the bill (H. R. 6025) to 
horize the Secretary of the Army to grant a license to the Leahi 
pital, a nonprofit institution, to use certain United States property 
city and county of Honolulu, Territory of Hawaii, having met 
full and free conference, have agreed to recommend and do 
mmend to their respective Houses as follows: 
That the Senate recede from its amendment. 
PauL SHAFER, 
Leroy JOHNSON, 
J. P. S. Devereux, 
OverTON Brooks, 
Cart T. Dura, 
Managers on the Part of the House. 
Rospert C. Henprickson, 
J. S. Cooprr, 


By R. C. H., 
Manage rs on the Part of the Senate. 
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STATEMENT OF THE MANAGERS ON THE PART OF THE HOUsE 


The managers on the part of the House at the conference on the 
dis: agree ing votes of the two House Ss On the ame ndme nts of the Se nate 
to the bill (H. R. 6025) to authorize the Secretary of the Army ta 
grant a license to the Leahi Hospital, a nonprofit institution, to ys 
certain United States property in the city and county of Honoluly 
T. H., submit the following statement in explanation of the effect of 
the action agreed upon by the conferees and recommended in th 
accompanying conference report: 


LEGISLATION IN CONFERENCE 


On July 27, 1953, the House passed H. R. 6025, a bill to authorizg 
the Secretary of the Army to grant a license to the Leahi Hospital, ; 
nonprofit institution, to — certain United States property in the cit 
and county of Honolulu, H. The Senate, on February 15, 1954 
passed this measure, but sia an amendment requiring the peru 
of a consideration of 50 percent of the fair rental value. 

In conference the Senate receded from its amendment on the follow. 
ing bases: First, the license to be granted is revocable at the will of tha 
Army and the hospits al therefore has no certain tenure of the property 
secondly, the hospital will expend a very substantial sum in the im 
provement of the property, which improvement will be of direct benefi 
to the United States in the event the property is required for defense 
purposes at some time in the future; and, lastly, the fact that the 
hospital, which is supported mainly out of Territorial funds, is 1 
charitable institution whose primary purpose is to treat patients 
suffering from tuberculosis. 

The conferees were in full agreement that the end to be achieved by 
the Senate’s amendment was a salutary one, but that in this particula 
case, taking into consideration the circumstances set out above, the 
purpose of its amendment and the principle underlying it were satisfied 
by the advantages which will ultimately accrue to the United States 

PauL SHAFER, 

a. JOHNSON, 

> Se DEVEREUX, 

iemauale Brooks, 

Cart T. Durnam 
Manage rs on the Part of the House. 
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83p CONGRESS ) HOUSE OF REPRESENTATI REPORT 


Id S ss70n { No. 1514 


PROVIDING THAT THE RATIFICATION OF THE REVENUE BOND 
ACT OF 1935, ENACTED BY THE LEGISLATURE OF THE TERRI 
TORY OF HAWAII, SHALL APPLY TO ALL AMENDMENTS OF SAID 
ACT MADE BY SAID LEGISLATURE TO AND INCLUDING THI 

ACTS OF THE 1951 REGI AR SESSION OF SAID LEGISLATURE, 

AND TO ALL EXTENSIONS OF THE PERIOD FOR ISSUANCE AND 

DELIVERY OF REVENUE BONDS THEREUNDER, HERETOFORE OR 


' »T 


HEREAFTER ENACTED BY SAID LEGISLATURI 


Apri, 12, 1954. 


Mr. Minter of Nebraska, from the Committee on Interior and 


‘ } 1 ] 
_ submitted the following 


REPORT 


[To accompany H. R. 2844] 


t 


The Committee on Interior and Insular Affairs, to whom was re- 
ferred the bill (H. R. 2844 providing that the ratification of the 
Revenue 30nd Act of 1935. enacted by the Legislature of the Terri- 
tory of Hawaii, shall apply to all amendments of said act made by 
said legislature to and including » acts of the 1951 re rular session of 
said legislature, and to all extensions of the period for issuance and 
delivery of revenue bonds thereunder, heretofore or hereafter enacted 
by said legislature, having considered the same, report favorably 
thereon with amendments and recommend that the bill, as amended. 
do pass 

The amendments are as follows: 

Page 1, line 6, Strike the figure “‘1951’’ and insert in lieu thereof 
"1963". 

Page 2, line 4, Strike the words “‘will expire on June 30, 1953,” 

Amend the title so as to read: 

A bill providing that the ratific: i n 
by the Legislature of the ritor Hawaii, shall apply to all amendments of 
said Act made by said legislature to and including the Acts of the 1953 regular 
session of said legislature, az o all extension rf f od for i nee and 
delivery of revenue bonds th: er, heretofore or reafter enacted by said 
legislature. 
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BOND ACT OF 1935 


BILL 


This bill confirms the authority ‘the Legislature of the 7 
of Hawaii to issue revenue bonds pursuant to the Revenue | 
of 1935 of Hawaii, independent of the Hawaiian Organic 


' : °y > : i 
withou he approval ot the President ot the United ‘5 


expt nditure ol Federal I inds is involved. 
In the acts of July 15, 1935 (49 Stat. 479), and August 


Stat. 516), the Congress authorized the Legislature of Hawaii 
on its own behalf, or to authorize any political or municipal cor 


Ld : . ir behalf. } ] } ] , 
or subdivision to issue on then Denali, bDOnGS ana other op 


public impro 


| 
I 


tert “se ey A ORES A. PRAMS Ee ‘ 
payvadit solely trom tne revenues derived irom & 
or public undertaking. The acts stated that the issuance 
revenue bonds would not constitute the incurrence of an inde! 


en Une the Organic Act of Hawaii, 
would n it the esident of 
Pu i { nis A {| rit . the lerrit 
ie B f 19235 anthorizine variou litical 
ve Venue i ACL OT 1 oy AULHOPIZINE Various Political 
to issue revenue bonds and plac ine a time limitation on s Lid 


aa 
Ve] ession of the Hawaiian legislature, beginning with 


within tl] 


n 
r 
I 


t 


present ', it has extended the period within whi 
Ly be issued, the last such extension to operate 
1953 From 1937 through 1947, the Congress regularly rat 
time extensions. 

This bill would ratify all past extensions made by the Haw 
Legislature, including those already ratified, and authoriz 
extensions, thereby eliminating any need for further cong 
ratification. While there may be some question as to 
necessity for H. R. 2844, the Governor of the Territory an 
Territorial legislature have asked that it be enacted. Territ 
officials report that some bonding attorneys have questioned Haw: 
basic authority to issue revenue bonds. Such doubts could 
harmful to the successful floating of bond issues by the Territ 

The favorable report of the Department of the Interior on H 
2844 is set forth below in full. It will be noted that the report 


* * * the passage of H. R. 2844 would establish beyond doubt or argu 
the Territory has been acting and will be acting within the scope of 


authority in the issuance of revenue bonds. 


DEPARTMENT OF THE INTERIOI 
OFFICE OF THE SECRETARY 
Washington, oe. Feb 
Ins a 
gion, mm. fe 
re ference is made to your 
ent on H. R. 2844, a bill 7 
Act of 1935, enaeted by the 
t amendments of said act 
lature to and including t} of the 1951 regular session of said 
and to all extensions of the peri for issuance and delivery of rever 
thereunde r, heretofore or hereafter enacted by said legislature 
By an act of July 15, 1935 Stat 9 48 U.S. C.. 1946 ed., 5 
act of August 3, 1935 (49 St: 6 TS. G.. 1946 ed., 562d), 
authorized the Legislature of Hawaii issue on its own behalf, or t 
al political or 1 nicipal “atio r subdivision to issue 
bon an r igs ave . olely from the revenues 
publ vi t or publ nde ng. The acts stated 
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revenue bonds would not constitute the incurrence of ; indebtec 


meaning of the Organic Act of Hawaii, as amended 1 would not 
approval of the President of the United St 

to this authority, the Legislature 

f 1935 (L. 1935, ch. 174, sec. ‘ 

awaii of 1945, as amended) 

to issue revenue bonds, an 


} 


iness 


every session of the Hawaiian 
nt time, it has extended the period with 


in 1937, the Hawaiian Legisla 
» ratify these time extensions for the 
ponded by ratifying extensions throu 
jor purposes of the present bill appea 
made by the Hawaiian Legislature, it 
orize future extensions and thereby 
by the Congress. In addition, 
issuance of revenue bonds pursuant 
Hawaii, supra, independent of the Hawaii: 
al of the President of the United Sts 
opinion that the passage of 
the authority alr 
1935, supra. a legs 
tion 
r, as a practical matter, the passage of H . 2844 would establish 


r 


ibt or argument that the Territory has been acting and will be acting 
scope of its basic authority in the issuance of revenue bonds These 


ave been raised by various bonding attorneys, and have been considered 


‘tance by various Territorial officials. Such doubts, of course, whether 
ot, cast a pall upon the successful floating of bond issues 
ause of the practical benefits which would accrue from the passage of 
2844, I reeommend that this bill be enacted into law. 
Bureau of the Budget has advised that there is no objection to the sub- 
if this report. 
Sincerely yours, 
OrME LEwIs, 
Assistant Secretary of the Interior 


Committee on Interior and Insular Affairs unanimously 
nmends that this bill be enacted with the technical amendments 
pted by the committee, thereby confirming congressional endorse- 
nt of the Territory’s authority to issue revenue bonds. 


fl) 
VY 








sip Concress | HOUSE OF REPRESENTATIVES { — Reprorr 
od Session | No. 1515 


ESTABLISHING THE OFFICE OF REFUGEES AND 
INTERNATIONAL MIGRATION 


1954 Committed to the Committee of the Wh 


State of the Union and ordered to be printed 


Reep of Illinois, from the Committee on the Judiciary 
submitted the following 


REPORT 


To accompany 3S. 1766] 


‘he Committee on the Judiciary, to whom was referred the bill 
766) to establish the Office of Commissioner of Refugees, having 
sidered the same, report favorably thereon with amendments and 
mend that the bill do pass. 
e amendments are as follows: 
On page 1, strike out lines 3 to 10, inclusive, and substitute in 
ereof the following: 
e Secretary of State is hereby authorized and directed to establish, pur- 
to section 104 (c) of the Immigration and Nationality Act (8 U. 8. C 
an Office of Refugees and International Migration, which shall be 
1 by a Director, who shall be appointed by the Secretary of State, without 
the civil service laws or the Classification Act of 1949, and who shall 
pensation not to exceed $15,000 per annum 
On page 2, line 9, substitute the words “Director of the Office 
Refugees and International Migration” for the word ‘“Commis- 
on line 10 substitute the words ‘Secretary of State’ for 
word ‘President’; and on lines 11 and 12 strike out the words 
th the Secretaries of State and Defense and’’. 
On page 2, line 17, after the word ‘“refugees’’ add the words 
ind international migration;’’. 
On page 3, line 1 substitute the words “prospective migrants’”’ 
the word “refugees’’, and strike out the word ‘‘ temporarily”. 
On page 3, line 11 after the word ‘‘membership” add the words 
affiliation’, and on line 12 after the words “‘sixteen years’’ add 
words ‘‘or that since the termination of such membership or 
fhliation he has been actively opposed to the doctrine, program, 
neiples, and ideology of such organization or movement.”’ 
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6. On page 3, line 18 after the word “Office” add “of Ri 
International Migration’’, and on line 24 before the word ‘‘n 
add the word “‘international’’, 

Strike out all of section 5 and section 6 and substit 
thereof the following 


SEC 5. TI Pre lent is hereby authorized to continue meml 
l ted States « the Intergovernmental Committee for European M 
accorda ( th its constitution approved in Venice, Italy, oo Or 

SEc. ( rhe President shall designate from time to time a repres« 
United Ste te and not to exceed three alternates to attend 4 spec 
I if i f the Council for the Intergovernmental Comn 


pean M ratio! W her ver the Unit 1 States is elected to mer 
Traentive Committee of the Intergovernmental Committee for | 


Presid shall designate from time to time, either fy) 
aforeseid representative al 1 alternat or otherwis« a& repre i 
United State and yt l » alternates, to attend sessions of t 
Com! 
Ss Page S line Qs ibstitute the words “Secretary of State 
word ‘‘Commissioner’’; on line 11 strike out the words ‘ol 
substitute in lieu thereof the word ‘‘on’’; on line 12 add 


«j Ul 
‘authorized”’ preceding the word ‘“‘under’’; and on line | 
words ‘‘and on’”’ add the word ‘‘international’’. 

9. Strike out all of section 10 and include in lieu ther 
following: 


Sec. 10. This Act and all authority derived therefrom shall expir 


iY 


Amend the title so as to read: 


An Act to establish the Office of Refugees and International Migrat 


for other purposes 


PURPOSE OF THE BILL 


The purpose of the bill, as amended, is twofold: (1) To estal 
within the Department of State an administrative unit which 
centralize and coordinate the many activities relating to ref 
and international migration, presently dispersed among numer 
branches of the Government; and (2) to authorize the conti 
membership of the United States in the Intergovernmental Comn 
for European Migration until the end of the fiscal year 1957. 


STATEMENT OF Facts AND HisTorIcAL BACKGROUND 
REFUGEES 


Relocation of the masses of uprooted families and individual 


Lais 


been one of the chief tasks confronting responsible statesmanshi 


since the close of the Second World War. In this task the Unit 


States has taken a leading part and has progressively gained increasing 


support and cooperation from other free nations. 








The size and nature of the problem has passed through several 


distinct stages, each requiring reappraisal and altered treatment 


On V-E Day 1945, it is estimated that more than 10 million refuge: 
expellees, and displaced persons were located in Western Europ 


By 1947 this total had dropped to slightly more than 1 million 


Up until that time all of the displacements were directly attributab 


to wartime exigencies. During the next 5 years, to 1952, the num! 
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rinal group in Western Europe had again been reduced by 
1) percent. 
vhile, however, new categories of persons had been forced to 

n their homes and seek refuge: 

Kstonians, Latvians, Lithuanians, Poles, Czechs, Slovaks, 

ngarians, Serbs, Croats, Bulgars, Rumanians fled from their 

mmunist-seized countries; 

100,000 Arabs had to leave the new State of Israel; 

Chinese, and westerners resident in China, sought safety out- 

the boundaries of the Chinese Peoples’ Republic; 

Koreans, probably more than 2 million of whom were made 
homeless as a result of Communist aggression from North Korea 
and China; 

Russians, Ukrainians, North Caucasians, and trans-Ural tribal 

dsmen trickled through every hole in the long, sealed Soviet 
irontier; 

Germans escaped by the hundreds of thousands from their 
Soviet-held east provinces; 

Inhabitants of the subcontinent of India, after the partition 
of 1947, crossed borders in both directions—the Moslems leaving 
ill they had in India to seek a future in Pakistan, the non-Moslems 
leaving their villages and lands to cast their lots with India. 


\f 


ost of these migrants are not the direct concern of the United 
but their weight on the economic, political, and social system 
roubled world justifies our interest, to say the least. ‘The human 
ser’ and hardships involved certainly cause American hearts to 
sympathize and to seek a remedy. 


EXCESS POPULATIONS 


addition to the refugee problem, there exists in certain areas of 
Western Europe a problem of economic, social, and political rather 
1of humanitarian nature, a problem commonly referred to as that 
rerpopulation. 
There is submitted below a summary of this problem as it specifically 
lates to five countries where the amount of apparently unemployable 
manpower has reached such proportions as to prompt internationally 
oncerted efforts designed to provide relief. 


e Organization of European Economic Cooperation (OEEC) has noted that 
pulation surplus is the most acute of Italian problems.’’ The problem may be 
mmarized as follows: 
Italy has a population of approximately 47.5 million; the natural increase 
1950 was 10.7 per thousand although it is expected to decline to 8.3 per thousand 
1954. Nevertheless, during the 5 years from January 1, 1950, to December 31, 
4, the population is expected to increase by 2.2 million persons; i. e., 4.7 per- 
During the same period the age group 20 to 39 will increase at a much 
gher rate; i. e., 8.5 percent. 
\part from seasonal fluctuations, registered unemployment in Italy has 
n stable for the past 6 years at a level of approximately 1,700,000. In addition 
re is an invisible amount of unemployment or underemployment which is 
mated to concern a further 2 million persons. There is a high level of feather- 
1 labor still maintained on the payroll in industry, and in 1952, 9 percent of all 
cultural workers were employed for less than one-third of the available working 
ays per annum, and a further 11 percent for less than half of the working days. 
Some 52.7 percent of persons unemployed are seeking work for the first time 
and approximately 250,000 young persons are coming onto the labor market 
Cach vear, 
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ne exe 


al investment and foreign aid 
the economy no prosper 
absorption it 
1e outlet for the inereasing populat 
to 1940, ceased during the war years, and 


surplus in Italy (July 1950 


l 
the 


Manpower 
1 to OEEC, the view was expressed 
from Italy during the following 10 


F3to 3 percent (600,000 to 700,000 


nemployment figures show a 


‘ates that the working populat 


iction and continued fore 
of annual income availal 
found for an additional 600,000 


was expected to remove { 


is working 
» the 500.000 w rkers expected to leave by 
f further 240,000 workers per a 


ration O Hn l I 


y population would therefore 1 


100 emigrant workers would be accompa 
e total of emigration required for the 5 vears 1950 to 1955 
nigration of a further 700,000 perso 


lion: thereafter the e1 


1960 


population of some 8 million persons which is increasit 
120,000 persons per annum or 15 per thousand | 
} a 


sus of 1940, the population increased by 2 
between 1940 and 1950 by 620,000 (8.4 pel 

In the 1920’s, population pressure was increa 
ds of re fugec s fro! 1 Asia Minor and since i 


furt refuge f Greek ethnie and Slav origin. There are at preset 
of whom between 30,000 and 34.000 


fugees in Greece, 


10.000 and 45,000 re 
¢ origin and 10,000 to 11,000 of foreign origin. 
rhe enormous damage suffered by Greece at the hands of 
forces during the late war and by the Communist-led guerrilla 
Some 600,000 to 700,000 persons were 


followed it is well known 


Crreek ¢ 


less bv this Communist attack 
Greece’s external deficit averaged between 280 and 300 million do 
id 1950 Strenuous efforts are being made to balanes 


current vear be successful call for an inerea 


Government revenues over 1e preceding vear. Accurate f 
difficult to obtain owing to the absence of a comp! 
{ 


estimated the figure of 


are { 
he Greek Governmen 
rie 0, 1952, but qualified t he stimate bv the st 


I 

} 

leration only urban areas and that the field covered 
ber of rbal l employe d may therefore be roughly « 


150.000 and 200.000 persons Underemplovment, partic 
‘ul areas, is a graver problem It is estimated that in 1951 
ployed in agricultural occupations worked only 56 percent of the avail: 


days This underemploy nt manpower may well be eq 


800.000 workers une ved 
ment represents approximately 


he present level of ecor 


that 


s therefore thought 
plovme! T it d 
7 percent of the economically active populat 
i¢ program provides for an expansio! 
Surry and 10 percen 
ion pl am, whic} ‘ n the assumptions that gro 
availablk 60 percent and 


aid will b inued | pect luce the manpower 


70,000 by 


estimated 


\\ 
Chis figure is abou 


inter-Kuropean 
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estimate an optimum level of emigration from Gre i 
gration of at least 300,000 to 400,000 persons ) e count! 
0 10 vears would undoubtedly make an appreciable c Oo ( 
on pressure and facilitating the solution of ec ) proble s 
erlands 
pulation of the Netherlands was estimated to be 10,264,000 in 1952 
50 e birth rate 7 per thousand, was higher a re ath rate 7.5 pe 
as lower than in any other Wester ropean co Its popula 
317 persons per square kilometer, is also the rhest in Europe 
een Officially estimated that assur g » emigratl recurs otal 
ill rise to 11.1 million by 1960 and 12.11 mn | 1970 Ove } 
period the potentially active population will rise | lL? lion; that } 
> percen No betier illustration ca be give ‘ he tas which would 
Netherlands in providing empl 1e1 ‘ s own econ f¢ 
¢ population were the emigration o » be ¢ off I ree eal 
A rlands has been able to absorb its ea g populatio partly « I 
- rreat expansion of economic acti at home, a ) f i 
nities prov ided by he Dutch Ea indies 
ansion in economic act t tt Nether! is l fi 
twentieth centurv has be spectacular, particul us Vi few raw 
are available within the ntry Duri he 20-vear period betwee 
LO50 the emploved labor force has i rease bv 20 t { bye ve 
1930 the increase was no Ik ha 10 per I The a l or 
nereased bv little more than 1 percent n fi Sin 1930 the Ls 
line in the number of ‘ in agricul a rsu Me rl 
zation and increas t ikel yT 1 rt r 
: unpower in agricult a absorption of a addit | work- 
rhus, the absorption of ilatio t Netherlands bee! 
elv to expansion of industrial a vity and the simultaneo XPanslor 
and services 
sic problem facing e Netherlands ca es lv stated: (¢ } 
the necessary Cat i inves ts T¢ iIndustr L ¢ ~ ( 
i raw materials, and increas export SO & to abs { r S11 
and at the same tin 1intain its high sta a 
ayments account in balance? lUnemy; ent yW { 3 
The 1952 figure, 138,000, repr nted 5} t m 
it is considered t ul ! lovi t vel of 100.000 LDD 
9 is consistent with co s of f en oO ‘ H f r 
ation will cont if a ‘ ¢ 
F id 45,000 per am The Ne at : ! ‘ 
" ated that an annual 1 ( re my of 60,000 < 
> population increase wit! controllat | 
the population wil creas be een 6 17 per I xt 
2 ‘ The Government is therefore att ¢ to effect tl ! i of 
telv 60.000 perso! ner a ! of who bye ve 20. 000 O00 
workers Howe r. some 212.000 > her bi ‘ j 5 
mnel, were repatriated from Indonesia betwee li a 1951 Ac a 
iring these vears migra » th Net rla er th - 
In 1950 the net immigration figure was appro ft 20,000 altho 
51 emigration exceeded immigration bv 25,000 and 1952 bv 47,000 The 
Se igration target of 60,000 per a m has still to be atta 5 
Iria 
problems of Austria are not the result of rapid popul 
iral economic difficulties stem from the breakup « ul 
archy after the 1914-18 war and have been intensified by 
the occupation which followed it, and the infh f 
: sdeutsche from the neighboring states to the east Dur 
< ‘ wars, & high level of he ployme nt was a permanen featur of the 
in 1934 the number of persons unemploved rose to over 590,000 while 
same time less than 1,400,000 were employed. 
nn he Second World War the personnel needs of t} occu m f es he 
amount of reconstruction reauired, and the ess of rey lustrial 
7 requisitioned particularly from the Russian Zone of oc tion resulted 
gh level of employment However, with the completion of reconstructio 
tantial unemployment returned By January 1953 employmet ad 
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reached a level of over 285,000 and although during the summer of 19 
seasonal employment caused this figure to be reduced, there wer: 
persons unemployed in August 1953, a figure representing 6 percent 
labor force 

The population situation has been greatly influenced by the arriva 
refugees and persons of German ethnic origin expelled from Comn 
countries The total of these refugees exceeded 600,000; i. e., 10 per 
total population in 1947. Many of the refugees were resettled by 
tional Refugee Organization. Nevertheless, by September 1, 19 
some 250,000 ethnic Germans and displaced persons had become 
Austrian citizens, a further 279,800 were seeking a livelihood in t 
economy and 44,795 were still accommodated in camps. 

Inflation following the Korean war was particularly severe in Aus 
cost of living rose by 56 percent between June 1950 and December 

the Austrian Government adopted deflationary financial and | 
1imed at stabilizing prices and costs. The difficulties in adjust: 

policies were bound to create were reflected in the increased 
unemployment rhis situation illustrates the very narrow margin for 
in economic policy which exists in Austria and the difficulty of reconci 
tives. The margin is so narrow that world economic changes and inter 
adjustments have an immediate effect on the employment situation 

A further complication will be the effect on the labor market of a: 
number of young persons leaving school between 1952 and 1955. This « 
increase is due to the increased birthrate in the immediate prewar year 
from Nazi policy after the Anschluss. As a result, the labor force will b 
by 17,000 voung persons bv 1955. 

It may therefore be concluded that although mass emigration is no 
to Austria, the emigration of between 150,000 and 200,000 persons 
next 5 years, selected in accordance with a carefully prepared system of 
would give Austria additional flexibility in solving its structural econo: 
lems and providing a more stable future for the migrants concerned. 





Western Germany (German Federal Republic) 


The population probiem in Germany is due almost entirely to the 


Volksdeutsche, German refugees from East Berlin and the Soviet Zone and { 


refugees. The number of these persons had risen to some 9.9 million 


Western Germany has made a spectacular recovery since the currency 


in 1948. Industrial expansion has been considerable and no less that 
of the German ethnic and foreign refugees had found employment by) 
1952, this figure being 90 percent of the refugees of working age. 
Unemployment depends considerably on the seasonal activity in the 
trades and fluctuates between 1,800,000 at the peak winter periods 
1953) to approximately 1 million during the summer months of high em; 
In September 1953 the unemployment figure feil below 1 million for th« 


Nevertheless, an average of 6 percent of the active population are unem; 


figure which rises to some 7.3 percent at the period of peak unemployme! 
is very little evidence of unused productive resources in Western Ger 
it may well prove very difficult to reduce the level of unemployment a 
An additional complication will be the difficulty of providing apprent ic 
vocational training to young persons coming onto the labor market { 
time. It is estimated that there are some 200,000 young men under t 
25 who have had no opportunity of acquiring a trade and that this 
increase at the rate of between 50,000 and 55,000 per annum until 
the effect of the low birth rate during the war years will begin to be fe 
Thus, in spite of the substantial progress made by the German eco 
great success achieved in absorbing the refugee population, and the 
which may be made on German manpower by a European army, it ma 
sidered that a minimum emigration of 250,000 during the next 5 vears 
of benefit to the country and would assist the solution of its immediaté 
It ix interesting to note that in 1952 some 380,000 persons applied for 
at the Federal Government’s Beratungsstellen (Counseling Offices 
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'yITED STATES PARTICIPATION IN THE PROMOTION OF INTERNATIONAL 
MIGRATION 


Up to the end of 1951 the United States, in its efforts to assist the 
fugees, then known as displaced persons or DP’s, was motivated 
hiefly by humanitarian impulses and the urgent, practical need for 
storing order in the war-ravaged countries of central Europe. 

Early in 1947, as the rescue and rehabilitation program of UNRRA 
lrew to its close, the Congress realized the necessity of joint interna- 
tional action on a large scale to take care of the problem. The first 
sep taken by the United States toward a better planned and more 
ermanent solution was under the leadership of the late Senator 
\rthur H. Vandenberg, of Michigan. On March 12, 1947, the Senate 
(Committee on Foreign Relations favorably reported Senator Vanden- 

rg’s Senate Joint Resolution 77 (80th Cong., Ist sess.), defining 
the purpose of the resolution as follows: 


s resolution would authorize the President to bring the United States into 
ership in one of the specialized agencies of the United Nations contemplated 
charter. The Congress has previously authorized membership in the 
ted Nations Food and Agriculture Organization, the International Bank for 
truction and Development, the International Monetary Fund, the Inter- 
al Civil Aviation Organization, and the United Nations Educational, 
tifie, and Cultural Organization. 
ild not be assumed, however, that the International Refugee Organization 
main a permanent part of United Nations machinery. The International 
ee Organization constitution states that it is a ‘‘nonpermanent” organiza- 
According to State Department estimates, from 3 to 5 years will be re- 
for the completion of the International Refugee Organization’s task. 


[he Senate Foreign Relations Committee report (No. 51, 80th 
ng., Ist sess.) then went on to say that 


to the present time responsibility for displaced persons has been divided 
ng several agencies—chiefly the American, British, and French Armies, 
RA, and the Inter-Governmental Committee on Refugees. On June 30, 
7,however, UNRRA expires and inasmuch as the armed services are not pre- 
to take over what is essentially a civilian activity it will be necessary to make 
r arrangements to carry on the functions hitherto performed by UNRRA. 
al committees of the General Assembly of the United Nations and the 
mie and Social Council have had this problem under study for many months. 
\saresult, on December 15, 1946, the General Assembly approved the constitution 
International Refugee Organization. Since the problem of refugees and 
splaced persons is international in scope and nature the General Assembly 
sidered it advisable to unify in a single international organization all of the 
tions now being performed by so many different agencies. * * * 


Senator Vandenberg’s Senate Joint Resolution 77 was enacted into 
law on July 1, 1947 (Public Law 146, 80th Cong.). With the United 
‘ates as an active partner the International Refugee Organization 
functioned from that date until February 1952. 

During those 54 months, the IRO transported 1,038,750 migrants 
verseas; repatriated 72,834; fed, housed, and helped to clothe a 
tumber which totaled 712,675 on July 1, 1947, and was gradually 
reduced to 25,539 on December 31, 1951. The total number of 
refugees who registered with the IRO for some form of aid was 
1,619,008. The total moneys received from the member govern- 
nents were $406,867 ,295. 
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The worldwide distribution of the million-odd migrants han, 
the International Refugee Organization is shown in the 
table 

Vl 


1,038, 750 Luxembourg 

Me X1CO_. 

Netherlands 

New Zealand 

Northern Rhodesia 

Norway 

Pakistan 

Panama 

Paraguay 

Peru 

Philippines 

Southern Rhodesia 
i can Republie 3 Spain 


( lor Swede 


la 
vpt Swit zerianda 
e 


i Syria 

liopia 243 Tanganyika 

rance a 55 ‘I Inisia 

rench Guiana ; Turkey 

Frene} Morocco ) Union of South Africa 
Germany ; United Kingdom 
Guatemala 342 United States of America 
Hong Kong Uruguay 

Israel! 32, Venezuela 

Italy 235 Miscellaneous 

Kenva 233 Not reported 


| 
| 
I 
| 
| 
| 
I 


This emigration and the other relief measures taken unde 
eased the most immediate pressures caused by the displaced p 
problem in Western Kurope. However, even as the [RO was r 
its peak of migrating refugees, the Congress became aware that 1 
ment of this category of uprooted persons would not, alone, pro 
the necessary answer to the problem. It was felt that the quest 
basi overpopulation would also requir study, and possibly rel 
action 


JUDICIARY COMMITTEE STUDY MISSION 


In 1949, the Committee on the Judiciary appointed a sp 
committee of inquiry to investigate the situation in the several ¢ 
tries of Western Europe. The special subcommittee was compos 
of Representative Francis E. Walter (Pennsylvania) (chairma 
late William T. Byrne (New York), the late Joseph R. Bryson (S 
Carolina), Michael A. Feighan (Ohio), Frank L. Chelf (Kent 
J. Frank Wilson (Texas), Chauncey W. Reed (Illinois), the late F: 
Fellows (Maine), Clifford P. Case (New Jersey), and Kenneth 
Keating (New York). In accordance with section 4 of House Rest 
tion 238 (Sist Cong., Ist sess.), the special subcommittee procur 
advice and assistance of the following staff experts: Walter M 
Besterman, legislative assistant, Committee on the Judiciary; Edy 
J. Shaughnessy, special assistant to the Commissioner, Immigrat 
and Naturalization Service: Lt. Col. Dayton H. Frost, United Stat 
Army, Department of the Army. 

Specific authority for appointment of the special subcommitt 
contained in House Resolution 238, 8lst Congress, agreed to by 
House of Representatives on June 21, 1949. authorizing the Committ 
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n the Judiciary to conduct, within or without the United States, 
sudies, hearings, and investigations pertaining to current immigration 
nd naturalization problems. The action of the Committee on the 
lydiciary in seeking such authorization was enjoined upon it by section 
136 of Public Law 601, 79th Congress, which states: 
To assist the Congress in appraising the administration of the laws and 
yping such amendments or related legislation as it may deem necessary, 
tanding committee of the Senate and the House of Representatives shall 
continuous watchfulress of the execution by the administrative agencies 
1 of any laws, the subject matter of which is within the jurisdiction of 
mittee * * * (Public Law 601, 79th Cong., sec. 136 
The special subcommittee conducted intensive inquiries into the 
ole subject of needed migration from central and southern Europe 
{on its return submitted four comprehensive factual reports to the 
House of Representatives, viz: 
Report No. 1469 (SIist Cong., 2d si ; January 6, 1950, regarding Loss 
d States Citizenship by Voting in Ite I leetions 
No. 1507 (id.), dated Jar 20, 1950, on Displaced Persons in Europ: 
r Resettlement in the | nited states 
No. 1687 (id.), dated February 27, 1950, indexing The Displaced Persor 
tical Bibliography 
No. 1841 (id.), dated March 24, 1950, regarding Expel 
rerman Ethnie Origin 
lhe large number of dispossessed immigrants in Germany following 
end of the war (some 10 million persons) created an economic and 
manitarian problem of the first magnitude for all Western Europe 
e solution of this problem was a prerequisite for creating a peaceful 
nd productive nation in the heart of Europe. The special subcom- 
ttee’s conclusions and recommendations on this point were practical 


n 


led to prompt action. 

{mong the specific recommendations several had immediate results, 
1 in United States legislative response and in an increased effort 
he part of the German Federal Government, the German people, 
the refugees and expellees in Germany to integrate the newcomers 
the German economy. The special subcommittee found that 


is m ‘ k * * 


The major solution of the problem of the German expellees and refugees 
t he in their local assimilation in the German economy Wholehearted ac- 
nee of this inevitable fact by the German governmental authorities, German 
ry, and the refugees themselves is essential to the achievement of integration. 
out such acceptance, and the concomitant acceptance of responsibility for 
tiative and effort toward integration, the entire problem will remain in 
se Although no successful estimate could be made at this time as to the 
merical extent of their assimilation into the German economy and into the 
rman body politic, it may be safely said that with continued foreign voluntary 
sistance, with an improved system of the use of counterpart funds of the ECA, 
‘ticularly for housing purposes and for the restoration of credit institutions for 
business, about 7,000,000 persons could advantageously remain in Western 
rmany. Most of them would be industrial workers, technicians, craftsmen, 
i professionals, giving Western Germany the benefit of their skills, compensating 
1 the wartime losses in the German population and partially restoring the upset 
lance of the middle-age male groups of the native population. 
! The present attitude of the German officials and of the German public 
ion characterizing the problem as an “international one’’ is not only the basic 
lerrent to the solution of the problem, but if continued, will remove the possi- 
ty of international assistance, which, even if available, could not be effective 
the face of a Germen policy which strongly tends to prolong and isolate the 
roblemin Germany. The provision of United States funds toward the alleviation 


H. Rept. 1515, 83-2 





. 
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of this problem could not be justified in default of a maximum Germar 
solve this problem within Germany, 

5. Granted that maximum efforts as envisaged above are made to ji; 
the bulk of the refugees into the German economy, slightly in excess of 
German expellees and refugees should be offered emigration opportunit 
overwhelming majority of this group would be composed of farmers 
there is much less room and employment in Germany than for persons p: 
other skills 

6. There should be established for the sole purpose of resettlement of t} 
German population a temporary international organization composed o 
migrant-receiving countries, dominions, dependencies, and colonies; (2) the | 
States; and (3) the German Federal Government. 

In view of the known attitude of the Soviet-dominated countries and , 
U.S. S. R. to such and similar problems, and in view of the fact that those : 
are members of the United Nations, this new temporary international orga 
should remain entirely outside the framework of the United Netions ar 
wav be connected with its machinery 

This subcommittee recommends that the United States Governme: 
delay, take the initiative in calling a constitutional convention of such orva 
tion. Funds for the defraying of costs of resettlemené and transportat 
approximately 1 million settlers of German ethnic origin, as well as funds « 
administrative expenditures of the new international organization, should | 
marked within the forthcoming appropriation for the continuation of the A 
Aid-to-Europe program, and the new organization should be directed to « 
with such international bodies as may be established for the purpose of 
mentation of the point 4 program for economic aid in the development of 
populated and economically underdeveloped areas of the world. 


Several of the recommendations found their legislative expressior 
in the act of June 16, 1950 (Public Law 555, 81st Cong.), amending 
the Displaced Persons Act of 1948 (Public Law 774, 80th Cong 
consonance with the findings of the special subcommittee (1) to lib- 
eralize some of the provisions of the 1948 act, (2) to increase t| 
number of aliens admissible under the act, and particularly (3 
include a new provision (sec. 16) which stated: 

Sec. 16. Representatives of the Government of the United States are authori 
to participate in a conference between affected nations for the purpose of stud 
and making recommendations providing for a satisfactory solution of the pro! 
of persons of German ethnic origin who were expelled from the countries of t 
residence into Germany and Austria and are presently residing in those countries 
Che appropriation of such sums as may be necessary to carry out this sectior 
hereby authorized. 





This provision led directly to the next step taken by the United 
States in recognizing that international migration was no longer a 
question merely of who or how many persons would be admitted to 
the United States. Instead, that the relationship between surplus 
manpower and overpopulation in Western Europe and elsewhere, and 
the existence of undeveloped areas in the Americas and Africa would 
henceforth be a factor urgently affecting the welfare and security of 
the United States and therefore of major consideration to its foreign 
policies. 

The actualities of the European situation in 1949-50 showed that 
any delay in broadening the scope of the emigration effort from the 
critical area would be dangerous. Consequently, Representative 
Francis E. Walter (Pennsylvania) conceived and sponsored the follow- 
ing amendment to the Economic Cooperation Act (Public Law 535 
81st Cong., sec. 106 (b)): 

* * * The Administrator shall also encourage emigration from participat 
countries having permanent surplus manpower to areas, particularly I 
developed and dependent areas, where such manpower can be effectivel) 
utilized. * * * 
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On May 13, 1951, the Secretary of State of the United States and 
. Foreign Ministers of the United Kingdom and France issued the 
Jlowing statement on this subject: 


the course of their discussions, the Foreign Ministers have recognized that 
» excess of population from which several countries in Western Europe are 
fering, is one of the most important elements in the difficulties and disequilib- 
nof the world, * * * 


The ministers then designated a tripartite committee to examine the 
acts of the situation and to make a report on them. 
Following the adoption of Representative Walter’s amendment to 
Economic Cooperation Act, and the pronouncement of the 
Foreign Ministers, Representative Edna F. Kelly (New York) spon- 
gred a proviso to paragraph (2) of section 101 (a) of the Mutual 
security Act of 1951, which reads: 
Provided, That not to exceed $10 million of the funds made available pursuant 
this paragraph (economic assistance to Europe) may be utilized to effectuate 
principles set forth in section 115 (e) of the Economic Cooperation Act of 
1948, as amended. 
Congressional intent in adopting the Kelly proviso is emphasized by 
e conference report on the 1951 act in these words: 
The committee of conference wishes to make clear its intent that none of the 
made available pursuant to the proviso should be allocated to any inter- 
nal organization which has in its membership any Communist, Communist- 
jominated, or Communist-controlled country, to any subsidiary thereof or to any 
ency created by or stemming from any such organization. It is vital to the 
rity of the United States and to the success of the surplus-manpower-emigra- 
program that no international body with Communist influence receive any 
ted States assistance for the purpose of such program * * * (H. Rept. 1090, 
82d Cong., p. 21). 
In the same conference report, same page, it is stated: 


It is the expectation of the committee of conference that steps will be 
as quickly as possible to get the program moving and that the funds made 
able will be used * * * 
Bs se declarations on the part of the Congress aroused great interest 
ng European countries with potential emigrant manpower, as W ell 
asamong American and other overseas nations needing immigrants. 
[his was emphasized by the fact that the Kelly proviso had originated 
n the Committee on Foreign Affairs and was an integral part of the 
Mutual Security Act which had been designed by both the Senate and 
the House of Representatives to be a major United States contribution 
toward the defense of the free world against further ‘Communist 
encroachment, 

In a further amendment to the Mutual Security Act of 1951 (Public 
law 165, 82d Cong.) a provision sponsored by Representative Charles 
Kersten (Wisconsin) and known as the Kersten amendment ear- 

uarked $100 million— 
for any selected persons who are residing in or escapees from the Soviet Union, 
Poland, Czechoslovakia, Hungary, Rumania, Bulgaria, Albania, Lithuania, 
atvia, and Estonia, or the Communist-dominated or Communist-occupied areas 
f Germany and Austria, or any other countries absorbed by the Soviet Union 
ther to form such persons into elements of the military forces supporting the 
‘orth Atlantic Treaty Organization or for other purposes, when it is determined 
y the President that such assistance will contribute to the defense of the North 
\tlantic area or to the security of the United States * * * (22 U.S. C. 1681). 
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This provision was widened in the Mutual Security Act of 1953 


703) to include assistance for escapees from “any Com 
lominated or Communist-occupied areas of Asia 


THE BRUSSELS CONFERENCE 


[In order to implement the foregoing acts of Congress, the | 
States Government, at the initiative of the Committee on the Jy, 
ciarv, invited the Belgian Government to convene a conferen 
migration at Brussels on November 26, 1951. Out of a tot 
governments invited by the Belgian Government to attend 
ference, 27 governments sent representatives, 19 as full par 
8 as observers. ‘Those fully participating were: Australia, A 
Belgium, Bolivia, Brazil, Canada, Chile, Colombia, France, | 
Federal Republic, Greece, Italy, Luxembourg, Netherlands, 
land, Turkey . United Kingdom, United States, and Ver 
Those attending as observers: Argentina, Denmark, Gi 
Israel, Norway, Paraguay, Peru, and Sweden 


ihe | I ited States congre sional representation consisted ( 
man Francis E. Walter of the Subcommittee on Immigration 
ralization of the Committee on the Judiciar V. tomet he rwith R 
sentatives Chaunce\ \W Reed Illinois), \lichael \ Fejol n (UO) 
Clifford ore Case New Jersey . Krank L, Chelf Kent 
Angier L ( roodwin \lassachuset ts and the Judiciary (‘om! 
Legislative Assistant Walter M. Besterman as staff director 
\lso present at the Conference, to which thev had been u 
ybservers, were representatives of 
The (ol new of Kurope 
The Holy See 
| 


International ¢ ‘onfederation of Christian Trade Unio 


{ 


International Confederation of Free Trade Unions 
International Labor Organization 

International Refugee Organization 

International Social Service 

Organization for European Economic Cooperation 

Office of the United Nations High Commissioner for Ref 

Standing Conference of Voluntary Agencies 

The United Nations 
The Conference opened on November 26, 1951, with present 
by the United States representative, Mr. George L. Warren, o 
detailed plan for establishment of a pros isional Intergovern! 
Committee on Migration to facilitate the movement of 
from Europe. The general discussion following presentation 0 
plan indicated virtually unanimous acceptance of the proposal 
principle. Various questions were raised and answered du 
ensuing 2 weeks of the Conference, but the basic Resolution to Est 
lish a Provisional Intergovernmental Committee for the Mov 
of Migrants from Europe, adopted on December 6, 1951, a 
deviate in any important matter of substance from the 01 
United States proposal. 

The Conference adjourned on December 5, 1951, after adop 
the following resolution: 
Pur GOVERNMENTS adopting this resolutio 
RECOGNIZ} 
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1 ‘Provisional I ernmental Committes r the Move- 
from | 1ro pe 
it the purpose of the Ce mittee will be to make arrangements for t 
f ants, for whom existing facilities are ina iate and who I 
) rwise be moved, from certain European countries havi irplus popu 
» countries Overs which offer opportunities for orderly in igrat ior 
9 stent with the policies of the countries concerned 
at the terms of reference of the Committee will be 
to provide and arrange for land, sea and air transportation, as required; 
to assume responsibility for the charter of such ships operated under 
auspices of the I. R. O. as may be required; 
to co-ordinate a shipping programme utilizing commercial shipping 
ties to the maximum extent possible and the chartered ships transferred 
from the I. R. O. to secure those movements for which commercial facilities 
are inadequate ; 
! 1) to take such actions as may be directly related to these ends, taking 
sccount of such national and international services as are available; 
7 e) to take such other actions as will be necessary and appropriate to 


scharge the foregoing functions 


at among the migrants with whom the Committee will be concerned 
neluded refugees and new refugees for whose migration arrangements may 


ade between the Committee and the governments of the countries affording 
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(5) that membership in the Committee will be open to governm: 
demonstrated interest in the principle of the free movement of persons a 


undertake, subject to approval by the proper governmental authorities 
a financial contribution to the Committee, the amount of which w 
to by the Committee and by the government concerned; 

(6) that the Committee will elect its own officers, establish its R 
cedure, establish such sub-committees as it may decide (ineludir 
governmental sub-committee on the co-ordination of transport), a 


the powers required to carry out its purpose; 
7) that the Committee will agree to a plan of operations, a budget 
expenditure and the terms and conditions under which available fur 
spent, in accordance with the following principles: 
(a) each country of reception will retain control of standards of ; 
and the number of immigrants to be admitted; 
b) only those services will be undertaken by the Committes 
essential to the movement of migrants who could not otherwisi 
c) the Committee will ensure that its administration is conduc 
efficient and economical manner; 
d) any Member Government making a contribution to the opera 
will be able to stipulate the terms and conditions under which that 


tion can be used 
8) that the Committee will appoint a Director responsible to the ( 
(9) that the Committee shall vest the Director with the powers necessar 


carry out the responsibilities entrusted to him by the Committee 
(10) that the Committee will give early consideration to the quest 
relations to be established with international, non-governmental and \ 
organizations conducting activities in the field of migration and refuges 
(11) that the Committee will examine the need for its continuing exis 
beyond a twelve-month period. 


PICMME 


The first session of the Provisional Committee for the Mover 
of Migrants from Europe (PICMME) convened in Brussels 
December 6, 1951. The 15 governments represented are here | 
according to the categories later agreed upon for purposes of alloca 
percentages of contributions: 

Emigration countries —German Federal Republic, Greece, Ita 
Netherlands. 

Immigration countries.—Australia, Brazil, Chile, Bolivia, Canad 

Interested countries—Belgium, Switzerland, France, Luxembourg 
United States. 

Among the delegations present, even before the formal organizat 
of the Conference, there was general agreement in view of Unit 
States interest and initiative in the creation of the Provisional Con- 
mittee that the Director should be an American. Howeve! 
United States delegation was not in a position to make a speci! 
nomination for this post at Brussels. In consequence, the Committ 
decided to vest in Franz Leemans, representative of Belgium a 
Chairman of the Committee, and George L. Warren, a United States 
representative, the powers and duties of the Director temporai 
until the second session of the Committee when it was expected that 
a nomination would be made. This was done on the understanding 
that Mr. Leemans and Mr. Warren would immediately desig! 
Pierre Jacobsen, formerly Deputy Director of IRO, provisionally 8s 
Deputy Director of the Provisional Committee in order that app! 
priate effective action could be taken between the first and seco! 
sessions of the Committee in establishing the headquarters of tl 
Committee at Geneva, organizing staff, and in assuming responsibilit) 
for the Committee for the takeover of IRO ships as they were released 
individually upon the completion of their last trips under the [RU 
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r January 1952. This would insure continuing operation of 
ships without a gap in service. 

The Committee in its final public session on the afternoon of 
December 8, 1951, formally adopted a series of resolutions imple- 
menting the decision to establish the Committee. The important 
actions taken were the adoption of the budget in the total sum of 
36,954,000; the plan of expenditure for 1 year of operations of 
$33,954,000, including authority to the Director to incur obligations 
and make expenditures under the plan; the scale of contributions; 
financial regulations; rules of procedure; a statement defining the 
powers and duties of the Director; and a resolution vesting the duties 
and powers of the Director in the persons of Mr. Leemans and Mr. 
Warren. 

In June 1952, at its third session held in Washington, D. C. (the 
second session was held in Geneva in February 1952) the Committee 
elected as its Director the Honorable Hugh S. Gibson, former United 
States Ambassador. Continued United States participation in the 
operations undertaken by PICMME was authorized by section 534 
of Public Law 400, 82d Congress (Mutual Security Act of 1952) which 
reads as follows: 

Sec. 534. In order to encourage further the movement of migrants from Euro- 

n countries having surplus population, there is hereby authorized to be appro- 

ited to the President $9,240,500 for use in making contributions for the calendar 

1953 to the Provisional Intergovernmental Committee for the Movement of 

grants from Europe established at Brussels, Belgium, on December 5, 1951. 

In its first year of operation PICMME moved from Europe 77,664 
migrants, in its second year of operation (calendar year 1953) the 
Committee, operating under its new name—Inte ‘rgove ‘rmmental Com- 
mittee for European Migration (ICEM)—moved 87,501 migrants, and 

the first quarter of 1954 (January through April) 38,448 persons 
vere moved from Europe to various areas of resettlement. 

lt is worth noting that during the first year of operations of 
PICMME, from February 1 to December 3i, 1952, of the 77,664 

grants moved 38,125 came to the United States, or just under 50 
nereent. However, in 1953, of a total of 87,501 migrants moved, 
only 6,365 came to the United States (somewhat in excess of 7 percent). 
During the first quarter of 1954, of 38,448 persons moved, 2,095 came 
to the United States, or just over 5.5 percent. 

The table printed below illustrates cumulative figures covering most 
of the operations of the Intergovernmental Committee for European 
Migration from January 1 to December 31, 1953: 
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ICEM ACTIVITIES 


The process of migration may be divided into three phases: P, 
embarkation activities, transport or movement, and _ postar 
activities. The Committee carries out, or assists governments 
carrying out, the operations in these three phases to varying deo 
in accordance with the requirements and requests of the gove: 
concerned. The various steps in the migration process are sy. 
marized below. It should be pointed out that they do not alwa 
follow in exactly the same order; there are minor differences in ac 
ance with particular schemes or the wishes of particular governm 
operating them. The first step is, of course, agreement between 
emigration country and the immigration country on the terms of ¢! 
scheme itself, and the criteria which the immigration country 
going to apply in selecting migrants. The final decision on 
or not a migrant is acceptable rests always with the represe: 
of the immigration country. The Committee is frequently) 
upon to assist in the negotiation of these arrangements. 

The following were outlined to study mission of the House ( 
mittee on Foreign Affairs: 


(a) Preembarkation acti es 

i) Application.—Persons interested in migration, and having 
particular scheme through radio or press publicity, through planned 
programs for prospective migrants, or by some other means, apply or re 
selection under the scheme 

ii) Preselection he applicants are called forward for preselection 
which normally comprises the following 

Completion of registration form and submission of the various ci 
required; i. e., birth and/or marriage certificates, good-conduct certifica 
local poice authorities; 

Review of qualifications of applicant to see whether he and his family 
to be accepted under the scheme with regard to age, family compositi: 
qualifications, and background. Skill testing is carried out for some cat 
migrants 

For some special schemes, a prepared course of vocational training is 
by the applicant to refresh him in his skill or qualify him for a trade 

(iii) Medical examination.—A full medical examination, including X 
blood tests, is carried out before the applicants are presented to a selec 
of the immigration country concerned. This medical examination is fr 
carried out at the time of the preselection interview 

iv) Selection Those applicants who are considered, at the pres¢ lect 
as likely to be within the selection criteria of the immigration missio1 
forward to an emigration or processing center, where they are pres 
the officials of the immigration country. The process is a 

v) Trade selection lhe applicant is interviewed by a trade-select 
who may be able to decide, on the basis of the interview and documents 
whether or not the applicant has the trade qualifications required. If 1 
ask the applicant to be given a trade test. 

(vi) Security clearance Security clearance by the immigratio 
normally takes place at, or may have been initiated by, this stage 
imstances processing continues, subject to security clearance. 

vii) Medical selection [he applicant is seen by a medical offi 
immigration mission, who reviews the results of the preselection medica 
tion, and who may carry out an additional physical examination himself 
ask for some of the previous tests to be repeated. 

(viii) Consular selection—The applicant is interviewed by a consular 
who finally decides whether he is acceptable to the immigration countr 
(ix) Passport application.—After the applicant has been accepted, 
sionally accepted subject to security clearance, he normally submits an ap} 
to his government fcr the granting of a passport. Certain good-condu 
cates are normally required and other clearances carried out before a pas 

issued 


selection to 
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_ 


Language training.—In certain circumstances, the period between selection 
mi arkation, which might be 2 months or longer, is used to give the prospec- 
igrant language training or orientation. 
V ove ment 
n ocean transport is ready, the applicant is called forward to an embarka- 
nter at the port, or to an emigration center where he joins other migrants and 
ved by rail to the port of embarkation. Ocean passage, by ship or aircraft, 
lows. Certain services are provided for him on board ship; these services 
nelude medical care, welfare, religious care, language training, and orienta- 


») 


Postarrival activities 
Reception.—The migrant is normally received into a hostel where he is given 
ard and lodging for a certain period prior to being placed in employment. 
e period of stay in the reception hostel varies in length according to the regula- 
‘or policies of the immigration countries, and is sometimes used for additional 
iage training and orientation. In certain circumstances, the reception center 
have the character of a training school where the migrant may remain for 
months to learn the methods of his trade in the new country Normally 
s system is only applied to agricultural immigrants. 
Placement in employment Normally the migrant is assisted by some offi- 
body of the immigration country to findemployment. There are, on occasion, 
fare services to help him find accommodation also 


EXAMPLES CITED BY ICEM OF PARTICIPATION IN THE MIGRATION PROCESS 


r~eembarkation activities 


Greece and Trieste-—In Greece, and in the Free Territory of Trieste, the 
gration Committee is responsible for all the necessary activities up to the 
he migrant is embarked (except, of course, the actual selection of the 
grant, which remains the sole responsibility of the immigration government 
s responsibility was assumed by the Committee at the request of the govern- 
s coneerned, and is covered by agreements with them; the Committee receives 


greed per capita fee from the governments concerned, per migrant moved, 
er the expenses involved. 
/taly.—In Italy, although preselection activities have been the responsibility 
various governmental departments, the Committee has in the past assisted 
time to time; the preselection project referred to above is an example. 
er example is the processing of the dependents of Italian workers who wish 
their heads of families in Argentina. ‘The Committee has provided staff 
sist with the documentation and processing of these families in order to 
te their movement. The Committee also provides assistance in Italy to 
irazilian immigration mission operating from Milan—an expert in trade 
on has been assigned to the mission on a consultative basis 
scussions are now being held with the Italian authorities to extend the seope 
Committee’s assistance in the whole field of preselection and selection 
se talks may well result in a substantial responsibility being undertaken by 
Committee, in cooperation with the Italian Ministry of Labor, in the process- 
g, documentation, preselection, call-forward, and inland-movement procedures. 
Germany and Austria.—In Germany and Austria, the governmental and 

il authorities concerned are also responsible for the preembarkation activities. 

Committee’s staff in these countries were originally placed there for liaison 
es in order that there should be an efficient link between the authorities 

g migrants for movement and the Committee’s headquarters, which has 

ge the necessary ocean transport. However, in practice, the Committee’s 
assist the local administrations in processing applicants, eall-forward, and 
imentation arrangements, development of selection procedures, ete., and 
suring that the shipping schedules are in fact fulfilled. 

The main embarkation center in northern Europe is the Bremen center, which 
erated jointly by the Committee and the Land Bremen authoritie TI 
mittee is responsible for all the actual work of enbarkation, whi 

rman authorities are responsible for the housekeeping and maintenance side 


e center 


t 
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V ovement 
‘ommittee’s major task in this field is to arrange moveme 
g charters wit independent migrant-carr 
oking space on commercial ships. Rail movement to tl 
normally the responsibility of the emigration governme: 
occasion the Committee plays a coordinating role when, for \ 
igrants have to be moved from Germany and Austria do 
group of Italian migrants embarking from an Italian port 
In Genoa and Naples, the Committee maintains embarka 
authorities in connection with shipping arrangements f 
riginating from Italy, and those ir transit from other « 
mittee normally provides an escort officer for 4arge partie 
are traveling by commercial liner. When the Committees 
pace on a given vessel, medical escort staff is also pro 
of the journey warrants it, language training and 
are also provided At present, vessels carrying Germa 
stralia, and Greek migrants to Brazil, are provided wi 


tinue instruction in English and Portuguese, respectiv 


re 
P 


ret 
ae 


vided after disembarkation are normally the responsibi 
government Hoy ever, the Committee a sisted the Bra 
a Placement Board, and cooperates in runni 
reached agreet with the Governme 
‘aining school ‘re heads of families will stay f 
ral methods u in Argentina They will ther 
r colonization, or in agricultural employment lt 
ommittee is dev ing placement arrangements 
ities and other interested groups \ project for 
is under study in Chile 
Canada, reception and placement is handled by the governmental au 
1 \ustralia, the Committee assists the governmental au 
necessary operational liaison in the disembarkation procedures 
Deve opment of imm gration opport nities 


Perhay Ss the ajor function of the Committee representatives 
s the initiation of activities to create and expand immigratior 
tunities Positive action in this field includes provision of information 
horities on potential migrant availabilities; public informatio 
ing the interest of industries and public and private agricultural interest 
ing the interest of voluntary agencies; ete. By this sort of action—s} 
value of immigration, the availabijity of immigrants, and how to select 
them—the absorption potential is expanded and movements are increas 


countrie l 


mental aut 


VOLUNTARY AGENCIES COOPERATION 


(a) The voluntary agencies cooperating with the Migration Committe: 
The Migration Committee has formal agreements for assistar 
migration”’ with 12 internationally operating voluntary agenci 
the leaders and largest in the field of overseas resettlement, are ch 
tions As listed below, 2 are Protestant, 2 Catholic, and 2 Jewish. 
Wet World Council of Churches 
LW! Lutheran World Federation 
ICM‘ International Catholic Migration Commission 
NCW National Catholic Welfare Conference 
AJ D« American Joint Distribution Committee 
HIAS—Hebrew Immigrant Aid Society 
The remaining six, smaller organizations but long active in nonrelig 
tion work, represent intercountry mutual-aid activities, certain eth 
international trade unions. 
ISS—International Social Service 
SAE—Swiss Aid to Kurope 
IR¢ International Rescue Committes 
TF—Tolstoy Foundatior 
UUAR United Ukrainian American Relief Committee 
sa KOI—Entraide Ouvriére Internationale (International Labor 
rhese 12 agencies are interested primarily in refugee and escapee a 
resettlement but, with ICEM aid, can and do assist in the resettlement 
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nationals. All, either working separately or jointly, through their offices or 
anized national counterparts and correspondents, are able to assume the 
-t-to-finish responsibilities of individual migration, i. e., securing entry visas, 
migrants in Europe, moving these migrants to the receiving country, 
9g them in jobs and homes in the new country 
12 agencies, I¢ ‘EM stated, do not represent all of the voluntary societies 
ted and productively active in at least some place of the work of migration. 
ere are many other highly efficient and recognized agencies whose voluntary 
ors contribute to successful resettlement in one or more of its aspects. How- 
er. experience indicates that these 12 are the ones which can conform to the 
ttee’s criteria with respect to financial adequacy, organizational efficiency, 
enev, reliability, leadership, and experience in overseas resettlement 
sete : I 

of these agencies are accredited by the State Department Advisory Com- 
mn Voluntary Foreign Aid in accordance with the published report of the 
tarv Foreign Aid Division of the FOA dated December 31, 1952 rhe 
ng three—ICMC, SAE, and EOI—are international agencies with head- 
in Geneva, Bern, and Brussels, respectively, and are hence not shown on 
Department accreditation list. However, each is fully recognized by 

ernments of the countries in which it operates, according to ICEM 


the Vigrati m Committee works with these voluntary a yencies in ind 


tration 


n 1952, simultaneously with the commencement of the Migration Com- 
e's activities, it was decided to enlist the aid of the 12 voluntary agence 
ned above \ survey of the way in which these agencies gave 
migrants disclosed the fact that most of them operated on the self-help 
requiring Migrants to prepay to the maximum extent possible, and that 
f them had established revolving-fund loan schemes which enabled tl 
borrow the cost of his documentation, passage, reception, inland 
, and other related resettlement costs and repay these loans over a peri 
taking into consideration the financial circumstances of the migrants 
a study of the Wav In which the Committee could best st 
e the expansion of the agencies’ activities, it was decided 


these agenev revolving funds which could be made in direct relat 


loan movements, the size of the loan and estimated losses in recoveries. 
ents with each of the 12 agencies were then worked out which, during 1952, 
led that for each person moved who required and received an ocean-passage 
he Committee would grant $100 which would be added to the agencies’ 
ing funds. In addition to this, flat amounts estimated to be reasonable for 
tential of each agency’s movements during the year were granted to help 
the agency’s operational services to migrants before departure. 
the latter part of 1952 it was discovered that, while these grants were helpful 
tended the agencies’ working capital, the high ocean-passage costs for the 
ent of migrants to Australia and other long-distance areas prohibited the 
es from expanding their potential 
vised agreements were thereupon drawn up, and during 1953 the following 
ila was followed: 
The agencies agreed to utilize the Committee shipping and pay the Com- 
ttee fixed standard fares from each European port to the port of destination. 
lhe Committee agreed to consider these loan cases for agency revolving 
nd and operational service grants of $100 and $20 per person, respectively 
revised for last half of 1953 to $110 and $20, and in 1954 will probably be 
$100 and $20, respectively 
The Committee agreed that if the loans reported by the agencies are found 
be acceptable in accordance with Committee records of movements and 
roduce in total an average per capita loan approximately double the amount 
the proposed Committee grant, the assistance grants as set forth above 
ll be made for each migrant reported. 
ormula has enabled the agencies to expand their activities to nationals 
as refugees. Uowever, as the agencies’ percentages of maximum recoveries 
average more than 70 percent for North America, 50 percent for Australia, 
} percent for Latin America and as the time for these very percentages 
sa minimum period of from 3 to 5 years, depending u the standard of 


g attainable in the respective countries of resettlement 
needs constant re plenis! ing in addition to collections. an 


pporting without deficit funding, the study mission was 
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The Migration Committee plans to continue application of the present 
of grants to agencies’ revolving funds until it is apparent that revision is 
However, the amount of the grant will be progressively decreased, start 
reduction to $100 in 1954 


(c) Why the Migration Committee utilizes voluntary agency assistance 
migration 

The organization of the Migration Committee does not economically 
to establish the processing, placement, and reception facilities necessary 
the movement of individual persons or families, and the mass-movement 
and placement machinery of sending and receiving countries cannot a 
cope with these movements 

There has been and will continue to be a significant number of r 
migrants who can only be found, place 1, and resettled by individual! 
machinery and these 12 voluntary agencies have the organization to do t 
for refugees and were already doing it to the extent their limited resources 

These 12 agencies singly and collectively represent humanitarian a 
influential segments of the population of the several countries in whic} 
their counterpart organizations operate and are thereby in a position 
couragement and backing to the type of controlled migration desired 
governments of these countries, most of whom are members of the M 
Committee 

Due to this worldwide network of churches and affiliated national counter 
each of which can and does provide a large number of voluntary worker 
ments, selections, processing, reception, collections, and all other stages 
dividual resettlement on a start-to-finish basis are better accomplished b 
voluntary agencies than they could be by the Committee alone or with t 
ance of its member governments. 

On a per capita basis, these voluntary agency individual movements 
less financial expenditure by the Migration Committee than mass mo 
The total cost of the revolving fund and operational services grants is cons 
less than the Committee’s per capita outlay on most mass movements 

Because these agencies do apply revolving-fund loan schemes whic! 
could successfully do on a worldwide basis, there is an assured return to 
through collections for the movement of a further number of migrants vy 
additional cost 

Through the “grassroots” contacts of their affiliated counterpart chur 
labor organizations, and ethnic groups, new immigration placement opport 
and available reliable firm sponsorships are brought to the attention 
voluntary agencies. The highly responsible individual assurances of 
ing, and indefinite care thereby developed by these voluntary agencies 
desires of receiving country governments. 


ICEM COSTS 


The expenditures of the Migration Committee for the years 1952 
(February 1 to December 31), 1953, and the estimate for 1954 
together with the United States contribution for each year and 
number of migrants transported, show the gradual decline in 
percentage of the overall costs borne by the United States: 


Total Administra- | 
budget | tive budget 


77, 664 $19, 285,134 | $2,064,173 $17, 220, 961 
87. 501 24, 545, 002 2, 136, 188 24, 408, 814 
117, 600 36, 416, 674 2, 401, 862 34, 014, 812 


ally paid on the basis of an estimated total movement of 85,490 which was 2,011 less t! 


2 Estimated 
3? Appropriated 
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In re gard to the United States contribution, it is worth noting that 

EM is the only international organization to which the United 

tes contributes solely on the basis of accomplishment, and not on 

wverall appropriation. There is still owing to ICEM from the 

ted States for the calendar year 1953 the sum of $127,869 for 
ants actually transported. 

fy categories of expense included in the operational budget are 

Transportation, All expenses directly related to air and sea 
nsport. 

» Services.—(a) Government services are included to give credit 
preembarkation activities of the emigration governments at $55 
capita and for postarrival activities of immigration countries at 
pel capita where government services are civen 

Committee services include: Preselection and processing serv- 

5 performed by the committee; information; language and voca- 
al training; placement services. These services are done either on 
mbursable basis or in conjunction with governmental activities. 
Voluntary agencies.—Grants are made to the agencies for 
of the expenses in the movement of migrants whose resettlement 
been arranged by the agencies. 

[RO trust fund.—Part of the residual assets of the International 
cee Organization was given to the Migration Committee as a 
st fund to be used to transport certain refugees from the Far and 

r East. 

Trieste trust fund.—A special fund arranged for by the United 

s, the United Kingdom, and France to help resettle certain 
lt refugee cases. 


MIGRATION COMMITTEE PROSPECTS IN 1954 


the progressive development of its program and improved 
itum of movements in the latter half of 1953 the member 


ments of the Migration Committee adopted at Venice, Italy 
tober 1953 the following plan of operations for 1954 envisaging 


| movement of 117,600. There is every reason to believe that 


lowing targets, which are more modest than those for 1952 or 
should be achieved without difficulty 


Est mated proqgrar te the liendar yea 195 


Immigration countries 
4 000 Argentina 25, 000 
700 Australia 20, 000 
, 200 Brazil 5. 000 
100 Canada 5, 060 
_ 300 Chile 3. 000 
, 400 United States 30, 000 
, 400 Venezuela 5, 200 
, 650 Others , 400 
550 
Total , 600 
, 600 
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EXPLANATORY NOTES ON 1954 MIGRATION (AS SUBMITTED 
Argentina (target: 25,000 
Movements to Argentina will consist mainly of Italian d 


and the figure of 25,000 should be met from the number of cas 


unaer pro ess, 


A istra a target: 20000 


For its fiscal vear 1953-54 the Australian Government has ap) 
quotas for the various emigration areas under which seler 
taking place, and they have indicated that larger quotas 
introduced for their fiscal year 1954-55 which would cover 
movements in the latter half of the calendar vear 1954. 

Brazil (target: 15,000 

A diversity of schemes for Brazil were placed in operation i 
part of 1953 and should bear fruit in 1954 as they have alrea 
vided fer substantial movements 
(ana la ta get: 15.000 

The target for Canada in 1954 is modest m relation to the mo 
in 1953, but information was received from the Governm: 
additional commercial shipping would be available for th 
program. It is possible, however, that there may be a larger re 
ment for the Migration Committee’s assistance in shipping ai 
estimate might be ext eeded., 

Ch le larget: 5 UUU 

Following the reorganization of its immigration services the ( 
Government anticipates that it will introduce a number of impo 
schemes in 1954. 

United States (target: 30,000) 


The enactment of the Refugee Relief Act of 1953 was o 
significance to the Migration Committee and in 1954 should be 
part of its 1954 program. It may be difficult to predict 
volume of movements under this act in 1954 but its imple ment 


is now progressing 


V enecuela target: 5.200 

From the progress made in 1953 on existing schemes it is | 
that their continuation should mean the attainment of the pro 
anticipated for Venezuela. 


Others (target: 4.400 


Movements under existing programs for Israel and Paraguay 


expected to show modest improvement in 1954. The Government 


of Colombia and Uruguay, both recent members of the Intergov: 


mental Committee, are now presenting plans for agricultural 
individual immigration schemes. 


EMIGRATION COUNTRIES 


It should be noted that the 1954 program of the Migration ‘ 
mittee should achieve a better balance in the distribution of migrat 
opportunities among the various emigration countries. Fot 
time it should be possible to effect substantial movements 





et Geet aed ee, ee ed 
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Greece and Italy, meeting their needs for larger emigration. The 

-ealization of the programs envisaged for Trieste and the Far East 

eofjoees) should be a definite contribution to the solution of the 
ee problem in these areas. 


1 SESSION OF THE INTERGOVERNMENTAL COMMITTEE FOR EUROPEAN 
MIGRATION 


lhe congressional representation at the Sixth Session of the ICEM, 
lin ans e, Italy, from October 12 to 22, 1953, consisted of Senator 
Watkins (Utah), and Representative Chauncey W. Reed 

llinois), Ruth een. (Michigan), Edgar A. Jonas (Illinois), 
Francis E. Walter (Pennsylvania), and J. Frank Wilson (Texas). 
Legislative Assistant Walter M. Besterman and Law Revision Counsel 
Charles J. Zinn were staff advisers. Mr. W. Hallam Tuck was chief 
of the United States delegation and Mr. George L. Warren as adviser. 

The congressional group was convinced that the basic concepts 
ipon which the Committee is organized are sound, that there are good 
prospects that the Committee will increase the movement of migrants 
out of Europe, and that the method of financing is practical, though 
subject to improvement. Certain observations appear to be justified, 
however, with a view to making the Committee a more effective 
international instrument through which the United States policy of 
facilitating migration from Europe can be achieved. 

It is recognized that the total movement under the Committee’s 
auspices will depend to a degree on factors beyond the control of the 
Committee; namely, the willingness of governments to receive sub- 
stantial numbers of migrants from Europe and the continuing need 
for special shipping facilities beyond normal passenger services be- 
tween the important ports of embarkation and debarkation. There 
are at present no regular adequate passenger serv ices on many ocean 
routes required by migrants such as from North European to Latin 
American ports. Even on the North Atlantic routes present com- 
mercial passenger services are inadequate to move all the traffic at 
the time it is offered. 

Nonetheless the question arises whether the minimum adminis- 
trative costs, $2,401,862 in 1954, involved in the international effort 
to increase the volume of movement out of Europe can be justified 
by the movement annually of less than 100,000 people. Present 
evidence indicates, however, that this volume can be increased in 
succeeding years without an increase in administrative costs, and so 
this international effort would certainly be justified because those 
who move at present constitute the seed migration for the future. 
In this connection the increase in the monthly movement in the latter 
part of 1953 and the first quarter of 1954 is interesting: 


1953 
January , : 659| September. 7 
February... __ ee te _ 5,394) October 
MONS Soko Fs. : on at 48 | November 
| aoe : 4, 596| December 
OP ssinxies 234 
June... ... , , 835 | 1954 
July _- : , 915} 
August _ 9, 953| January through Mareh_ 
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The Committee has budgeted a movement of 117,600 
calendar vear 1954 This estimate was considered conservat 
the light of the known prospects in the coming vear. 

In this connection the congressional group Was interested to lear 
that the Migration Committee contributes on a 50-50 basis to 
revolving fund administered by the several voluntary agencies out 
which the passage of individual migrants is financed on a loan basis 
It is felt that the principle of having the migrant repay mone 
vanced for his passage is sound and that this method of facilit 
movement should be applied on a broader scale, provided ad 
safeguards in supervision and accounting are established. Thy 
for development and improvement in this aspect of the Committ 
work is indicated 

Some misgivings were expressed by members of the congressio) 
group with respect to the size of the staff presently maintain 
planned by the Committee. The impression was given that 
administration had not vet properly related the size of its staff to 
volume of movement progressive] achieved. While there is 
merit in the administration’s claim that certain minimum adn 
trative services are involved that bear no close relationship 
volume of movement achieved and that the staff presently engag 
devoting its energies to the development of larger movement 


Via 


future, nonetheless it appeared significant to the congressional 
that an administrative expenditure originally planned in the bud 
for 1953 to move 120,000 persons had actually been spent on the mi 
ment of 87,501 in 1953. Similarly, the administration claim: 
presenting the budget for 1954 that the same administrative expe! 
ture originally proposed for the movement of 132,000 in 1954 woul 
required for the reduced quota of movement finally adopted 
Committee of 117,600. This contention of the administration d 
prove convincing to the congressional members and to the full ¢ 
mittee, and the amount of administrative expenditure for 1954 
subs quently reduced to $2,401,862 for 1954. In line with th 
tion, the congressional group was convinced that the Migration ¢ 
mittee should give closer attention in the future to its adminis 
expendit ire in order to insure that the overhead costs of 
migrants and of providing services which will increase the vi 

: movements be kept at the lowest possible level 


ICEM CONSTITUTION 


‘The most important achievement of the Sixth Session of the ICE 
appears to be the adoption of the Committee’s constitution draf 
by a subcommittee headed by the chairman of the Committee ot 
Judiciary. His report to the plenary session is printed below 


Reporr BY THE HonoRABLE CHauncey W. Reep (UNrtrEp States D1 
ON THE Drarr ConstTITUTION AS SUBMITTED TO THE FuLL Commi 
OcTOBER 18, 1953, IN VENICE, Iraty, ICE M—Srxtru Session 


Tn + oe tre ‘ 
Mr. Chairman, it is a privilege and a pleasure to recommend to this Cor 


approval of the Draft Constitution as contained in document MC/2 
f hich I unde rstand is now be fore vou 
} Your Subcommittee on Constitution, which saw fit to confer upon me tl 


aoe 


onor to presi le over their deliberations, has unanimously voted to report t 
what seems to be a rather well-knit set of organic principles designed to gove! 
activities of the Intergovernmental Committee for European Migrat 


future 
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, he report, MC/48, submitted by our eminent friend, Dr. von Trutzschler of 
’ explains in detail the action that has been taken on the several amend 
suggestions Which were before the Subcommittee on Constitutior . but 
t advisable to stress at this time that all of the amendments and sugges 
separately pre sented to the Subcommittee explained and fully lis- 
r to being resolved by a vote 
tatives of the governments whicl t electe t the Subecor 
t} ‘ re accorded opportunities to be heard the representatives of the 
eramental and nongovernmental « ons accredited as observers 
ssion of the Committee 
SIS < ommittee on Constitutior appreciates sincerely their cooperation and 
and I am satisfied that we have before us a ‘‘eovenant op iV arrived 
is ) Mir. Chairman, there is no text and part arly ) gal text 
not stand improvement And a lawyer’s hand is alwa y 
adment. 
| believe it mv duty to assure the me ers of ( ee. aft 
ru and 1 er searching analysis i ira 1 
appears to be free of flaws 
and experience can show whethe l so i 
( rman, What in my opiniot important now, is not t onder und 
r another paragraph of the Draft Constitution 
e that the important matter is to expedite the const al processt 
ber States in order to insure e ea co! I s 4 s 
e to recommend ich exped US snail itil i ) proce 
se I believe ait it imprope and Npolr e al ‘ ‘ o base 
s ; of the Intergovernmental Committee for European Migration o1 
Resolution, however proud I may be to have been one of its coauthor 
ument that we produced 2 vears ago is but a d tration of good 
be supplanted bv a real charter uy vhich the organs of this C« 
a effectively pian for the future and ex] ) t! YOSSI! ties of firt g Up 
lations 
ne, am satisfied that efore us such a chartet I 1, ladies 
men of this Committ \ i prepared to take on \ 
Vv capacity as the cl ol e Committe Judi vertl 
f Representatives, lend DI nsure tha ( sary | . 
be taken without delay Upon consultation wit he President of the 
States and with the Secretary of State, I would rt besita to rec 
v colleagues in the House and in the Senate that t Constitut 
ated bv reference into a Federa atute enabling the | ted State 
ess provisional form of membership e Intergovet tal Co 
pean Migration 
Chairman, | feel that I would be re 3s I failed to ta 1dvantage of this 
tv to acknowledge the friendly spirit i cooperatio anifested by ea 
nember of the Subcommittee \ ch faciuitated ta and withe 
could not have arrived at a unanimous agre¢ 
CONSTITUTION 
As adopted on October Q 1953 


PREAMBLE 


+] GOVERNMENTS MEMBERS OF THE INTERGOVERNME? CoMMITT! I 
, EAN MIGRATION 
IRMING 
principles embodied in the Resolution adopted on 5 December 1951 by 
Migration Conference in Brussels and annexed hereto 
COGNIZING 
it the furnishing of special mi; 
use the volume of European en 





ration services is ofte: é led in order to 





ym and to ensure the smooth accom- 





ment of migratory movements and, in particular, the settlement of the 
rants under the most favourable conditions for their quick integration into 
economic and social life of their countries of adoption 
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e 


that international financing of European emigration would not only ¢ 
to solving the problem of population in Europe, but may also stimulat: 
tion of new economic opportunities in countries lacking manpower; 

that the movement of migrants should as far as possible be effect 
normal shipping and air transport services but that, from time to tim 
evidence of a need for additional transport facilities; 

that there is need to promote the co-operation of Governments and int 
organizations with a view to the emigration of persons who desire to en 
overseas countries where they may achieve self-dependence throu 
employment and live with their families in dignity and self-respect, do 
part to contrib te to peace and order in the world; 

Do HEREBY ESTABLISH 

the INTERGOVERNMENTAL COMMITTEE FOR EUROPEAN MIGRATION 
called the Committee) as a non-permanent organization and 

AccEepT THIS CONSTITUTION. 


CHAPTER I PURPOSE AND FUNCTIONS 
Article 1 


1. The purpose and functions of the Committee shall be: 

a) to make arrangements for the transport of migrants, for whor 
facilities are inadequate and who could not otherwise be moved, fro: 
pean countries having surplus population to countries overseas wh 
opportunities for orderly immigration ; 

(b) to promote the increase of the volume of migration from Europ 
providing, at the request of and in agreement with the Governments 
cerned, services in the processing, reception, first placement and settlement 
migrants which other international organizations are not in a positio! 
supply, and such other assistance to this purpose as is in accord wit 
aims of the Committee. 

2. The Committee shall recognize the fact that control of standards of ad: 
sion and the number of immigrants to be admitted are matters within the don 
jurisdiction of States, and, in carrying out its functions, shall conform to the 
regulations, and policies of the emigration and immigration countries concert 

3. The Committee shall be concerned with the migration of refugees for 
arrangements may be made between the Committee and the Governments 
countries concerned, including those undertaking to receive them. 


CHAPTER II—MEMBERSHIP 
Article 2 


The Members of the Committee shall be: 

(a) the Governments being Members of the Intergovernmental Con 
for European Migration which have accepted this Constitution accord 
Article 33, or to which the terms of Article 34 apply; 

(b) other Governments with a demonstrated interest in the pri 
the free movement of persons which undertake to make a financial contr 
tion at least to the administrative requirements of the Committe 
amount of which will be agreed to by the Council and by the Govern 
concerned, subject to a two-thirds majority vote of the Council and 
acceptance by the Government of this Constitution. 


Article 3 


Any Member may give notice of withdrawal from the Committee eff 
the end of a financial year. Such notice must be in writing and must rea 
Director of the Committee at least four months before the end of the fina 
year. The financial obligations to the Committee of a Member which 
notice of withdrawal shall include the entire financial year in which the 
given. 

Article 4 


Any Member may be disqualified from membership by a two-thirds 
vote of the Council, if it fails to meet its financial obligations to the Com: 
two consecutive financial years or if it persistently violates the principles 
in this Constitution. 
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CHAPTER III ORGANS 
Article 5 


established as the organs of the Committee: 
e Council; 
he Executive Committee; 

Administration. 


CHAPTER IV—COUNCIL 
Article 6 


ions of the Council, in addition to those mentioned in other provisions 
nstitution, shall be: 

to determine the policies of the Committee; 

to review the reports and to approve and direct the activities of the 
itive Committee; 

to review the reports and to approve and direct the activities of the 
tor; 

to review and approve the budget, the plan of expenditure and the 
ints of the Committee; 

o take any other appropriate action to further the purpose of the 
ittee. 


Article 7 
Council shall be composed of representatives of the Member Govern- 
Member Government shall have one representative and such alternates 
lvisers as it may deem necessary 


\fember Government shall have one vote in the Councl 


Article 8 


fhe Council shall normally meet twice a year, at such times as shall be 


termined by it, unless two-thirds of its Members decide that only one session is 


in any given year. 
Council shall meet in special session at the request of: 
i) one-third of its Members; 
the Executive Committee; 
the Director, in urgent circumstances. 
Council shall elect a Chairman and other officers at the beginning of 


Article 9 


Council may set up such Sub-Committees as may be required for the 
lischarge of its functions. 
Article 10 


Council shall adopt its own rules of procedure. 
CHAPTER V—EXECUTIVE COMMITTEE 


Article 11 


¢ 


functions of the Executive Committee shall be: 
’) to prepare the sessions of the Council, by studying the annual reports 
f the Director and all special reports; 

b) to study all financial and budgetary questions falling w'thin the com- 
petence of the Council, and to transmit its recommendations thereon to the 
Council; 

¢) to study any specific questions referred to it by the Council, and to 
transmit its reeommendations thereon to the Council; 

d) to advise the Director on any matters which he may refer to it; 

e) to consider anv matter specifically referred to it by the Council, and to 
take such action as may be deemed necessary thereon; 

f) to make, in exceptional circumstances between sessions of the Council, 
any emergency decisions on matters falling within the competence of the 
Council, which shall be reviewed by that body at its next following session. 
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Article 12 . 
The Executive Committee shall be composed of the repress 


\Mlember Governments 
9 These Member Governments shall be elected by the Council 




















and shall be eligible for re-election 
8 Each Member of the Executive Committee shall have one 
ind such alternates and advisers as it may deem necessary. 
‘3 Member of the Executive Committee shall have one 
Article 13 
l ] cutive Co tee shall meet ( ilarly before uC 
( | 
2. A special se on of e Exec imittee may be called a Z 
( of the Director after co yn with the Chairma 
f a maioritv of the Members of the utive Committe 
§ The l 1 e Committee shall elect a ¢ all yn and a \ { 
) er ra one ear term 
Arti 14 
I | e ( ‘ sha 1do1 its oO rules of pr ec 
i I ADMIN \ ) 
Article 15 
Administratio sha ‘omprise a Director 2 Deputy Dir 
4 is { ) Ai na l ter 11 ( 
Art ( b 
1. The Director and the Deputy Director shall be app ed 
jority vote of the Council and shall serve under contracts appr 
Cou |, which shall be signed on behalf of the Committee by the Cha 
( ] 
2 Che Dire ‘tor shall he re sponsible to the ( ouncil and the | 
tte He shall discharge the administrative and executive { 
Committee in accordance with this Constitution and the policies ar 
e ouncil and th Kxecutive Committee and the rules and re 
hed by them H all formulate proposals for appropria i 
incl 
In 
Article 17 
Che Director shall appoint the staff of the Administration in accorda 
he staff regulations adopted by the Council 


Article 18 


In the performance of their duties, the Director, the De} it Dir 


; the staff shall neither seek nor receive instructions from any Governme 


any authority external to the Committee They shall refrain from a 
hich might reflect on their position as international officials 
2. Kach Member Government undertakes to re spect the exclusively 
iaracter cf the responsibilities of the Director, the Deputy Director a1 
i not to seek to influence them in the discharge of their responsibilit 
3. Efficiency, competence and integrity shall be the necessary considera 
in the recruitment and employment of the staff which, except in special 
stances, shall be recruited among the nationals of countries whose Gover 
! are Members of the Committee, taking into account, as far as pr 
geographical distribution 


ual 





Article 19 


P The Director shall be present, or be represented by the Deputy Dir 
another official designated by him, at all sessions of the Council, the | 

5 Committee and any Sub-Committees. He or his representative may participa 
: in the discussions but shall have no vote 


ett 





"jo 
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sTABLISH 


Article 20 
ilar session of the Council next following the « 1 of each fins 
the Council, through the Executive Comn 


f 


Director shall make to 
the work of the Committee, giving 


mittee shall have its Headquarters 
hirds majority vote, change its location 
eetings of the Council and the Executive 
rs, unless two-thirds of the Members of 


respectively have agreed to meet else 


tor shall submit 


rl lor t covering t 
pated resources of 


quired and the an! 


irements of the ( 
as to the administrative 
Member Governments 
as to the operational part of the budget, by 
ces from Member Governments. other Gover 
iduals 
ts shall be made promptly, and full prior to the 
vear for which the contribu Is required 
ry Member Govern } ali . required to contrib 
xpenditure of th } int ¢ 
the Member Gove 
tributions to t 
and any co! 
under which 
All Headquarters 
expend ture 
11n paragray 

ne 

I] 

In pursual 

attribute 
ommittee shé 


and economica 


{ ommittee sna ry 


as may be necessary 
irpose, and in parti 

a) to contract 

c) to receive al 


ceedings 


lhe Committee shall enjoy, subject to agreements wit] e Gove 
mav be necesss for the exercis 


I 


cerned, such privileges and immunities as 

ts functions and the fulfilment of its purpose 

é ‘epresentatives of Member Governments, the irector, l eputy ire 
Rept tat f M ( he D Deputy D 


rand the staff of the Administration shall likewise, subje« 


creements wit! 
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the Governments concerned, enjoy such privileges and immunities as 
sary for the independent exercise of their functions in connectio 


Committee. 
CHAPTER X—RELATIONS WITH OTHER ORGANIZATIONS 


Article 27 


Committee shall co-operate with international organizati 
and non-governmental, concerned with migration or refugees 
1e Committee may invite any international organization, go 

or non-governmental, concerned with migration or refugees to be 
at the meetings of the Council under conditions prescribed by the Co 
representative of such an organization shall have the right to vote. 
CHAPTER XI—MISCELLANEOUS PROVISIONS 
Article 28 


1. Except as otherwise expressly provided in this Constitution or r 
by the ¢ ouncil or the Executive Committee, ell decisions of the Co 
Executive Committee and all Sub-Committees shall be taken by a simplk 
vote, 

2. Majorities provided for in this Constitution or rules made by the ( 
or the Executive Committee shal! refer to Members present and voting 

3. No vote shall be valid unless a majority of the Members of the 


the Executive Committee or the Sub-Committees concerned are present 
Article 29 


1. Texts of proposed amendments to this Constitution shall be comm 
by the Director to Member Governments at least three months in adva 
their consideration by the Council. 

2. Amendments shall come into force when adopted by two-thirds of 
Members of the Council and accepted by two-thirds of the Member Gover 
in accordance with their respective constitutional processes, provided, how 
that amendments involving new obligations for Members shall come inté 
in respect of each Member only on acceptance by it. 


Article 30 


Any dispute concerning the interpretation or application of this Constit 
which is not settled by negotiation or by a two-thirds majority vote of the ( 
shall be referred to the International Court of Justice in conformity 
Statute of the Court, unless the Member Governments concerned a 
another mode of settlement within a reasonable period of time. 


Article 31 


Subject to approval by two-thirds of the Members of the Council 
mittee may take over from any other international organization or age! 
purposes and activities of which lie within the purpose of the Committee su 
activities, resources and obligations as may be determined by internat 
agreement or by mutually acceptable arrangements entered into bety 
competent authorities of the respective organizations. 


Article 32 


The Council may, by a three-quarters majority vote, decide to dissolv 


Committee. 
Article 33 


This Constiution shall come into force, for those Governments Members 

the Intergovernmental Committee for European Migration which have a 

it in accordance with their respective constitutional processes, on the day 

first meeting of that Committee after: 
(a) at least two-thirds of the Members of the Committee, and = 
(b) a number of Members whose contributions represent at least 797 

per cent of the administrative part of the budget, 
shall have communicated to the Director their acceptance of this Constitut 





TABLISH OFFICE OF REFUGEES AND INTERNATIONAL MIGRATION 35 


Article 34 


se Governments Members of the Intergovernmental Committee for Euro- 
Migration which have not by the date of coming into force of this Constitu- 
inicated to the Director their acceptance of this Constitution may 
\lembers of the Committee for a period of one year from that date if they 
to the administrative requirements of the Committee in accordance 
graph 2 of Article 23, and they shall retain during that period the right 
the Constitution. 


1 


Article 35 


glish, French and Spanish texts of this Constitution shall be regarded 
authentic. 


THE ADMINISTRATION’s ENDORSEMENT 


Upon his return from Venice, Chairman Reed sent the following 
ter to the Secretary of State: 


DeEcEMBER 30, 1953 
louN Foster DULLES, 
Secretary of State, Department of State, 
Washington, D.C 
DeaR Mr. SecrETARY: It gives me great pleasure and honor to submit to 
he enclosed final text of the constitution of the Intergovernmental Committee 
iropean Migration adopted in Venice, Italy, on October 19, 1953, and a 
f resolution No. 56, recommending to member governments to accept this 
itution in accordance with their parliamentary processes. 
you know, it was my pleasure to serve as a United States delegate at the 
session and to have the great satisfaction of having been unanimously 
1 to the chair of the committee on constitution. 
| will be glad to hear from you whether the constitution meets with your ap- 
al and whether you are ready to support legislation which I intend to offer, 
signed to permit the President of the United States to accept membership in 
Intergovernmental Committee for European Migration for a period of 3 
years 
kindest regards, I am 
Very sincerely yours, 


‘ 


CHauncEY W. Reep, Chairman 


[he answer was as follows: 
JANUARY 28, 1954. 
fonorable CHauncEY W. REEb, 
urman, Committee on the Judiciary 
House of Representatives. 


Dear Mr. Reep: Reference is made to your letter of December 30, 1953, 
wwledged on January 4, 1954, inquiring whether the text of the constitution 


roposed by the Intergovernmental Committee for European Migration meets 


the approval of the Department and whether the Department is prepared 
support legislation authorizing United States participation in the committee. 

er careful consideration of the proposed constitution the Department of 
‘te is prepared to give its approval to the text and to support legislation au- 
rizing United States participation in the Intergovernmental Committee for 
ropean Migration for a period of 3 to 5 years. 
Because of the urgency of this matter, this letter has not been cleared with the 
reau of the Budget, to which copies have been sent. 

Sincerely yours, 

Turuston B. Morton, 
Assistant Secre tary 
(For the Acting Secretary of State). 





eee 
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Bic Ci Reed received the following 
DEPARTMENT « 
i hits y 
VY. R 
( Ju 
ti] Ii nde 
D R I I mad ) ter D 
} 2s ; yg 4 Depar 
Cc S ] 
I y ( | ) \ligra 4 ) 
4 st a Cor € ra 
| D 1 Burea 5 g 
THRUS | lor 
} ~ ur 
~ I ~ AN SIS OF I 5 
( y~N 
ad sectio 1 of the Dll is designed to a I 
a Secretary of State to establ sh. In accoraans W 
104 ot the Immigration and Nationality Act x | S. ( 
with the B ireau ot Inspection Security, and ( onsula Aff 
Department of State a new administrative unit having as 


centralize and coordinate the various activities relating to 


and international migration It is intended that the Office of | 
id nternational Migration be organized upon the sam 

ve leve the presently existing Passport Office and Visa 

helleves he placing of al matters pertaining to 
nd internation migration under the direction of the Sec 
s ( ( trib to more economical and mor 
operatiol ell as to <e those activities a more potent 
OT rhe f ( Ame rel poli \ 

, oO ) 

Set ) z. oul ies hn detail the task ol the ne Office 
stresses the ntention of the Congress Lo place In the han 
secretary of State the overall supervision of refugee and inte1 
mig { 1) oblen Ss 

SECTION 3 

The definition of the term “refugee,” similar to such defin 
tained in section 2 (a) of the Ref iver Relief Act of 1953 (66 Sts 
Is COntalnNe section of the bill 


SECTION 4 


Under section 4 of the bill, the President is vested with the 


to shift personnel experienced in dealing 
tional migration matters, as well as to transfer 


unit all moneys appropriated for that purpose 


‘ 
( 


with refugees and 
oO the ne wh) 
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SECTION 5 


The purpose of section 5 is to formalize the membership of the 
United States in the Intergovernmental Committee for European 
\figration, of which the United States is one of the original, founding 
embers. However, since the Intergovernmental Committee for 
European Migration has within the last 2 years proven its usefulness, 
nd since it has recently adopted a constitution establishing a less 
emporary status for that agency, it is felt that legislation enabling 
ntinued United States membership in the Committee is in order at 

s time 
The governments of the following countries are at the present time 
rs of the Intergovernmental Committee for European Migra- 


Costa Rica Norway 
Denmark Paraguay 
France Sweden 
Germany Switzerland 
Greece United States 
Israel] Uruguay 

hil Italy Venezuela 

lombia Netherlands 


The language used in section 5 has been patterned on several similar 
nactments enabling United States membership in organizations such 
as the International Refugee Organization, the World Health Organi- 
mation, the United Nations Food and Agriculture Organization, the 
International Bank for Reconstruction and Development, the Inter- 
national Monetary Fund, the International Civil Aviation Organiza- 
on. ete 

SECTION 6 


lhe purpose of section 6 is to enable the participation of persons 
1 outside the executive branch of the Government in the sessions 
the governing bodies of the Intergovernmental Committee for 
ropean Migration. It has been a practice to appoint Members of 
ngress and personalities from outside the Government with experi- 
n business management and social welfare to participate in such 
etings. It is felt that that practice has benefited both the best 
iterests of the United States and the Committee, and it is therefore 
ended to provide for its continuation 


SECTION 7 


Section 7 is designed to keep the President and the Congress cur- 


itly advised on problems dealt with in this legislation 


SECTION 8 


not in any shape or form change or modify the existing laws 
governing the entry of aliens to the United States. 
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SECTION 9 


Section 9 provides for the usual authorization to approp 31) 
sums of money as may be necessary to carry out the purposes of this g 


bill. 


SECTION 10 


Section 10 determines the temporary character of this legisla 
and makes it run concurrently with the Refugee Relief Act of 19; 
section 8 of which (66 Stat. 404-405) reads as follows: 
Sec. 8. The Secretary of State may, for the purposes of this Act 
arrangements with foreign governments and with the Intergovern: 
mittee for European Migration as are necessary and appropriate for t 
of financing the overseas transportation of persons who may be issued 





this Act. such arrangements to be mutually beneficial to the econo 
United States and the countries concerned, as well as to such perso \ 
arrangements, where appropriate, may seek to enable immigrants und 

to transfer into dollar currency personal assets necessary for defraying t 
transportation and for use in the United States Arrangements 


United States and the other governments concerned and the Intergo 
Committee for European Migration should also provide for such coo; 


assistance as may be required in the administration of the progran 
under this Act in the territory of the intending immigrant’s residences \ 
portation by ships or airplanes of aliens under this Act to the United St 
cost of which is defrayed in whole or in part by the Government 


States, shall be by ships or airplanes registered under the United Stati 
available 

Sec. 9. Within the categories established in section 4 of this Act the det: 
tion of the eligibility of persons to receive visas and of the admissibili 
persons into the United States under this Act shall be made without diserir 
in favor of or against a race, religion, or the national origin of such persons 


CONCLUSIONS 


The committee believes that humanitarianism, deep-rooted An 
can tradition, and practical considerations related to American foreig 
policy and national security call for continued United States interes 
in the plight of uprooted people, particularly those who are the victims 
of Communist tyranny and aggression. 

The committee believes that overpopulation in certain areas 
Europe constitutes a growing danger of social and political unrest, and 
one which we are helping to abate at great expense. 

The committee finds that the handling of the problems above stat 
is intimately related to, and constitutes an element of, American for- 
eign policy and of the international relations of the United States. [1 
feels that responsibility for formulating policy and for administratio: 
of the United States program for dealing with these questions 
prope ‘rly a function of the Department of State. 

The committee feels particularly that authority over and responsi- 
bility for the program of guiding escapees from behind the Iron C 
tain, a program which touches the core of foreign relations, is a po! 
rather than an economic or social-welfare function and should 
fore be directed by the Department of State. 

It is felt that the eet dispe rsal of these programs among various 
executive agencies of the Government deprives the United States 
obtaining the real and full value of its contributions and efforts | 
cope with these problems and their consequences. 
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ommittee believes that the question of dealing adequately 


questions of escapees, refugees, and overpopulation must be 
| by the paramount political, economic, and security interests 
nited States, all of which are directly involved and are thus 
ary responsibility of the Department of State. Since there 
of purpose there should be unity in determining policy and 
stration. 
fore, the committee, after careful study and thorough inves- 
on of the facts, and with a background of several years of close 
t on the part of the members of the committee with all phases of 
stion, recommend that 5. 1766, as amended, do pass, 
rn 


\ 
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33n Concress (| HOUSE OF REPRESENTATIVES jf REpPorT 
1 Session j i No. 1516 


ING THE ACT ENTITLED “AN ACT TO AUTHORIZE THE 
ANSFER OF LAND FROM THE WAR DEPARTMENT TO THE 
RRITORY OF HAWAII,” APPROVED JUNE 19, 1936 


I 


\ 12 1954.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 


Mr. Mitter of Nebraska, from the Committee on Interior and 
Insular Affairs, submitted the following 


REPORT 
[To accompany H. R. 2849] 


The Committee on Interior and Insular Affairs, to whom was 
referred the bill (H. R. 2849) to amend the act entitled ‘‘An act to 
Sauthorize the transfer of land from the War Department to the 
plerritory of Hawaii,” approved June 19, 1936, having considered the 
report favorably thereon with amendment and recommend that 
the bill do pass. 

The amendment is as follows: 

Page 1, line 7, strike the word “public” and insert in lieu thereof 
the word “port” 


Pp 


EXPLANATION OF THE BILL 


The intent of H. R. 2849 is to make available for harbor develop- 
ent at Kahului, Maui, Hawaii, approximately 9.6 acres of land which 
as transferred to the Territory by the Federal Government im 1936 
th the restriction that the land be used for park purposes exclu- 
rely. No expenditure of Federal funds would result from the bill’s 

‘tment. 

The Territorial legislature and the Governor of Hawaii request that 
the sea restriction be removed, stating in Joint Resolution 5, 
the area is needed now to provide additional storage and shedded 
1 for ine etal shipping through the port of Kahului, and that this 
lar nd is not near any residential area and is not desirably situated nor 
needed for park purposes; * * *.” 

Ny right to recover title to the land in question will continue to be 
held by the United States under the terms of this bill. H. R. 2849 as 
al aed proposed only that the conditions under which the land is 
sed by the Board of Harbor Commissioners of the Territory of Hawaii 
42006 


= A a 


Ss —- 
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be changed by substituting the word “port” for “park’’ so 
tract may bal ‘utilized to expand the fac ilities of the port of 
The committee is informed that such expansion is imperatiy 
the growth of this port which is the only deep-sea harbor on t 
f Maui 

The act of June 19, 1936, covers 2 tracts of land, 1 referred t 

1 and adjacent land, which has become known as part | and ; 

4.897 acres, and the other which has become known as part 2 a1 

tains a net area of 9.616 acres. There also is an easement for 

of-way over part 2 covering 0.687 acre, making the entire area 

The whole is subject to a reservation for emergency use by th ol 
States for public defense. Part 2, containing a net area of 9.616 acres MED 
under existing law is restricted to use for park purposes. H. R. 284 
relates only to this 9.616 acres Its enactment would permit 
storage construction in connection with pier 1, apurpech roi 
any other needs coming within the powers of the board of 
commissioners under the laws pertaining thereto. The boa: 

bor commissioners is the port authority of the Territory. 

Under H. R. 2849 as introduced, the 1936 act limiting us 
land to park purposes would have been amended by changing th 
“nark’’ to “public.” The committee has amended H. R. 2849 
substituting the word “port’’ for the word ‘‘public” in response t 
request of Territorial officials and to make clear that the land 
used only for port purposes. 

The favorable reports of the Department of the Interior and 


Department of the Army respectively are set forth below: 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY 
Washington 25, D. C., July 
Hon. A. L. MILuEr, 
Chairman, Committee on Interior and Insular Affairs, 
House of Representatives, Wasi ngton 25, DD. 2. 

My Dear Mr. Mruier: Further response is made to your request of 
for a report from this Department on H. R. 2849, a bill to amend the a 
‘An act to authorize the transfer of land from the War Department to thi 
tory of Hawaii,” approved June 19, 1936. 

Il recommend that the bill be enacted 

The act of June 19, 1936 (49 Stat. 1535), authorized the Secretary 
transfer certain land at the base of the east breakwater at Kahului, Mau 
to the Territory of Hawaii. However, the act provided that the trans! 
be made subject to two express conditions: (1) A right should be reserv: 
United States to reoecupy the land for public defense whenever the Pr 
should deem it necessary because of an emergency, and (2) the land ot! 
that known as pier No. 1 and the area immediately adjacent theret: 
used for park purposes, and if not so used, it would revert to the Un 

By a deed dated March 22, 1937, the Secretary of War transferred this proper of 
to the Territory for park purposes. , 

H. R. 2849 would substitute the word ‘‘public’”’ for the word “park” 
same appears in the last line but one of the act of June 19, 1936, supra wh 
result of this change would be that the described land could be used for 1a 
public purpose chosen by the Territory of Hawaii, but if it were not used { 
public purpose, it would then revert to the United States. 

The Legislature of Mowat in Senate Joint Resolution 36, approved 
Governor on ee 20, 1953, stated that the area is needed now to pro 
tional storage Be specwed area for increased shipping through the port of K Ha 
and that this land | s not near any residential area and is not desirably lar 
nor needed for park Dedeuiais- * eo I 
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The Bureau of the Budget has advised that there is no objection to the sub- 
mission of this report. 
i Sincerely yours, 
OrME LEWIs, 
Assistant Secretary of the Interior: 


DEPARTMENT OF THE ARMY, 
Washington, D. C., July 10, 1953. 
L. MILLER, 
‘man, Committee on Interior and Insular Affairs, 
House of Representatives. 
rn Mr. CHarRMAN: Reference is made to your request for the views of the 
ment of the Army with respect to H. R. 2849, 83d Congress, a bill to 
the act entitled ‘“‘An act to authorize the transfer of land from the War 
tment to the Territory of Hawaii,” approved June 19, 1936. 
Department of the Army interposes no objection to the above-mentioned 


purpose of H. R. 2849 is to amend the act of June 19, 1936 (49 Stat. 1535), 
to permit use for “public purposes’’ certain property conveyed to the 
ry of Hawaii for “park purposes’’ pursuant to authority contained in the 


On March 27, 1937, the Acting Secretary of War conveyed to the Territory of 

iii all right, title, and interest of the United States in and to a parcel of land 

taining 15.2 acres, more or less, in Kahului, county of Maui, Territory of 

Hawaii, for use for “‘park purposes”’ pursuant to the provisions of the act of June 

136, cited above. ‘The deed reserved to the United States a perpetual right-of- 

iy at any and all times and for any and all purposes over a strip of land 60 feet 

and the conveyance was made subject to certain rights of recapture of the 

ract and the reversion of pier No. 1 and land immediately adjacent thereto 

ised for park purposes. 

land, which is located at the base of the east breakwater at Kahului, was 

1 from private interests in 1910 in connection with a harbor-improvement 

t of the Corps of Engineers but it had served the purpose for which it was 

lired when it was conveyed to the Territory of Hawaii in 1936. It is under- 

{that the Territory of Hawaii desires to utilize for port operations the portion 
property presently restricted to use for park purposes. 

he enactment of this measure will not involve the expenditure of any Federal 


sureau of the Budget advises that there is no objection to the submission 
his report. 
Sincerely yours, 
Rospert T. STEVENS, 
Secretary of the Army. 


Enactment of H. R. 2849 as amended is unanimously recom- 
mended by the Committee on Interior and Insular Affairs. 


CHANGES IN EXISTING LAW 


In compliance with clause 3, rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as 
amended, are shown as follows (existing law proposed to be omitted 
is enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 


Act or JUNE 19, 1936 (49 Srar. 1535 


The Secretary of War is hereby authorized to transfer to the Territory of 
Hawaii all right, title, and interest of the United States in such portion of the 
land at the base of the east breakwater at Kahului, eounty of Maui, Territory 
f Hawaii, as is not required for the maintenance of said breakwater, on such 
terms and conditions as the Secretary of War may determine: Provided, That 

conveyance shall be upon the express condition and with a reservation 
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it to resume and occupy said tract of land whenever in the 
ssident an eme rgency exists that requires the use and appro- 


ne for public defense, and also with the further reservation as 
tract of land other than known as pier numbered ] 
adjacent thereto that it shall be used for [par 
is not so used it shall revert to the Units 


a 
NA 
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ENABLING THE HAWAIIAN HOMES COMMISSION OF THE TERRI- 
TORY OF HAWAII TO EXCHANGE AVAILABLE LANDS AS DESIG- 
NATED BY THE HAWAIIAN HOMES COMMISSION ACT, 1920, FOR 
OTHER PUBLIC LANDS 


ApriL 12, 1954. Committ 
State of t 


Mr. Mititer of Nebraska, from the Committee on Interior and 
Insular Affairs, submitted the following 


REPORT 


[To accompany H. R. 5831] 


The Committee on Interior and Insular Affairs, to whom was 
referred the bill (H. R. 5831) to enable the Hawaiian Homes Commis- 
sion of the Territory of Hawaii to exchange available lands as desig- 
nated by the Hawaiian Homes Commission Act, 1920, for other 
public lands having considered the same, report favorably thereon 
a with amendments and recommend that the bill, as amended, do pass. 

The amendment is as follows: 

Page 1, lines 4 and 5, strike the words “adding a new subparagraph 
thereto, designated subparagraph ‘(4)’, and’’, and insert in lieu thereof 
the words “amending Public Law 297, 83d Congress, 2d session (68 
Stat. 16, 17)’. 

Page 2, line 2, strike the word “lands” and insert in lieu thereof 
the word ‘“‘land’’. 

Page 2, line 9, preceding the words “the area’’, insert the word ‘‘to’’; 

Amend the title so as to read: 


A bill to enable the Hawaiian Homes Commission of the Territory of Hawaii 
to exchange available lands as designated by the Hawaiian Homes Commission 
Act, 1920, for other publicly owned lands. 


EXPLANATION OF THE BILL 


H. R. 5831 would amend section 204 of the Hawaiian Homes Com- 
mission Act of 1920, as amended, to permit the Hawaiian Homes 
Commission to exchange available lands, as designated by the act, 
for public lands of an equal value. 


42006 
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ommittee has adopted the perfecting amendments mentioned 

Department’s report. The committee also has corrected 

ion 1 to reflect the provisions of Public Law 297, 83d Congress, 

| session, Which extended specific authority to the Hawaiian Homes 

nission to exchange lands at Waimanalo on the island of Oahu 

Committee on Interior and Insular Affairs unanimously recom- 
mends the enactment of H. R. 5831 as amended. 


CHANGES IN EXISTING LAW 


bs ( — ince with clause 3, rule XIII of the Rules of the House of 
entatives, changes in existing law made by the bill, as amended, 
ae as follows (existing law proposed to be omitted is enclosed 


wk brackets, new matter is printed in italics, existing law in 


which no change is proposed is shown in roman): 


204 oF THE HawartAN Homes Commission Act, 1920 (42 Star. 108, 110), 
as AMENDED (68 Srar. 16, 17) 


* * + * . * 
The commission shall not lease, use, nor dispose of more than twenty 
sand (20,000) acres of the area of Hawaiian homelands, for settlement by 
Hawaiians, in any calendar five-year period. 
The commission may, with the peers! of the Governor and the Secretary 
Interior, in order to consolidate its holdings or to better effectuate the 
ses of this Act, exchange the title to available lands [at Waimanalo, island of 
for similarly located publicly owned lands] for land, publicly owned, of an 
lue. All land so acquired by the commission shall assume the status of 
lands as though the same were originally designated as such under 
203 hereof, and all land so conveyed by the commission shall assume the 
f the land for which it was exchanged. The limitations imposed by 
73 (1) of the Hawaiian Organic Act and the land laws of Hawaii as to the 
nd value of land that may be conveyed by way of exchange shall not apply 
‘changes made pursuant hereto. No such exchange shall be made without the 
nal of the Commissioner of Public Lands and of two-thirds of the members of 
the Board of Public Lands. 


fl) 
NY 
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93p CONGRESS t HOUSE OF REPRESENTATIVES 


Mi 
lar, BALBINO ACUSIN ARIASA 


BRARY 
1954.—Committed to the Committee of the Whole House and ordered 
to be printed 


HAM, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany H. R. 2630] 


The Committee on the Judiciary, to whom was referred the bill 

H.R. 2630) for the relief of Balbino Acusin Ariasa, having considered 
Bthe same, reports favorably thereon with amendments and recom- 
mends that the bill do pass. 

The amendments are as follows: 

On page 1, lines 3 and 4, strike out “immigration and naturalization 
jaws” and substitute “Immigration and Nationality Act’’ 

On page 1, lines 7 and 8, strike out the words “and head tax”’ 


PURPOSE OF THE BILL 


The purpose of this bill, as amended, is to grant the status of per- 
manent residence in the United States to Balbino Acusin Ariasa, a 
nitive of the Philippine Islands, whose mother is the wife of a U nited 
Siates citizen serviceman. The bill also provides for the payment of 
the required visa fee and for an appropriate quota deduction. 

The bill has been amended to conform with the language of the 
Immigration and Nationality Act. 


GENERAL INFORMATION 


pertinent facts in this case are contained in a letter dated 
pril 9, 1952, from the Commissioner, Immigration and Naturalization 
Hon. Francis E. Walter, the chairman, Subcommittee 


\ 

‘ 

No.1, Committee on the Judiciary during the 82d Congress, regarding 
abil (H. R. 5420) pending during that Congress for the relief of the 
sme person. The said letter reads as follows 





BALBINO ACUSIN ARIASA 


IMMIGRATION AND NATURALIZATION SER 
Ap 
Hon. Francis E. WaA.trter, 
Chairman, Subcommittee No. 1, House Judiciary Committee, 
Washington, D. C. uW 


My Dear Mr. ConearessMAN: In accordance with your informal request 
following information with relation to the following private bill is 
furnished. The information given is taken from the present existing la | 
without further investigation. The furnishing of this information is No wis a 
to be interpreted as an expression of the views of the Department of Just ie - 
the action which the committee should take. S 
Sincerely, 


A. R. Mackey, Comn 


H. R. 5420, a Britt ror THE ReEvIeEF oF BALBINO AcUSIN AR 


The subject is a single male, who was born on March 31, 1924, at Fort St ie 
burg, Pampanga, Philippine Islands. He last entered the United States o tire ’ 
ber 22, 1949, at the port of New York as a member of the crew of the 
Henry Gibbins and was admitted as a seaman for the period the vess« 
in port but not to exceed 29 days. He was taken into custody in deportat 
ceedings under a warrant of arrest issued on August 29, 1950, and wa 
inder a $500 bond. On May 3, 1951, after being accorded a deportatio 
he was ordered deported from the United States pursuant to law. O 
1951, on appeal to the Board of Immigration Appeals, he was granted th« 
of voluntary departure to any country of his choice within 30 days af 
cation of decision. It was further ordered that if he did not depart 
period granted, he be taken into custody and deported pursuant to lav 

The alien testified in the deportation hearing that his father, a citiz 
Philippines, served in the United States Army from 1916 until his dé 
Japanese prison camp in 1942. He stated that he first entered the 1 

lv 7, 1946, as a seaman and made numerous entries thereafter as a 
1 w of American vessels, many of which were Army transport S Ser 

The alien is employed as a waiter earning approximately $60 a wee! 
tips. His mother, a citizen of the Philippine Islands, entered the Unité | 
for permanent residence in 1947 and is presently in Fort Bragg, N. ¢ f 
,usband, to whom she was married in 1946. Her present husband is a 
the United States Armed Forces and is a naturalized citizen of this co 


Mr. Heller, the author of this bill, reeommended the enactment 
his measure and submitted the following letters in its support. 


CONGRESS OF THE UNITED STATES, 
Houses OF REPRESENTATI\ 
Wasi ngton, D. ¢ ; VJ 
Hon. FRANC! 
(/ ? i f mi? [t¢ I, \ 


» ; 
aol Rep esentatives, 


Wasl ngton, dD. ( 


Dear CONGRESSMAN Water: Thank vou for your letter of Apr 
concerning my bill, a. R. 5420, for the relief of Balbino AcuSsin Ariasa 

I have jus" received a letter from the alien’s stepfather, S. Sgt 
Gasatava, indicating that Ariasa’s mother became a naturalized Amer 
on August 23 For the correction of vour files I am enclosing a copy 
CGasatava’ mmunicati 


wishe 





BALBINO ACUSIN ARIASA 


HEADQUARTERS V Corps, 
ENGINEER SECTION, 
APO 79, CaRE or POSTMASTER, 
New York, N. Y., May 12, 1952. 
, B. HEuuER, M. ¢ 
> House of Representatives, 
Washington, D. C. 
Dear Mr. Heuer: Sir, I received your letter dated April 18, with a copy of a 
t your bill in the case of my stepson. 
ndeed very glad and happy to hear from you again, and it is really very 
‘you to keep me informed in development of my stepson’s case. 
or your information, sir, my wife is now residing with me here in Germany and 
that she was naturalized American citizen last August 23, 1951, with naturaliza- 
rtificate No. 6951805. Sir, I believed that last part of the report on your 
|| which states that my wife is a citizen of the Philippine Islands is in error, or 
vould not stana correct now, because my wife was naturalized prior to the date of 
the report, Which is April 9, 1952, and my wife was naturalized August 23, 1951. 
My best wishes and regards, I am 
~ Sincerely yours, 
FREDERICK GASATAYA, 
Master Sergeant, RO6737877 


The committee files also contain the following additional informa- 
on regarding this case: 


UnitTEp StaTES DEPARTMENT OF JUSTICE, 
IMMIGRATION AND NATURALIZATION SERVICE, 
Washington, D. C., June 10, 1982. 
Francis E. WALTER, 
Chairman, Subcommittee No. 1, House Judiciary Committee, 
Washington, D. C. 


My Dear Mr. ConarREssSMAN: Reference is made to the informal report of this 


ice dated April 9, 1952, concerning the alien, Balbino Acusin Ariasa, the 
ficiary of H. R. 5420. 

losed is a copy of a letter to Congressman Heller setting forth the 
rmation concerning the present citizenship status of Mrs. Naty 
tava, the mother of Balbino Acusin Ariasa. 

Sincerely, 


current 
Acusin 


ARGYLE R. MackEy, 


Commissioner. 


JUNE 10, 1952. 
Louis B. HELLER, 


House of Representatives, 
Washington, dD. 


My Dear Mr. CoNGRESSMAN: ie nce is made to your letter of May 27, 1952 


rning the immigration case of Balbino Acusin Ariasa, who is the 
5420. 
‘ records of the Immigration and Naturalization Service shows that Mrs. 
Acusin Gasataya, the mother of Balbino Acusin Ariasa 
n of the United States on August 23, 1951, in the 
at New York City, N. Y. 
» House Committee on the Judiciary has been informed of the 
n’s mother. 
Sincerely, 


benefic iary 


, was naturalized as a 
United States district 


status of the 


Commissioner 


Upon consideration of all the facts in this case, 
sof the opinion that H. R. 2630, as amended, should be enacted and 
accordingly recommends that the bill do pass. 


the Committee 


O 








Congress | HOUSE OF REPRESENTATIVES f§ Report 
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IGOR SHWABE 


Committed to the Committee of the Whol 
to be printed 


Watrer, from the Committee on the Judiciary, submitted the 


f lowing 


REPORT 


[To accompany H. R. 2899] 


i Committee on the Judiciary, to whom was referred the bill 
H. R. 2899) for the relief of Igor Shwabe, having considered the 
me, report favorably thereon with amendments and recommend that 

the bill do pass. 

The amendments are as follows: 

page 1, lines 3 and 4, strike out “immigration and naturalization 
vs’ and substitute “Immigration and Nationality Act”. 

On page 1, line 7, strike out the words “and head tax’’. 

On pages 1 and 2, beginning on page 1, strike out all of line 11 and 

page 2, strike out the remainder of the bill, and substitute the 
lowing: “appropriate quote for the first year that such quota is 


vailable,’’ 


‘ 


PURPOSE OF THE BILL 


The purpose of this bill, as amended, is to grant the status of per- 
manent residence in the United States to Igor Shwabe, a native and 
citizen of Iraq. The bill also provides for the payment of the required 
visa fee and for an appropriate quota deduction. The bill has been 
amended to conform with the language of the Immigration and Na- 
tionality Act. 

GENERAL INFORMATION 


The pertinent facts in this case are contained in a letter, dated 
October 1, 1953, from the Commissioner, Immigration and Naturaliza- 
tion Service to the chairman, Committee on the Judiciary. The said 
letter and accompanying memorandum reads as follows: 





IGOR SCHWABE 


DEPARTMENT OF JUSTICE, 
IMMIGRATION AND NATURALIZATION SERVI 
Washington, October 1 
Hon. Cuauncey W. REEp, 
Chairman, Committee on the Judiciary, 


House of Representatives, Washington, D. C. 


Dear Mr. CuatrMAN: In response to your request of the Depart 
Justice for a report relative to the bill (H. R. 2899) for the relief of Igor S 
there is annexed a memorandum of information from the Immigration a 
alization Service files concerning the beneficiary. 

The bill would grant the alien permanent residence in the United Stat 
payment of the required visa fee and head tax. It also would direct 
number be deducted from the number of displaced persons who shall be 
the status of permanent residents pursuant to section 4 of the Displac 
Act, asamended. It should be noted, however, that the Immigration ar 
ality Act does not require the payment of a head tax. 

The alien is chargeable to the quota of Iraq which is oversubscribed { 
preference applicants. 

Sincerely, 
A. R. Mackt 
Comn 


MEMORANDUM OF INFORMATION FROM IMMIGRATION AND NATURA 
SerRVICE FILES RE IcGor SHWABE, BENEFICIARY OF H. R, 2899 


The alien, a native and citizen of Iraq, was born on May 16, 1930 
admitted to the United States at the port of New York on August 26 
a student under section 4 (e) of the Immigration Act of 1924, for a | 
expire on June 26, 1950. He subsequently was granted several exté 
Stay as a student. 

From 1942 to 1947, Mr. Shwabe resided in England where he atte 
mentary and high schools. Immediately after his arrival in the | 
in 1949, he entered Ohio University at Athens, Ohio. He was grad 
that university in June 1952, receiving a degree of bachelor of fine art 
presently residing in New York City where he is employed as a junior ar 
at a salary of $112 a week. He has no relatives in the United Stat 
not married and apparently there is no one dependent upon him for sup 


Representative Graham, the author of this bill, recommended 
enactment of his measure. 

The committee files also contain the following letter from Rep 
sentative Jenkins of Ohio in support of this measure: 


CONGRESS OF THE UNITED STATES 
Housr oF REPRESENTATIVI 
Washington, D. C., Ap 
Hon. Cuauncey W. REED, 
Cha nan, Comn Jud I : 
Ho Office B 1g, Washington, D. C. 

Dear Col With regard to H. R. 2899, a bill introduced for 
Igor Shwabe, hould like juote, hereafter, two letters dated A 
November 4, 53, respectively, which I received from Mr. Paul | 
associate prof yr, Ohio University, Athens, Ohio: 

‘It may be that merit is of no consequence in cases of this kind, but 
like to remind you that Mr. Shwabe graduated with honors from Ohio | 
that he is a valued employee with his company, and that he is willing and a 
to submit to any test the Government may care to impose. 

Mr. Shwabe is now employed by the firm of Chapman, Evans & D 
of 50 Broadway, New York, a famous architectural company. Mr. Cl 
senior member, describes Shwabe as ‘one of our most brilliant young d 
and has engaged the company’s lawyers, Lord, Day «& Lord, to try tos 
way by which Mr. Shwabe might remain in the country, at least until af 





IGOR SCHWABE 3 


Congress convenes. He is doing this because he realizes the value and the rarity 
+q man of Mr. Shwabe’s talents.”’ | 
Sincerely yours, 
Tuomas A, JENKINS. 


Upon consideration of all the facts in this case, the committee is of 
the opinion that H. R. 2899, as amended, should be enacted and 
accordingly recommends that the bill do pass. 


O 
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FELIX PETROVER 


2, 1954.—Committed to the Committee of the Whole House and ordered 
to be printed 


\fr. GRAHAM, from the Committee on the Judiciary, submitted the 
following 


REPORT 
{To accompany H. R. 3017] 


Committee on the Judiciary, to whom was referred the bill 
3017) for the relief of Felix Petrover, having considered the 
report favorably thereon without amendment and recommend 
bill do pass. 
PURPOSE OF THE BILL 


purpose of this bill is to grant the status of permanent residence 

the United States to Felix Petrover, a native of Germany and a 

tizen of Hungary. The bill also provides for the payment of the 
ured visa fee and for the appropriate quota deduction 


GENERAL INFORMATION 
The pertinent facts in this case are contained in a letter dated 


December 4, 1953, from the Acting Commissioner, Immigration and 
\aturalization Service, to the chairman of the Committee on the 


ludiciary. The said letter, and accompanying memorandum, read 
follows: 
IS IOLOWS: 


A-6694165 


Unitep States DEPARTMENT OF JUSTICE, 
IMMIGRATION AND NATURALIZATION SERVICE, 
Washington, dD. Ce, December 4. 1958. 

CHAauNCEY W. REED, 
hairman, Committee on the Judiciary, 

House of Representatives, Washington, D. C. 

Mr. CHAIRMAN: In response to your request of the Department of 

for a report relative to the bill (H. R. 3017), for the relief of Felix Pet- 
there is annexed a memorandum of information from the Immigration and 
\aturalization Service files concerning the beneficiary. 


42007 





FELIX PETROVER 


The bill would grant the alien permanent residence in the United Stat ; tr 
payment of the required visa fee. It would also direct that one quota 
be deducted from the appropriate immigration quota. The alien is « ’ Su 
to the quota for Germany. 51 
B. G. HABBER1 3 
Acting Comn Q 
MEMORANDUM OF INFORMATION FROM THE IMMIGRATION AND NATUR 
Service Fires RE Fe.tix Petrover, BENEFICIARY oF H. R 
Felix Petrover, who is single, a native of Germany and ; 
arv. was born on November 30, 1914, at Hamburg, Germany 
in China He entered the United States at San Francisco, Calif 
, 1947, on the 8. 8S. General Meigs as a student for 1 year destir 
ta Talmudical Seminary in Brooklyn, N. Y. 
‘he alien’s application for an extension of stay was denied for failur 
a valid travel document In November 1950, his application for ad 
r section 4 of the Displaced Persons Act of 1948 was deni 
tation proceedings were instituted on December 14, 1951, and after 
appeal, a warrant of deportation was issued on June 6, 1952. The 
liberty on supervised parole 
Mr. Petrover has testified that he received 3 years of private ar 
Jewish religious schooling in Germany and that he studied at the \ 
in Shanghai lina, for about 7 years He studied at the Mesift: 
College in Brooklyn, N. Y., from 1947 to 1952, when he was foreed to 
his studies due to economic difficulties, 
The alien is presently unemployed, resides in a furnished room and i 
and relatives. He has two brothers residing in Israel, a1 
he United States Uy 
Representative Heller, the author of this bill, recomme: 


enactment of his measure and submitted the following lett 
support. 


NEW YoRK SECTION, 
NATIONAL CoUNCIL OF JEWISH WOMEN, 
COMMITTEE ON SERVICE FOR FOREIGN bx 
New York, N. Y., Janua 
Re Felix Petrover, 203 Keap Street, Brooklyn, N. as 
Hon. Louris B. HELLER, 
Brooklyn, N. Y. 

DeEAR CONGRESSMAN HELLER: We should like to bring to your att 
immigration situation of Mr. Petrover As Mr. Petrover has no ot! 
adjusting his immigration situation, we wonder whether you could « 
introduction of a private bill for him. In order to give you an oppor 
evaluate his immigration situation, we wish to give you in the follow 
summary. The personal material we are presenting is for your 
We trust you will use whatever facts you decide on with discretion 

Felix Petrover, I. & N. 8S. File No. Central Office A6,694,165, Local Off 
0300-192578, was born in Hamburg, Germany, on November 20, 
Hungarian parents, who never achieved citizen status in Germa 
Petrover’s parents were killed by the Nazis \ sister and a brother s 
The sister is living in New York with her family; the brother is in Isra 

Mr. Petrover lived in Germany until 1938, when he was requested b 
government to leave. Mr. Petrover, like his parents, had never had 
citizenship. The only place he could leave for at that time was Shans 
lived in Shanghai during the war and came to the United States on Ja 
1947, on a student visa which was granted on the basis of Mr. Petrover 
sion to the Yeshivah Torah Vadaas in Brooklyn. Mr. Petrover was 
admitted for 1 year, then he applied for an extension. 

After the passage of the Displaced Persons Act of 1948, Mr. Petrover 
for the adjustment of his immigration status under section 4 of the a 
hearing under section 4 took place on November 22, 1950. The applica 
denied locally, because it was held that Mr. Petrover could return to ‘ 
without fear of persecution Our agency filed exceptions to this reco 
tion However, on October 23, 1951, the local recommendation was 


( 
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ffice and it was ordered that his application for adjustment of immigra- 
» status as a displaced person be denied. 

Subsequently a warrant of arrest was served on Mr. Petrover on December 13, 
[he hearing under the warrant of arrest took place on March 10, 1952, 
‘al recommendation was deportation from the United States. This order 

1 by central office decision dated June 6, 1952. 
Mr. Petrover had been in the United States for more than 5 vears, he 
fulfilled the statutory requirements for preexamination. However, 
inically not eligible because of the unavailability of a German quota 


his arrival in this country, Mr. Petrover staved with his married sister. 
thev did have difficulty in getting along together. Upon the initiative 
er and brother-in-law, Mr. Petrover was referred for a psychiatric con- 
and subsequently admitted to Pinewood, where he stayed for less than 
i then left without discharge. This incident is known to the Immigra- 
{ Naturalization Service. Since May 1947, Mr. Petrover has lived quietly 
munity. He is living in a furnished room and providing his own meals 
listurbing anybody. However, he has never been able yet to support 
{ he has been receiving relief from the New York Association for New 
He has not become a public charge so far. His hospitalization at 
1d was also paid for by United Service for New Americans 
trover is a truly displaced person and it does not seem to us that it would 
for him to return to Germany. 
vou for your anticipated interest in this situation 
ery truly yours, 
Berti GIDEON, 
Miss Berti Gideon, 
Case Worker. 


pon consideration of all the facts in this case, the committee is 
f the opinion that H. R. 3017, should be enacted and accordingly 
ommends that the bill do pass. 


C0 
WY 
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JULIA N. EMMANUEL 


1954.—Committed to the Committee of the Whole House and ordered 
to be printed 


GraHAM, from the Committee on the Judiciary, submitted the 


following 


REPORT 


« 97 
> >] 


[To accompany H. R. 333% 


Committee on the Judiciary, to whom was referred the bill 
3333) for the relief of Julia N. Emmanuel, having considered 
e, report favorably thereon with amendments and recommend 
bill as amended do pass. 
iumendment is as follows: 
out all after the enacting clause and insert in lieu thereof the 


the purposes of the Immigration an ationalitv Act. Julia N. Em- 
| be held and considered to have |} lawfully admitted to the United 
permanent residence as of the date of the 1actment of this Act, upon 
the required visa fee. Upon the granting of perma  onalaliendn ‘ten 
as provided for in this Act, the Secretary of 

ta-control officer to dedvct one numl 


1] 


first year that such quota is available 
PURPOSE OF THE BILL 


purpose of this bill, as amended, i erant the status of 
residence in the United States Julis Emmanuel, a 
and citizen of Greece. The bill also prov ides for the payment 
the required visa fee and for an appropriate quota deduction 
bill has been amended in accordance with established ] 
to conform with the language of the Immigration and Nationality 


yrecedents 


GENERAL INFORMATION 


he pertinent facts in this case are contained in a letter, dated 
tember 10, 1953, from the Commissioner, Immigration and 
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Naturalization Service, to the chairman, Committee on the J 
Che said letter, and accompanying memorandum, reads as fo 


DEPARTMENT OF JUSTICE 
IMMIGRATION AND NATURALIZATION SERV! 
Septembe 
Cuauncey W. REED 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D. C. 

Dear Mr. CHairMAN: In response to your request of the Depa 
Justice for a report relative to the bill (H. R. 3333) for the relief 
Emmanuel, there is annexed a memorandum of information from the In 
and Naturalization Service files concerning the beneficiary. 

The bill would grant the alien permanent residence in the United § 
May 15, 1948. It also would provide for the deduction of one numb 
Greek quota, but does not provide for payment of the visa fee ar 
pursuant to the statutes in force at the time of her entry. 

The alien is chargeable to the quota of Greece which is oversub 
nonpreference applicants. As the parent of citizen children, Mrs. 1 
entitled to a preference under section 203 (a) (2) of the Immigration a 
itv Act. However, the second preference portion of the Greek q 
oversubscribed at this time. 

Sincerely 


A. R. Mackey, Con 


MEMORANDUM Fk INFORMATION FROM IMMIGRATION AND Natt 
SERVIC! fe JuLtIA N. EMMANUEL, BENEFICIARY OF H. R 


The alien, a native and citizen of Greece, was born on October 10 
arrived in the United States at the port of New York on May 15, 1948 
admitted as a visitor for 6 months. Her application for an extension of 
rary stay was denied on November 30, 1948. However, she was a 
her depart ire from the United States on or before May 1, 1949, wou! 
factory \n application for preexamination was denied on October 
he was granted until February 1, 1950, to depart from the United St 

Deportation proceedings were instituted against Mrs. Emmanuel or 
1950, on the ground that she had remained in the United States for a 
than permitted. Subsequently, she filed an application for adjustn 
inder the Displaced Persons Act of 1948, but such application was 
October 25, 1951. On April 1, 1952, she was granted the privilege of 
depart ire uel departure to be effected on or before July 9, 1952 Ass 
depart, an order of deportation was entered on July 10, 1952. 

\irs. Emmanuel resides in New York City where she is being suppor 
son, George Emmanuel, a citizen of the United States. Mrs. Emmanu 
and has one other son who resides in Panama City, Panama. It is ir 
h two sons are wealthy and capable of s ipporting her at all times 


Representative Bray, the author of this bill, submitted the f 
statement in support of this bill: 


Hon. Cuauncry W. REEp, 
Chairman, Committee on the Judiciar j: 


I wish to make the following statement on H. R. 3333: 

I have gone into the matter thoroughly and submit the following fa 
Julia Emmanuel’s husband is dead; she only has two children, Costa N. | 
and George N. Emmanuel. The former is a legal resident of the Unit 
a veteran of the Greek Army, and is in business in New York. H 
George, is an American citizen, a veteran of the Army of the U1 
received a citation and the Bronze Star for meritorious service. Copi: 
are attached to this letter. 

Both sons of Mrs. Julia Emmanuel are able and willing to adequate!) 
their mother. They provide her with an apartment at 167 East 72d Str 
York City, paying all of her expenses and visiting her frequently. Sh¢ 
three grandchildren in the United States who are American citizens 

If Mrs. Emmanuel left the United States there is no place in Greece 
could have a home as she has no friends or close relatives who could 
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of her sons are fearful for their mother if she returns to Greece, for 
or health and would have no close relatives or friends to look after her. 
erely, 
Witiram G. Bray, 
Member of Congress. 


idition, Mr. Bray submitted the following documents in support 


s legislation: 
War DEPARTMENT, 
OFFICE OF THE ASSISTANT SECRETARY OF WAR, 
STRATEGIC SERvIcES UNIT, 
Washington 25, D. C., March 14, 19486. 
orGE N. EmmanveEt, AUS, 
New York, N. oa 
)eAR LIEUTENANT EMMANUEL: On behalf of the Strategic 
War Department, I wish to express our appreciation of the services which, 
organization, you have rendered to the Government of the United 


» Services Unit 


lition to other tasks well done, during the 2% years you have worked for 
ganization, you volunteered for a mission of reconnaissance behind enemy 
Carrying out this mission, you remained in enemy-occupied territory for 
2 months until the enemy withdrew. During a particularly hazardous 
sur cool judgment and gallant action were outstanding. Your devotion 
iade a real contribution to the war effort of the United States and of our 


that the knowledge of our appreciation of these services rendered by you 
f war may be a source of satisfaction to you in time of peace. 


5 neerely yours, 
S. B. L. Penrosgs, Jr. 


rsonal wishes, George. 
SP 


‘ 


True copy] 
CrITaTION FOR BRONZE Star MeEpDAI!I 


George N. Emmanuel performed meritorious service with! the Office 
itegie Services, from March to October 1944 As leader of an American 
mission in enemy-occupied territory in the Balkans, he collected and 
smitted valuable information which was instrumental in making possible 
essful attacks against enemy shipping and troop movements. The initiative, 
fulness, and devotion to duty displayed by Captain Emmanuel in the 
of his mission reflect great credit on himself and the military service. 


Upon consideration of all the facts in this case, the committee is of 
opinion that H. R. 3333, as amended, should be enacted and 
ordingly recommends that the bill do pass. 


O 
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RR ARY 

ERRE VAN DER VEEN, MRS. MARIE VAN DER VEEN, 
HELEN WINIFRED VAN DER VEEN, AND JAN HERRE 
VAN DER VEEN 


9. 1954. Committed to the Committee of the Whole House and ordered 
to be printed 


\fr, Wa.ter, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany H. R. 3675} 


The Committee on the Judiciary, to whom was referred the bill 

H. R. 3675) for the relief of Herre van der Veen, Mrs. Marie van 

Sder Veen, Helen Winifred van der Veen, and Jan Herre van der Veen, 

having considered the same, report favorably thereon without amend- 
nt and recommend that the bill do pass. 


PURPOSE OF THE BILL 


‘he purpose of this bill is to grant the status of permanent resi- 
dence in the United States to Herre van der Veen, his wife and two 
children, all natives of the Netherlands East Indies, now known 
as Indonesia, and citizens of the Netherlands. ‘The bill also provides 
for the payment of the required visa fees and for the appropriate 
quota deductions. 

GENERAL INFORMATION 


he pertinent facts in this case are contained in a letter, dated 
December 24, 1953, from the Commissioner, Immigration and Na- 
ie pee : 
turalization Service, to the chairman of the Committee on the Ju- 
jciciary. The said letter, and accompanying memorandum, reads 
as follows: 
DEPARTMENT OF JUSTICE, 
IMMIGRATION AND NATURALIZATION SERVICE, 
December 24, 1958. 
u. CHauNcEY W. REED 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington 25, D. C. 
_ Dear Mr. Cuarrman: In response to your request of the Department of 
Justice for a report relative to the bill (H. R. 3675) for the relief of Herre van der 
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> HERRE VAN DER VEEN AND OTHERS 


Veen, Mrs. Marie van der Veen, Helen Winifred van der Veen, and Ja; ia 


van der Veen, there is attached a memorandum of information con 
beneficiaries. This memorandum has been prepared from the Immigra; 
Naturalization Service files relating to the beneficiaries by the Hartford. 
office of this Service, which has custody of those files. 

The bill would grant these aliens the status of permanent residents of Unis 
States upon payment of the required visa fee. It also directs that fou 
be deducted from the appropriate immigration quota. 

As quota immigrants the beneficiaries would be chargeable to the quota 
Netherlands. 

Sincerely, 


A. R. Mackgy, Comn 


MEMORANDUN OF INFORMATION FROM IMMIGRATION AND NATURALIZATION § 
ick Fires Re HERRE VAN DER VEEN, Mrs. MARIE VAN DER Vi H 
WINIFRED VAN DER VEEN AND JAN HERRE VAN DER VEEN, BENEFICIARY 
H. R. 3675 


The beneficiaries are Herre van der Veen, who was born in Palembang, Sy; 
Netherlands East Indies, on March 26, 1900; his wife, Marie van der \ 
van der Waart van Gulik, who was born in Olek-Leh, Sumatra, on Octobe; 
1908: their daughter, Helen Winifred van der Veen, who was born in Ba: 


Java, Netherlands East Indies, on October 25, 1936; and their son, Jan Her: 


van der Veen, who was born in Medan, Sumatra, on February 6, 1939. Thy 
all natives of the Netherlands East Indies, now known as Indonesia, a: 
of the Netherlands. Their last residence abroad was in Medan, Sumat: 


van der Veen entered the United States at New York, N. Y., on October 10. 194 


He was admitted as a Government official for the duration of his stat 
van der Veen had entered the United States previously as a Governm: 

His wife and children were admitted to the United States at San Ped ( 
on June 7,1941. They were admitted as the wife and minor children of a G 
ment official for the duration of their status. His wife and children hav: 

one entry into the United States. Deportation proceedings have bee: 

and they have been found to be deportable from the United States on t 

that Mr. van der Veen has failed to maintain the exempt status under 

was admitted and that his wife and children have remained in the United St 
after their husband/father failed to maintain his exempt status, they having 
admitted solely as the members of the family of an accredited official of a for 
government recognized by the Government of the United States. Thx 
been granted the privilege of departing voluntarily from the United Sta 
date have not availed themselves of that privilege. 

Mr. van der Veen was connected with the Netherlands Purchasing ( 
in the United States until he terminated his services with that con 
April 17, 1947. On September 22, 1952, the Secretary of State authorized 
institution of deportation proceedings against him and the members of his ta 
Mr. van der Veen is presently the president of the Vanby Corp. in New \ 
City, in which he claims to have invested between $2,000 and $3,000 and in 
he now has a one-third financial interest. He derived only $1,000 fro 
business in 1952 but he expects more this year. He receives a pension of § 
monthly from the Netherlands Government. He and his family have ass 
the United States of furniture valued at about $4,000; an automobile worth %4 
and personal effects worth about $1,000. Mr. van der Veen has app! 
11,000 guilders in a bank in the Netherlands. 

Mr, van der Veen and his family reside in Westport, Conn. Their daug 
Helen attends high school. and their son Jan attends junior high sch 
schools being located in Westport, Conn. Mr. van der Veen and his wif 
three other children born in the United States. He graduated from highi sc! 
in Amsterdam and took 4 years at a teachers’ college. She graduat: 
Faculty International School of Delft in Amsterdam. 


Mr. Morano, the author of this bill, appeared before a subcommitt 
of the Committee on the Judiciary, and recommended the enactn 
of his measure, submitting the following letter and statement 
support of this legislation: 
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Joun W. Boyp, 
ATTORNEY AT Law, 
Westport, Conn., February 24, 1958. 
Re Herre van der Veen and family 
H ALBERT P. Morano, 
, \fember of Congress, Washington, D. C. 


Dear Aut: You undoubtedly recall concerning the above persons that at the 

on in New Haven in January, you were kind enough to give me a note 
. Mr. Longo, the chief of the Hartford office of the Bureau of Immigration and 
iralization. He was most pleasant and cooperative. At the time you also 
that you would be willing to submit a private bill before Congress to enable 
the family to remain here. I am enclosing three affidavits which contain the 
background and experience of Mr. van der Veen and which are being used as the 
basis for a petition by Vanby Corp. to have him classified as a quota immigrant, 
wl services are urgently needed in the United States. 

While such petition may be granted at some future time, the proceedings for 
deportation are being pushed along and the petition does not stay the prospective 
jeportation orders. 

We have also submitted applications for suspension of deportation. With 
respect to Mr. van der Veen, I am not too sanguine of the application for suspen- 
sion being granted as he was absent from the United States during May to 
October 10, 1946, on a business trip for the Netherlands Government and, there- 
fore, he misses meeting the requirement of continuous physical presence in the 
United States for a period of 7 years immediately preceding the submission of 
he application under section 244 (a) (1) of Public Law 414, 82d Congress. He 
would qualify under that section on October 10, 1953, but that apparently will 
be too late. 

Accordingly, I would deeply appreciate your submitting the private bill which 
you suggested. The names of the wife and of the two children who are not 
citizens of the United States are as follows: 

Mrs.) Marie van der Veen, 45; Helen Winifred van der Veen, 16; Jan Herre 
van der Veen, 14. 
You will also probably recall that the van der Veens have 3 other minor children: 
Paul D., 8; Steven R., 5; and Robert C., 2; who were all born in New York City 
and who are by that fact citizens of the United States. 

Because the oldest child Helen has lived in the United States continuously 
since the age of 4 and the next one, Jan Herre, since the age of 2, they have all 
been educated in this country and are far more attached to it than they possibly 
could be to any other place. It would be in my opinion, a severe hardship on the 
der children to have to leave the United States and it would certainly be most 

nusual for us to deport three citizens even though they be minors and perhaps 
not fully aware of what their native country’s government was doing to them. 

I submit that the subject cases are extremely meritorious and that it would be 
to the advantage of the United States to have such fine people permanent 
residents and eventually citizens. 

With kindest personal regards. 

Sincerely yours, 








Joun W. Boyp. 


New York, February 16, 1953. 
STATE OF NEw YORK, 
County of New York, ss: 

Herre van der Veen, of Westport, Conn., being duly sworn, deposes and states 
as follows: 

_That he owns a one-third interest in and is the president of Vanby Corp., a 
New York corporation having its principal! office and place of business at 122 
East 42d Street; New York, N. Y. 

That Vanby Corp. is engaged in the export and import business and also is 
a manufacturer’s representative, acting as exclusive national distributors. 

That Vanby Corp. is principally, but not exclusively, engaged in trade and 
commerce of industrial equipment for electrical communications and for trans- 
portation purposes, and is also engaged in development and trading in other 
ndustrial machinery and in other items of trade. 

Chat Vanby Corp. has supplied automatic high speed transmitting and record- 
ing equipment for the worldwide United Nations telegraph communications 
system and to foreign government communications systems. 
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Chat Vanby Corp. has been and is at present assisting in the rehabilitation of 
the railroads in Indonesia, which rehabilitation is being financed by thx Exporte 
Import Bank in Washington. For this purpose Vanby Corp. supplied wood. 
working machinery and metalcutting and welding machinery last year and will 
ipply several large metalworking lathes this year. 

That Vanby Corp. through petitioner maintains close relationship with |] nited 
ndonesian Trading & Industrial Corp., one of the largest and most activ native 
ndonesian import and export houses. For this relation Vanvy Corp. last veer 
irchased and shipped to Indonesia approximately $150,000 worth of tires ‘and 
I for cars and trucks applied by the United States Rubber Co. and its aff. 


I 
I 
p 
tupes 

ates Vanby Corp. has also supplied other items for the transportation industry 
in Indonesia, such as car and truck batteries. , 

That Vanby Corp. has purchased and exported and will purchase and export 
gasoline and diesel engine sets with electrical generators to United Ih donesian 
Trading & Industrial Corp. for purposes of supplementing the existing power utility 
system in Indonesia. R 
“ That Vanby Corp. assisted in arranging for the Coca-Cola franchise for the 
capital of Indonesia and its environs for United Indonesian Trading & hh dustria] 
Corp and is now engaged in purchasing and shipping the equipment and the 
parts to put the bottling plant at Djakarta, Indonesia, in operation. 

That Vanby Corp. purchased and exported other industrial equipment and 
electric motor-generator sets and general merchandise to HKurope and the Far 
East and South America, including such items as refrigerators, cox kstoves, 
batteries, textiles, old newspapers, etc. 

That Vanby Corp. maintains a close relationship with J. B. Dove Electronies 
Co., of Philadelphia, Pa., for which it is the exclusive nationwide distributor, 

That Vanby Corp. has been successful in developing, in cooperation with the 
J. B. Dove Electronics Co., a series of electrical prepackaging apparatus which 
is now standard equipment with such store chains as Food Fair, Grand Union, 
and the New England division of the Great Atlantic & Pacific Tea Co 

That Vanby Corp. through petitioner has been approached by R. W. Cramer 
Co. of Centerbrook, Conn., with a proposal to develop and handle that company’s 
export trade, principally in Western Europe, of its standard products, precision 
iming devices, used principally in equipment and automatic machinery where 

igh degree of accuracy is required in timing of recurrent operations. 

That Vanby Corp. maintains close relationship through one of its other officers, 
with McElroy Manufacturing Corp. of Littleton, Mass., manufacturers of com- 
munications equipment, now under contract with the United States Government 
for the manufacture of such items as communications training equipment and 
specialized equipment for military application and that Vanby Corp. has sold 
and is selling McElroy equipment. 

That Vanby Corp. in its activities described above is making a small but 
increasingly beneficial contribution to the national economy, cultural! interests, 
and welfare of the United States, 

That petitioner, as president of Vanby Corp., has been to a very large extent 
responsible in organizing the company’s activities and in negotiating the technical 
commercial and financial details of its contracts and orders, and that the continued 
existence and further progress of Vanby Corp, is dependent upon his active and 
continued association with the corporation as its president, 

That, in view of the foregoing, petitioner respectfully requests that his status 
as alien in the United States be adjusted in conformity with the present Immigra- 
tion and Naturalization laws. 

That upon his becoming a citizen of the United States, his past experience in 
the theoretical, technical, and commercial aspects in the electrical communications 
and technical field will become available to the classified sections of the industry, 
including radar, where a continued shortage of experienced personnel exists. 


HERRE VAN DER VEEN. 


Subscribed and sworn to before me this 20th day of February 1953. 


[SEAL] Herman L, Ister, _ 
Notary Public. 


Upon consideration of all the facts in this case, the committee is of 
the opinion that H. R. 3675, should be enacted and accordingly 
recommends that the bill do pass. 


O 
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pREAE SZEMAJA SEGAL AND ICEK HERSZ SEGAL 


prit 12, 1954.—Committed to the Committee of the Whole House and ordered 
to be printed 


Mr. Hypr, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany H. R. 3743] 


The Committee on the Judiciary, to whom was referred the bill 
. R. 3743) for the relief of Joseph David Segal, Chaim Szemaja 
egal, and Icek Hersz Segal, having considered the same, report 
avorably thereon with amendments and recommend that the bill, 
samended, do pass. 

The amendments are as follows: 

On page 1, line 4, strike out the name “Joseph David Segal,”’. 

On page 1, line 4, after the name “(Chaim Szemaja Segal’’ delete the 


On page 2, line 1, strike out the word “three” and substitute “two”. 
Amend the title so as to read: 


A bill for the relief of Chaim Szemaja Segal and Icek Hersz Segal. 
PURPOSE OF THE BILL 


The purpose of this bill, as amended, is to grant the status of per- 
manent residence in the United States to Chaim Szemaja Segal and 
eek Hersz Segal, natives and citizens of Poland. The bill also pro- 
ides for the payment of the required visa fees and for the appropriate 
uota deductions. 

The bill as originally introduced was designed to grant the status 
permanent residence in the United States to 3 brothers, the 2 listed 
bove, and Joseph David Segal, who died in August of 1953. The 
ill has been amended accordingly. 


GENERAL INFORMATION 


The pertinent facts in this case are contained in a letter dated No- 
ember 16, 1953, from the Commissioner, Immigration and Naturali- 
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zation Service, to the chairman, Committee on the Judici 
said letter, and accompanying memorandum, reads as follows 


DEPARTMENT OF JUSTICE, 
IMMIGRATION AND NATURALIZATION Si 
Nove mi 
Hon. CuHauncey W. REED, 
Chairman, Committee on the Judiciary, 
House of Re presentatives, Washington, a t. 


Dear Mr. CuHarrMAN: In response to your request of the Di | 
Justice for a report relative to the bill (H. R. 3743) for the relief of J h Da B 
Segal, Chaim Szemaja Segal, and Icek Hersz Segal, there is annexed p 
dum of information from the Immigration and Naturalization Sery af 
cerning the beneficiaries. ' 

The bill would grant the aliens permanent residence in the United § 
payment of the required visa fees. It would also direct that thre¢ 
deducted from the appropriate immigration quota. 

The aliens are chargeable to the Polish quota. 

Sincerely, 


A. R. Mackey, Com St 


MEMORANDUM OF INFORMATION FROM IMMIGRATION AND Nari 
Service Fires RE JoserpH Davip SEGAL, CHAIM SzEMAJA SEGAI » | : 
Hersz Secat, BENEFICIARIES OF H. R. 3743 la 


The aliens, Joseph David Segal, also known as Josef Dawid S 
Szemaja Segal, and Icek Hersz Segal, are natives and citizens of Pola 
were born February 15, 1931, June 3, 1927, and May 17, 1929, r 
Josef and Icek arrived in the United States at New York, N. Y., 
on the steamship Conte Biancamano on August 22, 1950. Chaim arr 1 int St 
United States at New York, N. Y., as a student on the steamship //: 
on December 4, 1950. All the aliens have remained longer than pe: 
law and deportation proceedings are pending against them. They 
cations for preexamination and voluntary departure in lieu of deportat 
were granted but have not departed voluntarily because no quota 
available for them. tl 
The aliens are brothers and have no other relatives in the United States re 
are single and are studying to be rabbis. They stated that the 
Ostrow, Poland, until December 1939, at which time, because of t 
invasion, they fled to Rutki Kasaki, the Russian-occupied part of Polar 
were arrested by the Russians in 1940 and were released in 1941 as I: 
ghers. They lived in Buzulug, Russia, until 1946, when they returned 
Through the efforts of the Agudath Israel, a Jewish religious orga 
aliens were permitted to go toa Hebrew Talmudical seminary in Versa Fre 
in 1947, where they remained until they left France to come to the United States 
The aliens have been students of religion and the Hebrew lear 
childhood. Their father was a rabbi. After their arrival in the U: 
they attended Mesifta Talmudic Seminary for a few months, and 
ferred to the Rabbinical Academy where they are still pursuing a 
course. The Rabbinical Academy attends to all of their financial 
they live at the dormitory there. In addition, the aliens are attendin; 
classes four times a week, at Thomes Jefferson High School, and are st 
English, American history, world history, and problems in democra 
plan to study at the Rabbinical Academy for 2 or 3 more years, at 
which time they intend to become rabbis. 


Mr. Keogh, the author of this bill, appeared before a subcommitt 
of the Committee on the Judiciary and recommended the enactment 
of his measure, submitting the following letter in its suppor' 
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RABBINICAL ACADEMY OF THE 
YesHIvA Mesivra Rassr Cuaim BERLIN, 
Brooklyn, N. Y., March 95, 1954. 
ENE a: KEOGH, 
of representatives, 
Washington, D. C. 
:ABLE Sir: It is with a fervent prayer on my lips that I am writing this 
yu, honorable sir, for the relief of Chaim Szemaja and Icek Segal. The 
ire brothers and have no other relations in the United States. Their 
Joseph David, of blessed memory, passed away the late part of August. 
lent, he lost his balance and fell out of the window. Such a misfortune 
; for itself. After being liberated from the Nazis and the Communists and 
tasting the freedom in the United States, Joseph David Segal lost his life 
ther Segal brothers, outstanding Talmudical students and great scholars 
idie research, cannot and do not want to return to Poland, a country 
he communistic regime, where they will have no freedom at all and will be 
ited on account of their belief and religion, which is contrary to their ideas. 
r beloved country, the United States of America, will surely grant a favorable 
1 to the Segal brothers by granting them permanent residence in the United 
where they will be able to render spiritual guidance and advice to the 
vy Orthodox Divinity groups. 
r entire future depends upon the outcome of the hearing at the House 
ary Committee. Please have pity on two broken souls who are, in the 
hour of their desperation, waiting and praying for your favorable decision 
r behalf. 
sa clergyman, may I extend my wholehearted support to this matter and I 
fully believe that immediate consideration will be extended for their benefit and 
the Almighty will surely reward you with good health and good fortune that you 
ld be able to render justice and services to our fellow citizens in the United 


Sincerely yours, 
tabbi SipNEY HarcszTarRK, 
Executive Director. 


Upon consideration of all the facts in this case, the committee is of 
the opinion that H. R. 3743 should be enacted and accordingly 
recommends that the bill do pass. 
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JEAN SUTHERLAND 


1954 Committed to the Committee of the Whole House and ordered 
to be printed 


GRraHAM, from the Committee on the Judiciary, submitted the 
following 


REPORT 
{To accompany H. R. 3907} 
lhe Committee on the Judiciary to whom was referred the bill 
H. R. 3907) for the relief of Jean Sutherland, having considered the 
e, report favorably thereon without amendment and recommend 
i the bill do pass 
PURPOSE OF THE BILL 


he purpose of this bill is to grant the status of permanent residence 
the United States to Jean Sutherland, a native of Australia. The 
ilso proves for the payment of the required visa fee and for the 
ropriate quota deduction. 


GENERAL INFORMATION 
The pertinent facts in this case are contained in a letter from the 

Commissioner, Immigration and Naturalization Service, 
ted December 9, 1953; to the chairman of the Committee on the 
diciary. The said letter, and accompanying memorandum reads 


5 follow s: 


DECEMBER 9, 1953 
Cuauncey W. Resp, 
uirman, Committee on the Judiciary, 
House of Representatives, Washington 25, D. C 

Deak Mr. CuHarrRMAN: In response to your request of the Department of 
stice for a report relative to the bill (H. R. 3907) for the relief of Jean Suther- 
i, there is attached a memorandum of information concerning the beneficiary 

memorandum has been prepared from the Immigration and Naturalization 
rvice files relating to the beneficiary by the Philadelphia, Pa., office of this 

e, Which has custody of those files 
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DR. ORLANDO ARTUSO AND FAMILY 


Aprit 12, 1954.—Committed to the Committee of the Whole House and ordered 
to be printed 


Mr, Grawam, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany H., R. 4330] 


The Committee on the Judiciary to whom was referred the bill 
(H. R. 4330) for the relief of Dr. Orlando Artuso and family, having 
considered the same, report favorably thereon with amendments and 
recommend that the bill do pass. 

The amendments are as follows: 

On page 1, lines 3 and 4, strike out “immigration and naturalization 
laws” and substitute ‘Immigration and Nationality Act’’. 

On page 1, line 8, strike out the words “‘visa fee and head tax.”’ and 
substitute ‘visa fees.’”’ 


PURPOSE OF THE BILL 


The purpose of this bill, as amended, is to grant the status of per- 
manent residence in the United States to Dr. Orlando Artuso, his 
wife and two minor children, all natives and citizens of Italy. The 
bill also provides for the payment of the required visa fees and for 
appropriate quota deductions. The bill has been amended to conform 
with the language of the Immigration and Nationality Act. 


GENERAL INFORMATION 


_The pertinent facts in this case are contained in a letter, dated 
November 16, 1953, from the Commissioner, Immigration and 
Naturalization Service, to the chairman of the Committee on the 


Judiciary. The said letter, and accompanying memorandum, reads 
as follows: 


42007 





2 


DR. ORLANDO ARTUSO AND FAMILY 


DEPARTMENT OF JUSTICE. 
IMMIGRATION AND NATURALIZATION Spry; 
Vovember 16, 
Hon. Cuauncey W. REED, 
Chairman, Committee on the Judiciary, 
House of Repre sentatives, Washington, go. 4, 


Dear Mr. CHAIRMAN: In response to your request of the Depart 
Justice for a report relative to the bill (H. R. 4330) for the relief of Dy Or 
Artuso and family, there is annexed a memorandum of information 
Immigration and Naturalization Service files concerning the beneficiar 

The bill would grant the aliens permanent residence in the United Sta 
payment of the required visa fees and head tax. It would also direct that 
necessary quota numbers be deducted from the appropriate immigratio 

It is noted that the Immigration and Nationality Act does not r 
payment of head tax. The aliens are chargeable to the quota of Italy. 

Sincerely, 


A. R. Mackey, Comn 


MEMORANDUM OF INFORMATION FROM IMMIGRATION AND NATURA! 
SeRvicE Fites RE Dr, ORLANDO ARTUSO AND Famity, BENEFICIA! 
H. R. 4330 


The aliens, Dr. Orlando Artuso, Maria Artuso and minor children, Dor 
ind Rafael, are a family consisting of a father, mother, and two childri 
natives and citizens of Italy; ages 37, 31, 8 and 5, respectively. They last « 
the United States on October 21, 1948, as temporary visitors 

Extensions of stay were granted until April 22, 1950. On March 29 
further extensions of stay were denied and they were ordered to depart { 
United States Warrants of arrest in deportation proceedings were 
October 15, 1951, and after a hearing they were ordered deported { 
United States. Their deportation has been held in abeyance pending 
come of private legislation. 

Dr. Artuso is a physician, who is employed as an intern at the Astoria Gi 
Hospital. He was a member of the University Student Fascist Youth, in It 
from 1938 to 1943. He has stated that the only reason he joined this organiza 
tion was in order that he might be permitted to take his examination to becom 
a doctor. He served in the armed forees of lialy from July 1941 to May 143 
The entire family resides at 20-59 20th Street,-Astoria, Queens, N. Y. 

Dr. Artuso has testified that he-has received-finaneial.assistance for the mai 
tenance of his family from his father-in-law, Mr. Ralph Capani, of Latrob, Pa, 
and from his brother, Frank Artuso of 1661 75th Street, Brooklyn, N.Y. Bot 
Mr. Ralph Capani and Mr. Frank Artuso are United States citizens. 1 
mother of the female alien is also a United States citizen, residing in this countr 
There appear to be no other close relatives residing in the United States 


On March 11, 1954, Representative Kelley of Pennsylvania, 
author of this bill wrote to the chairman of the Committee on th 


Judiciary in support of this bill. His letter, with enclosures, reads 


as follows: 
CONGRESS OF THE UNITED STATES, 

HovusE or REPRESBNTATIVES, 
Washington, D,. C., March 11, 195 

Hon. Cuauncey W. Regen, 

Chairman, Committee on the Judiciary, 
House of Representatives, Washington 25, D. C. 
My Dear Cuauncey: While I realize fully that you are burdened at thi 


in the session with a great number of legislative matters, still I am taking the 
liberty to bring to your attention the private bill in which I am quite personal) 
interested. This is the bill I introduced last session for Dr. Orlando Artuso and 


family, H. R. 4330. 


I am enclosing letters from the three hospitals Dr. Artuso has worked witl 


since March 13, 1950, at which time he entered service as an intern with 
Astoria General Hospital, Long Island City, N. Y. 


I would be most appreciative if you could see your way clear to grant an excep- 
tion, available under Rule 9, to your rules of procedure and check on this most 


worthwhile case. 
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DR. ORLANDO ARTUSO AND FAMILY 3 


\lexian Brothers Hospital with whom Dr. Artuso became affiliated January 
ade application for Dr. Artuso under form 1-129, March 2, 1954, with 
and Naturalization Service. This new petition was necessary by 
the change in hospitals but its approval is expected momentarily. 
I shall be pleased to keep you advised, 
lest personal regards, I am, 
rely yours, 
AuGuUSTINE B. KELLEY, Member of Congré 


ELizaABETH, N. J., Marc 195 
) MENT OF JUSTICE, DEPARTMENT OF IMMIGRATION, 
Wa hinagton D. ¢ 
i mIt May Concern 


to certify that Orlando Artuso started as an intern in our hospital on 


:. 1954 
() is an all male general hospital, situated in an industrial area and our need 
terns is very pressing at the present time. We very much need Dr. Artuso 


t of interns for he is an excellent worker, sober and cooperative in every 
that it is very difficult to obtain interns is also a very 


important 
ison for allowing Dr. Artuso to remain on our house staff 


The daily census 
spital since the beginning of the year has been the highest in its history. 


(cain, we ask that Dr. Artuso be allowed to remain with us on our list of 


Very truly yours, 
ALEXIAN BROTHERS HospPITAt, 
Bro. THEOPHANE LAWRENCE, Administrator. 


City or New York, 
DEPARTMENT OF HospITALs, 
SYDENHAIN HospPITAL, 
New York, N. Y., March 1, 1954. 
DEPARTMENT OF JUSTICE, DEPARTMENT OF IMMIGRATION, 


Washington, D. C. 
To Whom It May Concern: 


Dr. Orlando Artuso was a resident in anesthesiology at Sydenham Hospital 


from January 1, 1953, to December 31, 1953. During this time he did his work in 


i very commendable manner. He is of good moral character, professionally 
thical, and would make a good practicing physician. 
We highly recommend him, 
Very truly yours, 
M. C. Fiscuvan, M. D., 
Secretary, Medical Board. 


AstrortA GENERAL HospITA., 
ASTORIA SANITARIUM, INC., 
Long Island City, N. Y., February 27, 1954. 


rED StaTES IMMIGRATION DEPARTMENT, 
Washington, D. C. 
Dear Sirs: This is to certify that Dr. Orlando Artuso was employed by us 
san intern from March 13, 1950, to December 31, 1952. 


During that time his behavior and conduct was exemplary and conduct was 
ry satisfactory. 


lam sure that he will be a good citizen of this country as he was always loyal 
hile he was employed by us. 
Respectfully yours, 
JoserH J. Draco, M. D., President. 
Upon consideration of all the facts in this case, the committee is 
of the opinion that H. R. 4330, as amended, should be enacted and 
accordingly recommends that the bill do pass. 


0 
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HAN JONG HAING 


1954.—Committed to the Committee of the Whole House and ordered 
to be printed 


\fr. Watrer, from the Committee on the Judiciary, submitted the 
following 


REPORT 


{To accompany H. R. 6148] 


The Committee on the Judiciary, to whom was referred the bill 
H. R. 6148) for the relief of Han Jong Haing, having considered the 
same, report favorably thereon without amendment and recommend 
that the bill do pass. 

PURPOSE OF THE BILL 


The purpose of this bill is to facilitate the admission into the United 
States of Han Jong Haing, a Korean orphan, for the purpose of adcp- 


tion by citizens of the United States. 


GENERAL INFORMATION 


The pertinent facts in this case are contained in a letter, dated 
January 7, 1954, from the Commissioner, Immigration and Naturaliza- 
tion Service to the chairman of the Committee on the Judiciary. 
The said letter and accompanying memorandum read as follows: 


DEPARTMENT OF JUSTICE, 
IMMIGRATION AND NATURALIZATION SERVICE, 
Washington, January 7, 1954. 
Hon. Coauncey W. Reep, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington 25, D. C. 


Dear Mr. CHarrMAN: In response to your request of the Department of 
Justice for a report relative to the bill (H. R. 6148) for the relief of Han Jong 
Haing, there is attached a memorandum of information concerning the beneficiary. 
his memorandum has been prepared from the Immigration and Naturalization 
Service files relating to the beneficiary, by the San Francisco, Calif., office of this 
Service, which has custody of those files. 

rhe bill is intended to confer nonquota status upon the alien child pursyant 
to sections 101 (a) (27) (A) and 205 of the Immigration and Nationality Act, by 
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2 HAN JONG HAING 


providing that the child shall be considered the natural-born alien child of Upj 
States citizens. 

As a quota immigrant the child would be chargeable to the quota of Japa, 
However, he may be eligible for the issuance of a nonquota immigrant visa under 
section 6 of the Refugee Relief Act of 1953 (Public Law 203, 83d Cong 


Sincerely, 5 . 
A. R. Mackey 
Commissioner 


MEMORANDUM OF INFORMATION FROM IMMIGRATION AND NATURALIZAT) 
Service Fires Re Han Jone Haine, BENeEFIcIARY or H. R. 6148 


The beneficiary, Han Jong Haing, is a 7-year-old child, a native and citize; 
Japan, exact place and date of birth unknown. He has never been in the Unit 
States. He is the child of Japanese parents, names not known, who took 1 
beneficiary to Korea some years ago. His mother died and the father remarr 
to a Korean woman, by — he now has several children. He has agreed to thy 
adoption of the beneficiary by Bill Frye, Jr., whose address is 231st Transpor 
Truck Battalion, A. P. O. 358. 

Sponsors of the beneficiary are the parents of Bill Frye, ie and they reside ing 
mountainous area approximately 4 miles from Myers Flat, Calif. Mr. Frye, §; 
is superintendent of the John Tsarnos mill, a lumber mill, and he is regard 
locally as a very responsible person. They own their own home, and the bene. 
ficiary would presumably reside with them. 

Information has not been furnished as to the probable date of return t 
United States of Bill Frye, Jr., nor as to the possible adoption of the beneficiar 
by Bill Frye, Jr. Due to the nav ailability of Mr. Frye, Jr., we are not advised 
as to whether he has explored the possibility of an unmarried person qualifying 
under California State law and procedure as an adoptive parent. 

Information as to the financial position of Mr. Frye, Jr., and employment 
possibilities upon return to civilian life, has not been supplied this office 


Mr. Scudder, the author of this bill, submitted the following lette: 

in support of his measure: 
CONGRESS OF THE UNITED STATES, 
House OF REPRESENTATIVES 
Washington, D. C., March 23, 195 
Hon. Cuauncey W. REEp, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D. C. 

Dear CotieaGcue: I refer to your letter of January 18 with which you enclose 
copy of report from the Department of Justice on my bill, H. R. 6148, for th 
relief of Han Jong Haing. This bill provides that the minor child menti 
shall be held and considered to be the natural-born alien child of Mr. and Mr 
D. C. Frye, citizens of the United States who reside at Myers Flat in my district 
in California. 

As heretofore indicated, Sgt. Bill F. Frye, Jr., ER56064839, 231st Transporta- 
tion Truck Battalion, APO 358, c/o PM, San Francisco, Calif., son of Mr. and 
Mrs. Frye mentioned in my bill, has been in Korea for some time and has beer 
making every effort to bring Han Jong Haing, a Korean orphan, back to the 
United States with him when he returns. 

Sergeant Frye went through adoption proceedings for this boy under 
Korean law. The California law requires two adoptive parents, so Mr. and 
Mrs. Frye, the parents of Sergeant Frye, furnished an affidavit (May 11, 1953 
to cover this phase of the matter, which is included in the evidence submitted 
to your committee in support of my bill. 

Unfortunately, conflicting information has heretofore been furnished as to th 
exact age of Han Jong Haing. According to the last statement from Mrs. Frve 
it appears that the boy was 16 years of age when the papers were filed. | als 
call your attention to the statement of Mrs. Frye dated June 1, 1953, which is 
on file with your committee. 


af 


In the report on my bill furnished your committee by the Department o! 
Justice, the Commissioner of Immigration suggested that Han Jong Haing may 
be eligible for a nonquota immigrant visa under the Refugee Relief Act. Sect 
5 relating to orphans refers to those under 10 years of age at the time the visa 


issued. This, of course, would preclude consideration for Han Jong Haing 
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HAN JONG HAING 3 


Some time ago an application was filed with the American consul in Korea 
for the issuance of an immigrant visa for this boy. In February of this year I 
was advised by the consul that a valid Korean passport had been submitted in 
behalf of Han Jong Haing and the documentation in his case is complete. How- 
ever, in view of the status of the waiting list he indicated it would probably be 
within the next 4 or 5 months before his name could be reached, at which time he 
would be ealled in for a medical examination and final consideration of his case 
It is my understanding that Sergeant Frye has been in Korea for at least 
several vears. He is anxious to return to the United States but does not desire 

leave Han Jong Haing there. 

| am ealling these developments to the attention of your committee and if, 

ider the circumstances mentioned, consideration of my bill is in order, I shall 
appreciate as prompt attention thereto as your schedule permits. 


Sincerely yours, 


S 


HusBert B. ScuppEr. 


In addition, Mr. Scudder submitted the following documents in 
support of H. R. 6148: 


Myers Fuat, Cauir., May, 11, 1953. 
10 Whom It May Concern: 

This is to certify, that we the undersigned, D. C. and Delores Frye, wish to make 
known our desire to adopt and take into our home as our very own, a little Korean 
orphan child, mentioned in foregoing letters. 

We wish to state that we are in a position to bring him up with all the necessities, 
that every child is entitled to, that he will be loved, protected, and cared for by us, 
and not be allowed to become a county charge. 

Our one desire in adopting this little boy, is to try in a measure to make up for 
his unhappy past life, and share our home and love with him. We have one son, 

the United States Army, who has been in contact with this little boy, and he 
happily shares our thoughts and intentions, in doing so. 

D. C. Frye, Father. 
DeE.LorEs Frye, Mother. 
StaTE OF CALIFORNIA, 
County of Humboldt, ss. 

On this 11th day of May, 1953, before me, G. F. Cloney, a notary public in and 
for said county, personally appeared D. C. Frye and Delores Frye known to me 

) be the persons whose names are subscribed to the within instrument, and 
acknowledged to me that they executed the same. 

Witrress my hand and official seal, 

[SEAL] G. F. CLoney, 

Notary Public in and for the County of Humboldt, State of California. 





HEADQUARTERS, 231st TRANSPORTATION TRUCK BATTALION, 
APO 358, April 26, 1958. 
Subject: Letter of Recommendation. 
To Whom It May Concern: 


Corporal Frye has requested a moral recommendation from me which I am 
more than happy to give. 

Corporal Frye is one of the cleanest cut and most dependable young men 
that it has ever been my pleasure to come in contact with. His character is of the 
type that the Army so seriously needs in its noncommissioned and commissioned 
ranks but so rarely has. 

If any further recommendation be necessary, I shall be most happy to give it 
upon request. 
J. C. HEFFNER, 
Captain, TC Battalion S-4. 


: Buiockssura, Cauir., March 3, 1958. 
To Whom It May Concern: 
_ Dear Sir: I am happy to write in behalf of Bill Frye, Jr., who wishes to bring 
home a little Korean boy with him upon his completion of duty in Korea. 

Bill is a capable boy, I have every confidence in his character and ability to 
provide and make a fine clean Christian home for this boy who we sincerely hope 


you will release into his care. 





HAN JONG HAING 


I have known Bill for about 15 years. He comes from a home 
and has always been very neat, thoughtful of others, and lived a 
and clean life 

I am a minister of the Assembly of God, headquarters in Springfield, Mo 
Bill was converted in my church about 13 or 14 years ago. He has been a leader 
among our young people and the desire for this boy, to make a home for him jg 
only one of the good qualities that show his devoted life to live for others 

If there is any other information you would like to know that I can give you, 
I will be happy to do so. 

Sincerely, 


respect, 
lesome 


SYLVIA WATKINS 
Pastor of Church of Blo 


Myers Fuat, CaAuir., June 


This is to make a correction in the age of the little Korean boy, ou 
Bill F. Frye, Jr., is trying to obtain permission to bring home with hit 
his age as 9, through error, and he is listed in Korea as 16. Which mea 
they are considered a year old at birth. I am sorry. 

Mrs. D. ¢ 


THe ForeEIGN SERVICE OF THE UNITED STATES OF AMERICA, 
CONSULAR Section, AMBRICAN EMBAssy 
APO 59, c/o Postmaster, San Francisco, Calif., March 25, 1953 


Biri Frye, Jr., 
Headquarters, 231st Transportation Truck Battalion, 
APO 301, Korea. 


Srr: The receipt is acknowledged of your letter dated March 14, 1953 in whieh 
you request further information regarding the possibility of adopting and taking 
a Korean minor child to the United States for permanent residence. 

Though a large number of Koreans have applied with this office for immigration 
to the United States for permanent residence, only a few have been able to properly 
qualify as quota immigrants under the immigration law. The Korean quota is 
therefore current and properly qualified applicants may be issued quota visas as 
soon as the administrative requirements of the law have been completed. This 
can usually be accomplished within a period of from 3 to 6 months. 

As there are enough applicants already on the quota waiting list to use up the 
entire quota for a period of several months, the possibility does exist that a large 
group of these previously registered applicants may become qualified and cause the 
quota to become oversubscribed. As mentioned above, however, very few of the 
applicants previously registered have been able to qualify and the Korean quota 
is now considered to be current. 

Very truly yours, 
CuHaAR.ES B. Bore Lt, 
American Consul, 


Upon consideration of all the facts in this case, the committee is of 
the opinion that H. R. 6148, should be enacted and accordingly 
recommends that the bill do pass: 


O 
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FEDERAL-AJID HIGHWAY ACT OF 1954 


.OF MICH. 
PR 27 1954 
Ub ARYD onpero. from the committee of conference, 


submitted the following 


CONFERENCE REPORT 


APRII 13, 1954 Ordered to be prir ted 


[To accompany H. R. 8127] 


The committee of conference on the disagreeing votes of the two 
Houses on the amendment of the Senate to the bill (H. R. 8127) to 
amend and supplement the Federal-Aid Road Act approved July 11, 


1916 (39 Stat. 355), as amended and supplemented, to authorize 
appropriations for continuing the construction of highways, and for 
other purposes, having met, after full and free conference, have agreed 
to recommend and do recommend to their respective Houses as 
follows: 

That the House recede from its disagreement to the amendment of 
he Senate and agree to the same with an amendment as follows: 

In lieu of the matter proposed to be inserted by the Senate amend- 
ment insert the following: 

Strike out all after the enacting clause and insert That, for the purpose 
yf carrying out the provisions of the Federal-Aid Road Act approved July 
M1, 1916 (39 Stat. 355), and all Acts amendatory thereof and supple- 
mentary thereto, there is hereby authorized to be appropriated the sum of 
§700,000,000 for the fiscal year ending June 30, 1956, and a like sum for 

fiscal year ending June 30, 1957. 

The sum herein authorized for each fiscal year shall be available for 
penditure as follows: ' 

(a) $315,000,000 for projects on the Federal-aid primary highway 

stem. 

7) $210,000,000 for projects on the Federal-aid secondary system. 

(e) $175,000,000 for projects on the Federal-aid primary highway 
stem in urban areas, and for projects on approved extensions of the 
federal-aid secondary system within urban areas 

The sums authorized by this section for each fiscal year, respectively, 

all be apportioned among the several States in the manner now provided 

law and in accordance with the formulas set forth in section 4 of the 
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> FEDERAL-AID HIGHWAY ACT OF 1954 


Federal-Aid Highway Act of 1944, approved December 20, 1944, (53 
Stat. 838). 

Any sums apportioned to any State under the provision of this sectigr 
shall be available for expenditure in that State for two years after the cloge 
of the fiscal year for which such sums are authorized, and any amounts 
so apportioned remaining unexpended at the end of such period shall lapse: 
Provided, That such funds for any fiscal year shall be deemed to have heey 
expended if a sum equal to the total of the sums apportioned to the State 
for such fiscal year is covered by formal agreements with the Secretary of 
Commerce for the improvement of specific projects as provided by this Ac: 
Provided further, That in the case of those sums heretofore, herein. op 
hereafter a pportioned to any State for projects on the Federal-aid s: condary 
highway system, the Secretary of Commerce may, upon the request of any 
State, discharge his responsibility relative to the plans, specification: 
estimates, surveys, contract awards, design, inspection, and construction 
of such secondary road projects by his receiving and approving a certified 
statement by the State highway department setting forth that the plans 
design, and construction for such projects are in accord with the standards 
and procedures of such State applicable to projects in this category 
approved by him: Provided further, That such approval shall not be give 
unless such standards and procedures are in accordance with the objectives 
set forth in section 1 (b) of the Federal-Aid Highway Act of 1950: Pro. 
vided further, That nothing contained in the foregoing provisos shall ly 
construed to relieve any State of its obligation now provided by law relatin 
to maintenance, nor to relieve the Secretary of Commerce of his obligation 
with respect to ihe selection of the secondary system or the location of 
projects thereon, to make a final inspection after construction of eal 
project, and to reyuire an adequate showing of the estimated and actual 
cost of construction of each project: Provided further, That not more tha 
10 per centum of the amount apportioned to each State under subpan- 
graphs (a), (b), or (c) of this section may be transferred from the appor- 
tionment under one subparagraph to the apportionment under either of 
the other subparagraphs: Provided further, That such transfer is request 
by the State highway department and is approved by the Governor of sail 
State and the Secretary of Commerce as being in the public interes 
Provided further, That the total of such transfers shall not increase thy 
original apportionment under any subparagraph by more than 10 pe 
centum: Provided further, that the transfers hereinabove permitted for 
funds authorized to be appropriated for the fiscal years ending Jun 
1956, and June 30, 1957, shall likewise be permitted on the same basi: 
for funds heretofore or hereafter authorized to be appropriated for any 
prior or subsequent fiscal year: And provided further, That nothing hereii 
contained shall be deemed to alier or impair the authority contained 
the last proviso to subparagraph (b) of section 3 of the Federal-Aid 
Highway Act of 1944. 

Sec. 2. (a) For the purpose of expediting the construction, reconstrit- 
tion, and improvement, inclusive of necessary bridges and tunnels, of th 
national system of interstate highways, including extensions thereof throus! 
urban areas, designated in accordance with the provisions of section 7 of 
the Federal-Aid Highway Act of 1944 (68 Stat. 838), there is hereby 
authorized to be appropriated the additional sum of $175,000,000 for 
fiscal year ending June 30, 1956, and a like additional sum for the fiseal 
year ending June 30, 1957. The sum herein authorized for each fsea 
year shall be apportioned among the several States in the following manner: 
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‘n the ratio which the population of each State bears to the total 

of all the States, as shown by the latest available Federal 
Provided, That no State shall receive less than three-fourths of 1 
m of the money so apportioned; and one-half in the manner now 
a y law for apportionment of funds for the Federal-aid primary 


oust a AD ided further, That the Federal share payable on account of 
a ject on the national system of interstate highways provided for by 
‘nds made available under the provisions of this section shall be inereased 


to 60 per centum of the total cost thereof, plus a percentage of the remaining 
i) per centum of such cost in any State containin ug unappropriated and 
imreserved public lands and nontaxable Indian lands, individual and 
tribal, exceeding 5 per centum of the total area of all lands therein, equal 
to the percentage that the area of such lands in such State is of its total 
ared 

Any sums apportioned to any State under the provisions of this 
section shall be available for expenditure in that State for two years after 
the ype of fiscal year for which such sums are authorized: Provided, 
That such funds shall be deemed to be expended upon execution of formal 
agreements with the Secretary of Commerce for the improvement of 
specific projects under this section. 

c) Any amount apportioned to the States under the provisions of this 
section unexrpended at the end of the period during which it is available 
for expenditure under the terms of subsection (b) of this section shall lapse. 
Sec. 3. For the purpose of carrying out the provisions of section 23 
of the Federal Highway Act (42 Stat. 218), as amended and supple- 
mented, there is hereby authorized to be appropriated (1) for forest high- 
nays the sum of $22,500,000 for the fiscal year ending June 30, 1956, 
and ld like sum for the fiscal year ending June 30, 1957; and (2) for forest 

lopment roads and trails the sum of $24,000,000 for aS fiscal year 


ending June 30, 1956, and a like sum for the fiscal year ending June 30, 
1: Provided, That with respect to any proposed construction or recon- 
struction of a timber access road, advisory public hearings shall be held 


at a ; ie convenient or adjacent to the area of construction or reconstruc- 
tion with notice and reasonable opportunity for interested persons to 
present their views as to the practicability and feasibility of such con- 
struction or reconstruction: Provided further, That hereafter funds 
wailable for forest development roads and trails shall also be available 
for vehicular parking areas: Provided further, That the appropriation 
herein authorized for forest high ways shall be ao by the Secretary 
of Commerce for expenditure in the several States, Alaska, and Puerto 
Rico in accordance with the provision of section 3 83 of the Federal-Aid 
Highway Act of 1950. 

Sec. 4. (a) For the construction, reconstruction, and improvement of 
roads and trails, inclusive of necessary bridges, in national parks, 
monuments, and other areas administered by the National Park Service, 
including areas authorized to be established as national parks and 
monuments, and national park and monument approach roads authorized 
by the Act of January 31, 1931 (46 Stat. 1053), as amended, there is 
hereby authorized to be appropriated the sum of $12,500,000 for the 
fiscal year ending June 30, 1956, and a like sum for the fiscal year 
ending June 30, 195? 

b) For the construction. reconstruction, and improveme nt of parkways, 
ruth orized by Acts of Congress, on lands to which title is vested in the 
United States, there is hereby authorized to be appropriated the sum of 


( 
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$11,000,000 for the fiscal year ending June 30, 1956, and a like sum fy 
the fiscal year ending June 30, 1957. 

(ce) For the construction, improvement, and maintenance of Indig, 
reservation roads and bridges and roads and bridges to provide access 4, 
Indian reservations and Indian lands under the provisions of the Ac 
approve d May 26, 1928 (45 Stat. 750), there is hereby authorized to }, 
appropriated the sum of $10,000,000 for the fiscal year ending June 30 
1956, and a like sum for the fiscal year ending June 30, 1957: Provided 
That the location, type, and design of all roads and bridges constructed 
shall be approved by the Secretary of Commerce before any expenditures 
are made thereon, and all such construction shall be under the general 
supervision of the Secretary of Commerce. 

Sec. 5. For the purpose of carrying out the provisions of section 10 of 
the Federal-Aid Highway Act of 1950 (64 Stat. 785), there is hereby 
authorized to be appropriated for the survey, construction, reconstruc. 
tion, and maintenance of main roads through unappropriated or up- 
reserved public lands, nontaxable Indian lands, or other Federal reserva. 
tions the sum of $1,000,000 for the fiscal year ending June 30, 1956, and 
a like sum for the fiscal year ending June 30, 1957, to remain availabl; 
until expended. 

Sec. 6. Any funds authorized for the fiscal year ending June 30, 195; 
or herein authorized for forest highways, forest development roads a 
trails, park roads and trails, parkways, Indian roads, and public land: 
highways shall be immediately available for contract: Previded, That a 
amount remaining unexpended two years after the close of the fiscal year 
for which authorized shall lapse. The Secretary of the Department 
charged with the administration of such funds is hereby granted author- 
ity to ineur obligations, approve projects, and enter into ecntracts under 
such authorizations and his action in doing so shall be deemed a contrac- 
tual obligation of the Federal Government for the payment of the cost 
thereof and such funds shall be deemed to have been expended when s 
obligated. 

Sec. 7. For the purpose of carrying out the provisions of section 1 of 
the Act entitled ““An Act to provide for cooperation with Central America 
Republics in the construction of the Inter-American Highway’’, approved 
December 26, 1941 (55 Stat. 860), as amended by section 11 of th 
Federal-Aid Highway Act of 1950, approved September 7, 1950 (6! 
Stat. 785), there 1s hereby authorized to be appropriated, in addition to 
the sums heretofore authorized, the sum of $8,000,000 for the fiscal year 
ending June 30, 1955, and a like sum for each fiseal year thereafter up t 
and including the fiscal year ending June 30, 1959, to be available until 
expended, to enable the United States to cooperate with the Governments 
of the American Republics situated in Central America—that is, with 
the Governments of the Republics of Costa Rica, El Salvador, Guatemala 
Honduras, Nicaragua, and Panama—in the survey and completion of 
construction of the Inter-American Highway within the borders of tl 
aforesaid Republics, respectively. Not to exceed one-third of the appro- 
priation authorized for each fiscal year may be expended without requiring 
the country or countries in which such sums may be expended to mateh 
any part thereof, if the Secretary of State shall find that the cost of con- 
structing said highway in such country or countries will be beyond their 
reasonable capacity to bear. 

Sec. 8. For the purpose of carrying out the provisions of section 4 of 
the Federal-Aid Highway Act of 1952 (66 Stat. 158), there is hereby 
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1 to be appropriated to the De partment of State, in addition to 

: heretofore authorized, the sum of $2,000,000 for the jiseal year 

ting June 80, 1955, and a like sum for the fiscal year ending June 30, 
‘to be available until expended, for completing the United States 
under the applicable agreement with the Republic of Nicaragua: 

That the survey and construction work authorized by the 

tion 5 shall be under the general supervision of the Secretary of 


In order to assure that adequate consideration is given to civil 
ps pects in the planning and construction of h igh WAYS constructed 
tructed with the aid of Federal funds, the See — of f Commerce 

f ced an 1 directed to consult, from time to tin é. with the Federal 
Defense Administrator relative to the civil defe NSE ood of h igh- 
constructed or reconstructed. 

Sec. 10. (a) The Secere tary of Commerce is authorized in his discre- 

engage in research on all a S of h gh way construction, reconstruc- 
vide riz sation, developme nt _ de sign, mainte nance, sate ty, finance ing, 
tra flic conditions, includi ng ‘the effect thereon of State laws. and i 
ed to test. deve lop, or assist in the te sting and deve loping of any 
terial, invention, patente d article, or process. The Seere tary may carry 
the authority granted hereby, either independently, or in cooperation 
my other branch of the Government, State agency, authority, asso- 
institution, cor poration (profit or nonpr ofit), or any other 
ation, or person. The funds requi ired to carry out the provisions 
s subsection shall be taken out of the administrative and research 
s authorized by section 21 of the Federal Highway Act (42 Stat. 212), 
mended. The Provisions of section 3709 of the Revised Statutes (41 
5. C.. see. 5) shall not be applicable to contracts or agreements made 
r the authority of this subsection. 
The Secretary shall include in the hi ghway re search program herei mm 
-ed studies of economic highway geo ymetrics. structures and desir- 
we ight and size standards fer veh icles using the publie h igh ways and 
the feasibility 0 f uniformity in State requlatic ns with re spect to such 
ndare ls, and he shall report from time to time to the Committees on 
> Works of the Se nate and of the House of Re presen tatives on the 
ress and findings with respect ¢ 0 such studies. 

Sec. 11. The Secretary of Commerce is hereby directed to make a study 

cooperation with the State high way de partments and other parties in 
terest relative to the problems posed by necessary relocation and recon- 
truction of public utilities services resulting from high way improvements 
authorized under this Act. Amo ng other things, such a study shall in- 
cud a review and financial analysis of existing relationships between 

¢ State highway departments and affected utilities of all types, and a 
evrew of the various State statutes regulating existing relationships, to 
the end that a full and informative report may be made to the President 
for transmittal to the Congress of the United States not later than February 
1, 1956, 

Sec. 12. The Secretary of Commerce is authorized and directed to 
ransmit to the Committees on Public Works of the Senate and of the 
House of Representatives not later than December 31, 1954, a suggested 

aft of a bill or bills for a Federal Highway Act, which will include such 
rovisions of existing law, and such changed or new provisions as the 
Secretary deems advisable. The og shall also submit a report 
mmenting on the draft of bill or bills, which shall include specific 
reference to each change in, or omission of, any provision of existing law. 


reie 
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Sec. 18. The Commissioner of Public Roads is author 
directed to make a comprehensive study of all phases of Manway . fi 
including a study of the costs of completing the several system vigh. 
ways in the several States and of the progress and feasibility of toll road 
urith partic ular attention to the possible effects of such toll road 
Federal-aid highway programs, and coordination thereof, ead i to make , 
report of his findings including recommendations with respect to Federq 
partic ipation in toll roads, to be submitted to the Congress not later tha 
Fe bruary 1, 1966: Provided. That not to exceed $100,000 from fyna 
available for administrative expenses shall be erpe nded for the Purpose 
of this section. 

Sec. 14. For the purpose of expediting the interstate planning 
coordination of a continuous Great River Road and appurtenances i] 
traversing the Mississippi Valle y from Canada to the Gulf of Mex ( 
general conformity with the provisions of the Federal Aid Road 
July 11, 1916, as amended and supplemented, and with the recom 
plan set forth in the joint report submitted to the Congress No 
28, 1951, by the Secretaries of Commerce and Interior pursuant t 
Act of August 24, 1949 (Public Law 262, Eighty-first Congress), th 
is hereby authorized to be expended by the Secre tary of Commerce | 
gene ral administrative funds not to exceed $250,000; the amount ex] yeni 
under this section shall be ap yportioned among the ten States border 
the Mississippr River in proportion to the amount allocated by th 
respective Slates for the improvement and extension of existing ect 
of this highway ‘project as approved by the Secretary of Commerce 
cooperation with other public agencies concerned therewith. 

Sec, 15. The term “highway” , as defined in section 2 of the Fede 
Highway Act of November 9, 1921 (42 Stat. 212), 1s amended 
supplemented, shall be deemed to include “tunnels” 

Sec. 16. The Secretary of Commerce may approve as a part of 
Federal-aid secondary system, extensions through urban areas, connect 
points on that system, provided that Federal participation in proje 
such extensions shall be limited to urban funds. 

See. 17. (a) Highway construction work performed in pursuanci 
agreements between the Secretary of Commerce and any State highwa 
department which requires approval by the Secretary of Commerce 
which is financed in whole or in part by. funds authorized under this 
succeeding Acts, shall be performed by contract awarded by competit 
bidding under such procedures as may by regulations be prescribed | 
the Secretary of Commerce, unless the Secretary of Commerc 
affirmatively find that, under the circumstances relating to a given projec 
some other method i ws mn the public ests All such findings shall be 
reported promptly in writing to the Committees on Public Works of tl 
Se nate and the House of Represe ntatives. 

(b) In any case in which approval by the Secretary of Commerce 
any contract for such highway construction work is required, the Secretary 
shall require as a condition precedent to such approval a sworn staten 
executed by, or on behalf of, the person, firm, association, or corporati 
to whom such contract is to be awarded, certifying that such pases, fir 
association, or corporation has not, either directly or indirectly, ¢ 
into any agreement, participated in any collusion, or otherwise taken any 
action in restraint of free competitive bidding in connection with suc 
contract. 
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Sec. 18. Section 1020 of title 18 of the United States Code is amended 
to read as follows: 


«§ 1020. Highway projects 
‘Whoever, be ing an officer, agent, or employee of the United States, 
f any State or Territory, or whoever, whether a person, association, 
6  peudion. knowingly makes any false statement, false re pre- 
, or false report as to the character, quality, quantity, or cost of 
erial used or to be used, or the quantity or quality of the work 
ed or to be performed, or the costs thereof in connection with the 
on of plans, maps, specifications, contracts, or costs of construc- 
of any highway or related project submitted for approval to the Secre- 
tary of Commerce; or 
“Whoever knowingly makes any false statement, false representation, 
false report, or false claim with respect to the character, quality, quantity, 
st of any work performed or to be performed, or materials furnished 
furnished, in connection with the construction of any highway or 
| project approved by the Secretary of Commerce; or 
‘hoever know ingly makes an y false statement or false representation 
a material fact in any statement, certificate, or report submitted 
P pursuant to the provisions of the Federal-Aid Road Act approved July 
1, 1916 (89 Stat. 355), as amended and supplemented, 
“Shall b fined not more than $10,000 or imprisoned not more than 
fre years, or both.’’ 
oS! 19. All provisions of the Federal-Aid Highway Act of 1944, 
ed December 20, 1944 (58 Stat. 838); the Federal-Aid Highway 
esas approved June 29, 1948 (62 Stat. 1105 : and the Federal- 
lighway Act of 1950, approved Septe mber 7, 1950 (64 Stat. 785); 
the Federal-Aid Highway Act of 1952, approved June 25, 1952 
Stat. 158), not inconsistent with this Act, shall remain in full force 
! effect. 
Sec. 20. If any section, subsection, or other provision of this Act or 
e application thereof to any person or circ umstance is held invalid, the 
ae of this Act and the application of such section, subsection, or 
ther provision to other persons or circumstances shall not be affected 
by. 
All Acts or parts of Acts in any way inconsistent with the 
a of this Act are hereby repealed, and this Act shall take effect 
« passage. 
Sec, 22. (a) That all Federal-aid road funds heretofore paid on the 
on of Federal-Aid Primary Route Numbered 39 included in Federal- 
id project UI-147 in the State of Connecticut, which section is to be made 
Oi part of a highway from the New York State line at Greenwich to the 
hode Island State line at Killingly, planned as an expressway authorized 
oy chaptee 107, part IV, General Statutes of Connecticut, 1953 Supple- 
shall, prior to the collection of any tolls on said section, be repaid 
Treasurer of the United States, and the amount so repaid shall be 
enosited to the credit of the appropriation for Federal-aid highways. 
At the teme of such repayment, the project agreement with respect to said 
rederal-aid project UI-147 shall be cancelled. Any amount so repaid, 
gether with the unpaid balance of any amount programed for expenditure 
nsaid project, shall be credited to the unprogramed balance of Federal-aid 
vad funds of the same class last apportioned to the State of Connecticut. 
The amount so credited shall be in addition to all other funds than ap- 


‘i 
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portioned to said State and shall be available for expe nditure in accordance 
with the provisions of the Federal Highway Act (42 Stat. 212), as no 
hereafter amended and supplemented. 

(b) By virtue of the design and plan of said highway in relation to th, 
three sections of ‘Federal-Aid Primary Route Numbered 1 inelu 
Federal-aid projects UI-29, UI-64, and FI-145, which per 
restricted use of said sections without payment of tolls, it is hereby 
that the incorporation of said sections into said highway will not viol 
any provision of said Federal Highway Act, as amended and pple- 
mented, or any regulation thereunder. If at any time the highway 
missioner of the State of Connecticut shall determine to impose tol 
or for the use of any one or more of said sections, all Federal-a 
funds theretofore paid or prog ‘amed for expenditure on such s¢ 
sections upon which tolls are to be im posed, shall be transferr: 
program ing and ex pe nditure in coo pe ration with the Connecticut Star 
Highway De poly nt pursuant to the provisions of said Federal Hi¢ 

Act, as now or hereafter amended and supple mented. At thi 
such transfer, the project agreement uith respect to the project for 
the fun ds are transf rred shall be cance led. Upon such cance llati 
Secretary of Commerce is authorized and directed to credit the I 
pro rata share of such project agreement to the unprogramed bali 
Federal-aid road funds of the same class last apport tioned to the Stat 
Connecticut. The amount so credited shall be in addition to all 
funds then apportioned to said State and shall be availabl. for expendit 
in accordance with the Provisions of said Federal High Way tet. as 
or hereafter amended and supplemented. In lieu of the transfer th 
the highway commissioner of the State of Connecticut may repay 
Fede ral aid road funds paid on an y such section in the same manne? 
with the same « feet as is provided with respect to the repayment of I 
aid road funds in subsection (a) of this section. 

(c) U pon the repayment or transfe r of Fede ral-aid rT ad funds 
he re inbefore provide d, any such section or sections included in the ] 
with respect to which such re payment or transfer is made, shall bi 
and be free from any and all restrictions contained in said Fed 
Highway Act, as amended and supplemented, or any regulation 
under, with respect to the im posit ion and collection of f tolls 
charge s thereon or for the use thereof. 

Sec. 23. This Act may be cited as the ‘Federal-Aid Highwa 
of 1954”. | 

And the Senate agree to the same. 


« 


Gro. A. DonpERo, 

Homer D. ANGELL, 

J. Harry McGrecor, 

Grorce H. FAtion, 

Currrorp Davis, 
Managers on the Part of the House 


Epwarp MartTIN, 
Francis Case, 
Prescorr Busn, 
SpressarD L. Houuanp, 
JOHN STENNIS, 

Managers on the Part of the Senate. 





STATEMENT OF THE MANAGERS ON THE PART OF THE HOUSE 


The managers on the part of the House at the conference on the 
disagreeing votes of the two Houses on the amendment of the Senate 
to the bill (H. R. 8127) to amend and supplement the Federal-Aid 
lighway Act approved July 11, 1916 (39 Stat. 355), as amended and 

lemented, to authorize appropriations for continuing the con- 
struction of highways and for other purposes, submit the following 
statement in explanation of the effect of the action agreed upon and 
recommended in the accompanying conference report as to such 
amendment, namely: 

The Senate struck all after the enacting clause of the House bill 

inserted in lieu thereof an amendment which was a complete sub- 

ite for the text of the House bill. However, the provisions of 

House bill and the Senate amendment were substantially similar 

the Senate included a number of sections not contained in the 

bill. The following statement indicates the differences be- 

tween the House bill and the Senate amendment and the action of the 
onferees with respect to these differences. 


PRIMARY, SECONDARY, AND PRIMARY ROADS IN URBAN AREAS 


Section 1 of the conference agreement authorizes $700,000,000 for 
appropriations for the fiscal years ending June 30, 1956, and June 30, 
157, on the basis of 45 percent for the Federal-aid primary system, 

) percent for the Federal-aid secondary system, and 25 percent for 

e Federal-aid urban system, thus authorizing $315,000,000 for the 

imary highway system, $210,000,000 for the secondary highway 
system, and $175,000,000 for the primary system in urban areas. 

With respect to the foregoing authorizations, the House authorized 
§270,000,000 for the primary system, $180,000,000 for the secondary 
system, and $150,000,000 for the primary system in urban areas. 
lhe Senate amendment authorized $342,000,000 for the primary 
system, $228,000,000 for the secondary system, and $190,000,000 for 
the primary system in urban areas. The conferees finally com- 
promised and agreed on the amounts now contained in the bill herein 
reported. 

The House conferees prevailed upon the Senate conferees to agree 
to the provision relative to permission to transfer primary and 
secondary funds in either direction. This provision was not contained 
in the Senate amendment and the conferees agreed to the transfer of 
such funds up to 10 percent instead of up to 25 percent which was 
contained in the House bill. The conferees also agreed to modifying 
language Which would make such transfer permissible if approved 
by the governor of the State requesting such transfer as well as with 
the approval of the Secretary of Commerce. With respect to second- 
ary roads the conferees agreed to an amendment to clarify the 
language which would assist the Secretary of Commerce in carrying 
out the purposes of this provision in a manner consistent with the 
procedures presently in effect. 

9 
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INTERSTATE HIGHWAYS 


Section 2 of the House bill authorized the sum of $200,000,000 fo, 
the fiscal year ending June 30, 1956, and a like sum for the fiscal 
year ending June 30, 1957, for projects on the interstate highway 
system. The Senate amendment authorized the sum of $150,000.00) 
for identical purposes covering the same period of time. The cop. 
ferees finally compromised on the sum of $175,000,000 for each fiscal] 


year. 
FOREST HIGHWAYS, FOREST DEVELOPMENT ROADS AND TRAILS 


Section 3: The Senate conferees agreed to the authorization of 
22,500,000 for forest highways contained in the House bill. The 
amount contained in the Senate amendment was $25,000,000 

With respect to forest development roads and trails, the conferees 
agreed to the authorization of $24,000,000 in lieu of $22,500,000 in th 


House bill and $25,000,000 authorized in the Senate amendment 


PARK SERVICE ROADS, PARKWAYS, AND INDIAN ROADS 


Section 4: The conferees agreed to the authorization of $12,500,00 
for park roads and trails which amount was contained in the Senat 
amendment. The House bill authorized $10,000,000 for this purpos 

The conferees agreed to the authorization of $11,000,000 for park- 
ways in lieu of $10,000,000 authorized in the House bill and $12,500,0 
authorized in the Senate amendment. 

The conferees agreed to the authorization of $10,000,000 for Indian 
roads and trails which was the amount contained in the House bill 
The Senate amendment authorized $12,500,000. 


PUBLIC LANDS ROADS 


The Senate amendment carried an authorization of $2,500,000 for 
public lands roads. There was no such authorization in the Hous 
bill. The House conferees accepted this section with the amount 
reduced to $1,000,000 per fiscal year. 


AVAILABILITY OF FUNDS FOR FEDERAL ROADS 


Section 6 provides that any funds authorized for the fiscal year 
ending June 30, 1955, or authorized under this bill for forest highways, 
forest development roads and trails, park roads and trails, Indian 
roads and public lands highways shall be immediately available for 
contract. This section was not contained in the House bill, but the 
House conferees agreed to its inclusion when they prevailed upon the 
Senate to restrict the provisions to the fiscal years 1955, 1956, and 
1957. 

INTER-AMERICAN HIGHWAY 


Section 7: The Senate amendment provided an authorization of 
$40,000,000 to complete this project to be appropriated in the amount 
of $8,000,000 for each of 5 fiscal years ending June 30, 1959. The 
House bill did not contain such a provision but did provide for the 
continuation of the authorizations set forth in section 6 of the Federal- 
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\id Highway Act of 1952. The House conferees agreed to the Senate 
amendment. 
RAMA ROAD 


Section 8: The Senate amendment provided an authorization of 
¢9 (00, 000 for the fiseal years 1955 and 1956. The House bill did not 
contain such a provision but did provide for the continuation of the 
authorizations set forth in section 5 of the Federal-Aid Highway Act 
The House conferees agreed to the Senate amendment. 


CIVIL DEFENSE 


Section 9: The Senate amendment authorizes and directs the 
Secretary of Commerce to consult with the Civil Defense Adminis- 
trator relative to the civil defense aspects of highways to be con- 
structed or reconstructed. There was no such provision in the 
House bill. The House conferees agreed to the Senate amendment 
with respect to this section. 


GENERAL RESEARCH STUDIES 


Section 10 authorizes the Secretary of Commerce in his discretion 
to engage in research upon all phases of highway construction, re- 
construction, modification, development, design, maintenance, safety, 

incing, and traffic conditions including the effect thereon of State 
laws and to test, develop, or assist in the testing and development of 
any material, invention, patented article or process as well as studies 


of desirable weight size standards for vehicles using the public high- 
ways. The funds required to carry out the provisions of this section 
shall be taken out of administrative research funds. There was no 
such authorization in the House bill. The House conferees agreed 
to the Senate amendment with respect to this section. 


REVISION OF HIGHWAY LAW 


Section 12: This provision directs the Secretary of Commerce to 
submit to se Committees on Public Works of the Senate and of the 
House of Representatives, not later than December 1, 1954, a sug- 
gested draft of a bill or bills for a Federal highway act which will 

clude such provisions of existing law and such change or new pro- 
visions as the Secretary deems advisable. There was no such author- 
zation or direction in the House bill. The House conferees agreed 
to the Senate amendment with respect to this section. 


TOLL ROAD STUDY 


_ Section 13: The Senate amendment carried an authorization and 
lirection to the Commissioner of Public Roads to make a compre- 
hensive study of all phases of highway financing, including a study 
of costs of completing the several systems of highways in the several 
States and of the progress and feasibility of toll roads with particular 
attention to the possible effects of such toll roads upon the Federal- 
aid highway program and to report to the Congress not later than 
February 1, 1955. The cost of the study shall not exceed $100,000 


} 
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but shall be payable from administrative expenses. The Hous: 
ferees agreed to the Senate amendment with respect to this sect 
There was no such authorization in the House bill. 


AUTHORIZING PRESIDENT TO ADVANCE EFFECTIVE DATES OF 


The Senate amendment provided in section 14 for the Presiden 
under certain circumstances, to advance the effective dates 
authorizations except those with respect to the Inter-American H 
wav and Rama Road if he so determined. There was no such 
ization in the House bill. Conferees agreed that this prov 
excluded 

GREAT RIVER ROAD 


Section 14: The Senate amendment (sec. 15) provided an aut! 
ization of not to exceed $100,000 from administration funds { 
purpose of expediting the interstate planning and coordinati 
continuous Great River Road and appurtenances thereto trav: 
the Mississippi Valley from Canada to the Gulf of Mexico 
House bill provided for like purposes but authorized an amo 
to exceed $250,000 to be expended from administration funds 
Senate conferees agreed to the amendment contained in the Ho 


CONTRACTUAL OBLIGATIONS 


Section 17: This provision (sec. 18 of the Senate amend: 
provides that highway construction work performed in pursuat 
agreements between the Secretary of Commerce and any St 
highway department which requires approval by the Secreta 
Commerce and which is financed in whole or in part by 
authorized under this or succeeding acts shall be performed 
contract awarded by competitive bidding under such procedur 
may by regulations be prescribed by the Secretary of Comm 
unless he shall affirmatively find that under the circumstances rel 
to a given project, some other method is in the public interest. ( 
ferees understand that this section does not alter existing proc 
with respect to railroad projects involved in the highway prog 
This section also provides that the Secretary of Commerce, when his 
approval of any contract is required, shall obtain a sworn statement 
from the person to whom such contract is to be awarded certifying 
that such person has not engaged in collusive bidding. The Hous 
bill did not contain this section and the House conferees concurred 
in the Senate amendment. 


AMENDMENT OF CRIMINAL CODE 


Section 18: This section (sec. 19 of the Senate amendment) was 
not contained in the House bill and the House conferees concur 
in the language contained in the Senate amendment with respect 
this section. 

DEFENSE ACCESS ROADS 


r . ee / P 7 ] 
his provision (sec. 20 of the Senate amendment) was not contained 
in the House bill and the Senate conferees receded. 








stati 


FEDERAL-AID HIGHWAY ACT OF 1954 13 


TOLL ROAD FUNDS 


Section 22 (sec. 24 of the Senate amendment) was not contained in 


bill. This provision is intended to enable the State of 
it to save approximately $17,000,000 by incorporating into 
sed expressway four sections of highway upon which Federal- 
s have been, or are being expended. This would be accom- 


i 


sI by repayment in cash of the Federal-aid funds to the United 


S 


s and their transfer for use on other projects eligible for Federal 
ere is precedent for this procedure in a law enacted by the 
Congress to facilitate the construction of the New Jersey Turn- 
[he House conferees concurred in the Senate amendment 
was no disagreement among the conferees on sections 16, 17, 
92 23, and 25 of the Senate amendment (sees. 10, 11, 6, 7. 8. and 
of the House bill). 
Gro. A. Donpero, 
Homer D. ANGELL, 
J. Harry McGrecor, 
Georce H. Fauion, 
Cuiirrorp Davis, 
Manage rs on the Part of the House. 


rn 











ReEpor1 


j 2 1 No. 1528 


UNIV. OF MICH, 


D977 10° 
R97 
1954 PETER M. LEAMING 


LW LIBRARY 


Wautrpr, from the Committee on the Judiciary ubmitted the 


{ 


following 


REPORT 


(‘ommittee on the Judiciary, to whom was rt ferred the bill 
Rk. 3624) for the relief of Peter M 


Leaming, having considered 
reports favorably thereon without amendment and recom- 
that the bill do pass. 


PURPOSE OF THE BII 


i 


purpose of this bill is to grant the status of permanent residence 


| nited States LO Pete! NI Leann Phe bill also provides for 
nent of the required visa fee and for the appropriate quota 


GENERAL INFORMATION 


‘he pertinent facts in this case are contained in 


i letter, dated 
mber 7, 1953, from the 


Acting Commissioner, Immigration and 
walization Service, to the chairman, Committee on the Judiciary. 
Lid letter, and accompanying ile norandum 


y reads as follows 
DePARTMENT OF JUSTICE 

[IMMIGRATION AND NATURA ATION SERVICE, 

Decembe , 195 

nckY W. REED, 

man, Committee on the Judiciary, 


House of Re prese ntlatives, Wasi ngtor Dd. ¢ 
1R Mr. CHAIRMAN: In response to your request of the Department of 
for a report relative to the bill (H. R. 3624) for the relief of Peter M 
ng, there is attached a memorandum of information concerning the bene 


his memorandum has been prepared from the Immigration and Natural 
Service files relating to the beneficiary by the Buffalo, N. Y., office of thi 


which has custody of those files 


42007 





AMING 


1 State 1 January 
ship Kaz; which 


deportation proceedit 


iting, the author of tha bill appeared before a subcommittee 
ommittee on the Judiciary and testified in support of his 


LS follows 


REPRESENTATIVE KENNETH B. KEATING REPUBLICAN, NgEv 
YRE SUBCOMMITTEE ON IMMIGRATION OF House COMMITTEE own 
RY, MarcnH 22, 1954 


principally overseas 
which our Nation stands and 


Wlil respond I 


en the consistent policy of the Committee on the Judiciary 


not to recommend for passage private bills granting permanent resi- 
dence in the United States to alien seamen who failed to reshi 


ipon having secured shore leave in this country However 
felt that an exception from this policy is warranted in the case 
seaman who served honorably in our Armed Forces foi s ' 
months of which were in Korea and Japan with the 24th Infantry 
Liv sion The service records of the beneficiary of this bill are a part 
of the committee file on this legislation 

Upon consideration of all the facts in this case. the committee is of 
the opmion that H. R. 3624 should be enacted and accordingly 

} } 


vears 16 


recommends that th ill do pass 











ean CONGRESS HOUSE OF REPRESENTATIVES REPoRT 
Id S es70n \ | No. 1529 


OF MICH. 


. 
27 1954 ALBERTAS BAURAS 


LIBRARY 


ApriL 14, 1954. Committed to the Committee of the Whole House and ordered 
to be printed 


fr GRAHAM, from the Committee on the Judiciary, submitted the 
following 


REPORT 
[To accompany H. R. 4248] 


The Committee on the Judiciary, to whom was referred the bill 
H. R. 4248) for the relief of Albertas Bauras, having considered 
he same, report favorably thereon without amendment and recom- 
mend that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of this bill is to grant the status of permanent residence 
the United States to Albertas Bauras, a native and citizen of 
ithuania. The biil also provides for the payment of the required 
isa fee and for the appropriate quota deduction. 


GENERAL INFORMATION 


The pertinent facts in this case are contained in a letter, dated 
December 3, 1953; from the Acting Commissioner, Immigration and 
\aturalization Service, to the chairman, Committee on the Judiciary. 
he said letter, and accompanying memorandum, reads as follows: 


DEPARTMENT OF JUSTICE, 
IMMIGRATION AND NATURALIZATION SERVICE, 
December 3, 1958. 
on. CoauNncEy W. RéEED, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D. C. 

Dear Mr. CuarrMan: In response to your request of the Department of 
ustice for report relative to the bill (H. R. 4248) for the relief of Albertas Bauras, 
here is annexed a memorandum of information from the linmigration and Natural- 
pation Service files concerning the beneficiary. 
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= i 
The bill would grant the n permanent residence in the United Sta 
payment of the required \ fee. It would also direct that one num} 
deducted f1 t riate immigration quota 
The alien is cha e quota of Lithuania 
sincerely, 
B. G. HABBERTO? 
Acting Commi 
Memot UM O INFORMATION FROM IMMIGRATION AND NATURAI I 
Service | Re AtpertTAs BauRAs, BENEFICIARY OF H. R, 4248 : 
Albertas Bauras was born April 27, 1904, and is a native and citizen of | : 
ania He arrived i he 1 ed States at New York, N. Y., on March 29 : 
and applied for admission for permanent residence as a displaced persou \ it : 
tire hi was accompanied DV ! alien wife and two minor alien childrer : 
applied for permane! residence as displaced persons. \ll the alier 
originally excluded by a board of special inauiry Thereafter, on appeal 
Board of Immigration Appeals ordered that Mr. Bauras be excluded on 
hat he willfully made misrepresentations for the purpose of gaining a 
into the United Sta‘es as an eligible displaced person. It further ordered 
to the alier fe and children, the case be reopened Subsequently, the 
f and cl ine vere adam ted on Sey tember 13 1950 \fte r admi 1O 
Ba and her two children went to live with her father in Bridgeport, ( 
It ar as Mr. Pauras is concerned, a number of motions to reopen and to ay 
wert ide o is behalf and were denied Mr. Bauras was detained in ¢ 
fro March 29, 1949, t Lugust 12, 1953, when he was released on pa 
reside in Hartford. Conn.. wi his wife 
In connection witl e alier application to enter the United Sta 
placed person, an investigation was conducted by the Displaced | 
Commissio | report of the investigatien discloses that the alien all 
resided Lithuania from 1940 to 1944, and that he did not enter Ger 
October 11, 1944 Ty ~Mvdlica‘*ion for a visa, the alier uted tha ( 
lL, iania fro! 1OAf o 1944 On the basis of this invest ion, the ale ( 
a tor dence mace oO the Displaced Persor {( ommi ion, and he sta 
as to r ence mad is application for a visa, the alien was issued a 
preference Lithuanian quota visa by the American consul at Munich, Ger 
inder s¢ 1O y ort act of June 25, 1948 When examined by tl 
specia Lil nder oath, afier his arrival in the United States. he again t fic 
that d resided Li iania from 1940 to 1944 He also testified ths S 
not re ein Germal between 1940 and 1944 and never was in t! Crerms \ 
\ subsequent investigation by this Service, and testimony of the alien | 
this Service, disclosed that the alien lived in Lithuania until a treaty w: 
into during World War II between Germany and Russia, concerning the a ' 
tion of Lithuania by the Russians, one of the provisions of ich treat 
that persons of Germanic origin residing in Lithuania would be repat 
CGerma f the » cle ed Mr. Bauras testified that because of his fear 
he and vite ght repatriation to Germany, al 
It apy ; from the records that this : patri itior 
of Baur Phe ien also testified that on June 30, 19 
4 commission in Get , and after examination, he was ] 
‘ tafl 1 Was a branch if the storm troop ; | \ 
‘r some training, he was sent to Radom, Poland, wher 
maintained a concentration car ip for Jews, and remained there until S 
1, 1942 In December of 1942, he was returned to Radom, Poland 
rema | July of 1944, as an acting supply sergeant He furt! 
that in November of 1944, he was arreste 1 for listening to foreign broad 
uttering derogatory statements about Hitler As a result, he was slated f 


martial in January of 1945, but due to the advance of the Soviet Armv a 


time, he was sent to a penal detachment at Breslau. where he remained 
February 23, 1945 He was taken priscner by the Russians, escaped fr 
custody on December 7, 1945, and came to a displaced-persons camp in B: 
where he joined his familv on December 12. 1945. 

The alien has testified that his service in the German Army was under d 
and that he originally falsely stated he did not reside in Germanv betwee 
and 1944, because of fear that he and his family might be sent back to ‘ 
munist-dominated Lithuania It should be noted that section 10 of 
placed Persons Act of 1948, which is pertinent in this case provided i 
“*  * * Any person who shall willfully make a misrepresentation for (] 
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ing admission into the United States as an « bh lisplaced person 
ifter not be admissible into the United States ' Througt 
, s hearings the beneficiarv denied the true facts , confronted with 
which had been obtained The Board of Imn icinliltd Aumnsals ha 
in no case which has come before it invol lisn 1 pe iain ic 
such flagrant and intentional misrepresenta : ase of t] 
' \fr. Morano, the author of this bill, appeared before a subcommittee 


Committee on the Judiciarv and recommend: he enactment 
i] 




















} neasure §& ibmitting the lollowlmMe ‘ ! ment in its 
: { 
\ Bauras detention Immig mn file 7146595 
| i 
CHAI \ OT J ( 1! 
}? ese { j ( 
Hono According p b H. R. 4248 
bmit the autl 5 p . = 
( 
at a j eri of . 
of rds and repor le | I rate i er I 
I repres ed ind retore Ippos i i 
i¢ Wel ney 1d | ( Ves i 
fr fa \ end \ i ’ 
cts 1a yr to -CA f nisr r i . ur 7 
= ed as icts I a i 1G4A9 ¢ gw oA 
s there was maintained ( nateriai tac g ( i 
ecause the sectlo 13 of Displaced Pers \ terpreted this 
Chis mis ders inding was removed b I (x I I ig he 
Generals order on October 31, 1950 I 9 nvolu irv member- 
( ian Army will not be consid las a sta for nigrat ba 
States of America’ ! ( | f former Ci i ers had beer 
Irom deter Ol On top of tha eis Dp ‘ 1a ver imp a 
of the Displaced Persons Commis September 1, 1950, stat- 
The Baltic Waffen SS Legionnairies be admitted for ora o | ted 
S s of America as d laced Chereto this 1 red passed 
House of Representatives on 19 and | se ite oO \I el { 951 
garding this, the Board of i Appeals pr yunced st a contr 
ol March 16, 1951, as \ppellan repea i pr 1 
iterial fact relating to his militarv service and his place f residenee during 
irs 1940 to 1944 We held that prior milita : Inquestionab 
aterial fact in determining an alien’s eligil for efits under the 
aced Persons Act. 
We do not believe that we can say ut prior 1 ul ! nit or o 
a material fact | s the militarv service t tis m ' rather tha 
( tvpe of service rendet } Tt the present rpretatio! e Denar 
\ of 1950 de ands , a] } 
‘ ed oe. ( oe 29 
nla L940 ur I d \la 4] 
ithiso HT I j } 7 f 
as l ( + ( T 
: po ) I ! ‘ 
i ard 
( i 1 record ! [ 1 ! ] 
iter for d j 
for willful | ( i y ’ 
2% vears and 
Vhich had ¢ ( 
i h J would lik ) iQ 
ndint fi] lan 
Is¢ I yurae ] 
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I assure: If point or hint I am untrue then this report serves as 


tion for leportation—to it I would enclose my oath 
1. All decisions indicate matter of fact that I for 4 vears rendered a 
concentratio or lew labor camp Especially this stigma Was 
Board of Appeals’ decision from October 4, 1951 (sec. 3, line *3 ; 
\ i ( if the labor camp staff 
| f red { f d fa TI | 1 not sav and 








th + vt ke ive j ouncer himself denied b 
dur t ur befor ard of special inc rv with following we 
i Dp I 1 been nor had been se ~ 
i I } ( er ( 1 D 
) | , 
2 | ) i 1 
i t [ T 
rp i T 
ed S { : 
3 | I 1 eared be ~ 
I sio J { 194) j i those bla I 
who \ ill ePT j ner 1 party 
r i - f , 
( | | ’ 1 ‘ 1 ) 
} \ 
| i ( 
’ 
{ r t i i ‘ 
oO iT 
( fill ou } ul 1 ) 
, ' , ] ‘ ; 1 = 1 
t { to t ' ner ersonal ta 
| f 
1 We 
‘ aA t ‘) 
( 
| ( ( t} card t ryt ert ) | 
t t estan l : 
i ‘ 197 + 1 
d ) ile 1 
I I 4 b i Zation Yr ( ‘ 
l What ha t put down 1 I ta 
T rw , . \]] ocu eT | we d ! 
i \ WeT { 
| e Tr ric ¢ t fi +} yur - 
\ i ii | | is 1 1 | n Li a VW I 
} ut of Am 
; &The na Ban ‘ ,R . 
t Ww! Bauer | 2 hy< ler 7 — 
CZ7ar I O na Dp ra 
! ) J 9? 1904 stat er ~ my hirt} : 
i t he ; of t st Ty ey 
me a i ' ] I i | ) 
i ( i mn \bor ( 
! TRO nie? fear Color a . 
! 300 ( ( Wan’ her 17. 19 
’ ss | UNRRA a later TRO 
i {Tic hy ry ; lj ha 
\T 
\ ) 1 ft¢ m ‘ t fror } is . ea 
, orm to UNRRA i TN igia 
sflidavits submitte Board of Ay 
- LA \I V.1I iras 
5 ted at I dec 1 Displaced Pe ; Con 
pe mad ise ae 
1 1: . 
I 1O KHON t T we eT ] vthing to Displaced Pe rsol ( 
or Was ever invited | fore it nclosed an affidavit from fort 7 
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vas stated that I deceived Immigration and Natura 
uu that anything like that I never did About tl 
re embarkation at Grohn, Germany, we were 
ho did not request from me any declaration. If] 
and Naturalization Service I do not know 
the beginning to the last signature there is stated 
denied my military service and presence in P: 

is shown documents 
ostly concerning the Board of Special Inquiry 

ask these gentlemen who insist on their chs 

find out at least one which these two chs 

aring I did not attempt neither to der 

igh World War II nor my temporary 


se of these 10 eardins 


after so long a period 
i favor to take a clear ar 
former officials 
etter now, not eve! 
vears of detention 
iirv hearing for 1 
er-oath-made stateme 
‘uments show falsifieatior 
ber 1951, 


all remair 


x forthwi 
onths 
is al 
am tne 
war: three brot 
dragged away to Siberia and no 
and fled from the Bolshevi 
ir my wife and two sons sin 


he Bolsheviks at the first opportunit 


which caused me to spend up to 1 
( iov too much that 
onsidering proven precedences 
the word ‘‘malice.’’ \ 
iaps because | 
id vears of my 
control, and in 
a rational Manner 
thout the financial n ‘ 
ance and inexperience 1 have committec 
the United States of America Furthe 
suffering over the years | 
ly pray that the Hoenorabl 


» that my voung childret 


eir daily bread 


rs respect f 
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ALBERTAS BauRAS DETENTION 











New ) S 

My lif ry during World War II until my landing in New Yor , 

I was | on April 27, 1904, at Turgalaukis, Lithuania, in this 
! il l i Alth I was bor thuanian it is possl 

i re l t t our famil was derived from a y 
Up until the subjugation of my fatherland 2 

1940 I i Ve! ntal emplo CA After Bolshevik’s INnVA&SILO! 
940, | 1 edia a issed from my po and exposed 1 
After long e of ling-place life 1 used the means of German 1 

‘ Lupe rl und | e fir half of March 1941 I arrived g 
Chere ‘ perm of a free stay and any kind of naturalizat 
into consideration was refused in advance by Gestapo on May 28, 1941 
fore an application like this was impossible On April 4, 1941, I wa 
| ! ‘ ft board a vas found capa for the servic r . 
I je oluntari it I ref 1 to go : 

On June 26, 1941, after the declaration of war to Soviet Russia 
duction order to present myself on July 1, 1941, at infantry reer : 
After speedy 7 weeks’ training I was assigned as a private to field u , 
and sent to the eastern front at the end of August 1941. In Septer 
I was ordered to a military horses medical point at Wacyn, district R 
Poland where I performed medical aid to wounded horses and act 
transports’ dispatcher At the end of 1942, I was trained in logis b 
course in Munich and later on assigned as acting mess hall corporal to § 
verwaltung Radom, where I was stationed in barracks. On July 1, 1943, | sta 
promoted to corporal. In July 1944, I was assigned as rifleman to 
and passed nights and days fighting from Visla’s fording via Odra’s 


capitulation, in Breslau on May 7, 1945. In November 1944, I fortunate esca i 
execution being caught listening to broadcast from London and being heard « 
Hitler Or bruary 1945, I was for the first time captured by R 
near Neukirch but after German counterattack I escaped. On May 7 








marched with last survivors sieged Breslau’s crew to Russian cay 
December 7, 1945, I succeeded to flee and after I found my family in one U 
camp of United States zone of Germany I was not accepted by Gi i 
thorities to live in Germany, because I was not German citizer An A 


officer who, being a living example of compassion for everyone, was 
area director accepted me to displaced persons camp. 
Since the time of my return from Red Hell I stood always under : 1 
danger to be deported back. Just in this time started the historically 
munist UNRRA screening in 1946. The real refugees and DP’s trying 
Ishevism were deported back in masses to Soviet lands. In July 194 
ordered to this sereening. It is apparent where my duty stood—to p1 
family, my wife, and two sons. In this moment of danger I did fill out 
own hand a questionnaire where I concealed my military service in Gi 
for the purpose just to save our naked lives, because this screet 
German soldiers was merciless. Since this moment emerges a shad 
consequences I did not count with. Not daring to consider during tl 
possibility of some emigration to anywhere and in the least to United 5 i 
America. I did not realize that once this will be characterized as a ro« ™ 
misrepresentation, because of later submission of this questionnair 
personal papers by former IRO officials for emigrational processit Q 
ground of these documents was the qualification and eligibility for « Iie 
rendered from IRO 
I did not personally fill out 





r introduce any application or form for « 


one by IRO and I was not asked 








this all had been automatically d ’ 

report to I was not questioned and therefore I could not have anv op} 
to lie I was only ealled to the IRO camp emigrational offic r who 

that my family is permitted to emigrate to United States of America. | 
over my personal papers and signed before me placed papers. After | 
ad beet ld by officers charge of emigration. I was not called toa 
Pers ( ission, never came in personal contact with its er 
nothing submitted to it. By | ed States consul in Munich I hone 

all | was asked to. My wife and I were convineed that we shall sweat 
United States America that we also faithfully made in our heart 
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ire of the ship from Europe on March 19, 1949. there 
mmigration and Naturalization Service We landed in New York 
)}, 1949. After ship’s arrival being greeted by Lithuanian Vice Consul 
and representative of NCWC, Mrs. Valaitis, not knowing that we 
pe arrested I immediate ly asked both of them for advice how to 
ymission concerning my military service in my visa Meanwhile, we 
1 and any further disposition to hs le my e was in mv powe 
from the world we were destit and not allowed 
) receive or send any me il 
wing next 2 days | was interrogate y some immigratior 
t been given hearing vet rhe first step after being taken into 
| was forced completely to undress lhen, being naked, [ underwent 
edical examination, being fully aware that man performing this acti 
etor After detailed searching of my buttock I was ordered 
hen the official wanted to question me but the warder, Mir Ch 
I ised further cooperation Notwithstanding the fact that my protest 
inconsidered I wes ordered for interrogation When I g he de- 
f the situation in Lithuania when Bolsheviks invaded that countrv ir 
stopped and corrected that Soviet liberated the country from oppres- 
ut real patriots in charge of the government Well, then, you were 
is time already. And so forth * * * 
mnfronted with false witness and by her I was cenvicted as Nazi el 
from Radom This lady insisted ths le was emplove \ 
Not taking into account that this voung woman searcelv e be 


rk 8 vears ago s! 


e was directly instructed on the spot how she is to talk 
In my presence. I am sure that this woman was an emplovee 

To this scene was present woman warder, Mrs. Han I was not 
mv familv for lunch, but was taken mue ater to t kite 


eclusion escorted under not less than 10 guar 


£ 
¥ if 


to be deported not even being able to Say 
back from kitchen I was ordered to swear and give State 
ions | lifted my hand being fullv conscio , 
legal and totally powerless of enf 
) sign resulting minute but I did 
vithout signature can | 
me that if I tel | lici: » truth 1 not give 
inquiry hearing and ¢ amily \ leported probably 
eard rumor hat fe a fat st {in a dilem1 
ire truth, I sh: 
quences | sl 
immediately i 


April 1949, and I har 


e were g ‘ranted a b MAT 


ras 


on consideration of all the facts in this case, tl ‘ommiuttee is of 
pinion that H. R. 4248, should be enacted and accordingly 
nends that the bill do pass 


O 
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{ HOUSE OF REPRESENTATIVES { REpPorRtT 
1 No. 1530 


SZUZSA (SUSANNE), AND JUDITH SAUER 


TuHompson of Michigan, from the Committee on tl 


submitted the following 


REPORT 


Committee on the . cary, to whom wa rred the bill 

H. R. 5340) for the relief of Tibor, Szuzsa (Susanne), and Judith 
having considered the same, report favorably thereon without 
ent and recommend that the bill do pass. 


PURPOSE OF THE BILL 


» purpose of this bill is to grant the status of permanent residence 
United States to Tibor, Szuzsa (Susanne), 

es and citizens of Hungary. 

bill also provides for the payment of the required visa fees, 


i for the appropriate quota deductions 


and Judith Sauer, 


GENERAL INFORMATION 


pertinent facts in this case are contained 
mber 18, 1953, from the Acting Commissioner, Immigration anc 


iralization Service, to the chairman of the Committee on th 
uciar 


in a letter, dated 
| 


The said letter, and accompanying memorandum, read as 
ane 


DEPARTME?D 


House 

[k. CHAIRMAN: 

ra report relat 
and Judith Sau 


the beneficiari 
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9 TIBOR, SZUZSA (SUSANNE), AND JUDITH SAUER 


Immigration and Naturalization Service files relating to the beneficiaries } 
New York. N. Y., office of this Service, which has custody of those files. 

The bill would grant the aliens the status of permanet residents of the U; 
States upon payment of the required visa fees. It also directs that three numbers 
be deducted from the appropriate immigration quota. 

The beneficiaries are chargeable to the quota of Hungary. 

Sincerely, 
B. G. HABBERTON 


Acting Commissioner 


MeMoRANDUM OF INFORMATION FROM IMMIGRATION AND NATURALIZ 
Service Fines Re Trsor, Szuzsa (SUSANNE), AND JUDITH Saver, Bgnpyy. 
ciaries oF H. R. 5340 


The beneficiaries, Tibor Sauer, Szuzsa Sauer, also known as Susanne Sayer 
and Judith Sauer, also known as Jutka Sauer, are husband, wife, and minor child 
They were born on June 12, 1923, September 12, 1924, and November 24, 1947 
respectively, and are natives and citizens of Hungary. They arrived in th 
United States at New York, N. Y., on August 26, 1949, and the male beneficiar 
was admitted as a student to June 19, 1950, and the female beneficiaries wer 
admitted as visitors, accompanying the male beneficiary, to June 19, 1959 
Bonds in the sum of $1,000 each were posted. Deportation proceedings wer 
commenced on December 4, 1951, on the ground that the beneficiaries rema 
in the United States longer than permitted by law. They were ordered depor 
but subsequently the order of deportation was withdrawn and the benefici: 
were granted the privilege of voluntary departure by June 6, 1953, but hav 
availed themselves of the privilege. 

The beneficiaries resided in Hungary until 1948 when they went to Fr 
After residing in France about 1 year they came to the United States. The adult 
beneficiaries were married in Hungary in 1946. In addition to the minor by 
ficiary, the adult beneficiaries have another child, Katherine, who was born in t 
United States, shortly after their arrival. The adult female beneficiary attend 
public school in Hungary for 10 years and night school in the United States fr 
1951 to 1952. She is a housewife and has no relatives in the United States other 
than her husband and two children. 

The male beneficiary attended a Yeshiva in Hungrary, studying to be a rabt 
from the age of 6 to 18 years. His studies were interrupted by World War I] 
After the war, he continued his studies in Hungary and in France. While 
France, he also obtained employment in a synagogue. 

After his arrival in the United States, the male beneficiary attended the Rab- 
binical Academy in Brooklyn, N. Y., part time, from August to October 1949, 
when due to the illness of his citizen child he terminated his studies to seek 
employment. He has been employed as a machine operator with various firms 
since May 1950, and is presently employed by the Pacific Quilting Co. of New 
York City as an operator, at a salary of $70 per week. 


Mr. Celler, the author of this bill, submitted the following letter 
with enclosure, from the main beneficiary of this bill: 
Brook.yn, N. Y., March 3, 19 





Hon. Congressman EMANUEL CELLER, 
House of Representatives, 
Washington 25, D. C. 

DEAR CONGRESSMAN CELLER: Allow me to refer to your introduction of priv ate 
bill 5340 for me a to mail you enclosed photostats in triplicate of a medical 
certificate by Dr. W. . Domsky, dated February 24, 1954, which is self-explanatory 

Please do not be angry about my seeming immodesty. I am urged to this 
only in the interest of that very sick child and of my whole family. 

I trust that the certificate will be sufficient to the Committee on the Judiciar 
to approve the bill introduced by you. 

With many, many most heartfelt thanks, I remain, 

Respec tfully yours, 


TIBOR SA 


eens 








TIBOR, SZUZSA (SUSANNE), AND JUDITH SAUER 


BRooktyn, N. Y., February 24, 1954. 
Whom It May Concern: 

} This certifies that Katherina Sauer, age 4, living at 240 Amboy Street, Brooklyn, 
has been treated by me from time to time for chronic fibrocystic pancreatis, which 

is a permanent condition as we know it today. 
She must remain in Brooklyn as change of climate will cause a setback in her 
# condition. All possible precautions must be taken to avoid her catching a cold 
to which she is susceptible. With this illness, a pneumonia develops rapidly 
after a cold. She has had many attacks. As result an overseas trip is out of 
the question. She is given antibiotics constantly. Once a month she is seen at 
the Columbia Presbyterian Medical Center at 622 West 16th Street, New York 
City, which specializes in this type of disease. She has had to be hospitalized 

there at various times. 


) 


(Signed) W. J. Domsxy, M. D. 


Upon consideration of all the facts in this case, the committee is 
of the opinion that H. R. 5340 should be enacted and accordingly 
recommends that the bill do pass. 


O 
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LIBORIO GUIDO RUTILIO 


—_—$ 


, 1954.—Committed to the Committee of the Whole House and ordered 
to be printed 


\r. Watrer, from the Committee on the Judiciary, submitted the 
following 


REPORT 
[To accompany H. R. 5354] 


The Committee on the Judiciary, to whom was referred the bill 
H. R. 5354) for the relief of Liborio Guido Rutilio, having considered 
the same, report favorably thereon without amendment and recom- 
mend that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of this bill is to waive one exclusion clause of our 
nigration laws, concerning the commission of a crime involving 
moral turpitude, in behalf of the husband of a citizen of the United 


states. 


GENERAL INFORMATION 


The pertinent facts in this case are contained in a letter, dated 
August 31, 1953, from the Commissioner, Immigration and Naturaliza- 
tion Service, to the chairman of the Committee on the Judiciary. The 
aid letter, and accompanying memorandum, reads as follows: 

DEPARTMENT OF JUSTICE, 
IMMIGRATION AND NATURALIZATION SERVICE, 
August 31, 1958. 
CHauNcEY W. ReEeEp, 
Chairman, Committee on the Judiciary, 
House of Repre sentatives, Washington, ey. 

Dear Mr. CHatRMAN: In response to your request of the 
e for a report relative to the bill (H. R. 5354) for the relief « 
0, there is annexed a memorandum of information from the 
Naturalization Service files concerning the beneficiary According to the 
rds of the Service, the alien’s middle name should be spelled Guida. 

bill would enable the alien to enter the United States for permanent 
lence notwithstanding the provisions of section 212 (a) (9) of the Immigration 


Department of 
yf Liborio Guido 
Immigration 
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LIBORIO GUIDO RUTILIO 


t 


and Nationali Act which exclude from admission to the United S 
who have been co! victed of a crime involving moral turpitude. 

As the husband of a citizen of the United States, Mr. Rutilio is a 
immigrant under section 101 (a) (27) (A) of the Immigration and 
Act He is, however, admissible fo the United States because he } 


eted of a crime involving moral turpitude 


it 





1 


\[EMORANDUM OF INFORMATION FROM IMMIGRATION AND Narwra aT) ¥ 5 
Service Fires Re Lisorro Guipa Rvtiiio, BENEFICIARY or H, R. 5274 


Liborio Guida Rutilio, a native and citizen of Italy, was born on Feb; lary 97 
1904. He has never been in the United States and is presently residi: 7 I 
married daughter in Agrigento, Italy. wn Al 

Information concerning Mr. Rutilio was furnished by his wife, Mary R 18 
of Hackensack, N. J. Mrs. Rutilio is a citizen of the United States by 
birth therein on February 20, 1904 About the year 1909, she was ta 
parents to Italy where she married Mr. Rutilio on November 29, 1924 
have six children, all born in Italy. One daughter, Mary Rizzolo, marr 
resides in Italy, and it is with this daughter that Mr. Rutilio present] 

Mrs. Rutilio and the other five children came to the United States on 
14, 1949 Mrs. Rutilio and one of the children were admitted as citizens 
United States. The other four children were admitted for permanent 1 
under section 4 (a) of the Immigration Act of 1924. The children are not man 
and are residing with Mrs. Rutilio. Two of the children, aged 24 years and ° at a 
years, respectively, are employed, their combined weekly salary amount Tal 
$80. Mrs. Rutilio has $2,000 in a savings bank in Hackensack, N. J. r. 8 

This Service has been informally advised by proponents of the bill 1 \ - addr 
Rutilio was refused a vis the American consulate in Palermo, Italy, | : 
his conviction in 1932 of the crime of theft. At the time of convi 4 pet 
Rutilio was 28 years of age. It appears that he was convicted of aij f 
abetting in the stealing of a 8-foot chain Jepal 








Mr. Widnall, the author of this bill, appeared before a subcor s 
mittee of the Committee on the Judiciary and recommended { I wi 
enactment of his measure. S 1b 1s 

Mr. Widnall submitted the following letters in support of his | 


THe Foreign Service or tHe Unirep Sratres or AMERICA. pt 
AMERICAN CONSULATE GENEI 
Palermo, Italy, Ap 


Hon. Witiiam B. WIDNALL, 
House of Re presentat és, Washinaton. Dp. € 


My Dear Mr. Wipnauu: I have for acknowledgment your letter of A 
1953, relative to the immigration visa case of Mr. Liborio Guido Rutilio . 
sandria della Rocca, Italy. % 

On December 1, 1952, Mr. Rutilio was advised that he is ineligible to r 
a visa because of his conviction of a crime involving moral turpitude; na 
theft As you know, section 212 (a) (9) of the Immigration and National 
excludes aliens who have been convicted of such a crime. An exception is ma 





in the case of aliens who have committed only one such crime while under the a fe 
of 18 years. Mr. Rutilio was convicted in 1932, when he was 28 years of a ad 
It is regretted that more encouraging information cannot be furnis! anes 


connection with this case 


Sincerely vours, 


Maurice W. AutTarre! 


American Consul ( 





LIBORIO GUIDO RUTILIO 


Dominick Fonpbo, 
ATTORNEY AT Law, 
N. J., March $1 
bono Guido Rutilio. 
LIAM B. WIpNALL 
House Office Building, Washir jion, 


r Britt: I spoke to you concerning this matter sometime ago and I — “] 
ve you the facts and will appreciate anything that you can do to help this 


ime in 1948 the entire Rutilio family consisti f ther, father, and 
children obtained visas to come to the United State s. Apparently every- 
it smoothly until the day depart ure at Palermo at which time the 
Liborio Guido Rutilio, was held up. The rest of the family came to 
a and are presently residing in Hackensack Mrs. Liborio Guido Rutilio is 
rican citizen and the marriage with Liborio took place before January 1, 
The matter was placed in the hands of Senator H. Alexander Smith. He 
tly took the matter up with the American consul in Turin who he thought 
andling the case and was finally referred to the American consul in Palermo 
as actually in charge of the matter. I do not think much was accomplished 
ator Smith in view of the fact that there are no followup letters 
1 now informed that the reason for holding up the visa for Mr. Rutilio was 
t that many years ago Mr. Rutilio was convicted of aiding and abetting in 
aling of an eight-foot chain used to hook up horses to plows He apparently 
1 a suspended sentence for his part in the offense. He has not been in- 
in any other kind of trouble whatsoever. He has at least two children 
at are American citizens who are residing here 
I am enclosing herewith copies of correspondence between Senator Smith and 
Salvo who was acting for the Rutilio family, together with a copy of a letter 
ressed to Senator Smith by the American consul at Palermo on May 2, 1952 
s. Rutilio has already filed with the Immigration and Naturalization Service 
tion on Department of Justice Form I-133 
was done last year. She was informed on September 10, 1952, by the 
artment that the petition had been approved by that Service and was being 
edtothe Department of State for transmission to the appropriate American 
The American consul in charge in this particular case is Palermo, Sicily. 
vill sincerely appreciate anything that can be done to expedite this matter 
s creating a terrific hardship on the family and I can vouch for the fact that 
re all good American citizens. 
ust that if necessary you will deem it ¢ able to introd a bill in Congress 
pedite the matter. 
Very sincerely yours, 


b FoNDO 


UNITED STATES DEPARTMENT OF JUSTICE, 
IMMIGRATION AND NATURALIZATION SERVICE, 
New York 23, N. Y., September 10, 1952 
\ilary RutiILio, 
Hacke nsack, N. Fs 


JeAR Mapam: Your petition for issuance of immigration visa has been approved 
this Service and is being forwarded to the Department of State for transmission 
the appropriate American consul. 
(he actual issuance of visas is a function of American consular officers who serve 
Visa Division of the Department of State. It is suggested that the 
spective immigrant or immigrants, communicate with the American consul to 
application for visa will be made for the purpose of ascertaining what 
ir action will be necessary and the approximate period of time which will 
before a visa may be issued 
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Enclosed herewith are your birth and marriage certificates. 
Very truly yours, 
Epw. J. SHAUGHNESsy 
District Director, New York D 
By Mitton V. Miticu 
Acting Chief, Application Section E. M. 

Upon consideration of all the facts in this case, the committee js of 
the opinion that H. R. 5354, should be enacted and accordingly 
recommends that the bill do pass. ; 


O 
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y LIBRARY 


Miss THompson of Michigan, from the Comm 


submitted the following 


REPORT 
R. 5684] 


1° 


» Committee on the Judiciarv, to whom was referred the bill HH: 
5684) for the relief of Walter Kuznicki, having considered the same. 
reports favorably thereon \ ithout amendment and re ymmends that 
the bill do pass 


PURPOSE OF THI! 


The purpose of this bill is { waive ne ‘Tusi0oNn clause of our 
immigration laws, concerning the commission of a crime involving 
moral turpitude, in behalf of the | f a lawfully resident alien 
of the United States. 


GENERA 
The pe rtient facts in this ca 
December 31, 1953, from the Commissi I ) ru 
Naturalization Service, to the chairman of the Comn 
Judiciary. The said letter, and accomp: hving memo! 
as follows: 


Hon (HAUNCEY Ww. Ri ED, 
Chairman, Committee on 
House of Re presentatit 
Mr. CHAIRMAN: 
ra report relative 
re is annexed a 
turalization Servic 
| would exempt 


1 and Nat 











9 VALTER KUZNICKI 
1 ) j pri enti! or al S 
j ‘ al yh trait ¢ if yr act W cn ¢ 
‘ ‘ a ¢ I eN » a 
c ) ul ' of State oO 1 I f 
A. R I 
Can 
j 
| F INI I From Imy rio DN 
s \ I LTER | NI B FICIARY ¢ | R if 
ef il i 1 ire 
\ | ric | , cha ‘ \W ‘ ! I 





(‘9 ire i yela Wu ( e wile ( ( 

VTi | it ! personally acqua ( 
ene a t i} S cited I itives ol Ir INUZ ( 
by f ted S r \I msignor Ss ( 
lov 1 that « Februarv 20, 1948, the « Int ( 1 
(} Ma Fra urd e Ci of Wlad w ku ch 

ivO Na r 1 O WAS ( ! iw t ieft of a 

Inder a ( 579-40 i ti | Penal Code According 
Mr. Kuznicki was found guilty of theft under articles 406—401 of the | 
( if 1 sentenced t 2 m ths and a fine of 1,320 franes and 50 « 
lhe 30 cs f stamp fe 

On A 1, 1953, M Angela k Wite fied 
| ficiary \ rried Paris, France, on Sep er 22, 1939. 5 
testified it the be i ed to France fro Poland in 1 

mare | h At fy October 1939, until November 194 : 
{ \I Ix W ploved as a W vodeutter and truck repair 
{ ‘ } ’ , } } rted f e United Stat 

I VT 1 } ; ( e, who was born on Mar 
Mrs. Kuznicki and her son were adn the United States for 
I lence on January 10, 1953 Mirs. Ix cki alleges that her | 
ref | vi o t | ted States by t American consul at Pa 
becau of the convi et forth abo In this connection it is 
the com ee may Wish to mal ju of the Department of Stat 

Mrs. Kuznicki employed by the McClure Hotel at Wheeling, \ 
earl S56 per W ek She 41m hat h husband does not send he 
and that she has been porting h rself and the child from her ear 


Mr. Mollohan, the author of this bill, submitted the followi 
In support of his measure 


(‘ONGRES 


OF THE UNITED STAT! 
House or REPRESENTATI\ 
Washington, i: Va 


Dear Mr. CuHatrMAN: To supplement the information I supplied at a 
date concerning Mr. Walter Kuznicki, in whose behalf I have introduc 


5684. now pend ng before vour committec 


I enclose a letter a 
vou whit has ust been forw irded te me b the Right Reverend 
Fred J. Schwertz of Wheeling, W Va. 

I should like to add that I recently learned that Mrs. Kuznicki i 
plovee of the McClure Hote ot Wheeling 
With kindest regards, I am 


Sincere 








y yours, 


Ropert H. Mo 





WALTER KUZNICKI 


Wheeling, W 
EY W. REED 
House Judiciary Co 


ishington, D. C 
Mr. Reep: Under date of June 10. 1953, H. R 


i 


‘ 56084 was 1 
of Representatives by Hor Robert Mollohat n behalf of 


nicki I understand that this bill was referred to the Comm 


nicki’s wife, Mrs. Aniela Kuznicki, and son, Jean, now | 
Va., are most anxious to be reunited with Walter 


when I say that the separation of wif 


iving in Ber 
I know you wi 
e and son from husband and 
trving ordeal and an unnavural conditio1 I 1 happy to 
the good character, honesty, and integrity of M Kuznicki and her 
r arrival in this country about a vear 


4 ago. Therelatives with whom 
ow staying enjoy a very good reputation and are noted for their thrift 
ou that anything you can do to expedite this matter will be deeply 


} 


ry sincerely yours, 


Msgr. FREp. HWERTZ 
Ch wncell Tr 
consideration of all the facts in this case, the committee is 
opinion that H. R. 5684, should be enacted and accordingly 
mends that the bill do pass. 


O 
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j No. 1533 


DE ERNEST 


1954 Comm tied to the Committee of the Whol 


ss THompson of Michigan, from the Committee on the Judiciary, 


submitted the following 


REPORT 
[To accompany H. R. 5816] 


The Committee on the Judiciary, to whom was referred the bill 
H. R. 5816) for the relief of Mrs. Caridad Rosa Avila Leyva de 

nest, having considered the same, report favorably thereon with 
mendment and recommend that the bill do pass 

The amendment is as follows: 

Strike out all after the enacting clause and insert in heu thereof 
the following: 

at, notwithstanding the provision of section 212 (a) (12) of the Immigration 
nd Nationality Act, Mrs. Caridad Rosa Avila Leyva de Ernest may be admitted 

he United States for permanent residence if she is found to be otherwise 
missible under the provisions of that Act: Provided, That this exemption shall 
ipply only to a ground for exclusion of which the Department of State or Depart- 


' 


of Justice have knowledge prior to the enactment of this Act 
PURPOSE OF THE BILL 


The purpose of this bill, as amended, is to waive one exclusion 
lause of our immigration laws in behalf of the wife of a United 
States citizen. The bill has been amended to correct an error in 
lrafting. 

GENERAL INFORMATION 


The pertinent facts in this case are contained in a letter, dated 
January 8, 1954, to the chairman of the Committee on the Judiciary 
irom the Commissioner, Immigration and Naturalization Service. 
The said letter, and accompanying memorandum, reads as follows: 
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2 MRS. CARIDAD ROSA AVILA LEYVA DE ERNEST 





“a 
DiPARTMENT OF JUSTI 
IMMIGRATION AND NATURALI74 TION SER} Q 
Jan ar 
Hon. CHacuncry W. REED i 
Cc} Cammitiee on tl ] ry 
j of Repre We igion, D. ¢ 
Dresr Mr. Cyarrman: In response to your request of the Depa 
Justice for a report relative to the bill (H. R. 5816) for the relief of Mrs. ( 
Rosa A 1 Levva de Ernest, there is attached a memorandum o 
concerning the beneficiary his memorandum has been prepare j 


Immigration and Naturalization Service files relating to the beneficiar 
New Yor N. Y. office of this Service, which has custody of those files 


The bill w ld grant this alien the status of a permanent resident of 
States upon the payment of the required visa fee It also directs that 


the appropriate immigration quota 
edly a native of Cuba, and as such would be entitled t 
visa, if otherwise qualified It is noted that the a 
as been found ineligible for an immigration visa by a United Stat 





as drafted, makes no reference to a ground of ineligibi 














S ¢ } 
\. R. Mackey, Com? I 

I osurt 

MEMORANDUM OF INFORMATION FROM IMMIGRATION AND NATURALIZATION & 
Fires Re Mt Cartpap Rosa Avita LEYVA DE ERNEST, BEN! 

‘ H. R. 58 

The beneficiary is residing in Cuba, and information concerning her has b Tr 
furnished by her husband, Dr. Thaddeus Bajer Ernest of Jackson Heights, Q 
N. } s 

Dr. Ernest stated that the beneficiary, Caridad Rosa Avila Leyva de | st s 
also known as Caridad Rosa Avila Leyva, was born March 10, 1932, a i 
native and citizen of Cuba He stated he was born in Austria on January 12 4 
1892, and has been a practicing physician for some vears. He was admitted t | 
United States citizenship at Springfield, Mass., on June 18, 1919 He and t Ir. J 
beneficiary were married in Cuba on December 1, 1951. This was his i J t 
marriage, his first marriage having terminated in divorce at St. Thomas, \ Suu 
on October 16, 1951 Dr. Ernest admitted he had sexual relations w 1 Del 
beneficiary prior to their marriage, and while he was still married to his first jate i 





wife. He added that as a result of this relationship with the beneficiary pr 
their marriage, a child was born in Cuba on September 16, 1951. The child is HLeSpe 
presently residing with the beneficiary, and he sends his wife $25 to $20 a week 
plus clothing and other necessities. He added that he has made a will in fa 





. . ae LDO 

his present wife, and his life insurance policy is in her name. : 
. . ; an a T 
Dr. Ernest further stated that his assets consist of $50,000 real estate, a joint he op 
bank account with the beneficiary in the amount of $4,500, and a life insurance pecomy 


policy of $5,000 

Dr. Ernest stated that he filed a petition for the issuance of an immigratio1 
on behalf of the beneficiary, but the State Department refused to issue at 
gration visa on the ground that the beneficiary is ineligible to receive such a 
and is excludable from the United States under the Immigration and Nationa 


Act. 
Mr. Keogh, the author of this bill, appeared before a subcommittee 


of the Committee on the Judiciary and recommended the enactment 
of his measure, submitting the following statement in its support 


Marcu 25, 1954 


IN RE H. R. 5816, FOR THE RELIEF OF CARIDAD ROSA AVILA LEYVA DE ERN 


The visa applicant, Caridad Rosa Avila Leyva de Ernest, was born on \ 
10, 1932, in Cuba. She married her citizen spouse, Dr. Thaddeus Bajer F: 
in & civil ceremony on December 1, 1951, at Habana, Cuba. 


, 


Dr. Ernest executed a petition (Department of Justice form I-133 
issuance of an immigration visa on behalf of his wife and the same was sul 
to the New York office of the Immigration and Naturalization Service on D 
ber 17, 1951, for consideration and action by the Service. On February 5, 1952 





MRS. CARIDAD ROSA AVILA LEYVA DE ERNEST 3 


No. 3-2019 was approved and transmitted through the Department 
Vashington, D. C., to the American Embassy at Habana, Cuba, for 


1 


equired immigration documents were submitted t 1e American 
preliminary approval and the Embassy had the visa application 
consideration during the vear of 1952 and on Apri , 1953, after 
n, the Department of State informed me, as the attorney of record, that 
luded by the Embassy that the visa applicant was not eligible f 
fan immigration visa. 
ld by the American Embassy that the visa applicant at the ag 
ngaged in prostitution, and, was therefore, excludabk 
States under the Immigration and Nationality Act 
were not definite and the grounds of exclusion was bs 
ed the Cuban investigators. No formal charge was e\ 
ipplicant, and she was never arrested or charged, or inter 
lice authorities in connection with the alleged acts of 
) crime of moral turpitude involved in the exclusion order of 
issy, but through the discretion of the consular officer it has 
it the visa applicant is not a person of good moral character 
ld appear that any evidence obtained by the American Embass 
an independent investigation and stems from certain statements placing 
applicant at the home of relatives where she is alleg t 
acts of prostitution. The visa applicant has denied w 
such acts of prostitution at any time. 
est is a citizen of the United States. He was admitted to citizens 
supreme court, Springfield, Mass., on June 18, 1919 He is gainf 
1 and owns his home at 35-35 72d Street, Jackson Heights, N. ¥ 
the decision of the American Fmbassy, Dr. Ernest has been force 
nany trips to Cuba to visit his wife, and an unusual and extreme hs 
is resulted to the citizen spouse of the visa applicant 
ild be pointed out that Dr. Ernest is the father of a child, one Ernesto 
do Ernest y Avila, born of the union of the marriage between Dr. Ernest 
visa applicant. This child is registered at the American Embassy as an 
can citizen and is eligible for documentation to enter the United States 
Ernest wishes to have his wife and their son join him in this country for 
unent residence as soon as possible. In view of the continued hardship 
from the separation of the family, it is the hope of Dr. Ernest that the 
fore the committee will receive favorable consideration; and that appro- 
riate instructions will be forwarded to the American Embassy at Habana, Cuba, 
tthe admission of Caridad Rosa Avila Leyva de Ernest to the United States. 
espectfully submitted. 
Hyman MARGOLIEs. 


Upon consideration of all the facts in this case, the committee is of 


opinion that H. R. 5816, should be enacted and accordingly 
meommends that the bill do pass. 
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BASIL THEODOSSIOU 


Aprit 14, 1954.—Committed to the Committee of the Whole House and 


nh 


ordered to be printed 


Mr. GrauaM, from the Committee on the Judiciary, 
submitted the following 


REPORT 


[To accompany H. R. 7049] 


[he Committee on the Judiciary to whom was referred the bill 
H.R. 7049) for the relief of Basil Theodossiou, having considered the 
_ report favorably thereon with amendment and recommend that 
bill do pass. 
[he amendment is as follows: 
On page 1, line 8, at the end of the line, chenge the period to a 
Aw i P , £ ll : pe 
olon and add the following: 


at section 7 (d) (2) of the said Act shall not be hi 


Cheodossiou. 


PURPOSE OF THE BILL 


purpose of this bill is to permit Basil Theodossiou to apply for 
to enter the United States under the 
7) of the Refugee Relief Act of 1953, not 


he residential requirements set forth therei 


provisions Of section } 


withstanding his inability 


bill has been amended to remove th requireme! l fo! POSSeSSILOI 


rtificate of readmission to Ee, pt. 


GENERAL INFORMATION 


Basil Theodossiou, the beneficiary of thi 


} 


vas born in Egypt of Greek ethnic parents 

hi pertinent facts in this case are contained in an exchange of 
rs, dated January 12, 1954, and March 13, 1954, respectively, 
veen the chairman of the Committee on t 

epartment of State. They read as follows: 


I 


he Judiciary and the 
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BASIL THEODOSSIOU 


bo 


JANUARY 12, 
Hon. JOHN FosteR DULLEs, 
Secretary of State, Washington, D. C. Y 
DeaR Mr. Secretary: Ples find enclosed three copies of priva 
H. R. 7049, introduced by Representative Francis E. Walter of Pen 





a member of this committee 
Mr. Walter informs me that the beneficiary of his bill, a true hero of t 
operation undertaken by the French liner /le de France last Septemb« 


Atlantic, resides in Port Said, Egypt, and that he could be reached if 
munication to him is addressed to Post Office Box 13, Port Said, Egypt 
[he purpose of this letter is to request that our Embassy or our consul 
| gypt be asked to contact Mr. Basil Theodossiou immediately for th« 
of interrogating him regarding his personal data, so that vour Depart: 
could make a report on Mr. Walter’s bill. 
A formal request for a report is hereby enclosed. 


Sincerely, 


Crauncey W. REED, Cha 





Marcu 13, 19 
The HoNORABLE CHAUNCEY W. REEpD, 
Chairman, Committee on the J wiliciar /, 


House of Rep esentatives 


My Dy AR Mr Rt ED Refere) ce 1s made to previous correspol ce nee 
to the case of Mr Basil Basile Nicolas Theodossiou, beneficiary of H Rt it 


83d Congress, 2d session 


\ communication has now been received from the American consulate at 
Said, which reports that the local re putation of Mr. Theodossiou is good 
Greek consulate has stated that he is a man of excellent character. Further 
he holds a good-conduct certificate, given him for his service with the Br 
Armed Forces 

Mr. Theodossiou has informed the consulate that if he immigrates 
United States, he hopes to join the United States Navy or the merchant ma 
However, the Egyptian quota, to which he is chargeable for immigration purpos 
en very heavily oversubscribed for some vears. Present indicatio / 

must anticipate an extended period of waiting before a number fr 
quota will become available to cover the issuance of an immigrant visa to hin y 

At this time, the Department has no information from which it can be as 
tained whether Mr. Theodossiou would be otherwise eligible to receive an 
grant visa under the immigration laws and regulations. 


Sincerely yours, 








EpwarRpD S. MANEY, 
Director, Visa Off ( § Ss 
For the Acting Secretary of Stat 


Mr. Walter, the author of this bill, recommended the enactment o! m 
his measure and submitted the following letters from the beneficiary tions 
of his bill: M 


Port Saiw, January 1 
Hon. Francis E. WALTER, —_ 
Department of State, aN 
Washington 25, D. C 


Sir: I venture to write vou the present letter in order to give express { i. 
heavy debt of gratitude for your superlative support in connection with 1 
granted the requisite authority, under so exceptional circumstances, to i 
God’s own country. ail 
If the worthy representatives of modern democracy find it possible to gra oe 
request, they—in common with vour good self—will have conferred upo Tha 
unforgettable honor which but very few persons, unfortunately, have “ 
rare fortune to share. If, on the other hand, my dream cannot, in the wis¢ 
ment of the United States Congressmen, be realized I shall ever retain at 
serve the sweet memory of the wonderful interest and kindness you have beet 
good as to manifest for me 





I can assure you that, in any case, I shall never belie the confidence 
or support which may be reposed in me; and with special reference to your 





BASIL THEODOSSIOU 


r, I shall be gratified to 
iments 

you and your respecte 
ou of my grateful 


ect fully yours, 


pmit 
submitting that 
nerchant marine a 
at the Greek a 
16, specifics 
reek forces Owing 
xisted | 
to enroll 
adio and operati 
posted to 
ile serving I ¢ 
as posted in Ger 
er 9, 1947, as per coy 
the war I was the recipient of 
\frican Star, (b) 1939-45 Medal, 
Medal, (e) the War Medal 
re receiving my first class 
tary certificate 
ovember 14, 1947, I began my cares n the cl t navy and rved 
d the following ships: Stean satha t (Br , steamship Aatina 
wnian), motorship Cory (Briti ; isl lef 5 sritish), steamship 
Potamianos (Greek), steams! last- 
ned vessel I served from Decer er , 1950, unti ‘ ns pt De! 


g my service with Britis! as the Id w ecial permit 
L DY the Overseas Telecommunicat “ ( ccs ns, Vy é d in 
‘ity of second officer it le f tl fs the am quite e) "enced 1 


and that I intend obtaining a captain’s certific: é ne ture date 


gard to languages, I can speak Greek, I 
anish fluently 
thermore, I have gained good experi 
ich had to undergo surveys afford 
to the surveyors In add n, mu 
as been carried out by me. 
father is a shipping agent and managir 


tish divisional sea transport officer, Middl 
for UNRRA at Port Said, and cop 
two brothers, the elder who is aged 27 years is : f 
lant navy; the other is 16 years old and is still at school from which he will 
ate next year. My own age is 25 years. If admitted in th 1 States 
erica, my plans for the future are: (a) to join the Unit States Nav 
join the United States merchant navy, or work for any private company as 
eless Operator (c) obtain employment in connection with radio and elect 
installations work. 
In sincere hope that the information given in this letter will prove adequate, 
lhanking you for your kindness. 
Yours truly, 
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ComMMAND No. 3 SQuaprRon, g 
PALESTINE COMMAND SIGNAL REGIMEN fi 
July At 
ME/2551909 Signalman B. Theodossiou c O 


to this regiment approximately 3 years ago and 


He was emploved on nearly all branches of signal duties—at whi 


] re el pad! and re ale 
He has also been employed on all main wireless links from this head KI 
and proved to be e of 1e best operators we have had. 
His general character excel a 
N. War g 
Captain, Radio S 
Unitep Nations ReE.LigF AND REHABILITATION ADMINISTR 


Cairo, Marcl 
Mr Nico \ THEODOSSIO 


‘egret I was unable to attend p 
notorship J mera. 

there told me what a grea 
ties at Port Said had giv 


DrarR Mr. THEeopossiot 
the ceremonv for the commi 
However, Mr. Birk, wl 


the ceremony was and how 


and hard work to this mercy 
oth he and Mr. Spinks. y warm in their praise for 

unsparing efforts to make tl 
I should like to express | 

,ours sincerely, 





N. MatHew 
Chief. Balkan’s M 


UnitED NATIONS RELIEF AND REHABILITATION ADMINISTRATION 
Cairo, Novembe 
Mr. Nicotas THEODOSSIOU, 
Ismail Street 12, Port Said 


Dear Mr. Turoposstovu: I want you to know that I personally v 
appreciate the excellent work you have done in helping us to complete thi 
ship mera at Port Said. 

All of us who have been connected with this vessel realize that you ha 
far beyond the requirements of your agency with us, in assisting and 
every way possible to do all of the many things required to put this 
and all of us, including Mr. Leo Gerstenzng, Chief of the Bureau, art 
preciative of your efforts 

Phis is also a the loyalty and spirit of the Greek people, as repres 
by you for I a you realized that you were helping your great 
in assisting us to get this hospital ship started on its errand of mercy 
1ank you again for all of us. 

Yours faithfully, 








F. M. Spin 
Acting Chief, Transport S 
The beneficiary of this bill was the principal character in a tru 
story published in the March 1954 issue of the Reader’s Digest 
entitled Ile de France to the Rescue. Since that story demonstrates 
the decisive part played by Mr. Theodossiou in the rescue o! 
steamship Greenrmlle by the Ile de France in September 1953 
since his heroic de d led Lo the introduction of this bill, the comi 
believes that it is pertinent to this legislation, and it reads, in | 
as follows: 
Last er 20, the steamship /le de France, veteran of the Fre 
was making her way to New York from Le Havre, France. The big s! 


j } 
y 


Septen 








a capacity load of passengers, mostly American tourists bringin 





memories of their vacation in. Europe. But the passengers weren't 
day. They were 800 miles west of Ireland and a heavy storm was ragil 


LT 


; 
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= e-an-hour wind whipping up 50-foot waves. It was the kind of storm 
a asoned sailors to expect a distress call at an moment 
At m. it came, crackling in the earphones of the ship’s radio operator 
cs OS \ssistance required. We are steamship Greenville Position about 
{ 22.51 West. Wheel and bridge broker Our boats destroved.’’ 
shows that the Greenville is a small cargo ship flying the Liberian flag. 
de France radios Greenville. ‘‘We are coming to vou.’ Gree? / 
Quick, please.” 
le France now advises all ships at sea: ‘“‘Our course 253°, speed 13 
k to rescue Greenville.’ 
2 begins another drama of the sea. The passengers of the Jle de France 
their cabins seeking comfort from the storm, naware of what is 
7 new signal comes from the Green é ** A\eria rokel Using emer- 
Batteries running down.’ This is bad l ss G ? e can sta) 
has no hope of being rescued 
6 Greenville is heard again ‘Can you see us in radar?” she inquires 
tes later she repeats: ‘‘Any bearing vet in vour radar?’ 
France receives a message from a coastal rad ition at Valentia, 
1 relavs it to Greent é “Tugboat Turmo aiso proceeding to vi 
Our present speed about 15 knots’’ (the maximum speed //: Frar 
the storm 
answers: ‘‘Please hurr. We are making list and rolling badly 
)an inquiry comes from City of Chicago: ‘““Have vou found Gree? e?” 
is still no bearing of Greenville in Ile de France’s radar and the radio 
ers a note in the log: “Signal from Gree? e weake! At 7:51 
te: “Signal from Greenville disappears 
| lls Greenville several times, but all calls remain unanswered 
ve concern on board the rescue ship. With Green e’s trans- 
ce d, the disabled vessel wou 1 appear to be doomed Che I ade F ance 
to plow through the storm, but with no certain objective And with 
ng minute the silence becomes more ominous 
1:35 comes a message from the Mapledore. ‘Receiving position signals 
vu efit ite, 
Vapledore communication with Greenville is temporarily reestablished. 
22 Mapledore signals: ‘‘Greenville’s (radar) bearings getting closer. We 
s near us, but she has no lights.’ 
05 Ile de France, steaming through the dark, tries to reestablish direct 
ation with Greenville. ‘Our position now 50.00 North 22.50 We 
f you vet in radar.’ Silence. 
IS lle de France sends a new message We shall fire two rockets ever 
beginning 11:30. Please tell us bearing of them if sighted More 
1:31 Ile de France says: ‘‘We just fired one rocket Did you see it?’ 
2 minutes later: ‘Second rocket just fired.’’ But still no answer from 
Has her radio quit for good? 
at 25 minutes past midnight, a message from Greenville gets throug] 
gnal is weak, the news grim: ‘‘Sea getting worse. Can hardly stand.’ 
can only continue her search and fire rockets But the radio contact 
ved hope, and this is quickened when Mapledore informs Ile de France 
seen your rockets about 70°.” 
at 1:14 a new appeal from the Greenville: ‘‘We are in critical position. 
ficer killed. What distance from us, please?’’ 
90 there is a message of cheer from Mapledore to Greenviil: Ile de France 
1 us; must be nearer to vou Wish you the best of luck.’’ 
ere is still no bearing of Greenville in Ile de France’s radar and the radio 
ore than an hour. Hope dims Then, at 3:21, Greenville shows up 
lar screen. 
3:38 lle de France signals Greenville: ‘‘We are now 5 miles from you. How 
, on hand and what cargo?” 
Greenville to Ile de France: ‘‘Crew 26. One dead, three injured. Cargo 
Ss wheat from Montreal to Liverpool.”’ 
3) Ile de France advises Greenville: ‘Cannot lower boats tonight Shall 
to you until daylight.” 
re than an hour the two ships ride through the storm, jou ‘d only by 
nk of their radios. At 6:10 a message comes from Greenville: ‘‘Fear 
} ipsizing. If necessity arises, can you give rescue assista! : 
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lle to Greer Impossible to lower boats Do vou i 
No 1nswe 
7:26 Ile de France to Greenville: ‘‘Ready to take you by port 
ladders, rafts s and doors ready Do you intend abandor R 
l ISLO!I Line | 1u proceed New York , 
7:32. Gree e to Ile de Frar “Can vou wait until noor 
tradition of e sea, the captain of the Gree? e is doing his utmo 
vessel with its valuable cargo—a duty second only to the saving « : 
B / 4 Ca va Give reason wl 
i 
( / f Hopeful salva tug 7 noil co (it 
] ! S 
\ / L ithe Valentia radio stat | I ry 
f i ( it might be co g G l 
\ Are Vapledo wiswer N 
t i to I Ship will ) 1 ein 
~ i ( at ¢ 1 ve ()ur s iatio VJ ) 
ca 
N \ I ea 1 a 1a i c betwee the ¢ 
ry 1 new role On each ship ti captal sa 
; | 
At 10:04 lef i This 1 we pers ill \Ia 
( of CI io and Map abie to eip vo Oa ! 
Have t ake decision. Weather will not improv: Have 2,000 
Can ne end lifeboats Do vou tend to abandon ship For 
4 : 1 Maste | le Frar - 
For 501 es no a er comes from Gree? Cher D 
nean towing job? 
la »sa ige jo! Frar ) 
rr \I t pr eed New Yor Qul } 
Sudde l el ears from ( ) ( 
| ! / t uid ( ea you { 
() hoa 7 
3 la ( ow pro ed New Yor 
At > Grreer e savs: “Final answe 

















ed I proceed New Yorl It atu 
her no answer and at 12:21 / | ( 1a 
At 12°24 Gree e ash “Where will you take us? 
lle de France replies: *‘To New York You will have to jump ov 
rescued by our boats. Half crew at a time. Hurry before it is t« . 
be ming T ign aga 
But Gre is still thinking it over At 2:10 she asks: ‘‘He 
the tileboats carry 
lle de France answers: “‘Thirteen met lease stop your eng 
Finally, at 2:29, Gree flashes her final message: ‘‘We are aba 
le France relavs the messa re to all SHips at sea, and adds: “‘A 
crew sea verv rougi 
At 4:52 e France radios: “Still picking up erew. Have 17 me 
| for nearly 3 hours the /le de France maneuvers close to the 
e, While her boats struggle through the seas to rescue the shipwre 
One of tl ast to be pulled from the water is the Greenville’s radio o} 
is in full uniform, with three rows of decorations received in World Wat 
Se! of the Allied merchant marine 
At 5:18 Ile de France able to flash to all ships at sea: ‘‘QUM Ql 
( of distress communications 
Now from al! over the Atlantic come m«¢ ssages of conegr tulatior 
Veptunia to Ile de France ‘‘ Following with admiration vour wonde 
Crree? le.” Similar praise from Nieww Amsterdam, United States, P 
others 
At 7:06 /le de France sends a warning to other ships, giving the po 


o 
And at 10:42 a final I 
regarding Greenville 


message to all ships and coa 


entry in the log. It is followed bv a terse note fro 


alt dhe Ile de France 
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e was po sible only 
tituted a makeshift a 
e of copper wire attached ur 


weakness of her signal.’’ 


* 


ymmittee wishes to point out that this bill would not auto- 
uly grant Basil Theodossiou the status of permanent residence 
United States, but would make him eligible to apply for a visa 
r the special quota numbers allocated to natives of Greece 
iant to the Refugee Relief Act of 1953. 
pon consideration of all the facts in this case, the committee is 
‘opinion that H. R. 7049, as amended, should be enacted and 
rdingly recommends that the bill do pass. 
rn 
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ANNELIESE CATALINO 


ommitted to the Committee rayi the WI 


Wavtrer, from the Committee on the Ju arv, submitted the 


following 


REPORT 


[To accompany H. R. 7145] 


I 


Committee on the Judiciary, to whom was referred the bill 
R. 7145) for the relief of Anneliese Catalino, having considered 
same, report favorably thereon without amendment and recom- 
nd that the bill do pass; 


PURPOSE OF THIS BILL 


[he purpose of this bill is to waive one exclusion clause of our 
umigration laws, concerning the commission of a crime involving 
moral turpitude, in behalf of the wife of an honorably discharged 
United States citizen veteran. 


GENERAL INFORMATION 


Certain pertinent facts in this case are contained in a letter, dated 
February 19, 1954, from the Director, Visa Office, Department of 
State to the chairman of the Committee on the Judiciary, which 
reads as follows: 


Cuauncey W. Reep, 
Chairman, Committee on the J ud 
House of Re presental 
Deak Mr. Reep: Reference is made , 1954, 
s enclosures, wherein you request a re f Mrs. 
se (Heckford) Catalino, beneficiar yf | .. 7145 Lefer ‘ec is also made 
e Department’s interim replv of februar 
rding to a report received from the American consulate at Berlin, Mrs 
was convicted o!1 S« ptembe 
any, of receiving stolen goods in violation of paragraph 259 of the German 


vs 


. > ‘) } | 1 ‘ 
r 23, 1946, by the lower vuurt at Belzig, 


$2007 








2 ANNELIESE CATALINO 





Cr al Cod that she had t from an unknown man 1 
of potatoes wl shi I st have suspected under the 
had been stole since t I e ol h she was convicted has he 
InVOLVE oral turpitude wit n the meaning of section 212 (a ) 
gration and tionalit \ res} sible consular officer had 

e la t to ia the al > OF Al migrant visa to her 

‘ ea the Dena knowledge of any factor in M 
case ther than the information hereinbefore cited, which would r 
eligipie to re e al rant \ i However, it should be borne in 
any other ind of ineli ty hich may come to light prior to 1 
would pre if ita iro recelving @& V1sa 

Q : 








EDWARD 8S. Manny 






























Mr. Davis of Wisconsin, the author of this bill, recommer 
early consideration of his bill and submitted the following letters 
support of his measure 
CONGRESS OF THE UNITED STATES 
House oF REPRESENTA 
Washington, D. C., Feb l ) 
te! bill, H. R. 7145, for Mrs. Anneliese Catalino 
I Ci cEY W. REED 
( ? ( ? { J 1 
H I é Was} dton 25, D. ¢ 
DEAR COLLEAGUI Phar vou for sending me : copy of the State De 1 
report s you esponse to your request of February 4 [ am pleased 
that the Director of the Visa Office reports to you that the Departm« 
knowledge of any factor in Mrs. Catalino’s case, other than the potato | 
which wou ider her ineligible to receive an immigrant visa. 
\s point in my Fe ry 1 to Chairman Graham of the 8 
ittee on Immigration, the subject of my bill was the wife of a Gert 
killed in World War II, leaving her with two small children. In 1946, w 
obtain fe 1 for ther he crossed the boundary into the Communist-he d 
of Berlin and purchased 20 pounds of potatoes from a farmer. | 
across the border, sh¢ is caught by Co inist police, but refused 
man from whom she had purchased the potatoes, because she knew 
l ve him in black marketir ( 
Her $3 fine by a Soviet people’s court was canceled and she was allowed 
return to her children in West Berlin. So far as I know, this is the onl) ar / 
her record that prevents her entry under our laws, and I am sure you w 
there were very extenuating circumstances 
Joseph Catalino, my constituent, was born in the United States and served n 
World War II with the American Army, from 1946 to 1952 of his service | 
Berlin, where he met the subject of my bill. After his discharge, he r 
Germany and married her, but as unable to bring her back to this 
He now is employed at the United States Veterans Hospital in Madison, W 
my district, and resides in DeForest, Wis., which is near Madison. 
I hope that with the State Department report on this situation, your « 
now will hold a hearing on H. R. 7145. If there is any further informa 
furnish, either by letter or by appearance before your committee, I will gla 
to do so as [ am most anxious to have this bill considered. 
Very sincerely yours 
GLENN R. Davi 
Member of Cor 
Torsaas, Hart, KRAEGE & JACKMAN, al 


ATTORNEYS AT | 
Madison 8, Wis., November 
Hon, GLENN R. Davis, 
House of Re pre sentatives, 
Washington, D. C. 
DEAR Mr. Davis: Mr. Jos ‘ph Catalino brought your letter of Oetober 28 
to us and we have prepared an affidavit with attached documents 
enc] se, as vou re que Ste d. 


2 
a 








ANNELIESE CATALINO 


» me that this is a particularly worthy case, and I cannot understand 


Department is so reluctant to grant Mrs. Catalino admission to the 
es. Iam personally acquainted with Mr. Catalino and know him to 
ible, responsible, hard-working individual. If ther nytl ' 

ild appreciate your pressing this matter as much as possi 
truly yours, 
F W 


ES OF AMERICA, 
or WISCONSIN, 
Dane County, ss: 
Catalino, being first duly sworn, on oath says 
as born Guiseppe Catalino in the city of New York, N. Y , on January 
a photostatic copy of my birth certificate being hereto attached; that 
licized my first name for the convenience of others anc w go by the 
yseph Catalino and Joseph Mark Catalino; that I am presently employed 
ited States Veterans’ Administration as an atten¢ t at the terans’ 
ration hospital at Madison, Wis 
luring World War II I served in the Armed For 
e conclusion of the war was stationed in Berli 
of sergeant, bore the serial number RA36293315 : 
iartermaster Service Company. While so station¢ 
Sarge Heckford, a widow, who resided in Berlin. She was t widow 
ian soldier who was killed during the war. She is the mother of two 
ldren by her deceased husband She is a woman of good reputatio1 
cared for her children since her husband’s death; that from my observa- 
sa good housekeeper, clean in person and of good disposition; she is not, 
Ihave known her has not been afliliated with any politi ps nor 
gaged in political work, but has devoted all her energy to making a home 
uldren and supporting them 
I desired to marry Anneliese Heckford and applied to my commanding 
in February 1952 for permission to marry but permission was refused 
(Anneliese Heckford had been convicted in an East Zone of Germa 
nal of stealing potatoes. I consulted with Anneliese Heckford about the 
n and she told me that shortly after the war she had journeyed into the 
of Germany occupied by Russian soldiers and had there purchased 20 
f potatoes which she needed for food for herself and her tv *hildren 
irning to her home, but while still in the East Zone of Germany she was 
1 with the potatoes in her possession and she was accused of stealing the 
utoes Which she had purchased. She was fined 300 marks even though she 
ed her innocence, but chose to pay the fine rather than to be detained in the 
Zone and leave her children without care. She told me she had been con- 
of no other crime at any time and this one conviction in the East Zone court 
only conviction, and she considered it unjust as she had done nothing 
est, 
eve she was telling the truth. I still desired to marry her because I was 
love with her and I believe that she is and will be a dutiful and faithful 
he Army returned to 
in, appeared before O. Lee Cossels, vice consul of the Unite ites at 
Germany, made affidavit, photostatic copy of which is hereto attached, 
utied Anneliese Heckford in Berlin, Germany, on September iy A 
tic copy of our marriage certificate is hereto attached 
| I desire that she join me in the United States and make her hor 
ind I have tried every method we know of to obtain her : 
i States, but we are advised that the Department of State will 
» Uniced States because of the said conviction which s 
ast Zone of Germany. My wife is a good woma i 
e of a character likely to do any criminal act. She is in 
1G physical. 


be taken either to get State Department permission to enter t] 
so that the Congress can take action to permit her entry. 
fully able to take care of my wife and her children, to support 
home for them. If her children cannot be admitted now, sh 
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ota 
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JOSEPH ( ALINO 
November 19 
W. L. Jack 
Nota F 


s in this ease, the 


ild be 


committee is of 


enacted and a 


cordingly 
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LIBRARY 


Aprit 14, 1954.—Committed to the Committee of tl 


ordered to be prir ted 


Miss Toompson of Michigan, from the Committee on the Judiciary, 
submitted the following 


REPORT 


[To accompany H R, 7150] 


The Committee on the Judiciary, to whom was referred the bill 
(H. R. 7150) for the relief of Thora June Grumbles, having considered 
the same, report favorably thereon without amendment and recom- 
mend that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of this bill is to grant the status of permanent residence 
in the United States to Thora June Grumbles, the wife of a United 


tates citizen. 
GENERAL INFORMATION 


The pertinent facts in this case are contained in a letter, dated 
farch 4, 1954, from the Acting Commissioner, Immigration and 
aturalization Service, to the chairman of the Committee on the 
judiciary. The said letter, and accompanying memorandum, reads 
follows: 
DEPARTMENT OF JUSTICE, 
IMMIGRATION AND NATURALIZATION SERVICE, 
Varch h. 1954. 

Hon, CHAUNCEY W. REED, 

Chairman, Committee on the Judiciary, 

House of Representatives, Washington 24, D. ( 

Deak Mr. CuHarRMan: In response to your request of the Department of 
lstice for a report relative to the bill (H. R. 7150) for the relief of Thora June 
rumbles, there is attached a memorandum of information concerning the bene- 
tary. This memorandum has been prepared from the Immigration and 
aturalization Service file relating to the beneficiarv bv the San Francisco, 
alif., office of this Service, which has custody of that file 


42007 








THORA JUNE GRUMBLES 


bo 


The bill would grant the alien permanent residence in the United States 
payment of the required visa fee As the wife of a United States cit 
beneficiary would be entitled to issuance of a nonquota immigrant visa 

Sincerely, 
B. G. HaBBern 
Acting Comn 


MEMORANDUM OF INFORMATION FROM IMMIGRATION AND NATURALIZATIO) 
Service Fines rE THora JUNE GRUMBLES, BENEFICIARY OF H. R. 7159 


The beneficiary, Thora June Grumbles, a native and citizen of New Zealand 
was born June 23, 1924, at Whangerei, New Zealand. She first entered thi. 
country October 24, 1944, as a nonquota immigrant for permanent residence, by 
she and her United States citizen husband decided to move permanently to N 
Zealand, and departed January 30, 1948. However, her husband becany 
satisfied with New Zealand and they decided to return to this country, | 
husband returned and she followed to join him. Subject secured issua 
nonquota visa as a returning resident and was admitted to this country 
15,1949. Deportation proceedings were instituted on the ground she did 
a valid immigrant visa at time of last arrival. Having abandoned her prior : 
dence in this country, she was not entitled to issuance of a returning resid 
but should have had a visa as the wife of a United States citizen. She ha 
granted voluntary depsrture in lieu of deportation. 

The beneficiary is married to a native of this country, and thev have 2 
children, 1 of Whom was born in New Zealand and the other born in Texa 
husband is employed by Maclean & Son, 81 Pleasant Street, San Jose, Ca 
his net weekly salary amounts to $80.20. Beneficiary is unemployed, alt 
she worked a short time at the San Jose Hospital. They have an equity of $9 
in their home, furniture, and car. No derogatory information was obta 
the result of neighborhood investigation. 


Mr. Gubser, the author of this bill, appeared before a subcommitt 
of the Committee on the Judiciary and testified in support of his 
measure, as follows: 


On January 11, 1954, I introduced H. R. 7150 for the relief of Mrs. Thora 
Grumbles. This action was taken after thorough investigation of the ¢ 
stances, and only after I was convinced that the case is a most worthy o1 

Mrs. Grumbles is the wife of Mr. Leonard Grumbles, a United States 
and they reside at 1023 Lincoln Court, San Jose, Calif. They have 2 U: 
States citizen children, ages approximately 5 and 8. Mrs. Grumbles first 
the United States for permanent residence on October 24, 1944, and remain: 
until January 30, 1948, when she and her husband decided to abandon their 
and return to New Zealand. 

Mr. Grumbles eventually became dissatisfied in New Zealand and f 
conditions undesirable. He returned to the United States and Mrs. Gru 
followed him in January of 1949. She applied in good faith for her immigrat 
visa at the American Consulate in Auckland, New Zealand, stating the entir 
facts concerning the previous actions. The American consular officer proceed 
to issue her a nonquota immigration visa under the provisions of section 4 (| 
the Immigration Act of 1924 as a returning resident alien. She returned to the 
United States on January 15, 1949. 

The immigration authorities now hold that she was not entitled t« 
under the above section of the law, but rather should have been issued a1 
tion visa under section 4 (a) of the 1924 act as the wife of a United States « 
The contention is that she was not in possession of a valid immigratio: 
the time of her last entry and she has therefore become the subject of deportat 
proceedings 

During the month of February Mr. Grumbles suffered an injury resulting in 4 
fractured spinal disk, which will eventually necessitate surgery. He is present 
at work although he is in a metal brace from armpits to hips. They are atte! 
ing to conserve their funds for this operation, in addition to purchasing th: 
and providing for their children. 

I can find no just cause for penalizing Mrs. Grumbles due to an err 
part of an American consular officer. The situation could surely hav: 
rectified at little expense through the efforts of the proper authorit 
Department of State and immigration officials. The beneficiary of 








THORA JUNE GRUMBLES 


any way be considered responsible, and to compel her to depart from 
ited States to obtain the proper immigration visa would be, in my opinion, 
nscionable action and would cause extreme hardship to the entire family. 
nectfully request your favorable consideration of H. R. 7150. 


| rm 
(pon consideration of all the facts in this case, the committee is of 
‘he opinion that H. R. 7150 should be enacted and accordingly recom- 


nds that the bill do pass. 


melt 
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1, 1954.—Committed to the Committee of the Whole House and ordered 
to be printed 


\ir, GRAHAM, from the Committee on the Judiciary, submitted the 
following 


REPORT 
[To accompany H. R. 7761] 


The Committee on the Judiciary, to whom was referred the bill 
H. R. 7761) for the relief of John Lewis Pyles, Jr., having considered 
he same, report favorably thereon with amendment and recommend 
that the bill do pass. 

The amendment is as follows: 

On page 1, line 4, strike out the first word “or” and substitute in 

i thereof the word ‘“‘and”’. 


PURPOSE OF THE BILL 

The purpose of this bill is to facilitate the entry into the United 

S States of the minor alien child of a United States citizen, notwith- 
standing the fact that the child is held to be inadmissible due to feeble- 
mindedness and a mental defect, both apparently caused by a mishap 
hich occurred at birth. The child is not deemed to be a United 
‘tates citizen at birth solely due to the fact that the citizen father 
vas under 21 years of age when the child was born in Great Britain. 
The bill has been amended to correct an error in drafting. 


GENERAL INFORMATION 


All the pertinent facts in this case were submitted to the committee 
by Representative Spence, the author of this bill. 
A letter from the Director, Visa Office, Department of State, dated 
27, 1954, to Representative Spence, reads as follows: 





2 JOHN LEWIS PYLES, JR. 


DEPARTMENT OF Srary 
Washington, January 27, 195 
Hon. BRENT SPENCE, 
House of Representatives 

My Dear Mr. Spence: I refer to my letter of December 15, 1953, concern}; 
the immigrant visa applications of Mrs. Irene Pyles and her son, John Ley 
Pyles, Jr., the family of Yeoman John Lewis Pyles, United States Navy, Nay, 
No. 100, Fleet Post Office, New York, N. Y. 

A report has now been received from the American Embassy at London stating 
that the son John was medically examined by the Unived States Public Healt} 
surgeon attached to the Embassy on November 13, 1953. The surgeon reported 
that the child was suffering from cerebral diplegia with mental retardat; 
Accordingly, the Embassy notified the child’s father on November 16, 1953. tha: 
the child was ineligible to receive a visa under section 212 (a) of the Immigrat 
and Nationality Act. 

The boy was reexamined on December 29, 1953, and the surgeon’s comments 
in full, are as follows: “John Lewis Pyles, Jr., aged 3, son of John L. Pyles 
yeoman, United States Navy, is suffering from cerebral diplegia with menta| 
reiardation. The degree of defect is very severe and leaves us no choice b 
designate him ‘class A.’ He is unable to walk unaided and the function of bot 
hands is impaired by athetoid movements. He is unable to speak.”’ 

In the circumstances, the consular officer in charge at London has no alterna 
under existing laws but to refuse the issuance of a visa to the boy 

Sincerely yours, 





Epwarp S. Manry 
Director, Visa Off 


In addition, Mr. Spence submitted the following letters recom- 
mending the favorable consideration of his measure: 


Navy No. 100, 
Fleet Post Office, New York, N. Y., November 17, 195 
Hon. BRENT SPENCE, 
House of Representatives, 
Washington, D. C. 

My Dear ConGRESSMAN: I am in the United States Navy, stationed at the 
United States Naval Facility, London, England. I was bornin Mayslick, Mas 
County, Ky., and have lived there all my life until I joined the Navy 6 years ag 
Although my parents do not know you personally, we have been strong supporter 
of yours for years and have watched your progress with interest, never realizing 
that the time would come when it would be necessary to write to you for help 

During my present tour of duty in London, I married an English girl and i: 
course a son Was born to us. It has been our misfortune that the child was bor 
with cerebral diplegia. I have been advised by doctors that the conditi 
usually improves with the passage of time, and that my son will ultimately bi 
able to live a useful life. In the meantime, however, I find myself in this positi 
My present tour of duty is drawing to a close and, although my wife has obtained 
a visa to return with me to the United States, the American Embassy in Londo! 
will not grant a visa for my child to accompany us. The reasons which they assigt 
are twofold. The first is briefly stated in the first enclosure to this letter, namely 
the child is not entitled to an American passport because I failed to fulfill th 
residence requirements of section 201 (g) of the Nationality, Act of 1940. Id 
not think that this is a fair interpretation, if it results in my son not obtaining al 
American passport, since the only thing which has stopped me from fulfilling th 
residence requirements of the act is that I was on active duty with the U: 
States Navy protecting my country’s interests overseas. It does not seem right 
that a technicality of nonresidence in the continental United States should 
invoked against a serviceman doing his best for his country and traveling wher 
his country’s interests send him. 

The State Department also mentions that my son is not entitled to a Ut 
States passport because he was born prior to my 2Ist birthday. As a matte! 
fact, my son was born a short month before my 21st birthday, and again i 
to me that this proves that the act works an unfair hardship, since if a man is old 
enough to fight for his country overseas, the technicality that he has not reac! 
his 21st birthday appears an empty one 

Because my son was held to be ineligible for a United States passpo1 
reasons stated above, my wife was forced to have him added to her Brit Dass- 
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JOHN LEWIS PYLES, 


it was ot this point that it was necessary to seek a visa for him, in order 
is well as my wife to accompany me to the United States upon my transfer 
r American Embassy in London gave him a routine phvsical examina- 


he doctors made the finding that he suffers from cerebral diplegia with 
‘olass A.”’ The effect of this classifica- 


Improves, 


tardation and designated him 

» exclude him from the United States at least until his condition 
me that after a lapse of ‘‘some vears’’ he prove sufficiently, 
be changed and a United States visa issued to him 


Ise may 
designation may 
shown in the second enclosure to this letter. 
ean American serviceman wl ordered to return to the Uni 
a routine transfer is entitled to bring his wife and child with him 
re is no question of political lovaltyv or security inv« lved and so lo 
of them has an infectious or contagious disease I believe it is unfair 
te a father and mother from their onlv son, and particularly so when 
has no choice but to be fer 1e is in tl Ay d Ferces of his 
I therefore request vou to do what you can to get the State Depart- 
my son can accompany his father and mother 
introduce appropriate legislation in Con- 
our son with us There is no one 
and I think it unrealistic and cruel 
with my son while 


o bas been 


os 
¢ 


change its ruling so that 
United States or, if necessary, 
thet we can take 


this hardship case, so 1 
ngland with whom we can leave 
my wife live the rest of her life 
years of my life serving my country in th 


our son 
n a foreign countr 
United States Navy without 


of either of them 
to mv present tour 


: ; 
of my son into the 


pany 

asked the naval authorities for a 6-month extension 
n London so that I ean attempt 
In the meantime, the 


to secure the entry 
{ States upon my transfer last hope of my wife 
vself is the action which you ean take to save my little family and preserve 
init. There are times when the work of a Senator borders on that of God 
to do about this 


let me hear what you propose 


also written to Senator Cooper and Congressman Spence on this subject, 


ope you will be able to coordinate with them 
Sincerely vours. 

Joun L. PYLEs, 
Third Class. United State Vavy 


Yeoman, 


Vays 


gressman BRENT SPENCE, 

Representative from Kentucky, Washington, D. ¢ 

Dear Str: I wish to bring to your attention the predicament in whieh my 

phew finds himself. He is John L. Pyles, YN3, United States Naval Facilit. 

wy 100, Box 60, Fleet Post Office, New York, N. Y. 

John made his home with me and my parents from the time he was 7 years old 
I was his legal guardian during 

After his graduation from 


til he graduated from May’s Lick High School. 
Subsequently, 


this time, and remained so until he became of age. 
gh school, he joined the United States Navy about October 1947 

e was stationed in England, where he met an English girl and married November 
1949, with my written consent as his guardian. 

on, John Pyles, Jr., was born. This was before John had 
rthday, which makes the child a British subject, so I have been told 


\ll of this is not without recourse. The sad part of the story is that the baby 
When they applied 


vas injured at birth and suffers from a physical condition 
ra visa, he was turned down, put in a ‘‘class A group” that John says means 
he is not entitled to an American visa at any time As long as John was 
stationed in England this did not present a problem. Now he can be transferred 

k to the United States which is his home and only natural that he should want 
ive here. On the other hand, he is not willing to give up his wife and child, 
has put in an application for an extension of duty in England until he can get 


The following August their 
reached his 2Ist 


help. 

We know that this is making an unhappy situation for John, and feel there 
iid be some way to make it possible for him to come back to the United 
te All of our ancestors were living in this country before the Revolutionary 
ar, at least 16 of them we know took part in that struggle for freedom. 
self has given 6 years of his life to the service of his country and has contracted 


The members of our family from the present day back as far as 
I am serving on the 


John 


give more, 
have any record have been better than average citizens 
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Mason County Board of Education; my father also served on it 40 years a 
was on the first commission elected in Mason County. My grandfather wo 
president of one of the Maysville banks at the time of his death 60 years go, 
Of my great-grandfather I will quote from a newspaper obituary which has }y 
passed down to us, written after his death in 1845: ‘No family can 
greater obligations to God for the blessings of an honest, trustful father g; 
Christian mother.”’ 
Your help to make it possible for John to return to his country to liv: 
greatly appreciated. 
Very truly yours, 
JAMES L., Py 


Locust BEND Farm 
Maysville, Ky., February 1, 

Representative BRENT SPENCE, 
House of Representatives, Washington, D. C. 

Dear Mr. Spence: We appreciate your effort in behalf of my nephew, Yeomg 
John Lewis Pyles, United States Navy, Navy No. 100, Fleet Post Office, New 
York, N. Y. We seem to be up against a stone wall, and while we appreciat, 
your opinion of the law that prevents him from bringing his child back to this 
country, won’t you please advise me the next step to take. I would prefer a: 
exception to the law rather than changing the law itself. Can’t you advis 
who and how this can be brought about? 

John is the eighth generation of the Pyles family to be a citizen of Amer 
Not one of his ancestors came here after the Revolutionary War. How ca 
be denied the priviledge of coming home and bringing with him a poor helpless 
child that may never be able to exist without parental care? I have been t 
this condition was caused or at least could have been caused by the unusua 
circumstances that occurred at the time of its birth. As far as I can learn, the: 
is nothing to indicate that it was caused by any hereditary tendencies and this 
same problem can happen to anybody. There is no Christain law that 
mands a man to abandon a helpless child, or else he shall be exiled from his | 
land. If this be a Christian country, then there is a solution to this probler 

Very truly yours, 


e 


JAMES L. Py.us 


THe Srate NatTionat Bank 
Maysville, Ky., February 10, 195 
Hon. Brent SPENCE, 
Member of Congress, Washington, D. C. 

Dear Mr. Spence: I am writing you regarding H. R. 7761, introduced | 
you for the relief of John L. Pyles, Jr. The Pyles family is one of the prominent 
old families in our county. Members of the Pyles family have been prominent 
all community affairs in Mason County. Mr. James L. Pyles is now a member 
of the Mason County Board of Education. His father is a director of the bank of 
Maysville and the grandfather of Mr. James L. Pyles was at one time a director 
and vice president of this bank. Yeoman John L. Pyles is the son of EKugen¢ 
Pyles and also a nephew of James L. Pyles of Locust Bend Farm near Maysville, 
Ky. Weare thoroughly familiar with this family and strongly believe that John I 
Pyles, Jr., would not become a public charge if permitted to enter the United 
States. We urge that this bill be passed. 

Sincerely, 


W. W. Ba 


Mason County ScHoots 
Maysville, Ky., February 10, 
Hon. Brent SPENCE, 
House of Representatives, House Office Building, 
Washington, D. C. 
Drak Sir: On February 4 this year, there was introduced in the H 
tepresentatives bill No. 7761. The purpose of this bill was to permit a: 
to the United States of John L. Pyles, Jr. His father is now doing servii 
United States Navy. Because of some technicality this piece of legislat vas 
necessary. ‘The purpose of the statements we are making is to supply 
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} 


UV and t ir standing 


evidence as to the background of the Pyles fan 

nity. 

L. Pyles, Sr., father of the boy in question, graduated from Mays Lick 
School in Mason County in 1947. His family, that is, his father, uncles, 
grandfather are from an old pioneer family. They are well respected. One 

uncles is @ member of the county board of education and has served as an 

| of the farm bureau. Several members of the family have been active i: 

notion of educational improvements in Mason C 

ers and operate one of the largest and most 
state. 


ounty They are large 
outstanding poultry farms 
are amply able to provide for any and all members of t] 
none of their fiesh and blood will ever suffer 
Very truly yours, 


ie family l am 


or lack of provision. 


Emory G 


Mays Lick PRESBYTERIAN CHURCH 
Mays Lick, Ky.. February 11, 1954 
3RENT SPENCE, 


House of Representatives, Washington, D. ¢ 
\R SIR: Mr. James Pyles has asked me to write to you in behalf of his 
w, Yeoman John Lewis Pyles, now in England serving the United States 
is | understand the problem, John Pyles, on 

is wife and child, is unable, according to 
tes and bring his family with him, unless it ¢ 


account of circumstances concern- 
our laws, to return to the United 
an be established that his relatives 


first-class circumstances and will guarantee to be altogether responsible for 


ome 


[am only too glad to comply with this request and to say that I have known this 
family since becoming pastor of this church 2 vears ago. 
Mr. and Mrs. Will E. Pyles, James’ parents, have been lifelong members of the 
rian Church, as has James himself and also John Lewis. The elder 
1as conducted a very successful dairy and poultry farm here in Ma 
for the last half century, and as far as my knowledge is concerned, is « 
county’s most highly admired and respected farmers. 
erning their character, integrity, and dependability I 
ist adverse criticism, and their son James together wi 
following in the footsteps of the elder couple. 
it is my sincere opinion that whatever agreement th 
rning John Pyles and his family, would be fulfilled to the 


have never heard 


Very cordially yours, 


. BRENT SPENCE, 
Representative from Kentucky, 
Washington, D. C. 
sR Mr. Spence: The records of the Mason County cler! 
lames L. Pyles, uncle of Yeoman John L. Pyles, was appoint 
937 with the consent of the father, Eugene Pyles. At that 
e said Yeoman Pyles were divorced in Indianapolis, Ind., a 
County to make his home with his uncle, James L. Pyles, ar 
Pyles. Yeoman Pyles received his education and graduated from 
High School. Soon afterward he joined the United States Navy. 
Pyles family are among the oldest prominent families in the count) 
in outstanding record as good citizens for all the generations known 
are financially able to assure you that John Lewis Pyles, J1 
ec charge if permitted to enter the United States It 
would make every effort possible to see that the child r 
eded. 


Yours very truly, 


J dge, Mason Co 
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BANK oF Maysvir1 
Maysville, Ky., February 1¢ 

Hon. BRENT SPENCE, 
House Office Building, Washington, D. C. 

Dear Mr. Spence: I am writing to you in regard to the recent bill i: 
by you February 1954, H. R. 7761, for the relief of John Lewis Pyk 
James L. Pyles, uncle of Yeoman John Lewis Pyles, has brought 
attention. 

I am well acquainted with the Pyles family and know that John Lewis Pyles. J; 
will not become a public charge if allowed to enter the United States. My 
Pyles, father of Yeoman Pyles, owns his home and general country store, 
operates himself. Mr. James Pyles, uncle of Yeoman Pyles, served as hi 
from the time he was 7 years old and has a great personal interest in h elfa 
He and his father operate 909 acres of land in Mason County. Mr. W. 8. p 
father of Eugene and James L. Pyles, is a director of our bank, havir 
that capacity for 30 years. He is considered one of Mason County 
standing and useful citizens, having been instrumental in many progres 
including membership on the first Mason County Board of Education, fi I 
County Commission, as well as taking part in the movements for rur 
delivery, transportation of rural school children, formation of the county t 


ce mpany, ete 

Thanking you very much for your assistance in this matter, which wi 
greatly appreciated by the Pyles family. 

Very truly yours, 
J. M. Frncu, P 

Upon consideration of all the facts in this case, the committee is 
the opinion that H. R. 7761, as amended, should be enact 
accordingly recommends that the bill do pass. 















NGRESS | HOUSE OF REPRESENTATIVES { Report 
ee70N } No. 1538 


RING JURISDICTION ON THE ATTORNEY GENERAL TO 
ERMINE THE ELIGIBILITY OF CERTAIN ALIENS TO BENE- 
UNDER SECTION 6 OF THE REFUGEE RELIEF ACT OF 1953 


. 1954. Committed to tl 


Waxtrer, from the Committee on the Judiciary, submitted the 


following 


REPORT 


Committee on the Judiciary, to whom was referred the joint 
tion (H. J. Res. 476) to confer jurisdiction on the Attorney 
al to determine the « ‘ligibilitv of certain aliens to benefit under 
m6 of the Refugee Relief Act of 1953, having considered the same, 

favorably thereon with amendments and recommend that the 

solution do pass. 
‘amendments are as follows: 


mage 2, line 2, after the si “political opini on:”’ insert the 


“Antonio Aikler, Antonio Joseph A kler. Kmil Federico 


page 2, line 13, after the name ‘‘Villem Ilves,’’ insert the name 
esco lurman,’ 
age 2, line 15, after the name ‘“‘Ascold Kalre’’, insert the name 
Kaminski,” 
1 page 3, line 13, after the name ‘Jozef Rojowski,” insert the 
‘Roman Semkow,”’ 
page 3. line 24, after the name “Jozef Woszezak.” insert the 
‘Alberto Yurman,”’ 


PURPOSE OF THE JOINT RESOLUTION 


' purpose of the joint resolution, as amended, is to permit a 
of European refugees, temporarily residing in the United 

es, to make applications for the adjustment of their immigration 
s under the Refugee Relief Act of 1953 by waiving certain require- 


nts thereunder relating to the date of filing of applications, date of 
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occurrence of the events which occasion their inability to ret 





the country of birth, nationality, or last residence, and imm \ 
status at the time of the entry into the United States of each 5 
GENERAL INFORMATION 
There are 153 beneficiaries of this resolution. The majo 
them are natives of Poland and the remainder are natives of Esto) 
Latvia, Russia, Venezia Giulia, and Yugoslavia. 
Most of the beneficiaries are bona fide seamen who escaped 
Communist-dominated countries and failed to reship foreign 
their admission into the United States for varying periods o 
With one exception, all of the aliens listed on the resolution ; 
beneficiaries of private bills introduced in Congress as follows: 
H. R. 698, by Mr. Cunningham H. R. 2671, by Mr. Sieminski 
H. R. 800, by Mr. Keogh H. R. 3118, by Mr. Heller 
H. R. 844, by Mr. MeDonough H. R. 3123, by Mr. Morano 
H. R. 865, by Mr. Morano H. R. 3449, by Mr. Greer 
H. R. 866, by Mr. Morano H. R. 3806, by Mr. Buckley 
H. R. 867, by Mr. Moran H. R. 4142, by Mr. Robeson of \ 
H. R. 901, bv Mr. Sadlal H. R. 4569, by Mr. Klein 
H. R. 928, by Mr. Sieminski H.R , by Mr. Heller 
H. R. 935, by Mr. Sieminski H.R 5, by Mr. Morano 
H. R. 941, by Mr. Sieminski H.R 53, by Mr. MeCorm 
H. R. 1506. by Mr. Sieminski H.R 3, by Mr. Rogers of ( 
H. R. 1507, by Mr. Sieminski H. J 201, by Mr. Dono, 
H. R. 2425, by Mr. Roosevelt 
In one case, involving a native of Poland, Roman Semkow, R 
sentative O’Konski refrained from offering a bill at the comm 
request, hut suggested that the name of the alien be included 
resolution since the facts in Mr. Semkow’s case are similar to t! 
the other beneficiaries. 
Chis resolution would not grant to the aliens therein nam¢ 
manent residence in the United States. Its sole effect would 
make these aliens eligible to apply for adjustment of their im 
tion status under section 6 of the Refugee Relief Act of 1953 (675 
403) by waiving certain impediments which would make them in¢ 
for such relief notwithstanding the fact that they are, in effect, re! 
for whom relief was contemplated to be granted under the above 
act 
Kach case covered by this legislation would be processed in a 
ance with outstanding regulations under the usual pre¢edures afl 
aliens petitioning for relief under applicable law. In additi 
committee wishes to urge the Attorney General to apply very 
and careful screening in the case of each alien for whose ben S if 
legislation IS proposed to be enacted. SI 
lhe committee received from the Department of Justice the { 
ing communication pertinent to this resolution: 
Unirep States DEPARTMENT OF JUSTICE, 
IMMIGRATION AND NATURALIZATION SERVI 
Wash igton oe, ee Ge Apr { TEES 


Hon. Cuauncrey W. Reep, 
Chairman, Committee on the Judi rary, 
House of Representatives, Washington, D. C. | 
Dear Mr. CuarrMan: Reference is made to your request for a report 
to the joint resolution (H. J. Res. 476). It is understood that this joint r ee] 
which would confer jurisdiction upon the Attorney General to deter 
eligibility of certain aliens to benefit under section 6 of the Refugee Rel 
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amended so as to include four additional ber 
ph Aikler, Emilio Frederico Aikler, Franceseo Tu 


yn 6 of the Refugee Relief Act of 1953, it is provided that anv alien 
es that prior to July 1, 1953, he lawfully « tered the United States 
le nonimmigrant and that because of even which have oecurred 
to his entry into the United States he is unable to return to the country 
yr nationality, or last residence, because of persecution or fear of per- 
account of race, religion, or political opinion, may, 
date of this act, apply to the Attorney General of 
ment of his immigration status 
Resolution 476 would permit its 150 beneficiaries 
ion 6 of the Ref igee Relief Ae F 1953 1 
nply Vv ith those conditions t sectio! 
nimmigrant and inabi 
r last residence because of 
e United States 
iately 120 of the 150 beneficiaries of House 
‘oland who gained admission to the United Sts 
leserting their vessels. Che remainder 
atives of Latvia and Estonia who came 
veden from their native countri 
Chese refugees, upen arrival ir 
However, after their exclu 
n the United States on parole 
neficiaries is a na f tl 
United States as a stows 
| States and has been 
r of the beneficiaries of 
rs and although many 


iced Persons Act of 


milar to seetion 6 of the 
l 


| beeause it was found 


) which 


case will be submi 
of the fore 
ndicated t 
‘eption 
was 1ntrod 


Ipers¢ 


commending the enactment of this resolution, the committee 
to emphasize that it is not intended to represent a departure 
he committee’s consistent policy of not recommending private 
cislation in the cases of deserting seamen. It is the com- 
s opinion that the seamen covered by this resolution do not 
o that class, and that they could properly be classified as refu- 
leserving of resettlement in the United States, if they meet all 
applicable statutory requirements. 

pon the consideration of all the facts in this case, the committee 
{ the opinion that House Joint Resolution 476, as amended, should 
icted, and accordingly recommends that the resolution do pass. 


O 
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PROVIDING FOR CENSUSES OF MANUFACTURES, MIN- 
FERAL INDUSTRIES, AND OTHER BUSINESSES, RELAT- 
ING TO THE YEAR 1954 


1954 Committed to the Committee of the WI 
of the Union and ordered to be printed 


\lr. Gupser, from the Committee on Post Office and Civil Service, 
submitted the following 


REPORT 


(To accompany H. R. 8487 


The Committee on Post Office and Civil Service, to whom was 
red the bill (H. R. 8487) to amend the act of June 19, 1948, to 
vide for censuses of manufactures, mineral industries, and other 
sinesses, relating to the year 1954, having considered the same, 
port favorably thereon without amendment and recommend that 
the bill do pass. 
STATEMENT 


The purpose of this legislation is to provide for the taking of censuses 
{ manufactures, mineral industries, and other businesses, relating 
to the year 1954. 

The 80th Congress in 1948 gave extensive study to the programs 
{the Bureau of the Census and enacted Public Law 671, which pro- 

led for a carefully planned and staggered program of censuses. 
‘hat program was the product of years of experience in census taking 
nd was formulated with the advice of numerous committees of in- 
rmed users and suppliers of census figures. Public Law 671 was a 

table milestone in the history of census planning, going back to 
790, and was widely hailed as a great forward step. It provided 
‘tatutory authority for an important group of censuses that had 
zrown up over the years in response to basic informational needs, and 
iso provided for a businesslike scheduling of those censuses over 
ch decade. 

Under this program calling for quinquennial censuses in a number 
' fields, the censuses of business, manufactures, and mineral indus- 
ics were originally scheduled to cover the year 1953. More than 
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$1% million were appropriated for the fiscal years 1952 and 1953 fo, S1 
preparatory work for these censuses. In the summer of 1953, how. { 
ever, funds were not provided for the actual taking of these censuses 
in the fiscal year 1954. In view of the rapid turnover in businesses J 0 
and management, it would be virtually impossible to collect the neces. 
sary data for the year 1953 at this late date. 

This legislation, which has been requested by the Secretary 
Commerce, will provide for the taking of these censuses in 195; 
covering the year 1954 by amending the basic census law, whic! 
provides for such censuses to be taken in the year 1954 covering 195 
In effect, this bill will provide for a current, rather than an outdated 
census. The original law shall remain in force to apply to succeeding Z| 
cycles of censuses. 

‘At public hearings held by the committee, testimony urging th 

early enactment of this legislation was received from the Assistant 
Secretary of Commerce for Domestic Affairs, the Director of 
Bureau of the Census, the chairman and members of the Intensiy, 
(Census) Review Committee appointed by the Secretary of Com- 
merce, the secretary to the Committee on Business Statistics of th 
United States Chamber of Commerce, and representatives of severa 
national business concerns. In addition thereto, statements an 1 
letters urging the enactment of this legislation have been received . 
from other firms representing practically every phase of the nationa sched 
business economy. 

At public hearings before the committee it was demonstrate 
that regular censuses of manufactures, mineral industries, and other 
businesses are vitally necessary to the continued growth and _pros- 
perity of the national economy. It was emphasized that such cer 
suses are invaluable to the businessman in planning inventories ai Int 
production schedules. ‘These censuses are especially valuable to ¢! aa 
small-business concern which is not of sufficient size to maintain its real 
own statistical department. Such censuses are also most valuabl; g 
to the Government in planning measures to combat results of fluctua- rogri 
tions in the business cycle. a 

If a portion of our national resources should be destroyed by sur- Thi 
prise attack, the quick inventory afforded by these censuses of manu- ritte 
factures, mineral industries, and other businesses would becom J 
absolutely essential. In such event, there would be no time to sto 
and take inventory of what the Nation had left for its defense 

Correspondence from the Secretary of Commerce recommending 
this legislation follows: recom 

THe SECRETARY OF CoMMERC! 
Washington 25, March 


Hon. Joserx W. Martin, Jr., 
Speaker of the House of Representatives, 
Washington, D. C. 
Dear Mr. Speaker: I recommend to the Congress for its considera‘ 
attached draft of a proposed bill to amend the act of June 19, 1948, to p1 
for censuses of manufactures, mineral industries, and other businesses relating 
to the year 1954. 
There is also attached a statement of purpose and need for the proposed legisla- 
tion. Hon, | 
We are advised by the Bureau of the Budget that it would interpose no objee- C 
tion to the submission of this proposed legislation. 
Sincerely yours, 


SincLtaink WEEFS 
Secretary of Commerc 
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‘7 OF PuRPosE AND NEED FOR PRoposeD LEGISLATION To AMEND THE 
June 19, 1948, To PRovipE FoR CENSUSES OF MANUFACTURES, MIN- 
NDUSTRIES, AND OTHER BUSINESSES, RELATING TO THE YEAR 1954 


past year we have been carefully considering the need for censuses of 
ires, business, and mineral industries, during this period when it is so 
to keep Government costs at a minimum. Our conclusion is that these 
ire urgently needed by the business community as a basis for efficient 
scale operations, by the Government for the orderly discharge of its 
lities, and by the general public in its educational and research programs. 
ljusion is based upon the findings of a committee of experts from outside 
rnment which we requested to review and reappraise various programs 
nsus Bureau, and upon our observations from discussions with business 
yr groups and Government officials during the past 12 months. 

ing of these censuses in 1955 covering the vear 1954 will require & minor 
the basic census law, which provides for such censuses to be taken in the 
54 covering 1953. We are, therefore, requesting that the Public Law 671 

led to authorize the taking of these censuses in 1955 instead of 1954. 

explanation of our reasons for making this recommendation follow: 
S0th Congress in 1948 gave extensive study to the programs of the Bureau 
Census and enacted into law Public Law 671, which provided for a care- 

nned and staggered program of censuses. That program was the product 
of experience in census taking and was formulated with the advice of 

s committees of informed users and suppliers of census figures. That 

yn was &@ notable milestone in the history of census planning, going back to 
1 was widely hailed as a greet forward step. It provided statutory 
for an important group of censuses that had grown up over the years 
nse to basic informational needs and also provided for a businesslike 
ng of these censuses over each decade. 
ler this program calling for quinquennial censuses in a number of fields, the 
suses of business, manufactures, and mineral industries were originally sched- 
{to cover the year 1953. More than $1% million were appropriated for the 
ears 1952 and 1953 for preparatory work for these censuses. In the sum- 
1953, the Congress, however, disallowed funds required in the fiscal year 
)4 for the actual taking of these censuses. 

the early fall of 1953 we appointed a committee of outstanding experts in the 

‘tion and use of business statistics to make an intensive review of all census 

ams and procedures. This committee invited representatives of business 

ations, labor organizations, professional associations, and 13 Federal 

to submit oral and written statements of their appraisals of census 

is and their recommendations concerning them. It also appointed 11 

els of informed specialists to devote special attention to each of the major 
sus programs. 

he number of responses to the surveys made for the committee or to the 
tten requests by the committee or its panels aggregated more than 1,200. 
any of these were from business, labor, professional, and other organizations 
aving hundreds, thousands, and even millions of members; and many were busi- 
ness concerns, large, medium, and small. The responses from business and 

ny other groups overwhelmingly supported the program of censuses provided 

v Public Law 671. Taking this support into consideration, the committee 
mmended without reservation that the censuses of business, manufactures, 

1 mineral industries be taken as soon as possible. The report of this com- 

ttee is now being printed and will be made public within a few days. 

Che earliest time when these censuses can be taken is in 1955 covering the year 
\t4. The proposed change in legislation will make this possible. It is contem- 
plated that the original law shall remain in force to apply to succeeding cycles of 

suses, 


lf this legislation is approved, necessary funds will have to be requested later. 


THe SECRETARY OF COMMERCE, 
Washington 25, March 10, 1954. 
Hon. Epwarp H, Regs, 
Chairman, Post Office and Civil Service Committee, 
House of Representatives, Washington, D. C. 

_ Dear Mr. Rees: On Thursday, March 4, I transmitted to the Speaker of the 
House and to the President of the Senate a request for an amendment to Public 
aw 671, 80th Congress, which would authorize the taking of complete censuses 
(business, manufactures, and mineral industries for the year 1954. The amend- 





| CENSUSES OF MANUFACTURES AND OTHER BUSINESSES 




















fact it now too tate to take the ce s 
i} P ic Law 671 for 1953 for which funds were not provided 
( re | Senate actua approved the appropriat 

i ronriations (¢ ttee recommended that the cens 

| the actior f Congr [ appointed a committee of ding 
expt ce & Cl ppraisal of all of the programs of the Cer - 

( O factur b ss, and mineral industries 
| Revie Committee nder the Anship 
R ee d tor of r rch of D & Bradstreet, | has now 
eC} i ( ( ( leta 
| rae” ‘ ’ ( t he ( " tee with respect to the necessit f taking 
earlie practical date are unequivocal and I thoroug 
reco 3 have enn h impressed with the work a 
efile er I | or able of the | iness ¢o aia 
( T 0) ot { ) 
la / nd oO op f f report of the Intensive Ri Com. 
| } la j for 1 of the committee &@ copy o tpple. 
‘ ‘ { e Intensive Review Co tee j 
! 

I 1] » call af ion, specifically, to the findings and recommen. 
| h respect to the « suses of business, manufactures, and miner] 
indu are contained on pages 7-10 and 37—49 of the summary volum 
teports of panels ¢ xperts appear on pages 156, 159, 171, and 295 
fy I of the « ibi \ night also be interested in a survey of urketing 

f census data carried t by the American Marketing Association, appearing 
on pag 143-504. and a survey of the United States Chamber of Co: erce on 
Sa Hon uses appear on pages 509-539 of part IT 

s bv a ist one of the Houses of Congress on the legislative 

3 ‘ urv bef an appropriation request can be transmitted, I a 
ful tha yu will find it possible to schedule an early hearing on this matter, | 
Dy Watkins, and per aps other n embers of the Intensive Review 
Cx ( yul glad to appear fore the House Committee on Post Offiee 
und is ( » ise the matter at greater length, and to answer whatever 





juestic ) Y, bers mav have Indeed, I hope very much tha 
ou find it possible to hear the testimonv of Dr. Watkins 
Additional copies of the report and the accompanying exhibits are available 


SINCLAIR WEEKS, 
Secretary of Commerce. 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as intro- 
dueed, are shown as follows existing law proposed to be omitted is 
enclosed in black brackets, new matter is printed in italics, existing 


law in which no change is proposed is shown in roman): 


SECTION | (A) OF THE AcT oF JUNE 19, 1948 








Is f nacted by the & and House of Re prese ntatives of the United States of 

{ n Congress assembled, That (a) the Director of the Bureau of the Census 
hereinafter referred to as the Director and the Bureau, respectively, is authorized 
and direeted to take, compile, and publish the censuses of manufa of 
ineral lustric¢ and of other businesses, including the distributive des, 
ervice establishments, and transportation (exclusive of means of transportation 
ich statistics are required by law to be filed with a designated regulatory 

in the vear 1949 and every fifth vear thereafter, and each su census 

elate to the year immediately preceding the taking thereof: Provided That 

e census of manufacturers shall not be taken in 1949. The censuses herein 


provided for shall include the United States and its Territories and such possessions 
as may be determined by the Director with the approval of the Secretary of 
Commerce: Privided further, That the censuses of manufacture 8s, of mineral industrs 


»shments, 





and of other businesses, including the distributive trades and service estab 
directed to be taken in the year 1954 relating to the year 1958, shall be taken nstead 


en the year 1955 relating to year 1954, 
O 











Louse 
ntro- 
ted is 
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RORIZING THE CONSTRUCTION, ACQUISITION, OR 
CONVERSION OF CERTAIN NAVAL VESSELS 


i++ 


ttee of th 


April 15. 1954. ‘ommitted to the Comr 
of the Union and ordered to be 


Mr. Sxort, from the Committee on Armed Services, submitted the 
following 


REPORT 


The Committee on Armed Services, to whom was referred the bill 
(H. R. 8571) to authorize the construction of naval vessels, and for 
other purposes, having considered the same, report favorably thereon 
with an amendment and recommend that the bill as amended do pass. 

The amendment is as follows: 

Following section 2, add a new section as follows: 

Sec. 3. The Act of August 8, 1950 (64 Stat. 420). is here} 

*$350,000,000” and inserting in lieu thereof ‘‘$500,000,000 


PURPOSE OF THE BILL 


The purpose of the proposed legislation is to authorize the Navy to 
undertake the construction of, or to acquire and convert, vessels in the 
amount of 16,000 tons in the combatant category. These vessels 
comprise 4,000 tons in the mine warfare subcategory and 12,000 
tons in the patrol subcategory. 

A review of the legislative background of the Navy’s shipbuilding 
program will be helpful in explaining the need for this bill. 

The first statutory limitations on United States Navy ship tonnage 
were contained in the Washington and London Naval Limitation 
Treaties of 1922 and 1930. The Vinson-Trammel Act of March 27, 
1934 (48 Stat. 503), established an authorization for combatant 


Tiiees within those treaty limits, and, in consonance with these 
treaties, provided for automatic authority to replace overage warships 
Additional warship tonnages were aut thorized by various acts prior 


toand during World War II. These authorizations provided for the 
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warship strength of our present Navy, and there is now an 
balance of more than 1 million tons of warship authorizations ; 
able from these acts 

The act of July 9, 1942 (56 Stat. 656) authorized constructio; 
keep up to the total underage tonnage therein provided or ther 
increased, That act also lumped together the authorized .warsh 


tonnage and removed the restrictions on total tonnages of partic] 
types 


The foregoing applies only to warships. Beginning with ¢| 


auxiliary vessels authorized by the act of July 30, 1937 (50 Stat. 537 
and continuing thereafter, vessels in other categories, and in ot| 
combatant subcategories, have been specifically authorized. Thes 


have consisted of the amphibious warfare and landing craft 
warfare and patrol subcategories, and of the auxiliary vessels, se1 
craft and experimental categories. Tonnage for vessels othe: 
warships is not automatically replaceable. Specific congressio; 
authorization is required. 

Ample tonnage authority is available from existing statutes fo 
Navy’s shipbuilding program for fiscal 1955, except in the min 
warfare and patrol subcategories. The deficiencies im these s 
categories will be met by H. R. 8571, which will also provide a marg 
for contingencies. The authority contained in the bill will allow 1 


> 


construction of 3 mine-warfare vessels and 8 patrol vessels, having 
aggregate tonnages of 2,010 and 10,480, respectively. Their esti- 
mated cost is $114,897,000. These combatant types are a vital par 
of the Navy’s 1955 program. 

The patrol vessels are required to augment the striking power 
our antisubmarine forces. The mine warfare vessels further imple- 
ment the Navy’s program for developing effective countermeasui 
for combating improved types of mines. 

While not essential for consideration of H. R. 8571, the committe 
asked the Navy to present a statement of its entire planned ship- 
building and conversion program for fiscal 1955. The committee is 
of the opinion that it is incumbent on the Congress, especially in 
these times, to keep itself fully informed of the action being taken 
to preserve and strengthen the national defense. 

The Navy’s 1955 program consists of the construction of 30 new 
ships, the conversion of 17 existing ships, and the construction of 
6,120 tons of service craft, and 8,440 tons of small landing craft 
Details of the program are as follows: 
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ruction,. 
batant types: 
Warships: inage 
1 attack aircraft carrier ‘ 59, 900 
5 destroyers , 250 
2 submarines 200 
1 nuclear powered submarine 2, 400 
Amphibious-warfare vessels and landing craft: 
2 dock landing ships : 3, 000 
8 tank landing ships. , 520 
2 utility landing craft 340 
1,000 landing craft, vehic le and personne 100 
Mine-warfare vessels: 3 minesweepers 2,010 
Patrol vessels: 8 escort vessels , 480 
Service craft: 
18 open lighters 2, 340 
12 covered lighters (non-self propelled 680 
2? gasoline barges (non-self. propelled) 500 
2 fuel oil barges (non-self-propelled 800 
4 submarine repairs, berthing and messing barg« 800 


Total 320 


tack aircraft carriers (canted deck 99, 300 
ttack aircraft carrier (\Jidway class 51, 100 
ault helicopter transport conversiot 800 
led missile submarine 525 
berty hull conversions to radar pickets 36, 000 
ort vessel (gas turbine conversio! , 400 
ir picket escort vessels , 400 


205, 525 


committee noted that the private shipbuilding industry is 

ntly in a critical condition because of a lack of commercial work. 

althy shipbuilding industry is essential to our national security. 

crowing dependence of the private shipbuildin g¢ industry upon 

Navy’s annual construction programs is made plain by the fact 

only about 29 oceangoing merchant ships are now under con- 

ction in this country and all of these, except 2, will be completed 

he end of this calendar year. It is recognized that the few 

hant-type ships included in the Navy’s construction programs 

ot adequate to support a mobilization base of operating yards 

y to meet the vast and urgent need for merchant shipping in 

nt of a full-scale emergency. New comm reial or Government- 
sored construction is also required. 

The committee recommends, nonetheless, that the Navy, in award- 

ts new construction work, give careful consideration to the need 

taining an adequate mobilization base of operating shipyards 

or encouraging a reasonably wide dispersal of our country’s 

building potential. The committee particularly urges that care 

cen to support a nucleus of private yards skilled in the construc- 

f combatant types such as aircraft carriers, submarines, cruisers, 

estrovers. 


AMENDMENT 


he proposed amendment to H. R. 8571 is necessary if construction 
ed during previous years is to be completed. The act of August 
‘1950 (64 Stat. 420), includes a provision limiting the appropriation 
hority for the 41 ships and 99 craft covered by that act. That 
Was passed to give impetus to a broad modernization program 
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through the construction of new prototypes and conversion of 
vessels. Funds for initiating this program were provid 
sequent appropriation bills. 

The Navvy’s original est = ated cost for the new construct 
conversion a ithori: zed | he act of August 8, 1950, was $314 
and a limitation of $500 . million was asked for. Because of ar 
in the size of the program, the limitation was reduced by this. 
to $350 million with the understanding that the Navy wo 
exceed t S amount W ithout coming back for speci ic authorit 

[wo ships authorized by the 1950 act, a closed-cycle s 
SSX oa mine-laying submarine conversion (SSM iB have 
started or funded for. However, the other work authoriz 
act has now progressed to the point where, on the basis of 


of the Navy’s 1955 budget, the $350 million limitation will bi 


by $19.57 0) \\ hen consideration Is clive n to the estim 
of 15.600.000 for the 2 ships not started, the limitation 1 
V sb (pi) 
In ren ral, the increases in cost of these vessels are attril 
price ris¢ in labor and material, overtime caused by urge! 


completion of some of the vessels, refinements in design o 


nents, adjustments of claims by contractors and, in some 
faulty original estimates. With regard to conversions, grea 


than ori inally estimated and increased complexity in the 


work have been important factors. 


here has been, since June 1950, an average operbore » of 


mately 15 percent 1n wag rates and in the cost of mat ais 
larly applicable to ship work. Moreover, many of the new 
conversion omprising this program were prototypes. it 


necessary to incorporate new and costly characteristics dur 
duction, in order that the Navy might benefit from the lat 
nological devi lopments. 

The increase in appropriation authority set forth in t 
ment is not for the purpose of, and cannot be used for, auth 
new naval construction. Obligations have already been in 
all of the ships built or to be built under the appropriation 
of the 1950 act. Only two of these ships remain to be cor 
The Navy anticipates, however, that when returned costs, on 
only these two but on other completed ships, become availabl 
$350 million limitation will be exceeded by more than the « 
$65,173,500 in the fiseal 1955 budget repricing While the N 
presently expects that only about $450 million of the entire aut! 
will be ultimately required it expressed the opinion, in whi 
mittee concurs, that an increase to $500 million is advisable 
to cover contingencies. 


Che amendment, accordingly, is recommended for inclusio 

bill. 
DEPARTMENTAL DATA 

Thi pro} sed legislation is recommended by the Depart 
the Navy and has received the approval of the Bureau of th: 
as 1s evidenced by the letters dated \pril 12, 1954, and \ 
1954, from the Assistant Director of the Bureau of the Bud 
the Judge Advocate General of the Navy, respectively, w 
attached hereto and made a part of this report. 
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EXECUTIVE OFFICE 


me Cas 
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With regard to conversions, more extensive repairs than originally es 

1 the scope of the work have been important fa 
tment of the Navy, on behalf of the Department of Def 
571, amended by the addition of section 3 a 
is been coordinated within the Department of Defens 
weedures prescribed by the Secretary of Defense. 

het as bee insufficient time to obtain advice from the Bur 
Budget as to the relationship of this report to the program of the Pr 





Ina H. Nunn, 
Rear Admiral, United States Navy 
Judge Advocate General of the N 
(For the Secretary of the 


CHANGES IN EXISTING LAW 


In compliance wv ith clause 3 of rule XIII of the rules of the |] 


x 


Representatives, there is herewith printed in parallel colun 


text of provisions of existing law which would be repealed or an 


by the various provisions of the bill: 


EXISTIN¢ I \ THE BILI 


The Act of August 8, 1950 1! Stat. 420 Sec. 3. The Act of A 
64 Stat. 420) is hereby a 
*$359,000,000” ar 


ieletil 





ae peDy & dto undertake jn lieu thereof $500,000,000 
mstruction of » exceed fif 
U! isand is Ol miern naval vessels 
! e following aregori 
i) (ombat el thir 
\ hi | ( I - 
( 
( I ri iltvp ‘ ) 
A ] Ol 
‘| Pr suthori 00o rt 
) } ind 

) or ¢ I al \ se] trom 
amol One rl is « e Nay Li 
( l a » b | nh for cor 
version ) 10 I l el i 
t Polo yz categor 

1 Combatar eis, on l 
ired and twenty-five hou- 
und to 

b iliar eSS¢ eve - 
live NOUSA 1 ) 

Cx ruction autho db l - 
tion ull be chargeable l t ton- 
nage authorized by eXl ng law. 
> heretofore or eatte uppro- 
priated or made available fo he com- 
mencement of construction or conver- 
ion of vessels, machinerv, armament, 
and lipmer ull hel ind con- 
idered to be available for either the 
constructior he conversion, or tl 
equipment of vessel 

There here} authorized to be 
appropriated, out of any mone in the 
[reasury not otherwise appropriated, 
net to exceed the sum of $350,000,000 


{ 
to be expended for the construction or 
} 


conversion of the foregoing vessels 


O 


S 
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DISPOSITION OF SUNDRY PAPERS 


the Jomt Committees 


submitted the 


REPORT 


select committee of the Sen: and House of Representa 
appointed on the part of the Senate and House of Re presenta 
ind acting in compliance with the provisions of the act approved 
1943 (57 Stat. 880), as amended by the act approved July 6 
59 Stat. 434). respectfully reports to the Senate and Ho se ol 
sentatives that 1t has received and exa d the report of the 


United States No. 54 lated il 7, 1954, to the 


n, submittin l » i Ing il or schedules 


records proposed for disposal \ h ernment age 


LLC IOS 


Your committee reports that the records proposed for disposal in 
said lists or schedules reported by the Archivist of the United 
‘Mates do not, or will not after the lapse of the period specified, have 


42006 





2 DISPOSITION OF SUNDRY PAPERS 
sufficient administrative, legal, research, or other value to warrant 
their continued preservation by the Government and recommends 
that their disposal be accomplished subject to the proviso of section § 
and the provisions of section 9 of the aforementioned act, as amended, 
Respectfully submitted to the Senate and House of Representatives, 
C. W. BisHop, 
Epwarp A. GARMATz, 
Members on the Part of the House. 
FRANK CARLSON, 
Ouin D. JoHNSTON, 
Members on the Part of the Senate 
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o 
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Mr. Dotutver, from the Committee on Interstat 
Commerce, submitted the following 


REPORT 
[To ac ‘oOIN pany 2846] 


The Committee on Interstate and Foreign Commerce, to whom 
as referred the bill (S. 2846) to amend certain provisions of the 
scurities Act of 1933, as amended, the Securities Exchange Act of 
934. as amended, the Trust Indenture Act of 1939. and the Invest- 
ent Company Act of 1940, having considered the same, report 


avorably thereon with amendments and recommend that 
COMMITTEE AMENDMENTS 


The amendments made by the committee are : 
Page 4, strike out lines 17 to 20, inelusive 
Page 4, line 21, strike out ‘‘7’’ and insert 
Page $4. strike out lines 23 and 24 
Page 5, line 22, strike out ‘‘S”’ and insert 
Fg ) 


Page 5, after line 23, insert 


~ PROHIBITIONS RELATING TO INTERSTATE COMMERCI 


Page 5, line 24, after the quotation marks, insert 
Page 7, line 9, strike out “9” and insert “8” 
Page 7, after line 10, insert: 


“INFORMATION REQUIRED IN PROSPECTI 


Page 7, line 11, after the quotation marks, insert 

Page 10, line 20, strike out ‘‘10” and insert “9” 

Page 10, line 23, strike out ‘11’ and insert “10” 
1 








zZ AMEND CERTAIN PRO\ ISIONS OF THE SECURITIES A 











Page 11, line 1, strike out ‘“12” and insert “11”. 
ace 11. line 6, strike out “Paragraph” and insert “Subs: ? 
Page 11, line 10, strike out “paragraph” and insert “subse 
Page 11, line 17, strike out ‘Swords ‘as heretofore amen 

inst following: ‘as he retofore amended,’ " . 
Page 13, lines 5 al 6. strike out ‘“~ords ‘as heretofore a 

al insert ‘followin ‘as heretofore amended,’ rs 
Page 14, after line 6, insert: 


‘“SECURITIES NOT RI GISTERED UNDER SECI RITIES ACT 





Page 19, after line 3, insert: 
TITLE V—EFFECTIVE DATE 
Sec. 501. This Act shall take effect 60 days after the date of its ena 


With the exception of the two described below, the ame 
made by the committee are all of a technical or clerical natur 
Section 6 of the bill as introduced proposed to amend section 3 


of the Securities Act of 1933. That subsection now author 
Securities and Exchange Commission to exempt from the regis' 
provisions of such act any class of securities if it finds that the er 


ment of the act with respect to such securities is not necessar 
public interest and for the protection of investors by reason 
small amount involved or the limited character of the public oll 


except that the Commission may not under this provision F : 
cecvrities where the aggregate amount at which the issue is olfered aa 
to the public exceeds $300,000. The amendment which section 6 « aad 
the introduced bill would have made was to increase this amount to #4 
¢500.000. ‘The committee has amended the bill by striking out this 
section, so that section 3 (b) of the present law would be left un- we 
changed. ‘The reasons for the committee’s action on this provision a 
are explained hereinafter in this report. i 
Thecommittee was informed that the Securities and Exchange Com- me? 
mission would like to have the billamended so as to postpone the time of 
its taking effect until 60 days after the date of its enactment into law, wil 
One of the committee amendments adds a new title V to the bill to 
accomplish this purpose. ani 
BACKGROUND 
The last overall consideration given to general amendment of t 
several statutes administered by the Securities and Exchange Com- 
mission was in 1941, at which time this committee was presented by Be C., 
industry and the Commission with an extensive list of both minot 
and substantive amendments to the Securities Act of 1933 and th i — 


Securities Exchange Act of 1934. The proposals made at that tu 
had been developed from a series of conferences over several years 
between the Commission and the Investment Bankers Association of 
America, Inc., the National Association of Securities Dealers, Inc 
the New York Curb (now American Stock) Exchange, and th New 
York Stock Exchange. Through representing some matters On \\ hich 
all were in agreement, and some on which there were extreme ive? 
gences of opinion, they were the result of painstaking consideration 
on the part of those offering them.’ 


——_—_—_—_— 


' See report of the Securities und Exchange Commission, Proposals for Amendments, Hous 
on Interstate and Foreign Commerce, committee print, August 7, 1941. 
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vent of the war then precluded definitive legislative con- 
of the various proposals, or legislative resolution of the 
involved in the conflicting, and in several cases directl) 
‘al, suggestions advanced. With the termination of the war, 
ferences with industry were reinstituted by the Commission 
hought that they might lead to amendments which again 
proposed to the committee. In these conferences it was the 
; of all parties that the major problem of solicitation of 
use of the prospectus, and related complexities of section 
1933 act, should be approached and solved first before other 
of the statutes were placed on their agenda. Agreement on 
. of section 5 was not then reached, 
¢ the course of the study of the Commission conducted during 
by a subcommittee of this committee, opportunity was given 
rested parties to present various suggestions which they might 
r amending these statutes. These suggestions were not then 
i? The subcommittee, however, stated its opinion that the 
ssion should reactivate its conferences, and the industry and 
. Commission earnestly and energetically attempt to resolve their 
neces, at least in those areas where concurrence already seemed 
ble, and come up with a program on these at the earliest possi- 
It expressed its realization that in other cases it was not 
likely that all would be in agreement, but that in these matters at 
least they should prepare a clear delineation of the areas of their 
divergence so as to provide the committee with opportunity of inter- 
pretation and consideration in the light of the protection of investors 
and the public interest.* 
This the Commission proceeded to do. It advised this committee 
ring the summer of 1953 that various representatives of industry 
vere meeting with it for the purpose of discussing proposals on 
13 subjects for amending the statutes administered by the Com- 
ssion. The instant bill represents those areas in which the Com- 
ission felt it could concur with the industry and does not include 
er areas proposed in which the Commission at this time is not 
willing to recommend legislation. Subsequently the Commission in- 
nds to draft further amendments which will incorporate Commis- 
proposals on matters growing out of its experience.® 


ScopgE OF THE BILL AND HEARINGS 


The bill here reported amends the Securities Act of 1933, the 
‘ecurities Exchange Act of 1934, the Trust Indenture Act of 1939, 
nd the Investment Company Act of 1940. The 20 sections of the 


1s proposals are outlined in Report of the House Committee on Interstate and Foreign Com- 
f the Securities and Exchange Commission, December 30, 1952, H. Rept. 2508, 82d Cong., 
duction 
set forth herein for the purpose only of recapitulating at this time the proposals made, so that, 
41 suggestions, there might be available an accumulated compendium for further consideration 
lence may dictate now may be needed or desirable in the way of statutory revision 
ubcommittee hearings were not framed solely for the taking of testimony or lative matters, 
opportunity for complete discussion of each proposal made, i a mpt to secure full 
rebuttal from all sectors of the industry or the administrative agency on each item advanced 
inalysis of the arguments pro and con bearing on each proposal is here made” (p. 140 
140 
ttal letter, Chairman Ralph H. Demmiler to Chairman Wolverton, January 25, 1954 
n Wolverton, March 29, 1954. 
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bill mav be grouped under the following 7 headings as to thei; 
subject matter: 

1. Permitting the making of now prohibited written offers to } 
or sell securities before the registration statement is effective, and 
further dissemination of information between the filing and effec 
dates of the registration statement. 

2. Reduction of the present l-vear pe ‘riod to 40 di avs during w] 
the delivery of a prospectus is required in trading transactions as 
tinguished from initial distribution of the new securities. 

3. Changing the requirements as to prospectuses used 
18 months after the effective date of the registration stat 
that 2 certified fin incial audits may not be required Within 
time, but limiting the information contained in the prospect 
a date within 16 months of 1 

1. Reduction in the present t prohibit on against exté ns 
purchasers of a new issue by dealers, from 6 months after 
period to 50 days 

5. Permission of ‘when issued”’ trading on an exchange in con 
tion with rights offerings and other securities of a compan 
securities liste d. 

6. Simplification of the statutory requirements for carryii 
prospectuses full summaries of indenture provisions, in acco 
with Commission rule. 

7. Permission for amending old registration statements rather the 
filing repeated new registrations as now, by investment com 
making continuous offerings. 

The bill as referred, but not as here reported, had an additio: 
section which is discussed hereinbelow, raising to $500,000 the present 
exemption in the amount of $300,000 within which the Commiss 
subject to appropriate terms and conditions, may exempt p 
offerings of securities from the registration requirements of the act 

Extensive hearings on 5. 2846 (the bill here reported) and H 
7550 (the House companion bill) were held on Mareh 19. The Co 
mission supported the bills in their entirety. Others who appea 
as witnesses or filed state:nents for the record supporte “dl one O1 
of the various sections of the bill. Such appearances included re 
sentatives of the New York Stock Exchange, Investment Ba 
Association, National Association of Investment Companies, U1 
States Independent Telephone Association, National Associat 
Securities Dealers, American Stock Exchange, Midwest Stock E 
change 

No witness appeared in opposition to any portion of the bills 

The Bureau of the Budget has advised the committee that 
enactment of either bill would be in accord with the legislative prog 
of the President. 


er 


par 
pa 


PRESERVATION OF THE ProrectTion AFFORDED INVESTORS BY T! 


Acts 


The Securities Act of 1933. rels ating to truthful disclosure of info 
mation about new security offerings, the Securities Exchange Act ‘ 
1934, rels ating to dise ‘losure of information about listed securities 2 
regulating practices in exchange and over-the-counter operations, a 
succeeding legislation which is administered by the Securit 
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ve Commission, represent legislation of which this committee 

i the Congress are justly proud. These statutes have gone a long 
n the mitigation and elimination of undesirable practices in the 

irities field, in the restoration of confidence in securities markets, 

the protection of the investing public. 

‘xperience in the administration of these acts, however, naturally 
ven rise over the vears to various suggestions as to their improve- 
and their workability, which obviously could not all be antici- 

pated at the time of their original enactment. More particularly is 
sso with regard to the 1933 and 1934 acts which actively were under 
vamination by the Commission, the industry, and this committee 
the time of the outbreak of the war. Part of the revision program 
terrupted, with regard to the practicability and necessity for 
provisions, is encompassed in the instant bill 
Although fully appreciative of the suggestions which time and ex- 
appropriately bring, the committee in its consideration of 
ents that may enable more practical and effective mechanics 
supply of capital to industry through securities distribution, 
not but be fully mindful of its reponsibilities in the public interest 
d the preservation of the investor safeguards contained in these laws. 
Upon being advised by the Commission of its proceeding on a con- 
tion of an amendment program with the stock exchanges and 
ers Who might be interested, Chairman Wolverton wrote to the 
mmission under date of August 21, 1953: 


s to me that no harm, and, indeed, much good ight arise from a 


ition of the discussions which vou have had with industry and affected 
er the years in the levelopment of technical chs } 
the acts and which vou would propose 
ration 
other hand, you will appreciate, I am 
for the investing publie the protection 
hen thev were passed, both as they apply 
apply to purchasers on tl ‘changes and 
would feel that it as unincumbent upor 
‘tering these acts or r of ! 
public, to initiate 
though converse 


strengthened 
l‘o this the Commission replied: 


mmission agrees with you that it should not spor 
uld weaken the prese t statutory protection of 

ere may be, as you suggest, well-founded prop 
lures by various technical amendments 


Continuing interest in the maintenance of investor protection has 
en exhibited by the Commission, which has affirmed its belief that 


se are fully retained and in some measure strengthened in the bill 
ported. In the hearings, Chairman Ralph H. Demmler stated: 


Commission has every desire to see the basic philosophy and purposes of 


intact. The Commission believes that the proposed amendments 

change the existing responsibilities of the sell securities to the 
ood result pre duced by the Securitic Act has come ir OTe? asu from 

t that the issuer and the underwriter must come forward and m: a public 
ent concerning the issuer’s business, its finances, its securities, and the pro- 

d offering—and all of this under stern statutory liabilities, both penal and 
This requirement of disclosure is itself a substantial deterrent to trans- 
ns which would not stand the light of day. The imposition of liabilitiy for 


ee 


Commissioner Clarence H, Adams, August 27, 1953 
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inaccurate and incom pl ‘te information and the administrative proce 
Commission of material filed with it have improved corporate mor: ality, a 
standards, and standards relating to business information generally. 

We believe that the adoption of these amendments will serve to ma 
effective the application of the fundamental principle that distribution 
ties in interstate commerce be conditioned upon fair and adequate dis: 

These amendments in no way curtail the duty to disclose or the liability fo, 
nonconformity to the disclosure requirements, nor is there any decreas 
administrative powers of the Commission. 

In view of such representations by the Commission, which 
administrative agency that as an arm of the Congress and w 
committee’s legislative jurisdiction is charged with carrying out thes 
laws, and of the testimony unanimously supporting the bill, com- 
mittee is of opinion that the amendments here proposed full’ + preseryy 
the basic philosophy and purposes of these acts. 


ic th 
h \ 


AMENDMENT TO SECTION 5 OF THE 1933 Act, RELATING TO Orrprrs 
oF Securities Prior to Errective Date or Reaisrratioy 
STATEMENT 


The proposed amendment to this section, and the related amend- 
ments to 11 other sections occasioned thereby, represent the most 
important change advanced by the bill, so that it is desirable to discuss 
this subject at some length. 

The Securities Act of 1933, the “truth-in-securities” law. was 
designed to require disclosure of pertinent information concerning 
securities publicly offered and sold in interstate commerce or throug 
the mails, so that investors might be in a position to exercis: 
informed judgment concerning the securities offered for sale to 
The act also makes unlaw ful misrepresentation, deceit, and other 
fraudulent practices in the sale of securities. 


DISCLOSURE THROUGH REGISTRATION 


Disclosure of information is obtained through the filing of a1 
tration statement (there are certain securities and certain transactions 
exempted from this requirement) with the Securities and Exchang 
Commission as provided in section 6 of the act, which must ¢ 
specific information called for by section 7, and which under section § 
becomes effective 20 days after filing unless the registration statement 
appears on its face incomple te or inaccurate in any material resp 
and the Commission, under section 8, refuses to permit the registra- 
tion to become effective. Information contained in a registrati 
statement becomes public immediately upon the filing of the statem 
with the Commission. An important part of the registration state- 
ment is the prospectus, which must be made available to investors to 
whom the securities are sold and, in accordance with section 10, must 
contain an accurate summarization of most of the information con- 
tained in the registration statement. 


LIABILITIES ATTACHING TO REGISTRATION AND INVESTOR PROTECTION 


The Commission does not have the power to disapprove securities 
for lack of merit. The only standard which must be met in the regis- 
tration of securities is adequate and accurate disclosure of the mater! al 
facts concerning the issuer’s business, its finances, its securities, and 
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osed offering. Registration of itself does not guarantee the 

v of the facts represented in the registration statement and 

rospectus. The law does, however, prohibit false and misleading 

ttements under penalty of fine or imprisonment, or both. In 

n, if an investor suffers a loss in the purchase of a registered 

ty, the law does provide him with important recovery rights. 

in 11 of the act provides that in case any part of the registration 

atement when it became effective contained an untrue statement of 

a material fact or omitted to state a material fact required to be stated 

therein or necessary to make the statements therein not misleading, 

the issuer, its responsible officers, every director, every underwriter, 

ontrolling interests, and every accountant, engineer, or other expert 
oncerned, are liable in damages to the purchaser of the securities. 


PRESENT PROHIBITION AGAINST OFFERS BEFORE EFFECTIVE DATE OF 
REGISTRATION 


Section 5 makes it unlawful to sell a security to the public by use 
of the mails or any instrumentality of interstate commerce, such as 

e interstate telephone, until a registration statement has become 
effective; and by section 2 (3) the term “sell” is defined to include an 

er to sell and a solicitation of an offer to buy. (Intrastate oral 
offers, including intrastate telephone offers, are not made unlawful, 
but no sale may be made until after the registration statement becomes 
effective.) This section reads: 


+ 
0 


r 
r 


PROHIBITIONS RELATING TO INTERSTATE COMMERCE AND THE MAILS 


». (a) Unless a registration statement is in efiect as to a security, it shall 
vful for any person, directly or indirectly 
1) to make use of any means or instruments of transportation or com- 
ication in interstate commerce or of the mails to sell or offer to buy such 
rity through the use or medium of any prospectus or otherwise; or 
2) to carry or cause to be carried through the mails or in interstate com- 
‘e, by any means or instruments of transportation, any such security 
he purpose of sale or for delivery after sale 
[t shall be unlawful for any person, directly or indirectly— 
1) to make use of any means or instruments of transportation or com- 
nication in interstate commerce or of the mails to carry or transmit any 
prospectus relating to any security registered under this title, unless such 
prospectus meets the requirements of section 10; or 
2) to carry or to cause to be carried through the mails or in interstate 
mmerce any such security for the purpose of sale or for delivery after sale, 
less accompanied or preceded by a prospectus that meets the requirements 
of section 10. 


APPARENT ANOMALY IN PROHIBITION AGAINST OFFERS AND IN DIS- 
SEMINATION OF INFORMATION BEFORE THE REGISTRATION STATE- 
MENT IS EFFECTIVE 


lt was argued before the committee that the prohibition contained 
in section 5 against the making of offers during the waiting period 
the period between the filing and effective dates of the registration 
statement—defeats the intention of the act that there should be 
general dissemination of information so that the public might be 
informed of what it is being solicited to buy. This was outlined by 
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Mr. T. Jerrold Bryce, president, Investment Bankers Associatio; 
America, as follows: 





What are some of our operating difficulties under existing law in si 
distributing securities subject to the registration and prospectus re¢ 
of the act? Perhaps a basic one grows out of a seeming conflict in the la 
On the one hand, certainly one of the principal purposes of the act was 
prospective investors during the waiting period with accurate information a 
the securities later to be sold On the other hand, the law forbids anv sa 
the mails or interstate facilities are involved, until after the effective 
extremely important to keep in mind in any discussion of this probl 
act also defines the term “sale’’ to include not only a sale in the legal 
any offer, solicitation of an offer to buy or any attempt to dispose of a 
Hence, from the very outset underwriters and dealers have been relucta 
vritten material for purposes of informing investors during the wa 





lest by so doing they be charged with offering or attempting to disp 
securities described in such material and hence with having made a 
SAle hin the meaning of that te rm, as defined in the act 

The Co ission over the years, by interpretation of its counsel a 

tly by fe ally adopted rules, has attempted to deal with this pr 

results to date hay bee1 unsatisfactory from evervone’s point of 


The apparent anomaly in the act and the Commission’s efforts | 
meet it by rule, without statutory language change, were present 
Commissioner Demmler: 


gislative historv of the act that the Conger 
information during the waiting period the put 
essential facts relating to a proposed iss 
tration stateme.at 

has contended for manv vears that, in pr 


concerning a new issue during the waitir 








een restricted because of the fear of underwriters and dealers that 
munica ns to prospective customers might be eonstrued to be ill 
ts security before the effective date of the registration statement | 





springs trom the criminal penalties provided for ‘lation of the st 


tion of section 5. based on a strict constr 





erm offer migt of} of rescissi fo l 
tion 12 ot 
I Commission | distinetion betwee ( 
infor und to draw and still me 
custo pp t is been concerned thr 
beeca objective mine n of inforn 
va period ha Chie a 
\ceording| the Commissik has taken administrative actior 1 
encourage issuers and derwriters to make it possible for dealers and 
investors to become familiar durin the waiting pe riod with tl inf 
t} tatute ended tl] s} ld } 


From the earliest days of the Commission’s administration of the $ 





Act, preeffective summaries of information as filed have been permit‘ 
ly 1946, the Com iol adopted a rule (rule 131) which provid 
bution of a preliminary pro pectus before the effective date of 7 





) 
statement shall not in itself constitute an ‘“‘offer.”” This preliminary pr 


usually filed as part of the registration statement, is popularly calle 


herring prospectus, because a legend is printed in red on each pagi 
it is not an offer to sell or the solicitation of an offer to buy and that 
liminary, not final. A typical red herring legend reads as follow 


‘A registration statement relating to the securities referred to hi 
been filed with the Securities and Exchange Commission, but has not vet 
effective. Information contained herein is for informative purposes OI 
subject to correction and change without notice. Under no circumsta 
to be considered a prospectus, or as an offer to sell, or the solicitation « 
to buy the securities referred to herein. No offer to buy or sell any sui 
should be made, and no order to purchase the securities herein referred t 
accepted unless and until a registration statement under the Federal S« 
Act of 1933 relating to the securities herein referred to has become effectiv 

Since adoption of rule 131 the Commission’s action in accelerating the eff _ 
date of a registration statement has been conditioned upon a showing 
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an adequate and timely distribution of the red herring to dealers w 


ted to participate in the sale of the security to the public 
le and administrative policy have achieved in part the original statutory 
Since that time, as a matter of practice, underwriters and dealers who 
articipate in the distribution of a nev ‘curity receive information 
» new issue by means of a red her g prospectus, in advance of the 
date 
herring prospectus, however, does not lend itself distribution to the 
rally for the purpose of pr inary screening of prospective customers 
tly cannot be secured in sufficient quantity in various parts of the 
ne to permit its general use as a@ mean ( isseminate intormatior 
ans by which underwriters and dealers nay determine public interest 


issue 


ming 
the Commission took another 


mmunicate with customers 
receiving the pros 


} 
which provide s ior asi 


statement containing 
issue. ‘Lhis rule like 
not constitute an ‘‘« 


ide1 


he 
i the Commission conditions its action in makit t tatement eff 


‘ 


uired to file tl 
showing that copies of the identifying m have beet ade avai 
s and underwriters. I have copies o ving st nts here 
be glad to pass up to the committee ‘ons tion and the con 
ay determine whether it wishes to place one or more of these in the record. 
rwriters and dealers have objected that rule 1: ‘s not permit the 
in the identifying statement of sufficient information to stimulate 
s by investors for copies of the prospectus Chey contend that the 
tifying statement fails in its purpose unless it contains more of a summary 
registration statement, including a summary of certain financial information. 
rules and policies—that is, the rule concerning the use of the red herring 
is and the use of the identifying statement, and the policy requiring the 
f these documents—are consistent with the act. However, in view of the 
e and sweeping prohibitions of section 5, in view of the difficulty in dis- 
ing between the dissemination of information and the making of an 
and in view of the difficulty of explaining that the use of a red herring pros- 
is not an offer of the securities, even though the text of the red herring 
s words which offer the securities, we believe that the statute should be 
sed to support expressly the practices which the Commission permits and 
d requires the industry to follow 


SED AMENDMENT TO FA ATE DISSEMINATI( OF INFORMA- 
BY PERMITTING THE MAKING OF OFFERS PRIO rO THE EFFEC- 
DATE OF THE REGISTRATION STATEMENT 


meet this situation the industry proj , and the Commission 


is concurred in, amendments to sections 2 (3 , ame (‘onform- 
11). 12 


Yamendments are required to sections é 


and 22 (a), and to sections 303 and 305 of the Trust Indent 


nd section 2 (a) (30) of the Investment Company Act. ‘The 
re and purpose of these amendments was described in the hear- 


»y Chairman Demmler as follows: 


on 5 of the present act prohil 

a registration statement and 

act to include an offer Basi 

to sell and solicitations of offer uy t » waiting period by 


iminary prospectus filed wit 1e m ior to its u 


f 


i noted, the use of the tel phone for the ing of al offers intr: 

prohibited by present law Under the amendment ‘e would be 
against such offers either interstate or intrastate | 

against the making of an actual sale or contract of sale of a see 

fective date of a registration statement is not affected by tl 


Rept. 154: 
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In order to accomplish these objectives, it is necessary to redefin« 
sale’’ section 2 (3) and toa d sections 5 and 10 of the prese 
As I have indicated previously, the term ‘‘sale’’ as presently defined 
offer as well as a sale Section 1 of the bill defines these terms separa 

Sectio ’ | f the act continues to make unlawful the sale 
prior to the ¢ Tective date of a registration statement. The change 

of ‘‘sale’’ ir on 2 (3), however, has the effect of eliminat 
prohibitio against the making of a clhde tareclh exten intiaibien <8 an ¢ 
pr »t ive dat 
; No cha r s made ij the present provisions of section 5 (a) (2) wl 
the trar ssion of a security through the mails for purposes of sal 
ufter sal i ition statement is in effect 

| T { l tio ) * 3A , ) ide off rs, together with the propos: 
of s t 10 of the act ‘ontents of prospectuses . will change the effec 

f the act to permit the making of offers during the wait 

a of prosp ! containing summary information as well as 
the ‘ ‘ D ) 

The} t provisions of ‘tions 5 (b) (2) which require delivery of 
prospt i onnection with a sale or delivery after sale are retai 

r change rake necessary a new section 5 (c) which makes 
to offer a security prior to the filing of a registration statement 

A conforming chang section 10 is made so as to authorize the ¢ 
to permit the use of a summary prospectus in addition to the convent 
pectus Chis short-form summary prospectus will be filed with 
sion, as part of the registration statement, and must conform to the ¢ 
rules and regulations In order to prevent the use of a summary 
which fails to neet the Commission’s requirem¢ its, the Commiss 
authorized to suspend the use of a defective summary prospectus | 
istrative remedy which 1s intended to supple nent the stop-order po 
(ommissio under sectio 8%. is considered essential because of the n« 
speedy action to prevent the use of a defective summary prospect 
the relatively short waiting period. 

Since, howeve the summary prospectus will involve condensation o ; 


zation of the full prospectus and since that process necessarily involv: 
the Commission believes, and the bill provides, that preliminary an 

prospectuses authorized by this section should not be subject to sectio 
imposes liabilities upon the issuer, its officers, directors, and underwrit« 


statements and omissions. This will not lighten the existing burden o 





because the red herring prospectuses now permitted are not subject, a 
section 11 liabilitie We believe that the administrative sanctions of 
d the De! nm power oupled with the liabilities of sections 12 and 17 


provide for civil liabilities and criminal penalties against sellers), car 
upon to guard again e of defective summary prospectuses, 





EFFECT OF THE PROPOSED AMENDMENT RELATING TO PERMIT 
OFFERS PRIOR TO THI EFFECTIVE DATE OF THE REGIS] 


STATEMENT 


(1) The amendment conforms the statute to the present practice 


In his testimony before the committee, Commissioner Di 
stated: 


I think it must be apparent from what I have just said that the ame 


does not work any ae nental change; in fact, it may fairly be said to 4 
specific authority for the continuation of practices which have developed ¢ 
years under the present law and to make those practices specifically su 
the sanctions provided by the act. 

Referring to this statement, Chairman Wolverton asked a question i 
and received this reply: 

Do you mean the Commission’s practices respecting rules on the disseminat a 


of information, underwriting practices in making offers and sales, or both 
Commissioner DEMMLER. Both. 





i 
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elaboration of the proposed conformance with practice is 
in the replies of Commissioner Demmler to questions asked 
e hearings: 


e amendment « ncourages greater dissemination of information by 
eving underwriters and dealers of fears connected with pre- 
clive date distribution of written material 


advantages of the amendment in this regard were developed 
the hearings: 


HAIRMAN. Now, NAY stated th: his am diment has been urged 
vears, because underwriters and dealers fear tl the dissemination of 
on during the waiting period ma construed as an offer and thus 
emselves to certain possible liabil al t that this amendment 
ninate that risk to underwriters and deg - is at so? 

issioner DeEmMMLER. I would say ‘‘ves,”’ that that i As I pointed out 
hile ago, when I read from section 19, that as a matter of fact the reliance 

Commission’s rules has provided an insulation to the underwriters and 

who may have had the fear that the rules went bevond 
1 think that the enactment of this bill would remove the fear It would 


arly, I think, make dealers on the retail level more willing to provide these 
1 


© statute 


nary prospectuses sometime before the sale was made. In other words, 


me prior to the effective date. I think you might take this into considera- 
looking at this thing in a specific sense. Dealers, without violation of the 


make intrastate oral offers of securities now They are limited, however, 


natter of written offers by the wording of the act. And consequently there 


ild think it is safe to assert, a certain amount of oral offering at the present 
dealers on the retail level unaccompanied by any written document. 


er this bill, the permissive use of a processed preeffective document should 


result in a dissemination of more accurate information with respect to 
iritv being offered. 
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(3 The amendment pern its greate r latitude to the underwrite) 
out the market 
Advantage to the underwriter and dealers of being able to 


preeffective offers was brought out in the testimony: 


The CHairnMAN. I note that Mr. E. T. McCormick, formerly a co 
and now pr ident of the American Stock Exchange, told a subco 
this co ittee on March 10, 1952, the following: 


The prohibi ion against offerings in the post-filing but preeffect 





of registration injects into the underwriting process a& serious and unnecs 
and a resultant unwarranted cost to issuers and investors. Offeri 
should be permitted during that period. 
(he securities industry needs a device through which it can a 

is int sted in knowing about the securities being offered. ‘The stat 
permit the use of a screening or identifying statement in advance of 
prospt 

Now, basically does this amendment give the underwriters any grea 
in testing out the arket before the registration statement becomes ¢ 

Commissioner DEMMLER. It does. 


This was confirmed by Mr. Edward C. George, chairman, bo 
rovernors, National Association of Securities Dealers, Ine 
Mr. Bennerr. Do you think the opportunity to make the offer 


Mr. GEORGI Is i portant? 
M1 BENNETT. Yes 


Mr. Georce. I certainly do * * * It would be helpful to us during 
period. We could get an idea, I am sure, of whether we were going to 


positio to sell the securities. 


(4 The amendment makes possible dissemination of more a 
information to the investor than he now generally receives 

The statute as origmally enacted clearly indicates that it was 
intent that the investor at some time should have befor 
prospectus summarizing the information contained in the regist 
statement at the time the registration statement became effecti 

Whether or not it was the intent that the prospective purel 
should have this prospectus before he became bound to purchase 
security is not so evident. In any case, a reading of section 5 (b), « 
above, makes it apparent that the statute as enacted makes 
missible for this prospectus to be delivered subsequent to the tin 
investor ts solicited to buy the security, either at the time of cor 
tion of the purchase, or with the delivery of the security itself 

Under today’s type of security distribution, it is readily 


that in a vast number of cases the investor does not have this 


pectus at the time he offers to buy the security. The signi ) 
underwriting agreement between the issuer and the underw? 

the amendi i of the re ‘istration Statement to reflect the under ; 
the offeri i” price the s read, and other details of the offer 


quently do not take place until the day on which the res 
statement ts declared effective by the Commission; the offerin : 
the subsequent morning, and the closing of the offering, s¢ 
with the issuer, and Lf rmination of the underw riting svndica 
place within a very few days thereafter. The prospectus, therefo 
customarily is only delivered with confirmation, or with the si 

How the investor might have accurate information at the til 
useful to him is a problem that long has been recognized. 'T] 
posed amendment offers an approach to its solution in that it provides 
for the use of 2 processed document. or preliminary prospect Is, p 
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lective date of the registration statement. This p irpose of 
ed amendment was discussed during the hearings: 


T 


for 1 oO be usetul 


rreater dissemination of accurate informa- 


| 
i 


These opportunities for 
were commented upon 


Jankers Association: 


t ry. » } 
vv Mr. T. Jerrold Bryce, resident, 


The amendment does not take away ani of the present yrotection 
< ‘ 


ff wded nie stors 
Preservation of the investor protection intended in the enactment 
the statute was categorically asserted to be maintaimed in the 
oposed amendment: 


CHAIRMAN. Now, my next question is, so that we may be perfectly clear 
s being prope sed 
re any change by this amendment in the remed wl the investor 


ler sections 11 and 12 of the act against false, misleading, or half-true 


9 


missioner DemMMLER. There is no curtailment of any such remedy. 


CHAIRMAN. Are we lessening any of his protection? 
ssioner DEMMLER. No, sit 
Such opinion was also expressed by Mr. T. Jerrold Bryce, president, 
investment Bankers Association of Americ: 
the proposed legislation * * * provides for certain long overdue amend- 
s to our Federal securities laws which are in the best interests of all parties 
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concerned and, if enacted, will better enable all of us in the securitic 


large and small, to do our job of supplying capital to industry, and pa 
equity capital, without in any way, in my judgment, relaxing any of t 


safeguards which are provided by these laws 
(6) The ame? dma nt doe s not char ge the liabilitic s for state ment 
not made in the registration statement and prospectus 
Categorical assertion that the proposed amendment will no 
the liabilities presently imposed by the statute for the st 


contained in the registration statement was also made by ( 
Demmler: . 
Now, there is one other question in the statement, in order that 
a ¢ ID er ( Mr. Chairmar Section 1] lial 
lial v that cover ( er, the underwriter, the officers a1 
( ! i ay ‘ I 
I can Tree ve I} s uncha 
sec V et te preoffering literature, unl 
l ma vy bee es {Te Ve 
( pul I mre ( r detracted f1 n 
I'or or P Aerer THe Errecrive DATE or a } ; 
LQ) STATEMI I 
Existing law requires underwriters and dealers to del 
tuses to in tors as long as they are engaged in the initial 
of a securit Moreover, a dealer, even though not a 
in the distribution. must deliver prospectuses to his cust = 
trading transactions for at least 1 vear after commencen 
offering. The proposed amendment to section 7 of thé Q 
provides for delivery of prospectuses in trading transaction 
the actual offering period but in no ease less than 40 days a S 


effective date of the registration statement or 40 days afte 
mencement of public offer ny, \ hichever expires last. lt 
change the requirement that prospectuses be delivered b 
writers and dealers so long as they are engaged in the initial 
tion of the securit 

The 1l-vear provision with respect to trading transactions 
been recognized as unrealistic. Moreover, dealers trading ina 
publicly offered within 1 year find themselves unable t 
prospectuses. This fact has rendered compliance by de 
enforcement by the Commission difficult. 

In view of the continuous offering of securities by certait 
of investment companies, particularly those commonly referr 
‘mutual funds,” a special provision for mandatory use of pl 
by dealers over a longer period is provided by a proposed am 


to the Investment Company Act. 


a 


‘ 


SIMPLIFICATION OF INFORMATION REQUIREMENTS FOR PROS! 


Usep More Tuan 13 Montnus Arrer tHE Errective D x 

A REGISTRATION STATEMENT h 

Occasionallv the offer and distribution of a security ma‘ Na 
beyond 13 months after the effective date of a registration stat . 
Under the present act a prospectus which is part of the « . 
registration statement may be used for 13 months after the « ~ 
date. If a prospectus is used thereafter, however, it must conta ak 


information as of a date within 1 year of its use. Since a regis' 
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ent at the time of its filing may contain financial statements 
ite at least 90 days prior to the filing date, it is apparent that 
nal prospectus may continue to be used until a time when 
mation therein is as of a date more than 16 months prior to 
Thus, under the present statute, the requirements for 
tuses used more than 13 months after the effective date of the 
on statement are more restrictive than those applicable to 
tuses used immediately after the effective date of the reo stra- 
ement. 
1 8 of the bill proposes amendments to section 10 of the 1933 
h will permit the Commission to prescribe equivalent stand- 
Sé losure for both classe S of prospectuses b provid or that 
prospectus is used more than 9 months after the ective date 
ristration statement, the information contained ther shall 
i date within 16 months of such use. 


IxxTENSION OF CREDIT BY DEALERS ON NE\ 


11 (d) (1) of the Securities Exchange Act prohibits a person 
oth a broker and a dealer from ‘‘taking into margin accounts 
rities in the distribution of which he participated during the 
ng six months.’”’ This was intended in part to restrain dis- 
; from selling new issues of securities to their brokerage cus- 
on credit. The apparent purpose was to provide that new 
would be initially placed with investors rather than with 
lators. It is generally agreed, however, that the prohibition 
st extending credit for 6 months after the end of the offering 
is unnecessarily long. 
tion 201 of the bill reduces the 6-month period to 30 days, but 
endment will not permit extension of credit by a member of the 
r syndicate or group while the selling or distributing process is 
zress or for 30 days thereafter. It is believed that section 11 
so amended will be sufficient to assure that new issues will be 
na cash basis. 


“WuHeEn-IssueD”’ TRADING 


amendment proposed is ess ntially a technical amendment 
d to remove an ambiguity in the law. The last two sentences 
on 12 (d) of the Securities Exchange Act of 1934 deal with 
bject of “when-issued”’ trading on the exchanges. The first of 
wo sentences provides ample authority for the regulation of 
trading under the standards of public interest and protection of 
ors that are used throughout the act The last sentence, which 
nts an attempt to deal with the problem somewhat more 
ly, was apparently not fully considered, for where a security 
vht or the subject of a right granted to holders of a previously 
red security, ‘“‘when-issued”’ trading cannot in the nature of 
gs serve “to distribute such unissued security to such holders.” 
r it provides a market in which such holders may sell the 
nissued security and others may acquire it. 
Section 202 of the proposed bill, therefore, would repeal the last 
sentence of section 12 (d), thereby permitting “when-issued”’ trading 
to be regulated under the more general provisions of the preceding 


sentence, 
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Tue OFFERING OF DEBT SECURITIES 


The Commission, in connection with proposed rule changes 
proy ice for more simple prospectuses for use in the public dist; 
of hieh-grade so-called institutional type debt securities, is co) ro} 
with section 305 (c) of the Trust Indenture Act of 1939 which 


inclusion in the prospectus of the analysis of particular in 
provisions singled out by section 305 (a) (2) of the Trust Ind 
Act. This requirement seems unnecessary in the light of the ( 
mission’s rule making authority under the Securities Act 
with disclosure problems and the proposal leaves the matte: 
authority. 

The proposal does not affect the substantive provisions 
Trust Indenture Act which will continue to require that trust ir 
tures contain the statutory provisions for protection of inv 
for example, that there be independent indenture trustees 
quate resources and free of conflicting interests, who must rep 
security holders, and take other affirmative action to pres 
vestors’ rights under indentures and to protect their interests 
event of default. 


SIMPLIFIED REGISTRATION PROCEDURE FOR INVESTMENT Com 


Investment companies which engage in continuous offerings 
their shares, as a matter of practice, file new registration stateny 
under the Securities Act of 1933 about once each year in order to | 
registered shares available. Section 6 of the Securities Act proy 
that securities may be registered by filing a registration state 
but does not provide for registering additional securities by an 
ment. Section 403 of the proposed bill would amend sectior 
of the Investment Company Act by adding thereto a new subsect 
(e) which will permit such investment companies periodicall) 
increase the number of shares registered under the Securities Act 
amending their existing registration statements rather than 
filing new registration statements. Paragraph (3) of this new s 
section (e) will require that current information will be mad 
of the registration statement and prospectus at appropriate intery: 
There will be no departure from either the disclosure standai 
the liabilities imposed upon sellers. 

In view of the above-mentioned practice of continuous offering ¢ 
securities by certain types of investment companies, particularly thos: 
commonly referred to as “mutual funds,” a proposed amendm: 
the Investment Company Act would provide for mandatory use of 
prospectuses by dealers over a longer period than would be req 
under section 4 (1) of the Securities Act as modified bv section 7 
the bill. This provision appears in section 402 of the proposed 
which amends section 24 (d) of the Investment Company Act of 14! 
by adding a further exclusion to those already contained in t! 
subsection. , 

As previously noted, under existing law a dealer who is not a p: 
ticipant in the distribution need not use a prospectus in connectio! 
with a transaction in a security after the expiration of 1 year fro 
the first date on which the security was bona fide offered to the publi 
which, in most cases, means approximately 1 vear after the effective 
date of the registration statement. Section 402 of the proposed bill 
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change this requirement by providing that a dealer, whether 

participating in the distribution, must use the prospectus as 
the issuer 1s offering any securities of the same class as the 
which is the subject matter of the dealer’s transaction. 


SING THE Exemprion From Reaistration From $300,000 
To $500,000 


tion 3 of the Securities Act of 1933 describes various types of 
es which are exempted from the registration provisions of the 
and from liability under section 11. Subsection (b) of this section 
des that the Commission may by rule and regulation, and subject 
h terms and conditions as may be prescribed, add any class of 
rities to those exempted by section 3 (a) of the act if it finds that 
forcement of the act with respect to such securities is not neces- 
in the public interest and for protection of investors by reason of 
small amount involved or the limited character of the public 
x, except that the Commission may not under this provision 
securities where the aggregate amount at which the issue is 
fered to the public exceeds $300,000. When the statute was enacted 
the figure specified in this subsection was $100,000. This 
int was increased to the present figure by an amendment in 1945. 
The Commission has adopted various regulations governing the sale 
of securities within the prescribed limits. The most important of 
hese is the general exemption provided by regulation A. 
In brief, regulation A prescribes the conditions under which the 
xemption is available and requires the use of an offering circular 
\taining prescribed minimum disclosures. The regulation further 
ror ‘id s that the Commission may suspend the exemption by order 
i. hearmg, upon the showing of a violation of the regulation. 
1 he re aed ments of the regulation can be met by filing with a regional 
fice of the Commission, a simple notification and copies of the offering 
ture. The entire procedure provides a method, less expensive 
d time-consuming than registration, by which issuers seeking rela- 
vely small amounts of money may sell their securities in interstate 
ommerce without complying with the registration requirements of the 
Theregulation, within the practical limitations of the amount 
olved, provides for disclosure and disciplinary checks and suspen- 
sion pone so as to assure that issues offered under the regulation are 
ffered under conditions which furnish practical protections against 
fraud, 
bill here reported, S. 2846, as referred to the committee, and 
he companion bill, H. R. 7550, as introduced by request of the Com- 
ission in the House, contained a section proposing to increase the 
ount of this exemption from $300,000 to $500,000. The purpose 
of this amendment was stated as being that of making the capital 
rket more readily available to small business, and at less expense. 
was supported at the hearings by the Commission, and by several 
ther witnesses, including representatives of independent telephone 
ompanies. The Commission’s position was expressed by Chairman 
Demmler: 
Commission has had a number of years of experience under regulation A, 


h less than a year under the regulation in its pres at form. On the basis 
its experience under this regulation, and of the limited but practical safeguards 


: 


H. Rept. 1542, 83-2——-3 
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which it provides, and the basic purposes of the exemption, the Cor 
believes on balance that the increase to $500,000 in the permissible amou 
exemption as proposed in section 6 of the bill is reasonable. 

The committee can but be sympathetic to any argument urged fo; 
the facilitation of the enlistment by small businesses of capital with 
minimum of expense. On the other hand, the offering of securities 
to the public without registration under the Securities Act obviously 
is attended without the full protection and the substantial remedies 
to the investor which the act was designed to afford. The setting of 
a figure below which securities may be offered without registration 
necessarily, therefore, involves the reconciliation, as far as possible, of 
the conflicting objectives of protecting investors of securities, on thy 
one hand, and of assisting the ready flow of capital into smalle 
industries on the other. Here, as in most fields of human activity. 
perfection is an unattainable ideal. Compromise and adjustment ar 
inescapable. The committee is of opinion that a sufficient case has 
not been made for the need for the increase in the amount of th, 
exemption to offset the decrease in the protection to investors which 
would flow therefrom. 

Regardless of the processing which the Commission may give to the 
offering circular filed with it under regulation A, or similar regulations 
pertaining to securities exempted from registration under this section, 
the remedies available to the investor are limited to those under see- 
tion 12 of the act; namely, they apply only against the specific indi- 
vidual who may have sold him the security. The investor does not 
receive the protection of section 11 which, as described above in this 
report in the discussion of the amendment to section 5 of the 1933 
act, provides that as to registered securities, he may have remedies 
against the issuer, its officers and directors, every underwriter, con- 
trolling persons, and every accountant, engineer, or other expert 
involved. It is also significant that only in the case of registere 
securities is there a requirement for independently audited certifie 
financial statenents. 

Reference was made during the course of the hearings on this bill 
to previous testimony of Commission witnesses that in this area of 
public offerings of securities exempt from registration where adinit- 
tedly by the Commission there is less protection to the investor, 
more chances for fraud exist than where the securities are registered.’ 
The investor is as seriously affected by a loss in an exempt security as 
a registered one, but without the remedies: 


1 
i 
| 
i 


Mr. Bennerr. The point I am making is this: I do not quite understand w 
the public, why an investor who has a thousand dollars to invest, would not be 
entitled to the same amount of protection whether he invests in an issue that is 
exempt or whether he invests in one that is not exempt. 

Commissioner DemMMLER. As a matter of fact, sir, there is no question but that 
if you lose a thousand dollars out of a $300,000 issue or out of a $300 million issue, 
you are out your thousand dollars just the same. 

Mr. Bennett. That is right. 

Commissioner DemMLeR. The whole question of exemption is a matter of 
policy for the Congress to determine. 


iv . . . . . 

The exemption, of course, applies to the amount of securities offered, 
not to the size of the issuer of the securities. In addition to strictly 
promotional enterprises, therefore, it is also available and is utilized 





§ Hearings, March 19, colloquy between Mr. Bennett and Commissioner Demmler, 


* Report of the committee on Study of the Securities and Exchange Commission, December 30, 1982, 
H. Rept. 2508, 82d Cong. 
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larger concerns Wishing to offer small blocks of securities, or by 
controlling persons engaged in a bail-out of their holdings in larger 
companies, as well as by seasoned small businesses which may wish 
additional capital. 

In the narrower consideration only of the capital requirements of 
these small businesses, the committee cannot but be cognizant of the 
wet that retention of the $300,000 limit on the amount which may be 
‘fered without registration does not necessarily require the use of 
the registration process to secure greater amounts of capital. There 
are other avenues open. 

The $300,000 limit is applicable only within the time of 1 year. The 
exemption can be and has been availed of over a series of years by 
expanding pen which eventually build themselves up to the 
point Where a registered offering is appropriate and feasible. A second 
venue is that of the making of an offering to a limited number of 
persons Who presumably may be expecte d to possess some familiarity 

‘ith the business involved. There is no limit to the amount which 
thus may be offered, provided it is not “publicly” but “‘privately’’ 
offered, which the Commission by rule of thumb construes as being 
to no more than some 25 offerees. <A third, and significant, avenue is 

t of an “intrastate” offering, which is also exempted from the act. 
\ small business is faced with no registration requirement of an offer- 
ng Which is made within its own intrastate locality, and thus pre- 
sumably to persons who have more ready access to information about 
its operations and financial position. 

In view of these possibilities, the committee is of opinion that a 
business seeking to solicit substantial amounts of capital on a national 
scale properly should assume the responsibilities attaching to the 
registration process adequately to inform the investor far from its 
base of operations about the nature of its enterprise and its financial 
position. The committee, accordingly, with due regard to the public 
nterest and investor protection involved, has amended the bill, here 
reported, by striking the proposed increase to $500,000 in the limita- 
tion on the exemption, thus retaining the limit as it now stands 
at $300,000. 


FAVORABLE Report From Bureau or BupGrer 


The committee has received the following communication from the 
Bureau of the Budget: 


EXxecurTive OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 
Washington 25, D. C., March 17, 1954. 
CuHarRLes A. WOLVERTON, 
Chairman, Committee on Interstate and Foreign Commerce 
House of Representatives, Washington 25, D. ¢ 


My Dear Mr. CrateMan: This is in reply to your letters of March 2 and 4, 
1954, requesting the views of this office with respect to H. R. 7550 and 8S. 2846, 
unend certain provisions of the Securities Act of 1933, as amended, the Securi- 
s Exchange Act of 1934, as amended, the Trust Indenture Act of 1939, and the 
vestment Company Act of 1940. As originally introduced, the bills were 
cal. As passed by the Senate, 8. 2846 contains certain minor amendments, 
the reasons for which are set forth in the report of the Senate committee. These 
amendments appear to be necessary or desirable and their incorporation in the 
House bill is recommended. 
This legislation is designed to simplify and clarify present law pertaining to 
the regulation and issuance of securities. In effect, it would vest discretionary 
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powers in the Securities anc Exchange Commission within certain well-def 
areas. Thus it would enable that Commission to carry on its duties wit 
subjecting the security dealers, underwriters, and issuers to statutory prohibit 
and limitations which are more rigid than necessary for the purpose of pr 
investors. 

A careful examination of the several provisions of this legislation lea 
believe that it would provide a more practical method of adjusting Co: 
procedures in accordance with adequate administrative safeguards, but 
granting exemptions or authorizing, by statute, undue relaxation of requi) 
which protect the public from improper, misleading, or fraudulent 
securities 

It is understood that the detailed provisions of this legislation have 
worked out with great care and that its provisions will enable the See; 
and Exchange Commission to reach appropriate decisions concerning mat} 
under its control more efficiently and with greater expedition. 

Accordingly, I am authorized to advise you that the enactment of either H. R 
7550 (with the incorporation of the amendments referred to above) or S. 2846 
(in the form passed by the Senate) would be in accord with the progra: 
President. 

Sincerely yours, 
Donautp R. BELcHeE! 
Assistant D 


SECTION-BY-SECTION EXPLANATION OF THE BILL, AS AMENDED 
THE COMMITTEE 


TITLE I—AMENDMENTS TO SECURITIES ACT OF 1983, AS AMENDEI 


D 


Section 1. Definition of offer and of sale 

Section 1 amends section 2 (3) of the Securities Act of 1933 to 
redefine the term “sale’’ so as to distinguish between “offers’’ and 
“sales.” This amendment, and the complementary changes proposed 
in section 5 of the act by section 8 of the bill, permit certain offers 
to be made after a registration statement has been filed but befor 
has become effective. The redefinition of ‘sale’ requires formal 
amendments to various sections of the act (e. g., sees. 2 (11 
(11), 12, 17 (a), and 22 (a)) to insert the term “offer’’ to preserv: 
existing law. Similar changes in the language of schedules A and B 
to the act are not considered necessary to maintain the standards of 
disclosure they establish, since section 7 of the act, as implemented 
by rules thereunder, already requires the inclusion in registratior 
statements of information other than that specified in such schedules 

The existing exception from the term ‘sale’ for preliminary nego- 
tiations and agreements between an issuer and any underwriter has 
been revised to give effect to existing interpretations that such nego- 
tiations and agreements between a controlling person proposing to 
offer securities and any underwriter may take place prior to the filing 
of a registration statement. The language of the exception also has 
been expanded to refer to such negotiations and agreements among 
underwriters who are or are to be in privity of contract with an iss 
or controlling person. The sole purpose of this is to make clear that 
the usual agreement among underwriters as well as the agreement 
between the underwriters and the issuer (or controlling person, as 
the case may be) may be made before the registration statement has 
been filed. No other changes of substance are made in section 2 
of the act; however, to maintain existing law the words “offered and” 
are inserted prior to the word “sold’”’ in the second sentence of the 
present section and the words ‘an offer or’ are inserted prior to the 
word “sale’’ where that word first appears in the last sentence of 
section 2 (3). 
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section 2. Definition of registration statement 


Section 2 of the bill is a clarifying amendment of the definition of 
registration statement”’ contained in section 2 (8) of the Securities 
tect. It substitutes for the word “accompanying”’ the words ‘‘filed as 
a part of’ which have been used in the Commission’s rules and in the 
instructions contained in various forms for registration statements. 
No change in the meaning of section 2 (8) is intended. The words 
“accompanied” and “‘filed with” appear in section 7 of the act. Since 
no change in meaning of section 2 (8) or of section 7 of the act is 
intended by the amendment to section 2 (8), it is not necessary to make 
anv change in section 7 of the act. 


Section 8. Definition of prospectus 


Section 3 amends section 2 (10) of the Securities Act to conform to 
the changes being made in sections 5 and 10 of the act which contem- 
ite, among other things, that there shall be two general classes of 
prospectuses—section 10 (a) and section (b) prospectuses, the latter 
nvisaged as including summaries or condensations of the former for 
restricte d use. 
Section 3 adds the word ‘‘television’”’ to eliminate any possible doubt 
whether the term “radio” includes “television” that might arise 
rough amendment of the act at this time without express recogni- 
tion of technical advances in the radio industry. The words “confirms 
the sale of any security” have been added to avoid any implication of 
departure from settled interpretations that confirmations are ‘“pro- 
pectuses” (Securities Act Release No. 2623, July 25, 1941; 11 F. R. 
964, September 27, 1946). 
The addition to section 2 (10) (a) of the Securities Act of the 
rds “sent or given after the effective date of the registration state- 
ent (other than a prospectus permitted under subsection (b) of 
on 10)” preserves the existing rule that after the effective date 
offeror may send a prospective purchaser any informal communi- 
ation or offer if accompanied or preceded by the full prospectus. 
Since it appears that the protection intended by the act is afforded 
the offeree receives the full prospectus from the offeror or from any 
other source, the words “‘by the person making such communication or 
s principal” appearing in the present act have been dropped as un- 
ecessary, 
The section 10 (b) prospectuses provided for by this bill may be 
t before or after the effective date and need not be accompanied or 
undid by the full section 10 (a) prospectus. The full prospectus, 
owever, must be used in connection with the actual sale after the ef- 
ve date and will give rise to liabilities and other sanctions under 
tions 8, 11, 12, and 17. The section 10 (b) prospectus will be sub- 
t to sections 8, 12, and 17 of the act. The changes also make clear 
it the formal prospectus when used in compliance with statutory 
julrements must conform to the provisions of section 10 (a) not 
erely at the time it is sent or given but also must meet such require- 
ents at the time any communication (which requires concurrent or 
prior delivery of the section 10 (a) prospectus) is sent or given. This 
sa codification of existing interpretations. In addition, under the 
revised section 2 (10) of the act, the so-called tombstone advertise- 
ent may be used to solicit inquiries for either the formal section 10 
prospectus or the abbreviated section 10 (b) prospectus and may 
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be used after the filing of the registration statement as well as after 
the effective date. In view of the wide variations in the types of 
issuers, securities, and offerings subject to the Securities Act, rule 
making power has been added to permit appropriate variation in the 
contents of such advertisements under such safeguards as may 
necessary in the circumstances. 
Section 4. Definition of “underwriter” 

Section 4 in effect substitutes the words “offers or sells’’ for the word 
“sells” in the definition of “underwriter.”” This is a formal chang 
necessary to preserve existing law in view of the separate definitions 
of “offer” and “sell” in section 2 (3) of the act provided by section | of 
the bill. 

Section 5. The intrastate exemption 

Section 5 makes the formal change necessary in section 3 (a 
of the Securities Act to preserve existing law in view of the distine- 
tion being made between offers and sales in section 2 (3) of the aet 
Thus the exemption provided by this section of the act has not bee; 
considered available unless the entire issue of securities was offered 
and sold exclusively to persons domiciled in the one State (Securities 
Act Release No. 1459, May 29, 1937; 11 F. R. 10958, Sept. 27, 1946 


Section 6. The dealer’s exe mption 


Section 6 of the amended bill amends the third clause of section 4 
of the Securities Act by reducing from 1 year to 40 days the period 
during which transactions, by dealers not participating in the dis- 
tribution, are not exempt from the provisions of section 5 of the act 

Apart from the change to a 40-day period, the amendment is not 
designed to affect the nature or extent of the dealer’s exemption in 
section 4 (1). For example, in the case of an unlawful offering of 
unregistered securities, a dealer would not be able to trade lawfully 
in such securities within 40 days (1 year under the present act) afte 
the ds an on which the unlawful distribution of such securities to th 
public in fact commenced. And if the dealer is a participant in any 
such hea ful distribution he cannot lawfully effect transactions 
in the unregistered securities so long as he is engaged in the distri- 
bution even though the 40-day period has expired. It is unlawful fo: 
a dealer to effect transactions in unregistered securities which are about 
to be registered, but he may ordinarily trade in other outstanding 
securities of the same class which are not being registered or involved 
in a registerable distribution or public offering. The amendment does 
not change these effects of the present provisions of the Securities Act 

In the case of registered securities the dealer’s exemption will not bi 
available to any dealer participating in the distribution so long as he 
has an unsold allotment or subscription, but dealers who are mere) 
trading and are not participants in the distribution will be subject 
to the provisions of section 5 of the Securities Act only during the 
40-day period. Under the revision of section 5, the offering of 
registered security may commence as soon as the registration statement 
has been filed, but it will continue to be within the power of the regis- 
trant or the underwriters to delay the offering until some later date 
in the waiting period or even to some date after the registration 
statement has become effective. The ame ndment, therefore, 1s s0 
worded as to make dealers subject to the proyiners oF section 5 for 
40 days after whichever is the later of the 2 events; i. e., the effective 
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date of the registration statement or the date the public offering in 
fact commences, 

Section 402 of title IV of the bill, discussed more fully below, 
amends section 24 (d) of the Investment Company Act so that the 
availability of the dealer’s exemption with respect to the securities of 
face-amount certificate companies and redeemable securities issued by 
unit investment trusts and open-end management companies will 
rdinarily be determined by the provisions of that section rather than 
hy section 4 (1) of the Securities Act. 


Section 7. Registration and prospectus requirements 


Section 7 of the amended bill amends section 5 of the act with respect 
to distribution practices. The statute as now in effect contemplated 
t] the registration statement would become effective before the 
sellers of securities could engage in sales activities. It was intended, 
however, that the waiting period would be used to make available to 
nvestors generally the information in the registration statement re- 
yarding the proposed offering. ‘To encourage this latter objective, the 

ommission has permitted or required — mination of information 

ing the waiting period by the so-called red herring prospectus, 

ifying statements and fair summaries of the information in the 

cas statement under circumstances not designed to involve 
the making of offers within the meaning of the statute 

The dissemination of information by dealers and underwriters 

ng the waiting period has been made difficult, however, because 

f the practical problem of drawing the line between activities which 
ist be considered as involving illegal offers as distinguished from 
those which may be considered to be no more than proper and lawful 
lissemination of information. ‘To resolve this problem section 7 of 
ie amended bill amends section 5 of the act in a manner that, along 
vith the amendments to sections 2 (3), 2 (10) and 10, will permit 
fers during the waiting period, thereby eliminating any question that 
might arise from the dissemination of information about the security 
by an issuer, underwriter, dealer, or other participant or prospec tive 
articipant in the distribution. The use of the intrastate telephone 
lor the making of offers is not now prohibited. Under the bill there 
would be no prohibition against the use of either interstate or intra- 
state telephone in the making of offers. Offers will be lawful during 
the waiting period only if made by the means recognized and _ per- 
mitted in these amended sections of the act; i. e., oral offers and 
prospectuses (which include any written offer and any offer by radio 
ir television) meeting the requirements of section 10 of the act. 

Section 2 (10) (b) tombstone advertisements will also be permitted. 

In substance, section 5, as amended by this bill, permits the mak- 
ing of offers but not sales, contracts of sale or contracts to sell prior 
to the effective date. Issuers, underwriters, and dealers should find 
no difficulty in regulating their conduct during the waiting period so 
is not to make “sales’”’ before the registration statement becomes 
elective. This may be done by conditioning offers, limiting activity 
io solicitation of offers to buy, or by other means that keep the trans- 

tion short of a “sale.” 

ia from deletion of the words “‘or offer to buy” in section 5 (a) 
I) of the act, there is no change in the language of section 5 (a), but 
ts effect will be changed since the word ‘“sell’’ no longer includes 
“offer to sell’’ under the changes in section 2 (3) of the act. Section 
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5 (a) will continue to make unlawful the sale or delivery of securit) 
prior to the effective date but will no longer make unlawful offers | 
sell during the period between the filing of the registration statemen; 
and its effectiveness. The words “or offer to buy” are remoy; 
the new section 5 (c) to serve their present purpose of preve: 
dealers from being committed to underwriters or the issuer withoy 
being informed. Thus, under the bill, it will not be lawful for dealers 
to offer to buy prior to the filing date. 

To make the intended effect of section 5 (b) (1) clear in the lich 
of the provisions of the first sentence of seetion 6 (a) of the act, ¢} 
words “with respect to which a registration statement has bee: 
are substituted for the word “registered.’”’ Under section 5 
of the act, as revised by the bill, it will be unlawful in the 
period to use any means or instruments of transportation or con 
cation in interstate commerce, or the mails, to make any 
offer (or offer by radio or television) unless such offer (which 
spectus) meets the requirements of either section 10 (a) or secti 
(b) of the act. Section 3 of the bill also permits the use of so 
tombstone advertisements during the waiting period. The revyis 
section 2 (10) (a) of the act will continue existing law that aft 
effective date a prospectus or written offer (other than a sec. 10 
prospectus) that does not meet the requirements of section 19 
may be sent to any person only if such person has been sent. or ¢ 
a prospectus which still meets the requirements of section 1() 
Such ‘free writing’ privilege by use of interstate facilities or the 
mails does not now and under the amendments will not exis 
to the effective date. 

Section 5 (b) (2) of the Securities Act, as amended by th 
continues present law which requires delivery of a security to be 
accompanied or preceded by a full prospectus meeting the require- 
ments of section 10 (a) (formerly sec. 10) as of the date of the deliver 
of the security. Section 5 (c) has been added to maintain existing 
law which prohibits offers prior to the filing of a registration state- 
ment. It is necessary because of the changed effect of section 5 
which will no longer prohibit offers as distinguished from sales befor 
the effective date. 

To recapitulate, the bill amends section 5 of the Securities A 
(a) To permit during the waiting period oral offers, written 
(including offers by radio or television) by prospectuses meeting the 
requirements of section 10, and the use of section 2 (10) (b) tor 
stone advertisements; (6) to make unlawful, by use of any means or 
instruments of transportation or communication in interstate co 


merce or of the mails, the transmission of other written offers during 
the waiting period (i. e., no “free writing’ by prospective sellers d 
ing that period); (c) to maintain present law making unlawful! during 


the waiting period a sale of a registered security or the making of a 
contract of sale or contract to sell; (d) to maintain present law under 
which posteffective “free writing’ is permitted if accompanied or 
preceded by the full section 10 (a) prospectus; (e) to make unlawful 
offers, or sales, during the pendency of publie proceedings under 
section 8 of the act prior to effectiveness; (f) to maintain present law 
making unlawful offers or sales while any refusal or stop order is in 
effect; and (g) to maintain present law making unlawful offers to sell 
and offers to buy prior to the filing of a registration statement. 
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\ 8. Prospectuses 
Section & of the amended bill amends section 10 of the Securities 
\ ta ¢ ymplement the changes propost d in seetion 5 ol the act to per- 
ering activities during the waiting p riod As an incident to 





anges, the sequence of some of the subsections are | arranged 





vraphs (1) and (2 of section 10 (a) are amended to provid 


prospectus shall include the 





nformation contained” in the 


1 
tion statement, rathe1 than the ‘‘same statements made’ 








This conforms to a longstanding interpretation and elimi- 
ny doubt that, to meet the requil ments ot section LO (a 

















coepectus need not repeat information the exact form in which it 
rs in other parts of the registration statement. These two para- 








hs ¢ ontinue the existing statutory requirements as to the contents 
he full prospectus which must be used in connection with the ‘‘sal 
stered securities. 

















Paragraph (3) of section 10 (a provided by section 9 of the bill 








for one variation, continues existing law as set forth in section 

1) of the present act. At present, section 10 (a) provides that 
prospectus shall contain the information contained in a registration 
atement, and section LO b) (1) provides that when a prospectus Is 
sed more than 13 months after the effective date of the registration 
‘ement, the information in such prospectus shall be as of a date not 
than 12 months prior to Its use. The effect has been that in pro- 
octuses employed after the expiration of the first 13 months of an 
no more recent information Is required than during the first 13 
hs of an offering. This arises from the fact that under the act 
particularly par. (25) ol schedule A) some of the information In 
ristration statement at the time it becomes effective may be as of 
late. In some instances, more than 6 months prior to the filing 






















































































| 
it equirement that the information in the later prospectus be as o! 
date within 1 year of its use has in many instances required thi 
eparation of interim certified financial statements. Section 8 ol 








hill provides that when a prospectus Is used mort than 9 months 
ter the effective date, the information in the prospectus shall be as 
a date not more than 16 months prior to such use. The amend- 
nt thus provides less discrimination between distributions of short 
ration and those of long duration, without diminishing the quantity 

r quality of information supplied investors. 
Section & adds a new subsection (b) to section 10 of the act to make 
plicit that prospectuses meeting the requirements of section 10 
vithin the meaning of sec. 5 (b) (1) of the act solely for informa 
tional and offering use may include prospectuses which may not, be- 
ause of permitted condensations or omissions, meet the requirements 
f section 10 (a) of the act. These section 10 (b) prospectuses must 
dinarily be filed as a part of the registration statement; persons 
sine them in the offer or sale of securities will be subject to the lia- 
lity provisions and sanctions of sections 12 and 17 of the act; and the 
ocuments, as parts of the registration statement, W ill be subject to the 
stop order and other administrative provisions of section 8 of the act. 
To provide for prompt action by the Commission to prevent the use 
r distribution of unlawful or deficient prospectuses, the new section 
\0 (b) authorizes a summary suspension procedure whereby the 
Commission may issue an order suspending or preventing the use 
{a prospectus (other than a sec. 10 (a) prospectus) by any person 
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if (a) such prospectus is required to be filed as part of the registrat on 
statement but has not been filed; or (6) such prospectus is n 
ing or incomplete. The subsection requires the Commission to giy, 
notice of the issuance of the order and to afford an opportunity fo, 
a hearing. When the requirements of the order have been ; et Or 
if, for example, it appears that the inaccuracies or inadequacies lead. 
ing to the issuance of the order do not in fact exist or no long: “ist 
the Commission must vacate or otherwise appropriately mod 
order. 

As already indicated, the use of prospectuses permitted un 
new section 10 (b) will be subject to civil and criminal liabilities and 
penalties, as well as to administrative sanctions, except for lia 
under section 11 of the act. This exception is appropriate. 
exempt from such liability, issuers and underwriters may be un 
to use condensed prospectuses permitted pursuant to section 
and thus impede fulfillment of the policy of the act favori 
dissemination of information about the issuer at the time \ 
offering. Deficiencies in such condensed prospectuses, if obse1 
the time of the Commission’s processing of the registration stat 
and if material, may be dealt with administratively by the Commis- 
sion, under existing authority, by requiring the material to bh: 
rected and recirculated with the changes noted. The official 
10 (a) prospectus has to be delivered to the buyer at or before t} ’ 
he receives the securities. Finally, any deficiency in summary 
rial which, despite the Commission’s processing, might carry through 
to and occur in the section 10 (a) prospectus will create liability 
under section 11. Thus, the investor will be deprived of no essentia 
protection. 

Section 8 of the bill also makes relatively minor changes of a tech- 
nical character in the provisions of section 10 (b) (2), 10 (b 
(b) (4), 10 (ec), and 10 (d) of the act. 


Sections 9, 10, and 11. Technical changes 


, 

These sections of the bill add the word “‘offer’”’ to sections 12, 17 
22 of the Securities Act in order to make clear that the civil and 
liabilities and sanctions imposed by the statute shall remair 
changed, notwithstanding the changes made elsewhere in the statute. 
Section 12 of the present statute provides that a purchaser of a s 
ity may recover from the seller who violates section 5 or whe sells a 
security by means of misrepresentations or concealment in a pros- 
pectus or oral communication. Since the term ‘sell’? has been re- 
defined, the amendment to section 12 inserts the words “offers or” 
before the word “sells” in clauses 1 and 2 of the section so as to pri 
the effect of the present law, 

For similar reasons, and to preserve existing liabilities and sane- 
tions, corresponding changes are made in sections 17 and 22 (s 
and 12 of the bill). Section 17 is the general fraud provision 
which criminal and injunctive actions are brought, and section 22 r 
lates to jurisdiction of offenses and suits. 
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Il AMENDMENTS TO SECURITIES EXCHANGE ACT OF 1934, AS 
AMENDED 


201. Eextension of credit 
ion 11 (d) (1) of the act prohibits a person who is both a broker 
ealer from extending credit to a customer on anv security which 
t of a new issue where the dealer is a member of a selling syndi- 
group for such new issue. The section not only prohibits 
sion of credit in connection with the original sale of the security 
so prohibits the security from being used as collateral in connec- 
th other transactions that the broker-dealer may effect for the 


sent the proh bition against extension of credit continues for 
s after the distribution of the new issue. Some post-distri- 
yrrohibition seems appropriate to prevent evasion of the basic 
ion against distributing new issues on credit, for even in so- 
ish transactions customers may delay payment for a few days. 
Fr. the present 6-month period is unl ecessarily lone for this 
lt is therefore provided in section 201 of the bill that the 
hh pe riod be reduced to 30 davs. 
2. “Whe n-issued’’ 1 a }; ug 
last two sentences of section 12 (d) of the Securities Exchange 
934 deal with the subject of “‘when-issued”’ trading on national 
sexchanges. ‘The first of these two sentences provides ample 
ity for the regulation of such trading under the standards of 
blic interest and protection of investors that are used throughout 
The last sentence represents an attempt to deal with the 
n somewhat more precisely. The last sentence was apparently 
y considered, for where a security is a right or the subject of a 
vranted to holders of a previously registered security, ‘‘when- 
trading cannot in the nature of things serve “‘to distribute such 
d security to such holders,”’ as provided in the last sentence of 
tion 12 (d). Rather it provides a market in which such holders 
sell the unissued security and others may acquire it. Section 202 
bill, therefore, repeals the last sentence of section 12 (d) thereby 
tting ‘“‘when-issued” trading to be regulated under the more 
ral provisions of the preceding sentence. 


III—AMENDMENTS TO THE TRUST INDENTURE ACT 
II] of the bill relates to the Trust Indenture Act of 1939. 
(rust Indenture Act supplements the Securities Act and the 
ions and exemptions in the two statutes are closely interrelated, 
lost of the changes made by title III of the bill are intended simply 
adjust and conform the Trust Indenture Act to the change in 
efinition of the word “‘sale”’ and related changes that are proposed 
be made in the Securities Act. 
s 301 and 302. Formal changes 
Sections 301 and 302 of the bill make various formal changes in sec- 
is 303 and 304 of the Trust Indenture Act (relating to definitions 
and exemptions) in order to conform to changes proposed to be made in 
the Securities Act, and also to conform to a change proposed to be 
made in sections 305 and 306 of the Trust Indenture Act, discussed 
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below. Thus section 301 (a) of the bill deletes the words “ag hey 
fore amended.” from section 303 (1) of the Trust Indenture 
make clear that the definitions in the Securities Act of 1933 to w 
the Trust Indenture Act will refer are those which will be cont 
in the Securities Act upon enactment of this bill rather thar 
set forth in the Securities Act at the time in 1939 that th 
Indenture Act became law. Section 301 (b) of the bill amends ; 
definition of the term ‘‘sale’”’ or ‘‘sell’”’ in section 303 (2) of the Trus 
Indenture Act to take into account the fact that section 1 of the ] 
amends section 2 (3) of the Securities Act to distinguish bety 
“offers” and “sales.’’ Section 301 (c) of the bill amends sectio; 

3) of the Trust Indenture Act: (i) To eliminate the phrase “as herp- 
tofore amended” for the same reason that section 301 (a) eliminat 


the phrase from section 303 (1) of the act; (ii) to make clear (wher 
the securities are not registered under the Securities Act but t 

denture is or is to be qualified under _ Trust Indenture Act) that 
communications nen be accompanied or preceded by the summa 


of indenture provisions (as in the case of registered securities) 0 
if the use of such summary is required by rules promulgated by 
SEC under section 306 of the act; (ili) to provide for ‘‘tombstor 
advertisements (where the securities are not registered under - s 
curities Act but the indenture is or is to be qualified under the Trust 
Indenture Act) the same rulemaking power to vary the permi 
contents of such advertisements as section 3 of the bill provides wit! 
respect to such advertisements under the Securities Act; and 

make clear that “tombstone’’ advertisements need refer to the s 
mary of indenture provisions only if SEC rules require the use of sw 
summaries. Section 301 (d) of the bill amends the term “under- 
writer” to take into account the distinction which section 1 of 1 
bill makes between “offer’’ and sale.” 

Section 308. Debt securities registered under the Securities Act 

Section 305 (c) of the Trust Indenture Act provides that a summ: 
of certain specified provisions of the trust indenture must be includ 
in a registration statement and prospectus under the Securities A 
The Commission under section 10 of the Securities Act is authoriz 
to prescribe the form and content of prospectuses. It might 
argued that the provisions of the Trust Indenture Act, in requirmg 
the inclusion of such summaries of indenture provisions, may ha 
the effect of restricting exercise of the Commission’s power to provi 
for shorter and more concise prospectuses. 

The Commission has advised your committee that it has in mind 
simplified registration statement and prospectus for certain types of 
debt issues. ‘To permit accomplishment of this objective and to 
eliminate any possible question, section 305 (c) of the Trust Indentur 
Act is amended to authorize the Commission to prescribe by rule and 
regulation the extent to which summaries of indenture provisions must 
be contained in prospectuses. 

The amendment provides no change in the substantive requir 
ments of the statute as to the contents of indentures or in the necessit 
of qualifying indentures with the Commission. 
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04. Nonregiste red securities 
tion 304 of the bill amends section 306 of the Trust Indenture 
certain respects. Section 306 of the Trust Indenture Act re- 
es to indentures for debt securities which must be qualified under the 
st Indenture Act even though the securities to be issued under such 
lentures are exempt from registration under the Securities Act As 
such indentures, section 306, follows, in general, the theory of section 
- of the Securities Act. Thus to conform section 306 of the act to the 
res being made in section 5 of the Securities Act. section 304 of the 


nends section 306 of the act to permit the making of offers after 


ng of the application for qualification of the indenture. Sec- 
t of the bill does not permit, however. the mi 


tS of sale, or contracts to sel] prior to the { ffeetn e 


ition for qualification To conform section 306 to the 

made in section 305 of the act. section 304 of the bill amet 
06 of the act to authorize the Commission to prescribe 

id regulation the extent to which summaries of 

must be used in the sale of securities not re ote! 

es Act but with respect to which an application for qualifica- 
the indenture must be filed under the Trust Indenture Act 


305. Unlawful re prese ntations 
on 324 of the Trust Indenture Act makes it unlawful to repre- 
r imply in “issuing” or “selling” a security that the SEC has 
woved the security, the indenture, the trustee, any transaction, or 
ssed upon the truth and accuracy of any statement or report filed 
he SEC. In view of the distinction which section 1 of the bill 
between ‘offers’? and “sales,’’ section 305 of the bill adds the 
ird “ofke ring” to section 324 of the act to continue the existing scope 


t} prohibition in that seetion 
L\ AMENDMENTS TO THE INVESTMENT MPANY AcT OF 1940 


Ol. Defin ition of prospectus 
Section 22 of the Investment Company Act (as modified by the 
st sentence of sec. 2 (a) (30) of the act) uses the term “prospectus”’ 
to the full prospectus meeting the requirements of section 10 
Securities Act ef 1933. Under section 9 of the bill such “section 
prospectus” becemes a ‘“‘section 10 (a) prespectus.”” Thus, to 


t anv change in existing law under section 22, section 401 of the 


amends the first sentence of section 2 (a) 30) of the Investment 
npany Act to refer to a prospectus intended to meet the require 
ts of section 10 (a) of the Securities Act Section 2 (a 30 
vestment Company Act as here in effect refers to a section 
spectus indirectly by making a direct reference to sect 
Securities Act which in turn refers expressly te sect 
oses of clarity and simplification, section 401 
tly to section 10 (a) ef the Securities Act 
ction 402. Investment company prospectuses 
section 24 (d) of the Investment Company Act now contains cer- 
‘ain provisions that modify provisions of the Securities Act of 1933 
isofar as they apply to investment companies because of various pe- 
liar characteristics of such companies. Section 402 of the bill adds 
section 24 (d) of the act a provision making the dealer’s exemption 
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contained in the third clause of section 4 (1) of the Securities Act jp. 
applicable to transactions in the securities of investment com 
that are offered to the public on a continuous basis, subject to cert 
conditions. The effect of the amendment is to provide for man 
use of prospectuses by dealers over a longer period than will by 
quired under section 4 (1) of the Securities Act as modified by 

7 of the bill. 

Under existing law, a dealer who is not a participant in the dis. 
tribution need not use a prospectus in connection with a tra 
in a security after the expiration of 1 year from the first \ 
which the security was bona fide offered to the public, which, in most 
cases, means approximately 1 year after the effective date of the regis 
tration statement. Section 402 of the bill changes this requi 
as to the securities of these investment companies by providing th 
dealer must use the prospectus as long as the issuer is offering a 
securities of the same class as the security which is the subject matte, 
of the dealer’s transaction. 

The continuous offering practices of these investment companies 
justifies a requirement that all dealers be compelled to use the stat 
prospectus so long as shares of the same class are being offered.) 
committee has been informed that it is the practice of iny 
companies and their underwriters to make copies of the requi 
spectuses readily available to all dealers who request them. ‘T'o 
for unforeseen problems, section 402 of the bill authorizes the Co 
mission to adopt appropriate rules with due regard to the pul 
terest and the protection of investors. 


Llor 


Section 403. Amendment of Securities Act registration statement 

Section 403 adds a new subsection (e) to section 24 of the act whic 
will afford to those investment companies engaged in continuous offer- 
ings (i. e., unit investment trusts, face-amount certificate companies 
and open-end management companies) the alternatives of registeri: 
additional securities under the Securities Act of 1933 either by g 
a new registration statement or, by virtue of this new section 24 ( 
by filing an appropriate amendment, at intervals of approximately | 
year, to the latest effective registration statement under the Securities 
Act of 1933 for securities of the same class. 

The expression ‘‘certified bank check’ appearing in paragraph (2 
of the proposed section 24 (ec) of the act is the precise term employed 
in section 6 (c) of the Securities Act of 1933. In the administration of 
the Securities Act, certified checks and cashier’s checks are accepted 
as meeting the requirements of section 6 (c). 

Paragraph (3) of this new section 24 (e), by appropriate referenc 
to section 10 of the Securities Act, will require that current informa- 
tion be made a part of the registration statement at approximately 
yearly intervals. It is not the intent of this paragraph, however, that 
every change made in a prospectus will involve the filing of such 
changed prospectus as part of the registration statement. It is in- 
tended that only those revised prospectuses which reflect a periodic 
general revision, to bring up to date the latest prospectus contained in 
the registration statement, or other important change must be filed as 
a part of the registration statement. Rulemaking power, therefore, 
has been included in this paragraph to provide appropriate adminis- 
trative flexibility in meeting this problem which is not covered by 
rule 424 under the Securities Act in its present form. 
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raph (3) also contains references to sections 11 and 13 of the 
Act so that there will be no departure from either the dis- 
andards or the liabilities imposed upon sellers. Thus, under 
section 24 (e) of the Investment Company Act, the registra- 
tement sailer the Securities Act of 1933 of an issuer referred 
his subsection must meet the standards of section 11 of the 
Act not only on the original effective date but also on the 
date of each posteffective amendment to such registration 
ent, and the periods of limitation on actions provided bv sec- 
of the Securities Act start anew Hho re ( “t to securities sold 
er each time such registration statement is effectively amended 
to increase the number or amount of securities registered or to 
the above-mentioned revisions of the prospectus a part of the 
ion statement. 


CHANGES IN EXISTING LAW 


ympliance with clause 3 of rule XIII of the Rules of the House 
esentatives, changes in existing law made by the bill, as passed 
Senate, are shown as follows (existing law proposed to be 
d is enclosed in black brackets, new matter is printed in italics, 
-law in which no change is proposed is shown in roman 


SECURITIES ACT OF 1933, AS AMENDED 


* a * * * 


2. When used in this title, unless the context otherwise requires 
* * * + * « 


term “‘sale” [,] or “‘sell” [[, “‘offer to sell’, or “‘offer for sale’’} shal! 
ery contract of sale or disposition of [, attempt or offer to dispose of, 
tion of an offer to buy, J a security or inte rest in a security, for value 


‘offer to sell’’, “offer for sale’, or “offer” shall include 


pose of, or solicitation of an offer to buy ¥, a secu 


value. [[; except that such] The terms def 


m “‘offe r to huy’’ as used in subsection (c) of section } l ( 
ary negotiations or agreements between an issuer Pig person di- 


, ; 7 7 ; 
ndirectly controlling or controlled by an issuer, or under direct or indirect 


control with an issuer) and any underwriter or among underwriters who 
eto be m privity of contract with an issuer (or any person dire 


; 


on lling or controlled by an issuer, or under direct o 
a an issuer). Any securitv given or delivered with, 
nt of, any purchase of securities or any other thing, shall be conclusively 
ed to constitute a part of the subject of such pure hase and to have been 
ind sold for value. The issue or transfer of a right or privilege, when 
issued or transferred with a security, giving the holder of such security 
t to convert such security into another security of the same issuer or of 
er person, or giving a right to subscribe to another security of the same 
of another person, which right cannot be exercised unti e future 
shall not be deemed to be [a] an offer or sale of such other security; but 
ie or transfer of such other security upon the exercise of such right of 


sion or subscription shall be deemed a sale of such other security. 
* * . * 


The term “registration statement’? means the for in 
6, and ineludes any amendment thereto and : ‘port, document, or 
randum [accompanying] filed as part of such statement or incorporated 
by reference. 
* * ‘ « . 
The term “prospectus’’ means any prospectus, notice, circular, advertise- 
letter, or communication, written or by radio television, which offers 
curity for sale or confirms the sale of any security; except that (a) a 
ication sent or given after the effective date of gistration statement 
than a prospectus permitted under subsection (b) of section 10) shall not be 
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o 
! la spec sul | ro { that prior to or at the same t 
ommu tie 1 writte rospectus eeting the requirements of 
f eect ic 10 ( pynmunication Was sent or given tot 
I t inke vas made [ by the person making such cor 
! 7 ], and (b) a tice, circular, advertisement, letter, o1 
at ” ect of as t ill 1t be deemed to be a prospectus if 
fror , a ritt I eetus eeting the requirements of sectic | 
obta 1 and. i iditior loes no more than identify the ecurit 
rice thereof, [and] state by w m order | be executed 
nformat , Clam? or ( ) or lee? i ece 
nit ] nt hej ono , lors, and s é 
? f ? may per? 
The ! rw nea wiv perso ho has pur 
e! 4 sells r an issuer lt ! YI 
bution of a I r par ut r has a direct o lire ! 
lerta rr participat r ha b participatio 
: tir ertatk Dut such term sha 
i ( ed t« ( on trom al lel 
ind customary distributors’ or seller 
\ para ph the ter uel ull inelude, i lition t 
i] Ol contro! trolled by t 
rs¢ ! rect OF rect common control with the issuer 
~ 4 ] eept 1 ereinalter ¢ TY lv provided the pro 
( ill tt apply to f th llowi lasses of securities 
11) A ecul 1 part of an issue oj l and sold 
ons resident within a si State or Territory, where the iss 
securit a person resident and doing business within, or, if a 
incorporated by and doing business within, such State or Territ« 

} Che Commission may from time to time by its rules and re 
subject to such terms and conditions as may be prescribed therein, ad 
f securiti » the securities exemy ted as provided in this sectior 

that the enforcement of this title with respect to such securities is not 


n the publie interest and for the protection of investors by reason of 
involved or the limited character of the public offering; but 1 
‘Ss hall be exempte d under this subsection where tl} 


S e aY 
1 to the publ 300,000] $500,0/ 


coreg 
{ a 








*h such issue is offer ic exceeds 
Si 1. The provisions of section 5 shall not apply to any of thi 
transactior 
1) Transacti by any person other than an issuer, underwriter 


issuer not involving any public offering; or trans 





transactions f 
dit an underwriter no longer acting as an underwriter 











dealer (ineluding an 
of the security involved in such transaction), except transactions [ 
ear] taking place prior to the expiration of forty days after the first 
which the security was bona fide offered to the public by the issuer 
through an underwriter and transactions in a security as to which a 
slatement has been f ed taking place prior to the ez prration of forty 

Fer date of } eq ration statement o7 prior to the expiration 

L fhe first late ipon which the securily was bona file offered to th ! 
ssuer oO hy oO hro igh ar le? t 8 h effect ve date whiche 


‘xcluding in the compu wrty days any time d 


oriler after 1 
ation of such [year] f« 
os 


a stop order issued under section 8 is in effect as to the security 


sactions as to securities constituting the whole or a part of an unsold 
b } distribut 


subs 


securities by the issuer or by or through an underwriter. 


‘ription by such dealer as a participant in the 








* * * * " " 

Sec. 5. (a) Unless a registration statement is in effect as to a 
shall be unlawful for any perso1 or indirectly 

1) to make use of any means or instruments of tra sportat 





munication in interstate commerce or of the mails to sell [or off 
uch security through the use or medium of any prospectu 

2) to carry or cause to be carried through the mails or it 
commerce, by any means or instruments of transportation, any 
for the purpose of sale or for delivery after sale 
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unlawful for ar 
use of any 

tion in interstate com 
1 relating to ar 


tot 


( sta ( 


ement has 


the requirements of sec 


to carry or [to] cause to be carrie 
erce anv such curity for the purpose 
inless accompanied or preceded bv a prospect 


of subsection 


8) to (32), inelusiv edul 
2 [when] a prospectus relat ) CcUrITY ISS! 
nt or political subdivision thereof shall contain t 
information contained in » registration state! 
lude the documents referred in paragraphs 
edule B [£.J; 
[(b 8) notwithstanding the provisions of paragraphs (1) and (2 
subsection (a) [—(1)] when a prospectus is used more than [thirtee 
e months after the effective date of the registratior tatement, the in 
rmation [in the statements] contained therein shall be as of a date not 
re than [twelve] sixteen months prior to such use, so far as such informa- 
s known to the user of such prospectus or can be f 
er without unreasonable effort or expense [ J 
[(2) ] (4) there may be omitted from any prospectu 
ts] information required under [such] this subsec 
mission May by rules or regulations designate as n 
ropriate in the public interest or for the protect 


ne 


j 
| 
Lele 


addition to the prospect 

” by 
or for tire 

of subsection 


an the prospectus specifier 
subsection shall. except to ti 


Cessaru o7 appt Dp CLi¢ 
provides, be filed as part of 
such registration : men 
wny time isue an 
inder this subsection _ af it has reason 
been filed (af required to be filed as part 
anu untrue statement of a material fact 
! to be stated therein or necessary to make 
cumstances under which such vp ospectus 
issuance of an order under this subsection. 


ssuance of such order and opportu for hearing personal ser 


j 


of confirmed telegraphi notice The Commission / acate o7 


at any time for qood cause o rospect 
lance with such order 
J Any prospectus 
rav by rules or y 
ic interest or for the 
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sub terms and conditions as it shall specify therein, to pr 
eac! form and contents which it may find appropriate [to suc ] 
consi h the public interest and the protection of investors. 

[ic J] (e) The tatements 1r information required to be included in a 
by or under authority of subsections [(a or (b) J (a), (6), (c), or (d), whe 
shall be placed in a conspicuous part of the prospectus and, except a 


permitted by rules or regulations, in type as large as that used generally 
of the prospectus. 


[(d)] (/) Inany case where a prospectus consists of a radio or television broadcast 
copies thereof shall be filed with the Commission under such rules and r 
as it shall prescribe. The Commission may by rules and regulations 1 
filing with it of forms and prospectuses used in connection with the of 
of securities registered under this title. 
* * * 


Sec. 12. Any person who 





I or sells a security in violation of section 5, or 

2) of or sells a security (whether or not exempted by the provi 3 of 
section 3, other than paragraph (2) of subsection (a) thereof), by t! e of 
any means or instruments of transportation or communication in terstate 
commerce or of the mails, by means of a prospectus or oral commur 
which includes an untrue statement of a material fact or omits to state g 


material fact necessary in order to make the statements in the light of 
circumstances under which they were made, not misleading (the purchaser 
not knowing of such untruth or omission), and who shall not su 
burden of proof that he did not know, and in the exercise of reasonable car 
could not have known, of such untruth or omission 
shall be liable to the person purchasing such security from him, who, 
either at law or in equity in any court of competent jurisdiction, to r . 
the consideration paid for such security with interest thereon, less th« 
of any income received thereon, upon the tender of such security, or for da 
if he no longer owns the security. 
* * * * * . . 
Sec. 17. (a) It shall be unlawful for any person in the offer or sale of a: 
ties by the use of any means or instruments of transportation or communi¢ 
interstate commerce or by the use of the mails, directly or indirectly 
(1) to employ any device, scheme, or artifice to defraud, or 
(2) to obtain money or property by means of any untrue state! 
material fact or any omission to state a material fact necessary i 
make the statements made, in the light of the circumstances und 
they were made, not misleading, or 
3) to engage in any transaction, practice, or course of busi 
operates or would operate as a fraud or deceit upon the purchaser 
* * * * * * 
Src. 22. (a) The district courts of the United States, the United Stat 
of any Territory, and the Supreme Court of the District of Columbia 
jurisdictions of offenses and violations under this title and under the 
regulations promulgated by the Commission in respect thereto, and, con 
with State and Territorial courts, of all suits in equity and actions at law 
to enforce any liability or duty created by this title. Amy such suit or ac 
be brought in the district wherein the defendant is found or is an inha 
transacts business, or in the district where the offer or sale took plac 
defendant participated therein, and process in such cases may be served ul 
other district of which the defendant is an inhabitant or wherever the de! i 
may be found. Judgments and decrees so rendered shall be subject to r iS 
provided in sections 128 and 240 of the Judicial Code, as amended (U. 5. ‘ 
28, sees. 225 and 347). No case arising under this title and brought in an) 
court of competent jurisdiction shall be removed to any court of the United Stat 
No costs shall be assessed for or against the Commission in any proceeding unde 
this title brought by or against it in the Supreme Court or such other courts 
* 7 * * * * * 
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SECURITIES EXCHANGE ACT OF 1934, AS AMENDED 
x * * 
* * * + * . 

hall be unlawful for a member of a national securities exchange who 

dealer and a broker, or for any person who both as a broker and a 
ransacts a business in securities through the medium of a member or 

to effect through the use of any facility of a national securities ex- 

of the mails or of any means or instrumentality of interstate com- 

otherwise in the case of a member, (1) any transaction in connection 
*h, directly or indirectly, he extends or maintains or arranges for the 
or maintenance of credit to or for a customer on any security (other 
exempted security) which was a part of a new issue in the distribution 
he participated as a member of a selling syndicate or group within 
ths] thirty days prior to such transaction: Provided, That credit shall 
leemed extended by reason of a bona fide delayed delivery of any such 
against full payment of the entire purchase price thereof upon such 
within thirty-five days after such purchase, or (2) any transaction with 
to any security (other than an exempted security) unless, if the trans- 
with a customer, he discloses to such customer in writing at or before 
pletion of the transaction whether he is acting as a dealer for his own 
as a broker for such customer, or as a broker for some other person. 

* * * 7 * 


* * * . * 


If the exchange authorities certify to the Commission that the security 


een approved by the exchange for listing and registration, the registration 
ome effective thirty days after the receipt of such certification by the 
sion or within such shorter period of time as the Commission may deter- 

\ security registered with a national securities exchange may be with- 
or stricken from listing and registration in accordance with the rules of 


hange and, upon such terms as the Commission may deem necessary to 
e for the protection of investors, upon application by the issuer or the 


e to the Commission; whereupon the issuer shall be relieved from further 


ce with the provisions of this section and section 13 of this title and 
or regulations under such sections as to the sectirities so withdrawn 

en. An unissued security may be registered only in accordance with 
es and regulations as the Commission may prescribe as necessary 
riate in the public interest or for the protection of investors 

1 regulations shall limit the registration of an unissued security 

ich security is a right or the subject of a right to subscribe or otherwise 
such security granted to holders of a previously registered security and 
he primary purpose of such registration is to distribute such unissued 
to such holders. J 

* * 


TRUST INDENTURE ACT OF 1939 


* 7 a * 


03. When used in this title, unless 
term defined in section 2 of the Securitic 
{J and not otherwise defined in this sect 
1 to such term in such section 2. 
e [it rm] terms “‘sale’’, [or] ‘Sell’, “offe - to seli’’, “‘offe Pe 
hall include all transactions included in such terms as provided in para- 
of section 2 of the Securities Act of 1933, [as heretofore amended, ] 
hat [a] an offer or sale of a certificate of interest or participation shall be 
! [a] on offer or sale of the security or se urities in wl ic! u¢ h . rtifics 
an interest or participation if and only if 
he right to convert the same into such security ivi 
The term ‘prospectus’ shall have the meaning assigned to such term in 
ph (10) of section 2 of the Securities Act of 1933, [as heretofore amended, J 
hat in the ease of securities which are not registered under the Securities 
1933, such term shall not include any communication (A) if it is proved 
rior to or at the same time with such communication a written statemen: 
g the requirements of subsection (c) of] if any required by section [305] 


+} 


the conte 
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306 was sent or given to the persons to whom the communication was 
MAaAKINg such comm nication or his principal, ] or B il 
tates from whom such statement may be obtained 

















ment eg d by rules or requlations unde paragraphs (1) o ?) of 
} tion 806) and, in addition, does no more than identify the secur 
the price thereot [and] state by whom orders will be executed ana co 
atl formation as th Cammission. by tiles or requlations deemed + 
appro} 7 ) he public interest or for the protection of investors. and 
ch fern and cond ons as may be prese rihed there in, ma permit 
4, The term ‘underwriter’? means any person who has purchased fron 
1: er with a view to, or off or sells for an issuer In connection wit 
) iny security, or participates or has a direct or indirect part 
al ( dertaking, or participates or has a participation in the d 
lir nderwri.ing of any such undertaki but such term shall not 
Der whose inter¢ s lin 1 to a commission from an underwrit 
not in excess of the usual and customary distributors’ or sellers’ comn 
« * * * + 7 . 
SE 04. * 
‘ ' ' ' * + 


hy The provisiol of sections 305 and 306 shall not apply | to a 
actions exempted from the provisions of section 5 of the S¢ 


f 1933 b eC ) t thereof [as heretofore amendedJ or (2) to a 





would be so exempted but for the last sentence of paragraph (1 


2 Tt Act 
" * ‘ * m r 
Sec. 305. * * * 
+ ‘ * k 
c) A prospectus relating to any such security shall include to 
Co } sion may pres he 0 iles and regulations as mecessary an 
in the publi nlerest or for the protection of investor s, as though sucl 


ere required bv section 10 of the Securities Act of 1933, a writte1 
containing the analysis[, ] set forth in the registration statement, of ar 


provisio with respect to the matters specified in paragraph (2) of 
a) of this section, together with a supplementary analysis, prepar 
Commission, of such provisions and of the effect thereof, if, in the 
the Commission, the inclusion of such supplementary analysis is nec 
appropriats il eC publie interest or for the protection of investor 
Commission so declares by order after notice and, if demanded by 


rtunity for tring thereon. Such order shall be entered prior to tl 





date of registration, except that if opportunity for hearing thereon is 
he issuer such order shall be entered within a reasonable time 
yportunity for hearit 


a * 


‘ase of anv security which is not re 


S iritue Act of 1933 an 


ristered 
vhich this subsection is applicable not 
of section 304, unless such security has been « 





inder an indenture and an application for qualification is effective a 


lenture, it shall be unlawful for any person, directly or indirectly 
to make use of any means or instruments of transportat 
inication in interstate commerce or of the mails to sell 
through the use or medium of any prospectus or otherwise; or 
) ; 


cause to be carried through the mails or 


comm Means OT instruments of transportation, al 
yr the sale or for delivery after sale 





(b) In the ease of any security which is not registered under the 3 
Act of 1933, but which has been or is to be issued under an indenture a 
an application for qualification is effective, it shall be unlawful for ar 
directly or indirectly 





f any mea or instruments of transportatio 
munication in interstate commerce or of the mails to carry or tra 
prospectus rel: ¢ to any such secyrity, unless such prospe 


hal , 
ez ut the Commission may prescribe by rules and requlatio 








y walt j ; > . J . . . 
an opria i the »ubl1e anterest or for the protection of 


cludes or is accompanied by a written statement that [meets t 


ment of] contains the information specified in subsection (ec) of set 


hy 
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be carried through 


to carry or to cause to 


rerce any such ‘I { le purpose 


INVESTMENT COMPANY ACT OF 1940 


equilations 

A registration sta 

ied h Ja ace-amonru 
n-end management con Pp 


¢ date so as to inerease the 


Al the tume af filing such amendment there 
ilated in the manner spec hed in se 


therein propose t to be 
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(2) The filing of such an ame ndment toa registration statement under t} 
Act of 19833 shall not be deemed to have taken place unless it is accon 
lnited S postal mor ( ler or a certified bank check or cash for #/ 
t} j re 1 under paragraph (1) of this subsection. , 


For the p DO s of section 11 of th Securities A t of 19383. asa 





efi fra date of the latest amendment filed pursuant to this subsection «¢ 
shall ] ed t} a th egistration statement with respect t 
1 afler such ame nd) ent shall have become effective. For the purposes of 
of the Securit ict of 19383, as amended, no such security shall be dee 
heer ona fide of 1 to the public prior to the effec tive date of the latest 
fil mursuant ft g 8 bsection. Fer: ept to the extent the Commission 


provides by rules or reg ilations as appropriate in the public wnterest or fo 
yn of tnvestors, no prospect rel iting to a security issued by a face-amo 
company or a redeemable security issued by an open-end management 
unit investment trust whre h varies for the purposes of subsection a ) 
of the Se rities Act of 1933 from the latest prospectus filed as a part of the 
statement shall be deemed to meet the requirements of said section 10 


part of an amendment to the registration statement under said Act and such an 


has become effective. 
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HEALTH GRANT-IN-AID AMENDMENTS OF 


1954 Committed to the Committee of the Whole House on 
of the Union and ordered to be print d 


Wo LverTON, from the Committee on Interstate and Foreign 
Commerce, submitted the following 


REPORT 
[To accompany H. R. 


Committee on Interstate and Foreign Commerce, to whom 
referred the bill (H. R. 7397) to amend the Public Health Service 
to promote and assist in the extension and improvement of public 

health services, to provide for a more effective use of available Federal 
funds, and for other purposes, having considered the same, report 
favorably thereon with an amendment and recommend that the bill 
as amended do pass. 

The amendment is as follows: 

Strike out all after the enacting clause and insert the following: 


That this Act may be cited as the ‘‘Public Health Grant-in-Aid Amendments of 
Sec. 2. Section 314 of the Public Health Service Act is hereby amended to 
follows: 
“GRANTS AND SERVICES TO STATES 


314. (a) There are hereby authorized to be appropriated for each fiscal] 
ginning with the fiscal year ending June 30, 1956, such sums for grants 
rry out the purposes of this section as the Congress may determine. The 

; 30 appropriated for any fiscal year shall be available for 

‘(1) grants to States to assist them in meeting the costs of their public 
health services; 
2) grants to States to assist them in initiating projects for the extension 
and improvement of their public health services; and 
‘(3) special project grants pursuant to subsection (d). 
The portion of such sums which shall be available for each of such three types of 
grants shall be specified in the Act appropriating such sums. 

b) (1) From the sums available for any fiscal year for grants to States to 
them in meeting the costs of their public health services, each State shall 
itled to an allotment of an amount which bears the same ratio to such sums 

as the product of (A) the population of the State and (B) the square of its allot- 
ment percentage (as determined under subsection (i)) bears to the sum of the 
corresponding products for all the States. The allotment to any State under the 
preceding sentence for any fiscal year which is less than $55,000 (or such other 


H. Rept. 1543, 88-2——-1 
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id the id nist vhich a oO import e to the ) 

( T ‘ 1 I } 1 } ini oe aphical are ( 
he } ) on ) t eve | tot 5 of ii pul lic health 1 
ch tne ‘ t has a special responsi! ility, and (B 
to the ext { itho ed and the manner provided by section 301 t 
laboratories aad other public or private a 
‘ y | I al Or I vestigations experiment 
t , : ’ projects he field of public health as a 
é Na il A oY Health Co eil 
Payments under ihsection may be made in advance or 
re ursement for services performed end purchases made. as mav be 
} . 
» tne Crene 1 sna. re! le on such conditions as the 
Gene necessar to carry out t>e purposes of this subsectior 
3) For the | es of this subse*tion Guam shall be deemed to be a 





authorized to be appropriated for the fis 


ending June 30, 1956, and for each of the three sueceeding fiscal vears, it 


to the s 1uthorized to be appropriated pursuant to subsection (a), s 
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ress may determine for grants to States to assist them in meeting the 
aintaining, and of extending and improving, their public health services 
of mental health. 
9) From the sums appropriated pursuant to paragraph (1) the Surgeon 
accordance with regulations, shall from time to time make allotments 
eral States on the basis of (A) the populatior b) the extent of tl 
iulth problem, and (C) the financial need of the respective States 
m each State’s allotment under this subsection for fiscal vear, the 
g General shall pay to such State an amount equal to its Federal share (as 
1 under subsection (k)) of the cost of public health services in the 
ntal health under the | Sta uppre inder subsection 
ling the cost of training of | for Sta 1 local mental heal 
including the ec f ad oO ) f e State plan as 
work in the field of mer 
thing In this subsection s ay affec he availability of grants 
States under subsection (b) or for work in e field of mental heal 
No payment y be made from an allotment under this subsection with 
) any cost with respect to which pa ( is made under subsection 
The S rgeon General s l] ipprove al state 1A W ( is ID itted Dv 
hea authority and which me¢ ch requiret s as the Sur yn 
LV prescribe Dy regulator li he case Of al State I whit the 
: tal health authority is not the State health authority, a separate State 
ve submitted by such mental health authority relating to work in the 
tal health; and the Surgeon General shall approve any such plan 
ts such requirements as he may } scribe Dy reguiatio! No State 
d by a State heal authority shall be approved unless it provides 
ation of a State advisory council v ech shali ine 1€@ representatl Ss 
ent organizatior oT ps i 1 of State agen¢ BS, ¢ cerned W [ 
ilth activities cl re i : | ele i 
ilified pe the va us types Of pubic 
é i eaitnh a ho 
t the State 
All regulations resp grants to State 
s section | ill be made after 
Y t} r j the case f 
s or ame a Ted Su grants for 
field of ea i rities Insofar 
i able, tl agreement, prior to the 
[f any s { state ealth authorities 
case of regulations or amendments whi relat ) Or in any \ 
rants for work in the field of mental healt! he State mental health 
Whenever the Surgeon General, after rea ( and Oppor- 
} iri g to the State health author \ r. ¥ ( appropriate 
uth authority) finds that 
\) the State plan submitted by such authority and approved under tl 
m has been so changed that it no longer compl a requi 
ed by regulation as a condition of approval of 1 pla oO 
3) in the administration of the plan there a failure to comply sub- 
i’ tially with such a requirement, 
Surgeon General shall notify the State health author t 
tal health authority) that no further payment ill be ’ 
sectior b), (e), or (e) of this sectio Or his sere 
will rot be made to the State for projects under or | ut 
fected by such failure) until he is satisfied that there will no longer be 
Until he is so satisfied the Surgeon General shall make no further pa 
» such State under subsection (b), (e), or (e) (or all limit paymer ts to 


inder or parts of the State plar in which there is » o such failure 
<) if any State is dissatisfied with the Surgeon General's action under this 
ction, such State may appeal to the United States Court of Appeals for the 
in which such State is located. The summons and notice of appeal may 
1 at any place in the United States. The Surgeon General shall forthwith 
and file in the court the trar script of the procee dings and the record on 
he based his action. The findings of fact by the Surgeon General, unless 
tantially contrary to the weight of the evidence, shall be conclusive; but the 
for good cause shown, may remand the ease to the Surgeon General to ta 


r evidence, and the Surgeon General may thereupon make new or modified 
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findings of fact and may modify his previous action, ¢ nd shall certify 

the transcript and record of the further proceedings. Such new or 
findings of fact shall likewise be conclusive unless substantially contra 
weight of the evidence. The court shall have jurisdiction to affirm th 














the Surgeon General or to set it aside, in whole or in part. The judg » 
court shall be subject to review by the Supreme Court of the United States 
certiorari or certification as provided in Title 28, United States Code, sect 19 

“(j) (1) The allotment percentage for any State shall be 100 per ce 
that percentage which bears the same ratio to 50 per centum as the 
income of such State bears to the per capita income of the continent 
States (excluding Alaska), except that (A) the allotment percentage " 
case be more than 75 per centum or less than 334% per centum, and (B 
ment percentage for Hawaii shall be 50 per centum, and the allotment p * 
for Alaska, Puerto Rico, and the Virgin Islands shall be 75 per centum 

“(92) The allotment percentages shall be promulgated by the Surgeo: 
between July 1 and August 31 of each even-numbered vear, on the b 
average of the per capita incomes of the States and of the continent 
States for the three most recent consecutive years for which satisfactor 
available from the Department of Commerce. Such promulgation sh: 
clusive for each of the two fiscal years in the period beginning July 1 next : 
ing such promulgation: Provided, That the allotment percentages pr 
by the Surgeon General pursuant to section 4 of the Public Health Gra : 
Amendments of 1954, shall be conclusive for the two fiscal vears endir 
1957 

(j) The population of the several States shall be determined on t} 
the latest figures furnished by the Department of Commerce. 

k) The ‘Federal share’ for any State shall be equal to the State’ 

percentage, except that the Federal share for States with allotment peri 
more than 6624 per centum shall be 66%, per centum, and the Federal 
Alaska shall be 50 per centum 

“(1) The method of computing and paying an.ounts pursuant to 
(b), (c), or (e) shall be as follows: 

(1) The Surgeon General shall, prior to the beginning of each calend 
or other period prescribed by him, estimate the amount to be paid to « Stat 
under the provisions of such subsection for such period, such estimat Q 
on such records of the State and information furnished by it, and s ther 
investigation, as the Surgeon General may find necessary. 

‘(2) The Surgeon General shall pay to the State, from the allotment 
therefor, the amount so estimated by him for any period, reduced or increased 
as the case may be, by any sum (not previously adjusted under this para 
by which he finds that his estimate of the amount to be paid the Stat 
prior period under such subsection was greater or less than the amo 
should have been paid to the State for such prior period under such sub 
Such payments sha!l be made prior to audit or settlement by the General A: 
ing Office and shall be made through the disbursing facilities of the Treas Q 
Department, and shall be made in such installments as the Surgeon Genera - 
may determine. f 


3) The Surgeon General, at the request of the State health authority 
the case of mental health, of the State mental health authority) is authorized 
reduce a payment to a State by the amount of the pay, allowances, travel still 
expenses and other costs related to the detail of an officer or employe: 
Public Health Service to the State, to one of its political subdivisions, 
public or other nonprofit organization or agency in the State, when such detail is 
made for the convenience of and at the request of the State. The amo 
which such payments are reduced for such purposes shall be available for t! 
payment of such costs by the Surgeon General. 

m) To assist further in the extension and improvement of public 
services, the Surgeon General is authorized to train personnel for State and loca 
health work, to detail personnel to Guam and American Samoa, and to extend 
training, investigation, demonstration, and consultative services to Gua 
can Samoa, and the Trust Territory of the Pacific Islands. 

n) In aceordance with regulations, any State may file with the Surgeo! me 
General a request that a specified portion of an allotment to it under sub Te 
(b) or (ce) be added to the corresponding allotment of another State for the purpost 7 
of meeting a portion of the cost of a particular and clearly defined public healt H 
service to be rendered by such other State, or a particular project for ext n 
and improvement of public health services initiated by such other Stat: The mn 
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ary neral shall grant the request of a State if he finds that to do so will 
yurposes of this section.” 
Q In order to afford the States which, immediately prior to July 1, 1955, 


g on public health programs under Siate plans approved under section 
Public Health Service Act (including plans for cancer control), reason- 


nity to adjust the financing of their programs to the new allotmer 





of such section, as amended by this Act, such provisions as a 

es are hereby modified as follows: If the tctal of the allotments of any 

Q omputed under subsections (b) and (c) of section 314 of the Public 
ce Act as amended by this Act) for the fiscal vear ending June 30, 

be less than 90 per centum (or, in case the aggregate appropriations 

Ag for allotment under such subsections for such vear are reduced below 
ate appropriations which were available for allotments to the States 

ts with respect to the cost of services (other than so much thereof as 

ible solely for allotments for work in the field of mental health) under 

State plans during the preceding year, less than 90 per centum minus the 






by which such appropriations are reduced) of the amount allotted to 
State for payments with respect to the cost of services under its approved 


4 
ins during the fiscal vear ending June 30, 1955 (other than so much 
vas allotted to such State for work in the field of mental health), such 
X tment under subsection (b) shall be insreased to the extent such total is 


90 per centum (or 90 per centum minus amount). The Surgeon General 
ordance with regulations (1) provide for reductions in the allotments of 
ing States under such subsections to the extent required to effect the in- 

rovided in the preceding sentence, such reductions to be based on 

hich the allotments of such remaining States are greater than 90 per 

or 90 per centum minus any percentage reduction in appropriations) of 
tments for the preceding year, and (2) provide for equivalent adjustments 
tments of States under such subsections for the fiscal vear ending June 

1957, and any successive fiscal year in which any State’s combined allotments 
subsections would otherwise be less than 90 per centum (or 90 per 

linus any percentage reduction in appropriations) of its allotments for the 

r year. 

s t. This Act shall become effective July 1, 1955; except that as soon as 
after the date of enactment of this Act the Surgeon General shall promul- 
ent percentages in the manner provided in subsection (i) of section 314 
lic Health Service Act, as amended by this Act (and without regard to 
ecified therein for such promulgation), such allotment percentages to 
ive for the purposes of section 314 of such Act for the two fiscal years 

» 30, 1957. 





GENERAL STATEMENT 


On January 18, 1954, the President submitted to the Congress a 
ssage containing certain recommendations for improving the health 
the American people. In that message the President recounted 

ress the Nation had made in the field of health, and the needs 
g still to be met. ‘The President pointed out that 


eral grants-in-aid have hitherto observed no uniform pattern. Response 


: made first to one and then to another broad national need. In each 
rant-in-aid programs, including those dealing with health, child welfare 
ibilitation of the disabled, a wide variety of complicated matching formulas 

een used. Categorical grants have restricted funds to specified purposes so 
14} States often have too much money for some programs and not enough for 
nal This patchwork cf complex formulas and categorical grants should be 
ss $ fied and improved. I propose a simplified formula for all of these basic 
ae grant-in-aid programs which applies a new concept of Federal participation in 


‘tate programs. This formula permits the States to use greater initiative and 
take more responsibility in the administration of the programs. It makes 
ederal assistance more responsive to the needs of the States and their citizens. 


To carry out these objectives in the field of public health, the bill, 
H. R. 7397, was introduced by Mr. Wolverton, the chairman of this 
ommittee, on January 20, 1954. 
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Under existing law six separate grant-in-aid programs to assist | mor 
States in developing and operating public health services are admin. ness 
istered by the Public Health Service. One of these is a grant prograyn EE 


for general public health services. The other programs are each fo 
a separate disease category: venereal disease, tuberculosis, heart (lis- 
eases, and (by virtue of provisions repeated annually in appropriatio, 
acts) mental health and cancer. 

The bill. as amended by the committee, would consolidati 
simplify the public health grant-in-aid system. In lieu of a gene 
public health category and the Separate disease categories (oth 
than mental health, as explained below), the bill would establish ¢} 
following three types of grants: 

1. Support grants to assist the States in maintaining bas 

public health services; 

2. Extension and improvement grants to assist the States 
meeting the cost of adding to and improving their public h 
services; and 

3. Special project grants to assist States, interstate (regio 
agencies, or political subdivisions of States in meeting eme1 
public health problems in specific reographical areas 
health problems common to several States, or publi 
problems for which the Federal Government has a special respon- 
sibility. In addition, appropriations made available for s 
project crants are authorized to be used to make grants to t 
extent authorized and in the manner provided by sectior 
States, local agencies, nonprofit organizations, and ini 











for special public health studies and experiments as are r serv 
mended by the National Advisory Health Council. 
The total amount of Federal appropriations for these three ty 
public health grants for any year—as well as the distribution of v 
appropriations among them—would be determined annually by t] eal 
Congress. os 
For a transition period which would end on June 30, 1959, tl en 
as amended by the committee, authorizes a separate approp ) haa 
of such sums as the Congress may determine for grants to States t heal 
assist them in meeting the costs of maintaining, and of ¢ nding T 
and improving, their public health services in the field of ment prol 
health. sign 
Hearings were held on the bill, H. R. 7397, at which the Secreta mp 
of the Department of Health, Education, and Welfare and ot! T 
witnesses, including representatives of the Association of State al pub 
Territorial Health Officers and the American Medical Associatio nte 
testified or presented information for the record. The committee HB ty 
also received numerous communications from interested groups 0 t 
individuals, especially from persons concerned with mental healt! dle 


requesting an amendment to the bill to retain the categorical 
approach in the field of mental health. From the information so 
supplied the committee, the need for this legislation became apparent § 
Unquestionably, the separate, earmarked appropriations and 
grants therefrom for public health generally and for five separat: 
disease categories have stimulated State and local activities in thes re 
fields and have played an important role in furthering the Nations Th 
public health protection. The time has now come, however, to con- a 
solidate and simplify the public health grant-in-aid system. Testi- re 
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mony presented before the committee points to the following weak- 
nesses of the present system of grants for disease categories. 

i. The present system of separate grants for segments of public 
health operations results in unnecessarily restrictive Federal controls 
and a lessening of State opportunity and responsibility for selecting 
and concentrating on the most effective or urgently needed public 

ith operations. 

2. The present system of separate grants introduces complexities of 
administration, accounting, and auditing for Federal and State 
agencies alike which add to the difficulty and cost of public health 
yperations. 

3. The variations and complexities of the allotments and other 
dministrative provisions of the separate grants tend to obscure the 
fundamental objectives of the grants and make the accomplishment of 
these objectives more difficult. 

In order to overcome the disadvantages of the existing system, the 

ended bill would consolidate these separate grants (with the tem- 
rary exception of mental health grants) into a unified grant system 
n order better to accomplish the major objectives of all of these 
grant-in-aid programs, and thereby enable the States to provide 
etter public health services for all their people. The major objec- 
tives which appear to underlie all of the separate categorical grant-in- 

| programs may be described briefly as follows: 

The first objective is to help make available in all States certain 
public services which are essential to our National well-being. Grants- 
in-aid have proved to be an effective means for supporting such basic 
services, and, under certain formulas, for offsetting in part the varia- 
tions in State and local financial resources. 

The second objective is to encourage and assist the States and 
ocalities to extend and improve public health services. Public 
health programs cannot remain static and continue to provide the 
most effective protection to the people they serve. The States and 
ocalities must be given aid to enable them to keep abreast of their 
hanging needs and to translate research findings into community 
health programs as rapidly and effectively as possible. 

The third objective is to help the States to meet emergency health 
problems and other special health problems of regional or national 
significance and to encourage the development and testing of new and 
mproved public health techniques and procedures. 

The amended bill would gear the Federal grant-in-aid structure for 
public health services to these fundamental objectives by creating an 
ntegrated grant-in-aid system for all public health services. The 3 
types of grants provided in the amended bill—i. e., support grants, 
xtension and improvement grants, and special project grants—coin- 

de with these 3 objectives. 


New Types or GRANTs-IN-AID 
Support grants 


The support grants would represent the Federal contribution towara 
the maintenance of those basic public health services which help to 
prevent illness and to elevate: health standards for all our people. 
The programs under which these services are provided, though State 
and locally administered, provide nationally important services 
through a wide variety of health activities—such as the control of 
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communicable diseases, milk and food sanitation, and the provision 
public health nurse services. These grants would be used for the con. 
tinuation of existing programs, including those now financed in pay 
from the general health grants as well as those now financed on y 
categorical grant basis. In place of four of the categorical grants fo, 
control of particular diseases—i. e., tuberculosis, venereal diseas 
heart disease, and cancer—there would be one unified Federal erant t, 
be used, at the diseretion of the States, for the support of all es 
lished and continuing State and local public health programs, wit) 
such varying emphasis on the different programs as each State deems 
most desirable in the light of its own particular health problems and 
needs. After June 30, 1959, there would no longer be a categorica| 
grant for mental health, but instead programs for mental health work 
would be financed as are other programs. 

Since the basic objective of such a support grant is to assist all of 
the States, with their varying financial resources, to maintain essentia| 
services, the amended bill would provide relatively higher support 
grant allotments for States with more limited resources. The formula 
proposed is substantially the same as that now used for allotting fun 
under the provisions of the Public Health Service Act added by 
Hospital Survey and Construction Act, which takes into consideration 
both population and the average per capita income in the several 
States. 

The provisions of the bill relating to State matching of Federal 
support grants are also patterned after those prescribed in the present 
hospital survey and construction provisions of the Public Health 
Service Act. The State matching funds required would vary inversely 
with the average per capita income of the several States, with th 
highest income State being required to put up two State dollars for 
every Federal grant dollar, while the lowest income States would have 
to provide only one State dollar to match two dollars in Federal grant 
funds. 


lo 
is 


Extension and improvement grants 


17 


In addition to the grant for the support of all continuing publi 
health programs, the amended bill would authorize another con- 
solidated grant to assist States and localities in extending or im- 
proving public health services. The purpose of these grants is to 
stimulate and encourage new programs and activities. They could 
be applied to the costs of new activities, or to the extension of existing 
programs to serve new geographical areas or additional population 
groups. They could also be used to help meet the costs of developing 


and incorporating into established programs some new technique or 
procedure designed to improve the quality of public health protection. 
Allotments to the States for extension and improvement purposes 


would be made on the basis of population only, with no adjustmer nt 
for differences in per capita income. 

The Federal share of any extension or improvement project or 
activity in any State would be 75 percent during the first 2 years of 
the project, 50 percent during the second 2 years, and 25 perc: 
during the final 2 years. No individual project or activity wal 
receive Federal aid from this grant source for more than 6 years. 
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This matching schedule would provide the greatest Federal assistance 
during the initial stages of any particular program extension or im- 
prove ment program and help to assure a steady flow of Federal funds 

new projects without, of necessity, requiring increased total 
ypropriations, 


inte 
a] 
al project grants 

‘The third type of grant which would be authorized by the provisions 

f ihe amended bill is designed to cover spec ial situations and needs. 

he language of the bill indicates, these special project grants are 
des ened to cover several classes of situations: 

First, they could be used to assist in combatting unusually severe 
public health problems in specific geographical areas. 

A second use would be the carrying out of special projects which 

aimed at the solution of public health prob lews common to a 
nunber of States. 

The third use of special project grants would be in meeting problems 
for which the Federal Government has a special responsibility. 

Finally, such grants could be used to conduct such special public 
health studies and experiments as the National Advisory Health 
Council may recommend. 

Because the nature of these special project grants does not permit 
any predetermined State-by-State distribution of grant funds, there 
is no allotment formula preseribed in the bill. Instead, applications 
for such project grants would be submitted to the Surgeon General, 
with grant awards being made on the basis of the comparative impor- 
tance and immediacy of the various projects. Similarly, there is no 
fixed requirement as to the matching funds which must be provided by 
project sponsors; rather, the amount of the grant and the propor- 
tion of the Federal contribution to the project cost are left to adminis- 
trative determination on the basis of the particular circumstances 
relating to each project. 


"7 ntal health grants 


‘he bill, as amended by the committee, authorizes, for a transition 
. which ends June 30, 1959, the appropriation of such sums as 
the Congress may determine for grants to States to assist them in 
meeting the costs of maintaining, and of extending and improving, 
their public health services in the field of mental health. The allo- 
cation of these grants among the several States will be made in accord- 
ance with regulations by the Surgeon General, which take into 
consideration the population, the extent of the mental health proble m, 
and the financial need of the respective States. This provision 
continues in effect the system for dealing with mental health grants 
in effect since the enactment of the National Mental Health Aet 
Public Law 487, 79th Cong.), approved July 3, 1946. 

The amount of matching funds which the States are required to 
furnish will be determined in accordance with the same formula which 
governs support grant programs provided for under the amended bill. 

Th committee feels that the retention of a separate category for 
public health services in the field of mental health for a limited period 
of time is justified in order to assure that mental health programs can 
be established on a firm footing. These programs have been in exist- 
ence in many instances only for such a limited period of time that the 


ma Bae 


3 99 


H. Rept. 15438, 88-22 





10 PUBLIC HEALTH GRANT-IN-AID AMENDMENTS OF 1954 


committee feels justified in singling out these programs as a spe, 
eategory Furthermore, in 21 States these programs are administ: ti 
by State officials other than State public health officers, which js 
additional reason why this treatment is warranted in the ease o/ 
grants for public health services in the field of mental health 


OTHER PROVISIONS OF THE BILL 


The provisions of the amended bill regarding preparation ap 
approval of State plans (involved in the support, extension and j 
provement, and mental health grants) correspond generally to thy 
pattern now established for existing public health grant progra; 
In order to insure that State health authorities carrying out programs 
for which assistance is furnished under the bill have the advantag 
of consultation with representatives of various groups interested 
public health, a provision has been inserted in the bill, as amend 
by the committee, requiring, as a condition for the approval o| 
State plan, the designation of an advisory council in each State 

The amended bill retains the present requirement that all propos: 
Federal regulations relating to grants to States must be discussed wit 
a conference of State health authorities and, to the extent practicabl; 
must receive their approval before issuance. This provision has con- 
tributed materially to the harmonious Federal-State relationships wl 
have existed for many years in the public health field. 

The amended bill contains provisions substantially identical 
those contained in the Hill-Burton Act (the hospital survey and 
struction provisions of the Public Health Service Act) preseribi: 
procedure under which the Surgeon General would withhold all or | 
of the payments to a State when he finds that the State plan has be: 
so changed that it no longer meets the requirements contained i 
regulations or when in the administration of the plan the reg 
are not complied with 

As amended by the committee, the bill provides for judicial 
of action taken by the Surgeon General in withholding pa 
under State plans. This provision for judicial review is very sin 
to the one contained in title VI of the Public Health Servi 
(the Hill-Burton Act). It provides that any State dissatisfied 
action taken by the Surgeon General may appeal to the appropriat 
Court of Appeals and that on such appeal findings of fact | 
Surgeon General, unless substantially contrary to the weight of! 
evidence, shall be conclusive. 

Carried over from the present provisions of the Publie Health Serv 
Act is the authorization for certain direct operations by the P 
Health Service—such as training of personnel for State and_ lox 
health work—which supplement the grant assistance to Stat 
local authorities 

The amended bill contains a transition provision which is des 
to prevent any serious dislocations in the State-by-State distri! 
of Federal funds which might result from the allotment for 
changes. This provision, contained in section 3 of the amende 
provides a procedure for limiting to 10 percent the decrease 
one year of the allotments to a State which may result specifically fro 
the change in allotment formulas. This adjustment applies o 
decreases due to the changeover in formula. It does not cons 
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iaranty against any reduction which results from changes in the 

\ ve | of appropriations. 
Nothing in the bill would affect the right of the States to determine 
he assignment of health functions among various State departments 
agencies. In some States certain health functions or activities are 
iministered in whole or in part by agencies other than the State 


ealth department. For example, the labor departments in some 

® <iates administer certain industrial hygiene activities, as well as laws 

- governing industrial health and safety conditions. Under the pro- 
= - .jsions of the amended bill, as under the present provisions of the 
the Public Health Service Act, public health programs administered by 


hese agencies would be eligible for inclusion under the State health 
ins; State and local expenditures for such activities under approved 


ims ‘ ‘ 1: » “2 . 
State plans could be included as “matching funds’ for purposes of 
BS ie bill; and Federal-grant funds could be allocated by the State to 
di anv State agency administering these activities It is not the intent 
, of this bill to limit the use of Federal health grant funds to the support 
those activities which are administered by State health departments 
se or to require or induce State health departments to assume or duplicate 
vit functions vested by State law or administrative order in State depart- 
é nts of labor or other State departments or agencies. 
on- Section 4 contains the effective date provision of the amended bill. 
nder this provision none of the amendments made by the bill would 
ne effective until July 1, 1955, except that provision is made for 
romulgation of allotment percentages for the 2 fiscal years ending 
ine 30, 1957, as soon as possible after the enactment of the bill. 
) SECTION-BY-SECTION ANALYSIS OF THE COMMITTEE AMENDMENT TO 
04 H. R. 7397 
SHORT TITLE 
Section 1 of the bill provides that it may be cited as the ‘Public 
Health Grant-in-Aid Amendments of 1954.” 
GRANTS AND SERVICES TO STATES 
Section 2 of the bill would amend section 314 of the Publie Health 
service Act (42 U.S. C. 246) by replacing it with a new section 
A ithor ) ~ation of appropriations 
The new subsection (a) of section 314 of the Public Health Service 
vice \ct would authorize the appropriation annually of such sums for 
b grants to carry out the purposes of the section as the Congress may 
| determine, The first fiscal vear to which such authorization would 


apply is the fiscal year ending June 30, 1956. The sums appropriated 
lor each fiscal year pursuant to this authorization would be available 
lor three types of grants: 

|) Support grants under subsection (b) to assist States generally 
i meeting the costs of public health services. 

2) Extension and improvement grants under subsection (¢) te 
assist States in initiating projects for the extension and improvement 





ron of public health services. 
5) Special projects grants for the purposes set forth in subsection 
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The portion of the su 


three appropriations are 
Health Service Act for « 
culosis. and heart disease 
two other appropriations 
particular health proble 
there is the authorizatior 
health grants. Consequé 
214 (c), these grants must 
the grants are made. 


ms appropriated for any fiscal year which 
would be available for each of the three types of grants would } 
specified in the act making the appropriation. 

This differs from the existing law on the same subject. At present 
authorized by section 314 of the Public 


lifferent diseases—venereal diseases, tuber 
s In addition, by appropriation lan 


are earmarked for grants with respect to 


ms—mental health and cancer. Finally 
1 in the present section 314 (c) for get 
ntly, except for the grants under sectior 
be used for the particular diseases for whic] 


Support grants for public health services 


The portion of the 2p] 


‘ropriation for any fiscal year availabl 


the grants to States to ass ist them generally in meeting the costs o 
public health services would be allotted among the States on 


ided in title VI of the Public Health Servic 


same basis as Is now prov 
Act for allotments to Stat 
and other nonprofit hosp 
section 314 of the Public 
State from the sums avail 
ratio to such sums as thi 
(2) the square of the St 


provided in subsection 


products for all of the States. There would, however, be a mini 


amount to which the all 


es for assistance in the construct ion of } 

itals. Under the new subsection (b 
Health Service Act, the allotment to eacl 
1 


f 


able for support grants would bear the sam 


product of (1) the State’s population anc 
ate’s allotment percentage (determined a 
‘)) bears to the sum of the correspondn 


‘tment for any State would be incre: 


that allotment, as eomputed in accordance with the formula, was less 


than that amount. The 


minimum allotment for « ach State wo 


$55,000 or any other amount specified as a minimum allotm 
the appropriation for the year concerned. 
The amount required to increase to the minimum amount the a&l- 


lotments of those States 
with the formula, were lé 
proportionatel) reducing 
States, except that no 5 
process, be reduced below 


whose allotments, computed in accord 
ss than the minimum would be deriv: 
the allotments of each of the remain 


tate’s allotment would, in this adjustment 


the established minimum allotment 


Paragraph (2) of the new subsection (b) provides that from ea 


State’s allotment for any 
Surgeon General shall pay 
(determined under subse¢ 
ices under the approved 
makes it clear that the St 


services under the State plan the cost of training personne! 101 


and local health work a1 


T 
t 
course, these payments eould not exceed the amount of funds 


State’s allotment. 
These provisions differ 


fiscal year, computed as provided above, th 


an amount equal to the State’s Federal share 


‘tion (k)) of the cost of public health 
State plan or plans. This paragra : 
ate may include in the cost of public 


} 
yin 


} 


id the cost of administering the 


from the existing law on the same subj 


The present section 314 specifies that appropriations under it whi 
available for venereal disease, tuberculosis, and general health grants 
he States on the basis of (1) population, (¢ 
th problem, and (3) financial need. Allot 


shall be allotted among t 
extent of the relevant hes 


ments for heart disease grants are to be based, according to the present 
statute, only on populati 


en and financial need. The present lw 


} 


s 
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lent as to the basis for allotting grant funds for mental health and 
ancer work. The regulations have provided the method for allotting 
the funds in accordance with the factors specified in the law—and 
here has been considerable variation in the methods used for the 
licease programs. 
The present statute is similarly without specification on the amount 
ured State and local matching funds. It merely requires, as a 
ondition to the Federal payments, the expenditure of State and local 
such amounts as may be ‘determined in accordance with 





(J ix 107 exte nsion and um prove ment of public health Sé7 COS 
he portion of the appropriation for any fiscal year available for 
ants to States to assist them in initis iting projects for the extension 
nd improvement of their public health services would be allotted 
ong the States on the basis of their relative populations. Under 
eraph (1) of the new subsection (c), each State would be entitled 
an allotment bearing the sarre ratio to the total of the sums avoil- 
for allotment as the population of the State bears to the popula- 


on of all the States. There would, however, be a minimum allot- 
ment to each State of $25,000 or any other amount spec ‘ified as a 
inimum allotment in the appropriation for the vear concerned. As 


‘case of the allotments for grants for public health services under 
subsection (b), the amount required to increase the allotments of any 
States up to the minimum would be derived by proportionately 

cing the allotments of each of the remaining States. 

Paragraph (2) of subsection (c) provides that from each State’s 
allotment for any fiscal year computed as described above, the Sur- 
geon General is to pay a portion of the cost of approved projects for 
the extension and improvement of public health services under the 
state plan or plans. As is true in the case of grants from allotments 
nder subsection (b), the State could include in the cost of any project, 
the cost ot its administration and the training of personnel for Stat 
nd local health work in connection with the project 

Pat ragraph (2) of the new subsection (c) provides that the Surgeon 


General shall approve any projec t for purposes of the subsection only 
ate plan approved under subsection (f) includes the project or is 
nodified to include it, and only if he finds that the project constitutes 
tension or improvement of public health services under the aha 
| contribute materi: ully to such an extension or improvement. 
ll nder the provisions of paragr: aph (3) of subsection (c¢ » Pi 1vments 
m extension and improvement allotments could be made for any 
project only for a period of 6 years, beginning with the commence- 
ent of the first fiseal year for which any such payment-is made for 
project. Assuming the availability of sufficient funds in the 
‘tate’s allotment, the payments under subsection (c) with respect to 
iv project would be 75 percent of the cost of the project during the 
t 2 vears of the 6-vear period, 50 percent of the cost for the next 
2 vears in the period, and 25 percent of the cost for the last 2 years 
the period. However, if a State wished less than the prescribed 
centage of the cost of a project to be borne by the Federal Govern- 
ment, the Federal share would be reduced in accordance with the 
“tate’s request. 
Paragraph (4) of the new subsection (ce) provides that no payment 
may be made from an allotment under the subsection with respect 
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to anv cost with respect to which a payment is made under subse 


tion (b) or (e 


Sp eal project grants 

oS ibsect ion d of the bill deals with so-called special project Crants 
In the D lI as introduced these grants could have been made fo CO 
bating unusually severe public health problems in specific geograph 
areas, for carrying out special projects which hold unique promis: 
making a substantial contribution to the solution of miulti-Staj 
public health problems, and for meeting public health problems 
special national significance or concern. The committee felt that 
language was not as specific as it should be, and tor that reason rew: 
paragraph 1) of subsection (d) to more clearly deiine the type 
projects for which grants may be made under the subsection and { 
require approval by the appropriate State health or mental healt 
authorities in the case of grants to local and interstate agencies 
public health services, and recommendation by the National Adviso 
Health Council in the case of grants for research, investigations 
experiments, and demonstrations in the field of public health 

Thus, clause (A) of paragraph (1) provides for grants for paying 
part of the cost of public health services which are of importance 
the solution of emergency public health problems in specific g 
eraphical areas, public health problems common to several States 
ublic health problems for which the Federal Government has a spe 
esponsibility. If grants are made under clause (A) to political sub 
States or to interstate agencies they must be approve 
by the appropriate State health or mental health authorities. Claus 

B) of paragraph (1) provides that sums made available under su 
section (d) may also be used to make grants to public or privat 
agencies or institutions and to individuals for research, demonstra- 
tions, and the like in the field of public health in like manner as suc! 
grants are presently authorized to be made by the Surgeon General 
under section 301 of the Public Health Service Act; that is, upo 
recommendation of the National Advisory Health Couneil. Claus 

5) does not add any new authority to that already vested in tl 
Surgeon General under section 301 of the act or in any way restrict 
his authority to make grants or use appropriations under that se 
for research in the field of public health. Clause (B) simply makes 
appropriations under the new section 314 (d) available for resear 
and similar grants in this same field. 

Paragraph (2) provides that payments under subsection (d) ma) 
be made either in advance or by way of reimbursement, as ma 
determined by the Surgeon General. Such payments would be mad 
on such conditions as the Surgeon General finds necessary to ca 
out the purposes of the subsection. 

Grants under the new subsection (d) would be available not on 
for special projects in “States,” as defined in the existing Publ 
Health Service Act, but also for projects in Guam 
Mental health grants 

Subsection (e) deals with the subject of mental health grants. T! 
bill, as introduced, did not contain special provisions relating to n 
health grants, but the committee felt that for a period of 4 years 
after the new law takes effect special provisions, comparable to thos 


t 


contained in present law, should be retained for grants to States to 


1 
i 
I 


divisions oO 
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assist them in meeting the costs of their public health services in the 
field of menta! health. Therefore, this subsection authorizes a sepa- 
rate appropriation for that purpose. Following the pattern of existing 
; aad regulations, it provides that the sums so appropriated shall 
allotted among the States on the basis of their population, the 
extent of the mental health problem, and the financial need of the re- 
spective States. Paragraph (3) of subsection (e) provides for the 
itehing by the States of the grants from the Federal Government on 
same basis as 1s provided in the case of support grants under sub- 
section (b). Other paragrs aphs of subsection (e) provide that the in- 
lusion of these provisions relating to mental health shall not affect the 
vailability of grants under subsection (b) or (c) for work in the field of 
ental health, and that where payment is made under this subsection 
vith respect to a cost, no payment will be made under subsection (b 
ce) with respect to that cost 


Stat plans 

The new subsection (f) of section 314 provides that the Surgeen 
General shall approve State plans which meet requirements prescribed 
regulations. Exis'ing law also requires expenditure of grant funds 
avvordanee with State plans approved by the Surgeon General 
does not provide that the requirements which the State plats 
nust meet shall a set forth in regulations The plans would be 
S eri by the State health authority, except that where the State 
tal health authority is not the State health authority, a separa‘e 
State plan re dating to Genk in the field of mental health would be sub- 
ted by the State mental health authority. ‘The committee has also 
luded a provision in this subsection, which was rot in the intro- 
iced bill, providing that no State plan submitted by a State health 
thority shall be approved unless it provides for the appointment o! 
; State advisory council. This advisory council would be comp sed 
representatives of nongovernment organizations or groups, and the 
State agencies concerned with public health activities, including repre- 
sentatives of the public selected from among qualiiied persons familiar 
th the need for the various types of publie health services in urban 
und rural areas. Each State council would consult with the State 

‘lth authority in its State in carrying out the State plan 


Ju lation S 


The new subsection (g) of section 314 is the sane in substance as 
e present subsection (j). It provides that all regulations with 
spect to grants to States under the new subsections (b), (c), or (¢ 
to be made after a conference of State health authorities. In 
ise such regulations relate to mental health, the State mental health 


ithorities are also to be consulted. As under existing law, the 
Surgeon General is directed to obtain the concurrence of the State 
health authorities (and where appropriate the mental health authori- 
s), insofar as practicable, before issuing the regulations 


thholding of grants 


Paragraph (1) of the new subsection (h) of section 314 is sub- 
tantially the same as the present subsection (i This paragraph 
ovides that whenever, after reasonable notice and opportunity for 
aring to the State health (or mental health authority, the Surgeon 
General finds that the approved State plan has been changed so that 
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it no longer complies with a requirement prescribed in the Surg 
General’s regulations, or that there is a failure to comply substantia||; 
with such a requirement in the administration of the plan, gran 
are to be withheld from the State. Such withholding could, as dete 
mined by the Surgeon General, apply to the entire amounts to whic} 
the State would otherwise be entitled under subsections (b), (ec). or (, 
or to the amounts to which the States would be entitled under eit! 
of those subsections, or to a particular project or portion of thi 

plan affected by the State’s failure. The Surgeon General would | 
required to give the State notice of his decision and to continue the 
withholding until he is satisfied that there no longer will be an 
failure to co nply. 

Paragraph (2) of subsection (h) permits any State which is dis. 
satisfied with action of the Surgeon General under this subsection 
appeal to the appropriate United States court of appeals. Thy 
introduced bill did not contain a provision for judicial review: th 
one provided in the committee amendment is the same as that p 
vided for review of action of the Surgeon General under title V| 
the Public Health Service Act (the Hill-Burton Act). 


Allotment perce ntage 

Paragraph (1) of subsection (1) of the new section 314 defines th 
term allotment percentage. This is the percentage used in deter 
ning the amount of funds available to each State for grants for support 
of the public health services. (The formula, described above in co 
nection with the explanation of subsection (b), allots the availab| 
funds on the basis of the relative product obtained by multiplying 
the State’s population by the square of its allotment percentage 
This percentage is defined as 100 percent minus the percentage which 
bears the same ratio to 50-percent as the per capita income of th 
State bears to the per capita income of the continental United States 
(excluding Alaska). However, the maximum allotment percentag 
would be 75 percent and the minimum would be 33% percent 
In addition, the allotment percentage for Hawaii, Alaska, Puerto 
Rico, and the Virgin Islands would not be determined in accordanc 
with the formula. Instead, the allotment percentage for Hawa 
would be 50 percent. In the case of Alaska, Puerto Rico, and the 
Virgin Islands, it would be 75 percent. 

Paragraph (2) of the new subsection (i) relates to determination of 
allot nent percentages. It provides for promulgation of the: p: 
centages by the Surgeon General some time during July and August 
of each even-nuinbered year. The promulgation is to be based o1 
the per capita income data for the three most recent consecuti 
years for which satisfactory data are available fro:n the Departinent 
of Commerce. The percentages so promulgated would be conclusiv: 
for each of the next 2 fiscal years following this promulgation 
The initial pro nulgation would, however, be made as soon as possibli 
after the enactment of the bill and this promulgation would be 
effective for the fiscal vears 1956 and 1957. 


Determination of population 


The new subsection (j) of section 314 provides that the population 
of each of the States shall be determined on the basis of the latest 
figures furnished by the Department of Commerce. As indicated 


above, the relative population of the States is used in determining the 
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lotments for grants for public health services, and for extension 
and improvement thereof, under subsections (b) and (c), respectively, 
} «< considered in making allotments for mental health work. 


Li 
| share 
The new subsection (k) of section 314 defines “Federal share. 
The Federal share is the portion of the cost of public health services 
is to be paid from grants under subsection (b) and subsection 
This is defined as the State’s allotment percentage (determined 
as described above), except that it may in no case exceed 66% percent. 
In addition, the Federal share for Alaska is set at 50 percent instead 
of at 66% percent as it otherwise would be. 


”? 


ynich 


Vethod of computation and payment of grants 

The new subsection (1) of section 314 sets forth the method for 

mputing and paying the grants to the States under subsections 

-(e), and (e). Under paragraph (1) of the subsection, the Surgeon 
Coneral would, prior to the beginning of each calendar quarter or other 
neriod prescribed by him, estimate the amount to be paid to the State 
for that period. The estimate is to be based on records and informa- 

n furnished by the State and such other investigation as may be 
cessary. The amount estimated by the Surgeon General is then 
inder paragraph (2)) to be paid to the State from the allotment 
vailable therefor, but with adjustments to take account of previously 
nadiusted errors in estimates. The payments would be made prior 
audit or settlement by the General Accounting Office and through 
the disbursing facilities of the Treasury Department. The payments 
vould be made in such installments as the Surgeon General might 
letermine. 

Paragraph (3) of the new subsection (I) provides that when an 
officer or employee of the Public Health Service is detailed to a State 
or one of its political subdivisions or to any public or nonprofit or- 
‘nization or agency in the State, and such detail is made for the 


onvenience of and at the request of the State, the Surgeon General 
; authorized, at the request of the State health authority (or mental 
health authority, where appropriate), to reduce any payment to the 
State by the amount of the pay, allowances, traveling expenses, and 
ther costs related to the detail of such officer or employee. The 
amount of that reduction is then to be available for payment by the 
Surzeon General of the cost of the detail. 

Training and detail of pe rsonnel; investigations and de monstrations 

The new subsection (m) of section 314 would authorize the Surgeon 
General, in order to assist further in the extension and improvement 
of public health services, to train personnel for State and local health 
work, to detail personnel to Guam and American Samoa, and to 
extend training, investigation, demonstration, and consultive services 
to Guam, American Samoa, and the Trust Territory of the Pacific 
Islands. 

Transfer of allotments 

The committee felt that circumstances might arise where two or 
more States would be interested in undertaking a public health 
project which would serve population groups not limited to a single 
State, and that it is desirable to permit two or more States to act 
jointly to that end. Therefore, the committee inserted as subsection 
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n) of section 314, a provision that, in accordance with regulations, a 


State may file a request with the Surgeon General that a specifi that 
portion of any allotment to it for support of, or extension or improve- prot 
ment of, public health services be added to the corresponding allot- 2 
ment of another State. This addition to the allotment of the seco vide 
State could be used to meet a portion of the costs of a particular a of 
clearly defined public health service to be rendered by such other J met 
State, or a particular project for extension or improvement of pub S cont 


health services initiated by such State. The Surgeon Gener 
required to grant the request only if he finds it will further the pur- 


poses of section 314 to do so. Cnc 








TRANSITION PROVISIONS 





Section 3 of the bill is designed to afford the States a reasonab Q 
opportunity to adjust the financing of their existing public healt! Ju 
service grant-in-aid programs to the new allotment provisions. It J s00 


would provide a transition from the existing financing provisions t 
the new ones by assuring that the reduction in Federal grants to a 
State from the State’s grants for the preceding year does not, | 
reason of the operation of the new formula, exceed 10 percent. ‘This 


provision would apply to States which, immediately prior to July | 
1955 (the effective date of the new provisions), were carry ing on pub 
health programs under section 314 of the Public Health Service A 


(including cancer control programs). 
In case the total of the allotments of any of these States for 

fiscal year ending June 30, 1956, as computed under the new subsec- 

tions (b) and (c) of section 314 of the Public Health Service Act, 1s less 

than 90 percent of the amount allotted to such State for payments will [ 

respect to the cost of services under its approved State plans (oth 

than so much thereof as was allotted for work in the field of ment 

health) during the fiscal year ending June 30, 1955, the allotment | 

such State under the new subsection (b) would be increased to t! 

extent the total is less than 90 percent of the previous year’s allotm 

Since this adjustment takes into account only the reductions du 

the operation of the formula, section 3 of the bill would also provid 

that the 90 percent figure mentioned above would be reduced by th 


percentage by which the aggregate appropriations available for allot 
ments under the new subsections (b) and (c) for the year concerned ar 
reduced below the aggregate appropriations available for correspond- 


ine allotments to the States for payments with respect to the cost o! 
services under the approved State plans during the preceding yea! 
Thus. if the total of the appropriations available for allotments uncer 
subsections (b) and (e) for fiscal year 1956 is 10 percent less than the 
total of the appropriations for fiscal year 1955 available for allotments 
for grants to the States for comparable purposes under section 314 0 
the Public Health Service Act (including the funds available under th 
appropriation for cancer control grants but excluding funds earmarked 
for mental health grants), the States would be assured of only SI 
percent (instead of 90 percent) of the previous year’s allotments 
The amount needed to effect the increases necessary to prevent any 
State’s allotment from being reduced by more than 10 percent as 4 
result of the new formula, would be recovered by reductions 10 thi 
allotments of the remaining States—in accordance with the regula- 
tions of the Surgeon General. Such reductions would be based on 
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a the extent to which the allotments of the remaining States are greater 
it than 90 percent (or 90 percent minus any percentage reduction in ap- 
ropriations) of their allotments for the preceding year. 


lo Reculations of the Surgeon General would also be required to pro- 
i vide for the making of equivalent adjustments (upward and downward, 
} s necessary in succeeding fiscal years, so long as the combined allot- 
her > ments of any State under subsections (b) and (c) are less than 90 per- 


nt (or 90 percent minus any percentage reduction in appropriations 
f its corresponding allotments for the preceding year. Thus, the 
tment provision would cease to be effective for and after the 
st vear for which no State suffered a reduction in allotments in 
mount specified. 
EFFECTIVE DATE 


Section 4 of the bill provides that the bill shall become effective 

ult July 1, 1955, and also directs the Surgeon General to promulgate, as 

ft soon as possible after the date of enactment of this act, the allotment 
reentages for the 2 fiscal years ending June 30, 1957 


CHANGES IN EXISTING LAW 





In compliance with clause 3 of rule XIIT of the Rules of the House 
1, Representatives, changes in existing law made by the bill, as intro- 
\ ied, are shown as follows (existing law proposed to be omitted is 
closed in black brackets, new matter is printed in italics 
SECTION 314 or THE PuBLic HEATH SERVI \ 
‘ [GRANTS AND SERVICES TO STATI 
vit [s 314. (a) To enable the Surgeon General to carry out the purposes of 
th S 301 with respect to developing more effective measures for the pn tior 
and control of venereal diseases, and to assist, through grants and 
rwis provided in this section, States, counties neait! distri and 
: political subdivisions of the States i estabdlis! and maintainin ad 
easures for the prevention, treatment, and « rol of such diseas 
the training of personnel for State and local health work, and to enat 
to prevent and control the spread of the venereal diseases in interstate 
| fic, and to meet the cost of pay, allowances, and travelling expenses of 
% ssioned officers and other personnel of the Service detailed to assist in 
é out the purposes of this section with respect to t enereal diseases, 
lot 1 to administer this section with respect to such diseases, there is hereby 
1 to be appropriated for each fiscal year a sum sufficient to carry out 
o oases of this subsection 
[ To enable the Surgeon General to carry out the purposes of sectio 01 
‘ spect to developing more effective measures for t! prevention, treat! t, 
ntrol of tuberculosis, and to assist, through grants and as otherwis 
led in this section, States, counties, health districts, and other political 
th subdivisions of the States in establishing and maintaining adequate measures 
prevention, treatment, and control of such disease, including the provision 
Seaeee appropriate facilities for care and treatment and including the training of 
tO S nel for State and local health work, and to enable hit to prev nt and 
‘th trol the spread of tuberculosis in interstate traffic, and to meet the cost of 
rked allowances, and traveling expenses of commissioned officers and other 
Qi rsonnel of the Service detailed to assist in carrying out the purposes of this 


nm with respect to tuberculosis, and to administer this seetion with respect 

disease, there is hereby authorized to be appropriated for the fiseal vear 
any ling June 30, 1945, the sum of $10,000,000, and for each fiscal vear thereafter 
isum sufficient to carry out the purposes of this subsectio 


is A % : : : ; 

t] [(c) To enable the Surgeon General to assist. through grants and as other 
\. provided in this section, States, counties, health districts, and other politi- 

FULa- subdivisions of the States in establishing and maintaining adequate public 


1 on ilth services, including grants for demonstrations and for training of personnel 
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for State and local health work, there is hereby authorized to be approy 
each fiscal year a sum not to exceed $30,000,000. Of the sum appro; 
each fiscal year pursuant to this subsection there shall be available a 
not to exceed $3,000,000, to enable the Surgeon General to provide dem: 
and to train personnel for State and local health work and to meet the ec 


A 


the Service detailed to assist States in carrying out the purposes of t] 
tion. 
[(d) For each fiscal year, the Surgeon General, with the appro 


llowance and traveling expenses of commissioned officers and other 
or 





Administrator, shall determine the total sum from the appropria 
subsection (a), the total sum from the appropriation under subsect 
within the limits specified in subsection (c), the total sum from the appr 
under that subsection which shall be available for allotment amons 
States. He shall, in accordance with regulations, from time to tim 
ment rom such sums to the several States on the basis of (1 the 1 


hlem, the extent of the 


ye the ¢ t of the ve ereal disease pro 
problem, and the extent of the mental-health problem and other s] 
(3) the financial need of the respective State 
making such allotments the Surgeon General shall notify the Secreta 
Yreasury of the amounts thereof. 


L ( To enable the Surgeo General to carry oul the purposes of pa 


pro ler s, respective iV, ane 





IV and to assist, through grants, States, counties, health districts, 

political subdivisions of the State, and publie and nonprofit agencies, i [ 
and other organizations, in establishing and maintaining organized « 

programs of heart disease control, including grants for demonstratio S 





training of personnel, there is hereby authorized to be appropriated for « 
year such sums as may be necessary for such purposes. For each fiscal 
Surgeon General, with the approval of the Administrator, shall determin: 
sum from the appropriation under this subsection which shall be ava 

allotment among the several States, and shall, in accordance with reg 

from time to time make allotments from such sum to the several 

basis of (1) the population and (2) the financial need of the respect ; 
Upon making such allotments the Surgeon General shall notify the S [ 
the Treasury of the amounts thereof. 

[(f) The Surgeon General, with approval of the Administrator, shall 
to ti determine the amounts to be paid to each State from the allot: 
such State, and shall certify to the Secretary of the Treasury the ar 
determined, reduced or increased, as the case may be, by the amounts 
he finds that estimates of required expenditures with respect to any pr 








were greater or less than the actual expenditures for such period: P 
in the case of amounts to be paid from allotments to any State und 
tion (e), the Surgeon General may determine and certify to the Secret 
Treasury amounts to be paid to a county, health district, other polit 
division of the State or to any public or nonprofit agency, institution Q 
organization in the State, if he finds that payment to such subdivisio1 : 
organization has been recommended by the State health authority of 
and (1) that the State health authority has not, prior to August 1 of 1 sca 
year for which the allotment is made, presented and had approved 
accordance with subsection (zg), or (2) that the State health authorit 
authorized by law to make payments to such other organization. Up 
of such certification, the S cretary of the Treasury shall, through the | 
of Disbursement of the Treasury Department and prior to audit or sett! 
the General Accounting Office, pay in accordance with such certificati 
(g) The moneys so paid to any State, or to any pclitical subdivision 

organization, shall be expended solely in carrying out the purposes sp¢ 
subsection (a), or subsection (b), or subsection (c), or subsection (e), as the cas : 
may be, and in accordance with plans, approved by the Surgeon General, 1 The 1 
have been presented by the health authority of such State, or, under the cireum- pant: 
stances specified in subsection (f) (1), by the political subdivision, or th 
institution or other organization to whom the payment is made, and, to ” 
that any such plan contains provisions relating to mental health, by the 1 ul tm 
health authority of such State. em 

[(h) Money so paid from allotments under subsections (a), (b), (c), and né 
shall be paid upon the condition that there shall be spent in such State for t State 
same general purpose from funds of such State and its political subdivisions (or h 
in the case of payments to a pclitical subdivision or to an agency, institution or allotm 


¢ 


other organization under circumstances specified in subsection (f) (1), from funds 
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— 


sch political subdivision or organization), an amount determined in accordance 
lations. 

[ Whenever the Surgeon General, after reasonable notice and o; portunity 
g to the health authority or, where appropriate, the mental health 
of the State (or, in the case of payments to any political subdivision or 


cy, institution, or other organization under the ci 





imstances specified 
ction (f) (1), such subdivision or organization) finds that, with respect 


paid to the State, subdivision, or organization out of appropriations 
ipsection (a), or subsection (b » subsection GC). OF 8 ibsection (e), as 
ay be, there is a failure to comply substantially with either 
C0 the provisions of this section; 
[(2) the plan submitted under subsection (g); or 
3) the regulations; 
Surgeon General shall notify such State health authority or mental health 
political subdivision, or organization that further payments will not 
to the State subdivision, or organization from appropriations under 
section (or in his discretion that further payments will not be made to 
Siate, subdivision, or organization from such appropriations for activities 
there is such failure), until he is satisfied that there will no longer be 
failure. Until he is so satisfied the Surgeon General shall make no 
tifications for payment to such State, subdivision, or organization from 
ations under such subsection, or shall limit payment to activitie 





S ifi 
ere is no such failure. 
[ \ll regulations and amendments thereto with respect to grants to States 
s section shall be made after consultation with a conference of the 
Stat alth authorities and, in the ease of regulations or amendments which 


or in any Way affect grants under subsection (ce) for work in the field 
health, the State mental health authorities. Insofar as practicable, 

S on General shall obtain the agreement, prior to the issuance of any 
lations or amendments, of the State health authorities and, in the case 

ons or amendments which relate to or in any way affect grants under 


c) for work in the field of mental health, the State mental health 

[ Funds appropriated oe subsection (a) and funds appropriated under 

tion (b), in addition to being available for payments to States, shall also 

ailable for expe aditure by the Surgeon General in otherwise carrying out 

ective subsections, including expenditures for printing and binding of 

§ f ngs of investigations, and for pay and allowances and traveling expenses 
nnel of the Service engaged in activities authorized by the respective 


8 sections. 


GRANTS AND SERVICES TO STATES 


Sec. 314. (a) There are hereby authorized to be appropriated for each fiscal year, 
! ) with the fiscal year ending June 30, 1956, such sums for grants to carry 
yurposes of this section as the Congress may determine. The sums so appro- 
ed for any fiscal year shall be available for 
1) grants to States to assist them in meeting the costs of public health services; 
grants to States to assist them in initiating projects for the extension and 
nprovement of their public health services; and 
3) grants to States and to public and other nonprofit organizations and 
jencies to assist in combating unusually severe public health problems in specific 
eographical areas, in the carrying out of special projects which hold unique 
romise of making a substantial contribution to ithe solution of public health 
problems common to a number of States, and in meeting problems of special 
national significance or concern. 
he portion of such sums which shall be available for each of such three types of 
rants sh hall be specified in the Act appropriating such sums. 

b ) From the sums available for any fiscal year for grants to States to assist 
mir ening the costs of their public health services, each State shall be entitled to an 
otment of an amount which bears the same ratio to such sums as the product of (1) 
population of the State and (2) the square of its allotment percentage (as deter- 
ned under subsection (h)) bears to the sum of the corresponding products for all the 
ues. The allotment to any State under the preceding sentence for any fiscal year 
ch is less than $55,000 (or such other amount as may be specified as a minimum 
otment in the Act appropriating such sums for such year) shall be increased to that 


) 
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s3p Congress | HOUSE OF REPRESENTATIVES { REPORT 
| Session ) ( No. 1544 


h CONSIDERATION OF H. R. 7397 


\LLEN of Illinois, from the Committee on Rules, submitted 


the following 
REPORT 
[To accompany H. Res. 514] 


Committee on Rules, having had under consideration House 
tion 514, report the same to the House with the recommenda 
that the resolution do pass. 
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1 No. 1545 





DEPARTMENT OF DEFENSE APPROPRIATION BILL, 1955 


Aprit 26, 1954.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 


Mr. WicGLEswortu, from the Committee on Appropriations, sub- 
mitted the following 


REPORT 


[To accompany H, R. 8873] 


The Committee on Appropriations submits the following report in 
explanation of the accompanying bill (H. R. 8873) making appropria- 
tions for the Department of Defense and related independent agency 
for the fiscal year ending June 30, 1955. 


APPROPRIATIONS AND EstTIMATES 


The estimates considered by the committee embrace the cost of all 
regular military functions for 1955 except construction and other 
public works, estimates for which are now pending. 

The following tabulation lists in summary form appropriations for 
fiscal year 1954, estimates for fiscal year 1955, and resultant com- 

mittee action on the 1955 requests. 
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DEPARTMENT OF DEFENSE APPROPRIATIONS, 1955 


ComMITTEE ACTION 


The 1.2 billion reduction effected by the Committee is to a great 
extent the result of cooperative efforts by the Committee and the 
individual Services. Of this total, the amount of 355 million repre- 
sents items budgeted for deposit to the United States Treasury as an 

set to the use of foreign currencies under mutual defense agreements 
or occupational arrangements. It is the belief of the Committee that 
since these arrangements are not of permanent character the present 
methods of utilizing and accounting for these foreign currencies might 
well be continued during the ensuing fiscal year. The amount of 
$127 million was volunteered by the Army at the beginning of the 
hearings. An additional total amount of $183 million was, in the 
course of hearings, either volunteered or admitted by the Services 
to be not required because of developments subsequent to the sub- 
mission of the original budget or because of reprogramming, or plain 
errors in computation. Thus, only the amount of something over 
$541 million may be cited as a reduction by the Committee. 

In addition to the above reductions, rescissions of 500 million in 
Army Procurement and a total of 550 million in Stock Funds are 
eff ec ted. 

CHANGE IN PREPAREDNESS CONCEPT 


The Committee is greatly encouraged by the increasing determination 
on the part of both civilian and military leaders within the De ~partment 
of Defense to place our military organization on a sound and firm 
base to which constant improvements can be made in a more orderly 
manner to give us the required military strength without the waste 
of taxpayers’ dollars. The build-up following the outbreak of hos- 
tilities in Korea, admittedly, was wasteful, and the after effects of 
this waste are still present. Much has been done to reduce this 
waste and still more remains to be done. 

In reply to a request by Chairman Wigglesworth, Admiral Radford, 
Chairman of the Joint Chiefs of Staff, had the following to say: 

Admiral RaprorD. The philosophy is * * * to prepare for the long pull 
instead of the year of crisis, and the problem is to evolve a military structure 
which is balanced as to the military requirements as we see them, and which is 
capable of being supported both from an availabie appropriations standpoint ard 
a personnel standpoint—the available manpower. 

The gradual reduction in funding requirements over the past two 
years is attributable to several factors, the most important of which 
is the changed concept above stated by Admiral Radford. Improved 
weapons and a greater reliance on expanded air power are additional 
major factors. Other considerations which entered into the formula- 
tion of fiscal year 1955 requirements were (a) the end of the Korean 
war, (b) the increasing strengths of the NATO nations, (c) the greatly 

improved and expanded ROK Army, (d) the excess funding during 
iscal year 1954 and prior fiscal years, of which great portions are 
“dea available in 1955, and (e) the increasing efficiency and 
greater application of sound business methods within ‘the De ~partment 
of Defense. 

OBLIGATION SUMMARY 


The following tabulation shows in summary form, either actual or 
estimated, the prior year unobligated balances carried: into each 
succeeding year, the new obligational authority made available. to the 
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Department during fiscal years 1953 and 1954 and recommended ; 
the bill for 1955, and obligations for 1953 and 1954: 


[In millions] 








Fiscal year Cee | prom ee See eevee Obligations re 
? | transfers (net) | ; 
1953... ee 1 $4,034 $44, 602 | $1, 975 | $50, 611 $4: 
1954 (estimate . . 16, 129 | 34, 233 | 2,044 42, 406 
1955 (estimate) ‘ 19, 348 | 28, 681 | 1, 757 39, 786 
! Exclude amounts which lapse. 
2 Budget estimate is $35,710 million. 

Attention is called to the fact that for both fiscal years 1954 and 
1955 the latest available obligation estimates are used in the above 
tabulation. The original obligations for 1954, as contained in the 
printed Budget amount to $34,133 million, as compared with the 
$31,292 million shown above. 

The unobligated carry-over into fiscal year 1955 is budgeted at 
$6,639 million, with total obligations of $35,710 million. The latest 
reports from the Department indicate that the unobligated carry-over 
into 1955 will be $9,348 million, with obligations estimated at $38,168 
million. The Committee is informed that the increase in the esti- 
mated carry-over into 1955 results primarily from the deobligation of 
obligations formerly recorded on the basis of letters of intent, etc., in 
order to conform with a determined concept of legal obligations 
following an audit by the General Accounting Office. A certain, pres- ro 
ently indeterminable amount was also deobligated because of con- D. 
tract cancellations due to re-programming. The total of such deobli- tal 
gations during 1954 is estimated at $2,581 million. to 

It is the view of the Department that actual programs for both the 
fiscal years 1954 and 1955, involving obligations of approximately 
$70 billion, have not been materially affected by the lag during 1954 mi 
and that in the final analysis this two-year program will be fulfilled or do 
nearly fulfilled on schedule. Nu 

Obligations for 1955 will be reduced by an amount not precisely | 
determinable at this time, based on committee reduction of $1,203 mil 
million in funds requested. en] 

all. 
EXPENDITURE SUMMARY ‘ 
eff 

Funds available for expenditure and expenditures by the Depart- tin 
ment during fiscal years 1953, 1954 and 1955 are given below: pel 

[In millions} ‘ 7” 
| 

Fisce! year ae availability a praia Expenditures ta 
|_|} —_|___ @ 4, 
1953 1 $54, 798 $44, 7 | $99, 538 | $41, 739 of 
1954 (estimate) _ - 1 57, 111 34, 261 ~$730 | 90, 642 | 30, 089 of 
1955 (estimate 1 48, 147 ee Biaseuts 76, 874 Mi 
i i ean at Be tt Bn mil 
! Exclude amounts which lapse. ml 
on a ane fienedinean he comenen by an amount indeterminable at this time, based abl 

‘ ds requested. 
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MiniTraryY PERSONNEL 


The following tabulation shows the current and projected military 
personnel strengths for each of the four services; with a further break- 
down as between officers and enlisted personnel: 


Military personnel strengths 


[In thousands] 


Projected 


Bree Average strengths 
1953 June 1954 | June 1955 ae. te "i" 
Fiscal year | Fiscal year 
and 1954 1955 
ve —_ a ee ee ee eee oes — ee - a 
the ype of personnel | 
: Officers 358. 9 364. 5 359. 3 364. 9 364. 1 
the ; Enlisted personnel. _.. 3, 026. 9 2, 945.4 2, 672.9 3, 051.3 2, 820. 0 
Subtotal - ° 3, 385.8 3, 309. 9 3, 032. 2 3, 416. 2 3, 184.1 
i at Officer candidates 17.1 17.9 14.4 18.3 16.8 
test Total 3, 402.9 | 3, 327.8 3, 046. 6 3, 434. 5 3, 200. 9 
OVE! Total personnel by service: 7T a P 
168 Army : 1, 481.2 1, 407.2 1, 172.7 1, 472.1 1, 308. 6 
. Navy " 765. 4 740. 6 688. 9 771.2 712.4 
estl- Marine Corps- -- - 243.8 225.0 215.0 241.5 220. 0 
f Air Force . . 3 912. 5 955. 0 970.0 949. 2 960. 0 
n of 
0 a ire Ll C ai 1 
ions The increase in Army strength and consequently total strength 
yTese from the totals as originally budgeted (see Army strength tabulation, 
con- p. 14) to the above totals results from a recent decision by the Secre- 
obli- tary of Defense to commission all eligible ROTC graduates in order 
to be consistent with the policies of the other services and to carry out 
both the terms of agreements with those graduates. 
itely & It should be stated that even with the projected reduction, total 
1954 military strength as of June 30, 1955, will be slightly more than 
d or double the strength as of June 30, 1950, when the Korean war broke 
out. 
isely Another factor which should be mentioned in any discussion of 
203 military strength is the estimated total of nearly four million trained 


enlisted personnel now in civilian life which could be called in case of 

all-out emergency. This situation did not prevail prior to Korea. 
Considerable improvement has been made with respect to the more 
effective utilization of military personnel, and it is hoped that con- 
part- tinuing study will be made with the view of (a) further reducing the 
percentage of nonoperating forces to total forces, and (6) replacing 
military personnel with civilian personnel. The overall percentage 
of nonoperating forces has been reduced from approximately 44 
percent as of September 30, 1953, to 39 percent projected for June 30, 
1955. Section 720 of the bill contains a provision making inapplic able 
the limitation on graded civilian employment whenever in the opinion 
» of the Secretary of the military department concerned substitution 
of civilian for military personnel can be advantageously made. 
» Military personnel in civilian occupations and dual supervision by 
military and civilian personnel have been subjects of i inquiry by com- 
mittees of the Congress whose general conclusions point to consider- 

able savings through proper utilization of each category. 
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REENLISTMENTS 


While the Services are making vigorous attempts to increase ¢} 
reenlistment rates, especially of those individuals who possess great 
needed skills, the results have not been too encouraging. Inform; 
tion furnished the Committee indicates that during the first six months 
of fiscal year 1954 reenlistment rates of those in civilian lif 
period of less than ninety days have been approximately as follows 
Army, 25 percent; Navy, 42 percent; Marine Corps, 31 percent: Air 
Force, 43 percent. The reenlistment rate of inductees in the Army 
and Marine Corps has been averaging between five and six percent 

This matter of reenlistments is, in the opinion of the Comn 
one of the most important problems confronting the Departa 
today. Warfare and imple ments of war fare are becoming increasing) 
technical and complex. Training is becoming incre: asingly expensive, 
It is hoped that the Department will soon be 1 in position to present to 
the Congress its recommendations for legislative or other action whic 
would tend to strengthen this phase of our national security, 


ReseERVE PROGRAMS 


Another serious weakness of our military make-up is the absence of 
an effective reserve program. Obviously, the nation cannot afford, 
nor is it desirable, to maintain a regular military force of a size ade- 
quate to cope with probable emergencies. While the situation 
might improve somewhat during the ensuing fiscal year, reserve force 
goals have not been met during the last several years. Most of the 
reasons for this lag appear to be known to the Department. Bottle- 
necks of the program must be eliminated and incentive to serve in th 
reserves should be developed. Fund requests for the various reserve 
programs have been approved substantially as presented. Of a total 
of approximately 2% million in the reserves at the end of December, 
1953, nearly 619,000 are in drill pay status. 


CrivILIAN PERSONNEL 


Civilian employment for the Department of Defense has been re- 
ee. from a total of 1,329,795 in January, 1953 to 1,179,438 : 
January, 1954. Total vel reneh as of F ebruary, 1954 is 1,167,63 
of which 1, 123,290 are chargeable to appropriations in the bill. Total 
of graded employees is 500,251, of which 450,678 are chargeable t 
appropriations in the bill. 

While the replacement of military with civilian employees is de- 
sirable and should continue to be encouraged proper assignment of 
civilian personnel also must be assured. Records of the Department 
show that during fiscal year 1953, within the continental United States, 
a considerable raising of the departmental grade structure occurred. 
Grades from GS-1 to GS-7 show decreases during the year of up to 
31 percent, whereas grades GS-8 to GS-15 show increases of up to 
25 percent. ‘These increases took place at the same time that per- 
sonnel in the United States was reduced by approximately 10,000 
between June 30, 1952 and June 30, 1953. 

With reference to super-grade positions, it was the understanding of 
the Committee that these type positions were needed to attract 
specialists and experts from industry. Records of the Department 
show that of a total of 69 super-grade positions filled since January |, 
1953, a total of 43 or over 62 percent were filled by departmental 
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pron notion. While in certain instances this may be justified, it is felt 

the purpose for which super-grades were originally created is 
being , distorted, which situation may call for a general and detailed 
review of all such positions. 


Prior CoMMITTEE RECOMMENDATIONS 


‘he Committee desires to reiterate certain comments and recom- 
mendations made in its report on the bill for fiscal year 1954. These 
relate to military air transport service, classification of aircraft, need 
for greater uniformity of factors covering budgetary computations, 
and financing of interdepartmental activities. While it is understood 
that studies have been initiated on the first three subjects mentioned, 
nothing appears to have been done on the last above mentioned, 
Perhaps the Bureau of the Budget could be of some assistance in 
centralizing the present scattered financing and control of interde- 
partmental activities. 

Fricut Pay 


The Committee received testimony that the limitation on pro- 
ficiency flying was, in certain instances, interpreted to restrict flying 
for training purposes. ‘The history of this limitation, including the 
debate on the 1954 bill, includes no statement to the effect that train- 
ing flying is to be limited. It is the intent of the Committee that 
this limitation be so administered as to leave no question that training 
flying, as determined by the Secretary, is excluded from the limitations 
contained in Section 721 of the bill. 

Somewhat related to the matter of proficiency flying is so-called 
administrative flying. While the Services are becoming increasingly 
cost-conscious in many of their day-to-day operations, administrative 
fying does not appear to be one of them. Reports of Committee 
analysts, as well as Committee hearings, disclose too much of such 
flying. It is an extremely expensive convenience and must be 
curbed. 

RESEARCH AND DEVELOPMENT 


It is believed that considerable improvement has been made in the 
control of research and development activities in order that we may 
have better results—and not necessarily for less money. This Com- 
mittee has never underestimated the value of properly controlled and 
directed research and development activities. Creation of the Office 


of Assistant Secretary of Defense for Research and Development has 


» done much to centralize.control and provide more effective evaluation 


of projects prior and during development. It is hoped that further 
progress will be in evidence when the bill for fiscal year 1956 is under 
consideration. The Committee effected minor reductions in this 
activity for each of the three Services, principally on the basis of 
substantial unobligated balances projected as of the end of the current 
fiscal year, and the belief that more careful scrutiny of projects and 
duplie atory activities will result in additional savings. 

There is some question that all Services are uniform as to the inelu- 
sion in research and development appropriation items of indirect costs. 
ltis suggested that the Assistant Secretary for Research and Develop- 
ment and the Office of Comptroller make certain that all such indirect 
costs are presented uniformly in the estimates for fiscal year 1956. 
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FiscaL Situation IN DEPARTMENT 


The fiscal record keeping within the Department of Defense, anq 
particularly within the Army, was commented on by the Committee 
in its report on the 1954 bill. As a result of a General Accounting 
Office audit on the validity of obligations of Mutual Defense funds 
made at the request of this Committee, the Secretary of Defense 
directed, on June 19, 1953, that an audit be conducted by each of 
the three Services with the view of ascertaining, among other things. 
the extent of non-compliance with anti-deficiency laws. 

These audits, conducted by auditors of the Services themselves 
revealed, among other deficiencies, over 1,200 violations of Section 
3679, Revised Statutes, during fiscal year 1953. Section 3679 requires 
in part, that such violations be reported to the President, through the 
Director of the Bureau of the Budget, and to the Congress. These 
violations, known since January, 1954, remain unreported to dat 
It would seem to the Committee that those charged with fiscal re- 
sponsibilities within the Department could have by this time supplied 
the Secretary with the legally required data which would enable him 
to comply with the law. While the statute makes a definite distinc. 
tion between types of violations and penalties therefor, it makes no 
distinction with respect to reporting to the President and the Congress 

If the laws governing record keeping and reporting are severe or 
impractical from the standpoint of administration or enforcement the 
General Accounting Office and the Bureau of the Budget should 
submit recommendations for amendment thereof, but so long as 
they are on the statute books they must be complied with. The 
accounting for billions of dollars worth of goods and services, scattered 
among thousands of locations throughout the world, is, to say the 
least, a task of tremendous magnitude. On the other hand, the 
importance of fully accounting to the public for nearly two-thirds 
of its yearly taxes also must not be underestimated. 

It is sincerely hoped that the Advisory Committee on Fiscal Or- 
ganization and Procedure can make some progress in bringing order 
out of a long existing chaotic fiscal situation within the Department 
of Defense. It certainly will have the full support of this Committee 


SurpLus PRopEerRTY 


The matter of surplus property disposal has been of great concern 
to the Congress for many years. It is feared that the importance of 
this activity has not been fully appreciated by those charged to carry 
out the laws governing this operation. We are spending each year 
hundreds of millions of dollars to develop improved weapons and 
equipment, then billions of dollars to procure the new and better 
equipment, but have had no systematic and continuing method of 
disposing of equipment and materials considered surplus to military 
needs. Department of Defense warehouses are full of equipment no 
longer serviceable, but as to how much, no one can say. With the 
continuing development of new and improved implements of war 
and the rapid obsolescence of many items, especially aircraft, a sound 
disposal program is of prime importance. It deserves the attention 
of the best brains in the Nation that can be recruited for the purpose 

It is noted that the Army has organized, and is now in the process 
of carrying out a forceful program. Proper inventory control, corre- 
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tion of purchase and disposal of like or similar items and an aggres- 
sive and continuing disposal program must be pursued vigorously by 
all Services. When it is considered, as testified, that storage costs 
over a ten year period generally equal the original cost of items, 
annual savings of hundreds of millions of dollars could well be i 
prospect. 


Orricers’ CLuss AND Rest Horets 


Although it is recognized that officers’ clubs and rest hotels are, in 

neral, operated with non-appropriated funds, the Committee has 
reason to doubt that all items of cost are defrayed with non-appro- 
priated funds. Management, other administrative costs, transporta- 
tion and handling of goods, etc., are very likely charged to appropriated 
funds. It is recommended that an an: alysis of facilities be made to 
assure that there are both adequate attentions to the interest of the 
U.S. abroad, and to the appropriated dollars of the American taxpayer. 


Joint Use or Factniries 


The Committee suggests a review of all manufacturing and repair 
facilities utilized by eac ch of the Services with the view of c onsolidating 
the use thereof in those instances where it would be economical and 
otherwise advantageous to do so. Not only do requirements of each 
Service change from time to time, but the gradual trend toward 
standardization of many items would seem to call for a continuing 
alertness to the possibilities of greater joint use of facilities, both here 
and abroad. 

GENERAL PROVISIONS 


The following comments are in explanation of action of the Com- 
mittee with respect to several general provisions under Title VII of 
the bill: 

Section 709 includes general authority for each of the Services to 
pay deficiency judgments and interest thereon arising out of con- 
demnation proceedings. Heretofore, only the Army and Air Force 
had such authority. 

Section 715 amends present section 622 to consolidate for all 

Services amounts available for the preparation, etc., for sale or salvage 
of surplus military supplies and equipment. 

Section 717, relating to operation of commissaries, is retained in 
substantially the same form as carried in the 1954 Act. Testimony 
on this subject would indicate no hardship resulting from the current 
restriction on the operation of commissaries. During the fiscal year 
only six commissaries were closed, three because of deactivation of 
the base, two because of excessive operating costs, and one because 
f failure to meet the criteria established by the Secretary of Defense. 
The last proviso of the section is deleted since it is permanent by its 
terms. 

Section 719 is made permanent law. The Department is complying 
with the provisions of this section and is in full accord with its intent. 

Section 720 amends present section 627 to exempt the Services from 
the civilian personnel ceiling of 475,000 in those instances where graded 
civilian personnel can be advantageously substituted for military 
peectadeal and permits the transfer of funds to ac complish the purpose. 

Section 721, relating to proficiency flying, is a slight modification of 


H. Rept. 1545, 83-22 
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may be affirmed. The Committee intended in the 1954 Act and noy 
intends that this section be interpreted as applying only to the veg) 
for which written. 

Section 722 amends present section 629 to permit the transportatio 
of goods and household effects up to eleven thousand pounds in ap, 
one shipment. It is understood that this matter will be furt! 
studied by the House Committee on Armed Services. 

Section 632 of the present law relating to article 15 of the Standard 
Government Contract is deleted from the accompanying bill. [¢ js 
understood by the Committee that the provisions of this section hay, 
been complied with. It is the intent of the Committee that Art 
15, as amended in accordance with provisions of this section, continy 
in force. 

Section 727, relating to the use of foreign credits, is left substantially 
as at present, but provides for quarterly reporting by the Department 
on property, supplies, and commodities received during the fiscal yea 

Section 729 makes the like section in the current act permanent 
law. The Committee can see no justification in paying residents of 
a territory or possession foreign duty and other allowances while resid- 
ing within those territories or possessions. 

Section 730 is a revision of the limitation which appeared as Section 
641 of the Appropriation Act for 1954. As carried in Section 730, up 
to 75 percent of tuition and expenses for off-duty education at civilian 
institutions will now be payable for enlisted and other than commis- 
sioned personnel without further restriction. Commissioned per- 


present section 628 in order that its temporary, or annual, characte; 


sonnel will be required to obligate themselves to serve on active duty 
for two years after the completion of any such training in order to 


qualify for the expense assistance of up to 75 percent. No limitations 
on eligibility related to rank are imposed. 

Section 731 is included for the first time and is self-explanator 

Section 732, relating to the Boards of Visitors to the service acad- 
emies amends permanent law to provide that the annual visitation 
may be at any time rather than during the month of April, one of ¢! 
busiest months in Congress. 

It is understood that many of the legislative provisions, presently 
carried in items of appropriation and as general provisions will be 
reviewed by the House Committee on Armed Services with the view 
of enacting permanent legislation. Many of the legislative provi- 
sions are of a minor nature. Others are more significant. It is 
hoped that all or a major number of these provisions will be satisfac- 
torily resolved by the legislative committees having jurisdiction 
prior to the consideration of the Department of Defense bill for fiscal 


year 1956. 
TITLE I 
NATIONAL SECURITY TRAINING COMMISSION 


ié 


The amount of the budget estimate, $55,000, is approved. This 
Commission was created to formulate comprehensive programs and 
legislative recommendations with respect to conduct of training i 
the National Security Training Corps. This Training Corps has not 
been established, but the Commission, at the direction of the Presi- 
dent, is continuing studies on various aspects of reserves and reserve 
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training with the view of recommending legislation to the Congress. 
The Commission also serves as a focal point for activities of other 
Federal agencies directly or indirectly concerned with this problem. 


TITLE Il 
OFFICE OF THE SECRETARY OF DEFENSE 


Colaries and expenses. The budget estimate of $12.500.000 is 

proved in the amount of $12,000,000, a reduction of $500,000 in the 

te, and $800,000 below the amount appropriated for the current 

vear. Some savings have already been effected in activities 

the Office of the Secretary and indications are that further 

mies will result during the ensuing fiscal year. The Committee 

s that generally more effective administration will result from 

enforceable policy directives and guidance than from too 

ed an involvement in the operations of the individual Services. 

Office of Publie Information. The original budgeted request for 

this activity of $1,000,000 was voluntarily reduced to $500,000. The 

ised request is approved in full. This amount is included in the 

werall limitation of $3,500,000 on all information activities contained 

in Section 725 of the bill. This compares with a limitation of 
84,500,000 provided for the current fiscal year. 

Considerable justifiable criticism has been leveled at the Office of 

Information in the recent past because of the apparent lack of control 

‘releases emanating from the several sources within the Depart- 

nt. It was testified that the individuals engaged in this activity 

in each of the three Services and in the Office of Public Information 

will in the future work more closely together and correlate their 

activities in such manner as to permit the localizing of responsibility 

acts of commission and omission. 


TITLE III 
INTERSERVICE ACTIVITIES 


Included under this general head are the following activities, apply- 
ing to the Department of Defense as a whole: (1) claims, (2) retired 
pay, (3) contingencies, (4) emergency fund, (5) reserve tools and 
facilities, (6) construction of ships for military sea transportation 
service, and (7) Court of Military Appeals. 

With respect to claims and retired pay, the budgeted amounts, 
respectively, of $7,680,000 and $404,500,000 are approved in full. 
These are mandatory expenditures over which the Department can 
exercise no control. 

The contingency fund for which $50,000,000 was requested is 
approved in the amount of $40,000,000. This amount is under 
control of the Secretary of Defense and is used to meet emergency 
and extraordinary conditions involving national security. 

The emergency fund is, in the main, used to finance joint test 
activities in the atomic test area. The amount of $25,000,000, a 
reduction of $10,000,000 in the estimates, is recommended. 

The amount of $250,000,000 previously appropriated for reserve 
tools and facilities is not continued available. The Committee feels 





12 DEPARTMENT OF DEFENSE APPROPRIATIONS, 1955 


that other funds appropriated for procurement purposes can 
utilized for these items should the need arise. 


For military sea transportation service, the bill includes $50,000.09) 


or the full budget estimate. This appropriation is necessa) 

provide specialized types of ships for transportation requirements 
all armed services. One of the seven of proposed vessels will 
specially designed to carry wheeled and tracked vehicles of the arm 


forces. The remaining six will be special ice-strengthened cargo a 
tanker vessels to meet the growing requirements of arctic transporta- 


tion. 


The amount of $320,000 requested for the Court of Military Appe als 


is approved in full. This court provides a civilian review of the n 


serious court-martial convictions in all branches of the armed servic, 
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rm DEPARTMENT OF THE ARMY 
al, SUBCOMMITTEE 
Or GERALD R, FORD, Jr., Michigan, Chairman 


MILLER, Maryland ROBERT L. F. SIKES, Florida 


GENERAL STATEMENT 


The budget estimate for the Department of the Army is predicated 
ipon a military manpower strength at the end of fiscal year 1955 of 


|,.172,700. This compares with an actual strength as of December 31, 
153, of 1,481,177, and an estimated average in fiscal year 1955, of 


OS8.558, 


The average military strength in fiscal year 1955, although approxi- 


] 


mately 173,000 less than the numbers on hand as of Dee. 31, 1953, 
vill nevertheless provide for a fighting force which is deemed adequate 
to perform the missions which the Army will be expected to accomplish. 


1 ] 


t should be borne in mind that this force, to be strategically located 


for maximum mobility, is the greatest Army ever maintained by this 

tion on a full-year basis in the absence of actual warfare 

The Committee, in evaluating the estimates presented, took note 
f the proposed distribution of strength as between major fighting 
nits, indicated in the following chart, and calls attention to the fact 
hat emphasis is placed on continental defense as shown by the num- 
bers of anti-aircraft batteries proposed. Note that the dates selected 
correspond roughly to the start and finish of the Korean War, and 
ompares those periods with the strength proposed at the end of fiseal 


B vear 1955. 


10 
sand Regimental Combat Teams l 
raft Battalions 48 


The President’s budget, transmitted to the Congress on January 


21, contained an estimate of $8,211,000,000 for the appropriation 


requirements for these forces. This estimate was based upon a then 
ticipated average military manpower strength of 1,302,400, and 
luded certain amounts necessary for the estimated dollar equivalent 


i foreign credits furnished United States forces overseas. 


Subsequent 


ation increasing the program for the commissioning of R. O. T. C. 
sraduates, revisions by the Department of the Army in certain compu- 
lations, and action by the Committee in removing the requirement of 
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dollar equivalent for foreign credits has resulted in revised | 


ments for the Army as follows: 


A ppropriation title 


Original 


request 


Military Personnel $4, 211, 
Maintenance and Operations -- 3, 316, 
Military Construction, Army Reserve Forces 15, 
Reserve Personnel Requirements. . 90, 
Army National Guard 218, 
Research and Development 355, 
Promotion of Rifle Practice 
Operation and Maintenance, Alaska Communication 
System 4 
Tota 8, 211 


300, 0CO 
600, 000 
000, 000 
000, 000 
530, 000 
000, 000 
100, 000 


, 470, 000 


, 000, 000 


Decrease in 
requirements 


$47, 476, 000 $4 
409, 228, COO 


456, 704, 000 


The actions taken requiring that all eligible R. O. T. C. graduat 
be commissioned and placed on active duty led to a revision 


military strength estimates over that originally presented. 


TI 


sion, and a comparison with the current and prior fiscal 


indicated in the following table: 


Officers 

Average, 1953 149, 481 
Average, 1954 138, 086 
Beginning, 19 

Orig 131, 900 

Revise 131, 900 
Er 

Original 119, 000 

Re “ 126, 300 
Avera 

Origir 125, 600 

Revis 5S 


In consideration of the estimates, 


Cadets 


816 
786 


3, GOO 
, 600 1. 7 


OOO 
4K) 


100 2 4M 


+, 600 2, 4K 


reduced as noted aboy 


$8,211,000,000 to $7,754,296,000, the Committee made only 
additional reductions totalling $138,773,000, and recomm 


appropriation of $7,615,523,000. 


This amount is a gross decreas 


$595,477,000 from the budget estimates, and is $5,321,883,000 less 
The decrease from thi 
appropriated in 1954 is not, however, of the severity indi 


than the amount appropriated in 1954. 


first glance. 
for Procurement 
estimate in 1955. 


and 
Further, 


nance and Operations” 


In fiscal year 1954, there was appropriated $3,224,633 (0 
Production for which there is no con 

there were included 
funds to support combat in Korea, which in the case of the ‘MI 
item alone were in excess of $500,000, 


in 1954 s 


‘ 


Thus, although a precisely comparable base is difficult to establis 
the real decrease below 1954 funds is more in the order of $1.5 bi 


than $5.3 billion. 


FUNDS AVAILABLE 


On the basis of the estimated appropriation for 1955, tli 


FOR OBLIGATION 


Army 


indicates that it will incur approximately the same amount of o! 
gations in 1955 as is budgeted for 1954. 
result. of (1) funds which are available without stipulation as | 


This situation arises as 
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and (2) the cancellation or withdrawal of prior years’ obligations in 
the field of Procurement and Production where produc tion schedules 
are being cut back below the levels attained just prior to the close of 

e Korean War. In summary, the availability of funds for obligation 
3 nde ated below: 


Amounts available for obligation 


Actual, 1953 Estimate, 1954 Estimate, 1955 
ono ’ tion or estimate --- - $12, 787, 500,000 | $12, 937, 406, 000 $8, 211, 000, 000 
mat et +361, 166, 787 170, 425, 000 
ilable in prior year — 250, 000, 000 
valance available ¥ 1, 663, 559, 907 1, 815, 551, 527 4, 110, 241, 807 
pr ior year obligations ee 800, 000, 000 100, 000, 000 
b bu 1e ents from non-Federal sources . 31, 750, 000 187, 500, 000 187, 500, 000 
nts from other agencies 1, 228, 862, 691 965, 912, 000 918, 635, 000 
ivailable for obligation ‘ 15, 822, 839, 385 16, 535, 944, 527 13, 527, 376, 867 
1a lable in subsequent year 1, 815, 551, 527 4, 110, 241, 807 — 2, 246, 989, 807 
: t] balance, estimated savings. —320, 341, 851 —1, 133, 504, 250 
rev)- tions incurred 13, 686, 946, 007 11, 292, 198, 470 11, 280, 387, 000 
: transfers 
ers between agencies —11, 425, 640 +186, 803 
rrency operations, Japan +113, 268, 281 
ynd services provided by Federal 
of Germany and Berlin magistrate +-417, 683, 786 +-389, 043, 622 
»bligations...- 14, 206, 472, 434 11, 681, 428, 895 F 11, 280, 387, 000 
ludes military construction, Army, construction, Alaska communication system, and civilian 
Directly associated with the above is the Committee’s recommenda- 
nm that the amount of $500,000,000 be rescinded from appropria- 
S tions previously made for Procurement and Production. It should 
noted that $2.237 billion of the $2.247 billion available in years 
subsequent to 1955 is in the Procurement and Production account. 
PROGRAM FOR THE RESERVE OFFICERS TRAINING CORPS 
mu As noted briefly above, the program of the Department of the Army 
: the commissioning and active duty service of the current year 
Se ( rible graduates of the senior division, R. O. T. C. underwent a 
) 1C88 between the presentation of the President’s budget and the 
formal eee. It had been planned to call to active commissioned 
a ity, for two years, only a selected number, calling the remainder 
rd UU to active training duty for a period of ninety days. This latter group 
ra s then to have been commissioned and released to inactive duty 
Cl vith an enforceable obligation to participate in the Army Reserve 


ogram. In order to attain a degree of consistency with the 
U0 k. O. T. C. policies of the other services, the program of the Army 
w contemplates that all eligible graduates will be commissioned and 
laced on two years active duty pursuant to the original arrangement. 
This present plan involves an increase in end strength of 8,700 per- 
nel above the budget and affects funds in three appropriation 


tems, namely, “Military Personnel” “Maintenance and Operations 
ied | “Reserve Personnel Requireme nts”. It is the Committee's belief 
1: Mm tat the amount of approximately $17 million excess requirements 
~_. fag ‘ius generated in the former two items can be readily absorbed within 
“* _ Bg ‘Le totals recommended. In the case of the item for ‘Reserve Per- 


wnnel Requirements”, the Committee recommends no change in the 


suimate 
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FINANCIAL PROPERTY ACCOUNTABILITY 


The Committee looks forward to more accurate budgetary preso, 
tations in the future resulting from the adoption of a new fi: 


property accountability system in the Department of the Arm, 
This new system, tying physical inventory and money value toveth 
for the first time, should be reflected in more accurate knowl 0 
inventories, better control of inventories, more effective purchasing 
and a general reduction in the volume of goods carried on the shelf 
The development of such a system has been long overdue in the Arm) 
and that is particularly true of overseas installations where inventom 
and inventory controls systems often have been either ignored or s 
sloppily administered as to be of negligible value. Under thy 
system, incidents such as occured in Austria, where $300 Arctic heat 
kits were received for installation in Army automobiles when thy 
requisitioned had been an ordinary civilian type automobile bh 
at a cost of about $25, should not take place. 


MANPOWER UTILIZATION 


In the course of the hearings, the Committee noted several insta: 
in which the numbers of military personnel budgeted for supp 
service, and administrative activities in fiscal year 1955 was 
than the numbers estimated in fiscal year 1954, in spite of a genera 
reduction in military manpower of about 11%. In additio1 
there were other instances of assignments to such activities whe 
the decreased numbers were not in proportion to the general red 
Recognizing that many such activities are not directly related to thy 
overall manpower strength, the Committee is nonetheless perturb 
at the apparent failure to effect a full measure of reduction in m 
personnel assigned to routine non-combatant duties. 

In direct contrast to the seemingly over-stated need for militar 
personnel portrayed in the estimates, the Committee was higl 
gratified to receive a report on the reviews of Tables of Organizatio 
which reviews have been underway for some time, largely | at 
insistence of the Committee. It was reported that during calenda 
year 1953, nearly 49,000 military spaces, or positions, in the fields of 
fillers, mess pe ‘rsonnel, orderlies, dispatchers, etc., were eliminated, 
and that additional studies, under way or recently concluded, have for 
consideration approximately 30,000 more military positions. Th 
great strides made, and the studies under way appear to conflict wit! 
the budgetary presentation, and the Committee strongly urges that 
this field of manpower utilization be continuously and critically ex- 
plored to obtain the maximum combat force from the minimum uni- 
formed persons. In addition to the achievement of more effecti\ 
fighting strength, the manpower studies may also lead to direct 
economies, since one obvious alternative to military manpower is th 
use of more civilians whose annual cost is considerably less, on th 
average, than that of the man in uniform. 

The Committee is concerned about another area in the utilizatioi 
of manpower, where it feels that an increase in the numbers of mili- 
tary personnel assigned might well be justified. In recent years 
the numbers of military men assigned to the junior Reserve Officers 
Training Corps program has been ‘dec ‘reased, and the budget estimat 
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makes no reference to an increase. The Committee suggests that 
Army might find it possible to utilize some of the spaces, found 
ssary elsewhere, in the sphere of high school R. O. T. C. in- 
ruction, particularly where the local community vigorously supports 
1e program. 
' Miuirary PERSONNEL 


he Committee recommends an appropriation of $4,150,479,000, a 
reduction of $60,821,000 in the estimate of $4,211,300,000, and 
$558,380,000 below the amount appropriated in 1954. The amount 
of the reduction in the estimates consists of three major factors, (1), 
tions volunteered by the Army in the amount of $40,942,000; (2), 
an elimination of $6,534,000 representing dollar equivalent of forei gn 
credits no longer required because of the action of the Committee on 
Section 727; and (3), actions taken by the Committee totaling 
$13,345,000. 

This ee title covers the pay, allowances, individual 
loth , permanent change of station travel costs, and subsistence 

f Army iy personnel and various other costs directly concerned with 
military personnel, such as expenses incident to the movement of 
troop detachments, expenses of apprehension and delivery of deserters, 
et: 


» Committee reductions are two, the first being a decrease of 
¢5.000,000 in the $483,153,000 estimated for subsistence on the basis 
of testimony that the cost factors for losses in storage, in transit, and 

commissaries can be improved. The second item is a decrease of 
$8,345,000 in the $166,900,000 estimated for the cost of permanent 
change of station movements of individuals. This reduction is made 
on the basis that the Army can and should improve its position with 
respect to the stabilization of assignments. In an effort to analyze 
this item, the Committee noted that materials required by its analysts 
were not forthcoming in time to be of value, having been delayed by 
apparent administrative red-tape within the Army. 

Language covering several functions has been deleted here and is 
added to the appropriation ‘‘ Maintenance and Operations’ since such 
location is more In keeping with the character of the items which are: 

1) courts, boards and commissions, (2) welfare, recreation and in- 
formational services, (3) educational services, (4) civilian clothing for 
discharged prisoners, (5) medals and awards, and (6) chaplains’ 
activities. 

MAINTENANCE AND OPERATIONS 


The amount recommended by the Committee, $2,792,179,000 is a 
decrease of $524,421,000 from the estimate of $3,316,600,000 and 
is $1,550,821,000 less than the amount appropriated for 1954. The 
reduction recommended consists of three parts, (1) a total of 
$144,761,000 volunteered by the Army, (2) $264,467,000 in foreign 
credit equivalent, resulting from the provisions of section 727, and (3) 
$115,193,000 in Committee actions. 

Items financed through this appropriation include administration 
and rents at the seat of government; medical, dental, and other health 
care; information and educational services; recruiting expenses; 
transportation services; engineering planning; purchase of ambulances; 
hire of passenger motor vehicles; field exercises and maneuvers; and 

H. Rept. 1545, 83-2——3 
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many other matters of routine maintenance and operating cost to th, 
Army. 

The specific recommendations of the Committee include a decreas, 
of $142,000 in the Army cost of printing done at the Govern ment 
Printing Office resulting from a 5 percent reduction in the labor rates 
there, to which the Army agrees. The other major areas of Com 
mittee action are as follows: 

Activity Re 
Evaluation system__.___- . ‘ 
Training (including a 20 percent decrease in the estimate of $500,000 
for training at civilian institutions) ; 3, 500. N00 
Supplies and Minor Equipment (including an estimated additional 


5500, 000 


$12,500,000 in stock fund credits available) - ‘ .-.. 59, 500, 000 
Procurement operations : --. 5, 000, 000 
Supply, distribution and maintenance aoe 16, 000. N00 
Joint projects (including $2,500,000 in the testing program of the 

Armed Forces Special Weapons project ; 2. 623. 000 
Army-wide Services: 

Administrative 4 " 2. 950. 000 
Logisties :: 7, 620. 000 
Medical Care j bis 538. 000 
Installation Support 
(Administrative (security guards ec _. 2 500. 000 
Logisties ae aco m2 17a.cee 
Other Operational Activities sj ti es i? 12, 146, 000 
Of the amounts noted above, the Committee wishes to direct 


especial attention to certain specific items, such as recruiting (Army- 
wide Services, Administrative), where $200,000 of the reduction 
recommended is on the basis that the sponsorship of television pro- 
grams be either eliminated or that the quality ot the shows improve. 
The Committee was not impressed by the programs currently being 
sponsored, feeling that they are not of sufficient merit to attract 
recruits. Further, the Committee is definitely of the opinion that if, 
the Army feels it necessary to compete with private industry in the 
entertainment business, it should do better than it has done. 

The decrease recommended in the Medical Care item reflesct 
reported modest reduction in the cost of medical supplies below the 
prices used in the computation of the budget estimates. 

Under the heading “Installation Support, Administrative’’, the 
decrease is directed at the budgetary program for the hire of security 
guards at overseas locations. Testimony indicated that these guards 
were granted what appears to be more liberal leave allowances than 
employees of the United States classified civil service receive. In 
addition, although not reflected in the estimates for this activity, the 
numbers of military personnel assigned to the security guard program 
appears to warrant investigation. 

The Committee directs that the budgeted activities under the title 
“Installation Support (Logistics)’”’ be reviewed and reduced by the 
sum of $20,000,000 in addition to the decrease of $2,174,000 noted 
above, and that the $20,000,000 be earmarked for, and used exclu- 
sively for, the deferred maintenance program. The Committee, in 
reporting the appropriation bill for 1954, recommended $5,000,000 be 
applied to the deferred maintenance program, yet the budget presented 
for 1955 contained no estimate for this very vital activity. The 
amount herein directed to be applied will accomplish approximately 
one-fifth of the pending backlog, and the backlog will continue to 
increase without this type of action. 
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The budgetary program entitled “Other Operational Activities”’ 
neluded $21,146,000 for the hire of Koreans as mess personnel, con- 
+ruction labor, and service personnel of various kinds. It would 
ypear that, with the cessation of combat, a great portion of the work 
vhich was done by these Koreans has been accomplished. If, as may 

ll be the case, the employment of such numbers of native citizens 

necessary to assist in the support of the Korean economy, then the 

sts should be borne by some more appropriate relief and rehabilita- 

n agency than the United States Army. The Committee has 

lowed $9,000,000 of the requested amount for such services as are 

| esse ntial for the benefit of the Uaited States Army forces only. 


Minirary Construction, Army RESERVE ForcEs 


The Committee recommends $15,000,000, the full amount of the 

leet estimates, and an increase of $5,906,000 over the amount 

propriated for 1954. Language has been included to exempt from 

e statutory matching of funds by States, the funds for non-armory 

struction. Similar language was included in 1954 under the head 

{rmv National Guard’’ 

(he Committee was gratified to learn that the programs for armory 
nd non-armory construction are at last moving rapidly forward, for 

imple, the rate of obligation of funds in the month of January was 
arly $1.1 million, however, subsequent information indicates that 
the rate has increased to nearly $1.8 million per month, and as a 
msequence the budget estimates may be realized. 

Funds provided under this heading are available until expended, 
nd the estimates indicate that nearly $23.0 million of previously 
:ppropriated money will be available as of June 30, 1954, for the 
fiscal year 1955, in addition to the amount recommended in this bill. 


RESERVE PERSONNEL REQUIREMENTS 


The Committee recommends an appropriation of ry 000,000, the 
umount of the budget estimates, and an increase of $4,500,000 over 
le sum appropriated for fiscal year 1954. 

Testimony indicated that in the various budgetary review processes 
n error in calculation was made which resulted in the estimate being 
nderstated by slightly more than $1.8 million. It was also stated 
that, as a result of the change in policy with respect to the commis- 
ung of R. O. T. C. graduates, the amount of $960,000 would not 
‘required. In recommending the amount of the official budget 
quest, the Committee is in effect reducing the funding requirements 
y the difference between these two figures, or nearly $900,000. 

It is gratifying to note that after a period of failing strength, the 
\rmy Reserve forces are now approaching the estimated position in 
terms of numbers of persons in inactive duty pay status. Compara- 
tive strengths, in this category follow: 





Number in pay status as of 


sedi estimate. 
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The Committee feels that, although there may be areas whereiy, ¢) 
estimates are susceptible to modest ‘reduc tions, any savings that 
be achieved should be applied to the pay, for two w eeks active trainiy 
duty, of those reservists whose residence is so far removed from 
reserve unit as to prohibit their attendance at weekly or semi-month) 


drills. This proposal conforms to the recommendations of the R¢. 
serve Officers Association. 


a 


Army NATIONAL GUARD 


The amount of the budget estimate, $218,530,000, is recommend 
for appropriation, ‘This is an increase of $8,495,000 above the amount 
appropriated for 1954. j 

Recent gains in the strength of the National Guard have been most 


encouraging, and indicate that the budgetary proposals will be mor 
nearly realized than for some time past. Strength data are sum. 


marized as follows: 


Army National Guard strength 


Requested Approved 


1953 | 
Opening - | 25, 000 | 225, 000 
Closing Homaens 362, 000 | 300, 000 9 
ee ------ wen <9 een eee | 293, 500 | 262; 500 2 
1954 | 
Opening rin a exh i ea tileneataabiealisda to wdobttine Shemado | 265, 000 | 265, 000 | 255, 887 
Feb, 28, 1954 aie - nasieridads | 292 4 
Closing ; ‘ << 300, 000 300, 000 | 0 0 
BID ieiice caddnctses — a 282, 500 282, 500 
1955 
Opening -- . ‘ to 300, 000 f....--- 
Closing od ; 325, 000 
Average... ie Be Mc ncwdcces | 
| 


1 Estimated. 


Because there are pending a study and recommendations on all mil- 
itary reserve forces, because of the role the National Guard in th 
antiaircraft continental defense, and in addition because of the in- 
creasing Guard strength, the Committee is recommending no decreas 
in the budget estimates. 


RESEARCH AND DEVELOPMENT 


The Committee recommends the appropriation of $345,000,00 
the same amount as appropriated for 1954, and a decrease of $10,- 
000,000 in the estimates. 

With a tendency toward decreasing emphasis on warfare by con- 
ventional mass armies, with a decrease in the military personnel 
strength of our own Army, and with new weapons and on es of 
literally unthought of possibilities, the maintenance of a sizeable re- 
search structure is of primary import ince. 

The amount of the reduction in the estimates is modest, particular! 
in view of the presently estimated unobligated balances as of June 50 
1954, of nearly $44.0 million. 
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NATIONAL BOARD FOR PRomorTION oFf RIFLE PRACTICE 


The Committee recommends appropriation of $100,000, the amount 
f the budget estimate, and the same amount as was appropriated 
for fist il year 1954. 

The Committee is gratified to learn that, as a result of its recom- 
tion last year, there has been increased emphasis placed on 
arksmanship training of younger men, the junior groups in ages 
7 years. As stated previously, the Committee believes that the 

truction of this younger group in the elements of handling of arms 
;a significant aspect of the program of the Board. 


ALASKA COMMUNICATION SYSTEM 
OPERATION AND MAINTENANCE 


The Committee recommends appropriation of $4,235,000, a reduc- 
‘ion of $235,000 in the estimates, and $6,950,000 less than was appro- 
maton for 1954. The request for fiscal year 1955 is for normal, 
itine maintenance and operating costs of the system. The appro- 
riation for 1954 of $11,185,000, contained slightly over $7,000,000 
construction items which are non-recurring in nature. The 
amount recommended for 1955 is thus a very modest increase over the 
comparable amount contained in the 1954 Act. 
Me Committee was gratified to learn of the long overdue com- 
‘ial rate increase which brings service charges more in line with 
rates charged by private enterprise for similar services. The Com- 


mittee is extremely disappointed that there have been no concrete 
results from its previous recommendation that the Alaska Communica- 
tion System be placed on a more businesslike fiscal structure. 


ReEDUcTIONS IN APPROPRIATIONS 
PROCUREMENT AND PRODUCTION 


The Committee is recommending the rescission of $500,000,000 of 
the funds previously appropriated under this heading. Out of these 
inds, appropriated annually since 1951, but without time limit as to 
availability, there were estimated to be available in fiscal year 1954 

total of $6,387,589,807 including reimbursements and amounts 
resulting from reductions in contracts. Of the funds available in 
fiscal year 1954, it is the Army plan to obligate $2,300,000,000, 
leaving the sum of $4,087,589,807 to be carried over into fiscal year 

955. In the 1955 fiscal year, additional amounts totalling $650,000,000 
vill become available by reason of reimbursement or contract reduc- 
tions, and the planned obligations for that year amount to 
$2,500,000,000. Thus, at the end of fiscal year 1955, on June 30, 
1955, the budget estimate predicts that there will be unobligated 
lunds to be available in fiscal year 1956 in the amount of $2,237,589,807. 

The Committee, in recommending rescission of the $500,000,000, 
recognizes that it might have recommended a greatersum. However, 
he Army feels, and the Committee for the present concurs, that it 
is desirable to leave a substantial dollar amount available to the Army 
so that it may have the benefit of knowledge that funds are available 
when developing or negotiating the purchase of long-lead time articles. 
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It should be understood that any additional resources, in the for 
greater carryover at fiscal year 1954 end or developed in any oth 
manner, excess to the programmed obligations for fiscal year 9;- 
should be placed in reserve for the fiscal year 1956. ; 

In rescinding only $500,000,000 of Procurement and Prod 
funds, the Congress is, in effect, giving approval to the oblig 
program which the Army has indicated as desirable to maj 
prescribed military readiness position. It should be recognized. ho 
ever, that this form of approval is as to policy, and does not exte 
to the specific details supplied for the use of the Committee in rey 
ing the program. ‘There are, indeed, a number of individual 
listed in the classified justifications the military necessity for 
is of speculative urgency. 


ARMY STOCK FUND 


In spite of a rescission of surplus cash in the amount of $285,000 


accomplished in the appropriation Act for 1954, the Army Stock Fur The 
is again in an overcapitalized position. This results in part fro 00.00 


better control of inventories, in part from the sale of inventories not 


. ° ° > s new 
requiring replacement, and in part from the retention of cash no over 1 
required because of cessation of hostilities in Korea with conseq nriatic 
reduced requirements. The recommended rescission of $300,000,00 of mili 


is from a present estimate of unallocated cash position in excess of The 
$320,000,000 and which may be expected to increase, xcerp 
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TITLE V 
DEPARTMENT OF THE NAVY 
SUBCOMMITTEE 


RICHARD B. WIGGLESWORTH, Massachusetts, Chairman 


»C, OSTERTAG, New York HARRY R. SHEPPARD, California 
GENERAL STATEMENT 
BASIS OF COMMITTEE BILL 


The budget estimates for the Navy and Marine Corps total $9,915,- 
00,000, of which $45,000,000 is liquidation cash and $9,870,000,000 
is new Oobligational authority. This is a net increase of $476,690,000 
over 1954 appropriations of $9,438,310,000. Corresponding appro- 
priations for 1953 totaled $12,842,460,000. All amounts are exclusive 
of military public works. 

The basis of the Navy budget is well summarized in the following 
excerpt from the statement of the Secretary before the Committee 
on February 9, 1954: 


The Navy Budget which I am recommending for your approval amounts to 
$9.87 billion and is designed for the specific purpose of continuing the improve- 
ment of the combat strength in our Navy and Marine Corps. Our Budget for 
1954 was $9.36 billion. While the funds requested for fiscal year 1955 are ap- 
roximately $500 million more than appropriated for fiscal year 1954, the increase 

funds requested for procurement of aircraft and ships amounts to nearly $1 

This indicates that in the areas of personnel, maintenance, and opera- 
n, substantial savings will be made. Such a distribution of funds which we 
requesting is the result of our efforts to increase military strength while at 
same time to reduce the supporting costs. 


At another point, the Secretary said: 


We are building up the fighting strength of the Navy and Marine Corps, par- 
cularly our air power, by employing new weapons and equipment and through 
better organization and utilization of our manpower. 


SUMMARY OF COMMITTEE BILL 


The Committee recommends a total of $9,705,818,500, all but 
$34,000,000 of which is new obligating authority. This is a reduction 
of $209,181,500 below the estimates. It is, however, for the reasons 
indicated in the above excerpt from the Secretary’s statement, in 
excess of 1954 appropriations by $267,508,500. In addition, the 
committee recommends rescissions totaling $225,000,000 from the 
Navy and Marine Corps stock funds. 

As explained later herein, all research and development funds have 
been consolidated into a single appropriation which will put the 
Navy on the same basis as the Army and Air Force. 

The several items making up the $209,181,500 reduction are 
explained in subsequent paragraphs, but it may be said here that 
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they will in no way reduce the size or adversely affect the capabilities 
of either the Navy or the Marine Corps. In broad outline, th, 
budget and the bill provide for 

Active fleet—Operation of 1,080 ships and vessels in the actiy, 
fleet, a reduction of 46 from the number operating in 1954. Those 
consist of escort carriers no longer required for the Korean operatioy 
and some auxiliary and other supporting vessels. The fleet y 
continue to grow in combat power, however, by deliveries of ney 
ships from previously funded construction programs. Current man- 
ning levels of 80 percent officer and 87.5 percent enlisted (100 percent 
for ‘submarines), based on wartime complements, will be continued 

2. Shipbuilding Continued construction is provided for to prevent 
mass obsolescence some years hence. The 1955 program embraces 
construction of 30 ships of all classes, including a fourth / 
carrier and a third nuclear-powered submarine, plus 1,040 landing and 
service craft, and the modernization of 17 ships. Provision is also 
included for continued upkeep of the ‘‘mothball” fleet of approxi- 
mately 1,400 ships as an important mobilization reserve. 

3. Operating aircraft—Operation of the currently authorized (and 
actual) strength of 9,941 operating aircraft. Combat capabilities of 
the air arm will continue to improve during 1955 through delivery of 
more modern, higher performance aircraft funded under prior procure- 
ment programs. 

4. Aircraft procurement.—The aircraft procurement program has 
as its primary purpose the modernization of the authorized operating 
force of 9,941 aircraft. The amount recommended, when added to 
the substantial unexpended balances previously appropriated, is 
estimated to provide 87 percent modernization by December, 1956, 
which is the end of the funded period. Presently, the air operatin 
forces are about 45 percent modernized. 

Marine Corps.—The bill provides for continuation of three 
ers divisions and three combat air wings, at full strength 

. Military Personnel —The «? provides for an end fiscal year 
195 5 strength of 682,000 for the Navy and 215,000 for the iy ne 
Corps. For the Navy, this is a reduction during the year of approxi- 
mately 52,000 personnel, made possible in part by the decision to 
reduce the active fleet by 46 vessels and by reductions in various 
fleet support areas. As previously noted, current fleet manning levels 
are not affected. Marine Corps personnel strength will drop by 10,000 
during the year. Despite this overall reduction, however, the plans 
show that the Fleet Marine Force will increase about 6,300 personnel 

7. Civilian Components.—Funds are included in amounts sub- 
stantially above 1954 appropriations in order to permit expansion 
and strengthening of Naval and Marine Corps Reserve organizations 
as vital elements of national defense. 


Minrrary Personne.t, Navy 


This appropriation covers pay, allowances, and related expenses 
associated with military personnel on continuous active duty. The 
budget is in the amount of $2,427,000,000 and the Committee recom- 
mends $2,417,000,000, a reduction of $10,000,000. 

The following table reflects certain statistics as to numbers of 
military personnel: 
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74. 000 
603, OOO 


682, 000 
xcludes midshipmen and aviation cad 


These figures represent a reduction of approximately 52,000 during 

These reductions are made possible i in part by the decision to 

ice the size of the active fleet by 46 ships, and by retrenchment in 

us fleet support areas. Current manning levels of 80 percent for 

ers and 87.5 percent for enlisted, with 100 percent complement for 
submarines, will be maintained. 

The Committee reduction consists of three items, namely, $769,800 
ing an overstatement of costs arising from failure to take account 
of recent MSTS rate reductions; $3,644,800 in the item for permanent 
hange of station travel; and $5,585,400 in the nature of a general 
reduction Which it should be possible to absorb in an item of this size. 

Reductions have been made in funds recommended for all services 
for permanent change of station travel. There has been far too much 
shifting of military personnel from one place to another with all the 
attendant costs of travel, household goods, dependents, etc. It has 
been discussed in the hearings for a number of years but, seemingly, 

tmuch improvement has been made. The Committee has decide d 

)attempt to force some improvement by means of a budget cut which 

the case of the Navy is the aforementioned sum of $3,644,800 
Further facts will be sought on the subject in the 1956 hearings. 


Minirary PERSONNEL, NAVAL RESERVE 


This appropriation covers pay and allowances and related costs of 
Naval Reserve personnel participating in reserve training programs. 
lhe Committee has approved the estimate of $78,100,000 which is 
approximately $11.9 millions more than estimated obligations in 1954. 
The full amount has been granted in view of the importance of the 
reserves to adequate manning of the Navy in time of mobilization. 

It appears that there is re ‘asonable prospect of reaching the strength 
goals on which the 1955 budget is based. There were 135,400 e nrolled 
a drill pay units as of December 31, 1953. The plan is to increase 
a t enrollment to 147,400 by June 30, and further to 161,600 by 
June, 1955. 


Navy PERSONNEL, GENERAL EXPENSES 


This appropriation covers numerous support activities relating to 
military personnel, including training, recruiting, distribution, welfare 
nd officer candidate programs. The estimate is $76.000,000. The 
Committee recommends $74,970,000, a reduction of $1,030,000. The 
latter amount consists of: (1) $20,000 assigned to recent Government 
Printing Office price reductions; (2) $450,000 representing transfer of 
reses vie funds to the consolidated appropriation; (3) $60,000 against 
the item for expenses of enrolling officers for postgraduate instruction 

H. Rept. 1545, 88-2—-—-4 





26 DEPARTMENT OF DEFENSE APPROPRIATIONS, 1955 


at civilian schools; and (4) a general reduction of $500,001 
applied in such manner as the Department deems best. 

With respect to the postgraduate study item, the budget in, 
$296,000 for expenses of 305 officers at a number of universit 
courses in a wide variety of educational pursuits. For the past ty, 
vears a limitation has been in the bill prohibiting use of fun ids for 
education of officers in law subjects. It is the feeling of the Committe, 
that the departments have gone somewhat afield in respect to thy 
of courses covered and the reduction of $60,000 is designed to for 
more critical examination and screening of the various enroll: 


MARINE Corps 
MILITARY PERSONNEL 


This appropriation covers pay, allowances, and associated expenses 
pertaining to active duty personnel. The Committee recommends 
$612,180,600 against the budget estimate of $614,000,000, a fades 
of $1,819,400. The following tabulation reflects some figures 
personnel strength: 


10] 


as 





es Fiscal year 1955 estimate 

a (esti Actual, al Na ras ; 

Sea Dee. 31, 1953 l 

an Begin | Average I 
— . - seo 
Officers... - 18, 670 | 19, 286 18, 828 18, 780 &7 
Enlisted... 222, 869 224, 537 206, 193 201, 220 ¥ 
= me : 
Total_. nisin aap 241, 539 | 243, 823 225, 021 | 220, 000 
j 


These figures show a reduction during 1955 of 10,016 in “on board 
strength, with a reduction of 21,539 in average strength as compared 
with 1954. Although the ove ‘rail plan calls for a decrease of approxi- 
mately 10,000 personnel during 1955, an increase of about 6,300 is 
projected for the Fleet Marine Force which is the combatant ele- 
ment of the Corps. 

The reduction of $1,819,400 consists of three items: (1) $476,200 
overstatement of costs due to failure to reflect the latest MSTS rates; 
(2) an overstatement, through error in calculation, to the extent of 
$769,200 in the budget item for subsistence; and (3) a reduction from 
$1.08 to $1.06, amounting to $574,000, in the daily ration rate (ashor 
US) based on current actual feeding costs of just over $1.05; th 
Committee sees no reason to project an increase over current experi- 
ence. 

MILITARY PERSONNEL, MARINE CORPS RESERVE 


This item covers pay, allowances, and related costs of Marine Corps 
Reserve personnel participating in reserve training programs The 
sum of $16,750,000 is recommended, a reduction of $350,000, but som 
$3,870,000 more than estimated obligations in 1954. Analysis of th 
figures discloses that there will probably be some slippage in regard 
to attaining the higher enrollment goals on which the estimate is based 

There were 24,146 in drill pay units on January 31 last. The budg 
assumes that that number will be 30,550 by June of this yea 
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(0 by June 30, 1955. The Committee reduction is not intended 
rfere with attainment of those goals. 


MARINE CORPS TROOPS AND FACILITIES 


The budget for this item is $176,700,000, against which the Commit- 
tee re ommends $167,994 500, a reduction of $8,705,500. Of the latter 
mount, $2,000,000 represents transfer of research funds to the con- 
solidat od ‘appropriation for that purpose. The Committee has im- 
posed two other reductions, one of $5,500 against the amount for 
postgraduate instruction of officers discussed under the item “Navy 
Personnel, General Expenses’, and a further sum of $6,700,000 based 

the fact that maintenance and operation costs during the current 

ir are now estimated to be about $20 millions less than what 
they were when the 1955 budget was made. It appe ars that a mini- 
uum of $6,700,000 of these savings will be of a recurring character 

day-to-day operations in 1955. This antic was not fully con- 

dered when the 1955 estimate was developed. 

Included in the amount recommended is $10,000,000 for a special 

pose which there is perhaps better than an even chance will not 

to be taken care of out of this appropriation. In view of the 
ure of the contingency provided for, the Committee has decided 

'leave the amount in the bill. It will be expected, of course, that 
he funds will be impounded if not required for the purposes for which 
appropriated. 

MARINE CORPS PROCUREMENT 


This is the military “‘hardware” appropriation for the Marine Corps. 
The budget estimate for new funds is in the sum of $143,500,000, in 
addition to which it was estimated that. $95,700,000 in unobligated 
funds would carry over from 1954, making a total of $239,200,000 
ivailable for obligation in 1955. The Committee recommends 
129,974,000 in new funds. The reduction of $13,526,000 is in two 
arts. Latest information available indicates that the unobligated 
arryover will be at least $5,000,000 more than was projected, which 
would make that much more available for obligation in 1955. In 
dition, examination of a number of procurement items budgeted 
n 1955 discloses that unit prices used in the computations exceed 
urrent procurement prices, the aggregate of these excesses being 
88,526,000 with respect to the several items examined. 


AIRCRAFT AND FACILITIES 


is appropriation finances operating costs of Naval and Marine 

lation, including fuel, overhaul, training, air reserves, and mainte- 
nance and operating of stations and other facilities. 

The Committee recommends $775,895,500, which is $195,204,500 
below the estimate of $971,100.000. ‘Transfer of research funds 
accounts for $177,940,000 of the reduction. Deletion of excess re- 
quirements budge sted for penalty mail and printing costs accounts for 

+,500. ‘The major item of reduction, $17,000,000, is based on an 
analysis of revised estimates of operating costs during the current 
vear. Briefly, when the budget was in preparation, it was assumed 
that all currently available funds would be obligated during 1954. 
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The Department has recently indicated that approximately §57 
million will not be so used. A breakdown of that unobligated 
reveals approximately $22 millions in the areas of station operat 
flight operation costs, and overhaul expenses. These ar 
where savings achieved on a day-to-day operating basis will 
themselves into future periods. Since the savings realized we: 
taken into consideration when the 1955 budget was prepared, th, 
Committee believes that a minimum of $17,000,000 can safely }, 
removed from the 1955 request without curtailing planned air opera. 
tions. 

AIRCRAFT AND RELATED PROCUREMENT 


The bill includes $1,973,568,000, or all but $13,432,000 of the budge; 
estimate of $1,987,000,000 under this head. This is one of the ty 
items in the bill for the Navy which reflects a substantial increase oye 
the 1954 appropriation. In this instance, the increase is occasioned 
in major part by the fact that while the total number of aircraft being 
procured in 1955 and 1954 are about the same, the 1955 program 
cludes a much larger number of more expensive types. 

The Committee reduction of $13,432,000 represents removal of a 
amount equivalent to the unobligated portion of funds provided in 
prior years for expanding plant facilities for missile production. Testi- 
mony by Navy officials with regard to need for these funds in 1955 was 
replete with indications of uncertainty. The discussion in the heari 
typifies another of those unpleasant instances where it is necessary to 
laboriously extract information from witnesses on matters pending by 
fore the Committee. Vacillation, and lack of candor, in responding to 
committee questions do nothing towards promoting confidence in 
officials who have responsibility for administering the expenditure of 
appropriated funds. It is unfortunate that witnesses, in response to 
committee interrogation, sometimes seek to come in through a side 
door when the front door is open. 

The primary objective of the current aircraft procurement program 
is one of modernization rather than expansion of the authorized 
operating forces. Large numbers of aircraft have been funded in 
prior years but are yet undelivered. It is estimated that on July | 
1954, there will be at least $6.2 billion unexpended in this appropria- 
tion which, in combination with the $1.97 billion recommended in the 
bill, will finance production at scheduled rates through December, 
1956. This means that modernization, and thus combat effective- 
ness, will progressively increase between now and that time. The 
proportion of first-line planes in relation to requirements is now about 
45 percent; that should increase to 57 percent by December, 1954; to 
64 percent by December, 1955; and further to 87 percent by December 
1956. 

The Committee was advised in the hearings that a previously 
funded program for conversion of medium transport planes had been 
canceled out because of unfavorable price circumstances. If the 
pending appropriation is approved, there will be a total of $41,393,000 
available as a result of that decision. It is suggested that this money 
not be diverted until the proposal of the Navy with respect to the us 
thereof has been cleared with the Committee. 


1 


It is pointed out that the number of new aircraft funded in 1954 and 
1955 are considerably less than the number expected to be produced 
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nd delivered to the Navy in those years. The backlog of undelivered 
nes financed in prior years is being reduced. It is pertinent to 
that the number funded in 1955 is somewhat below the number 
stimated by the Navy to be required annually on a level basis to 
n currently authorized forces in a fully modernized condition, 
In er words, the appropriation in future years will have to be 
nsiderably higher than $1.97 billion. This points up two matters 
f some concern to the Committee, having to do with the length of 
the logistic aircraft pipeline and the extent of funding of spares, and 
particularly spare parts, concurrently with procurement of new 
craft to which they relate. 

\s to the pipeline situation, figures available to the Committee 
show that about 25 percent of the total active aircraft are in a non- 
perating status at any given time. This holds true for both first 

| second line planes. When it is considered that rapid technolog- 
al advances and developments keep the first-line life of present day 
reraft somewhat short, thus repeatedly generating new requirements 

ore modern replacements, it is important from a budgetary 
standpoint to do everything reasonably possible to reduce the number 
first-line planes constantly in the non-operating pipeline. The 
mmittee has not had an opportunity to fully explore all facets of 
the matter but has the feeling that this mav be an area where some 
hanges in procedure and concept might yield important savings, and 
nds to pursue the subject in connection with the 1956 presentation. 

The matter of funding of spares and spare parts was discussed in 

hearings a year ago, and has been further considered this vear. 

s is another area in which the Committee plans to examine quite 
thoroughly in view of (a) the large inventory of spares and spare parts 
1 hand or funded, (6) the rapid aircraft obsolescence factor men- 
tioned above, and (c) the apparent differing funding methods em- 
ployed as between the Air Force and the Navy. 


SuHips AND FaAcILitTies 


This is the maintenance and operation appropriation for the active 
and reserve fleets and the Naval reserve fleet, including extensive 
shore support facilities. 

The Committee recommends $818,681,000, a reduction of 
118,319,000 below the estimate of $937,000,000. The research and 
development transfer accounts for $66,814,000 of the reduction and 
nother $45,000,000 is accounted for by a special program which the 
Department now advises will not be carried out. In addition, 
‘6,500,000 has been deleted in view of committee action on the 
general provision relating to use of foreign currencies. The amount 

commended is an increase over comparable 1954 obligations pri- 
marily because of priority requirements in the areas of electronics 
and mine countermeasures, and the inclusion in this budget for the 
frst time of financing of ocean weather stations heretofore appro- 
priated directly to the Coast Guard. 


CONSTRUCTION OF SHIPS 


_ There are two estimates in the budget under this heading, one for 
$57,600,000 for repricing of the 1948-1951 shipbuilding programs and 
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$11,000,000 for liquidation of obligations incurred under prior ; 

itv. The Committee has approved the $57,600,000 item ink S08 | 
need for appropriating, at this time, the $11,000,000 request in yi 
of the fact that adequate funds will be available to meet estima; 
expenditures without it. 


SHIPBUILDING AND CONVERSION 


The appropriation “Shipbuilding and Conversion’? embraces th, 
fiscal year 1952-1955 programs. The sum of $720,000,000 wa 
appropriated in 1954. The budget for 1955 is in the amount of 
$1,042,400,000, which the Committee recommends for approval! 

Of the total, $182,571,000 is for further repricing of the 1952 
program and initial repricing of the 1953 program to take account 
cost increases and design changes between the original costing dates 
and April, 1953. Another item is $3,537,000 for advance financing 
of detailed plans and specifications. The main item, $856,292,000, js 
for the 1955 shipbuilding and conversion program consisting of con- 
struction of 30 ships, 1,040 landing and service craft, and conversi 
of 17 ships. 

The amount for the new program is the 1955 installment of the 
post-World War II program designed to keep the fleet in a reasonab| 
modernized condition and thus maintain and improve its fighting 
capabilities. A fourth carrier of the Forrestal class is included; also 
a third nuclear powered submarine. A complete list of the ships a: 
craft is shown on page 518 of the hearings. 


ORDNANCE AND FACILITIES 


The bill includes $457,436,000 under this heading, which | is 
$168,764,000 below the estimate of $626,200, 000. As will be noted 
from the following, the Committee has in reality approved the full 
ordnance procurement, maintenance, and operation programs as 
proposed in the Budget. 

The reduction includes $125,033,000 transfer of research and 
development funds to the consolidated account. It also includes an 
item of $30,000,000 volunteered by the Department after close of the 
hearings. A reduction of $734,000 has been made in the amounts 
requested for penalty mail and printing costs based on a showing that 
the requests were excessive. The remaining portion of the cut, 
$12,997,000, represents overfunding or overpricing of several procure- 
ment items as disclosed by analyses made by the Committee, 


Mepicat CARE 


The Committee recommends $63,600,000, which is $6,700,000 less 
than the estimate of $70,300,000. The sum of $4,400,000 is merely 
transfer of the research and development funds. The remaining 
$2,300,000 is the actual reduction, explained below. 

The sum of $225,000 is attributable to overstatement of require- 
ments for penalty mail and printing costs. The remainder, $2,075,000 
is due mainly to overstatement of patient load in hospitals i in light 
of recent actual caseload experience. Without reciting all the details 
it is pointed out that the Department now estimates an unobligated 
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balance of 1954 funds some $9.6 million higher than when the budget 
was under preparation. Much of this is due to a lower patient load. 
The Committee has noted the statement of the Secretary, appearing 
age 13 of the hearings, regarding the matter of eliminating 
jlicate hospital facilities in the Panama Canal Zone. The Com- 
ttee expects this matter to be brought to satisfactory conclusion 
‘ithin a reasonable period of time. 


Civit ENGINEERING 


The sum of $103,294,000 is included for this item, a reduction of 
$13,506,000 from the estimate of $116,800,000. Of the total reduction, 
$3,296,000 represents transfer of research and development funds 

The sum of $38,100,000 included in the budget for procurement of 
certain large crane equipment has been deleted because it has since 
been determined that the cranes are obtainable without cost from 

Air Force. The item for penalty mail was overstated by $110,000 
nd that has been removed. The balance of the reduction, $7,000,000, 
has been made on the strength of the large unobligated balance 
expected in the 1954 appropriation which was not foreseen when the 
1955 budget was under preparation. Analysis of the factors con- 
tributing to this balance discloses that a minimum of $7,000,000 
represents operating economies in expenditure areas that should 
recur in future years. The tabulation on page 962 of the hearings 
cle arly discloses ‘the situation. 


RESEARCH AND DEVELOPMENT 


A total of $419,874,900 is included in the bill under this heading for 
the Navy and the Marine Corps. As shown by the table below, 
$413,404,900 is classified as research and development and $6,470,000 
is for somewhat related functions administered by the Office of Naval 
Research. Both basic and applied research funds are included 
Heretofore, basic research was carried in one appropriation while 
applied research and development funds were included in the various 
appropriations of the functional bureaus and offices. In view of the 
special interest in this subject matter, and in order to facilitate con- 
gressional consideration of funds for research and development on 
an overall basis, the Committee has decided to establish a single 
research and development appropriation for the Navy similar to 
those now provided for the Army and Air Force. Appropriate dele- 
tions have been made from the various Bureau appropriations. 

The language of all of. the appropriations for research and develop- 
ment in the entire bill has been revised so as to render it identical 
for the three military departments. While the basic law authorizing 
research and development activities in the Navy is in greater detail 
than that of the Army and Air Force, the revised language will in 
no way affect the authority of any of the departments in carrying 
out their authorized programs. 

The following table summarizes the picture as to Navy funds for 
research and development: 
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Research and development funds, direct and indirect costs 


{In thousands of dollars] 


| 1954 obliga- 


Appropriation 





tions (est) 
Aircraft and facilities _- da 187, 848 
Ordnance and facilities saeaet . 131, 604 
Ships and facilities a 63, 676 
Research (basic | 50, 286 
Medical care S 4) 476 
Service-wide supply and finance wwruwhes 700 
Civil engineering ‘ ii ‘ ‘ | 3, 346 
Navy personnel, general expenses___- » at atiat . 450 
Marine Corps troops and facilities. ia Redincde vane 2, 000 " 
Subtotals (as appropriated or budgeted). Secuiemmatoamanen an } 444, 386 
Committee reduction against research funds. -...................-- iad 
Subtotals for research eden - y "44, 386 | 
Add amount budgeted under “Research, Navy” for other than strictly | 
research purposes i sic oncdmanenion pales andeisigt nara ; 
Recommended in bill___. seinen ta os | a aod a7 ; rh 
=e Re AEN a ts EEL eee as RR | ERS IAS Force 
apy 
The Committee has reduced research and development requests o! of 
aie 
all of the military services. It is believed that with proper applicatio: f 
and regard for what is essential and what is not, the i i of a 
$21,758,100 will do no harm. On the contrary, the Committee is se 
convinced that there is further room for weeding out of projects and Th 
activities of doubtful value when viewed in light of the overall defense- ok 
. . 100 
wide research program. There are no hard and fast rules by whicl OF th 
e ae e . . . 1 Ul 
to judge the the minimum essential levels of support for research 4] 
conversely, of how to judge the maximum feasible supportable levels Pi 
However, a rigid screening of projects and further critical rey eth 
items of doubtful value should enable the Department to come wit! z 
the reduced total. 
SERVICE-WIDE SUPPLY AND FINANCE 7 
This appropriation includes a wide range of activities in the supply tinua 
and finance fields. Substantial reductions in funds and civilian em- June 
ployment in activities financed under this item have been made in J plan 
the past two years. ‘The budget proposes further cuts. Accordingly, and 
the only change recommended is to transfer the research funds 
amounting to $700,000. to the consolidated account. The remainder 
$340,300,000, is included in the bill. 
SERVICE-WIDE OPERATIONS 
This appropriation includes an assortment of activities, offices, and 
services for which the estimate is $108,625,000. The Committee 
recommends $103,625,000, a reduction of $5,000,000. Of this sum, wee 
$3,000,000 is for a special item which it now develops will not be "re 
needed in 1955. The remaining $2,000,000 is a general reduction to be In 
spread as the Department sees fit, with the exceptions noted below prog 
Some reduction can be made in the item for printing in view of the Nat: 
reduction in prices announced some time ago by the Government follo 


Printing Office. It is suggested that only two new Navy audit offices 
be opened in 1955 rather than four as proposed. This will allow the 
present offices and the two new ones more time in which to demon- 
strate concrete results. The Committee has no doubt that such offices 
if their efforts are properly channeled, can do a good job but the 
showing before the Committee thus far has not been too impressive. 





TITLE VI 
DEPARTMENT OF THE AIR FORCE 
SUBCOMMITTEE 


ERRETT P. SCRIVNER, Kansas, Chairman 


\N L. HRUSKA, Nebraska GEORGE H. MAHON, Texas 
GENERAL STATEMENT 


The bill includes appropriations for the Department of the Air 
Force in the amount of $10,819,310,000. In addition to the new 
app! ‘opriations there will be $4,058,600,000 carried over as unobligated 

nces of no-year funds, making the total available for obligation 

eon year 1955 $14,877,910,000. This is exclusive of appropriations 

for acquisition and construction of real property which will be pre- 
sented at a later date. 

— amount recommended for appropriation is $380,690,000, or 
about 3 percent, less than was requested in the budget estimates; 
Of this reduction about $116,000,000 resulted from cooperative efforts 
of the Committee and the Department. This leaves the actual 


Committee reduction at about $264,690,000 or slightly over 2 percent 
of the budget request. 


Arr Force ProGram 


The estimates as acted upon by the Committee provide for a con- 
tinual buildup of Air Force strength toward the goal of 137 wings by 
June 30, 1957. None of the reductions made will interfere with this 
planned orderly growth. The phasing of this buildup in wing strength 
and related military manpower is as follows: 


Wing strength 
30, 1954 ; 115| June 30, 1956_- 
30, 1955 120 | June 30, 1957_- 
Military personnel 
{In thousands} 
30, 1954 955 | June 30, 1956_ 
» 30, 1955 970 | June 30, 1957__ 


In addition to the regular wing strength shown above the Air Force 
> a> So 
program calls for filling out as near as possible and maintaining Air 
National Guard and Air Reserve wings and flying squadrons as 
follows: 
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Arr NATIONAL GUARD AND RESERVES 


Wings'squadrons 


June 30, 1954: June 30, 1956: 
Reserves * . 23/67 Reserves a 24/8] 
Air National Guard___..__.. 27/87 | Air National Guard 27/87 
June 30, 1955: | June 30, 1957: 
Reserves _.... 24/76| Reserves : . 0/99 
Air National Guard__...... 27/87 Air National Guard 27/87 


To support these forces, both the regulars and the Guard and 
Reserves, the Air Force plans to maintain an active aircraft inventor 
ranging from 21,010 on June 30, 1954 to 22,927 on June 30, 1955 a 
24,710 on June 30, 1957. 


MANAGEMENT IMPROVEMENT 


The Committee is very much impressed with progress being mad 
by the new civilian and military team in the management of Air Fore: 
affairs. The accomplishments are best shown in the area of military 
manpower. 

Referring to the program tables above, the stated requirements for 
military manpower are far below those previously estimated by the 
Air Force as being necessary to attain similar combat wing strengths 
These figures represent very commendable accomplishments in the 
management of Air Force affairs as well as the establishment of 
targets for future accomplishment which dollarwise amounts to hun- 
dreds of millions in pay and allowances and operating funds each 
year. It will be noted that the planned increase in military manpower 
after June 30, 1955 is comparatively small with no increase planned 
for the last year of buildup at which time total military personnel will 
still be about 2,600 fewer than the actual strength on June 30, 1953. 
The establishment of these objectives has presented a challenge to the 
entire Air Force which, it appears from all reports, is being met most 
admirably. 

Military personnel decreased from 977,600 on June 30, 1953 to 
912,500 on December 31, 1953. This decrease is somewhat startling 
and would certainly not normally be expected in one of the services 
during an actual buildup period. However, in this case, it obviously 
results from the period of belt tightening that was necessary to trim 
from the previously established manning tables the excess positions 
in such assignments as air police, bands, cooks and bakers, orderlies, 
motor vehicles pools and various others. Now the number of military 
personnel is again on the increase and as shown in the program tables 
above will rise to about 955,000 by June 30, 1954. This is about 22,600 
less than were in service on the previous June 30th, but is also about 
76,000 less than the number estimated as being required to _ ain a 
115 wing Air Force under the manning tables in effect one year ago. 

Even with this decrease of 22,600 military people and the elimmins a- 
tion of 76,000 scheduled military positions from the picture, much 
will be accomplished during fiscal 1954. Some of the major accom- 
plishments are summarized by the Air Force as follows: 

1. Activation of 9 combat wings: 2 medium bombers, 1 light bomber, 5 fighter, 
1 tactical reconnaissance. 

2. Activation of support units: Includes 10 air transport squadrons, 1 tow target 
squadron, 3 aircraft control and warning squadrons, 2 radio relay squadrons 
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ise of annual pilot training 
of North American 
1) Activation of 10 sites 
Reequipping of 19 sites at 
ease in NATO support. 
shment of 20 additional operating bases 
tation of combat-ready status of forces in 


rate from 7,200 to 7,800. 
air defense network 


wnsion 


additional personnel cost. 


Korea. 


AIRCRAFT AND RELATED PROCUREMENT 


I} 
Lit 


» appropriation for aircraft and related procurement provides for: 
procurement of complete flyaway aircraft; (2) procurement of an 
tial quantity of spares and spare parts to support the completed 
reraft; (3) procurement related to aircraft, including supporting 
istrial facilities, aircraft and related equipment required for train- 
aircraft ground handling equipment, and preproduction engineer- 
{) modification of in-service aircraft and component equipment; 
guided missiles, missile modification, and guided aerial targets; 
6) industrial mobilization, including reserve plants and machine tools, 
bilization planning and an industry preparedness program; and (7) 
procurement and production administration salaries and expenses. 
'o provide for these items the Committee has recommended 
2,.760,000,000 for appropriation, which is the same amount requested 
the budget estimates. In the original budget estimates there was 
wojected carry-over of $1,899,183,000 of unobligated funds, which 
vether with the new money was to buy 1167 new aircraft, 
spare parts and the other related items discussed above. 
ted carry-over has since been revised by the Air Force to 
691,300,000 making the total available for obligation in 1955 
151,300,000 instead of the $4,659,183,000 projected in the budget 
timates. ‘The proposed application of these funds to the respective 
rograms is as follows: 


spares and 
This pro- 


\ 
St) 


Available for obligation in fiscal year 19585 


Millions of dollars] 


Unobligated 
balance F isc 
or rug s 1955 
forward 
July 1, 1954 


il year 
new ap- 
propriation 


Budget progr 


im 


raft—Complete - _- 
ial Aircraft Component Spares and Spare Parts 


$1, 283.3 
1, 48. 


lated Aircraft Procurement 


476.7 


lodification of 
Equipment. 
iuided Missiles—Complete 


Industrial Mobilization 


In-Service 


Aircraft 


in 


d Cc 


urement and Production Administration 


Total 


omponent 


161.0 
284. 2 
A. 


3, 691 


Needless to say the Committee is not particularly happy that so 
much apparently unnecessary money has been appropriated in the 


past as is indicated by the large carry-over 
t would be + 


of unobligated 


balances. 


very much preferred if only those amounts that could be 


asonably programmed and obligated were to be appropriated for a 


given 


year. 


Howeve 


r, 


ne had that reprograming not been necessary 


it is recognized that the reprograming which 
uas taken place over the past 12 months has made it impossible to 
enter into firm well-defined contracts as rapidly as might have been 
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SPARES AND SPARE Parts 


Last year in connection with the appropriation for “Maint ' 
and Operation” the Committee expressed concern regarding the gs. 
tounding investment in spares and spare parts saying in effect that y 

careful look should be taken into the overall spares and spare pa; 
program to determine that there is not an enormous overstock 

The Air Force was requested to present a full explanation of spai 
and spare parts policies and practices as well as actual stocks on hand 
and on order when the fiscal year 1955 budget was presente d to th 
Committee. On pages 222 through 253 and pages 384 through 41 | of 
the Air Force hearings is a fairly complete discussion of the spares 
and spare parts program. However, the Committee was not ful t 
satisfied with the report given by Air Force representatives and expects 
that a great deal more study will be devoted to this problem. 

The Committee feels certain that substantial sums could be saved 
in this area with a more carefully evaluated approach to the program, 
Standards established by the Air Force on which spares and spa 
parts are procured have proven in the past to be overly cautious, at 
least in some areas, hence the recent big cutbacks in the procure- 
ment of jet engines. Furthermore, there is some feeling that thes 
standards may ‘be based on outmoded conc epts which do not reflect 
the effects of new weapons upon air warfare. There appears to be 
preparation in this area for massive sustained operations similar to 
those experienced during World War II, although the facts show 
that a very small number of planes can now carry more destructior 
than all of the planes on all of the sorties of World War II. There- 
fore, it is proposed that at least the reserve aspects of the spares and 
spare parts program be reevaluated to take into consideration present 
realities. 

In addition, to the above aspects of the spares and spare parts 
program, the Committee feels that through a carefully planned 
of this program the services have a tool which should be very helpful 
in sustaining a healthy inbeing aircraft industry throughout any 
period of years that it may be necessary to maintain a posture of 
military strength. In other words, in-so-far-as-possible buy these 
spares and spare parts on an as-and-if-used basis thereby keeping 
support production going long after the initial aircraft is procured 
rather than to buy so very much of the spares and spare parts con- 
currently with the aircraft as at present. The present method of 
budgeting for these items seems to be a holdover from the old feast 
and famine cycles to which the military was subjected, but whi h in 
view of modern weapons and the necessity for a sustained def 
effort is never likely to be possible again. This feast and famine prob- 
lem resulted in buying practices based on a get-it-while-you-can atti- 
tude which in the past was to a certain extent forced upon the militar’ 
planners. However, since our present efforts are not in preparatio! 
for war that is upon us or that may come as of a particular time, bul 
rather are in the attainment of a posture of strength that can 
maintained over a long indefinite period, we can no longer afford past 
extravagant practices in this regard. 
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Masor PROCUREMENT OTHER THAN AIRCRAFT 
This appropriation provides for the procurement of all major items 
f equipment other than aircraft and spare parts. The types of 
equipment covere 1d are: Weapons and ammunition; motor vehicles of 
al types and marine. equipment; electronics and communications 

ah not in aircraft; training equipment; and other major 
equipment connected with weather, photography, printing shops and 


fod od d and laundry services. 


CoMMITTEE RECOMMENDATIONS 


For these items the Committee is recommending the appropriation 
of $674,364,000, which is $60,636,000 less than the budget estimate, 
it which is also $74,364,000 more than the amount appropriated 
for 1954. The amount recommended together with the estimated 
$282, 200,000 carryover from 1954 and prior years funds will provide 
‘tal available for obligation in 1955 of $956,564,000. The pro- 
posed application of these funds to the respective types of equipment 
and major areas of procurement rounded to the nearest hundred 
thousand is as follows: 


Available for obligation in fiscal year 1955 
I illions 
Unobl 
ilanes Fiseal vear 
Budget program brought 1 new Tot 

Ju 1v54 
ind Ammunition $107.0 $246, 4 $353.4 
Powered and Marine Equipment 20.9 1.3 16. 6 
and Communications Equipment 106. 1 305. 0 411.1 
juipment 6 33.4 39. 4 
Major Equipment-.-- 41.6 70.0 1h. ¢ 
i Project 6 23.9 24. 5 
tal 7 282. 2 674. 4 956. ¢ 


To fully appreciate the relationship of this appropriation to the 
current Air Force program it is necessary to look at the funds avail- 
able for expenditure in proportion to the amounts currently being 
spent. In other words, to look at the long lead time involved in most 
of this procurement. Expenditures for fiscal year 1954 are estimated 
to be $726,000,000 as compared with the $3,631,600,000 available for 
expenditure during the year. This will leave an unexpended balance 
at the end of fiscal year 1954 of $2,905,600,000 which together with 
the new money recommended for appropriation for fise ‘al 1955 will 
provide $3,579,964,000 for expenditure in that and succeeding fiscal 
years. Expenditure rates and consequently delivery rates are going 
up as shown by the $1,075,000,000 it is estimated will be spent in 
fiscal 1955. Nevertheless, without any new purchases in fiscal 1955, 
the Air Force would continue to receive substantial quantities of the 
types of equipment being procured for a period of several years. 

The reductions made by the Committee have been applied in two 
areas. The first is a small decrease of $3,600,000 in the amount for 
Weapons and ammunition based upon an error in the air-to-ground 
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rocket requirements computation. The second in the amount 
$57,036,000 is for ground powered and marine equipment, hj: 
will leave $16,564,000 of the amount budgeted for this program, 
cluding the carryover of prior years funds. While this may appear 
to be a somewhat drastic reduction, the fact of the matter is that th, 
Committee considered even deeper cuts for these items, but it was 
decided that some funds may need to be obligated in fiscal 1955 fo, 
a few possibly critical items. <A detailed statement giving the item. 
ized basis for each reduction would be too voluminous for this re. 
port. However, the basis for the Committee’s action can be stated 
in a fairly brief manner. 

As a part of the re-appraisal in Air Force management, equipment 
utilization review boards have been set up in the various command 
headquarters for review of equipment requirements and for policing 
the actual utilization of equipment on hand. These boards _ 
apparently proven very effective in that startling numbers of equip- 
ment items have been returned from air bases as excess to said 
Because of the long budget cycle, this action could not be reflected in 
the present budget estimates. In many of the items of equipme: 
as stated in the budget justification, it was planned to buy up to or 
very near up to 100 percent of the maximum computed re quire its 
for the presently planned strength of the Air Force. In view of t 1 
nature of this type of equipment, much of which is very sim 
commercial equipment and therefore should not require such a 
lead time; and in view of the small numbers of many of th 
which to date have actually been assigned to Air Force comma 
appears to the Committee that the Air Force is getting way ah 
actual needs in this type of procurement. 

The Committee is dissatisfied with the information presented as 
justification for such equipment requests. When the statements | 
regarding requirements and assets or inventory for one year 
pared with those made in a previous year, the variations are so grea 
In many instances that the validity of the justifications must be ques- 
tioned. In connection with subsequent requests, the Committ: 
expect such requests to be supported with up-to-date inventory da 
including disposition information such as: assigned to commands 
storage, and held in reserve. 


RESEARCH AND DEVELOPMENT 


The amount of $409,450,000 recommended for this appropriation is 
$21,550,000 below the budget request. This is a reduction of 5 
percent based on the fact that the program is leveling out, and 
the estimated carry-over into fiscal 1955 of $85,100,000 in unoblig 
funds the Air Force will have available for obligation in 195% 
$494,550,000. The reduction made should not affect the lev 
basic essential research and deve lopment work. 

The level of effort in this field is better expressed in terms 
expenditures than it is by obligations since the obligations are us 
incurred substantially ahead of the major work accomplish 
This has been so much the case in the past that obligations for co 
tinuing programs have been piled one upon another with the res' 
that the commitments for overall research and development wo! 
extended far beyond a reasonable period. As stated above, the Au 
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Force estimates that there will be $85,100,000, of the funds presently 
vailable, unobligated as of the beginning of fiscal year 1955. In 
idition, there will be about $428,800,000 of unliquid: ated obligations 


r n the books making a total of unspent funds of $513,900,000. When 
e the recommended appropriation of $409,450,000 is added, the total 
: ivailable for expenditure in fiscal 1955 and subsequent vears becomes 


923,350,000, of which about $493,350,000 will still be unspent at the 
. id of the year. 


MAINTENANCE AND OPERATIONS 


[he appropriation provides for general administration and the 
tenance and operation of the physical plant, planes, and equip- 
ment of the Air Force. ‘The primary programs covered are: (1) Oper- 
1 of aircraft; including the procurement of aircraft maintenance 
spares, spare parts and supplies, aircraft fuel and oil and the correc- 
maintenance of aircraft and ae equipment; (2) base 
ntenance equipment and supplies; (3) logistical support, includ- 
pot maintenance and operation, aad major repairs and minor 
a tion; (4) training support, including direct expenses for train- 
rograms, procurement of training equipment and supplies, main- 
e and operation of facilities in support of training programs, and 
repairs and minor construction at training support installations; 
yperational support, including the maintenance and operation of 
in support of combat forces, and the major repairs and minor 
ction at such bases; (6) research and test support, including 
aintenance and operation of installation for support of research 
levelopment programs, and the major repairs and minor con- 
on at such installations; (7) medical support, inclu — medical 
irement and supply, medical training and education, maintenance 
peration of medical treatment facilities, and major repairs and 
construction at such facilities; (8) service wide support, includ- 
xpenses of Air Force Headquarters, Air Attache Offices, Air 
on Offices and Inter-American relations, and the Advisory Group 
eronautical Research and Development. 


COMMITTEE RECOMMENDATION 


\s can be seen from the preceding description, this appropriation 
pI for military pay and allowances, is the basic salaries and 
nses or housekeeping account for the entire Air Force. To pro- 

de for these expenses the Committee is recommending an appropria- 

m of $3,402,792,000 which is $252,208,000 less than the budget 

stimates. The reductions made by the Committee are explained in 
letail below but, except for the item relating to the utilization of for- 
gn credits, to a very large extent they result from the same general 

bservations, 

nder the so-called program and performance type budget, as 
developed in the Air Force, estimated requirements are based on cost 
ictors and formulae which, for the most part are far too complex to 
be fully evaluated by the Committee during a review of the budget 
estimates. However, in so far as it could be done an attempt was made 
to get at the basic facts in connection with the hearings on spare parts, 
fuel and oil, and aircraft overhauls. The results were not very 
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satisfactory. Substantial increases over 1954 requirements could 
be explained except by the statement that the estimates were the pes) 
of applying the factors and formulae to the projected flying | 
program. In one area the requested increase was about 60 ; 
whereas the projected flying hour program, on which the estima 
based, was increased about 14 percent. It is recognized that 
newer planes are more costly to operate, particularly jet plan 
Nevertheless, it seems evident to the Committee that the bude, 
makers, as in the case of major procurement other than aircraft 
not caught up with the new approach in managing the Air Fore 
other words, the cost factors and formulae used do not appr 
reflect the new drive for efficiency and economy in Air Force 
tions. 

The overall average flying hours per aircraft per month h 
estimated to increase in fiscal 1955 over 1954 by about 10 p 
However, the so-called “housekeeping” or administrative and sp 
mission flying (exclusive of Military Air Transport Service IS eX| 
to increase about 40 percent per aircraft per month. The Com: 
certainly wants to provide the funds essential for flying trainin 
the maintenance of combat readiness. However, it is diffi 
understand why much of the proposed increase in flying is necessa 
and why the cost increase is so disproportionate. Perhaps 
answer lies in applying the question “Is this trip necessary?’ 
more literally. 

Specific changes made by the Committee in the various 
programs were as follows: 

Operation of aircraft—A reduction of $85,000,000 was made i: 
program VEO to the procurement of spares and spare parts 
amount of $50,000,000, and to the purchase of fuel and oil 
amount of $35,000,000. The requested increase for spares was 0\ 
60 percent more than estimated obligations for fiscal 1954 
requested increase for fuel and oil was also over 34 percent more tha 
the latest projected obligations for 1954. The overall amount | 
the operation of aircraft after this reduction will still be ov 
percent greater than the amount it is estimated will be ob! 


for fiscal 1954. Under the reported increased efficiency and costs 


controls now in operation, this should be fully adequate. 
Organization, base and maintenance equipment and suppl 
reduction of $15,000,000 was made in this program, applied 
posed procurement of vehicle supplies, marine supplies, and tires : 
tubes, on the basis that inventories of these items are already excess 


Logistical support.—A reduction of $65,502,000 was made in this 


program applied to estimated requirements for depot mainten 


of aircraft in the amount of $65,000,000, and to a project for unfore- 
seeable major repairs and minor construction in the amount o! 


$502,000. The amount requested for depot maintenance would ha\ 
let beaeen $68.44 for each flying hour of each aircraft as compared wit! 
$54.46 actual cost per flying hour per aircraft in fiscal po 3. Ther 
duced amount will still provide $61.67 per flying hour or an increas' 
of 13 percent over actual cost for 1953. Allowing for the reduction 1 


1955, the comparative amounts for each aireraft, in the active inven- 


tory as of the end of fiscal years 1953, 1954 and 1955, would be $26,105 


$28,569 and $29,375 for each of those three years respectively. Here 
is a most evident example of how the budget makers and the nev 
management approach are not in accord. On the one hand the people 
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ting this item maintained that costs were going up, while on 
hand management reports that a new system known as 
RAN or Inspect and Repair As Necessary has been adopted which 


.s reduced such maintenance costs substantially. The Committee 
ertain that this does not result from any intent to misrepresent. 
Rather, it is just that the budget estimates were prepared in advance 


ption of the new repair policy. 
Funds have been eliminated for all unforeseeable major repairs 
minor construction projects on the basis that none of the so-called 
jects were justified on a specific item basis and therefore the 
jects were nothing more than an ad led contingency in each case. 
Training support.—A reduction of $567,000 was made in this pro- 
and applie “l by eliminating the $327 ,000 requested for an unfore- 
seeable project for major repairs and minor construction, and by 
king $240,000 from the amount requested for the payment of tuition 
flicers at civilian schools. 
Operational support.—A reduction of $3,115,000 was made in this 
program as a result of the elimination of a project for unforeseeable 
ajor repairs and minor construction. 

Research and test support.—A reduction of $2,299,000 was made in 
his program for the purpose of keeping operating costs at about the 
54 level and to eliminate a $299,000 project for unforeseeable major 
epairs and minor construction. 

Service-wide support.—A reduction of $3,000,000 was made in this 
ogram to keep the estimated costs more nearly in line with increased 
rowth of the Air Force. 

Unapplied to specific programs.—A reduction of $77,725,000 unap- 

plied to any specific program was made as a result of language in the 
hill permitting the utilization of foreign credits. 


MILITARY PERSONNEL 


This appropriation provides for the pay and allowance of military 
ersonnel on extended active duty; travel and movement of household 
coods for permanent changes of station; subsistence of enlisted person- 
and aviation cadets; and a number of other allowances and 
vities pertaining to regular military personnel of the Air Force. 


COMMITTEE RECOMMENDATION 


The amount of $3,356,704,000 recommended for appropriation by 
the Committee is $43,296,000 less than the amount requested by the 
‘ir Foree. The major portion of this reduction or $33,296,000 was 
olunteered from funds estimated as being required for subsistence 
id as a result of the recommended language change pertaining to 
the use of foreign credits. The remaining $10,000,000 is a Commit- 
ee reduction, in the funds for movements of individuals and house- 
hold effects in connection with permanent changes in station. The 
Air Foree has concurred in $2,144,100 of this reduction which results 
from a decrease in rates to be charged by the Military Sea Transport 
Service for the movement of individuals. The Air Force also agrees 
in the wisdom, both from the standpoint of efficiency and economy 
ind the morale of service personnel and their families, of extending 
wherever possible the length of stay in a given location. It was on 
the basis that expected policy changes will result in a lengthened 
average tour of duty assignment that the additional $7,855,900 redue- 
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tion was effected. Even with this reduction the Air Force wil] s 
have about $8,000,000 more in fiscal 1955 than it is now expect; 
be used during fiscal 1954. 

For ready reference there is included a statement on actual] and 
proposed military strength of the Air Force. 


Military personnel strength 
{In thousands} 


Ps = 


| erage Fiscal year 1955 est 
June 30 | Dee. 31 Average 


Pype 1953 1953 mane 208 ne 
, Beginning Averag 
Officers 128. 3 119.7 124.0 131.0 132. 7 
Officers in flying training 2.5 3.7 3. 2 3.6 6.1 
Enlisted 837.7 780. 7 812. 6 810.8 81: 
Aviation cadets 9.1 8.4 9.4 9.6 7 
Total 977. 6 912.5 949, 2 955. 0 964 


As previously pointed out, the indicated savings in militar 
power effected by the Air Force is quite remarkable. The mar 
ment steps taken to make this possible are too numerous to bi 
quately covered in this report. However, for persons with suff 
interest in this matter a rather detailed explanation will be found 
beginning on page 98 of the hearings. 


RESERVE PERSONNEL 


This appropriation provides for pay and allowances, travel, s 
sistence and clothing requirements incident to training and instruct 
of Air Force Reserve personnel and Air Reserve Officers Training 
Corps students. For these activities the Committee recommends 
$28,000,000 which is the amount of the Air Force budget request 
This amount is about $3,000,000 more than it is estimated will b 
obligated during fiscal 1954, and will provide for the anticipat 
growth in Air Reserve activities. 


Atr NATIONAL GUARD 


The appropriation for the Air National Guard covers all phases o! 
the Guard expenses, including construction and rehabilitation o! 
facilities, except the procurement of aircraft. To provide for such 
expenses the Committee is recommending the appropriation of 
$160,000,000, which is the same amount as the Air Force budget 
estimates. This is an increase of $12,900,000 over the appropriation 
for fiscal 1954, and will provide about $20,000,000 more than th 
estimated obligations for that year. 

The increase will permit the continued buildup and modernizatio! 
of the Air National Guard units. The Guard is to be equipped with 
modern jet aircraft and given increasing responsibilities in the all 
defense of the United States. According to the mission assigned 
the Guard is to be a ready reserve component of the Air Force c: pable 
of rapid expansion to war strength, able to furnish units fit {01 
immediate service anywhere in the world, and ready to join with the 
Regular Air Force in providing an M-day force capable of conducting 
air defense, air offense, and joint action with surface forces. 
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CONTINGENCIES 


his appropriation provides for emergency and extraordinary ex- 

nenses not otherwise provided for and which may be incurred upon 

authorization of the Secretary of the Air Force and accounted for 

solely on his certificate. The Committee recommends the appro- 

ition of $28,000,000 which is $3,000,000 less than the amount 

ested by the Air Force. ‘The reduction pertains to a confidential 
ind was volunteered by the Department. 


IMITATIONS AND LEGISLATIVE PROVISIONS 


fhe following limitations and legislative provisions not heretofor: 
ied in connection with any appropriation bill are recommended: 
On page 9, line 12: 
hich $1,000,000 shall be available for the construction of build ngs an ] 
other than armo ies without re gard to the 75 per -entum estrictior 
ons contained in section 4 (d) of the Act of September 11, 195 


On page 12, line 13: 
PROCUREMENT AND PRODUCTION 


of $500,000,000 of funds heretofore appropriated under this head is herebi 


such sum to be cove ed unto tire 7 "easury tm mediate j spor approval of this 


4 


On page 12, line 19: 


mount available in the Army Stock Fund is hereby reduced by $300,000,000, 
to be covered into the Treasury immediately upon approval of this Act 
99 > 9. 
On page 23, line 3: 
nount available in the Navy Stock Fund is hereby reduced by $200,000,000 
g h m to be covered into the Treasury immediately upon approval of this Act 


On page 23, line 7: 
rmount avartlable in the Marine Corps Stock Fund s he eby reduced by 
$25,000,000, such sum to be covered into the Treasury immediately upon approval 
Act. 


On page 30, line 3: 
‘he amount available in the Air Force Stock Fund is hereby reduced by $25,000,000 
im to be covered into the Treasury immediately wpon approval of this Act 


On page 43, line 8: 


That whenever, in the opinion of the Secretary of the Military Department 
1, the direct substitution of graded civilian personnel for an equivalent o 
imber of military personnel will result in economy without adverse ef 
tional defense, such substitution may be accomplished without regard to the 
ng limitation, and such furids as may be required to accomplish the substitution 
} insfe rred from the appropriate military person nel appropriation to, and 
with, the appropriation charged with compensation of such graded civiliar 
l 


On page 46, line 13: 


l, That within thirty days after the end of each quarter the Secretary of De- 
| é shall render to the Committees on Appropriations of the Senate and the House of 
entatives and to the Bureau of the Budget a full report of such property, sup- 
1 commodities received during such quarter. 
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On page 47, line 7: 


OE 730. No approp? ation contained in this Act shall be available } 
ment of more than 75 per centum of charges of educational institutions for 
expenses for off-duty training of military personnel, nor for the payment of 
of tuition or expenses for such training for commissioned personnel who do 1 


to remain on active duty for two years after completion of such training. 


On page 47, line 14: 


Sec. 731. No part of the funds appropriated herein shall be expended fi 
port of any student in basic courses of the senior division, Reserve Officers 
Corps, who has not exec ited a certificate of loyalty in such form as shall be 
by the Secre tary of Defe nse. 


CompLiANce With Rute XIII—C.Lavse 3 


The following is submitted in compliance with clause 3 of rule XII] 


Existina LAw In PENDING BILu 
Sec. 732. Section 4 of the Act 
29, 1948 (62 Stat. 1094), is ame 
striking the words “‘‘in April’”’. 
That part of the fourth para- 
graph of the Act of June 29, 1948 
(62 Stat. 1094; 10 U. S. C. 1058; 
34 U. S. C. 1086) which reads as 
follows: 
Each Board shall visit the respective 
Academy for which it is appointed once 
annually in April, 
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nIv. OF MICH. 
9 {954 


ww LIBRARY 


g ‘ Conaress | HOUSE OF REPRESENTATIVES § REPORT 


9] Session | ) No. 1546 


JEAN HOLLIS VOCK 


» Committee of the Whole House and 
to be printed 


\ir. WaLrerR, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany H. R. 795] 


(he Committee on the Judiciary, to whom was referred the bill 
H. R. 795) for the relief of Jean Hollis Vock, having considered the 
same, report favorably thereon without amendment and recommend 
that the bill do pass. 


PURPOSE OF THE BILL 


"he purpose of this bill is to grant the status of permanent residence 
u the United States to Mrs. Jean Hollis Vock. The bill also provides 
or the payment of the required visa fee and for an appropriate quota 
eduction, 

GENERAL INFORMATION 
(he beneficiary of this bill was admitted to the United States at 
York City in August of 1948, as the wife of a treaty trader. Mrs. 
Vock is now deportable in view of the fact that her marriage was ter- 

inated by divorce in August of 1950. 

The pertinent facts in this case are contained in a letter from the 
Deputy Attorney General, dated April 29, 1952, to the then chairman 
ff the Committee on the Judiciary, regarding a bill pending in the 
‘2d Congress (H. R. 5268) for the relief of the same person. The 
said letter, and accompanying memorandum, reads as follows: 


\ 


DEPARTMENT OF JUSTICE, 
ipril 29, 1952 
EMANUEL CELLER, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D. C 
My Dear Mr. CuarrMAn: This is in response to your request for the views of 
Department of Justice relative to the bill (H. R. 5268) for the relief of Jean 


42007 








2 JEAN HOLLIS VOCK 


Hollis Vock (Mrs. Jeanette Caroline Vock), an alier he bill would 

alien permanent residence in the United States 
There is attached a memorandum prepared by the Immigration and Na 

tion Service of this Departm«e nt setting forth tt facts in tl 
The quota for Australia to which Mrs. Vock 


and a quota imm 


the case ol 
} 


is chargeat is overs 


a is not readily obtainable Wt 





Let he r, 
pec ur circums ase, the bill be enacted is : 
D ( iich ft prefers ma r ime lat 

Sincer 
is 2 I \ 
Deputy Attorr ( 
~ From /] 
~ | MK I 
i H. ] 268 
\ | f 
5 i ‘ J 1Z 917 i 
5 \ ) its ' ra 
’ \ 1 I | Feb 
' ' | 6 VAR doay 
, } A ' ho | 
149 ‘ . ty 
{ , 1 
na i mul i \ x0, L95l | ‘ 
{ l SOND 4 
j i 
ly ! .% ' 
4 \ 1 
} 1 d beeause tl ’ 
i i 1 t 
i X i ‘ 
( oO | » leg his ee j ’ 
4 ol reat rad 1 i 
child be ermitted t« i here 
\Irs. Voe ( ider 1 inlawf State 
In t evel 1 ot depart proceed sti d 
effeectin rad ortat 


Mr. Keogh, the author of this bill, appeared pb fore a subcor 


of the Committee on the Judiciary and recommended the fa 


consideration of his measure, submitting the following affiday 
support 





STATEMENT OF JEAN Howuuis Vock Re H. R. 795 
The undersigned, Jea Lollis Vo makes t} fo \ ateme 
or the reasons for a bill (H. R. 795), introduced fouse of R 
ives by Congressman Eugene J. Keogh on January 3, 1953, for her re 
I that for he purpose f the Immigration and Nationalitv Act she 


to have be 





lawfully admitted to the United States f« 
ice as of the date of the enactment of said act 
vas born at Svdney, Australia, on July 12, 19 
f Switzerland by reason of her 





7, aud becam 
marriage; that she last 





United States at the port of New York on August 30, 1948, as the wife 
nerchant: that subse quent to her admission to the United States. she wa 
a final decree of divorce from her husband at Reno, Nev., on August 30 





she has been advised by the United States 


mmigration and Nat 
Service that bv reason of the fact that 


her former husband was a trad 
merchant, she has by termination of her marriage abandoned her stat 
United States, and therefore is in the United States in violation of the imn 
laws, in that she has failed to maintain the nonimmigrant status in 
was admitted; that a warrant of arrest was served upon her at San Fr 
Calif., on July 21, 1953, and thereafter on August 19, 1953, it was order 
Immigration and Nationality Service that she be granted voluntary d 
at her own expense in lieu of deportation; that it has been directed that tl 
within which she may voluntarily depart without a warrant of deportatio 
issued against her has been extended to August 31, 1954 








TEAN HOLLIS VOCK 


yrmer husband is a citizen of Switzerland, aud she has one e 
pher Vock, who was born in Bombay, India, of her marriage 
been previously deported or granted voluntary departure from 
and she has never been arrested for a criminal offens: | ! 
e sum of $280 per month permanent alimony 
1s no family or other ties with Switzerland, of whi 
»v reason of her marriage; ths he has no close family 
and if she were dep rte T at country she 
nee therefrom. be psycl ‘ an alien 
is now 12 ars 
ie; that I have 
for perma 


perma 


lay of Apri 
ne to be 
he dult 4 


es March 30, 1956 


in consideration of all the facts in this case, the committee is of 
nion that H. R. 795 should be enacted and accordingly recom- 
that the bill do pass 


O 
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No. 1547 


CONSIDERATION 


Referred ti 


4 


\LLEN of Illinois, from the Committee on Rules. 


submitted 


following 


REPORT 
H. Res. 516 


Committee on Rules, having had under consideration Hous 
lution 516, reports the same to the House with the 


recommenda 
! 
that the resolution do pass. 


© 
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is bill authorizes 
im deed 


— ] 
kimatery 
1 


l 
} 
I 


IIT 
T lll 


1 
1001 | 
; ; ; 
board of Siskin 


d title th 

iture passed 

3 to lower t! 
lands thus uncovered 


1902 


42006 





RTAIN LANDS IN SISKIYOU COUNTY, CALIF. 


The committee considered the appropriateness of requiring from 
the dais pavment of the appraised \ ilue of thi lands or a Portion 
thereol ly iew, however, of the source of the United States tith 
to the lands, the committee felt that no payment should be required 

The bill contains a reverter clause providing that if the land j. 
not used for the purpose stated, the conveyance shall be forfeited 
and the title shall revert to the United States 

One clarifying amendment has been adopt d by the Committe, on 


Interior and Insular Affairs 
The favorable report of th Department of the Interior is set forth 
} 


below and further explains the bill 

















17 f } 
H AS \ t 
( ( ] ) y i In y 
ii Vashingto so 
\ly D LJ} Nii Y ive re l 1 an expressl rt the \ 8 
Depa I R. 697 a | he S ry ( t 
co » the Si 1 Jol { High S ol Distri S 
Cou ( 
| 27.98 act proposed to be « ( 
~ H Sol LD ( I Lh. Fe publi ! 1} Ses 
e! bed ¢ Tule | e and tith eto vested i State 
( uct of 1 ate legislature approved Februar , 191 
( S ) | 1 States i rized to lowe t 
| Lal yu eres \ h operatio ere ceded to 
Sta S 0 provis I 4 ol J YU2 
32 St 88 
l and Cl of Tulela VI I I Ss located 
centel I , ( nest ands of ( ! proj Dh 
SIs J { ) tT ' Listy p 1 rhe oustl I r 
| | i ' lor le benef o the . 
S ( ri l I i ~ I nae ! ¢ that tl 
distr ( ites ( 1 I onsla ie sums Ol noney 
if mp! of the school grounds 
if and w title to the tract ( 1 to the school district for this purpose 
Che lands ered by H. R i> are now leased for approximat« $1,200 per 
eal Re from the le: are cred 1 to tl \lodoe unit of the Klamatl 
project pursuant to a provisi nitaine in the Interior Department Appropria 
tion Act, 1941 t Sta Ob, n view, however, of the source of the | 
States t le yt and oe r | ( 2 n for us to reer mmetl d that the pr 
convey ce be onl | payl of the appraised value of the lands ora 
po mn thereof 
I pro lh « eX rights-of-way (p. 2, lines 20-23 
understand, intended to apply both to the lands deseribed under the im- 
mediate preced la snd to e ce ibed under clause (a W 
I Oo ad t ( le « { subst tl 4 period * the con ‘ 
ifter t \ | nor in line 20, page 2, and making the remainde 
section la ) t paragrap eZ] l thus 
The conve e hereinbetore rT d shall be subject to the existing gnts 
ol-way 
The Interior Department recommends that the bill, so amended, be enacted 
The Bureau of the Budget has ad ed that there is no ol jecti yn to the sub- 
Mission o t report to l ommitte¢ 
Sincerely you 
FreD G. AANDAHL, 
Assistant Secretary of the Interior. 


The Committee on Interior and Insular Affairs unanimously recom- 
mends that H. R. 6975 be adopted. 
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83> Congress (| HOUSE OF REPRESENTATIVES { Report 
9d Session j l No. 1549 


CONSIDERATION OF 8S. 2150 
ApriL 29, 1954.—Referred to the House Calendar and ordered to be printed 


Mr. ALLEN of Illinois, from the Committee on Rules, submitted the 
following 


REPORT 


(To accompany H. Res. 523; 


The Committee on Rules, having had under consideration House 
Resolution 523, reports the same to the House with the recommenda- 
tion that the resolution do pass. 


Oo 











REPRESENTATIVES 4 


REPORT 
| No. 1550 


4 


AMENDING THE STANDARD CONTAINER ACT OF MAY 
8, TO PROVIDE FOR A %-BUSHEL BASKET 
\ND VEGETABLES 


FOR FRUITS 


Wotverron, from the Committee on Interstate and Foreign Com- 


merce, submitted the following 


REPORT 


Committee on Inters‘ate and 


erred the bill CGH. R. 8357 


May 21, 


foreign Commerce, to whom was 
to amend the Standard Container Act of 
1928 (45 Stat. 685; 15 U.S. C. 257-2571), to provide for a 

ee-eiohths basket for fruits and vegetables, havine considered the 
sume, report favorably thereon with an amendment 
e bill as amended do pas 


biel 


amendment is as follows 


and recommend 


end the title so as to read 


to amend the Standar 
C. 367 


f May 21 128 


15 Stat. 685: 
rhths bushel Da 


257i), to provide for a tl 


for 
é 


fruits and 
s amendment to the title of the bill does no more 


than add the 
“bushel” before 


the word ‘‘basket’’ 


GENERAL STATEMENT 


Standard Container Act of Mav 21 


21, 1928 (Public Law No. 462, 
' j } ’ 
(ong fixes the standard sizes Of hampers round stave baskets 
' ' . 
nt or market baskets [for fruits and 


vegetables. With respect 
impers and round stave baskets, the law provides for 9 standard 
sof the following capacities: 


bushes 4 ‘ bushel y b ishe l. Ke bushel 
ushel, ] bushel 1\ bushels, 1% bushels and 2 bushels With 


t to the splint, or market baskets, the law provides for 6 standard 
s of the following capacities: 4 


quarts, 8 quarts, 12 quarts, 16 
24 quarts, and $2 quarts, standard dry measur 
he dimension specifications for these hampers, round stave baskets 
splint baskets for fruits and vegetables must be submitted to, 
42006 
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and ay approved by, the Seeretary of \oriculture, who is 
with the administration of this lav The Secretary is dir 
approve the specifications for such baskets if he finds that th 


not cle ep In appearance and are of the capacities specified 
law It Is unla \ ful LO manufacture, sell offer fol sale, or sh 


baskets if thev do no correspond to one of the standard cap 


stated in the law 


PURPOSE OF AND NEED FOR LEGISLATION 


The reported bill would merely provide for one additional 
basket, namely, the %-bushel capacity, in the hamper or round 
style. The act already provides for a 12-quart splint basket, wl 
is the equivalent of the *-bushel capacity. The reported bill wo 
therefore, authorize a basket of somewhat different shape fron 
splint basket, but of a capacity identical to the 12-quart splint bas 
The proposed *<-bushel hamper and round stave baskets could bi 
to use in the packaging and shipment of certain fruits and vegetal 
for which the already existing 12-quart or *-bushel splint bas 
not adaptable ‘ 

Testimony presented to the committee during the hearing o1 
bill established to the satisfaction of the committee the need 
this *-bushel round stave basket as an aid to the marketing 
fruits and vegetables, particularly peaches. The market for 
fruits has been depressed, from time to time, in recent years 











committee was advised that the proposed basket would stimulat 
demand for, and additional consumption of, fresh fruits and vegetal 
would broaden the market for frowers and would accomplish delin 
of the fruits and vegetables in a better condition with less bruis he 
and injury to the contents This size of basket, it was stated, 

be very attractive as a gift package, and would contain just eno 
quantity of fruits and vegetables for the average family to consun 





before the onset of dee ay. 
COMMITTEE HEARINGS 


A preliminary hearing on this bill was held on March 22, 1954, : 
a further hearing was held on April 9, 1954. Representatives Bard 
of North Carolina. author of the bill, Campbell of Florida, Dean 
North Carolina, and Ashmore of South Carolina, and other witnes 
spoke in favor of the bill. There is no testimony in oppositior 
the bill. Mr. Barden urged prompt action on the bill so that 
bushel basket may be available when the peach crop begins 
move in the next few weeks, and also for use later on in the packag 
and shipment of other fruits and vegetables Excerpts from 
statements follow 


Re presentative Barde n 1 iy 
* * * The growers of North and South Carolina had a meeting. TI they 
an organization, * * * the peach growers association, and at this meet tt 


galled for permission to use what they term a gift package * * * a 


basket.! 
* + * * x * 


Now, Mr. Chairman, I know that vou are often called upon for quick 


on legislation I do not believe there would be the slightest oppositio 


1 Statement of March 22, 1954 





THE STANDARD CONTAINER ACT OF MAY 


have letters 
ng areas, and the 
f Mr. Mack 


to it They 


tative Campbe 


feel that this package referring I | 1 bushel basket] 
ise sales for the small fruitgrower and pact ave a 
in our State * * * T cannot help but feel l 


express shipments and parcel-post ipment Arn \ mail-order 
hat it woula help evervone in our area in disposing of the « and woul 


nsumer at the other end, because he gets too much fruit otherwise 
am talking from personal experience as a grower 
iit during the season Some of them sometimes se! 
beeause they do not want to get so manv packag 
vy can order them when thev are ready for tl 
uu take a package of this tvpe and kind, it wou 
for a week and she can use it up and will 
that faces her at the present time 


+ + 


Shipments of the small packages a 
It could take care of many special 
and the people get too much fruit 


decay problem in 


lative Deane 


I can see in this basket how ng to be particularly applicable not 
peaches, but to plums, apricots, : Oo citrus fruits that M1. Campbell 
ed: but also the very fine MeIntosh apples, pears, and tomatoes 

ve here a telegram I received from the gentleman w is the owner of the 
imount of stock perhaps in this North State Orchard in my district, of a 
acres, and he urges me to support this particular 


feel that spoilage is involved, and if we fail me grips wit! 


container and, likewise, we d ot give the consumers what thev 
vill lose And, I certainly | 1at the committee | 
his particular container . 


* I feel that this particular basket will oper 
is well as the small growers, but will help g 
izes that the average wage earners can bi 
irchase of peaches or other fruits that come 
100d amounts, and this smaller size would me: 
ut I think would be attractive 


t of March 22. 1954 


nent of April 9, 1954 
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+} 


interested in 1 


tirectors of that « 


president of th 


Phe 


pen up @ new means of 


isnt 


ily It 


per, in that this 


will appeal to t 


* 








TAINER ACT OF MAY 21, 1°: 





e South Carolina Peach Gr 
rganization explained this 
vy want it, and, it is for this 
marketing fruit that is not 
package is a package that 
he public as a gift packag 


* * 


To me it seems that it would be ideal for shipping tomatoes; c« 


iges of citrus TI! 


* 


portant avenues 


for shipping small pack 
*x * 

I think opens in 
now 1n existence; a new 
product unless he has a 

+ * 

* * * 7 infor 


and that 
tion ol 
were his 





yrowers, 


narket for him, 
x * x 


market for it 
* 


med mv growers of the 


South 


asket was being requested 


Carolina Peach 


Sts ‘Dian Vas sales mananer. Taulo 
During the last 2 or 3 vears we have 
For some reason. I cannot tell vou, bt 


gone down quite 


We figure the 
a wider spread 
at their ce [ 


The only way 


consumer, the housew! 
Ve have found that 

of fresh fruits and ve 

fruit, or a vegetable 


but we have vot 


sharply during the las 


only way to step the e¢ 


to lt 


LO MAK 


To do that we have go 





crease the sale a 





what she wan 


housewife, th 


e it attractive & 


to offe r peache 


cepted as good fruit, with high quality 
lo that, 


and cool the quicker 


aroma; and to 
] 1 





‘¥ 


the far-off termi 


N&is 


ables buy whs 
they want, they 


ults and tomatoes 

* * n 

for the producer and grower 
and there is no need for hi 


* + * 
fact that this bill had beer 


rhe president and director of t} 
Growers Association, wrote me 


ily in favor of it and they would like to see it produced 


Chemical Co2 
had quite a depressed market 
it the economy of the peach 


I 
t vear or two 


‘onomy of the peachgrower up 
a wider distribution of their product so that they Cal 


production plus a reaso 


nable profit 


nd distribution of peaches is t 


e restaurant buyer, or any oth 
at they want. If they see a 
do not argue too much abo 
ind to build the demand for 
s in a first-class condition that 
no decay; with a luscious flay 


the peaches mature on the tre 
} 


er at that time, at the orchard, and 


Most of our peaches from North and South Carolina are consumed 


\ 


East, in the New York and New Jersey 
miles from the orchards 


lo do that we 
sumer in a bette 

\fter Mr. Mo 
for his orchard 


growers in Nort 


have 


got to have sma 


r condition 


and he 
and vegetables all over the whole South 


h Carolina, South Car 


Richter gave me the 


al O OWNS a dis 


area, which is some four or f 


ller packages, get the peac 


idea that this was the package 


tribution firm that distributes f 


east—lI talked to perhaps 50 of 
olina, Virginia, and Georgia 


that they are very enthusiastic about the package, not that they are 
package, but it is the 
housewife, the consumer, peaches that t 


this is the ideal 


\/ 7. ©, Oe 
tural Ma 


to get to the hou 
point of | eache 
the pear 


Now, as far as apples are concerned, 


packages, I can 


ry. UR 


rketi 


» best thing we know today 
hey want. 


Requlatory Branch, Friaat and Vegetable D 


Ne é, De pa , 

\ end 

to legalize his 
} 1] 1 

With our strides 


} 


lat In connection with t 


see no 


he best possible 


the three-eig! 


decided advan 


ent of A V7 culture 


is to the smaller packages and consumer 


three-eighths bushel baske 


of 1 rogress that we are mal 


his, the marketing trend today 
produet and looking at it from 


iths bushel basket has 


Doss 


I 


inless it is to be shipped for 


tage in having the three-eight! 


I 
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STANDARD CONTAINER ACT OF MAY 21, 1928 o 


REPORTS |! 





ROM EXECUTIVE DEPARTMENTS 


ports of the Departme it of Agri ilture and the Secretary of 
on this bill are shown below 
DEPARTMENT OF AGRE ruUR} 


Washington 25, D. ¢ Varch 2 
\. WOLVERTON 
in. Committ ym Interstat nd Foreiqan Commerce 


House of Representatives 


\lr. WontvertToN: This is in reply t our telephone request of March 





mmediate report on H. R. 8357, a bill to amend the Standard Container 

21, 1928 (45 Stat. 685; 15 | =. ¢ 257-2571 to provide ra ishel 
vegetables 

ldition to the standard sizes ne pro- 

( el size of both hamy und round stave 

l lerstand that QD QD t f the 

ontainer is needed in t marketi and 

fruits and vegetal ly as a ft package for 





parcel post 











no information on the meri d container as a irketing 
ept to observe that the ‘ bushel or 12 quarts. is 
sizes of containers commonly used in the marketing and distribution 
d vegetables. Among the latter is the 12-quart Climax basket provided 
lard Container Act of 1916. and the 12-quart splint basket provided 
2 of the Standard Container Act of 1928 
proposal would introduce no new concept so far as size is concerned, 
ther question would appear to be whether a %4-bushel hamper or round 
would conform to that part of section 4 of the act which provides 
hampers, round stave baskets and splint baskets for fruits and vege- 
be not only of proper cubical capacity but not deceptive in appearance. 
of round stave baskets which have been submitted to and examined 
partment were found to be of proper cubical capacity within the tol- 
cribed for %{-bushel containers and were not found to be deceptive 
ance Consequently, th specifications for such a container v ould he 


\l 


inder the provisions of tl act 
of this container to the standard containers would not require the 


of additional funds for administration of the act 





irtment has no objection to the passage of this bill 
sur request for an immediate report on we have not obtained 
the Bureau of the Budget concerning tionship of this bill to 
of the President 
rely yours 

iR D. Mor i S etary 

THE SECRETARY OF COMMERCE, 
Washington 25, March 2 1954 


rLES A. WOLVERTON, 


in. Committee on Interstate and Foreian Commerce 


House of Representative Washington, D. C 


t 


Mr. CHarRMAN: This letter is in reply to your request of 


the 


“ASKE 


tat 





1e views of this Department with respect to H. R. 835 
1, 1928 (45 Stat. 685; 15 U.S. ¢ 

for a three-eighths basket for fruits and vegetables 

advised that the Department 

enactment of this bill The listing of standard hampers and round 

ts for fruits and vegetables now included in the act of May 21, 1928 





of Commerce would interpose no obj C- 


685) includes, among others, units of one-eighth, one-fourth, one-half, 
ights bushel. There appears to us no overriding objection to the 


f 


the proposed %-bushel unit 





STANDARD CONTAINI 


IN EXISTIN( 


NIT of the R 





MINORITY VIEWS 


s our view that the reported bill, H. R. 8357 
dment to the Standard Container Act of Me 
a *%-bushel basket, should not be passed 
believe that when the Congress Is asked 
est possible speed, a basic law governing we 
ar and positive statement of the need for such 
ld be made. This law was enacted to bring ordet 
os and confusion that existed in the marketing of fresh 
protect the 
nst deceptive and fraudulent trade practices This law 
d well for 26 vears without amendment or even the 
amendment 


tables prior to 1928, and was designed to 


We submit that no satisfactory showing of the need for 
s law, as provided for in the reported bill, has be 


Committee on Interstate and Foreign Commerce furthermore, 
wlieve that the passage of this bill, providing tor t Inciusion OF 
uushel hamper and round stave | 


Ol 1928, would establish a prece den 


vasket in the Standard Containet 
which could lead to additional 


SiZes NOL Now provided 1Ol 


Tr 
he law. Any such proposals would be most undesirable unless 


juests for the standardization of oth 
il need for a change in the law could be conclusively established 
are, therefore, opposed to the enactment of this bill 
R. 8357 was first introduced in the House on March 
the gentleman from North Carolina (Mr. Barden n explanation 
the bill by Mr. Barden was given on March 22, 1954, which 
certain Members of Congress who had bills pending before 
imittee were invited to explain their bills to the committee 
a few moments of explanation by the author of this bill, our 
eague from North Carolina (Mr. Barden), and apparently in re- 
sponse to his plea that: “It is very, very important that this (bill 
s passed as quickly as possible to take care of this vear’s crop of 
aches,’’ it was moved and seconded in the committee that the bill 
reported forthwith The gentleman from North Carolina was, 
wever, permitted to complete his statement and was also permitted 
to present to the committee, contrary to its customary rules of pro- 
dure relating to hearmgs on so-called sponsors’ day, a Mr. Raymond 
G. Ramsey, a representative of the American Package Corp., which 


‘ineered the proposed <-bushel round stave basket and which is 
marily and directly interested in this bill, and to present an un- 
official representative from the Department of Agriculture, who 
assisted in the explanation. 
The committee was advised that it was necessary to legalize the 
gula- 
tions which became effective on January 1, 1952 (act of October 24, 
1951, Public Law 199, 82d Cong.), placed a weight limitation on fourth- 
class parcels of 20 pounds. The committee was further advised that 


-bushel round stave basket because the revised parcel-post reg 


‘ 
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the proposed -hyushel basket, when filled with peaches or ot 
would not exceed this 20-pound limitation 

At the conclusion of the hearing on March 22, 1954, the cor @ 
consid red this hill In executive session and ordered the bill v 
reported. This action was taken without any prior notice o ta. 
tion to the public to express its views on this legislation and 
hay neg the by nefit of the view sof the executive departments cor 
Our colleague from Illinois (Mr. Mack) at first objected to the 
ing of this bill, but withdrew his objection. On the follown y 
our colleague from Illinois (Mr. Mack) advised the committe: it 


he had checked the parcel-post regulations relating to the shi 
of fruits and vegetables and had discovered that so far as such ship- 
ments were concerned, the weight limitation was 70 pounds and that 
the size limitation was 100 inches in length and girth combined. As 
a consequence of this disclosure, the committee reconsidered its : 
of the previous day and ordered further public hearings on the | 

A further hearing on this bill was held on April 9, 1954. Test 
pr ‘sented at this hearing established the fact that the act of Oct 
24,1951 (Public Law 199, 82d Cong.), while reducing the then-ex 
size and weight limitations on fourth-class parcels, contained a sp: 
provision with respect to agricultural commodities. Under this p: 
vision parcels containing agricultural commodities, other than 1 
factured products thereof, are mailable at anv post office if the Vi 
exceed 100 inches in length and girth combined, and 70 pounds 
weight. These are the size and weight limitations which were ap- 
plicable generally to all mailings of fourth-class matter prior to thy 
enactment of Public Law 199, 82d Cengress. 

Moreover, it was established that none of the baskets and hampers 
provided by the Standard Container Act of 1928, including the mavi- 
mum 2-bushel basket and hamper, have a combined length and girth 
in excess of 100 inches. Consequently, all sizes are eligible for ship- 
ment by parcel post, so far as the size limitation is concerned. Whik 
the weight of a given volume of fresh fruits and vegetables is likely to 
vary, depending on the kind, size, and condition of the product, it was 
considered unlikely that the packed weight of a bushel of apples o1 
peaches would exceed 55 or 60 pounds. Containers larger than th 
l-bushel size are not commercially used to any appreciable extent 
While no accurate statistics were presented, the definite impression 
was given that parcel post is not the predominant means of transp 
tation used for the shipment of fruits and vegetables. 

Mr. Barden, at the outset of this hearing, admitted apologetically 
that he was incorrect in stating that the proposed %-bushel round 
stave basket was the largest container of peaches or other fresh fruit 
or vegetables that could be shipped by parcel post. He made this 
incorrect statement, he said, only after Mr. Ramsey, research engineer 
for the American Package Corp., had advised him that the weight 
limit on parcel post was 20 pounds. Mr. Barden also stated that 
he had made an independent inquiry at the Post Office Department 
and had been advised that 20 pounds was the weight limit for parcel 
post. 

The proponents of the %-bushel basket then attempted to justify 
this basket on the grounds that it would be most suitable as a gif 
package and that it would contain just enough quantity of peaches to 
accommodate the consumption needs of the average-sized family 
without incurring a loss due to spoilage. 
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ed questioning during the hearing failed to disclose to our 
on the advantages which the proposed *-bushel basket 
ive over the \4-bushel or the %-bushel round stave baskets and 
; already provided for in the law. The difference in capacity 
the proposed s-bushel basket and the one-quarter or the one- 
el, in terms of peaches, involves only a difference of approxi- 
§; pounds of peaches; the one-quarter bushel would contain 
mately 12 pounds, the proposed three-eighths bu | would 
approximately 18 pounds, and the one-half bushel would 
approximately 24 pounds. The spoilage factor t] 
in connection with the use of the -bushel container as com- 
to the proposed *-bushel size would, therefore, seem to be rather 


at was 


rated; and, of course, nonexistent so far as the ‘4-bushel con- 
s concerned. 

1es now move predominantly in the half-bushel size and the 
size. Gift packages of the \- or \%-bushel size would appear 
qually as attractive as the proposed *s-bushel size. In fact, by 
wing and promoting the half-bushel size for use as gift pack- 


the oTrowers of peaches could probably sel] a large! quantity of 
s than they would otherwise sell with the use of a slightly 
sized container. 
committee was advised that the machinery : pla to 
facture this %-bushel round stave basket are already set up and 
to go into production the moment the bill becomes law and 
* * it is awfully important to the industry and tremendously 
ant to the people who are to manufacture these baskets that 
have the time to put them on the market so they can be used.”’ 
did the testimony disclose with respect to the actual or 
tial demand for this sized basket? The United States Depart- 
of Agriculture, which is vitally concerned with the production 
marketing of all agricultural commodities, and which is charged 
the administration of the Standard Container Act of 1928, 
sed the committee that while the Department has no objection 
addition of the %-bushel basket to the other standard sizes 
permitted under this act, the Department has no information 
ning the merits or the marketing necessity for this sized basket.4 
United Fresh Fruit & Vegetable Association did not testify on 
s bill, although a representative attended the hearing on April 9, 
4, nor did it submit any statement, apparently because its member- 


did not indicate any interest in this legislation. Mr. Raymond 


Ramsey, of the American Package Corp., who stated that he had 
signed the %-bushel container after peachgrowers in North Carolina 
expressed interest in such a container, stated, in response to 
stions by our colleague from [llinois Mr. Mack that there was 
general demand for this container, that only a few farmers in 
th and South Carolina had suggested this container, and that 


ent by Mr. Barden during hearing on H. R. 8357, March 22 
itof Mr. T. C. Curry, Chief, Regulatory Branch, Fruit 
Service, U. S. Department of Agriculture, appearing in | 
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it would be impossible to predict the actual demand until tl 


is made available to the trade y 

Mr. T. C. Curry, Chief of the Regulatory Branch, Fy; 
Vegetable Division, United States Department of Agricultur "S 
that there had been no request made to the Department of Acri Se ae 
for the standardization of a *-bushel basket, other than ar es 
made by a representative of the American Package Corp 
fruit and vegetable producers had mace any request to the Dey ‘ 
for this sized basket, that it was anvbody s guess whether this p DOs 
basket would be a commercial success but it had possibilities ha t A 
the Department of Agriculture was not favoring H. R. 8357 
merely expressing no opposition to the bill. Personally, Mr. ¢ 
said, he could see no particular occasion for any further amen 
to the Standard Container Act of 1928 at the present tim : 
Department of Agriculture, he added, was in favor of keeping thi ; 
and sizes of containers—all containers—to a minimum 

In view of the foregoing testimony, the question that the ( 
is faced with is this: Should the Congress amend the St 
Container Act of 1928 whenever an individual manufacturer o! a 
decides that he would like to experiment with the commercial poss N 
bilities of a new sized basket, hoping that it would become px Y 
If we pass this bill, and a *%-bushel hamper and round stave b 


are legalized, what is there to prevent another basket manuf: 
rom appealing to the Congress for the inclusion in the law « \ 
.-bushel size, or any other in-between sizes not now provided 

the law, on the grounds that he believes that the proposed siz 
commercial possibilities? The precedent will already hay A 
established 

Lest this question appear to be rather academic, we should 

the long and turbulent battle that took place in the Congress vears 
when standard container legislation was being considered. Legis val 
tion to provide for standard sizes of hampers, round stave baskets 
splint baskets for fruits and vegetables was first introduced in 
and this legislation was before the Congress in every session therea ; 
until final passage in 1928. So far as can be determined, there ne 
was a request for the inclusion of the *-bushel hamper or round sta 


1 


basket in the law. However, the %-bushel hamper was very pop 
in the Gulf States. Interests in these States insisted that this s 
basket be included in the law. And it was the pressure for the in 


sion of this sized basket, as well as the insistence of interests along t 





“Mr. Mack. Would you say that the special demand for thi zed basket has been created : ] 
nt Lis) 
Mr. Ramsey. No I would not. Just a few of the farmers in North and South ¢ K 
vith t iea and we have gotten to what we can make into a package and it happens to! 
* * 
Mr. Rast Well, to be frank, there is no demand until you put it on the market i 
t I t i oncerned You can make it, and it will go over witl 
be, and then it is t vn dow! I do not know; nobody else know 
loqu took place on this matter is follow 
Ir. Mack. And so far as you know, has there been any request to the Department of A 
j ‘ 
( \ has | 1 Mr. Mack. The on! t 
i A t l c Corp.) first came } } 
1 d our answ to the i it v it h 
. It t V wledge wa irst me 
. * * . * 
Ir. Mack. But as far as.you know, there has been no fruit or vegetable producer u M 
t ' ‘ 


( RRY. Not to the Department of Agriculture 
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n Shore for the inclusion of the %-bushel hamper, that delaved 
nassage of container legislation for nearly 8 years. The Congress 
d to the inclusion of the %-bushel size, but excluded the ‘<-bushel 
t is not at all hypothetical, therefore, to assert that if H. R 

; passed, the Congress may be faced with another bill to stand- 
e the %-bushel size, and perhaps other sizes. And the inclusion 
more sizes in the Standard Container Act would undermine the 
y purpose of this law which is the elimination of unnecessary sizes 


SKeLS. 
It should also be noted that H. R. 8357 proposes to legalize two 
bushel size containers—not one. The bill provides for a %-bushel 
ver and a *-bushél round stave basket. The proponents of this 
slation were, however, interested only in the *-bushel round stave 
asket; they did not even mention the hamper. In fact, they appeared 
unaware that the *%-bushel hamper was also involved in this 
No testimony at all was presented in favor of the hamper 
tainly, the committee had no basis whatever, not even a single 
iest from anvone, for amending the Standard Container Act with 
spect to the inclusion of a *%-bushel hamper 
No justification has been made, to our satisfaction, for the inclusion 
he %-bushel size hamper or round stave basket in the Standard 
ntainer Act of 1928 We, therefore, oppose H. R. 8357, and recom- 
nd that it not be passed. 
At a later point in his testimony, Mr Curry agreed that H. R. 8357 
ovides for a %-bushel hamper, as well as a *%-bushel round stave 
cel 
‘are convinced that the loc ical solution to this problem would be 
r the Congress to delegate authority to the Secretarv of Agriculture 
escribe standards for any additional sizes of hampers, round stave 
askets and splint baskets that are not now provided for in the Stand 
d Container Act of May 21, 1928 To carry out this objective, our 
league from Hllinois (Mr. Mack) has introduced a bill, H. R. 8770 
Under Mr. Mack’s proposal, the Secre tary of Agri ilture could in 
ate the needs of the fresh fruit and vegetable erowers and 


shippers for a particular sized hamper or basket and whenever, in 


; & 


- judgment, such action is advisable in the interest of commerce and 


the convenience and protec tion of consumers, the S¢ cretary could 
regulation, provide for such additional sizes 
The Secretary already has the authority to prescribe tolerances 01 
tions in the standard capacities, incidental to the manufacturing 
process, of the containers already prescribe | by law Whv not, then 
uso give him authority to prescribe additional sizes as well? 
Enactment of H. R. 8770 would no longer make it necessary for 


the Congress to take time out to consider unimportant proposals such 


s prescribing the relative sizes of baskets to be included in the 


Mr. Barden w 
4, will show 


*“** } 
K I b 


Will you wait just an 
CURRY. Not to my knowledge 
Mack. As L read the law it also ame 
BARDEN. Here is the head of the Departn 


have done is this. * * * 








21, 1928 


lp? AMEND THE STANDARD CONTAINER ACT OF MAY 


Standard Container Act. The Secretary of Agriculture 
He has been administering 
\ct of 1928 since its enactm« 


sions of the 
is intimately familiar with all of its ramifications. Under thx 
{ 


sions of H. R. 8770 the Secretary would have authority to d 
broad and comprehensive basis 


should perform this function 
Standard Container 


he sizes of containers on a 


Unie 
We urge the Congress to pass H. R. 8770 the text of which 


below 


ROBERT CROSSER 
ArtTHurR G. KLgIN 
WituraM T’. GRANAH 
Peter F. Mack, J1 


Louis B. Heuer. 





States Standard Container Act 


ive) are hereby redesig: 
and the last 

Act is hereby f 

as follows: 


i 
addi 

ereof 
ovide for 


ose spec ified in sec 


Such Act of Ma 


! is amended 
ons prescribed under sectior 
e third sentence of the sec 


7 is amended bv inserting aft 
ed under section 3 of this Act 
























UNTV. OF MICH. 


REPORT 
No. 1551 


s70n 


‘G FOR THE PAYMEN 


| I 
RAL EXPENSES OF ALYCE \ 
[Ik HOUSE OF REPRESENTATI\ 


NI Ay ) od Orders 


Compr! from the Committee ¢ ! \dministration 
submitted the following 
REPORT 
lo accompanv H. R 


Committee on House Administration » which was referred 
Resolution 515 having considered the sam: reports favorably 


1 1 


on without amendment and recommends that the resolution do 


O 








s3p Concress. | HOUSE OF REPRESENTATIVES Report 
IN, sion j No. 1552 


REQUIRING THE PREPARATION OF AN ESTIMATE OF 
rHE COST OF RECONSTRUCTING FORD’S THEATER 
IN WASHINGTON, D. C. 


1954. Committed to the Committee of the Whole House on the State 


of the Union and ordered to be printed 


\litter of Nebraska, from the Committee on Interior and 
Insular Affairs, submitted the following 


REPORT 


[To accompany 8S. J. Res. 69] 


The Committee on Interior and Insular Affairs, to whom was 
ferred the joint resolution (S. J. Res. 69) requiring the preparation 

n estimate of the cost of reconstructing Ford’s Theater in Wash- 
gton, D. C., having considered the same, report favorably thereon 
vithout amendment and recommend that the joint resolution do pass. 


PURPOSE OF THE BILL 


The purpose of this bill is to authorize and direct the Secretary of 
the Interior to have an estimate prepared of the cost of reconstructing 
the stage, boxes, and scenic setting of Ford’s Theater, as they were on 
April 14, 1865, the date of President Lincoln’s assassination. In the 
vent that it is found practicable and desirable to carry through this 
work of reconstruction, it may then be necessary to make further 
provision for the famous Oldroyd collection of relics. The joint 
solution, therefore, authorizes an estimate of cost for the reinstalla- 
tion of this collection. 

No authorization or expenditure of funds is provided by this 
resolution, which merely calls for an estimate of the ultimate cost of 
domg the work. When the estimate of cost is before the Congress, 
twill then be possible to decide whether this project should be carried 
through. 

As passed by the Senate, Senate Joint Resolution 69 contains the 
language proposed by the Department of the Interior in its favorable 
report, which is set forth below in full. Also following is the “no 
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PREPA 


objection”’ report of the Bureau of the Budget to the Senate Con 
on Interior and Insular Affairs. 


DEPARTMENT OF THE INTERIOR, 


OFFICE OF THE SECRETAR My 
Washington, D + NV ove mber 1 
Hon. Hucu BurLer timat 
Chairman, Committee on Interior and Insular Affairs, l 
United States Senate, Washington, BD. ty, ar 


My Dear Senator Burier: This will reply to your letter dated A 
pl) 








requesting a report from this Department on Senate Joint Resolution 69, « 

‘Joint resolution requiring the preparation of an estimate of the cost of 

structing Ford’s Theater in Washington, D. C This proposed legislat 

authorize and direct the Secretary of the Interior to cause an estimat t 
prepared of the cost of reconstructing the stage, boxes, and scenic sé 

Ford’s Theater, as they were on April 14, 1865, and to make a report w 


thereto to the Congress 
We recommend the enactment of Senate Joint Resolution 69, if ame 


hereinafter provided 


It is desirable in our opinion that suitable data be obtained and trans! \t | 
to the Congress relating to the present condition of Ford’s Theater a : 
future goals that should be sought in its preservation. We believe that Serv it 
should be drawn for consideration in improving the condition of Ford’s T! est 


Appropriate measures may then be agreed upon in order that this famous str 
may serve as an appropriate memorial to Abraham Lincoln and the his 
events associated with the structure. This proposal, if amended as recom: 
in this report, would make possible a study ot suitable treatments for the thea 
as Well as the preparation of estimates of costs so that this Department a 
Congress may determine what course to pursue with regard to the preser 
of this famous historic structure 

Accordingly, we recommend that Senate Joint Resolution 69 be amended 
revising lines 4 through 8, inclusive, to read as follows: ‘‘to cause a study 
made to determine the most appropriate treatment in order to preser 
interpret Ford’s Theater in Washington, District of Columbia, as it 
April 14, 1865, including an estimate of the cost of reconstructing thi uu 
boxes, and scenic setting. This information shall be contained in a report, t 
gether with the Seecretary’s recommendations with respect thereto, to the C 
gress 

In the event of the alteration of Ford’s Theater, as may result ultimat: 
this joint resolution, it will be necessary to make further provision for the fa1 
Oldroyd collection of relies which was acquired by the Federal Gove f 
pursuant to the act of May 11, 1926 (44 Stat. 531). We recommend, there 
that Senate Joint Resolution 69 be further amended by adding thereto a 
section to read as follows 

“Src. 2. The Secretary of the Interior in his report to the Congress also 
include an estimate of the cost of reinstalling the famous Oldroyd collect 
relics in the Ford Theater Building or in another suitable museum buildir 
be erected on land to be acquired immediately adjacent to the said Ford Theat 
Building.”’ 

The Bureau of the Budget has advised that there is no objection to the 
mission of this report 

Sincerely yours, 


passag 


Ena 


mende 


ORME LEWIS, 
Assistant Secretary of the Inte 





















PREPARE ESTIMATE OF COST OF RECONSTRUCTING FORD'S THEATER 3 
EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 
Washington, D. C., July 20, 1958. 
Hucu BuTLeErR, 
rman, Committee on Interior and Insular Affairs, 
United States Se nate, Washir qgton, Dp € 
My DeaR Mr. CuarrMan: This will acknowledge vour request for the views 
{ Bureau on Senate Joint Resolution 69, requiring the preparation of an 
mate of the cost of reconstructing Ford’s Theater in Washington, D. C 
[his legislation would authorize and direct the Secretary of the Interior to 
repare an estimate of the cost of reconstructing the stage, boxes, and scenic 
g of Ford’s Theater, in Washington, D. C., as they were on April 14, 1865, 
make a report with respect thereto to the Congress 
his report to your committee on this bill the Secretary of the Interior is 
nending certain amendments, with which this Office concurs It is under- 
hat enactment of this measure would not result in any additional expense 
preparation of plans and estimates of cost would be done by present staff 
seordingly, if amended as suggested by the Secretary of the Interior, this 
1 would have no objection to the enactment of this bill 
Sincerely yours, 
ROWLAND HuaGues, Assistant Director 
\t hearings on this measure, representatives of the National Park 
Service testified that the proposed study would be made by the 
present staff and that no additional expense would result from its 
passage. 
Enactment of Senate Joint Resolution 69 is unanimously recom- 
mended by the Committee on Interior and Insular Affairs. 


O 












LORIZING HE PRINTING OF ADDITIONAL COPLES 
THE HEARINGS ON THE SOCIAL SECURITY At 
NDMENTS 


( OMPTE, iro! e Comn ee Ol ' ‘ \c 


(‘ommittee on House Administration, t hor 
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> ~< ' 
tesolution se i Vine’ consideres the Shime eports Ttave 


without amendment recommenas that the 








s5D (ONGRESS 


REPOR 


ii No 1554 


HORIZING THE PRINTING OF ADDITIONAL CO 
THE SENATE COMMITTEE ON FINANCE HEA 


Chie Committers Oo! Hous Ldn 
thmitted the follow ne 


REPORT 
HH. Con. R 


Committee on House Administration, to whom was 
Concurrent Resolution 232, having considered th 


ts favorably thereon without amendment and reeomm: 
concurrent resolution do pass 
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s3p ConcrEss (| HOUSE OF REPRESENTATIVES { REPORT 
Id Session 1 No. 1555 


HORIZING THE COMMISSIONER OF PUBLIC LANDS OF THE 
rERRITORY OF HAWAIT TO EXCHANGE CERTAIN PUBLIC LANDS 
FOR PRIVATE LANDS OF EQUAL VALUE REQUIRED FOR SCHOOL 


PURPOSES 


5. 1954 Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 


\fr. Mrnuer of Nebraska, from the Committee on Interior and Insular 
Affairs, submitted the following 


REPORT 


[To accompany H. R. 5833] 


The Committee on Interior and Insular Affairs, to whom was 
referred the bill (H. R. 5833) to authorize the commissioner of public 
lands of the Territory of Hawaii to exchange certain public lands for 
private lands of equal value required for school purposes, having 
considered the same, report favorably thereon with amendment and 
recommend that the bill do pass. 

The amendment is as follows: 

Page 1, line 4, strike the statutory citation “31 Stat. 141)” and 
insert in lieu thereof the words ‘“‘, as amended (48 U.S. C. 673),” 


EXPLANATION OF THE BILL 


H. R. 5833 would grant permission to the commissioner of public 
lands of the Territory of Hawaii to exchange public lands for private 
lands of equal value required by the city and county of Honolulu as 
school sites. The exchange would be subject to approval by the 
Governor of Hawaii and 5 of the 7 members of the Territorial board of 
public lands. 

Congressional authorization for the exchange proposed in the bill 
s necessary because of restrictions in the Hawaiian Organic Act 
18 U.S. C. 673), which prohibit any exchange by which the Territory 
would convey lands exceeding 40 acres in area or $5,000 in value. 

At hearings before a subcommittee of the Committee on Interior 
and Insular Affairs, the Governor of Hawaii pointed out that this 
bill does not require but only authorizes the exchange of land. He 
stated that additional schools in a new area of Honolulu are desperately 
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needed but that the available land sites are all privately owned. It 
is the Governor’s hope that public lands in other areas would be 
accepted in exchange by owners of the private land. He assured the 
committee that every precaution would be taken to make certain 
that any lands exchanged were of equal value and that the public 
interest was protected. 

The favorable report of the Department of the Interior is as follows: 

UNITED STATES DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington 25, D. C., April 22, 195 
Hon. A. L. MILLER, 
Chairman. Committee on Interior and Insular Affairs, 
House of Representatives, Washington 25, D. C 

DEAR Dr. MILLER: This will reply further to your letter to me dated July 16, 

1953, requesting the views of this Department on H. R. 5833, a bill to authorize 


the commissioner ol publie iands of the Territory of Hawaii to exchange rtain 
public lands for pr vate lands of equal value required for school purposes 

Section 73 (1) of the Hawaiian Organic Act, as amended (48 U.S. C. 673), pro- 
vides that no exchange by which the Territory shall convey lands exceeding 40 
acres in area or $5,000 in value shali be made. This bill authorizes the commis. 


sioner of public lands, with the approval of the Governor and two-thirds of the 
members of the board of public lands, to acquire by exchange the school sites 
required by the city and county of Honolulu without regard to the aforesaid 
limitations of section 73 (1) It does not require but only authorizes the exchange 
of land 

The passage of this bill is recommended by the attorney general of the Territory 
and the Governor since it was requested by the Hawaiian Legislature, but the 
commissioner of public lands points out that the purpose of this bill is merely to 
establish schools on land now belonging to the B. P. Bishop estate, which would 
serve mainly the families of the lessees of the estate which subdivides the area 
However, since the exchange cannot be made without the approval of the commis- 
sioner of public lands, the Governor, and two-thirds of the members of the board 
of publie lands, they can determine the necessity for the exchange, and whether 
the public and private lands to be exchanged are of equal value. This Depart- 
ment, therefore, has no objection to the enactment of this bill. 

However, an amendment of a technical nature is suggested. ‘'(31 Stat. 141)” 
should be deleted and ‘‘, as amended (48 U.S. C. 673),”’ be substituted therefor 
The present section 73 (1) was not included in the original Hawaiian Organic Act. 

The Bureau of the Budget has advised that there is no objection to the sub- 
mission of this report 

Sincerely yours, 
Frep G. AANDAHL, 
Assistant Secretary of the Interior 


A technical correcting amendment has been adopted. 

In view of the safeguards contained in H. R. 5833, the Committee 
on Interior and Insular Affairs unanimously recommends its enact- 
ment as amended. 

O 
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gp Congress ({ HOUSE OF REPRESENTATIVES § REport 
9d Session \ / No. 1556 
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PERMITTING THE EXCHANGE OF CERTAIN PUBLIC 
LANDS IN THE VICINITY OF WAIMEA, COUNTY OF 
HAWAII, IN THE TERRITORY OF HAWAII 


May 5, 1954.—Committed to the Committee of the Whole Hous 


of the Union and ordered to be printed 


Mr. Mituer of Nebraska, from the Committee on Interior and 
Insular Affairs, submitted the following 


REPORT 


{To accompany H. R. 6328] 


Ya 


The Committee on Interior and Insular Affairs, to whom was 
referred the bill (H. R. 6328) permitting the exchange of certain 
public lands in the vicinity of Waimea, county of Hawaii, in the 
Territory of Hawaii, having considered the same, report favorably 
thereon with amendments and recommend that the bill, as amended 
do pass. 

The amendments are as follows: 

Page 1, strike all of lines 3 to 8, inclusive, and insert in lieu thereof 
the following: 

That any limitations imposed by Section 73 of the Hawaiian Organic Act, as 
amended, to the contrary notwithstanding, the Commissioner of Public Lands, 
with the approval of the Governor and two-thirds of the members of the Board 
o Public Lands, is hereby authorized and empowered to transfer and convey to 
Richard Smart, a United States citizen, in exchange and return for the transfer 
ad conveyance in fee simple of all or any portion of the lands owned by said 
Richard Smart described in section 2, all or any portion of the publie land described 
by the following metes. 

Page 6, delete all of lines 16 to 21, inclusive, and insert in lieu 
thereof the following: 


Sec. 2. Subject to minor variations therein, the aforementioned lands owned 
by Richard Smart are described by the following metes and bounds: 


Page 9, line 6, strike the word ‘“‘granted”’ and insert in lieu thereof 
he words “‘transferred and conveyed”’. 

Page 9, line 7, strike the word “‘grants’’ and insert in lieu thereof 
ie words “‘transfer and conveyance’’. 
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Page 9, following line 16, insert the following new section: 

Sec. 5. The lands received by the Territory hereunder shall have thy ‘ 
status and be subject to the same laws as the lands transferred and conveyed j Th, 
exchange for them. = 

Page 9, line 17, strike the words ‘“‘Sxc. 5” and insert in lieu thereof J Hh. bh 
the words ‘‘Src. 6”’. - 

Amend the title so as to read: 

A bill authorizing the exchange of certain public lands in the vicinity of Wa 
county of Hawaii, in the Territory of Hawaii for certain privately owned la 


EXPLANATION OF THE BILL 


This bill authorizes the exchange of approximately 288 acres 0 
pub lic lands in the vicinity of Waimea, county of Hawaii, in th 
Territory of Hawaii, for approximately 308 acres of privately owned 
lands of equal value. As amended, the exc hange would be subject rer 
to approval of the Governor of Hawaii and two- thirds of the members » ° 
of the territorial board of public lands. ; 

H. R. 6328 further provides that the exchange must be based up 
a finding of three appraisers appointed by the Governor, that 
private lands to be acquired are of a value equal to or greater thi Richat 
that of the public lands to be transferred. The lands received } ee 
the Territory would have the same status as the public lands cony: aha 
in exchange for them. Lg 

At hearings before a subcommittee of the Committee on Inter tk 
and Insular Affairs, the Governor of Hawaii urged the enactmer : 
H. R. 6328, stating that it would permit the homesteading of very . ( 
desirable farmland by citizen farmers and would consolidate Terr- words 
torial holdings, thus contributing to more effective management subst 
The private land to be acquired is interspersed with public land and 
prevents effective development and settlement of the public land status 

The committee is advised that Mr. Richard Smart, owner of the exchar 
private land covered by the bill, has no objection to the proposed 
exchange. Congressional approval is necessary because of restrictions 
in the Hawaiian organic act which prohibit any exchange by which 
the Territory would convey lands exceeding 40 acres in area or 
$5,000 in value (48 U.S. C., 1946 ed., sec. 673) 

Certain correcting amendments have beea adopted. In 

The favorable report of the Department of the Interior is set forth safeg 
below in full: Affai 

DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., April 23 
Hon. A. L. Miter, 
Chairman, Committee on Interior and Insular Affairs, 
House of Representatives, Washington, D. C. 

My Dear Dr. Mitier: This is in reply to your request for the views of this 
Department on H. R. 6328, a bill permitting the exchange of certain public land 
in the vicinity of Waimea, county of Hawaii, in the Territory of Hawaii 

There is no objection to the enactment of this bill, if the amendments suggesté 
below are adopted. 

This bill was introduced pursuant to Joint Resolution 39, Hawaii Session Laws 
1953, approved by the Governor on May 27, 1953. It would permit the ( 
missioner of Public Lands to exchange certain public land for privately owned | 
for the purpose of consolidating the public holdings in the Waimea district. 1 





exchange has been advocated by the local citizen farmers who expect to homestead 
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lic lands, and the Commissioner of Public Lands feels that the lands to be 
| are not merely fertile but are so sheltered that they can produce crops 
ther sections of the Waimea area cannot because of the cold and wind 
exchange would also permit the consolidation of Territorial holdings and 
ntribute to their more effective management 
R. 6328 does not require the Commissioner of Public lands to make the 
ge, but only authorizes and empowers him to make it, subject to the ap- 
f the Governor and two-thirds of the members of the public lands board 
age has to be based upon a finding of three appraisers appointed by the 
vernor that the private lands to be acquired are of a value equal to or greater 
at of the public lands to be transferred. The limitations on the exchange 
ic lands imposed by section 73 (1) of the Hawaiian organic act, as amended 
S. C., 1946 ed., sec. 673), are expressly waived. If amended as suggested 
the Commissioner of Public Lands will have discretion to accept less than 
ill extent of the privately owned lands described in the bill in exchange for 
in the full extent of the public lands described 
following amendments to the bill are suggested: 
e title of the bill should be changed to read as follows: ‘‘Authorizing the 
ge of certain public lands in the vicinity of Waimea, county of Hawaii, in 
ritory of Hawaii for certain privately owned lands.” 
2. On page 1, in lieu of lines 3 to 8, inclusive, the following should be inserted: 
it any limitations imposed by Section 73 of the Hawaiian Organic Act, as 
led, to the contrary notwithstanding, the Commissioner of Publie Lands, 
he approval of the Governor and two-thirds of the members of the Board of 
Lands, is hereby authorized and empowered to transfer and convey to 
Richard Smart, a United States citizen, in exchange and return for the transfer 
and conveyance in fee simple of all or any portion of the lands owned by said 
Richard Smart described in section 2, all or any portion of the public land described 
following metes.”’ 
On page 6, delete lines 16 to 21, inclusive, and substitute the following in 
ereof: 
Sec. 2. Subject to minor variations therein, the aforementioned lands owned 
tichard Smart are described by the following metes and bounds:” 
On page 9, line 6, in lieu of the word ‘‘granted,’’ substitute therefor the 
is ‘transferred and conveyed’’, and in line 7, in lieu of the word “‘grants”’ 
tute therefor the words “‘transfer and conveyance.” 
On page 9, a new section should be inserted after line 16, reading as follows: 
5. The lands received by the Territory hereunder shall have the same 
tus and be subject to the same laws as the lands transferred and conveyed in 
‘hange for them.’’ 
6. On page 9, line 17, ‘‘Sec. 5” should be changed to read “Suc. 6 
The Bureau of the Budget has advised that there is no objection to the sub- 
ssion of this report. 
Sincerely yours, 


Frep G. AANDAHL, 
Assistant Secretary of the Interior. 
In view of the local desire for enactment of H. R. 6328, and the 
safeguards contained therein, the Committee on Interior and Insular 
Affairs unanimously approves the bill as amended. 


cr 
VY 
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HOUSE OF REPRESENTATIVES | REPORT 
} No. 1557 


THORIZING THE US& OF LAND IN YOSEMITE NA 
VAL PARK, CALIF., FOR PUBLIC SCHOOL PURPOSES 


of Nebraska, from the Committee on Interior anc 


Insular Affairs, submitted the follow) 


REPORT 


H.R 


Committee on Interior and [Insular Affairs, to whom was re- 

the bill (H. R. 6386) to authorize the use of land in Yosemite 
onal Park, Calif., for public school purposes, having considered 
same, report favora!] lv thereon w ithout amenament at d recom 
| that the bill do pas 


EXPLANATION OF THE BILI 


This bill authorizes the Seer tary of the Interior to convey to the 
posa County Unified School District, Mariposa, Calif., for school 
poses, without charge, not more than 3 acres of land within 
osemite National Park. The conveyance would be subject to the 
ondition that the property shall revert to the United States if the 
school district fails to use it for school purposes for more than 2 years. 
(he school district has been using three small tracts of land in 
nite National Park- for school purposes since 1917 under tem 
rary occupancy agreements and revocable permits he district 
ow desires to construct additional facilities but wishes to obtain title 
ore making the necessary expenditure of funds 
Che Department of the Interior recommends the enactment of 
H. R. 6386. At hearings before a subcommittee of the Committee 
nm Interior and Insular Affairs, representatives of the National Park 
Service testified that its passage would not interfere in anv way with 
the management or operation of the park 
The Department's favorable report is set forth below in full: 
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ITED STATES DEPARTMENT OF THE INTERIO} 
OFFICE OF THE SECRBE1 
Wasi nqtor D. ¢ Va } 


C/ (‘ommittee on Inte or and Insula A ffa 8 


H] f Representatives, Washington, D. ¢ 








\Ivy 1) rR Dy \irLLeR: Your committee has requested a eport ¢ tH HIRE 
. . { se of land Yosemite National Park, Calif., for p , 
p | H. R. 6386 would authorize thi Depart nent to conve ari 
posa Cou | fied School District, Mariposa, Calif., for school | ot 
more than 3 acres of land within Yosemite National Park Such ane 
W ib acl thou re subject to the condition that the pre al 
revert to the I ted States if the school district should fail to use the Derty 
for school purpo f ore than 2 years 
Wer : : { enactment of this proposed legislation 
() Y ord nad ite tha ne 917 t ~ Department nas per 
school author ea ill area of the Yosemite National Parl 
purpo his bas been accomplsi d through temporary occupancy 
and wable permit We have been informed, however, that the se} 
I add nal hoolroom adjacent to the pre 
0 vu it i ) yperate 1 the park area Also, furtl 
i 1 7 ynt nlat by +} school lj tr i 
sta I I e school proper IS CONSK 
neces I ~ ) li in IS NOW permissible 1 ul 
thor 
| tal ider hat the enactn it oO 
iC} i ive vdvel ett Do \ te a 
Pa 
The B e Bud s advised that there I hjecti 
S < 
OrME Li 
issistant Secretary of the 1 


Knactment of H. R. 6386 without amendment is unanimously 


recommended by the Committee on Interior and Insular Affan 
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OF REPRESENTATIVES REportT 
No. 1558 


AUTHORIZING THE GRANT OR RETROCESSION TO A 
STATE OF CONCURRENT JURISDICTION OVER CERTAIN 
LAND 


May 5, 1954.—-Committed to the Committee of the Whole House on the State of 
the Union and ordered to be printed 


Mr. Donpero, from the Committee on Public Works, submitted the 


following 


REPORT 


> = 


[To accompany H. R. 7111] 


The Committee on Public Works, to whom was referred the bill 
(H. R. 7111) to authorize the grant or retrocession to a State of 
concurrent jurisdiction over certain land, having considered the same, 
report favorably thereon with amendment and recommend that the 
bill do pass. 

The amendment is as follows: 

Page 2, line 3, strike the words “‘establishment, maintenance, or’’ 


PURPOSE OF THE BILL 


The purpose of H. R. 7111 is to authorize the grant or retrocession 
to a State of concurrent jurisdiction over lands otherwise under the 
exclusive jurisdiction of the United States so as to enable the State to 
provide for the control of roads, streets, highways, or other rights-of- 
way thereon. This authority is needed primarily to avoid problems 
hat arise out of the policing by military personnel of highways that 
are situated within a military reservation but used extensively by the 
ivilian public as well as by military personnel. It would provide 
or the retention, at the same time, of appropriate military control 
bver the area. 

Enactment of this legislation will permit creation in a State of juris- 
liction over land without any relinquishment by the Federal Govern- 

ent of its jurisdiction of title to the land. The authority to make the 
brant or retrocession of such jurisdiction would be vested in the heads 
bof departments, independent establishments, or agencies of the Federal 

overnment, including the Secretary of the Army, the Secretary of the 
Navy, and the Secretary of the Air Force, in much the same manner 
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as such officers are now authorized by section 355 of the Revised 
Statutes, as amended (title 40, U. S. C., see. 255), to accept or secu; 
from a State consent to, or cessation of, exclusive or partial jurisdic- 

tion. Any grant or retrocession of jurisdiction pursuant to its term ri 
would take effect only upon the acceptance thereof by the Si 
concerned. 

This legislation was requested by the Secretary of the Army wh 
advised that problems involving the policing of a highway transversing 
a military reservation have arisen at a number of military installations 
Among such installations are Quantico, Va.; Fort Belvoir, Va.; Fort 
Bragg, N. C.; Fort Sill, Okla.; Fort Brecke nridge, Ky.; Fort Devens 
“4 ong ‘and Ww right-Patterson Air Force Base, Ohio. T he Department 
advised the committee that H. R. 7111 would provide a means fo; 
alleviating the particular problems that have arisen at such installa- 
tions as well as similar problems that may arise in the future at thes 
and at other installations without the necessity of special legislatio: 
by the Congress in each case. 

Public Law 522, 81st Congress, provides for the retrocession to thy 
Commonwealth of Massachusetts of jurisdiction over a highway trans. 
versing Fort Devens. Public Law 318, 82d Congress, provides for the 
retrocession to the State of North Carolina of jurisdiction ove 
highway transversing Fort Bragg. Public Law 38, 83d Congress 
provides for the retrocession to the Commonwealth of Virgin 
jurisdiction over a highway transversing Fort Belvoir. Public La 
83d Congress, provides for the retrocession to the State of Oklahon 
of jurisdiction over a highway transversing Fort Sill. 

A bill to provide for the retrocession to the Commonwealth 
Massachusetts of jurisdiction over certain land in the vicinity of 
Fort Devens (H. R. 8419, by Mr. Philbin) was before the committe 
at the time that H. R. 7111 was considered. Representatives of th 
Department of Defense informed the committee that if the authority 
requested in H. R. 7111 is granted the particular problem at Fort 
Devens set forth in H. R. 8419 can be remedied without the necessit) 
of special legislation. 

There are several special bills which have been introduced 
Congress dealing with specific problems at Government installatio 
similar to that at Fort Devens in Massachusetts. It is the unde! 
standing of the committee that enactment of H. R. 7111 will provi 
the legislative authority and the means by which these problems 
can be solved. 

The committee amended the bill te limit the concurrent jurisdiction 
of the States to control of the Government roads, streets and highways 
and other rights-of-way, thus retaining jurisdiction in the Government 
with regard to establishment and maintenance of such roads and 
bridges. 


CHANGES IN EXISTING LAW 


In compliance with paragraph 3 of rule XIII of the Rules of t 


House of Representatives, change in existing law proposed to b 
added is shown in italics as follows: 





AUTHORIZE CONCURRENT JURISDICTION OVER CERTAIN LAND 


10, UNITED STaTEs CopE, CHAPTER 3, SEcTION 255 (REVISED STaTuUTEs, 


DE¢ 305 


* * Ke x * * 


head of any de partment, inde pe ndent establishment, or agency of the Govern- 
nc uding the Secretary of the Army, the Secretary of the Navy, and the Secretar 
jir Force, may, when he deems it to be in the interest of the Government 


ede to a State ) irisdiction concurrent with the Unit States over such 
thin the external boundaries of such State and ler his immediate 


custody, or control as may be necessary for the establishment. maintenance 


by such State of roads, streets, } ighways, and othe ghits . Any 
int or retrocession of concurrent jurisdiction shail take effect épon 
d J / 


by the State concerned. 


epiance 





ww ri & _— = aS. Se |S Ue 5, = mao" BO |= a “a Ee 
xs ~ : San Oe: 6h lca he 7 , - ~ ES hth OK EC s. 
e — ~ = ~ = = s t = — = a - - = = 






»N7 


S3D CoNGRESS- HOUSE OF REPRESENTATIVES | Report 
No. 1559 


L iNé ssion 


PROVIDING FOR THE REVOCATION OR DENIAL OF MER- 
CHANT MARINE DOCUMENTS TO PERSONS INVOLVED 
IN CERTAIN NARCOTICS VIOLATIONS 


5, 1954.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 


—$ 


\lr SeeLy-Brown, from the Committee on Merchant Marine and 


Fisheries, submitted the following 


REPORT 


[To accompany H. R. 8538} 


lhe Committee on Merchant Marine and Fisheries, to whom was 
referred the bill CH. R. 8538) to provide for the revocation or denial 
of merchant marine documents to persons involved in certain narcotics 
violations, having considered the same, report favorably thereon with- 
it amendment and recommend that the bill do pass. 

The purpose of the bill is to prevent narcotic users or traffickers in 
narcotics from securing employment on merchant ships. Experience 
has demonstrated that the presence of such individuals aboard ships 
Is dangerous not only to the safety of life and property at sea but 

light constitute a danger to the security of the Nation. Under 
xisting law there is no authority to revoke the certificate or license of 
a seaman or officer except for offenses committed while the offender 
is actually serving aaapa ship. Further; there is no authority to 
deny the issuance of certificates to crew members who are either users 
of or have been convicted of offenses involving narcotics 

The original bill on the subject, H. R. 4777, was limited in its ap- 
plication to granting authority to the Coast Guard to revoke licenses 
or certificates of seamen and officers convicted of offenses involving 
narcotics. In its report on that bill the Treasury Department recom- 
mended that the bill be amended in accordance with a draft submitted 
with the report, which draft was introduced as H. R. 8538, the bill 
reported herein. The basic difference between the two bills is that 
the present one includes authority to deny the issuance of documents 
to previous offenders in the first instance, as well as to revoke for 
offenses subsequently committed, and extends the application of the 
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bill to narcotics users. Testimony by the Coast Guard at the hea; 
on the bill was unqualifiedly favorable. 
The reports of the Bureau of the Budget and the Treasury Depart 


ment on H. R. 4777 are as follows: 4 
EXECUTIVE OFFICE OF THE PRESIDENT, 

BUREAU OF THE BupcEr, at 

Washington 25, D. C., September 22, 19 


Hon. Atvin F. WEIcHEL, 
Chairman, Committee on Merchant Marine and Fisheries, 
House Office Building, Washington 25, D. C. 
My Dear Mr. CHarrMAN: This is in reply to your letter of April 28, 1953 . 9 
requesting the views of this Office with respect to H. R. 4777, a bill to provide for 


the revocation of the licenses of officers and the certificates of service of sea 
who violate the narcotics laws ( 

In his report to your committee on this bill the Secretary of the Treasury js 
recommending its enactment if amended as indicated in his enclosed draft ( 
proposed amendment provides for the denial of documents as well as their revo- 
cation, and applies to users and addicts as well as persons convicted of nar 
drug offenses 

If so amended, the Bureau of the Budget would favor the enactment of 
legislation 

Sincerely yours, ari 


LOWLAND HUGHEs, 
Deputy Director 


TREASURY DEPARTMENT, 
Washington 25, September 25, 19 
Hon. Atvin F. WEICHEL, 


Chairman, Committee on Merchant Marine and Fisheries, 
House of Representatives, Washington, D. C. 


My Drar Mr. CHarirRMAN: Reference is made to your request for the views of 
the Treasury Department on H. R. 4777, to provide for the revocation of t! 
licenses of officers and the certificates of service of seamen who violate the nar- 
cotics laws. 
The bill would require the revocation of licenses or certificates of service, issued 
by the Goast Guard, of mariners convicted of narcotics offenses under various In co 





provisions of Federal law. of Repr 
The Treasury Department is in accord with the aims of this proposed legisla- 5 
tion. The presence of narcotic drug users or traffickers aboard merchant ships is : i e 
not only dangerous to the safety of life and property at sea but constitutes a PICLOSES 
potential danger to the security of the Nation. Under existing law, there is ne Jaw in 
provision for the denial of documents to unlicensed crew members who have been which i: 
convicted of narcotic drug offenses or who are users of, or addicted to the use of herein j 


narcotic drugs. Furthermore, present laws do not permit the revocation of a 
seaman’s document for a narcotic drug offense, except where the offense is com- t ¢ 
mitted aboard ship while the offender is acting in the course of his duties. 
In meeting this problem, it is considered desirable that the authority of th 
head of the Department in which the Coast Guard operates should extend to th 
denial of documents as well as to their revocation. It is also recommended that 
the proposed legislation cover users and addicts, as well as persons who have be¢ lefir 
convicted of narcotic drug offenses. Finally, it is believed that the proposed t 
legislation should cover convictions of local as well as Federal narcotic laws Coa 
The Treasury Department accordingly would recommend enactment of ( 
H. R. 4777 if the bill were amended as indicated in the enclosed draft. r 
The Department has been advised by the Bureau of the Budget that ther 
no objection to the submission of this report to your committee. ( 
Very truly yours, 


H. CHAPMAN Ross, 
Acting Secretary of the Treasury. 





REVOCATION OR DENIAL OF MERCHANT MARINE DOCUMENTS 


rovide for the revocation or der 
certau 


cted by the Senate and House of Representatives of 
Congress assembled, That when used in this Act 
The term “narcotic drug” shall have the meaning ascribed to that 
by paragraph (a) of the first section of the Narcotic Drugs Import and 
ort Act, as amended (21 U. 8. C., see. 171 (a)), and also shall include 
iana as defined in section 3238 (b) of the Internal Revenue Code 
The term ‘‘Secretary’”’ means the head of the department in whi 
ist Guard is operating; 
The term ‘“‘seaman’s document” means any document authorized by 
or regulation to be issued to a merchant mariner by the Secretary 
The Secretary may 
Deny a seaman’s document to 
1) Any person who, within ten years prior to the date of the appli- 
cation therefor, has been convicted in a court of record 


( 


1 of a violation of 
the nareotie drug laws of the United States, the Distri yf Columbia, 
or any state or territory of the United States, which conviction has 
become final, or 
2) Any person who, unless he furnishes satisfactory 
is cured, has ever been a user of or addicted to the use 
and 
take action, based on a hearing before a Coast Guard 
procedures prescribed by the Administrative Pro 
nded (U. S. C., title 5, sections 1001-1011), to revoke 
iment of 
1) Any person who, subsequent to the effective date of this Act and 
within ten years prior to the institution of the action, has been convicted 
in a court of record of a violation of the narcotic drug laws of the United 
States, the District of Columbia, or any state or territory of the United 
States, the revocation to be subject to the conviction’s becoming final, or 
2) Any person who, unless he furnishes satisfactory evidence that he 
is cured, has been, subsequent to the effective date of this Act, a user of 
or addicted to the use of a narcotic drug. 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 

{ Representatives, changes in existing law made by the bill, as intro- 

wed, are shown as follows (existing law proposed to be omitted is 
losed in black brackets, new matter is printed in italics, existing 
in which no change is proposed is shown in roman). As that 
ch is contained in the bill is entirely new, it is printed in entirety 
in in italies: 


t enacted by the Senate an: House of Re 
n Congress asse? hled. I f f 
The term ‘‘narcol ar 
lq uph a) of the irst sect 
mended (21 U.S. C.. se 
4 tin section 3238 (hb of the 
hb) The term ‘“‘ Secretary’’ means 
t Guard is operating 
c The term “‘seama? ’s doce iment”’ means any document 
egulation to be issued to a merchant mariner by the Secret 
. The Secretary may 
a) deny a seaman’s document to 


(1) any person who, within ten years prior to the da / application 


} 
there for, has been convicted in a court of record of a violat y 
drug laws of the United States, the District of Columbia, or an 
Territory of the United States, which conviction has become final: o 


any person who, unless he furnishes satisfactory evidence that he 
j 


c ired, has ever been a user of or addicted oO the 
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(b) take action, based on a hearing before a Coast Guard examiner, wndgp 
hearing procedures prescribed by the Administrative Procedure Act, as amended 
U.S. C., title 5, secs. 1001-1011), to revoke the seaman’s document of 

1) any person who, subsequent to the effective date of this Act and within 

ten years prior to the institution of the action, has been convicted in a cougt 

of record of a violation of the narcotic drug laws of the United States the 

District of Columbia, or any State or Territory of the United States the 
revocation to be subject to the conviction’s becoming final; or 

(2) any person who, unless he furnishes satisfactory evidence that he js 





cured, has been, subsequent to the effective date of thistiAct, @ user of o 
addicted to the use of a narcotic drug. 7 


O 








a 
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83p Congress (| HOUSE OF REPRESENTATIVES § REPORT 
9d Ne 8sion \ ' N oO l 560 


APPROVING ACT NO. 27 OF THE SESSION LAWS OF 1951 OF THE 
TERRITORY OF HAWAII, ENTITLED “AN ACT TO AMEND ACT 24 
OF THE SESSION- LAWS OF HAWAII 1927, AS RATIFIED BY THE 
ACT OF CONGRESS OF MARCH 2, 1928, SO AS TO EXTEND THE 
ELECTRIC LIGHT AND POWER FRANCHISE GRANTED BY SAID 
ACT TO COVER THE ENTIRE DISTRICTS OF WAIMEA AND KOLOA 
ON THE ISLAND OF KAUAI, T. H.’ 


May 5, 1954 Referred to the House Calendar and ordered to be printed 


Mr. Miuuter of Nebraska, from the Committee ‘on Interior and 
Insular Affairs, submitted the following 


REPORT 
[To accompany H. R. 6890] 


The Committee on Interior and Insular Affairs, to whom was 
referred the bill (H. R. 6890) to approve Act No. 27 of the Session 
Laws of 1951 of the Territory of Hawaii, entitled “‘An act to amend 
Act 24 of the Session Laws of Hawaii 1927, as ratified by the act of 
Congress of March 2, 1928, so as to extend the electric light and 
power franchise granted by said act to cover the entire districts of 
Waimea and Koloa on the island of Kauai, T. H.,’’ having considered 
the same, report favorably thereon without amendment and recom- 
mend that the bill do pass. 


EXPLANATION OF THE BILI 


H. R. 6890 grants congressional approval to Act No. 27 of*the 
Session Laws of 1951 of the Territory of Hawaii, which extends an 
electric light and power franchise on the island of Kauai. The 
Hawaiian organic act requires approval of svch franchises by the 
Congress. 

No expenditure of Federal funds is required. Enactment of the 
bill is recommended by the Territorial legisleture and by tre Depart- 
ment of the Interior. The franchise extension has been approved 
by the Public Utilities Commission of the Territory of Hawaii as 
being desirable and in the public interest. 

The Department’s report is set forth below in full and explains the 
history of the franchise. 

42006 
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DEPARTMENT OF THE INTERIOR, 

OFFICE OF THE SECRETARY, 

Washington, D. C., April 7, 194 
Hon. A. L. MILER, 

Chairman, Committee on Interior and Insular Affairs, 
House of Representatives, Washington, D. C 
My Dear Mr. Miuuer: This will reply further to your letter to me dated 

lary 18, 1954, requesting this Department’s views on H. R. 6890, the will to 
approve Act No. 27 of the Session Laws of 1951 of the Territory of Hawaii, 
entitled “An Act to amend Act 24 of the Session Laws of Hawaii 1927, as rat fied 
by the act of Congress of March 2, 1928, so as to extend the electric light and power 
rranted bv said act to cover the entire districts of Waimea and Kologa 





franchise 
on the island of Kauai, T. H.”’ 

As its title indicates, this bill approves the extension of the electric light and 
power franchise for Hanapepe to include the entire districts of Waimea and Koloa, 
and this extension has been approved by the Publie Utilities Commission of the 
Territory of Hawaii as being desirable and in the public interest. 

The history of these franchises may be of some interest to you. Act 24 of the 
Session Laws of Hawaii 1927 granted to Jose Gomes, his associates, successors, 
and assigns a 50-year electric light, current, and power franchise for Hanapepe, 
and Act 25 of the Session Laws of Hawaii 1927 granted to Waimea Garage & 
Electric Co., Ltd., its associates, successors, or assigns a similar franchise for the 
towns of Waimea and Kokaha. These three areas are in the district of Waimea, 
island of Kauai. These acts were ratified on March 2 and March 7, 1928, re- 
spectively 

Act 27 of the Session Laws of Hawaii, 1951, by extending the franchise granted 
in the aforesaid Act 24 to cover the entire districts of Waimea and Koloa, would 
seem on its face to conflict with the franchise granted in the aforesaid Act 25 were 
it not for the fact that section 10 of each of these acts provided ‘‘Franchise not 
exclusive.’”’ Furthermore, the Kauai Electric Co., Ltd., is the present holder of 
the franchises granted both to Gomes, and the Waimea Garage & Electric Co., 
Ltd., pursuant to authority granted by the public utilities commission 

Act 153 of the Session Laws of Hawaii 1913, ratified June 30, 1916, gave a 
similar 50-year franchise to one Hans Isenberg, his associates, successors, and 
assigns in the Lihue and Koloa districts of the county of Kauai. The present 
holder of this franchise is the Waiahi Electric Co., Ltd., which assigned to the same 
Kauai Electric Co., Ltd., the right to serve parts of the Koloa district until Apr! 1, 
1963. The Waiahi Electric Co., Ltd., has informed the public utilities commis- 
sion that it does not object to the proposed bill as it does not intend to operate in 
the Koloa district Furthermore, section 15 of the franchise under which it 
operates expressly provides “the rights, privileges and powers by this act conferred 
shall not be construec to be exclusive.”’ 

In view of the above, I reeommend the enactment of this bill as written 

The Bureau of the Budget has advised that there is no objection to the sub 
mission of this report. 

Sincerely yours, 
OrME LEwIs, 
Assistant Secretary of the Interior. 


Enactment of H. R. 6890 without amendment is unanimously 
recommended by the Committee on Interior and Insular Affairs. 
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83p CONGRESS (| HOUSE OF REPRESENTATIVES f§ REPORT 
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— 


AUTHORIZING THE MAINE-NEW HAMPSHIRE INTERSTATE BRIDGE 
AUTHORITY TO RECONSTRUCT AND IMPROVE THE TOLL BRIDGE 
AND THE APPROACHES THERETO, ACROSS THE PISCATAQUA 
RIVER AT PORTSMOUTH, N. H. 


May 5, 1954.—Referred to the House Calendar and ordered to be printed 


Mr. DonveErRo, from the Committee on Public Works submitted the 


following 


REPORT 
[To accompany §. 2120] 


The Committee on Public Works, to whom was referred the bill 
(S. 2120) to authorize the Maine-New Hampshire Interstate Bridge 
Authority to reconstruct and improve the toll bridge, and the ap- 
proaches thereto, across the Piscataqua River at Portsmouth, N. H. 
having considered the same, reports favorably thereon without ame nd- 
ment and recommends that the bill do pass. 

The act of July 28, 1937, authorized the Maine-New Hampshire 
Interstate Bridge Authority to construct, maintain, and operate a toll 
bridge across the Piscatequa River at or near Portsmouth, N. H. 
Section 4 of the act provided that the authority may fix and charge 
tolls for the use of the bridge, the cost of which shall be amortized 
within a period of not to exceed 45 years from the date of its comple- 
tion, after which time the bridge would be made free of tolls, or the 
rates of tolls adjusted to prov ide a fund not to exceed proper mainte- 
nance and operation costs. The bridge was completed November 8, 
1940. 

S. 2120 would amend the authorizing act to provide for reconstruc- 
tion and improvement of the bridge and its approaches, and the costs 
of such work shall be deemed to be a part of the original cost of the 
bridge. The amortization period and other provisions of the act would 
not be changed. 

Representative Chester E. Merrow, in whose district the bridge is 
located, testified in favor of the legislation. The bill was approv ed in 
the Senate on March 2, 1954. 








2 RECONSTRUCT TOLL BRIDGE ACROSS THE PISCATAQUA RIVER 


The Bureau of the Budget, the Department of the Army, and th 
Department of Commerce have no objection to enactment of thi 
legislation. The comments of those agencies are as follows: HH 

EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE Bupaert, 
Washington, D. C., January 12, 195 


Hon. Epwarp MarrTIN, f the 
Chairman, Committee on Public Works, gut he 
United States Senate, Washington, D. C. and 

My Dear Mr. Cuarrman: This is in reply to your letter of June 12, 195: " rh 

t 


requesting the views of the Bureau of the Budget on 8. 2120, a bill to author; : 
the Maine-New Hampshire Interstate Bridge Authority to reconstruct and jy. Tl 
prove the toll bridge, and the approaches thereto, across the Piscataqua River g 


Portsmouth, N. H. ae 
This Office would have no objection to the enactment of this measure 3 
Sincerely yours, . 


RowLaNp Huaues. 
Deputy Dii 


THe SECRETARY OF COMMERCE a 

Washi ngton, January 20, 19 pr 

Hon. Epwarp MartTIN, he 
Chairman, Committee on Public Works, mens 
United States Senate, Washington, D. C. | 


Dear Mr. CHarrMANn: This letter is in reply to your request of June 12, 195 
for the views of this Department with respect to 8. 2120, a bill to author 
Maine-New Hampshire Interstate Bridge Authority to reconstruct and impr 
the toll bridge, and the approaches thereto, across the Piscataqua River at Port 
mouth, N. H. 

The Maine-New Hampshire Interstate Bridge Authority, which wa 
lished under compacts entered into by Maine and New Hampshire and co 


’ 





to by Congress, was authorized to construct the bridge referred to under the a In 
of Congress approved July 28, 1937 (50 Stat. 535). The pending bill would a Hou 
said act by adding thereto a new section which would authorize the authority 
reconstruct and improve the bridge and its approaches and approach facil the 
and would authorize the cost of such improvements together with the cost \ Pr 
quiring the right of access to its approaches and approach facilities and cert 

financing costs to be included in the cost of the bridge which would be repaid fr SI 
toll collections he a 

The act of July 28, 1937, provided that the authority may fix and charge 

for the use of the bridge, the cost of which shall be amortized within a period € 0 
not to exceed 45 years from the date of its completion. It would not appear that 1c 
the 45-year amortization period would be extended by the pending | reaso 
other words, the reconstruction work and improvements proposed would to th 


amortized within the original 45-year period as provided in section 4 of 
authorizing act of July 28, 1937. 

Section 4 of the 1937 act permits the Maine-New Hampshire Interstate Bi 
Authority to continue tolls indefinitely on the existing bridge subsequent 
amortization of its cost so as to provide a fund of not to exceed the an 
necessary for its Maintenance, repair, and operation. This provision would 1 
main unchanged by the pending bill. Attention is invited, however, to the 
of Congress as contained in the General Bridge Act of 1946 (60 Stat. 812), 
amended, under which a publicly owned interstate bridge constructed und 
provisions is required to be made completely free of tolls when a sinkir 
sufficient for amortization of its cost shall have been provided. 

The Department interposes no objection to enactment of the pending bill 

We have been advised by the Bureau of the Budget that it would interp 
objection to the submission of this letter. 

If we can be of further assistance in this matter, please call on us. 

Sincerely yours, 





SINCLAIR WEEKS, 
Secretary of Comme 
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DEPARTMENT OF THE ARMY, 
Washington, D. C., January 15. 
EpwARD MARTIN, 
Chairman, Committee on Public Works, 


United States Senate 


DeaR Mr. CHAIRMAN: Reference is made to your recent request for the views 
he Department of the Army with respect to 8. 2120, 83d Congress, a bill to 
horize the Maine-New Hampshire Interstate Bridge Authority to reconstruct 
{ improve the toll bridge, and the approaches thereto, across the Piscataqua 
ver at Portsmouth, N. H. 
[The Department of the Army offers no objection to favorable consideration 
e above-mentioned bill 
he act ot July 28, 1937, authorized the construction of a toll bridge across the 
Piscataqua River at or near Portsmouth, N. H. Section 4 of the act provided 
e rates of toll shall be so adjusted as to amortize the cost of construction, 
nance, and operation within a period not to exceed 45 years from the date 
npletion. After creation of a sinking fund sufficient for such amortization 
ridge shall be made free of tolls or the rates of toll adjusted to provide a 
ot to exceed proper maintenance and operation costs he bridge was 
leted November 8, 1940 S. 2120 would amend the act of July 28, 1937, 
to authorize the reconstruction and improvement of the bridge and its 
aches, and the costs of such reconstruction or improvement shall be deemed 
1 part of the original cost of the bridge. The amortization period would be 
inged. 
Bureau of the Budget advises ths here is no objection to the submission 
s report 
Sincerely yours, 
Rosert T. STEVENS, 
Secretar J of the Army, 


CHANGES IN EXISTING LAW 


In compliance with paragraph 3 of rule XIII of the rules of the 
House of Representatives, change in existing law proposed to be added 
is shown in italics as follows: 


Pusntic LAw 216, 75TH Cona., ApprRoveD JuLty 28, 1937 (50 


A. In addition to the powers granted by the preceding sect of this Act, 
thority as he reby authorized to reconstruct and to improve such bridge and its 
aches and approach facilities. In fixing the rates of toll to be charged for the 

such bridge, the cost of any such reconstruction or improvement and the cost 
cq ring the right oj access to 8 ich app oache s and app oach facilities ancl iding 
mable interest and financing costs and the financing costs and enses incident 
refunding of the outstanding bridge revenue bonds of the authority, shall be 
lto bea part of the cost of such bridge and its approache 


rr 
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, Concress . HOUSE OF REPRESENTATIVES { Report 


1 Session \ No. 1562 


THIRD SUPPLEMENTAL APPROPRIATION BILL, 1954 


May 5, 1954 Order 


aber, from the committee of conference, submitted the following 


CONFERENCE REPORT 


[To accompany H. R. 8481] 


(he committee of conference on the disagreeing votes of the two 
Houses on the amendments of the Senate to the bill (H. R. 8481) 
<ing supplemental appropriations for the fiscal year ending June 

954, and for other purposes, having met, after full and free con- 


ence, have agreed to recommend and do recommend to their respec- 


Houses as follows: 
That the Senate recede from its amendments numbered 2, 11, 12, 
i 27 
That the House recede from its disagreement to the amendments 
Senate numbered 4, 5, 10, 14, 16, 18, 21, 22, 29, and 30. and agree 
same 
endment numbered | 
That the House recede from its disagreement to the amendment of 
Senate numbered 1, and agree to the same with an amendment as 
lieu of the sum proposed by said amendment insert $1,437,500 
the Senate agree to the same 
\mendment numbered 20: 
I") ul the House recede from its disagreement to the amendment of 
Senate numbered 20,-and agree to the same with an amendment 
s follows: 
In lieu of the sum proposed by said amendment insert $20,000,000; 


i the Senate agree to the same. 
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The cominittee of conference report in disagreement amet 
numbered 3, 6, 7, 8, 9, 13, 17, 19, 23, 24, 25, 26, and 28. 


’ 9 my, & 


JoHN TABER, 
R. B. WicGLesworts. 
CiLirF CLEVENGER, 
CLARENCE CANNON, 41 
JoHN J. Rooney, 
Manage rs on the Part of the Hous, 
StyLes BripGEs, lis 
Homer Fercuson, 
Guy Corpon, 
LEVERETT SALTONSTALL, 
Cart HaypeEn, 
Ricuarp B. Russet, to ea 
Pat McCarran, 
Managers on the Part of the Senate, 





MENT OF THE MANAGERS ON THE PART OF THE HOUSE 


he managers on the part of the House at the conference on the 
lisagreeing votes of the two Houses on the amendments of the Senate 
e bill (H. R. 8481) making supplemental appropriations for the 
| year ending June 30, 1954, and for other purposes, submit the 
ing statement in explanation of the effect of the action agreed 

and recommended in the accompanying conference report as 
ich of such amendments; namely: 

CHAPTER | 
DISTRICT OF COLUMBIA 


ndment No. 1: Appropriates $1,537,500 for “General admin- 
yn, supervision and instruction,’ public schools, instead of 
),000 as proposed by the House and $1,575,000 as proposed by 
nate. 
mendment No. 2: Appropriates $24,000 for ‘Vocational educa- 
George-Barden program,”’ as proposed by the House instead of 
500 as proposed by the Senate. 
endment No. 3: Reported in disagree ment. 
endment No. 4: Appropriates $29,625 for settlement of claims 


suits, as proposed by the Senate, oan of $21,625 as proposed 
e House. 


CHAPTER II 
LEGISLATIVE BRANCH 


mendment No. 5: Inserts title, as proposed by the Senate. 
jeweniiienda Nos. 6, 7, and 8: Reported in disagreement. 


CuHaprTer III 
DEPARTMENT OF STATE 
Amendment No. 9: Reported in disagreement, 


DEPARTMENT OF COMMERCE 


Amendment No. 10: Ap} propriates $29,500,000 for ‘“Operating- 
ferential subsidies,’’ Maritime Activities, as proposed by the Senate, 
id of $19,500,000 as pr ‘oposed by the House 
mendment No. 11: Strikes out the proposal of the Senate to 
r funds from the appropriation “War Shipping Administration 
Pde ng Treasury Department.’ 
endment No. 12: Strikes out Senate proposal to appropriate 
0,000 for Advisory Committee on Weather Control. 
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CuaptTer LY 
rREASURY DEPARTMENT 
Amendment No. 13: Reported in disagreement, An 
CHaPpTer V 
DEPARTMENT OF LABOR 


Amendment No. 14: Appropriates $12,100,000 for “Grant (mi 
States for unemployment compensation and employment s 
administration,” as proposed by the Senate, instead of $14,5 
as proposed by the House. 

Amendment No. 15: Restores House language relating to t! 
going amendment limiting the manner in which the appro} 
can be spent. 

Amendment No. 16: Appropriates $24,400,000 for ‘“Unemplo 
compensation for vé terans,”’ as proposed by the Senate, ins 


$5,500,000 as proposed by the House 


DEPARTMENT OF HEALTH, EDUCATION, AND WELI 


Amendment No. 17: Reported in disagreement 

Amendment No. 18: Appropriates $58,000,000 for “Grar 
States for publie assistance,’’ as proposed by the Senate, i 
57,300,000 as proposed by the House, and eliminates th 
rest tion on the amount that shall be available for state a1 
administration 


S 


CHaptrer VI 
DEPARTMENT OF AGRICULTURI 


(Amendment No. 19 Reported in disagreement. 

Amendment No. 20: Increases the amount that may be 
administrative expenses of the Commodity Credit Corporat 
$20,000,000. instead of $19,100,000 as proposed by the Hous 
$20,100,000 as propos | by the Senate 


Cuaprer VII 
DEPARTMENT OF THE INTERIOR 
Amendment No, 21: Inserts title as proposed by the Senate 
Amendment No, 22: Appropriates $138,000 for ‘Operatio1 
Maintenance, Southeastern Power Administration,” as propos 


the Senate. 


Amendment No. 23: Reported in disagreement. 
Cuapter VIII 
EXECUTIVE OFFICE OF THE PRESIDEN’ 


Amendment No. 24: Reported in disagreement. 


INDEPENDENT OFFICES 


Amendment No. 25: Reported in disagreement. 
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CuHapTerR IX 
DEPARTMENT OF DEFENSE—CIVIL FUNCTIONS 
endment No. 26: Reported in disagreement. 
CHAPTER X 


DEPARTMENT OF DEFENSI 


{mendment No. 27: Strikes out the Senate proposal for rehabilita- 
of certain buildings at the United States Military Academy. 


CHAPTER XI 
CLAIMS FOR DAMAGES, AUDITED CLAIMS, AND JI 
endment No. 28: Reported in disagreement 
CHAPTER XI] 
ENER 


endments Nos. 29 and 30 hange chapter and section numbers, 
roy osed by the eenate 
TABER, 
WIGGLESWORTH, 
CLIFF CLEVENGER, 
CLARENCE CANNON, 
JoHN J. Rooney, 


Manage S o7 é Part of the House _ 
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\lr. Jonas of Illinois, from the committee of conference, submitted 
the following 


CONFERENCE REPORT 


[To accompany H. R. 3832 


‘he committee of conference on the disagreeing votes of the’two 
Houses on the amendments of the Senate to the bill (H. R. 3832)'for 
the relief of Mrs. Orinda Josephine Quigley, having met, after full and 
free conference, have agreed to recommend and do recommend to 
their respective Houses as follows: 

That the Senate recede from its amendment. 

Epaar A. JONAS, 
Usuer L. Burptick, 
Tuomas J. LANE, 
Manage rs on the Part of the House. 


ALEXANDER WILEY, 

JOHN MaArsHALL Burier. 

HartEY M. Kinaore, 
Managers on the Part of the Senate. 





STATEMENT OF THE MANAGERS ON THE PART OF THE HOUSI 


The managers on the part of the House at the conference on the 
disagreeing votes of the two Houses on the amendment of the Senate 
to the bill CH. R. 3832) for the relief of Mrs. Orinda Josephine Quigley 
submit the following statement in explanation of the effect of the a 
agreed upon and recommended in the accompanying conference re} 
as to such amendment, namely: 

The bill as passed the House would appropriate the sum of $5,000 
to Mrs. Orinda Josephine Quigley as insurance benefits as a result of 
the death of her husband, Lt. Robert Harry Quigley, who was killed 
in line of duty on June 20, 1940, at Wright Field, Ohio. The Senate 
amended the bill to appropriate the sum of $10,000, and due to certain 
agreements between the attorney representing Mrs. Quigley and the 
United States attorney, Ray J. O’Donnell, in the United States District 
Court for the Southern District of Ohio, dated May 9, 1950, that a 
recommendation of 50 percent be paid. Therefore, the Senate con- 
ferees concurred in the House action, 

Enaar A. Jonas, 
Usner L. Burpiex, 
Tuomas J. LANs, 


Managers on the Part of the House. 











§3p Congress (| HOUSE OF REPRESENTATIVES § Report 
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ESTABLISHING A NATIONAL ADVISORY COMMITTEE ON 
EDUCATION 


May 7, 1954—-Committed to the Committee of the Whol m the State of 
the Union and ordered to be printed 


Mr. McConnetu, from the Committee on Education and Labor. 
submitted the following 


REPORT 


[To accompany H. R. 7434] 


The Committee on Education and Labor, to whom was referred the 
bill (H. R. 7434) to establish a National Advisory Committee on 
Education, having considered the same, report favorably thereon 
fwith an amendment and recommend that the bill do pass 

The amendment is as follows: 

Page 3, line 15, insert ‘‘not to exceed $200,000 in any fis¢ al veal 
alter the word ‘‘sums’’. 


PURPOSE OF THE BILL 


This bill authorizes the establishment of a National Advisory 
Committee on Education in order to make available to the Secretary 
of Health, Education, and Welfare the advice of lay citizens with 
respect to the most pressing problems in the field of education The 
Committee will be composed of nine members appointed by the 
Secretary of Health, Education, and Welfare from among individuals 
who are not otherwise in office under or in the employ of the Federal 
Government. One member will be designated by the Secretary as 
Chairman. Each member will hold office for a term of 3 years; any 
member appointed to fill a vacancy occurring prior to the expiration of 
the term for which his predecessor was appointed shall be appointed 
for the remainder of such term. The terms of the members first 


taking office shall expire as follows: 3 at the close of the first calendar 
year which begins after the enactment of this act, 3 at the close of the 
second calendar year, and 3 at the close of the third calendar year. 
The Commissioner of Education will be an ex officio, nonvotin 
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mber of the Committee The Committee will meet at the ( 
the Secretary, but not less often than three times each calendat 

Although the Secretarv of the Department of Health, Eduea 
and Welfare prob bly could set up an advisory committee by a 
istrative action, there is some doubt regarding the legality of 
eourse of action Th \dvisory C‘ommittee should be establist 
statute in order to assure a common understanding as to the pur 


I 


and funetions of the Committe furthermore, the initiation o 


Advisory ( oOmmittee »\ the ( OngTeSsS should help to foster effi 
cooperation between the Congress and the Department in the fir 


education 


ESPONSLBILITY OF THE COMMITTE! 


The Committee's responsibility will be to appraise the most 
ng problems in the field of education; to decide which seem 
capable of practical solutions after appropriate study and actio1 
set priorities as to the immediacy with which each should be atta 
to consider how the study and action called for should be oreal 
and to advise the secretary on the progress of study and act 
Educators would have key roles in the activities of the Committ: 
that their knowledge and experience would be used in their s« 
as members of the task forces making the studies and reporti 
findings 

rERM OF THE COMMITTEI 


The bill does not specify a limit on the life of the Committe: 
the problems of American education are continuing problems an¢ 
vork of the Committee should likewise be continuing. To limi 
life of the Committee might result in the handling of a few o 
problems and possible disbandment of the Committee befor: 
results of studies could be made useful 


NATURE OF PROBLEMS TO BE CONSIDERED 


The problems which the Committee might consider are many 
example: (a) The relationship between dropouts in school and 
nile delinquency, (4) illiteracy, particularly in relation to sele 
service rejections, (¢) special instruction for exceptional child: 
(d) educating the children of migratory workers, (e) the educat 
of teachers 

The Committee’s analysis might result in the conclusion, for exam] 
that the problem of the education of the children of migratory work 
would be appropriate for study because of the complexity of the pro! 
lem, its interstate implications, its national importance and the | 
of accurate studies in the field. Research would involve those co! 
cerned; 1. e., local and State authorities, teachers, schools, boards 
education, labor and employer groups, social welfare agencies, 
others. Such a study would establish facts which the committ 
would analyze and upon which it would base its recommendations 
the Secretary. Some of these would be matters on which the Dep 
ment could act through its constituents: the Office of Education, 
Children’s Bureau, ete. Others would involve action which local and 
State groups should take. 





STABLISH A NATIONAL ADVISORY COMMITTEE ON EDUCATION 


{ 


' ; 
eded DV Carelul 


commendation to undertake such a study, pre 


Lisal of other possible studies; the analysis of the findings; the 
the implementing of efforts to solve the 


mmendations for action; 
and continuing review of progress are matters which would 


blem; 
Other pressing problems, to be 


ire at least a 2- or 3-year span 
dled effectively, would require the same careful planning 
eth of time. This reemphasizes the need for a continu 
tee with a continuing responsibility 


AUTHORIZATION OF APPROPRIATIONS 


5 on 6 of the bill authorizes appropriations to tl Depa tment 

Health, Education, and Welfare of such sums as may be necessary 
out this act, including expenses of professional, clerical, 

The cost of such studies as the committee 


to 


ana 


nographic assistance 
ht recommend would depend on their scope an 
all likelihood the amount needed would not exceed 


For this reason the committee amended section 6 of the bill 


’ on line 15 of page 3 ‘“‘not 


qd importance, but 
SZOO 000 an 


LuV. 


inserting after the word ‘‘sums’ 


to exceed 


$200,000 in any fiseal vear’’. 


my 
Y 








F MICH. 


40) 


43p CONGRESS |} HOUSE OF REPRESENTATIVES Reporr 
] Session No. 1565 


\UTHORIZING COOPERATIVE RESEARCH IN EDUCATION 


7, 1954. Committed to the Committee of the Whole House on the 
of the Union and ordered to be printe 


———_—. 


McConne tt," from the Committee on Education and Labor, 
mitted the following 


REPORT 


(‘To accompany H. R. 9040] 


The Committee on Education and Labor, to whom was referred 
the bill CH. R. 9040) to authorize cooperative research in education, 
having considered the same, report favorably thereon without 
mendment and recommend that the bill do pass. 


PURPOSE OF THE BILL 


In order to strengthen educational services and facilities, this bill 
ithorizes the Office of Education, Department of Health, Education, 
ind Welfare, to make arrangements with universities, colleges and 
‘tate educational departments for joint studies of the problems of 
{merican education. 

\t the present time the Office of Education has no legislative 
uthority to enter into contracts for jointly financed research projects 
vith colleges, universities, and State educational departments which 
ie trying to solve educational problems. The prime advantage of 
operative research work with these organizations in the field of 
education is that such procedure makes full use of existing facilities 
ind avoids the centralization of staff and facilities in Washington. 
lhe same procedure has been followed in the field of public health, 
for example, and has resulted in notable improvements and great 
returns for each Federal dollar spent. 


METHOD OF OPERATION 


In carrying out the provisions of this bill, the Office of Education 
vill receive appheations for Federal assistance from universities, 
olleges, and State educational departments in order to carry on 
research work which would be valuable to school districts throughout 
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the country The applications will be carefully studied and selections 
made on the basis of importance and value of the projects to the 
ucational groups that will benefit from the results 
“orant’’ is made, the Office of Education will 
or direction over the university, college, or 


largest number of e 
After the ‘“‘allotmen 
not exereise anv contro 
State educational department other than the normal procedures 
followed in insuring that the terms of a contract are properly carried 


| 

( 

a 
t 
{ 


| 


out The results of the project will be made available to educational 
agencies throughout the country Utilization of the findings will, of 
course, be made by school systems on a purely voluntary basis 

General practice with respect to educational research today usually 
involves study of local problems by those directly concerned at the 
local level. This procedure is sometimes wasteful because many 
matters of local concern are, in fact, common to other localities across 
our Nation Too often only those concerned locally profit from their 
researc! \ more efficient procedure would involve enlarging the 
scope of a local or State study so as to make its findings usable by 
others in other regions. For example, Minnesota may be studying 
more effective utilization of the services of teachers. Many other 
States mav share the same general concern. but the particulars of 
their respective problems may be sufficiently different to render the 
Minnesota findings inapplicable for their purposes. ‘This bill would 
make possible contributions of funds from the Office of Education 
in ordet to enlarge the SCOP of the study so as to make the findings 
more widely useful 

This method of carrving on research in the field of education will 
stimulate studies of the most pressing problems, provide benefits for 
a larger number of schools and make each dollar spent by the Federal 
Government go further. 


EXAMPLES OF RESEARCH STUDIES 


There are many areas in the field of education in which cooperative 
research holds out great promise for increased economy and efficiency. 
Some examples of studies which might be undertaken under this 
cooperative research program are as follows: 

a) Reducing the cost of educational facilities. 

(b) Improv ine business procedures in schools and colleges. 

(c) Reorganizing school districts for maximum efficiency. 

(7) Attracting more young people into teaching, engineering, 
other “shortage’’ professions. 

(e) Improving teaching methods 

(f) Developing closer ties with parents and citizens. 

(g) Placing community health and social agencies in proper per- 
spective with school programs. 


AUTHORIZATION OF APPROPRIATIONS 


Section 2 of the bill authorizes to be appropriated annually to the 
Office of Education, Department of Health, Education, and Welfare, 
such sums as the ¢ ‘ongress determines to be necessary to carry oul the 
purposes of this act. The Department has indicated that it plans to 
begin with a request of $100,000 for the first year. 
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CONSIDERATION OF 58. 2846 


May 10, 1954.—Referred to the House Calendar and ordered to be printed 


Mr. Auxen of Illinois, from the Committee on Rules, 
submitted the following 


REPORT 
[To accompany H. Res. 527] 


The Committee on Rules, having had under consideration House 


Resolution 527, report the same to the House with the recommenda- 
tion that the resolution do pass. 


i. 
NW 





DIS 
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9d Session 


No. 1567 


DISTRICT OF COLUMBIA PUBLIC WORKS ACT OF 1954 


May 10, 1954.—Ordered to be printed 


Mr. O'Hara of Minnesota, from the committee of conference, 
submitted the following 


CONFERENCE REPORT 


(To accompany H. R. 8097] 


The committee of conference on the disagreeing votes of the two 
Houses on the amendments of the Senate to the bill (H. R. 8097) 

authorize the financing of a program of public works construction 
for the District of Columbia, and for other purposes, having met, 
fter full and free conference, have agreed to recommend and do 

mmmend to their respective Houses as follows: 

That the Senate recede from its amendments numbered 12, 13 
That the House recede from its disagreement to the amendments 
f the Senate numbered 1, 2, 3, 4, 5, 6, 7, 8, 9, and 15, and agree 
to the same. 


, 


Amendment numbered 10: 

That the House recede from its disagreement to the amendment of 
the Senate numbered 10, and agree to the same with an amendment 
is follows: 

On page 4, line 17, of the Senate engrossed amendments strike out 
$13,500,000” and insert the following: $/3,000,000; and the Senate 
agree to the same. 

Amendment numbered 11: 

That the House recede from its disagreement to the amendment of 
the Senate numbered 11, and agree to the same with an amendment 
as follows: 

Strike out the matter proposed to be stricken out by the Senate 
amendment and insert in lieu thereof the following: 

Src. 804. Subsection (a) of section 40 of said Act, as amended (sec. 
%-188, D. C. Code 1951), 1s hereby further amended by striking out 
“$1” and inserting in lieu thereof “$1.25”. 

And the Senate agree to the same. 
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Amendment numbered 14: 

That the House recede from its disagreement to the amendment of 
the Senate numbered 14, and agree to the same with an amendmen} 
as follows: 

In lieu of the matter proposed to be inserted by the Senate amend- 
ment insert the following: and boats (to the extent of the first $1,000 of 
their value),; and the Senate agree to the same. 


Jos. P. O’Hara, di 
Henry O. TALueE, to 
JOHN J. ALLEN, Jr., pt 
Howarp W. Samira, pu 
Oren Harris, ol 
Managers on the Part of the Hous: 
Francis Casse, 
J. GLENN BEALL, 
ALBERT GORE, 
Managers on the Part of the Senat: 


Lo 


fu 





STATEMENT OF THE MANAGERS ON THE PART OF THE HOUSE 


The managers on the part of the House at the conference on the 
disagreeing votes of the two Houses on the amendments of the Senate 
to the bill (H. R. 8097) to authorize the financing of a program of 
public works construction for the District of Columbia, and for other 
purposes, submit the following statement in explanation of the effect 
of the action agreed upon by the conferees and recommended in the 
accompanying conference report: 

Amendments Nos. 1 and 2: The House bill provided that water 
and water services furnished from the District of Columbia water- 
supply system for use by the Government of the United States shall 
be paid for at the rates applicable to other water consumers in the 
District. 

Under Senate amendments Nos. 1 and 2, where a Federal agency 
receiving the water is located outside the District the rates to be 
charged the United States shall be comparable to the rates charged 
to the State, or political subdivision thereof, within which such 
Federal agency is situated, for similar water service from the District 
water-supply system. When water is supplied to such a Federal 
agency the Senate amendment requires the Federal agency to provide 
for the meters and other equipment necessary to control and record 
its use of such water. The Senate amendment also permits the Com- 
missioners to protect the interests of District water consumers by 
fixing the conditions for service outside the District. The House 
recedes. 

Amendments Nos. 3, 4, 7, and 9: Under the House bill the weight 
of certain special equipment mounted on certain trucks, tractors, 
busses, and trailers was taken into account in determining the regis- 
tration fee to be paid on account of the vehicle or trailer. The House 
bill also provided that certain specified special equipment mounted 
on a motor vehicle or trailer not used primarily for the transportation 
of persons or property should be continued to be taxed as provided 
by law. Under the Senate amendment the weight of any special 
equipment mounted on such vehicles or trailers would not be included 
in computing the registration fee, and such equipment would be taxed 
as tangible personal property as provided by law. The House 
recedes. 

Amendment No. 5: The House bill amends existing law which 
requires double registration fees on all motor vehicles not propelled 
by gasoline, by eliminating double registration fees on those motor 
vehicles which are not propelled by gasoline and are used for the 
transportation of pvassengers. Under Senate amendment No. 5 all 
double registration fees for motor vehicles not propelled by gasoline 
are eliminated. The House recedes. 

Amendment No. 6: The House bill authorizes the Commissioners 
to divide registration fees between the general fund and the highway 
fund in such proportions as they see fit. Under the Senate amend- 


3 





4 DISTRICT OF COLUMBIA PUBLIC WORKS ACT OF 1954 


ment the Commissioners cannot deposit to the credit of the general 
fund less than 64 percent or more than 74 percent of all proceeds from 
registration fees. ‘The House recedes 

Amendments Nos. 8 and 15: These are clerical amendments. The 
House recedes. 

Amendment No. 10: The House bill raises the authorization for the 
annual Federal payment toward defraying the expenses of the govern- 
ment of the District of Columbia from $11,000,000 per annum to 
$20,000,000. It provides that that portion of sums actually appro- 
priated to the credit of the general fund which exceeds $12, 500,000 
shall be used only for expenditure for capital outlay, and that none 
of such funds may be so used unless an equal amount derived from 
other sources is used for the same purpose. 

The Senate amendment changed the House bill by raising the 
figure $12,500,000 to $13,500,000. It also provides that the part of 
the Federal payment which is earmarked shall not be available except 
for capital outlay, whereas the House bill provides that such funds 
shall not be available except for expenditure lor capital outlay, 
Under the Senate amendment, in contrast to the House bill, the 
determination of the rela ionship between the part of the Federal 
payment, available for capital outlay and the amount required to be 


derived from other sources shall be made on a cumulative basis. 
The House recedes with an amendment changing the $13,500,000 
figure in the Senate amendment to $13,000,000. 
Amendment No. 11: The House bill would increase the tax on 
beer from $1 for every barrel containing not more than 31 gallons to 
$1.50. Under the Senate amendment the existing tax of $1 would 


remain unchanged. The House recedes with an amendment to 
increase the tax to $1.25. 

Amendments Nos. 12 and 13: These are clerical amendments, 
The Senate recedes. 

Amendment No. 14: The House bill did not include boats in the list 
of tangible personal property exempt from taxation. Under the 
Senate amendment boats are included in the list of items exempt 
from tangible personal property tax, except for boats used as places 
of abode. ‘The House recedes with an amendment exempting boats 
from tangible personal property tax to the extent of the first $1,000 
of their value. 

Amendment No. 16: The House bill increases, from eight-tenths 
of 1 cent to 1 cent, the amount which must be paid for each vehicle- 
mile proposed to be operated in the District of Columbia by persons 
operating vehicles, not confined to rails or tracks, for the transporta- 
tion of passengers for hire over all or any portion of any defined route 
in the District of Columbia. Under the Senate amendment such sum 
is increased from eight-tenths of 1 cent for each vehicle-mile to 2 
cents for each vehicle-mile. The Senate recedes. 

Jos. P. O’Hara, 

Henry O. TAuue, 

JOHN J. ALLEN, Jr., 

Howarp W. Smiru, 

OrEN Harris, 
Managers on the Part of the House. 


O 





yn 
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2d Session j 1 No. 1568 


CONSIDERATION OF H. R. 8357 


May 10, 1954 Referred to the House Calendar and ordered to | 


Mr. ALLEN of Illinois, from the Committee on Rules, submitted the 


following 
REPORT 


(To accompany H. Res. 528] 


The Committee on Rules, having had under consideration House 
Resolution 528, reports the same to the House with the recommenda- 


tion that the resolution do pass. 
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PROVIDING FOR THE USE OF THE TRIBAL FUNDS OF THE SOUTH- 
ERN UTE TRIBE OF THE SOUTHERN UTE RESERVATION, TO 
AUTHORIZE A PER CAPITA PAYMENT OUT OF SUCH FUNDS 


May 10, 1954.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 


Mr. Miuuer of Nebraska, from the Committee on Interior and 
Insular Affairs, submitted the following 


REPORT 


[To accompany H. R. 6173] 


The Committee on Interior and Insular Affairs, to whom was re- 
ferred the bill (H. R. 6173) to provide for the use of the tribal funds 
of the Southern Ute Tribe of the Southern Ute Reservation, to author- 
ize a per capita payment out of such funds, and for other purposes, 
having considered the same, report favorably thereon with amend- 
ment and recommend that the bill do pass. 

The amendment is as follows: 

) 


Page 2, line 3, after the colon insert the following: 


Provided further, That neither the transfer to the tribe of tribal funds, nor the 
distribution thereof to individual members of the tribe, as provided herein, from 
those funds consisting of compensation for lands acquired by the United States 
Government, shall be subject to Federal tax: 


EXPLANATION OF THE BILL 


As declared in the title, H. R. 6173 makes provision for use by the 
Southern Ute Tribe of Indians of tribal funds now on deposit, or 
hereafter deposited in the United States Treasury to the credit of 
this tribe. 

Such funds, under this legislation, may be expended or advanced 
for the purposes and in a manner to be designated by the Southern 
Ute Tribal Council and approved by the Secretary of the Interior, 
including per capita payments, purchase of land, interests in lands or 
improvements thereon, together with water rights. The bill would 
provide that taxable lands purchased under the act would not be 
removed from the tax rolls, and that loans from the funds made 
available would be subject to rules and regulations established for 
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loans to individual Indians or to associations of Indians under the 
act of June 18, 1934 (48 Stat. 984), the general revolving loan fund act. 

This legislation was introduced following extensive conferences 
between tribal representatives and the staff of the Bureau of Indian 
Affairs of the Department of the Interior. It will be noted, as set 
out in the favorable departmental report which follows, that similar 
legislation has been enacted in the past for specific tribes, including 
the Shoshone and Arapahoe Tribes, the Confederated Salish and 
Kootenai Tribe, the Minnesota Chippewa Tribe, the Navaho and 
Hopi Tribes, the Ute Indian Tribe of the Uintah and Ouray Reser- 
vation, Utah, and the Ute Mountain Indian Tribe. 

In recommending enactment of this legislation, the Secretary of 
the Interior detailed its historical background, and _ reported 
follows: 

DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington 25 dD. cu Fe bruary 26, 195 
Hon. A. L. MILLER, 
Chairman, Commiltee on Interior and Insular A ffairs, 
House of Re prese ntalives, Washington 26 , . o 

My Dear Dr. Mituer: Reference is made to your request for a report on 
H. R. 6173, a bill to provide for the use of the iribal funds of the Southern Ut 
Tribe of the Southern Ute Reservation, to authorize a per capita payment out of 
such funds, and for other purposes 

I recommend that the bill be enacted if it is amended as hereinafter provided 

This bill provides that, notwithstanding any other provision of existins 
the tribal funds on deposit in the United States Treasury to the credit of 
Southern Ute Tribe of the Southern Ute Reservation may be expended or advatr 
for such purpose and in a manner, including per capita payments, the purcha 
land or any interests therein or improvements thereon and water rights, as 1 
be designated by the Southern Ute Council and approved by the Secretary of t 
Interior, subject to three limitations 

The first limitation prevents the removal from the tax rolls of any taxable lar 
which may be purchased under this authorization, This restriction is acceptal 
to the Southern Ute Tribe and demonstrates its willingness to contribute to t 
cost of running the State and local governments in which the tribal membershiy 
hopes eventually to participate on an equal basis with the non-Indian citizens 

The second limitation subjects the advance of funds to the tribe for loans t 
individual Indians or to associations of Indians to the regulations applicable to 
loans from the general revolving fund established by the Indian Reorganizati 
Act of June 18, 1934 (48 Stat. 984 rhe tribe wishes to have this safeguard and 
it will tend to simplify administration by utilizing an existing system of regulations 
The presently effective regulations appear in 25 Code of Federal Regulations 21 
The third limitation prevents the use of the funds in the United States Treasury 
to finance litigation against the United States. 

H. R. 6173 grants a continuing authorization for the expenditure of the t 
funds of the Southern Ute Tribe of the Southern Ute Reservation that is sub 
tially the same as the authorization currently granted by the tribal funds it« 
with respect to similar tribal funds of all Indian tribes, in title I of the In 
Department Appropriation Act, 1954 (Public Law 172, 83d Cong., Ist s 
67 Stat. 261), and similar legislation for the 3 preceding fiscal years. T 
tribal funds item in the current appropriation act authorizes the advance of 
any tribal funds on deposit in the Treasury of the United States to the India 
tribes during the current fiscal year for any purpose which may be designated 
by the governing body of the tribe involved if approved by the Secretary. H.R 
6173 would make this authorization, which is only effective for the current fiscal 
years, permanent legislation insofar as the Southern Ute Tribe of the Southert 
Ute Reservation is coneerned. Similar legislation has been enacted in the past 
for specific tribes, such as the act of May 19, 1947 (61 Stat. 102), for the Shoshon¢ 
and Arapahoe Tribes; the act of June 24, 1946 (60 Stat. 302), for the Confederated 
Salish and Kootenai Tribes; the act of June 7, 1944 (58 Stat. 271), for the Minnesota 
Chippewa Tribe; the act of April 19, 1950 (64 Stat. 44), for the Navaho and H 
Tribes; the act of August 21, 1951 (65 Stat. 193), for the Ute Indian Tribe of th¢ 
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intah one Ouray Reservation, Utah; and the act of August 12, 1953 (Public 
Law 251, 88d Cong., Ist sess., 67 Stat. 540), for the Ute Mountain Tribe of the 
Ute ae Reservation. 

In the interest of uniform legislation at least as to the Ute Indians, it is sug- 
gested that the bill be amended to conform to the last mentioned act which was 
amended to provide certain limited tax benefits and in other minor particulars. 
Such amendments would be as follows: 

On page 2, line 3, after the colon insert the following: 

Provided further, That neither the transfer to the tribe of tribal funds, nor 
distribution thereof to individual members of the tribe, as provided herein, 
those funds consisting of compensation for lands acquired by the United 
States Government, shall be subject to Federal tax:”’ 
On page 2, lines 3 and 4, delete the words ‘‘ Provided further,” and in lieu thereof 
sert the words ‘‘And provided further,” 
On page 3. line Ss, delete the colon and in lieu thereof insert a} eriod 
On page 2, line 8, bezinning with the word ‘“‘And” delete the balance of tl 
ind in lieu thereof insert the following new section: 
2. No part of the funds authorized to be expended or advanced pursuant 
ction 1 shall be paid or disbursed to or received by any agent or attorney on 
nt of any contract for services rendered or to be rendered or expenses in the 
aration of any suit against the United States.” 

e exemption from taxation which the first amendment accomplishes is prob- 

declarative of existing law. The funds in question represent commutation 

eash of capital assets originally held by the tribe. The Court of Claims 
ment and the act of August 21, 1951 (65 Stat. 193), confirmed in the Indians 

r right to the funds arising out of acquisition of tribal lands by the United 
tes years ago. 

permanent a ithorization in this bill will g ; 
iore responsibility for, the use of its tribal fur ids, and is needed in order to 
ake a constructive use of the judgment by the C ‘oer of ( ‘laims on July 13, 1950, 
favor of the Ute Indians (117 Ct. Cls. 433 The share of the Southern Ute 

e of the Southern Ute Reservation in that judgment is approximately $5,900,- 
) as determined by the act of August 21, 1951 (65 Stat. 193 
The tribe has prepared a rehabilitation program which includes a per eapita 

ent limited to $1,000, and plans to develop its resources to raise the social 

1 economic standards of the members of the tribe, and to make possible the 
transfer to the Southern Ute Tribe of complete responsibility for the manage- 
nt of its tribal affairs. This program initiates the readjustment of the super- 
sion by this Department of the affairs of the Southern Ute Tribe. As objectives 
this program are achieved, this process will lead progressively toward the 
nination of the trust relationship between the Government and the tribe 
respect to the tribe’s property and the responsibility of the Government for 
shing special services to the Southern Ute Indians. This action is in accord 

1 the wishes and ultimate capabilities of the Southern Ute Tribe and is in 

‘ord with the policy of this Department. 

This program has been discussed in detail by the Southern Ute Indians with the 
taff of the Bureau of Indian Affairs of this Department. It represents a sound 
approach by the tribe in harmony with the policy of expediting the termination of 

ederal re sponsibility for the administration of the affairs of individual Indian 

es as rapidly as the circumstances of each tribe will permit and the transfer 
f cor a te control of tribal business affairs to the tribal organization. It also 

gnizes the responsibility of the individual Southern Ute Indian and the tribe 

contribute a fair share of the cost of services. Changes in detail are con- 

plated as experience is gained to support such changes. It is not considered 

at it would be practicable to limit the use of the tribe’s funds solely to the 

resent program. The tribe should have considerable flexibility in carrying out a 

gram with such far-reaching effects, subject to the approval of the Commis- 
sioner of the Bureau of Indian Affairs and the Secretary of the Interior. 

The Southern Ute Tribe, numbering some 540 people, reside on a reservation 
which is located in portions of the counties of Archuleta, La Plata, and Montezuma 

southwesteru Colorado. For many years these Indians have been substantial 
urmers along the Pine River, but the lack of capital has made it difficult for 

em to develop their farms to a standard which would provide them with an 
idequate farm income. Most of the adult members of the tribe speak, read, and 
write the English language, and many of them have had considerable experience 
business dealings with their non-Indian neighbors. The Southern Ute Council 


juipped to give the leadership which the tribe needs in this development 


pe: the tribe ereater control over 
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The Southern Ute recognize that they make up a portion of the peoples of the 
San Juan Basin in the State of Colorado. We believe that these Indians should be 
encouraged to improve their social and economic standards to a degree which wil] 
make possible at an early date their complete integration into the social, economic, 
and political life of this basin. These Indians recognize that their progress affects 
not only their own welfare, but that of all the peoples of the basin. The wise 
expenditure of these funds should enable them to accomplish these objectives, 
The provisions for the secretarial review of their proposals should prevent the 
improvident use of these funds. 

The Bureau of the Budget has advised me that there is no objection to the 
submission of this report to your committee. 

Sincerely yours, 
F. E. WormseEr, 
Assistant Secretary of the Interior 

The committee has amended the bill as introduced to exempt from 
Federal taxation both the transfer to the tribe of tribal funds, and 
the distribution of such funds to individual tribal members. Such 
exemption operates with respect to funds consisting of compensation 
for lands acquired from the Southern Ute Tribe by the United States 
Government. 

The committee unanimously agrees that such initial transfer and 
distribution should be so exempted in view of the source of thege 
funds. In each instance, the funds merely represent commutation 
into cash of capital assets originally held by the tribe. Following 
acquisition of these lands by the United States, and for more than 
80 years thereafter, the Indians were denied both the use of its land 
and its commuted value. By virtue of the Court of Claims judg- 
ment of July 13, 1950, and the act of Congress of August 21, 1951 
(65 Stat. 193), the Indians for the first time had confirmed in them 
their right to the funds arising directly as a result of the Federal land 
acquisition. The committee recommends that disbursements under 
this act should first be made from trust funds held by the Secretary 
of the Interior and bearing 5-percent interest. 

H. R. 6173, as indicated above, will give the tribe greater control 
over, and more responsibility for, the use of its tribal funds, and is 
needed in order to make a constructive use of the judgment by the 
Court of Claims. The planned rehabilitation program will imme- 
diately raise the social and economic standards of the tribal members, 
and provide for their future integration into the social, economic, and 
political life of the area. The achievement of these objectives should 
make it possible to plan with the tribe in the future for the termina- 
tion of the trust relationship between the Government and the tribe 
with respect to the tribe’s property, and the responsibility of the 
Government to furnish special services to these Indians. 

Attention is especially directed to the provision that purchase of 
taxable lands under this authority shall not operate to remove such 
lands from the tax rolls. 

Enactment of H. R. 6173 as amended is unanimously recommended 
by the Committee on Interior and Insular Affairs. 
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AUTHORIZING THE CONVEYANCE TO THE HOT SPRINGS SCHOOL 
DISTRICT AND TO GARLAND COUNTY, ARK., FOR SCHOOL AND 
FOR OTHER PUBLIC PURPOSES, OF CERTAIN LAND ORIGINALLY 
DONATED TO THE UNITED STATES AND SITUATED IN HOT 
SPRINGS NATIONAL PARK, ARK. 


May 10, 1954.—-Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 


Mr. Miuuer of Nebraska, from the Committee on Interior and Insular 
Affairs submitted the following 


REPORT 
[To accompany H. R. 8038] 


The Committee on Interior and Insular Affairs, to whom was 
referred the bill (H. R. 8038) to authorize the conveyance to the 
Hot Springs School District and to Garland County, Ark., for school 
and for other public purposes, of certain land ori ginally donated to the 
United States and situated in Hot Springs National Park, Ark., and 
for other purposes, having considered the same, reports favorably 
thereon without amendment and recommends that the bill do pass 


EXPLANATION OF THE BILL 


The purpose of this bill is to authorize the Secretary of the Interior 
to convey approximately 35 acres of land in Hot Springs National 
Park to the Hot Springs School District and to Garland County, 
Ark., for school and for public health use. 

This land originally was donated by the county to the United States 
for public health use. While held by the Federal Government as 
part of the Hot Springs National Park, it is detached from the park 
proper and does not immediately adjoin it. It has never been used 
for park purposes. 

The committee understands that the Public Health Service has not 
occupied the land for several years. Representatives of the National 
Park Service testified that the problem of maintaining and protecting 
the area is becoming burdensome, and recommended return of the 
land to the local authorities. 
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H. R. 8038 provides that any costs incidental to making the con. 
veyance shall be borne by the Hot Springs School District and by 
Garland County. It further provides for retention by the Secretary 
of any improvements, appurtenances, and facilities needed for the 
National Park Service. 

The favorable report of the Department of the Interior is as follows: 


DuPARTMENT OF THK INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington D. C., April 1, 1954. 
Hon. A. L. MILuER, 
Chairman, Commitee on Interior and Insular Affairs, 
House of Representatives, Washington, Bp. €. 

My Dear Dr. MitueR. Your committee has requested a report on H. R, 
8038, a bill to authorize the conveyance to the Hot Springs School District and 
to Garland County, Ark., for school and for other public purposes, of certain 
land originally donated to the United States and situated in Hot Springs National 
Park, Ark., and for other purposes. 

We recommend the enactment of this bill. 

H. R. 8038 would authorize the Secretary of the Interior to convey certain 
property to the county and the school district without consideration but upon 
such terms and conditions as the Secretary may consider tc be in the public interest 
The property comprises approximately 35 acres of land within Hot Springs 
National Park which was donated to the United States by the county. The 
bill provides that any costs incidental to accomplishing the conveyances shall 
be borne by the Hot Springs School District and by Garland County. The 
bill provides for retention by the Secretary of such improvements, appurtenances, 
and facilities as may be necessary for purposes of the national park system. 

There are situated on the land several structures that are from 14 to 20 years 
of age and on which no appreciable maintenance has been perfcrmed for several 
years. These properties are chiefly of frame construction, and we are advised 
that they were built almost entirely with funds provided by the Federal Emergency 
telief Administration, the Works Progress Administration, and the United States 
Publie Health Service. We understand also that labor for such construction was 
contributed by inmates of the medical center. 

It is estimated that the cost of rehabilitating these structures would be $150,000 
or more. Except for 2 or 3 of the structures, they are not needed in the adminis- 
tration of the park. Four of the structures already have been declared surplus 
and will be disposed of accordingly. If some of them can be rehabilitated and 
used by the Hot Springs School District and by Garland County health and 
welfare unit, it appears that, in view of the original donation of the land to the 
United States, there should be no objection to such use. 

Since I am informed that there is a particular urgency for the submission of the 
views of the Department, this report has not been cleared through the Bureau of 
the Budget and, therefore, no commitment can be made concerning the relation- 
ship of the views expressed herein to the program of the President. 

Sincerely yours, 
OrME Lewis, 
Assistant Secretary of the Interior 


Enactment of H. R. 8038 is unanimously recommended by the 
Committee on Interior and Insular Affairs. 
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DISPOSITION OF SUNDRY PAPERS 


May 10, 1954 rdered to be printed 


Mr. Bisnop, from the Joint Committee on Disposition of Executive 
Papers, submitted the following 


REPORT 


[Pursuant to 57 Stat. 380‘and 59 Stat. 434] 


The joint select committee of the Senate and House of Representa- 
tives, appointed on the part of the Senate and House of Representa- 
tives and acting in compliance with the provisions of the act approved 
July 7, 1943 (57 Stat. 380), as amended by the act approved July 6, 
1945 (59 Stat. 434), respectfully reports to the Senate and House of 
Representatives that it has received and examined the report of the 
Archivist of the United States No. 54-12, dated April 26, 1954, to the 
83d Congress, 2d session, submitting the following lists or schedules 
covering records proposed for disposal by the Government agencies 
indicated : 


Agency by which submitted 


partment of the Air i 
using and Home 
Agency 
Civil Aeronautics Board 
De 
Do 
Do 
Department of the Navy 
Department of the Army 
Farm Credit Administration 
Civil Aeronautics Board 
Department of Justice 
Department of the Air | 
Department of the Army 
|} Department of the Navy 
} Central Intelligence Agency 
Do 
Do 
partment of Justice 


SLALZLLLLLLLLELA A 
a a tl ll 
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Your cominittee reports that the records proposed for disposal in 
the said lists or schedules reported by the Archivist of the United 
States do not, or will not after the laps » of the period specified, have 
sufficient administrative, legal, research, or other value to warrant 
their continued preservation by the Government and recommends 
that their disposal be accomplished subject to the proviso of section § 


and the provisions of section 9 of the aforementioned act, as amended. 
Respectfully submitted to the Senate and House of Representa- 


tives. 
C. W. BrisHop, 
Epwarp A. GARMATZ, 
Mi mbers On thi Part of the House. 
FRANK CARLSON, 
OuIn D. JOHNSTON, 
Members on the Part of the Senate. 
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AMENDING THE CHARTER OF THE COLUMBIA 
INSTITUTION FOR THE DEAF 


May 10, 1954.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 


Mr. McConnELL, from the Committee on Education and Labor, 
submitted the following 


REPORT 


[To accompany H. R. 6655] 


The Committee on Education and Labor, to whom was referred the 
bill (H. R. 6655) to amend the charter of the Columbia Institution 
for the Deaf, change its name, define its corporate powers, and pro- 
vide for its organization and administration, and for other purposes, 
having considered the same, reports favorably thereon with amend- 
ments and recommends that the bill do pass. 

The amendments are as follows: 

Page 3, line 11, strike out ‘‘four’’ and insert “three’’; strike out line 
15; strike out all of line 16 except ‘‘(2)’’; line 17, strike out ‘“nine”’ 
and insert ‘‘ten’’ 

Page 8, line 24, strike out “857”’ and insert ‘‘837 


” 


DESCRIPTION AND HISTORY 


Columbia Institution for the Deaf is a nonprofit federally aided 
corporation which consists of Gallaudet College and Kendall School. 
Gallaudet is the only college in the world exclusively for deaf students. 
Its student body comes from all over the United States. Kendall 
School is an elementary and secondary school for the deaf, most of 
whose students come from the District of Columbia. It is also the 
ractical teacher-training facility for Gallaudet College. Both are 
ocated on a 94-acre campus at Florida and West Virginia Avenue NE. 
Washington, D. C. 

Columbia Institution was inc orporated by act of Congress approved 
February 16, 1857 (11 Stat. L. 161). It was authorized to confer 
degrees by act of Congress approved by President Lincoln, April 
8, 1864 (13 Stat. L. 45). Throughout its history it has never been 
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a Federal instrumentality although most of its facilities and yp. 
port has come from Federal appropriations. The responsible gover. 
ing body of the institution is a Board of Directors of 13 member 
3 of whom are required by law to be Members of Congress, ¢), 
rest. being selected by the Board. One of the three Members ,: 
Congress on the Board must be a Senator appointed by the Viq 
President, and the other two Representatives appointed by {}, 
Speaker of the House. Currently those Members are: Senato; 
Leverett Saltonstall of Massachusetts, Congressman John Phillips, of 
California, and Congressman Homer Thornberry, of Texas. By , 
recent resolution of the Board the Secretary of Health, Educatioy 
and Welfare. or her designee, was made ex officio a member of the 
Board. The other members are private citizens. 


PURPOSE OF THE BILL 


This bill will provide a new charter and substantive legislation fo; 
the Columbia Institution for the Deaf and change its name to (al. 
laudet College 

The bill will lay a sound up-to-date statutory basis for the iristity. 
tion under which plans for improving its plant, strengthening jjs 
academic standing, and otherwise increasing its usefulness to the deaf 
and to the Nation can be put into effect without further delay. Th 
bill will provide a new charter for the institution under which th; 
board of directors will be given full powers over the institution 
including appointment of officers, faculty members, or other employees 
of the institution (who are not Federal employees, except for purposes 
of the Civil Service Retirement Act), and authority with respect to th; 
curriculum and all other aspects of management. 

The bill will also more clearly define the responsibilities of Columbia 
Institution toward the Federal Government and of the Federal 
Government toward Columbia Institution. Existing relationships 
are based on a series of disconnected substantive and appropriations 
acts of Congress extending over almost 100 years, many of them nov 
out-of-date and inadequate for present-day operations. In view of 
the prospect that the bulk of the institution’s income must continue to 
come from the Federal Government, it is particularly important that 
there be a clear-cut permanent statutory authorization for appropria- 
tions for maintenance, operation, student aid, and construction witb- 
out, however, committing the Federal Treasury to any specific level 
or share of expenditures. The bill contains such a statutory authori- 
zation. 

At the present time the institution has a great need for new facilities 
and additional better-trained teaching personnel in order to becom 
an accredited college. It seems most fitting to the committee that 
this college, which is so closely connected with the Federal Government 
and is the only college for training deaf persons in the entire world, 
should be adequate to take care of applicants who have no other place 
to receive college training and that the college have a sufficiently high 
standing to become accredited. 

In order for the Board of Directors to exercise the financial authority 
normally vested in a college board and particularly in order for them 
to be able to exert a fair share of the necessary fiscal efforts, they should 
be granted authority to utilize the assets of the institution to the best 
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advantage. Under existing law, the institution cannot sell any of 
its real estate except upon approval through a special act of Congress. 
It is now faced with the anomaly of holding in idleness acres of un- 
veeded land in the center of W ashington even though it is in serious 
a of money beyond the present Federal aid. The requirement of 
special legislation to effect a sale seriously hampers the institution 
in negotiating for the profitable disposal of this property. The bill 
permits disposal of this property by the Board with the approval of 
the Secretary of Health, Education, and Welfare, but would require 
he pees eeds to be invested in capital assets. 

The bill also gives the Board clear authority to exercise directly 

r through the officers of the institution the same discretion that the 
ficers of universities normally exercise with respect to the admission 
of students, the granting of scholarships, the evaluation of qualifica- 
tions, ete., subject to the basic statutory policy that the goal of the 
nstitution is the education of deaf persons. At present the authority 
to extend scholarship aid is limited to not more than 145 students per 
vear While the powers of the Board with respect to the student body 
are cloudy and scattered throughout numerous pieces of legislation. 

With respect to the schoolchildren of the District of Columbia who 
are deaf, it is clearly the responsibility of the District government to 
arrange for their education. Consequently, this bill does not propose 
changes in law pertaining to the admission or instruction of students 
for whose education the District of Columbia is responsible. The 
bil permits continuation of the present system under which the 
District government contracts with Columbia Institution for the 

mentary and secondary education of District deaf children and the 
District of Columbia Superintendent of Schools determines which 
children should attend. 

It is proposed to rename the institution Gallaudet College because 
this is the name by which it is generally known throughout the 
country; it has long since ceased to be a charitable, as contrasted with 
an educational institution; the Kendall School now has as its primary 
mission the role of serving as a facility for practice teaching and ob- 
servation by college students. 

To recapitulate, the bill will give the Board of Directors authority 
similar to that normally enjoyed by boards of trustees of public and 
private colleges and universities; place the Board in a better position 
to realize existing assets and to raise additional money from non- 
Federal sources; authorize Federal aid on a sound, permanent basis 
but without commitments; and bring up to date the relevant legis- 
lation, and repeal obsolete or inconsistent laws. 


AMENDMENTS 


The original bill provided for the appointment of 4 public members 
to the Board of Directors of Gallaudet College, including a United 
‘tates Senator, 2 Members of the House of Representatives, and the 
Secretary of the Department of Health, Education, and Welfare or 
his duly designated alternate. Present legislation authorizes the 
ippointment of the Senator and two Representatives, but the Secre- 
tary of Health, Education, and Welfare is not specifically designated 
to serve on the Board. An Assistant Secretary of the Department 
has recently been designated a member of the Board of Directors, 
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following a request to the Secretary to become a member of ¢h, 
Board or to designate a member. The committee amended the bil 
so that the Secretary of the Department of Health, Education, an, 
Welfare, or his duly designated alternate, would not be req tired by 
statute to be a member of the Board of Directors. The committe 
made this change so as to avoid any possible criticism of the Feder 
Government for direct intervention in the affairs of an educational 
institution. So long as membership on the Board by a represents. 
tive of the Department is at the request of the other members of ¢h 
Board of Directors, there would seem to be little likelihood of criticig 
on this score. The Secretary of Health, Education, and Welfare o, 
his duly designated alternate can and probably will continue to serv 
on the Board of Directors by request. 

The amendment on page 8, line 24, changing “857” to “837” was 
made in order to correct a ty pographical error. 


SECTION BY SECTION ANALYSIS 


Section 1.—This section continues the corporate status of th 
corporation created by the act of February 16, 1857, and changes 
the name of the corporation from ‘Columbia Institution for th 
Deaf’ to ‘Gallaudet College.’’ This sction also makes clear tha 
the corporation will be governed by the succeeding provisions of this 
bill rather than by the provisions of the act of February 16, 1857, 

Section 2.—The purposes of the corporation are here stated to b 
“to furnish education and training to deaf persons and otherwise t 
further the education of the deaf.’’ The teacher training and r- 
search activities of the institution are illustrative of the second por. 
tion of this purpose clause; through such activities the institution 
aids in the education and training of deaf persons throughout the 
country by providing teachers and by developing new and improved 
educational techniques for use in other educational institutions 
where deaf persons may be in attendance. 

This statement of the purposes of the institution corresponds with 
its present and long-range objectives as exemplified by policies and 
operations now in effect at the institution. 

Section 3.—Subsection (a) of this section gives the corporation ful 
authority over the acquisition, use and disposition of its proper 
and confers upon it the usual rights and powers incident to corporat 
status. It also subjects the corporation to all liabilities and obligs- 
tions of predecessor corporations. 

Subsection (b) authorizes the Board of Directors of the corporation 
with the approval of the Secretary of Health, Education, and Welfare 
to dispose of real estate vested in the United States as trustee for tl: 
use of the corporation, requires that the proceeds of any such dis 
position be treated as capital assets, and permits only the interest from 
such proceeds, if invested, to be used for current operating expenses 

These powers correspond to those now exercised by Columbia 
Institution for the Deaf with the exception that there are now im- 
portant limitations on the power of the corporation to dispose of ils 
real property. Thirty-one District of Columbia Code, section 1004 
provides that no portion of the corporation’s real estate may be 
aliened, sold, or conveyed “except upon the authority of a special 
act of Congress.” 
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In addition, all real property now used by the corporation is held 
hy the United States as trustee, transfer of such title to the United 
States having been required many years ago as a condition to an 
appropriation by Congress to the corporation to pay off the unpaid 
balance of the purchase price of a portion of its real property. The 
statutory provision underlying this restriction is found in the act of 
June 10, 1872, 17 Statutes at Large 360, an appropriation act for the 


fiscal year ending June 30, 1873.' 
ent provision reads as follows 
e for payments due and unpaid on July Ist, 1872, on the purchase by the it 
1s Kendall Green, seventy thousand dollars: Provided, That before the expenditi 
sppropriation, by proper deeds of conveyance, to be approved by the Attorney Ger 
es, all the real estate now owned by the said Columbia Institution for the Deaf 
ed in the United States, as trustee, for the sole use and purpose provided in the act er 
wrporate the Columbia Institution for the Instruction of the Deaf and Dumb and the B 
bruary 16, 1857, and the several acts amendatory thereof: Provided, That whenever Congress 
1 1ine, any part of said estate may be sold, and so much of the proceeds thereof as shal] be needful 
e shall be applied to reimburse the United States for the expenditure herein provided,’ 


tit! 


: , 
lind, 


However, Congress has in the past by special act authorized dis- 
osition of various pieces of real property belonging to the corporation, 
for example, act of August 3, 1939 (53 Stat. 1179). Under this act 
funds realized from disposition of the property involved were re- 
iired to be considered as part of the capital structure of the corpora- 
on, and only the income of any investment of these funds can be 
sed for current expenses of the institution. Accordingly, the proviso 
ause in section 3 (b) of the bill imposes a substantiallv similar limita- 
tion upon the use of any proceeds from the disposition of real property 
eld by the United States as trustee. 

Section 4.—Section 4 authorizes the corporation to receive, use, and 

spose of gifts of money or other property. 

Section 5.—This section vests direction and control of the corpora- 
tion in a Board of Directors, and sets forth the composition of the 
Board. The Board is to consist of 3 public members, 2 from the 

ved House of Representatives, and 1 from the Senate. Ten other mem- 

ions fe bers are to be elected by the Board of Directors. The section sets 

forth the terms of the congressional members and the powers of the 

Board of Directors with respect to filling vacancies in the nonpublic 

membership, and with respect to the removal, for cause, of nonpublic 
mbers. 

The Board as it would be constituted under the bill corresponds with 
the Board as presently constituted. 

» Section 6.—This section sets forth the powers of the Board of 

» Directors with respect to the management and control of the corpora- 
on. These powers correspond to those exercised by the Board under 
isting law, 

Section 7.—Subsection (a) continues the existing requirement that 

) ul financial transactions and accounts of the corporation in connection 
with the expenditure of Federal funds appropriated for its use, be 
settled and adjusted in the General Accounting Office. Subsection 
b) requires the Board of Directors of the corporation to make or 
nave made annually a report to the Secretary of Health, Education, 
ind Welfare of the condition of the corporation. The provisions of 
these two subsections correspond substantially with existing law. 
Section 8.—This section authorizes the appropriation by Congress 
} of funds for the operation and maintenance of the corporation. More 
specifically funds are authorized for scholarships and other student 
ald, for research, for the acquisition of property, and for construction. 
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Under existing law the authorization of appropriations for scholar. 
ships is limited to 145 students a year, and there is no permanen; 
authorization for the appropriation of funds for the construction of 
buildings and other facilities. The desirability of removing thp 
statutory limitations on the number of students who may be educated 
at Government expense, and the need for a permanent authorization 
of appropriations for construction, have already been explained. 


EXPLANATION REGARDING LAWS TO BE REPEALED 


Section 9.—This section of the bill would specifically repeal various 
statutes pertaining to the Columbia Institution for the Deaf an 
predecessor corporations. For the most part the provisions repealed 
are covered, with or without modification, by the first eight sections 
of the bill explained above; a few would be repealed because they ap, 
obsolete. All the statutes which are specifically repealed are codifi 
in title 31 of the District of Columbia Code, 1951 edition, and the }jj 
includes references in the case of each statute to the section of | 
code involved. 

An item by item description of the statutes specifically repealed 
follows: 

R. S. 4859 (31 District of Columbia Code 1001).—This section refers 
to the creation of the corporation and bestows upon it the usual 
corporate powers. These powers are fully covered in section 
through section 8 of the bill. 

This section also contains a prohibition against the holding of rea! 
or personal property by the corporation “except as may be necessary 
to the maintenance and efficient management of the institution 
While this prohibition is not retained in the bill in this specific form 
it is implicit throughout its provisions since the corporation is not 
authorized to engage in any activities, including property ownership 
which are not in furtherance of the purpose of the institution as set 
forth in section 2 of the bill. 

R. S. 4860 (81 District of Columbia Code 1003).—This section obli- 
gates the corporation to the terms and conditions of the deed of trans- 
fer of another institution to the Columbia Institution for the Deaf 
which took place many years ago. The provision in the last sentenc 
of section 3 (a) of the bill subjecting the corporation to all liabilities 
and obligations outstanding against any predecessor corporation is 
sufficient to preserve the purpose of this old statute. 

R. S. 4861 (81 District of Columbia Code 1004).—This section limits 
the use of any real or personal property of the corporation to the pur- 
pose of educating the deaf and dumb, aad forbids the disposition of any 
of its real estate except upon authority of a special act of Congress. 

The first part of the statute is implicit in the bill and particularly 
in the statement of purpose at section 2 of the bill, although section 
2, in that it includes ‘furtherance of the education of the deaf” as a 
purpose of the corporation, appears to be somewhat broader than 
the purpose stated in the section of the Revised Statutes to be repealed, 
that is, “the education of the deaf and dumb.” The purpose of thi 
corporation has, however, always been broadly construed to support, 
for example, teacher training at the institution, and it is not believed 
that there is any substantive difference between the bill and this section 
of the Revised Statutes insofar as the overall purpose of the corporation 
is concerned. 
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The second part of Revised Statutes, section 4861, forbidding any 
disposition of corporate property without a special act of Congress, 
would no longer be in effect under the bill, since section 3 of the bill 
specifically authorizes the corporation to dispose of its property at 
will. and subsection “(b) goes farther and authorizes the Board of 
Directors, with the approval of the Secretary of Health, Education, 
and Welfare to dispose of property title to which is vested in the 
United States as trustee. This new authorization has already been 
@ xple ne al above. 

Ri ised Statutes, section 4862 (31 District of Columbia Code 1005) .- 
This section refers to the constitution of the institution as being the 
basic instrument governing its management. Enactment of the bill, 
which places all corporate powers in the Board of Directors, including 
the power to manage the institution, would render the original consti- 
tution and this section of the Revised Statutes no longer of any force 
and effect. 

Revised Statutes, section 4863 (31 District of Columbia Code 1006) .— 
This section authorizes the appointment of 2 Representatives and 1 
Senator to the Board of Directors and describes their terms. This is 
covered by similar provisions at section 5 of the draft bill. 

Revised Statutes, section 4865 (31 District of Columbia Code 1012).- 
This section authorizes the admission to the collegiate department of 
the institution of a limited number of students per year, on a scholar- 
ship basis, providing that they shall be received upon the same terms 
and conditions as prese ‘ribed for residents of the District of Columbia 
and prohibiting any support of any such student while he remains in 
the State of his residence (rather than at the institution). The bill 
covers the subject without, however, retaining the limitations on the 
number of students who may be so admitted or the terms upon which 
they can be afforded instruction. Instead, the bill at section 6 (a) 
rives full discretion to the Board of Directors to regulate the admission 
and instruction, care, and discharge of students, and at section 8 
authorizes such appropriations as Congress may determine necessary 
for the operation of the corporation, including sums necessary for 
student (scholarships) aid. 

Revised Statutes, section 4866 (81 District of Columbia Code 1015). 
This section charges judges of the Municipal Court of the District of 
Columbia with the duty of discovering all deaf and dumb persons and 
of reporting those who are of teachable age and in indigent cireum- 
stances to the president of the Columbia Institution for the Deaf. 
This section has long since become obsolete, and the responsibility 
for recommending deaf students from the District of Columbia is now 
ischarged by the superintendent of schools of the District of Colum- 
bia rather than by judges of the municipal courts. 

Revised Statutes, section 4868 (31 District of Columbia Code 1017).- 
This section relating to the annual report required to be made by the 
president and directors of the Columbia Institution for the Deaf to 
the Secretary of Health, Education, and Welfare is embodied without 
substantial change at section 7 (b) of the draft bill. 

Revised Statutes, section 4869 ry District of Columbia Code 1019).— 
This section directs the Secretary of the Interior to provide instruction 
to indigent blind persons of teachable age in Maryland or some other 
State. It is now obsolete inasmuch as such functions are now 
discharged by the superintendent of schools of the District of Columbia 
rather than by any Federal official. 
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Chapter 52, Thirteenth Statutes at Large, section 45 (31 District 
Columtra Code 1002).—This section relating to the conferring of 
academic degrees upon graduates of the institution is covered among 
the powers of the Board of Directors under section 6 (g) of the draf; 
bill. 

Proviso at Twenty-first Statutes at Large, sections 275, 276 (31 Di strict 
of Columbia Code 1009).—This clause requires the Secretary of the 
Interior to provide instruction in Pennsylvania or some other Stat, 
to feebleminded children who apply for admission to the Columbia 
Institution for the Deaf and are found by the president to be feeble- 
minded. This section is obsolete, the care and instruction of such 
children being elsewhere fully provided for in the District of Columbia 
Code and discharged by District of Columbia, rather than by Federal] 
officials. The amendment to this clause made by Twenty-sixt! 
Statutes at Large, section 393, would also be repealed. 

Proviso of Twenty- second Statutes at Large, sections 625, 626 (31 Dis 
trict of Columbia Code 1018).—This provision requiring the institutior 
to include in its report an itemized statement of all its employees, their 
salaries or wages, and a statement of all other expenses, is in pari 
covered by section 7 (b) of the bill and in part covered by the norma 
procedure for the submission of estimates in connection with annua 
requests for appropriations of funds to operate the institution. 

Provisos at Twenty-sizth Statutes at Large, section 393 (31 District 
Columbia Code 1013 and 1014).—The first of these provisos prevents 
admission to the Columbia Institution for the Deaf of more than 
students on a scholarship basis from any 1 State while there are appli- 
cants from another State. This provision, coupled with the provisions 
in Revised Statutes, section 4865 (31 District of Columbia Code 1012 
above, for 145 scholarships, is designed to assure an equitable distri- 
bution of the scholarship aid among the several States to the extent 
that there are applicants from the States (i. e., 3 per State). In view 
of the removal of the limitation in the bill on the number of scholar- 
ships that may be provided by the college, this limitation no longer 
becomes meaningful. The matter of admissions would under the bill 
be wholly within the power of the Board of Directors upon which it 
may be noted the House and Senate are represented. It is believed 
that any rigid adherence to a State quota system would interfere with 
the most efficient and effective management of the institution 

The second proviso is repetitious of the proviso from Twenty- 
second Statutes at Large, section 625 (31 District of Columbia Cod 
1018), above, and would be repealed for similar reasons. 

Proviso from Thirtieth Statutes at Large, section 624 (81 District of 

Columbia Code 1007).—This section pertains to the terms of office and 
powers of the directors of the institution and requires s that accounts for 
disbursements of all moneys appropriated by Congress for the institu- 
tion be settled and adjusted at the General Accounting Office. Th: 
substance of this section is included without material change at sec- 
tion 5, section 6 (h), and section 7 (a) of the bill. 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as 
introduced, are shown as follows (existing law proposed to be omitted 
is enclosed in black brackets, existing law in which no change is pro- 
posed is shown in roman): 








AMEND CHARTER OF COLUMBIA INSTITUTION FOR THE DEAF 9 


REVISED STATUTES OF THE UNITED STATES 


ros: 1859. The corporation created by the Act of February 16, 1857, under 
the e of the “Columbia Institution for the Instruction of the Deaf and Dumb 
Blind,” shall have perpetual succession, and be capable to take, hold, 
oy lands, tenements, hereditaments, and personal property, to use a com- 
seal, and to alter the same at pleasure. But no real or personal property 
e held by the corporation, except such as may be necessary to the mainte- 
and efficient management of the institution 
1860. The terms and conditions of the deed of transfer of the funds and 
of Washington’s Manual Labor School and Male Orphan Asylum Society 
District of Columbia shall be as obligatory upon the Columbia Institution 
e Deaf as if they formed a part of its charter. 
+861. No part-of the real or personal property held or acquired by the 
imbia Institution for the Deaf shall be devoted to sny other purpose than 
jucation of the deaf and dumb, nor shall any portion of the real estate be 
ed, sold, or conveyed, except under the authority of a special act of Congress. 
gc. 4862. The Columbia Institution for the Deaf shall be managed as pro- 

d for in its constitution, and such additional regulations as may from time 

ne be found necessary. The constitution may be altered consistently with 

in the manner therein provided. 

[Sec. 4863. In addition to the directors whose appointment has been provided 
for by law, there shall be three other directors of the Columbia Institution for 

Deaf, appointed in the following manner: One Senator by the President 

he Senate, and two Representatives by the Speaker of the House. These 
tors shall hold their offices for the term of a single Congress and be elicible 

a reappointment. 

* * * * * * x 

[Sec. 4865. Deaf mutes, not exceeding one hundred and forty-five in number, 
residing in the several States and Territories, applying for admission to the col- 
legiate department of the Columbia Institution for the Deaf, shall be received on 
the same terms and conditions as those prescribed by law for residents of the 
District of Columbia, at the discretion of the president of the institution; but no 
student coming from either of the States shall be supported by the United States 
luring any portion of the time he remains therein. 

[Sec. 4866. It shall be the duty of the judges of the municipal court of the 
District of Columbia to ascertain the names and residences of all deaf and dumb 
persons within their respective districts; who of them are of teachable age, and 
iso who of them are in indigent circumstances; and to report the same to the 
president of the Columbia Institution for the Deaf. 

* * * * * * 

4868. It shall be the duty of the president and directors of the Columbia 
tution for the Deaf to report to the Secretary of the Interior the condition of 
nstitution on the Ist day of July in each year, embracing in the report the 
ber of pupils of each description received and discharged during the preceding 
and the number remaining in the institution; also the branches of knowledge 

dustry taught, and the progress made therein; also a statement showing the 

eipts of the institution, and from what sources, and its disbursements, and for 
vhat objects. 

[Sec. 4869. Whenever the Secretary of the Interior is satisfied, by evidence 
produced by the president of the Columbia Institution for the Deaf, that any 
lind person of teachable age cannot command the means to secure an edcuation, 
e may cause such person to be instructed in some institution for the education of 
he blind, in Maryland, or some other State, at a cost not greater for each pupil 
than is, or may be for the time being, paid by such State, and to cause the same 
to be paid out of the Treasury of the United States.] 

* - * * * 


Act or APRIL 8, 1864 (13 Strat. 45) 
{An Act to authorize the Columbia Institution for the Deaf and Dumb and the Blind to confer Degrees. 


[Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That the board of directors of the Columbia 
Institution for the instruction of the deaf and dumb and the blind be, and they 
are hereby, authorized and empowered to grant and confirm such degrees in the 
liberal arts and sciences to such pupils of the institution, or others, who, by their 
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proficiency in learning or other meritorious distinction they shall think entitja 
to them, as are usually granted and conferred in colleges; and to grant to s rch 
graduates diplomas or certificates, sealed and signed in such manner as said board 
of directors may determine, to authenticate and perpetuate the memory of syeh 
graduation. J 


APPROPRIATION AcT oF JUNE 16, 1880 (21 Strat. 275) 
* . * * + * + 


COLUMBIA INSTITUTION FOR THE DEAF AND DUMB 


Current expenses, Columbia Institution for the Deaf and Dumb: For suppor 
of the institution, including salaries and incidental expenses, and five hundred 
dollars for books and illustrative apparatus, and two thousand five hundred 
dollars for general repairs, fifty-three thousand five hundred dollars[[: Provided 
That when any indigent applicant for admission to the institution, belonging ; 
the District of Columbia, and being of teachable age, is found on examinatior 
the president of the institution to be of feeble mind, and hence incapable oj 
receiving instruction among children of sound mind, the Secretary of the Interior 
may cause such person to be instructed in some institution for the education of 
feebleminded children in Pennsylvania, or some other State, at a cost not greater 
for each pupil than is, or may be for the time being, paid by such State for similar 
instruction, and the sum necessary therefor is appropriated out of the sum above 
provided for current expenses of the institution]. 

” . & * * * * 


APPROPRIATION Act or Marcu 3, 1883 (22 Srart. 625) 
: . * * * * 


COLUMBIA INSTITUTION FOR THE DEAF AND DUMB 


For current expenses of the Columbia Institution for the Deaf and Dumb: 
For support of the institution, including salaries and incidental expenses and for 
books and illustrative apparatus, for general repairs, and improvements, fifty 
five thousand dollars: Provided That no more than twenty five thousand dollars 
of said sum shall be expended for salaries and wages [: Provided further, Hereafter 
the report of said institution shall contain an itemized statement of all employees, 
the salaries or wages respectively, each of them, and also of all other expenses of 
said institution. 

* » * * . . ® 








APPROPRIATION Act or AucusT 30, 1890 (26 Stat. 392) 


* * * a* * * * 
COLUMBIA INSTITUTION FOR THE DEAF AND DUMB 


Current expenses of the Columbia Institution for the Deaf and Dumb: For 
support of the institution, including salaries and incidental expenses, and for books 
and illustrative apparatus and for general repairs and improvements, forty-sever 
thousand five hundred dollars: Provided, That deaf-mutes, not exceeding sixty 
in number, admitted to this institution from the several States and Territories 
under section forty-eight hundred and sixty-five of the Revised Statutes, shall 
have the expenses of their instruction in the collegiate department paid fron 
this appropriation, together with so much of the expense of their support when 
indigent and while in the institution as may be authorized by the board of trustees, 
with the approval of the Secretary of the Interior[[; and hereafter there shall not 
be admitted to said institution under section forty-eight hundred and sixty-five 
of the Revised Statutes, nor shall there be maintained after such admission, at 
any one time from any State or Territory exceeding three deaf-mutes while there 
are applications pending from deaf-mutes, citizens of States or Territories having 
less than three pupils in said institution: Provided further, That hereafter there 
shall be included in the annual Book of Estimates a statement showing the number 
of eg employed each year in this institution and the compensation paid to 
each]. 
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nable the Secretary of the Interior to provide for the education of feeble- 
ied children belonging to the District of Columbia as provided for in the act 
ved June sixteenth, eighteen hundred and eighty, three thousand four 
{ dollars. One-half of this sum shall be paid out of the revenues of the 
strict of Columbia and one-half out of the Treasury of the United States [, and 
‘ the estimates for this expense shall each year be submitted in the annual 
ates for the expenses of the government of the District of ( olumbia] 
* * * * * re * 


APPROPRIATION Act or JuLy 1, 1898 (30 Srar. 624 
x * * * x . 


nt expenses of the Columbia Institution for the Deaf and Dumb: For 
of the institution, including salaries and incidental expenses, for books 
{ illustrative apparatus, and for general repairs and improvements, fifty-four 
isand five hundred dollars: [Provided, That directors appointed under the 
sions of section forty-eight hundred and sixty-three of the Revised Statutes 
United States shall remain in office until the appointment and acceptance 
fice of their successors; and the directors of the institution shall have control 
disbursement of all moneys appropriated by Congress for the benefit of said 
tution, accounts for which shall be settled and adjusted at the Treasury De- 
ent as required by the provisions of section two hur dred and thirty-six of 
ised Statutes. ] 
* * * * * * 


O 











3p ConarEss (| HOUSE OF REPRESENTATIVES Report 
1 Session j ( No. 1573 


NDING BEST WISHES OF THE GOVERNMENT AND 
PLE OF THE UNITED STATES TO BEREA COLLEGE, 
BEREA, KY. 


10, 1954.—Referred to the House Calendar and ordered to be printed 


\icConneELL, from the Committee on Education and Labor, 
submitted the following 


REPORT 
{To accompany H. Con. Res. 206] 


( 


he Committee on Education and Labor, to whom was referred the 
rent resolution (H. Con. Res. 206), having considered the same, 
favorably thereon with amendments and recommend that the 
rrent resolution do pass. 
‘amendments are as follows: 
Strike out the first eight paragraphs of the matter preceding the 
ng provision. 
3, line 5, insert ‘fone hundredth” between the words ‘‘its’”’ 
anniversary”’. 
concurrent resolution provides for the extension by the 
Congress of the United States the best wishes of the Government and 
people of the United States to Berea College, Berea, Ky., upon 
servance of its one hundredth anniversary. 
committee deleted the first eight paragraphs preceding the 
olving provision of the resolution. These provisions contain 
‘details with respect to the founding, growth, method of opera- 
‘cial programs, and accomplishments of Berea College. The 
nittee, although recognizing the values of the program and 
mplishments of Berea College, considered it inadvisable to include 
details in the resolution because to do so might possibly be 
rpreted as approval of a particular program of higher education 
eping with the American tradition of noninterference with local 
and private educational systems, it is necessary that the 
Congress and Federal agencies carefully guard against any implied 
val of a special or unique school or college program that might 
to create a pattern advocated by the Federal Government. 
Hence, a simple and sincerejextension of best wishes was considered 
by the committee to be adequate and appropriate. 
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» (ONGRESS 


Nession j 


COPPER IMPORT-TAX SUSPENSION 


Committed to the 


of the I 


ep of New York, from the Committee on Ways and Means, 


submitted the following 
REPORT 
[To accompany H. R. 7709] 


(he Committee on Ways and Means, to whom was referred the bill 
H. R. 7709) to continue until the close of June 30, 1956, the suspen- 


\ 


ertain import taxes on copper, having considered the same, 
{ that 


favorably the ‘reon with an amendment and recommend th: 
ill. as amended, do pass. 
amendment is as follows: 
1, lines 6, 7, and 8, strike out ‘June 30, 1954, or the termina- 
n of the national emergency proclaimed by the President on De- 
er 16, 1950, whichever is earlier’ and insert in lieu thereof ‘June 
954” 
PURPOSE 


R. 7709 amends the act of May 22, 1951 (Public Law 38, 82d 

), so as to continue until June 30, 1956, the suspension of the 
-cents-per-pound import tax on copper imposed under section 3425 
of the Internal Revenue Code (26 U.S. C., sec. 3425). Public Law 
38 provides for the suspension of the tax until the close of June 30, 
1954, In addition, Public Law 38 provides that the President shall 
revoke the suspension of the import tax if the average price of 
electrolytic copper for any calendar month falls below 24 cents per 
pound and this safeguard to our domestic copper mining industry is 
continued under H. R. 7709. The current domestic market price 
f{,copper has a range of 29% to 30 cents a pound. 


GENERAL STATEMENT 


Your committee is satisfied that a continuation of the suspension 
of the import tax on copper will have no adverse effect upon our do- 
mestic mining industry since it is at the present time unable to produce 
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2 COPPER IMPORT-TAX SUSPENSION 
sufficient refined copper to meet current domestic needs In the 
judgment of your committee there will continue to be a shortage of 
refined copper during the entire pe riod of the proposed extension 
Statistics for 1953 on unmanufactured copper consumption, pro. 
duction, and net United States imports (imports minus export 
indicate that the United States consumption was 1,840,000 short t 
production was 1,336,000 short tons, and net imports were 555,009 


ONS, 


short tons 

The committee amendment is clerical and simply removes thy 
language in the bill which was phrased to eliminate the provision of 
Public Law 38 to the effect that the suspension will terminate in the 
event the President proclaims the termination of the national emer. 
vency The lanvuage in question Was deleted by Publie La V 4 83d 
Congress, and, therefore, a similar amendment is unnecessary at this 
time 

Your committee has been assured that our domestic copper pro- 
ducers are in support of H. R. 7709, which was favorably reported by 
the unanimous vote of your committee. All of the departments 
concerned have furnished reports favorable to the enactment of this 
legislation 

CHANGES IN EXISTING LAW 


In compliance with clause » of rule XIII of the Rules Ol the House 
of Representatives, changes in existing law made by the bill, as 
introduced, are shown as follows (existing law proposed to be omitted 
is enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 


Pusiic Law 38, 82p CONGRESS 


CHAPTER 108, 1st SESSION 


H.R 





AN ACT To suspend certain import taxes on copper 


f, t enacted by the Senate and House of Re presentatives of the United States of 


America in Congress assembled, That the import tax imposed under section 3425 


of the Internal Revenue Code shall not apply with respect to articles (other than 
copper sulfate and other than composition metal provided for in paragraph 1657 
of the Tariff Act of 1930, as amended, which is suitable both in its composition and 
shape, without further refining or alloying, for processing into castings, not 


including as castings ingots or similar cast forms) entered for consumption or 
withdrawan from warehouse for consumption during the period beginning April 
1, 1951, and ending with the close of [June 30, 1954} June 30, 1956: Provided, 
That when, for any one calendar month during such period, the average market 
price of electrolytic copper for that month, in standard shapes and sizes, delivered 
Connecticut Valley, has been below 24 cents per pound, the Tariff Commission, 
within fifteen days after the conclusion of such calendar month, shall so advise 
the President, and the President shall, by proclamation, not later than twenty 
days after he has been so advised by the Tariff Commission, revoke such suspension 
of the import tax imposed under section 3425 of the Internal Revenue Code 

In determining the average market price of electrolytic copper for each calendar 
month, the Tariff Commission is hereby authorized and directed to base its 
findings upon sources commonly resorted to by the buyers of copper in the usual 
channels of commerce, including, but not limited to, quotations of the market 
price for electrolvtic copper, in standard shapes and sizes, delivered Connecticut 
Valley, reported by the Engineering and Mining Journal’s ‘Metal and Mineral 
Markets”’ 





The additional words ‘‘or the termination of the national emergency proclaimed by the President on 
December 16, 1950, whichever is earlier,”’ as shown in the introduced bill, are in error, having already beet 
eliminated from the above act by Public Law 4, 83d Congress 
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Mr. ALLEN of Illinois, fr 


The Committee on Rules, having had unde eration Houss 
1 


Resolution 530, report the same to the House vith thi recommenda- 


tion that the resolution d pass 





